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ENGROSSED SUBSTI TUTE SENATE BI LL 6789

Passed Legislature - 2010 1st Speci al Session
State of WAshi ngton 61lst Legislature 2010 Regul ar Session

By Senate Ways & Means (originally sponsored by Senators Prentice,
Zarelli, Miurray, Hewitt, Holnmguist, and Parlette; by request of
Departnent of Revenue)

READ FI RST TI ME 03/ 09/ 10.

AN ACT Relating to sales and use tax exenptions for certain
equi pnent and infrastructure contained in data centers; adding a new
section to chapter 82.08 RCW adding a new section to chapter 82.12
RCW creating a new section; providing an effective date; providing
expiration dates; and decl aring an energency.

BE | T ENACTED BY THE LEGQ SLATURE OF THE STATE OF WASHI NGTON:

NEW SECTION. Sec. 1. (1) It is the legislature's intent to
encourage immediate investnents in technology facilities that can
provide an economc stinulus, sustain long-term jobs that provide
[iving wages, and help build the digital infrastructure that can enable
the state to be conpetitive for additional technology investnent and
j obs.

(2) There is currently an intense conpetition for data center
construction and operation in many states including: Oregon, Arizona,
North and South Carolina, North Dakota, lowa, Virginia, Texas, and
II'linois. Unprecedented incentives are available as a result of the
desire of these states to attract investnents that wll serve as a
catal yst for additional clusters of economc activity.
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(3) Since the econom ¢ downturn, Washi ngton has not succeeded in
attracting any private investnents in these centers after siting six
maj or data centers between 2004 and 2007.

(4) Data center technology has advanced rapidly, wth marked
increases in energy efficiency. Large, commercial -grade data centers
| everage the economes of scale to reduce energy consunption.
Conmbining digitized processes with the econom es of scal e recogni zed at
these data centers, today's enterprises can naterially reduce the
energy they consune and greatly inprove their efficiency.

(5) The legislature finds that a fifteen-nonth wi ndow that offers
an exenption for server and related electrical equipnment and
installation will act as a stimulus to incent imediate investnent.
This investnment will bring jobs, tax revenues, and economc growth to
sonme of our state's rural areas.

NEW SECTION. Sec. 2. A new section is added to chapter 82.08 RCW
to read as foll ows:

(1) An exenption fromthe tax inposed by RCW82.08.020 is provided
for sales to qualifying businesses of eligible server equipnment to be
installed, wthout intervening use, in an eligible conputer data
center, and to charges made for | abor and services rendered in respect
to installing eligible server equipnent. The exenption also applies to
sales to qualifying businesses of eligible power infrastructure,
including |abor and services rendered in respect to constructing,
i nstal ling, repairing, al tering, or inproving eligible power
infrastructure.

(2)(a) In order to claim the exenption under this section, a
qual i fyi ng busi ness nust submt an application to the departnment for an
exenption certificate. The application nust include the information
necessary, as required by the departnent, to determ ne that a business
qualifies for the exenption under this section. The departnment nust
i ssue exenption certificates to qualifying businesses. The departnent
may assign a uni que identification nunber to each exenption certificate
i ssued under this section.

(b) A qualifying business claimng the exenption under this section
must present the seller with an exenption certificate in a form and
manner prescribed by the departnment. The seller nust retain a copy of
the certificate for the seller's files.

ESSB 6789. SL p. 2
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(3)(a) A qualifying business nust establish within six years of the
first day of the cal endar quarter in which the business first receives
an exenption under this section or section 3 of this act that it has
i ncreased enploynent in a conputer data center by a mnimumof thirty-
five famly wage jobs fromthe date the eligible conputer data center
first became operational. For purposes of this subsection, famly wage
j obs are new permanent enpl oynment positions requiring forty hours of
weekly work, or their equivalent, on a full-tinme basis and paying a
wage equivalent to or greater than one hundred fifty percent of the per
capita personal incone of the county in which the qualified project is
| ocat ed. The qualifying business nust provide health insurance
coverage for enpl oyees.

