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Executive summary

NSW needs additional electricity infrastructure to support
data centre investment

Planned investment in artificial intelligence (Al) infrastructure and data centres in NSW will bring
with it a large new source of demand for electricity. The scale of prospective data centre
connections is unprecedented. As of July 2026, data centres are seeking network connections with a
total capacity of up to 28 gigawatts (GW). Of these, data centres seeking around 13 GW of capacity
are in advanced discussions to connect.! For comparison, average daily electricity demand in NSW
typically ranges between 7.5 GW and 10 GW.?

The NSW electricity system is undergoing a major transformation, from an aging fleet of large-
centralised coal fired power stations to a diverse mix of renewables, storage and firming
infrastructure located across regional NSW. Three of the four remaining coal-fired power stations
are expected to cease operating by 2033. These three coal-fired power stations generated around
half of all electricity consumed in NSW in 2026.

The Electricity Infrastructure Roadmap (the Roadmap) is NSW'’s legislated plan to support private
investment in the new electricity infrastructure required to transform the NSW electricity system
into one that is reliable, affordable and clean.

Under the Roadmap, Renewable Energy Zones (REZ) in the Central West, South West and Hunter
Central Coast are underway to connect new wind, solar and storage projects. New network
infrastructure is also needed to transfer this power to NSW’s major load centre in Sydney-
Newcastle-Wollongong. Over 4 GW of the coal-fired capacity exiting by 2033 is located within this
region. Major network projects like Waratah Super Battery and Hunter Transmission Project are
underway to enable more power to come from the regions as Eraring, the next coal fired power
station to exit the market, closes in 2029. NSW will need more projects, such as New England REZ
and Sydney Ring South, to meet forecast demand growth in the future.

More than 90% of the NSW data centre pipeline is seeking to connect in the Sydney-Newcastle-
Wollongong region.® This additional demand increases the importance of timely delivery of the
projects already underway and the urgency to commence new network projects. In July 2026,
Transgrid advised data centre proponents that there will be no available capacity on the
transmission network to support new connections in Western Sydney beyond 2033.* This is the
earliest Transgrid can deliver Sydney Ring South, which it now considers needs to be delivered in
2033/34 - three years earlier than previously planned.®

TInternal departmental analysis based on planning pipeline and AEMO connections pipeline data.

2 June 2026, Transgrid letter to data centre proponents.

3 Internal departmental analysis based on planning pipeline and AEMO connections pipeline data.

4 June 2026, Transgrid letter to data centre proponents.

5 May 2026, Transgrid Project Assessment Draft Report, Sydney Ring South.
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Without action, this additional pressure on the electricity system risks slowing the pace of potential
data centre investment, increasing electricity prices for households and businesses, and eroding
system reliability.

Reform to electricity network regulation is needed now to
enable data centre investment and protect electricity customers

The NSW Government supports world-class data centre investment. The NSW Data Centre Guidelines
set out principles to guide this investment, including that data centres should impose no net costs to
other electricity customers (Principle 2) and fund additional supply of energy (Principle 3).° This is
consistent with the Australian Government’s Expectations of data centres and Al infrastructure developers
and statements of the Energy and Climate Change Ministerial Council (ECMC).”

Reform is needed now to make electricity network regulatory frameworks fit-for-purpose for data
centres and to capitalise on the opportunity to support new renewable energy generation and
storage capacity. That is why the NSW Government has introduced the Electricity Infrastructure
Investment Amendment Bill 2026. If passed, this will empower the Minister for Energy to create new
regulations under the Electricity Infrastructure Investment Act 2020 (Ell Act) to derogate from the
National Electricity (NSW) Law (NEL) and National Electricity Rules (NER).

