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Summary 

Data centers are growing rapidly across the United States. They require large amounts of 

electricity for computational power and water to cool the computer systems. This memorandum 

explores the impacts of data centers on technology, local economies, electricity, water, public 

health, and energy costs. It also covers recent federal and state legislation. 

Data Center Classifications 

Data centers are physical facilities that house and run large computer systems. Data centers 

typically contain multiple computer servers, data storage devices, and network equipment that 

can provide IT infrastructure service for organizations to store, manage, process, and transmit 

large amounts of data. Data centers are one of the largest and growing markets in the United 

States. The United States houses approximately 45 percent of global data centers, with 

approximately 4,000 data centers in the U.S. alone, located primarily in Virginia, Texas, and 

California. Approximately 57 data centers are located in Colorado. 

There are several types of data centers, generally based on ownership or intended purpose. For 

example: 

● Enterprise data centers. Private, on-premises data centers generally run by a large 

company. All IT infrastructure and data is hosted on-premises. 

● Managed data centers. Also known as colocation data centers, these third-party facilities 

provide a shared rented space for organizations who may lack the space, staff, or IT 

resources to own and operate their own data centers. 

● Cloud (computing) data centers. Data center resources are hosted by a cloud services 

provider (e.g., Amazon Web Services (AWS), Google Cloud Platform (GCP), Microsoft Azure, 

IBM Cloud). These types of online service providers operate geographically distributed and 

interconnected data centers, and allow multiple users to remotely access computing 

resources hosted by these data centers. 

● Edge data centers. Smaller data centers operated and maintained by cloud computing 

service providers physically closer to users for a number of benefits, including reduced 

network latency and data communication delay, faster content distribution, optimized 

workloads, and improved application performance and user experience. 

https://jamesmadison.org/wp-content/uploads/PolicyBrief_DataCenters-July2025-v03-web.pdf
https://www.datacentermap.com/usa/
https://www.datacentermap.com/usa/colorado/
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● Hyperscale data centers. Massive data centers that are designed to support very 

large-scale IT infrastructure, and so provide extreme scalability capabilities for purposes that 

include AI development, automation, and big data computing tasks. These facilities were 

developed in large part to address increasing demand for data storage and processing 

capacity.  

The majority of computer servers nationwide (74 percent in 2024) were present in hyperscale 

and colocation data centers. 

Current and Frontier Uses of Data Centers 

AI innovation and competition may hinge on the availability of and access to advanced, secure, 

and sustained computing resources. Geographically distributed data centers are the primary 

means to house much of the IT infrastructure that develops, trains, deploys, and operates AI 

systems, which AI developers can access through Internet-based cloud computing services (Zhu 

2025). Consumers, business, and governments may benefit if the development of large-scale 

data centers spurs technological advancements. Advancements in AI applications, machine 

learning, data analytics, and robotics spurred by large-scale data centers may lead to 

accelerated pharmaceutical development, efficient manufacturing, computational science, and 

more (Turner et al. 2025). Several industry reports indicate that data processing demands of AI 

and related cloud computing services have driven new construction and upgrades of data 

centers (Zhu 2025). 

Many commonly used digital services rely heavily on data centers. Major cloud providers such as 

Microsoft, Google, Facebook, and Amazon rely heavily on data centers to support the increasing 

computational demand for their services. The large amounts of data that result from digital 

services like streaming, file sharing, searching, social networking sites, and e-commerce services 

can be stored and processed at cloud data centers. For example, Google data centers power a 

number of commonly used Google services, including Google Search, YouTube, Google Cloud, 

and Gemini. Large corporations have been shifting their on-premise email infrastructure to 

virtualized infrastructure running in a cloud data center (Henze, Martin et al. 2017). The 

motivations for this shift are cost reductions, lower maintenance efforts, and higher scalability 

and elasticity (the ability to quickly adjust computer processing, memory and storage resources 

to meet changing demands). Video streaming, which in 2021 accounted for more than 

60 percent of internet traffic, increasingly demands more remote computing services (Li, 

Xiangbo et al. 2021). Currently, video streaming providers are extensively reliant on cloud service 

providers, which can relieve video streaming providers from the burden of maintaining and 

https://www.congress.gov/crs-product/IF12899
https://www.congress.gov/crs-product/IF12899
https://www.brookings.edu/articles/the-future-of-data-centers/
https://www.congress.gov/crs-product/IF12899
https://datacenters.google/energy/
https://datacenters.google/energy/
https://ieeexplore.ieee.org/document/8002910
https://www.sciencedirect.com/science/chapter/bookseries/abs/pii/S0065245821000280
https://www.sciencedirect.com/science/chapter/bookseries/abs/pii/S0065245821000280
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upgrading expensive computing infrastructure. For example, Netflix has outsourced the entirety 

of its computational demands to Amazon cloud. 

