AS PASSED COMMITTEE
AMENDED

ARIZONA STATE SENATE
RESEARCH STAFF

: KAITLYN NEFF
TO: MEMBERS OF THE SENATE LEGISLATIVE RESEARCH INTERN

COMMERCE & WORKFORCE DEVELOPMENT

COMMITTEE
DATE: February 17, 2015 Telephone: (602) 926 -3171

SUBJECT:  Strike everything amendment to S.B. 1245, relating to computer data centers

Purpose

Makes various changes to statute regarding computer data centers.

Background

A computer data center is afacility that is predominately used to house working servers for
one or more businesses or owners. A computer data center may have uninterruptible energy supply
or backup generator power as well as temperature control infrastructure. Computer data center
equipment includes component parts, installations, refreshments, replacements and upgrades,
whether any of the property is affixed to or incorporated into real property (A.R.S. § 41-1519).

The Arizona Commerce Authority (ACA) operates the Computer Data Center Program in
conjunction with the Arizona Department of Revenue (DOR) to encourage computer data center
operation and expansion in Arizona. Computer data centers may qualify for transaction privilege tax
(TPT) and use tax exemptions on eligible purchases of computer data center equipment for up to 10
years following certification of the computer data center, or up to 20 years if the computer data
center qualifies as a sustainable redevel opment project.

A sustainable redevelopment project is a computer data center that occupies an existing
building that was at least 50 percent vacant for 6 of the 12 months before the acquisition of the
building and attains certification under the energy star or green globes standard, the Leadership in
Energy and Environmental Design green building rating, or an equivalent green building standard,
and was not certified prior to acquisition of the building (A.R.S. § 41-1519).

Tax exemptions are provided if: 1) the applicant receives computer data center certification
from the ACA; 2) the owner, operator, or tenant satisfies the capital investment threshold; 3) the
applicant pays required fees; and 4) the parties are registered in the e-verify program (A.R.S. 8§ 23-
214).

There is no anticipated fiscal impact to the state General Fund associated with this
legidlation.
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Provisions

1.

10.

11.

12.

13.

14.

15.

Permits a certified sustainable redevelopment project to include demolition of an existing
building.

Allows improvements to property to be quantified in qualifying for the minimum investment
threshold requirement for anew computer data center.

Specifies that in order to qualify as a sustainable development project, a building must be
acquired by the owner after September 1, 2006.

Specifies that the ACA may revoke certification for a new computer data center upon DOR’S
determination that the center has not complied with requirements.

Allows the DOR to recapture all or part of the tax relief granted under the computer data center
program if the certification is revoked.

Establishes failure to provide the required list of qualified colocation tenants to the ACA as
grounds for termination of certification.

Requires lists of qualified colocation tenants to be kept confidential.

Limits a qualified colocation tenant’s qualification period to the time period of the owner or
operator.

Specifies that the effective date of certification for a computer data center is the date of
submission of the application.

Eliminates the restriction for a certificate of a computer data center be presented at the time of
purchase in order to qualify for retail TPT exemption, use tax and municipal taxes.

Defines contributing qualified colocation tenant as a qualified colocation tenant that is an
operator or whose investment isincluded in the certification application.

Defines existing building as any existing vertical building improvement, except for residential
structures, barns or other agricultural structures, used for commercia purposes at the time of
acquisition by the owner.

Defines operator as an individual or entity that operates a computer data center as an owner or
lessor or in contract with an owner or lessor, except a qualified colocation tenant who contracts
the use of space within the data center.

Defines software as any software purchased, leased or licensed to support any aspect of the
computer data center or equipment.

Make technical and conforming changes.
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16. Becomes effective on the general effective date.

Amendments Adopted by Committee

e Adopted the strike everything amendment.
Senate Action
CwD 2/16/15 DPA/SE 7-0-1
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