Similar reforms are being pursued at the national level but will take considerable time to implement.
The NSW Government intends to reform regulations in advance of any national reforms for two
reasons. First, the reforms are urgent in NSW because of the scale of proposed connections.
Second, the reforms need to consider the regulatory arrangements under the Roadmap because
many new infrastructure projects are supported under this framework. This paper outlines 10 reform
proposals for implementation addressing three key themes:

Improving network 1. Require data centre connection applicants to pay an entry bond
connections and
planning 2. Strengthen requirements for network service providers to collect and

share information about prospective and existing data centre
connections

3. Strengthen requirements for network service providers to develop
and share information about load forecasts and transfer capacity,
and to conduct joint planning for data centres

4. Require connection agreements with data centres to incorporate
demand profiles

Improving network 5. Require distribution network service providers to recover appropriate
cost allocation and transmission network upgrade costs from data centres connecting to
recovery distribution networks

6 August 2026, NSW Government. NSW Data Centre Guidelines.

7”March 2026, Australian Government Expectations of data centres and Al infrastructure developers; December 2025, May
2026 and July 2026 ECMC Communiques.
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6. Require data centres to guarantee they will pay for the costs of
capacity made available to them, regardless of whether they use it

7. Require data centre connection applicants to pay a Major Network
Upgrade Fee with a default rate of $200,000/MW for connections in
Sydney-Newcastle-Wollongong and $100,000/MW elsewhere

8. Require transmission-connected data centres to contribute to the
costs of jurisdictional schemes

Supporting 9. Require network service providers to use connection agreements to
implementation of reinforce compliance with requirements to offset demand through
measures in the Power Purchase Agreements and firming agreements

Guidelines

10. Require network service providers to use connection agreements to
operationalise and enforce compliance with requirements to reduce
load in times of grid stress

Reforms to access and Roadmap cost recovery will also be
progressed in parallel to manage cumulative impacts and
support equitable cost allocation

Many submissions to the NSW Data Centre Consultation Paper, including from network service
providers, called for Government to establish a coordination mechanism to manage new data
centres.

If passed, the Electricity Infrastructure Investment Amendment Bill 2026 would expand the existing
network access scheme framework used to manage generation connections in REZs. The reforms
will enable the Minister for Energy to declare a new type of access scheme that applies to specified
types of large load infrastructure.

The intent of the access scheme is to coordinate the scale, timing and location of investment in
specified large load infrastructure and supply infrastructure. It will enable competitive processes to
allocate scarce connection capacity to new large energy users such as data centres, thereby
helping to drive innovation and best in class projects (similar to the approach used in places like
Singapore).t

Proponents of large load infrastructure would compete for access rights on a range of social,
technical and financial performance criteria. This could include energy and water efficiency,
demand flexibility and willingness to pay higher connection fees. Access rights would be conferred
with conditions on the proponent to deliver the commitments they made in the competitive process
and could also be used to enforce compliance with other regulatory requirements.

The Government will also continue to investigate reforms to ensure costs of jurisdictional schemes
like the Roadmap and Climate Change Fund are recovered equitably. This includes continuing work
with distribution network service providers (DNSPs) to review how costs are recovered through
tariffs, and working with jurisdictions and the Australian Energy Market Commission (AEMC). The

8 Information regarding the ‘call for applications’ process used in Singapore is at Launch of second data centre | IMDA.
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Australian Government has issued a rule change request that seeks to address gaps in national cost
recovery arrangements, including in relation to jurisdictional schemes.®

Next steps

The Government invites stakeholder feedback on the proposals, the consultation questions and any
other matters that should be considered in finalising the regulation. Stakeholders are invited to
make submissions through the NSW Government’s Have Your Say website or by email at
network.economicpolicy@dcceew.nsw.gov.au. Submissions are due by 5 pm Monday,

14 September 2026. Feedback will be used to inform the preparation of a regulation intended to be
made under the Ell Act in 2026, subject to passage of the Bill.

Consultation questions

Improving network connections and planning

1A. When should entry bonds lapse or be forfeit?

1B. Which connection applicants should be required to provide an entry bond?

Improving network cost allocation and recovery

6A. How much flexibility should the regulations provide in relation to minimum guaranteed
contributions to ongoing network costs?

6B. Is 10 years a sufficient and appropriate period for minimum guaranteed contributions to
ongoing network costs?

7A. What principles and cost and benefit categories should the Consumer Trustee consider in
setting the Major Network Upgrade Fee?