The acceleration of scientific research will continue to rely on high-performance computing. 

Distributed computing environments are increasingly important in the throughput (the rate at 

which a system processes data or completes tasks) of most scientific computing tasks, and 

graphic processing units (GPUs) are used to accelerate dense numerical calculations. For 

example, computational chemistry can leverage high-performance computing and virtualization 

to accelerate the complex computations required during the drug discovery process (Jesús 

Banegas-Luna, Antonio et al. 2018). Computational drug discovery through the use of GPUs was 

pivotal in studying the SARS-CoV-2 protein targets and searching for drug combinations that 

could stop the virus from reproducing, with researchers using more than 27,000 GPUs to 

virtually test over a billion potential compounds (McDowell 2020). 

Economic Impacts of Data Centers 

Data centers create jobs for construction and operation, may bring in tax revenues, and increase 

local and operational spending. In Virginia, about 20 percent of total data center capital 

investment went towards data center construction, which the state recognized as the primary 

economic benefit. 

Due to their large size, data centers employ up to thousands of construction workers. However, 

these jobs are temporary in nature and only last until the completion of the construction of the 

data center. Once the data center is constructed, data centers typically employ significantly less 

employees compared to the construction phase. One study estimates that the average data 

center employs approximately 43 workers per 100 megawatts of capacity. Per square foot, the 

number of employees is relatively low compared to other industries, since the buildings mostly 

consist of computer equipment. Some of these jobs include janitorial work, data center 

technicians, IT professionals, engineers, and managers with various ranges of expertise required. 

In Virginia, the state with the highest number of data centers, it is estimated that data center 

employees earn about twice as much as the average private sector employee in Virginia.  

Data centers also bring in tax revenue to the states and local communities through state and 

local taxes including property tax, sales and use tax, utility tax, and corporate income tax. Several 

states, including Virginia, offer tax incentives for data centers. Loudoun County, Virginia, a 

county with the state’s largest and most mature data center market, offers local tax incentives to 

the data centers. Despite these tax incentives, tax revenue from data centers still remains 

positive. Tax rates for residents in Loudoun have fallen due to excess tax revenue from data 

https://aws.amazon.com/solutions/case-studies/innovators/netflix/
https://pubmed.ncbi.nlm.nih.gov/30484337/
https://pubmed.ncbi.nlm.nih.gov/30484337/
https://www.olcf.ornl.gov/2020/11/18/multi-institutional-team-earns-gordon-bell-special-prize-finalist-nomination-for-rapid-covid-19-molecular-docking-simulations/
https://jlarc.virginia.gov/pdfs/reports/Rpt598-2.pdf
https://jlarc.virginia.gov/pdfs/reports/Rpt598-2.pdf
https://consumerenergyalliance.org/cms/wp-content/uploads/2025/12/Economic-Impact-of-Data-Centers.pdf
https://www.richmondfed.org/-/media/RichmondFedOrg/publications/research/econ_focus/2023/q2/feature2.pdf
https://law.lis.virginia.gov/vacode/title58.1/chapter6/section58.1-609.3/
https://jlarc.virginia.gov/pdfs/reports/Rpt598-2.pdf
https://www.richmondfed.org/-/media/RichmondFedOrg/publications/research/econ_focus/2023/q2/feature2.pdf
https://www.richmondfed.org/-/media/RichmondFedOrg/publications/research/econ_focus/2023/q2/feature2.pdf
https://jamesmadison.org/wp-content/uploads/PolicyBrief_DataCenters-July2025-v03-web.pdf
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centers. Other Virginia local governments collect far less revenue as a result of reducing 

business personal property tax rates to attract industry. 

At the state level, Virginia’s Joint Legislative Audit and Review Commission issued a report that 

found “Like most economic development incentives, the data center exemption does not pay for 

itself when considering just the state portion of the exemption cost and the state return in 

revenue." For every dollar spent on the data center exemption, the state had a 48-cent return in 

state revenue, which exceeded the average Virginia incentive that returned 41 cents in revenue 

per dollar spent. 

