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ARIZONA DATA CENTER INITIATIVE – FREQUENTLY ASKED QUESTIONS 
 

WHAT IS THE ARIZONA DATA CENTER INITIATIVE (ADCI)? 

Responding to Governor Jan Brewer’s “Four Cornerstones of Economic Development” and the 

focus on “Science and Technology” jobs, the Arizona Data Center Initiative (ADCI) proposes to 

create a fertile environment for Data Center development throughout the State—urban, 

suburban and rural areas—through a prudent adjustment to the tax framework. Even with the 

adjustments, Data Centers will still provide a considerable and beneficial net gain to taxing 

jurisdictions over the long-term.  

 

I UNDERSTAND THERE IS AN ARIZONA DATA CENTER COALITION (ADCC);  

WHO ARE THEY AND WHAT IS THEIR MISSION AND GOAL? 

Initiated by Digital Realty and The Greater Phoenix Economic Council (GPEC), the ADCC is a 

diverse group of Data Center, co-location facility owners and operators, local utility providers, 

brokers, economic development professionals and others representing billions of dollars in 

investment and thousands of high-paying jobs. The members of the ADCC joined together to 

publicly advocate for the creation of a framework that will place Arizona in the Top Tier of 

states that host Data Centers. Members include, but are not limited to:  

 

eBay  Microsoft 

The Arizona Technology Council  Grand Canyon State Electric Cooperative  

CBRE Jones, Lang, LaSalle 

CyrusOne NextFort Ventures Chandler, LLC 

Digital Realty Salt River Project 

GPEC-Greater Phoenix Economic Council Tucson Electric Power 

 

WHAT ARE THE GOALS OF THE ARIZONA DATA CENTER COALITION (ADCC)? 

The Coalition wants to empower the Data Center industry to retain the jobs that have been 

created in Arizona; expand their operations and increase jobs in Arizona and attract new high-

paying, high-tech 21st Century jobs to Arizona.  

 

To accomplish this goal, the ADCC aims to “L.E.A.D” Arizona: 

 Level the playing field for Arizona, allowing it to stand with the upper tier of states 

competing for Data Centers. 

 Enhance revenue generation for tax jurisdiction over the life of a Data Center. 
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 Adapt Arizona’s tax framework to make a real difference in the competition for Data 

Centers. 

 Develop a prudent and balanced alteration to the tax framework adapted to the Data  

 

If Arizona enacts legislation similar to that of other states competing for Data Centers, it will 

provide real and consequential benefits to both Data Center developers/operators and, more 

importantly, the State of Arizona.  

 

WHAT IS A DATA CENTER? 

A Data Center is both the heart and brain behind the storage and transmission of data that 

empowers computers, phones, smart-phones, hand-held devices, GPS systems and other 

computer-centric devices. Nearly every large corporation operates a Data Center either in-

house or as a contracted service. There are essentially two types of Data Centers: 1) Enterprise 

Data Centers and, 2) Multi-Tenant Data Centers (i.e., “colocation”). 

 

Data Centers are unique and require huge up-front expenditure in construction and ongoing 

capital investment, as most Data Centers upgrade their IT systems and servers on a 2-5 year 

schedule (the “refresh”). Both the initial construction and the "refresh" require skilled 

craftsmen and technicians and a robust supply chain. From a layman's view, a Data Center is 

essentially under constant renovation requiring huge capital outlays.  

 

WHAT DO DATA CENTERS PROVIDE AND WHAT HAS BEEN THEIR GROWTH TREND? 

No segment of the 21st Century job market has shown, nor is projected to show, greater 

sustained growth than Data Centers. As the world’s economy continues its affinity for, and its 

reliance upon, information and data through traditional, as well as “Cloud” computing, the 

need for facilities to store and transmit the ever-expanding universe of data will continue to 

grow.  

 

In a survey sanctioned by Digital Realty Trust and performed by the independent Campos 

Research and Analysis, 98% of respondents indicated that they plan to expand their Data 

Centers in 2013 or 2014, with the average increase in Data Center budgets being 7.7%.  