Supporting implementation of measures in the NSW Data Centre Guidelines

10A. Which events should trigger demand flexibility requirements?

® See July 2026 ECMC Communique.
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1 Why we need to reform electricity
network regulation for data centres

New data centre demand in NSW is unprecedented in its
scale and pace

NSW already hosts around 60 discrete data centres. These facilities account for around 5% of total
NSW grid annual electricity consumption.'® This already reflects a rapid growth in demand. In the
10 years to 2025, data centre demand grew by 14% on average year-on-year in NSW."

The scale of expected demand growth in the next 10 years is unique in the history of the NSW
electricity network, and forecasts are constantly being increased. In 2025, Transgrid’s forecast of
additional data centre demand by 2035 increased twentyfold relative to its 2024 forecast.™

In the 2026 Integrated System Plan (ISP) (Step Change scenario, Higher Demand sensitivity), the
Australian Energy Market Operator (AEMO) projected data centres could use as much as

26 terawatt-hours (TWh) by 2035 in NSW. This is nearly 70% higher than the forecast made less
than a year prior in the 2025 Electricity Statement of Opportunities (Step Change Scenario, Data
Centre Sensitivity).”® Figure 1 compares recent AEMO forecasts.
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2025 2030 2035 2040 2045 2050 2055

Step Change - 2025 IASR
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Accelerated Transition - 2026 ESOO (Final - pre-release) - Project forecast

Figure 1: Forecasts of NSW data centre demand

10 Australian Energy Market Operator (AEMO), 2025-26 inputs, assumptions and scenarios, AEMO, 2025.
" Oxford Economics, Final Report, July 2025 - Data Centre Energy Demand.

2 Transgrid 2025 Transmission Annual Planning Report, page 87.

8 Internal departmental analysis of 2026 ISP and 2025 ESOO data centre consumption forecasts.
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With this major growth, Transgrid now expects data centre demand to be the biggest driver of
growth in NSW over the short to medium term, increasing faster than demand from other sources of
new load like electric vehicle charging or housing.™

This reflects both the expected ramp up in demand of existing facilities and, more importantly, the
large pipeline of major developments currently seeking to connect. As of July 2026, data centres are
seeking network connections with a total capacity of 28 GW. Of these, data centres seeking around
13 GW of capacity are in advanced discussions to connect.’® For comparison, average daily demand
from the electricity grid in NSW typically ranges between 7.5 GW and 10 GW.'®

Some of these proposals are among the largest in the world, and they are set to become the largest
individual electrical loads in NSW.” One facility currently seeking planning approval would be the
largest in the southern hemisphere and have a rated capacity of 1200 MW - a rated capacity 25%
larger than Tomago Aluminium Smelter. Figure 2 below compares existing and prospective large
against other types of existing large loads.™

1200 Tomago Aluminium
Smelter
950 MW

1000

800 Proposed or
Port Kembla existing data
centres
600 Steelworks
Cadia Valley Gold 300 MW
Mine
400 250 MW
T ] ]

Figure 2: Selected existing and prospective large loads

Requested or rated capacity (MW)

Data centre demand in NSW is concentrated within the Sydney-Newcastle-Wollongong region, with
more than 90% of the pipeline seeking to connect in this region. Development is most concentrated
in Western Sydney. As of June 2026, over 52% of the total requested connection capacity relates to

4 Transgrid’s 2025 Transmission Annual Planning Report, page 90.

'S Internal departmental analysis based on planning pipeline and AEMO connections pipeline data. The uncertainty
associated with this pipeline and what it means for demand is discussed further below under Issue 1, page 11.

6 June 2026, Transgrid letter to data centre proponents.

7 In March 2026, Ausgrid confirmed the peak demand of the largest single industrial load currently connected to its
network was around 30 megavolt-amperes.