Local and operational spending from a data center may also contribute to the local economy by: 

● sourcing their equipment locally; 

● purchasing local construction materials; 

● increasing consumer spending from construction workers and employees through the 

purchase of local food and beverage, housing, and more; 

● employing security or hiring HVAC maintenance employees. 

Environmental Impacts of Data Centers 

Data center servers require substantial energy to perform their computations, and this 

computing process can generate significant amounts of heat within the servers. They require 

extensive cooling systems to keep computer hardware from overheating and to maximize the 

systems’ performance, stability, and life expectancy. There is significant uncertainty about the 

total environmental impact of data center development due both to the rapid and recent 

growth of the industry, as well as a lack of reporting around electricity and water usage. The 

environmental impacts of data centers are discussed below, within the scope of energy usage, 

greenhouse gas (GHG) emissions, and water consumption. 

Data Center Energy Usage 

U.S. data center annual energy usage increased significantly in 2017 with the introduction of 

GPU-accelerated servers1 for artificial intelligence (AI) development. According to the Grid 

Strategies 2025 load growth report, data centers are the largest driver of U.S. electricity demand 

 
1 While central processing units (CPUs) - generally thought of as the "brains" of a computer - can perform the same 

types of functions, GPUs are divided into many more processing units (called cores) that can do many 

different complex computations in parallel. While GPUs were initially created to handle graphics rendering tasks in 

gaming and animation that CPUs could not handle, they are now used for use cases like deep learning and 

high-performance computing - tasks for which technology companies rely on data centers. 

https://jlarc.virginia.gov/pdfs/reports/Rpt598-2.pdf
https://jlarc.virginia.gov/pdfs/reports/Rpt598-2.pdf
https://gridstrategiesllc.com/wp-content/uploads/Grid-Strategies-National-Load-Growth-Report-2025.pdf
https://gridstrategiesllc.com/wp-content/uploads/Grid-Strategies-National-Load-Growth-Report-2025.pdf


 

Legislative Council Staff ∙ 200 E. Colfax Ave, Room 011 ∙ Denver CO 80203 

Page | 6 

growth. Other factors include electric vehicle adoption, onshoring of manufacturing, and the 

electrification of industry and buildings. The report notes that, when operating, an individual 

data center can consume over a gigawatt (GW) of power, which is equivalent to powering 

approximately 750,000 homes. While data centers tend to require energy steadily throughout 

the day, they can experience sudden, rapid changes in load that present unique challenges for 

grid planning.  

A 2024 report from Lawrence Berkeley National Laboratory (LBNL) estimates historical data 

center electricity consumption back to 2014 and projects future demand out to 2028. From 2018 

to 2023, data center energy consumption increased by approximately 100 terawatt-hours (TWh), 

representing a jump from 1.9 percent of total annual U.S. electricity consumption in 2018 to 

4.4 percent in 2023. The report predicts that data centers would represent between 6.7 percent 

and 12 percent of total annual U.S. electricity consumption by 2028, depicted in Figure 1.  

Figure 1 

Historical and Projected Energy Consumption by Data Centers 

 

Source: LBNL 2024 United States Data Center Energy Usage Report 

 

https://escholarship.org/uc/item/32d6m0d1
https://escholarship.org/uc/item/32d6m0d1
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 Newer hyperscale data centers tend to consume more energy than older data centers due to 

their larger size and increased computational load. However, these newer facilities devote 

proportionally less energy to upkeep necessities like cooling, lighting, and power distribution, 

and proportionally more energy to useful computational tasks. This pattern of energy usage is 

more efficient, expressed by a better (lower) power usage effectiveness value (PUE). 

Data Center Water Use 

IT equipment in data centers generates high heat, which can cause the equipment to 

malfunction or fail. To keep the equipment at optimal temperatures, data centers use cooling 

technologies, such as: 

● Refrigeration cooling. Hot air is cooled in a compressor unit using air or water and 

circulated throughout the building. Examples include air-cooled chillers and water-cooled 

chillers. Water-cooled chillers use cooling towers, which collect heat and then release this 

heat through evaporation. Cooling towers cause a large loss of consumptive, non-recyclable 

water to the atmosphere and leaving the immediate water system. 

