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Dear Chair Wilkins and Committee Members:

Thank you for allowing our testimony today in support of HBO560 — The Sales and Use Tax
and Property Tax - Exemptions for Data Centers - Repeal. The Maryland Legislative
Coalition Climate Justice Wing, a statewide coalition of nearly 30 grassroots and
professional organizations, urges you to vote favorably on HB0560.

Currently, Maryland subsidizes data center development by exempting qualified data
centers from the State sales and use tax and authorizing local governments to eliminate or
reduce business personal property taxes that would otherwise be applicable. These tax
exemptions were enacted in 2020 before the sharp growth of hyperscale data centers.
Today, the availability of power, water, and land — not tax exemptions'— are the real drivers
for locating data centers. In the three-year period from 2021 to 2025, these exemptions
have cost Maryland almost $22.2 million (Dept. of Commerce) in lost revenue.

Currently, only three counties — Anne Arundel, Howard, and Prince George's — have
exercised their authority to exempt data centers from personal property taxes. This bill
would repeal both tax exemptions.

Thirty-two states" currently subsidize data centers through tax exemptions. As the public
becomes better informed about the climate, environmental, health, and ratepayer
impacts' associated with data centers, a growing number of states that offer subsidies to
data centers are questioning the advisability of offering tax exemptions.V V"

Working families across the country“' are grappling with the noise, light pollution, and toxic
emissions associated with data centers. Electricity costs in some data center-dense areas
have surged by over 250% in just five years. In the PJM region — the world’s largest power
market — capacity auction prices spiked 800% in 2024, in large part due to data center
growth. That year, consumers across seven PJM states paid $4.3 billion more in electricity
costs to cover deployment of new transmission infrastructure to serve data centers.



https://www.nytimes.com/2024/12/25/technology/ai-data-centers-electricians.html?searchResultPosition=1
https://insideclimatenews.org/news/16122025/michigan-lawmakers-introduce-bill-to-repeal-data-center-tax-incentives/
https://www.cleanegroup.org/wp-content/uploads/PA-Data-Centers-Report.pdf

Given these and other impacts, Maryland should avoid offering data centers blanket tax
breaks', property tax abatements™ or other revenue giveaways that enable unchecked
growth and shift costs to consumers. Instead, incentives* should be conditioned on data
center commitments to minimize ratepayer impacts, meet clean energy and other
sustainability benchmarks, undertake community benefit projects, hire locally, and invest
in local workforce development training.

These current tax exemptions are further exacerbating the current structural budget
deficit. Passage of this bill will help to ensure data centers pay their fair share and protect
taxpayers from hidden, growing revenue losses.

Finally, in the 2025 Legislative session, Maryland approved a data center study to fully
understand the financial impacts of data center development, including tax exemptions.
Before the State forgoes additional State revenue, it should determine if the costs are
warranted.

For all these reasons, we urge this Committee to give HB0560 a FAVORABLE report.
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