'8 Requested or rated capacity for data centres based on departmental analysis of planning data and public information on
prospective and existing developments. A November 2025 report confirms peak demand for Cadia Valley Gold Mine is 194
MW. Rated capacity was inferred by assuming an 80% load factor and 20% capacity buffer, rounded to nearest 50 MW. A

2017 report from Endeavour Energy notes that transformer capacity for BlueScope Steel is 300 megavolt amperes (MVA).
Rio Tinto’s website confirms Tomago’s rated capacity as 950 MW.
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data centre developments proposed or under construction in Greater Western Sydney.”® This differs
to other very large industrial loads, which tend to be spread across semi-urban and rural areas.

At the same time, 7 GW of coal-fired power generation is expected to exit the system by 2033.
Replacing this capacity while maintaining reliability depends on 38 generation, 58 storage and

6 network projects being delivered and commissioned before the summer of 2033-34. Two-thirds of
these projects have yet to commence construction. This would represent delivering an additional

20 GW of generation, 12 GW of storage, and at least 1,340 kilometres of network infrastructure.?°

Maintaining reliability while supporting higher data centre demand will depend on more energy
infrastructure being delivered sooner. Absent more generation, storage and network infrastructure,
forecasts show NSW would not meets its legislated Energy Security Target (EST) from 2033-34
onwards. See Figure 3 below.
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Figure 3: Energy Security Target (EST) Monitor Central Scenario, adjusted for latest AEMO data centre forecast

Existing electricity network regulatory arrangements were not designed for this rapid, concentrated
and uncertain pipeline of very large data centre loads. Without targeted reform, these arrangements
risk inefficient connection queues, distorted network investment decisions, cross-subsidisation by
smaller customers of network costs triggered by large loads, higher wholesale electricity prices and
reliability impacts for NSW customers. Reforms are being pursued in jurisdictions around the world
to address the challenges that NSW now faces. These are summarised in Appendix A.

¥ |Internal departmental analysis based on NSW Planning pipeline data. Includes all data centres with a requested capacity
exceeding 10 MW that are in planning, received planning approval or under construction across NSW.

20 Internal department analysis based on what is required to meet the Energy Security Target in the Ell Act to 2033-34.
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Issue 1: Uncertainty and poor information are distorting
network planning and disrupting the connections process

The scale and uncertainty of existing and prospective data centre demand create a risk that
networks invest too early, or in capacity that is not ultimately needed. These risks arise from
speculative and duplicative applications or ‘forum shopping’, limited visibility of project maturity and
proposed demand profiles, uncertain forecasts for how demand will ramp up over time (ramp rates),
and capacity being effectively reserved by a proponent but then not fully used.

Data centre demand growth is highly uncertain, both for individual projects and in aggregate.
Developers are prioritising speed to develop their projects, meaning they apply for connection
relatively early in the development process and in some cases make multiple applications for the
same project, often through an intermediary. Multiple proponents may also be seeking to develop
the same data centre facility on behalf of a third party, further overstating real demand.

Duplication and speculation can delay connections for all customers. Finite resources within
network service providers (NSPs) may be used to review an application which is later found to be a
duplicate or unlikely to proceed, meaning another customer’s application cannot be progressed in a
timely way. This could delay new housing or public infrastructure, such as hospitals, or businesses
electrifying industrial processes.?!

For many data centres, electricity consumption increases slowly over years as project stages are
built, or in line with customer acquisition. Ramping rates for individual projects vary considerably,
adding to uncertainty.?? In some cases, ramping is forecast to occur over more than a decade and to
only use 50-60% of the rated connection capacity at maturity.?® In other cases, mature utilisation is
forecast to be reached within two to three years.?*

This can reflect the desire by developers to include redundancy in the capacity available to them,
given their business models depend on data centre clients having confidence in continuity of
services with over 99% uptime. It can also reflect developers locking in a large connection capacity
in anticipation of increased demand for their services in the future that may or may not materialise.

NSPs and energy market bodies do not currently have sufficient, timely and consistently shareable
information about prospective and existing data centre loads to support effective forecasting,
connection assessment, network planning and regulatory decision-making. Non-disclosure
agreements and concerns about commercial sensitivity can prevent information flows.

Uncertain ramp rates and data centres ‘locking up’ and not using network capacity may lead to
mistimed or premature network investments based on imperfect or incomplete information. This
could include costly upgrades to shared network assets that are never required.