● Free cooling. This method takes advantage of outdoor ambient air or water to cool 

throughout the building. Examples include air-side economizers and water-side 

economizers. Air-side economizers only work in favorable climates that are dry and cold. 

Water-side economizers use a nearby river, lake, or ocean to cool air that is then circulated 

through the data center. 

● Liquid cooling. Instead of cooling air around the equipment, the system directly absorbs 

heat from the equipment by piping the water directly next to or inside the equipment. 

● Adiabatic assist. This method uses water to cool air or water in a closed circuit. When 

outdoor temperature is low, the dry coolers can reject heat using ambient air alone, without 

the need for water. When temperatures are not ideal, water is sprayed or circulated to 

pre-cool air prior to reaching heat exchanger coils and cooling towers are not used. 

Just as data centers use PUE to measure electricity efficiency, they also use Water Use Efficiency 

(WUE) to measure water use efficiency per electrical demand of the IT equipment. High WUEs 

indicate lower efficiency in the system. LBNL’s 2024 Data Center Energy Usage Report found that 

unlike PUE, WUE has remained relatively constant and is projected to increase in the future. The 

same report estimated both PUE and WUE for the different systems mentioned above: 

● air-cooled chillers have high PUEs, but use no water and thus have WUEs of zero; 

https://escholarship.org/uc/item/32d6m0d1
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● water-cooled chillers have moderate PUEs and high WUEs; 

● air-side economizers have moderate PUEs, but use no water;  

● water-side economizers have low PUEs, but high WUEs; and  

● liquid cooling systems that also use adiabatic assist have both low PUEs and WUEs. 

Measuring the exact amounts of water data centers in the U.S. consume is challenging due to 

proprietary nature of the information. Data centers often opt for cooling with water, since water 

has a higher heat capacity (the amount of heat absorbed before increasing in temperature) 

compared to air and is relatively inexpensive compared to the electricity necessary for other 

types of cooling. LBNL’s 2024 Data Center Energy Usage Report estimated that data centers 

consumed 21.2 billion liters of water in 2014. By 2023 the DOE estimated that that number grew 

to 66 billion liters of water, or over 500,000 acre-feet of water per year. 

Regional Dependence of Water and Greenhouse Gas Emissions Impacts 

Water consumed upstream for electricity generation is not included in the estimates above. 

Electricity generation technologies differ in their water consumption. For example, wind and 

solar generation use no water once installed, fossil fuel-based thermoelectric plants require 

water for cooling, and hydroelectric reservoirs lose water through open surface evaporation (a 

consumptive loss of water). Electricity generators that rely on the fossil-fuel-based (coal, natural 

gas, and petroleum) combustion also generate greenhouse gas emissions as a byproduct of the 

combustion process. The water and GHG emissions associated with electricity use can be 

quantified using water consumption intensity, which measures the volume of water consumed 

per unit of electricity used, and GHG emission intensity, which measures the mass of GHG 

emitted per unit of electricity used. The annual average water consumption intensity and GHG 

emission intensity for electricity generation varies significantly across U.S. counties, as shown in 

Figure 2. 

https://escholarship.org/uc/item/32d6m0d1
https://escholarship.org/uc/item/1vx545q7
https://escholarship.org/uc/item/1vx545q7
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Figure 2 

The annual average water consumption intensity (a) and the GHG emission intensity for 

electricity generation (b) across U.S. counties. 

 

Source: LBNL 2024 United States Data Center Energy Usage Report 

The specific water consumption and GHG emissions impacts of a data center vary depending on 

location because water availability and the mixture of generation sources supplying the electrical 

grid differs by region (Xiao et al., 2025). According to LBNL’s 2024 Data Center Energy Usage 

Report, the total indirect water footprint of U.S. data centers in 2023 was nearly 800 billion liters, 

attributed to water consumed indirectly through electricity use, based on the regional electricity 

grid mix for U.S. data center locations. Concurrently, total GHG emissions for that same 

electricity grid mix would be 61 billion kilograms of CO2 equivalent. 

In addition to using energy supplied by the grid, data centers often use onsite generators for 

back-up or supplemental power. In 2025, the EPA determined that these generators can operate 

for up to 50 hours per year in non-emergency conditions as part of a financial arrangement with 

another entity. 