(b) Al previously exenpted sal es and use taxes are i medi ately due
and payable for a qualifying business that does not neet the
requi renments of this subsection.

(4) A qualifying business claimng an exenption under this section
or section 3 of this act nust conplete an annual report with the
departnent as required under section 103, chapter . . ., Laws of 2010
(Substitute House Bill No. 3066).

(5)(a) The exenption provided in this section does not apply to:

(i) Any person who has received the benefit of the deferral program
under chapter 82.60 RCW on: (A) The construction, renovation, or
expansion of a structure or structures used as a conputer data center;
or (B) machi nery or equi pnent used in a conputer data center; and

(11) Any person affiliated with a person within the scope of (a)(i)
of this subsection (5). For purposes of this subsection, "affiliated"
means that one person has a direct or indirect ownership interest of at
| east twenty percent in another person.

(b) If a person clains an exenption under this section and
subsequently receives the benefit of the deferral programunder chapter
82.60 RCW on either the construction, renovation, or expansion of a
structure or structures used as a conputer data center or machi nery or
equi pnment used in a conputer data center, the person nust repay the
anount of taxes exenpted under this section. Interest as provided in
chapter 82.32 RCWapplies to anounts due under this section until paid
in full.

(6) For purposes of this section the following definitions apply
unl ess the context clearly requires otherw se:

p. 3 ESSB 6789. SL
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(a)(i) "Conputer data center" neans a facility conprised of one or
more buildings, which may be conprised of nultiple businesses,
constructed or refurbished specifically, and used prinmarily, to house
wor ki ng servers, where the facility has the follow ng characteristics:
(A) Uninterruptible power supplies, generator backup power, or both;
(B) sophisticated fire suppression and prevention systens; and (O
enhanced physical security, such as: Restricted access to the facility
to selected personnel; permanent security guards; video canera
surveillance; an electronic system requiring passcodes, keycards, or
bi onetric scans, such as hand scans and retinal or fingerprint
recognition; or simlar security features.

(i1) For a conputer data center conprised of nultiple buildings,
each separate building constructed or refurbished specifically, and
used primarily, to house working servers is considered a conputer data
center if it has all of the characteristics listedin (a)(i)(A) through
(C of this subsection (6).

(tit) A facility conprised of one building or nore than one
bui | di ng nust have a conbi ned square footage of at |east one hundred
t housand square feet.

(b) "Electronic data storage and data managenent services" include,
but are not limted to: Provi di ng data storage and backup services,
providing conmputer processing power, hosting enterprise software
applications, and hosting web sites. The termal so includes providing
services such as e-mil, web browsing and searching, medi a
applications, and other online services, regardl ess of whether a charge
is made for such services.

(c)(i) "Eligible conputer data center" neans a conputer data
center:

(A) Located in a rural county as defined in RCW 82. 14. 370;

(B) Having at |least twenty thousand square feet dedicated to
housi ng wor ki ng servers, where the server space has not previously been
dedi cated to housi ng worki ng servers; and

(© For which the commencenent of construction occurs after March
31, 2010, and before July 1, 2011. For purposes of this section
"commencenent of construction” nmeans the date that a building permt is
i ssued under the building code adopted under RCW 19.27.031 for
construction of the conputer data center. The construction of a
conputer data center includes the expansion, renovation, or other

ESSB 6789. SL p. 4
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i nprovenents made to existing facilities, including |eased or rented
space. "Commencenent of construction” does not include soil testing,
site clearing and grading, site preparation, or any other related
activities that are initiated before the issuance of a building permt
for the construction of the foundation of a conputer data center.

(1) Wth respect to facilities in existence on the effective date
of this act that are expanded, renovated, or otherw se inproved after
March 31, 2010, an eligible conputer data center includes only the
portion of the conputer data center neeting the requirenents in
(c)(i)(B) of this subsection (6).