 

“The rise of new Web-based services, feature-laden smartphones and tablets, apps and video-

everywhere, all end up visible in the rise in demand for Data Centers. This phenomenon is no 

different than the proliferation of lighting, air conditioning and electric motors at the dawn of 

the first electric age – the rise of which led to ever-more and ever-larger power plants and 

demand for cheap power. The difference between the first electric era and our info-centric 

electric era – which increases demand for ever-more Data Centers, and collaterally power plants 

too – is that while one could forecast a saturation in demand growth once every home had an 

air conditioner, two refrigerators, etc., no one knows where saturation levels are for data and 

software-centric products and services.“ (Energy Facts Weekly, Mark P. Mills, July 2012). 
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Examples of increasing demand for fast and accessible data include: 

 In 2006 there were 1.043 billion internet users, exploding to 2.11 billion users in June of 

2011 or 30% of the world’s population. (Datacenter Dynamics: Market Growth 2011-

2012 source: Internet World Stats) 

 Smart phones are projected to grow from 500 million users in 2011 to 2 billion by 2015, 

reflecting a projected compound annual growth rate of 41.4%. (Datacenter Dynamics: 

Market Growth 2011-2012 source: Internet World Stats) 

 There are 500,000,000 Active Facebook users on earth or 1 in 13. (Emerson Networking 

Power, The State of the Data Center 2011) 

 Every second 1,157 people start watching You Tube; that’s 100 million videos a day. 
(Emerson Networking Power, The State of the Data Center 2011) 

 

I UNDERSTAND THERE IS AN EFFORT TO PROVIDE INCENTIVES TO PROMOTE DATA CENTER DEVELOPMENT WHAT ARE 

THE PROVISIONS IN THAT INCENTIVE PACKAGE? 

In order to propel Arizona into the top tier of the Data Center market, the Arizona Data Center 

Initiative proposes to make reasonable adjustments to the tax code to provide the following 

benefits for large data centers and large tenants: 

 Alleviate Sales/Use/Transaction Privilege Tax burden attributable to the purchase of 

Data Center equipment for 10 years. 

 Alleviate on TPT on electricity consumed at a computer data center for 10 years; 

 Encourage Data Centers to rehabilitate vacant structures and/or utilize green building 

standards by offering extended benefits.  

If Arizona enacts legislation similar to that of other states competing for Data Centers, it will 

provide real and consequential benefits to both Data Center developers/operators and, more 

importantly, the State of Arizona.  

 

IS THE ADCC SEEKING PROPERTY TAX BENEFITS?  

No. The ADCC is not asking for any real or personal property tax exemptions.  

 

HAS THERE BEEN AN ECONOMIC IMPACT ANALYSIS? 

Yes. A report prepared by industry experts at Jones Land LaSalle (JLL) found that, even with the 

adjustments, Data Centers will still provide a net gain to taxing jurisdictions over the long-term.  

Using industry averages for construction costs as a basis, a 100,000 square foot Data Center 

prototype is assumed to cost approximately $115 million to $165 million (including land, 

building and Data Center equipment), depending on the design parameters and whether it is a 

single user or a multi-user facility. (JLL, Date Center Solutions (DCS) Group). By way of 

comparison, a 100,000 square foot building used for traditional commercial uses (e.g., 

warehousing) would cost approximately $7 million (including land and building). (CBRE-Critical 
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Environment Practice). With the legislative adjustments set forth above in mind, a 100,000 

square foot Data Center prototype with an initial investment of $115 million would generate 

the following taxes over a period of twenty years, which represents the minimum life cycle of 

most Data Centers:  

Total Economic Impact 
State Taxes1 Local Taxes2 Total 

Net Positive Impact to State and 
Local Jurisdictions in Arizona 

$16,955,647 $19,009,185 $35,964,859 

Value of Proposed Tax Benefits $10,129,245 $4,440,339 $14,569,585 

Source: Jones Lang LaSalle, DCS Group 

 

This analysis assumes that the Data Center was constructed in one year, but occupied over a 

period of three years. In addition to the initial investment, the analysis includes, without 

limitation, ongoing equipment refreshes and upgrades (about every four years), and certain 

operating expenses, such as power consumption. Importantly, the analysis does not capture all 

sources of tax revenue, such as direct and indirect increases in corporate income tax revenue 

(from expanded operations of the Data Center operators and increased sales into the state by 

Data Center equipment suppliers), telecommunications taxes, and increases in other taxes 

generated through expanded economic activity throughout the state. The analysis assumes that 

the Data Center does not qualify for extended benefits for rehabilitation of a vacant structure 

or green building certification. 