Public Health Impacts 

While more research is needed into long-term health outcomes in communities hosting data 

centers, the primary public health implications include air pollution, noise pollution, and potable 

water consumption. 

Air Pollution 

Data centers relying on fossil fuels for power and diesel backup generators emit localized air 

pollution (e.g., fine particulate matter, nitrogen oxides, ammonia, carbon dioxide). Exposure to 

air pollution increases rates of respiratory diseases, cardiovascular conditions, and premature 

https://escholarship.org/uc/item/32d6m0d1
https://www.nature.com/articles/s41893-025-01681-y
https://escholarship.org/uc/item/32d6m0d1
https://escholarship.org/uc/item/32d6m0d1
https://www.epa.gov/newsreleases/epa-issues-clarification-help-power-data-centers-ensure-us-ai-capital-world
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death in impacted communities (Tao and Gao, 2025; Han et al., 2025). It also increases the risk of 

certain types of cancers (Pritchett et al., 2022; Kim et al., 2018). 

Initial economic modelling of lifecycle pollutant emissions for data centers and computing tasks 

revealed that pollutants from data centers in the U.S. could cause approximately 600,000 asthma 

symptom cases and 1,300 premature deaths (Han et al., 2025). Additionally, the scientists from 

University of California Riverside and Caltech who conducted that modelling found that 

“growing demand for AI is projected to push the total annual public health burden of U.S. data 

centers up to more than $20 billion in 2028, rivaling that of on-road emissions of California. 

Further, the public health costs are more felt in disadvantaged communities, where the per-

household health burden could be 200x more than that in less-impacted communities.”  

To mitigate emission-related impacts while waiting on longer-term research, scientists have 

discussed powering data centers with renewable sources, using battery storage or fuel cells 

instead of diesel generators, mandating public reporting of data center pollution, and building 

new data centers in low-density areas to reduce human exposure (Tao and Gao, 2025; Han et al., 

2025).  

Noise Pollution 

Researchers found that average afternoon noise levels in part of Virginia known as “Data Center 

Alley” were 5.7 decibels higher in neighborhoods 200 feet away from data centers than 

neighborhoods two miles away (28.0 decibels versus 22.3 decibels, respectively) (Ngata et al., 

2025). While noise exposure at these volumes does not contribute to hearing loss, the 

researchers noted that, “This low-frequency hum may affect local well-being and adds to the 

datacenters’ environmental footprint.” Residential noise complaints filed with one of the 

counties in this area corroborate the human impact of the noise pollution. Extended exposure to 

low-frequency noises (characterized by sound waves below 200 hertz) can negatively affect 

human health, wellbeing, and cognition, including “higher-order cognitive functions, such as 

logical reasoning, mathematical calculation, and data processing,” (Liang et al., 2024). Industrial 

enterprise noise is a common source of low-frequency artificial noises.  

Potable Water Consumption 

A lack of transparency by data center operators can make it challenging to measure their water 

consumption. CoreSite, the company building a data center campus in north Denver, shared 

projections with the Denver Post that the facility may use up to 805,000 gallons of water a day 

https://pmc.ncbi.nlm.nih.gov/articles/PMC12273412/
https://arxiv.org/abs/2412.06288
https://pmc.ncbi.nlm.nih.gov/articles/PMC8890324/
https://www.mdpi.com/1660-4601/15/11/2608
https://arxiv.org/abs/2412.06288
https://pmc.ncbi.nlm.nih.gov/articles/PMC12273412/
https://arxiv.org/abs/2412.06288
https://arxiv.org/abs/2412.06288
https://dl.acm.org/doi/full/10.1145/3715335.3736324
https://dl.acm.org/doi/full/10.1145/3715335.3736324
https://www.businessinsider.com/data-center-noise-disruptions-loudoun-county-virginia-2023-11
https://link.springer.com/article/10.1186/s12889-023-17593-5
https://www.denverpost.com/2026/02/23/denver-data-center-coresite-elyria-swansea/
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to cool its computer systems.2 However, it is unclear if this water consumption (equivalent to 

16,100 Denverites' average daily indoor water use) relies on potable (drinkable) and/or 

non-potable water.  

Non-potable water can be used for evaporative cooling, but it requires filtration to avoid 

contamination by minerals that might damage sensitive equipment. For this reason, data centers 

tend to rely on potable water. Some data centers source over half of their water from potable 

water sources (Mytton 2021). The type of water used for data center cooling (i.e., potable water 

versus non-potable water) can impact public health through water insecurity. Using non-potable 

or recycled water conserves limited potable water for communities. 