Section 3 of this paper proposes targeted measures to reduce speculative applications,
improve information sharing and joint planning.

2'In the United Kingdom, for example, connection timeframes increased by up to 15 years following a similar surge in data
centre demand. The United Kingdom Government. Government to tackle speculative demand grid connection requests.

22 Oxford Economics, Final Report, July 2025 - Data Centre Energy Demand; CEFC, Report, December 2025 - Getting the
balance right: data centre growth and the energy transition.

23 Oxford Economics, Research Briefing Nov 2025 - Surging data centre connection requests drive phantom demand.

24 June 2026, Endeavour Energy response to NSW Parliamentary Inquiry into Data Centres Supplementary Questions, p 8.
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Issue 2: Gaps in the network cost recovery framework would
see others bear costs caused by data centre demand

As the scale of their energy needs is so large and often clustered, data centres can and are
triggering the need for upgrades to the shared distribution and transmission networks. Gaps in
existing arrangements could see the additional cost of network upgrades required to supply data
centres borne at least in part by other customers in a way that is inconsistent with beneficiary pays
principles and the principles outlined in the NSW Data Centre Consultation Paper and Guidelines.

Data centres connecting to distribution networks do not bear all the
upstream costs they create

A data centre connecting to the distribution network can cause the need to augment the shared
distribution network, as has occurred in the Macquarie Park area.?®> In NSW, the costs of this will be
recovered from all electricity customers through distribution use of system charges unless the
DNSP elects to negotiate to have the data centre operator make a specific contribution toward
these costs.?®

Many data centres are seeking to connect to the sub-transmission level of distribution networks in
Greater Sydney in areas of the network that face transmission network constraints. As a result,
these projects can cause the need to augment or extend the transmission network.

When a data centre connecting to the distribution network triggers a transmission augmentation or
extension, current cost recovery arrangements do not require those customers to pay for the costs
of these works. Under current cost recovery arrangements, some types of connection applicants
seeking specific access arrangements are required to negotiate in good faith with DNSPs, so their
network charges account for the cost of any transmission augmentation or extension needed to
support the connection.?’” This requirement does not currently apply to data centre connection
applicants.

This means transmission network augmentation costs caused by data centre connections to
distribution networks may not be fully recovered from these customers. Instead, these costs can be
socialised and recovered through transmission use of system charges that are levied on all
electricity customers. The need to strengthen cost recovery arrangements has been highlighted in a
rule change request being progressed by the AEMC.?® South Australia is also working to address
this issue, requiring data centres with a capacity of 100 MW or greater to bear the cost of any
network augmentation required to accommodate them.?®

25 February 2025, Ausgrid (now withdrawn) Contingent Project Application.

26 This reflects that NER Chapter 5A and the AER’s Connection Charge Guidelines do not apply to connection services in
NSW as it has a contestable market for the delivery of these services (unlike other NEM jurisdictions).

27 See NER clause 5.3AA.
28 July 2026 ECMC Communique.

29 SA Government, Technical Regulator Guideline - Requirements for Data Centres, February 2026, p. 9.
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Regardless of where they are connecting, contributions by data centres to
upstream costs they create depend on the outcomes of negotiations

Where the costs of upgrades to the shared distribution or transmission network are allocated
directly to a data centre customer, the amount contributed by the data centre depends on the
outcomes of negotiations between the customer and the NSP.

NSPs may seek to have the customer make an upfront contribution to these costs. Alternatively,
they could seek for these costs to be recovered in the future through network charges. Unless these
charges are secured (e.g. by a bank guarantee), this creates risks for other customers, who will fund
outstanding costs if the data centre pays less than expected in network charges (e.g. because it
closes prematurely).

Data centres with high capacities and low usage likely do not cover all the
costs they create

Data centres that have high-capacity connections but low usage may not pay enough in network
charges over time to cover the network costs they create. This is because network charges are
predominantly based on usage, meaning those with lower usage will pay lower network charges.
This can create a gap in cost recovery as capacity is a key driver of network cost. Where the costs of
providing connection capacity to data centres is not fully recovered from these customers, the costs
will instead be recovered from other electricity customers.