 

HOW MANY JOBS WILL A DATA CENTER CREATE? 

The job estimates for a $115 million facility are as follows: 

Permanent Jobs Direct Indirect 

Direct Indirect Salary Gross Salary Salary Gross Salary 

Up to 75 92 $76,636 $5,747,700 $43,413 $3,993,996 

 

Construction Jobs Direct Indirect 

Direct Indirect Salary Gross Salary Salary Gross Salary 

393 365 $51,070 $20,070,510 $44,675 $16,306,375 

Source: Jones Lang LaSalle, DCS Group 

 

                                                           
1 State taxes include TPT on retail sales (direct and indirect), prime contracting activities and electricity as well as personal income taxes 

generated by construction workers and permanent employees (as set forth above). 
2 Local taxes include TPT on retail sales (direct), prime contracting activities and electricity as well as real and personal property taxes.  
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WHAT COULD ARIZONA REASONABLY EXPECT, IF TAX ADJUSTMENTS WERE MADE? 

Projections of 2012 Data Center investment in the Western USA Market, of which Arizona is a 

part, ranked #1 in the world market, even compared to entire countries, coming in at $3.5 

billion. (Datacenter Dynamics Industry Census 2011-Market Growth). With prudent 

adjustments to Arizona’s tax framework and based upon Western U.S. market projections, 

Arizona should be able to increase its market share of new Data Center construction and 

development activity for the Western U.S. market.  

 

WHAT ARE THE FACTORS THAT DATA CENTER OPERATORS CONSIDER WHEN DETERMINING A LOCATION? 

In the competition for 21st Century jobs, Arizona has many attributes that make it attractive to 

Data Centers, including; abundant power, fiber, and infrastructure, combined with an educated 

workforce, a favorable and stable climate, geo-stability, latency and proximity to users. In 

addition to these attributes, Data Center site selectors will calculate the total cost of operating 

a Data Center in a particular location. Among other things, the drivers for TCO include: 

 

 Power Costs 

 Site Costs - Real Estate, Facilities & Construction Costs 

 Off-site Infrastructure Costs: Volume Servers, Fiber, Transmission Lines, Water & 

Transportation 

 Taxes 

 

Arizona can “check the box” and competes well on each of these TCO drivers except for its tax 

framework. Industry experts and site selectors agree that states must recognize the unique 

nature of Data Centers and adjust their tax framework accordingly in order to be competitive in 

the Data Center market.  

 

Bo Bond, managing director at Jones Lang LaSalle in Dallas stated, “There is a significant tax 

burden that could potentially be mitigated based on choosing one side of the river or border 

over the other…I’ve seen projects completely pick up and move from the preferred state due to 

a potential tax implication that would be hundreds of millions of dollars over the life of the 

leases or the useful life…a building has. It is extremely important.” (Site Selection: Power Plays; 

Mark Arend). Similarly, John Lenio, economist and managing director of CBRE’s Economic 

Incentives Group in Phoenix states, “ But at the end of the day . . . property and sales taxation, 

or potential abatement thereof, is the factor with the most potential for delivering long-term 

cost savings to Data Center operators. What-if modeling on the front end regarding state 

property and sales tax policies is critical to Data Center site selectors.” (Site Selection: Power 

Plays; Mark Arend). 
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WHICH STATES ARE LEADING IN THE COMPETITION FOR DATA CENTERS? 