(d) "Eligible power infrastructure" nmeans all fixtures and
equi pnment necessary for the transformation, distribution, or managenent
of electricity that is required to operate eligible server equipnent
within an eligible conputer data center. The termincludes electrical
substations, generators, wiring, and cogeneration equi pnment.

(e) "Eligible server equi pnent” neans the original server equi pnent

installed in an eligible conputer data center on or after April 1,
2010, and replacenent server equipnent. For purposes of this
subsection (6)(e), "repl acenent server equipnent” neans server

equi pnent that: (i) Replaces existing server equipnent, if the sale or
use of the server equipnent to be replaced qualified for an exenption
under this section or section 3 of this act; and (ii) is installed and
put into regular use before April 1, 2018.

(f) "Qualifying business" neans a business entity that exists for
the primry purpose of engaging in comrercial activity for profit and
that is the ower or | essee of an eligible conputer data center. The
term does not include the state or federal governnment or any of their
departnents, agencies, and institutions; tribal governnents; political
subdi vi sions of this state; or any nunicipal, quasi-municipal, public,
or other corporation created by the state or federal governnent, tri bal
governnent, nunicipality, or political subdivision of the state.

(g) "Server" neans bl ade or rack-nount server conputers used in a
conputer data center exclusively to provide el ectronic data storage and
dat a managenent services for internal use by the owner or | essee of the
conputer data center, for clients of the owner or |essee of the
conputer data center, or both. "Server" does not include persona
conputers.
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N o 0ok WODN B

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37

(h) "Server equipnent" neans the server chassis and all conputer
hardware contained within the server chassis. "Server equipnent” al so
i ncl udes conputer software necessary to operate the server. "Server
equi pment"” does not include the racks upon which the server chassis is
installed, and conputer peripherals such as keyboards, nonitors,
printers, mce, and other devices that work outside of the conputer

(7) This section expires April 1, 2018.

NEW SECTION. Sec. 3. A new section is added to chapter 82.12 RCW
to read as foll ows:

(1) An exenption fromthe tax inmposed by RCW82.12.020 is provided
for the use by qualifying businesses of eligible server equi pnment to be
installed, wthout intervening use, in an eligible conputer data
center, and to the use of |abor and services rendered in respect to
installing such server equipnent. The exenption also applies to the
use of power infrastructure, including |abor and services rendered in
respect to installing, repairing, altering, or inproving such
i nfrastructure.

(2) A qualifying business is not eligible for the exenption under
this section unless the departnent issued an exenption certificate to
the qualifying business for the exenption provided in section 2 of this
act .

(3)(a) The exenption provided in this section does not apply to:

(1) Any person who has received the benefit of the deferral program
under chapter 82.60 RCW on: (A) The construction, renovation, or
expansi on of a structure or structures used as a conputer data center;
or (B) machi nery or equi pnent used in a conputer data center; and

(11) Any person affiliated with a person within the scope of (a)(i)
of this subsection (3). For purposes of this subsection, "affiliated"
means that one person has a direct or indirect ownership interest of at
| east twenty percent in another person.

(b) If a person has received the benefit of the exenption under
this section and subsequently receives the benefit of the deferral
program under chapter 82. 60 RCWon either the construction, renovation,
or expansion of a structure or structures used as a conputer data
center or machinery or equi pnment used in a conputer data center, the
person nust repay the anmpunt of taxes exenpted under this section.
I nterest as provided in chapter 82.32 RCWapplies to amounts due under
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this subsection (3)(b) until paidinfull. A personis not requiredto
repay taxes under this subsection with respect to property and services
for which the person is required to repay taxes under section 2(5) of
this act.
(4) The definitions in section 2 of this act apply to this section.
(5) This section expires April 1, 2018.

NEW SECTION. Sec. 4. This act is necessary for the immediate
preservation of the public peace, health, or safety, or support of the
state governnent and its existing public institutions, and takes effect
April 1, 2010.

Passed by the Senate March 16, 2010.

Passed by the House March 17, 2010.

Approved by the Governor March 25, 2010.

Filed in Ofice of Secretary of State March 26, 2010.
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