This is a major risk as it is common for data centres to reserve a large amount of capacity before
they have secured contracts with customers to use their services. In many cases, even at maturity a
large percentage of the rated capacity of a data centre’s connection is not used. Demand forecasts
in AEMQ’s 2026 Integrated System Plan assume load factors at maturity for hyperscalers will
average 68%.%° This can reflect redundancy built into connections to ensure continuity of services or
that hyperscalers wish to retain in their technical designs.

Data centre demand will mean major transmission upgrades are needed
sooner, creating costs that will be borne by all customers

There are a number of major network upgrades that will also need to be delivered sooner because of
data centre demand. This includes Sydney Ring South, a transmission project to increase the
amount of power that can be delivered into the Sydney-Newcastle-Wollongong region, and the
network infrastructure for the New England REZ.3' For major projects like this with long lead times,
decisions to deliver the project must be made far in advance based on aggregate demand
projections. In NSW, new demand from data centres has had a significant impact on aggregate
demand forecasts, with detailed data centre growth scenarios being developed by planning
bodies.®?

Even where studies demonstrate that data centres will significantly increase or accelerate
investment needs, the existing regulatory framework does not ensure specific costs associated with

30 Oxford Economics, Final Report, July 2025 - Data Centre Energy Demand. This report constitutes official reference
material for the 2025 Inputs, Assumptions and Scenarios Report which informs the 2026 ISP.

3! Sydney Ring South Project Assessment Draft Report, May 2026.

32 AEMO, Digital demand surge: Preparing Australia’s power systems for the rise of data centres.
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this will be recovered from data centres. Instead, these costs will be recovered from all customers
through network charges on electricity bills.

Transmission-connected data centres will be major beneficiaries but not
contribute to the costs of the Roadmap or Climate Change Fund

Transgrid has recently sighed agreements to connect data centres representing around 1.5 GW of
demand to the transmission network, with another 8 GW in advanced discussions.®® These
customers will be among the largest individual loads in NSW, accounting for a large share of total
demand.

The Roadmap and Climate Change Fund will deliver the infrastructure required to provide these
data centres and other customers the clean, affordable and reliable energy on which they will rely.
However, under the current cost recovery arrangements, these customers will not contribute at all
to the costs of these jurisdictional schemes. This is because the NER does not currently enable the
costs of jurisdictional schemes to be recovered from transmission-connected customers.

This will create inequitable outcomes. The largest energy users and biggest beneficiaries of these
schemes will contribute nothing to the costs, increasing the costs recovered from small energy
users like households and small businesses. Consumer advocates have publicly called for this
inequity to be addressed.3* This may also distort investment decisions by encouraging data centres
to connect directly to the transmission network to avoid charges recovered through distribution
network tariffs. The impact of this has been noted by NSW DNSPs as an increasing concern and
priority for reform.®

Without reform, any benefit of increased network utilisation is expected to
be more than offset by the cost of new and accelerated network
augmentation triggered by data centre demand

As noted by NSPs and the industry, new data centre demand can allow existing network costs to be
spread over more units of demand, lowering average network costs for other customers.®® The scale
and likelihood of this benefit largely depends on the existing capacity of the network and whether a
new connection can increase utilisation without triggering the need for a new or accelerated
augmentation. Complicating factors such as network constraints also need to be considered.®’

The scale of any benefit from increased utilisation also depends on whether the new connection is at
the distribution or transmission level. Distribution-connected customers pay towards the costs of
the shared distribution and transmission networks, and the costs of jurisdictional schemes.38
Transmission-connected customers currently only pay towards the costs of the shared transmission
network, limiting the costs they share in and therefore the benefits delivered to other customers.

33 June 2026, Transgrid letter to data centre proponents.

3419 July 2026, ‘Glaring loophole’ gives next gen data centres a power bill discount, Ryan Cropp, Australian Financial Review.
35 March 2026, NSW DNSP submission into the NSW Parliamentary Inquiry into Data Centres.