Washington, North Carolina, and Oregon have made the multi-billion dollar Data Center market 

their target, and recruitment of Data Centers a top priority. That recruitment has generally 

taken the form of altering their respective tax frameworks similar to what is being 

contemplated in Arizona. These states have recognized that the capital-intensive nature of Data 

Centers produces high-paying jobs and enormous revenue streams for state and local 

governments and school districts.  

 

 

HOW DOES ARIZONA’S TAX FRAMEWORK STACK-UP AGAINST OTHER STATES VYING FOR DATA CENTERS? 

The following table includes a representative sample of jurisdictions from across the United 

States that have adopted legislation to specifically attract investment in computer Data 

Centers. Most of these States adopted such legislation in the past 5 years.  

 

 

Are Sales Taxes 

Due on IT 

Equipment? 

Are Taxes Due on 

the Sale of 

Utilities? 

Are Ad Valorem Taxes 

Due on Personal 

Property? 

Alabama No. Yes. No. 

Arkansas No. Yes. Yes. 

Indiana Yes. Yes. No. 

Iowa No. No. No. 

Kansas No. Yes. No. 

Kentucky No. Yes. Yes. 

Minnesota No. No. No. 

Mississippi No. Yes. No. 

Nebraska No. Yes. No. 

North Carolina No. No. Yes. 

Ohio No. No. No. 

Oklahoma No. Yes. No. 

Oregon No. No. No. 

South Carolina No. No. Yes. 

Tennessee No. Yes, at reduced rate. Yes. 
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Are Sales Taxes 

Due on IT 

Equipment? 

Are Taxes Due on 

the Sale of 

Utilities? 

Are Ad Valorem Taxes 

Due on Personal 

Property? 

Utah No. Yes. Yes. 

Virginia No. No. Yes. 

Washington No. No. Yes. 

West Virginia No. No. Yes, at reduced rate.  

Wyoming No. Yes. Yes. 

NOTE: "No" indicates that the state has adopted legislation mitigating tax liabilities 

for Data Centers or that such items are exempt under the state’s tax framework; 

however, certain requirements and exceptions may apply.  

"Yes" indicates that the state has not adopted Data Center legislation, but 

discretionary benefits may be available.  

 

WHAT ARE THE ECONOMIC IMPACTS OF DATA CENTERS? 

Data Centers as economic development drivers have become increasingly attractive to states 

for their: 

 Creation of high paying construction jobs. 

 Creation of high paying, sustainable, high-tech permanent 21st Century jobs. [U.S. Data 

Centers’ average annual wage = $79,564 vs. all industries at $46,742. (Data Center 

Market and Trends Analysis, Angelou Economics, April 2012 – Bureau of Labor 

Statistics)] 

 Creation of support industries jobs to serve IT equipment, power suppliers and provide 

maintenance roles. 

 Job creation from attracting ancillary and operations support enterprises. 

 Job retention from ancillary and operations support enterprises. 

 Clustering tendency of Data Center operations. 

 Resilience to economic downturns.  

 Progressive business models focused on sustainable design and alternative energies. 

 Catalytic effect on research, development, innovation and commercialization in hardware, 

software and energy efficiency. 

WHAT ARE THE DIRECT AND INDIRECT BENEFITS OF HOSTING DATA CENTERS? 

 Economic resilience 

 High-paying, high-tech 21st Century jobs 

 Enormous initial capital investment for construction 
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 A refresh schedule every 3-5 years of servers and equipment benefitting suppliers, 

skilled craftsmen and technicians 

 Clustering tendency of Data Centers 

 Follow-on location of related operations or even corporate headquarters 

 Revenue production 

 Low-impact on public infrastructure 

 Fiber infrastructure development 

WHAT HAVE OTHER STATES EXPERIENCED IN THE WAY OF ECONOMIC IMPACT? 