Water insecurity is an issue in the United States, even in states perceived to be water-rich, like 

Oregon (Schimpf and Cude 2020). Inadequate or inequitable access to clean, safe, and 

affordable water impacts drinking, cooking, sanitation, and hygiene. Although scientific research 

has not yet examined water insecurity by households and communities where data centers are 

planned or operating, concerns with data center impacts on water security appear in public 

reporting and legal filings (Shah 2026). Reports by the New York Times, Environmental and 

Energy Study Institute, and others found that communities may experience water scarcity and 

other water-related challenges following the arrival of data centers. These challenges may be 

compounded in areas with pre-existing water scarcity. 

Impacts on Energy Costs 

According to the U.S. Energy Information Administration, national retail electricity prices have 

increased faster than inflation since 2022. Retail electricity prices reflect a complex mixture of 

costs associated with building, financing, maintaining, and operating the infrastructure to 

generate, transmit, and deliver electricity to customers, as well as taxes and other fees. Some 

for-profit utilities also include a financial return for owners and shareholders in their electricity 

prices. Electricity prices vary significantly by region and by type of customer, with many utilities 

splitting customers into residential, commercial, industrial, or transportation sub-groups.  

The increased demand of data centers has resulted in larger energy loads, which can have 

downstream impacts on the electricity rates paid by residential customers. A recent report by 

the independent external market monitor for PJM Interconnection concludes that “data center 

load growth is the primary reason for recent and expected capacity market conditions, including 

total forecast load growth, the tight supply and demand balance, and high prices” within PJM’s 

 
2 The Denver Post journalist confirmed that this figure came directly from CoreSite’s spokesperson who verified the 

figure was accurate as of Friday, February 20, 2026. 

https://www.nature.com/articles/s41545-021-00101-w
https://pmc.ncbi.nlm.nih.gov/articles/PMC7037707/
https://journals.plos.org/water/article?id=10.1371/journal.pwat.0000500
https://www.nytimes.com/2025/07/14/technology/meta-data-center-water.html
https://www.eesi.org/articles/view/data-centers-and-water-consumption
https://www.eesi.org/articles/view/data-centers-and-water-consumption
https://www.eia.gov/todayinenergy/detail.php?id=65284
https://www.eia.gov/energyexplained/electricity/prices-and-factors-affecting-prices.php
https://www.eia.gov/energyexplained/electricity/prices-and-factors-affecting-prices.php
https://www.eia.gov/outlooks/steo/data/browser/#/?v=21&f=A&s=0&start=2020&end=2026&map=&linechart=~ESRCU_US&maptype=0&ctype=linechart
https://www.monitoringanalytics.com/reports/reports/2025/IMM_Analysis_of_the_20252026_RPM_Base_Residual_Auction_Part_G_20250603_Revised.pdf
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mid-Atlantic and Midwestern service region, which has the nation’s highest concentration of 

data centers. 

In order to meet new large load demands, utilities often must add or upgrade transmission and 

generation infrastructure. According to the Federal Energy Regulatory Commission’s 2024 State 

of the Markets Report, transmission projects driven by load growth represented the second-

largest category of projects entering service in 2024 after reliability-focused projects. Depending 

on how rates are structured, these infrastructure costs can impact rates paid by other customers 

in the region.  

Data centers development can be highly uncertain and developers can submit proposals with 

multiple utilities at the same time to optimize costs, potentially causing utilities to over-estimate 

needs for new generation and transmission resources. If a utility expands its transmission or 

generation system for this potential growth and then the data center either does not materialize, 

leaves after a short period, or uses less energy than expected, then those infrastructure 

investments may increase electricity costs for other customers. Rate contracts between data 

centers and utilities are often confidential and may not capture the cost of serving power to the 

data center. States are increasingly exploring more public and standardized large-load tariffs as 

opposed to special contracts. 

In Colorado, the Public Utilities Commission (PUC) has the full authority to regulate the rates 

charged and the services provided by investor-owned utilities (IOUs), Xcel Energy and Blackhills 

Energy, in order to ensure fair pricing and reliable delivery of service. IOUs are required to file all 

rate changes with the PUC for approval. The PUC also reviews IOUs’ infrastructure improvement 

plans and the effect of those plans on consumer electricity rates. 