36 See NSW DNSP submission into the NSW Parliamentary Inquiry into Data Centres, reported comments by the CEO of
Transgrid, Mr Brett Redman, and various statements by Data Centres Australia.

37 Kerr, Grid utilization won’t solve the Al power crunch, 16 July 2026.

38 The Department understands some DNSP owned dual-function asset connected customers do not currently pay the
costs of jurisdictional schemes.
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Given where and when most data centres are currently seeking to connect, the scale of any
potential benefits is expected to be more than offset by the cost of delivering Roadmap projects
and other major network upgrades sooner. See Box 1 below for further analysis.

Section 4 of this paper sets out measures to address gaps in network cost allocation and
recovery.

Issue 3: Reform is needed to operationalise and enforce
compliance with new requirements for data centres to offset
and reduce demand

Electricity supply in NSW will become increasingly tight over the next decade with 7 GW of coal-fired
power expected to exit the system by 2033 and major new sources of demand seeking to connect. If
new data centre demand is not well sequenced with new generation, firming and network capacity,
large and concentrated increases in demand can tighten the supply-demand balance, particularly during
peak periods or when renewable output is low. Unless data centres bring forward investment in
additional, firmed renewable supply to offset their demand, their load may increase reliance on higher
cost, more emissions intensive generation and put upward pressure on electricity prices.

Unmanaged data centre demand can also increase reliability risks. Large loads, particularly those that
are inflexible during periods of grid stress, can increase peak demand and result in a tight supply
demand balance during low supply conditions. This makes it harder to maintain reliability, particularly as
coal-fired generation retires and the share of variable renewable energy increases. The EST Monitor is
already forecasting energy shortfalls in 2033-34. Absent appropriate regulatory settings, these will be
exacerbated by rapid demand growth, leading to higher wholesale prices and declining reliability.

The NSW Data Centre Guidelines seek to manage these risks by setting a performance measure for data
centres to bring new, firmed supply to offset their demand. This should encourage data centre operators
to enter into contracts (‘power purchase agreements’ or PPAs) with new generation and storage
projects. The Guidelines also include a measure for data centres to operate flexibly so that demand can
be reduced at certain times, noting this measure cannot be met by using diesel back-up generators.

Applicants submitting data centre applications will need to demonstrate whether they comply with
the Guidelines in their assessments. Conditions will then require applicants to meet obligations,
mitigation measures, and commitments outlined in their Environmental Impact Statement.3°
Compliance will be monitored in line with existing Department of Planning, Housing and
Infrastructure (DPHI) compliance practices and programs.*® This will encourage developers to
design facilities to be able to reduce grid demand during high demand or system stress events.!

The connection agreement framework can be used alongside these planning measures to help
operationalise and promote compliance with these performance measures. It is the appropriate
framework to help operationalise and enforce demand flexibility requirements imposed as part of
planning consent conditions. This reflects that NSPs, rather than DPHI, are better placed to monitor
energy use, network congestion and grid conditions, and instruct data centres to reduce their

39 For example, see consent conditions for Project Pluto Data Centre which received planning approval in July 2026.

40 Further conditions are also included in data centre consents that require applicants to monitor compliance against
approvals as part of annual reviews, Independent Audits and in other periodic reporting requirements.

41 August 2026, NSW Government. NSW Data Centre Guidelines.
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demand as required in real time. Given the importance of managing the grid impacts of such large
loads, it is considered appropriate that the connection agreement provide for a distinct enforcement
mechanism that can be relied upon to ensure compliance.

Section 5 of this paper sets out measures to use connection agreements to complement
planning measures, to mitigate wholesale market price and system reliability impacts.

Issue 4: Current regulatory frameworks cannot effectively
coordinate data centres and the infrastructure needed to
supply them at the system level

Demand from data centres increases the risk that energy demand will exceed the available and
planned capacity of the energy system. The open access framework under the NEL and NER as they
apply in NSW require NSPs to grant access to connection applicants on reasonable terms. Under the
current planning system and connections process, each project is assessed individually, and energy
and water capacity is secured on a first come first served basis. Networks operators can provide an
offer to connect if the network can safely accommodate the load, without considering and optimally
managing broader energy and water implications.