In Washington, aggregated taxable retail sales in Chelan, Douglas and Grant counties from 

2005-2008 increased from $2.458 BILLION to $3.755 BILLION, or a 53% increase due to Data 

Center development with an 80% growth in Grant County. (Washington Research Council, 

January 2010) 

 

The average annual aggregate wage for Chelan, Douglas and Grant counties in Washington 

increased 16% from 2005-2008 due to Data Center development. (Washington Research 

Council, January 2010) 

 

Former Microsoft CFO Mike Brown, in a December 11, 2009 Seattle Times commentary, says, 

“Attracting computer centers to our state would be a huge win for Washington. They create 

jobs to build, operate and service; they pay property taxes that provide economic stability to 

the counties and schools where they are located; and they attract suppliers and support 

infrastructure firms that are drawn to locate nearby.” (Washington Research Council Economic 

Profile, January 2010) 

  

“The construction phase of any project adds short-term stimulus to an area’s economy through 

high-paid jobs and heavier taxable retail activity. Data Center development will also enhance 

the area economies by way of on-going property tax collections on the centers themselves, as 

well as through direct and indirect jobs and wage earnings associated with direct and indirect 

employment.” (Washington Research Council: Economic Profile, January 2010). 

 

WHAT IS THE DATA CENTER INDUSTRY PROJECTING IN DEVELOPMENT? IS THIS TRAJECTORY IN DEVELOPMENT 

SUSTAINABLE?  

 In a survey sanctioned by Digital Realty Trust and performed by the independent 
Campos Research and Analysis 98% of respondents indicated that they plan to expand 
their Data Centers in 2013 or 2014 with the average increase in Data Center budgets 
being 7.7%.  

 Market projections suggest that there will be $50 billion spent on Data Center 
construction in the United States and $218 billion in global Data Center Construction by 
2020). (Projecting Annual Data Center Construction Market Size, Christian L. Belady, 
March 2011) 
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 New construction for large enterprise Data Centers is estimated at nearly $6 billion in 

2010 and expected to double by 2015 (Biggins Lacy Shapiro, UEDA Winter Forum)  

 Post Cloud Computing Conversion year over year Data Center construction by 2020 will 

reach $18 billion in the U.S. and $78 billion globally. (Projecting Annual Data Center 

Construction Market Size, Christian L. Belady, March 2011) 

 Forecasts generated from the results of Datacenter Dynamics Industry Census 2011 

predicted worldwide Data Center growth rate of 7% from 2011-2012 with some less 

mature markets showing growth rates of up to 60% (Datacenter Dynamics Industry 

Census, Nicola Hayes) 

 30% of 1,000 Data Center owners and operators report that they will run out of Data 

Center capacity at one of their sites in 2012. 55% reported that their Data Center budget 

increased in 2012. (Emerson Networking Power, The State of the Data Center 2011, 

Uptime Institute 201 Global Survey) 

 

IS DATA CENTER DEVELOPMENT LIKE THE “DOT COMS” THAT HAD EXPLOSIVE GROWTH AND THEN COLLAPSED? 

No, Data Centers provide the infrastructure for an exploding world market demand that has 

only barely been tapped. Those who utilize web-based data are increasingly utilizing it in new 

and innovative ways. Data Center development is extremely resilient and its trajectory is not 

predicted to wane into the foreseeable future.  “…Datacenter Dynamics 2012 Global Industry 

Census shows that the economic crisis is having minimal impact on growth in the worldwide 

Data Center industry.” (Datacenter Dynamics Industry Census, Nicola Hayes) “The post-2008 

global recession didn’t significantly slow global Data Center construction.” (Energy Facts 

Weekly, Mark P. Mills, July 2012) 

 

DOES DATA CENTER DEVELOPMENT FIT WITHIN THE OVERALL STRATEGIC ECONOMIC DEVELOPMENT PRIORITIES 

OF ARIZONA? 

Yes, the Arizona Data Center Initiative (ADCI) was initiated in response to Governor Jan 

Brewer’s “Four Cornerstones of Economic Development” and the focus on “Science and 

Technology” jobs. Governor Brewer’s goal is to create good-paying, sustainable, 21st Century 

Jobs in fields that will support Arizona’s economy in the coming decades. The ADCI proposes to 

create a fertile environment for Data Centers through a prudent adjustment to the tax 

framework that will still show a net gain to taxing jurisdictions over the long-term.  