Xcel Energy has proposed Just Transition Solicitation (JTS), a form of electric resource plan, that 

may result in the acquisition of over 6,000 MW of new generation, a level that would make it the 

largest acquisition ever approved by the PUC. The JTS proposal reflects a significant increase in 

electricity demand that is a departure from decades of nearly flat growth. Data centers are one 

driver of this increase, in addition to home electrification, growth in electric vehicles, and 

electrification of oil and gas fields. 

Legislation 

The increased demand for data centers has resulted in a variety of legislation from federal, state, 

and local government entities. Legislation concerning land use and construction, water use, 

artificial intelligence, protecting residential customers, and studies and impact assessments have 

been passed throughout the country. 

https://www.ferc.gov/news-events/news/SMR-2024
https://www.ferc.gov/news-events/news/SMR-2024
https://gridstrategiesllc.com/wp-content/uploads/Grid-Strategies-National-Load-Growth-Report-2025.pdf
https://gridstrategiesllc.com/wp-content/uploads/Grid-Strategies-National-Load-Growth-Report-2025.pdf
https://puc.colorado.gov/press-release/colorado-public-utilities-commission-completes-deliberations-on-xcel-energys-just
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Federal Legislation 

Executive Order 14179, Removing Barriers to American Leadership in Artificial Intelligence, is 

intended to promote the advancement of AI in the United States. The order revokes certain 

existing policies that the administration views as barriers to innovation. Regardless, there are a 

variety of regulations and permitting around data centers, primarily through the Clean Air Act. 

The Environmental Protection Agency created the Clean Air Act Resources for Data Centers 

webpage that provides support and a centralized location for regulatory resources, air 

permitting resources, and modeling guidance. The website states this effort to provide easy and 

comprehensible access to these resources will align with the executive order and promote 

efficiency in building data centers.  

Additionally, through the Federal Data Center Enhancement Act of 2023, the Office of 

Management and Budget was directed to set requirements for data centers to meet standards 

for cybersecurity, resiliency, and availability. This resulted in Memorandum M-25-03, which 

provides federal agencies guidance on existing policies, risk management frameworks, and 

standards for the effective acquisition, design, and management of data centers. This is set to 

sunset on September 30, 2026. 

State Legislation 

States have enacted a variety of legislation and executive orders around data centers. The 

following table, current as of February 2026, summarizes state-level actions known as of the 

date of publication, but may be incomplete. 

  

https://www.whitehouse.gov/presidential-actions/2025/01/removing-barriers-to-american-leadership-in-artificial-intelligence/
https://www.epa.gov/stationary-sources-air-pollution/clean-air-act-resources-data-centers
https://www.epa.gov/stationary-sources-air-pollution/clean-air-act-resources-data-centers
https://www.congress.gov/bill/118th-congress/house-bill/2670/text
https://bidenwhitehouse.archives.gov/wp-content/uploads/2025/01/M-25-03_Implementation-Guidance-for-the-Federal-Data-Center-Enhancement-Act.pdf
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Table 1. State Legislation and Executive Orders Related to Data Centers 

State Bill Number Brief Description 

California Senate Bill 57 

The bill authorizes Public Utilities Commission to assess the 

financial impact of large data centers on electrical corporations 

and customers and identify opportunities to prevent or mitigate 

cost shifts. 

Colorado House Bill 25-1177 

The bill modifies the requirements of economic development 

rates to: increase the maximum location load allowable, without 

approval; increase the maximum duration of a reduced rate to 25 

years; and adjust considerations for existing clean energy 

programs. 

Idaho 
Executive Order 

2025-02  

The Strategic Permitting, Efficiency, and Economic Development 

(SPEED) Act creates the SPEED Council, comprised of several state 

agency directors, in an effort to expedite permitting processes for 

large scale projects. 

Illinois Senate Bill 25 

Also known as the Cooperative Electric Utility Transparent 

Planning Act, the bill requires Clean Air permits for data center 

construction. 

Indiana House Bill 1007 

The bill establishes expedited regulatory review for large-load 

customer projects. In order to qualify for the expedited review, 

large-load customers must make a capital investment of $500 

million, create at least 50 full-time jobs, and provide financial 

assurances, including reimbursement of project costs. 

