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FOREWORD:A WORLD 
OF OPPORTUNITY 

The global data center industry continues to 
change at a rapid pace. The constant evolution 
of modern technologies and services presents 
obstacles as well as opportunities for the industry. 
More capital is pouring into the sector, as 
institutional and private equity investors seek to 

leverage the strong returns over the past few years. Additionally, a rise 
in the need for enterprise end-users seeking hybrid IT solutions presents 
growth opportunities for users and providers to optimize their own data 
center portfolios.

Regardless of the role in the industry, a thorough understanding of all 
operational, valuation and transactional components is essential in the 
near and long-term. CBRE Data Center Solutions is unified to support 
clients in all the challenges they face to strategically align their IT 
requirements with business goals.

Patrick Lynch
Senior Managing Director
CBRE Data Center Solutions
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 Regulatory Implications
WHY? Regulatory legislation can rapidly alter dynamics within the data center space. Current 
prevalent issues sweeping the globe include data privacy, cybersecurity and financial implications 
such as tax laws.

NORTH AMERICA

Unique to the region are proposed tax 
and incentive legislation. Notable focus 
is in Georgia, where the state senate is re-
committing incentive investments for qualified 
data centers. 

The Georgia House has also passed 
legislation that will expand the sales tax 
exemption for “high technology data centers” 
that meet a minimum investment level. The 
minimum investment level was changed 
from $15 million per year to $250 million 
per year in highly populated counties. The 
investment level could be reduced to $100 
million per year for less-populated, rural 
counties. In this example, IT equipment is 
the only eligible investment subject to sales 
tax. The new legislation will expand the 
exemption to cover mechanical and electrical 
equipment for power and cooling systems. 
The minimum threshold for job creation is 20 
new positions and an investment over seven 
consecutive years.

At the transaction level, there would be 
no sales and use tax on infrastructure for 
the operator, and no sales and use tax on 
IT hardware for the tenant. The sales tax 
exemptions will cover investments made by 
enterprise users, colocation providers and 
colocation tenants.

Meanwhile in Prince William County, 
Virginia, there was an effort to increase the 
tax rate on “computers and peripherals.” 
The attempt ultimately was voted down, as 
revenue from data centers was deemed too 
vital to the county and could be potentially 
threatened by the current incentives being 
altered. Such legislation could affect market 
equilibrium by altering the decision-making 
process of companies looking to enter new 
markets. CBRE anticipates that more states 
and counties will pass legislation to enhance 
the growth of the data center industry in their 
respective regions.

APAC

The APAC region is unique in that there is 
not a single regulatory change that could 
potentially impact the market. However, 
given the diversity across APAC’s 25+ 
countries, CBRE believes the most impactful 
difference is the lack of commonality between 
the various countries. For example, there is 
no commonality of language, which often 
poses challenges in training, operations 
manuals, systems and documentation.

Both cybersecurity and data sovereignty are 
concerns across the region as well. In 2017, 
the Chinese government revised its existing 
cybersecurity law, which now requires that 
any organization defined as having “critical 
information infrastructure” must securely store 
and manage “all personal data collected 
from Chinese citizens” and “important data 
collected or generated in China” within the 
borders of China.

Although the law makes exceptions for 
companies that can prove the necessity 
to transfer customer data overseas, those 
companies must seek government approval 
in advance. Penalties for non-compliance 
range from financial fines to operational 
suspension and even criminal liability.

The regulation in place has meant that 
there are generally three options for a 
foreign data center operator or investor to 
go into the China data center market:

1. Partner with a local partner that has an 
IDC license.

2. Establish a Hong Kong / Macau 
business entity to go into joint-venture 
with a Chinese company, and apply for 
an IDC license.

3. Invest in a Chinese data center company. 

EMEA

The European Union (EU) will bring a 
major piece of legislation into law on May 
25, 2018, as General Data Protection 
Regulation (GDPR) comes into effect. The 
regulation is designed to provide stronger 
data protection for individuals in the EU and 
govern the export of personal data outside 
of the EU. 

This will have implications for both 
occupiers and operators of data centers. For 
example, operators will need to figure out if 
they act as a “data processor” or a “data 
controller” and take steps accordingly, 
as any failure to comply can incur hefty 
penalties. Conversely, data center occupiers 
may choose to host more data in-country, as 
individual member states look to take more 
control of their citizens’ data. This could 
lead to increased demand for colocation 
capacity in secondary and tertiary EMEA 
markets, especially those perceived to hold 
a stricter stance on the matter. 

In the U.K., there is a lot of conjecture around 
the Brexit negotiations and implications 
on the location in which EU or U.K. data 
is hosted, but CBRE has not witnessed any 
major effect on market dynamics to-date 
because of this.

Recognizing that data centers provide life-affecting services to society, such as managing the 
physical infrastructure that houses data for driverless cars, hospitals and military operations, 
CBRE is committed to the recent self-regulating efforts driven by the data center industry. Whether 
a client’s focus is on data privacy or access to tax/law assessment, the impacts are widespread 
and immediately affect constituents in these regions. CBRE’s depth of knowledge supports our 
client’s understanding of the personalized impacts these policies have on their business.
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