ARE DATA CENTERS GOOD CORPORATE CITIZENS? 

Yes, Data Centers represent some of the most progressive thinking and innovation in America’s 

21st Century economy. They are constantly innovating by providing significant investment in 

research, development and commercialization of products that enhance their efficiency in data 

storage, data transmission, energy efficiency, survivability, redundancy and durability. The 
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capital intensive requirements of a Data Center and its 2-5 year refresh schedule require that 

Data Centers remain on the cutting edge of innovation.  

 

A Data Center’s location is dictated more by availability of infrastructure (i.e., power and fiber 

optic cabling) than by physical location or proximity to population centers (though this can 

sometimes be helpful). Data Centers around the world have been located in urban, suburban 

and rural environments. In urban environments, Data Centers can be located in backfill or in-fill 

areas for rehabilitation. They can be located in outmoded “big-box” stores. They can be located 

in rural locations and industrial parks. 

 

Typically, Data Centers “cluster”. They can provide huge sums of money for State and local 

governments and school districts, even with incentives and abatements, if done in a prudent 

manner.  

 

IS THIS JUST CORPORATE WELFARE? 

No. Many people talk about attracting 21st Century jobs, but struggle to identify: 1) exactly 

what they are, and; 2) how to attract them. Data Center jobs ARE 21st Century, sustainable and 

good-paying jobs. Data Centers are job creators and catalysts for additional development (i.e., 

ancillary industries) and tax revenue.  

 

WHAT COMPANIES ARE THE ‘BIG PLAYERS’ IN DATA CENTER DEVELOPMENT OR HAVE CONSIDERABLE DATA 

CENTER NEEDS? 

To name a few: Digital Realty, Microsoft, eBay, Blue Cross/Blue Shield, Google, GoDaddy, and 

Boeing. 

 

WHAT MAKES ARIZONA AN ATTRACTIVE LOCATION FOR DATA CENTERS?  

Geo-stability, climate, power costs, available power, fiber, a favorable business climate, 

educated work force. Arizona has virtually every favorable critical element that site selectors 

evaluate in choosing a location for a Data Center, except a sophisticated tax framework. 

Because the initial and continued operational investments are enormous, taxes on the sale of 

equipment and power are often the deciding factor in determining a location for Data Centers. 

 

WHAT OTHER BUSINESSES OR INDUSTRIES BENEFIT FROM DATA CENTER DEVELOPMENT AND WOULD BE SUPPORTIVE OF 

DATA CENTER DEVELOPMENT?  

 Computer and blade suppliers 

 HVAC suppliers 

 Electrical suppliers 

 Skilled tradesmen 

 Construction industry 

 Programmers 
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 Power Suppliers 

 

WHERE CAN WE LEARN MORE ABOUT THE EFFORTS OR THE LEGISLATION? 

Please visit our website at www.arizonadatacentercoalition.org for this information and more.  

 

IS THERE A WAY THAT I CAN GET INVOLVED? 

Yes! We would love to hear from you and learn more about your interests. Please visit us at 

www.arizonadatacentercoaliton.org. Once on the website, please click on the “Get Involved” 

tab. Here you can provide us information about yourself as well as a detailed message. We look 

forward to hearing from you. 

 

I AM A MEMBER OF AN ORGANIZATION THAT WOULD BE INTERESTED IN LEARNING MORE ABOUT THE DATA 

CENTER INITIATIVE; IS THERE SOMEONE THAT CAN SPEAK TO MY ORGANIZATION? 

Yes! Please contact us at growth@arizonadatacentercoalition.org or call Jim Grice at  

816-820-6624 to discuss your interests. 

 

I HAVE A QUESTION THAT WASN’T ADDRESSED IN THE FAQ—WHO CAN I CONTACT TO FIND OUT MORE 

INFORMATION? 

We would love to hear from you. Please send your question(s) or requests for additional 

information to growth@arizonadatacentercoalition.org or go to 

www.arizonadatacentercoalition.org to view our website and browse the informative tabs. 

 

 

CURRENT END OF FAQ’s 
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