Maryland Senate Bill 937 

Investor-owned utilities will be required to submit a specific rate 

schedule for large load customers to prevent residential 

customers from facing costs associated with the large-load 

customers interconnected to the grid. 

Maryland House Bill 270 

The bill requires an analysis to be completed on the 

environmental, energy, and economic impacts of data center 

development in the state. 

Minnesota House File 16 

The bill modifies environmental and energy regulatory 

requirements that govern data centers, authorizes a clean energy 

and capacity tariff, and modifies sales and use tax exemptions. 

New Jersey Assembly Bill 5466 

The Board of Public Utilities must conduct a study regarding the 

impact of data centers on electricity costs, determine if ratepayers 

incur unreasonable rate increases due to data centers, and 

estimate the current portion of the average residential electricity 

rate that is attributed to data center demand.  

Oklahoma House Bill 2845 

Rate tariffs are required for large-load facilities, ensuring recovery 

of service extension and costs without impacting other 

customers. 

https://leginfo.legislature.ca.gov/faces/billNavClient.xhtml?bill_id=202520260SB57
https://leg.colorado.gov/bills/hb25-1177
https://gov.idaho.gov/wp-content/uploads/2025/01/eo-2025-02.pdf
https://gov.idaho.gov/wp-content/uploads/2025/01/eo-2025-02.pdf
https://sn.lexisnexis.com/opentext/eyJ0eXBlIjoiYmlsbCIsImlkIjoiSUwyMDI1MDAwUzI1In0.-C7vgccKaWIvLRhJbFv2kvHY8N_Ty2gzx4hr4DtYImw/text
https://iga.in.gov/legislative/2025/bills/house/1007/details
https://mgaleg.maryland.gov/mgawebsite/Legislation/Details/sb0937?ys=2025rs
https://mgaleg.maryland.gov/mgawebsite/Legislation/Details/HB0270?ys=2025RS
https://www.revisor.mn.gov/bills/94/2025/1/HF/16/
https://njleg.state.nj.us/bill-search/2024/A5466/bill-text?f=A5500&n=5466_I1
https://www.oklegislature.gov/BillInfo.aspx?Bill=hb2845&Session=2300
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State Bill Number Brief Description 

Oregon House Bill 3546 

The Public Utilities Commission must provide a classification and 

tariff schedule for large energy use facilities. The tariff must 

mitigate the cost shifting onto other classes of energy customers.  

South 

Carolina 
House 3309 

The South Carolina Energy Security Act adjusts the net metering 

cap, allows utilities to offer large-load customers contracts with 

below-marginal-cost rates, and expedites agreements for co-

located generation. Additionally, utilities may bypass certification 

requirements and shorten timelines, streamlining the process for 

certifying major large-load projects. 

Texas Senate Bill 6 
The bill establishes a regulatory framework for large-load 

consumers. 

Utah Senate Bill 132 

The bill allows large-load customers to enter private generation 

contracts or request large-scale service from the local utility, 

which may be denied.  

Virginia House Bill 2084 

The State Corporation Commission is directed to review the 

existing classifications for utility customers and determine if they 

are reasonable. 

Washington 
Senate Bill 5431-

2025-26 

The bill encourages data center businesses that receive certain 

tax incentives to adopt water-efficient and conservation practices. 

West Virginia House Bill 2014 

The Certified Microgrid Development Program is created, 

allowing for two microgrids for new electricity loads, including 

data centers. The microgrids are exempt from public utility 

connections and are isolated from other customers. 

Wyoming Senate File SF0022 
Public utilities are enabled to enter individualized energy 

contracts with large commercial and industrial customers. 

Source: Legislative Council Staff.  

 

https://olis.oregonlegislature.gov/liz/2025R1/Measures/Overview/HB3546
https://www.scstatehouse.gov/billsearch.php?session=126&billnumbers=3309
https://capitol.texas.gov/BillLookup/History.aspx?LegSess=89R&Bill=SB6
https://le.utah.gov/~2025/bills/static/SB0132.html
https://lis.virginia.gov/bill-details/20251/HB2084
https://app.leg.wa.gov/billsummary?BillNumber=5431&Year=2025
https://app.leg.wa.gov/billsummary?BillNumber=5431&Year=2025
https://www.wvlegislature.gov/Bill_Status/bills_history.cfm?INPUT=2014&year=2025&sessiontype=RS
https://www.wyoleg.gov/Legislation/2024/SF0022

