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Reply to an email. Go on Zoom. Check the doorbell camera. Each of these everyday tasks uses bits of
data beamed to a server down the block or around the globe. What may be obvious is that an increasing
share of the world’s data is coming to Virginia.

That's because the commonwealth, with a rich history of Pentagon-fueled IT and powerful communication
lines, has quietly become the earth’s largest data center market, home to at least 300 operations, with
dozens more in the works.

Few on our Leadership Metro Richmond Infrastructure team were familiar with data centers — and fewer
still had heard of the explosion of developments. Yet we discovered how these projects are poised to
literally transform the landscape of the state — and present new challenges and opportunities for the
region.

HOW WE PICKED THIS TOPIC

We landed on the following definition: Infrastructure comprises the services, systems and facilities that
allow for society to operate — from roads and bridges to utilities to communication systems. After
discussing a broad range of topics, we narrowed our focus on data centers

WHAT DATA CENTERS ARE

In the most basic sense, data centers are massive routers that relay digital traffic between servers and
devices. These facilities can often occupy hundreds of acres of land and house millions of square feet of
computing equipment, acting as a backbone for our technology communications.

The critical importance of data centers became even more obvious during the pandemic. Zoom meetings,
ordering groceries online, streaming entertainment, Amazon purchases, remote learning and YouTube
church services all used data. That trend of data-hungry activities has only accelerated with the
proliferation of artificial intelligence and cloud technology poised to present another chapter.

WHY IT’S HAPPENING HERE

Northern Virginia has long been considered “Data Center Alley.” but Central Virginia has had a growing
role in internet traffic since 2012. That year, Hurricane Sandy damaged a major portion of the undersea
cables connecting East Coast internet traffic to the world. Soon after, Google, Meta and QTS invested in
undersea cables that come ashore in Virginia Beach and end at the Richmond NAP in White Oak
Technology Park. With easy high-speed data access, Henrico, Chesterfield and Hanover counties have all
lowered tax rates to attract center development and gain revenue. Only recently have residents and
Dominion Energy rate payers begun to push back.

WHY IT MATTERS

We were surprised by the environmental implications of the infrastructure required to operate data centers
in the region. The centers consume large amounts of power and need access to dedicated power sources
shared by residents. Many centers also use cooling processes, increasing the water demand typically
reserved for community use. Data centers claim undeveloped green spaces and habitats. We used our
project to learn more about these aspects of data centers and their positive and negative implications for
the region.

POSITIVE ASPECTS OF DATA CENTERS

Data centers mean big dollars for Central Virginia communities. Henrico County reported that centers
created over $18 million from real estate and business property taxes between 2017 and 2024. Hanover
County’s first data center campus is anticipated to generate $68 million per year. Many local governments
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view this as a means for funding vital community needs such as new schools, public safety investments,
transportation improvements, mental health services, libraries and park spaces. In May. the Henrico
County Board voted to direct about $60 million in property and real estate tax revenues from new centers
into a fund that supports affordable housing.

Data centers also are viewed as desirable development when compared to other industries that occupy
similar footprints. Large distribution centers clog local roadways and create increased transportation
maintenance obligations. Industrial manufacturing is often synonymous with high emissions,
environmental pollution, and low-paying jobs. Overall, data centers are less intrusive on communities and
can often exist out of sight and out of mind, much like the Chirisa Data Center in Chesterfield County.

NEGATIVE ASPECTS OF DATA CENTERS

Northern Virginia hosts 33% of the world’s data centers, with China ranking second. The facilities
consume massive amounts of energy, leading to various environmental concerns. These include reliance
on fossil fuels (adding to climate change and negatively impacting our health), excessive water
consumption, significant land use, and a lack of regulatory oversight.

Additionally, they contribute to the ratepayer burden. One trade group estimated up to 1% of the global
energy consumption is devoted to the centers. Overall, electricity used by data centers amounts to 0.3%
of overall carbon emissions. The highest demand for the centers is coming from artificial intelligence and
bitcoin, however there is no data of how much additional energy is consumed by Al at this time.

WHAT COMES NEXT

With the substantial growth in the data center industry in Virginia, the General Assembly will continue to
address a number of bills intended to address their impacts, including increased electricity costs and
environmental pressures. During the 2024 legislative session, lawmakers on both sides of the aisle
introduced 17 bills to address data center growth and demand. Every bill either failed to report or was
continued to the 2025 legislative session, pending policy and legislative recommendations from the Joint
Leqgislative Audit Review Commission (JLARC).

In 2022, the General Assembly directed JLARC to review the overall impacts of the data center industry in
Virginia and state and local policies regarding the industry, including but not limited to:
(i) evaluating recent and expected trends in factors impacting data center industry growth and
forecast future growth of Virginia’s data center industry;
(i) assess the impacts of the data center industry on Virginia’s natural resources, as well as
historic and cultural resources, and identify potential technologies that could reduce their impacts
on these resources;
(i) assess the impacts on current and forecasted energy demand and supply in Virginia,
including how data centers will likely affect future energy infrastructure needs, rates paid by
customers and whether cost allocation methods ensure no single customer class is unreasonably
subsidized by other customer classes, and the state’s ability to transition from fossil fuels to
renewable energy sources; and
(iv) determine if Virginia’s data center tax exemption could be improved, including whether it could
be better targeted, the level of benefit is appropriate given the cost, or other changes should be
considered.

It's crucial that individuals with an interest in the data center industry reach out to elected representatives.
This will provide them with a clear understanding of their representatives’ stance on the industry and the
pending regulatory or legislative changes, as outlined in the JLARC report expected by winter 2025. Your
engagement can play a significant role in shaping the future of the data center industry in Virginia.
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