Existing connection processes are not designed to facilitate coordination to ensure that sufficient
upstream generation, storage and transmission capacity will be available to meet the additional
demand for power. Given the size of the loads now seeking to connect to the grid, this has potential
impacts on system reliability, security, and affordability. It is therefore important that the connection
of large loads, including data centres, occurs in step with the delivery of new generation, storage,
transmission, and distribution infrastructure.

It is essential that there continues to be enough generation capacity to meet demand, particularly as
data centre demand grows and coal-fired generation retires in NSW. The EST Monitor assesses and
monitors whether NSW will have sufficient firm capacity (generation, firming, storage and
transmission capacity) to meet the amount of reliable electricity needed to meet demand for the
next 10 years. The EST Monitor forecasts data centre demand could result in a shortfall in firm
capacity, clearly indicating the need to manage and coordinate growth.

Experiences in other jurisdictions demonstrate the risk of unmitigated growth. For example, data
centres in Ireland increased their share of national electricity consumption from approximately 5%
in 2015 to 22% in 2024. This can have significant impacts on the electricity market, including
increasing wholesale electricity prices, crowding out other end uses such as housing, higher carbon
emissions due to increased reliance on coal and gas, and declining reliability.*? This is particularly
the case if demand growth exceeds the growth of renewables capacity.

Governments in many other jurisdictions that have not proactively managed these risks have
implemented moratoriums where community support for continued data centre investment was lost.

42 PJM states in the US have seen capacity prices increase by over 1,000% since 2024 due to significant large load demand
from data centres that has not been coupled with sufficient generation capacity growth; Getting the balance right: data
centre growth and the energy transition, Baringa, CEFC, December 2025.
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Over 50 states, counties and city councils in the United States have implemented temporary or
ongoing moratoria. They were also in place in Ireland, Singapore and the Netherlands.*®

Section 6 of this paper sets out that the Government plans to establish an access scheme to
coordinate investment in data centre and supply infrastructure.

43 Interconnected Capital, US Data Center Moratorium Tracker; Soares, |, Yarime M & Klemun M, Balancing the trade-off
between data center development and its environmental impacts; A comparative analysis of Data Center Policymaking in
Singapore, Netherlands, Ireland, Germany, USA, and the UK.
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2 Which data centres will be subject to the
regulations, and how will they be enforced

Proposed application of new regulatory requirements

The Electricity Infrastructure Investment Amendment Bill defines ‘large load infrastructure’ as
infrastructure that has, or is proposed to have, a network connection with a rated capacity of 5 MW
(or a higher threshold prescribed by the regulations) and meets any other requirements prescribed
by the regulations. This relatively low 5 MW threshold was chosen to support an adaptive approach
if required (for example, enabling the regulations to be amended if it appears proponents are
lowering connection capacities to avoid regulatory requirements).

It is proposed that the regulation apply to data centres with a rated connection capacity of 15 MW or
greater. This threshold would be consistent with the definition of State Significant Development as
set out in the State Environmental Planning Policy (Planning Systems) 2021. It is higher than the
5MW threshold included in the Bill and AEMQ’s System Strength Impact Assessment guidelines,
and the proposed 10 MW threshold for requiring customers to pay a $100,000/MW capital charge
when seeking a new or expanded transmission connection in Western Australia.** A summary of the
different thresholds considered is summarised in Appendix B.

A 15 MW threshold would ensure large co-locator and hyperscaler developments are captured but
not smaller edge, telecommunication and enterprise facilities. These typically have a capacity of
1-5 MW and often provide services that require fast response times (such as mobile networks and
Internet of Things applications) and location close to end-users. These developments represent a
small share of NSW’s existing and prospective data centre development.*®

The AEMC has issued a draft rule determination to define large inverter-based load to be any
inverter-based load with a rated capacity of 30 MW or more, using this as a threshold for applying
revised technical access standards.*® The reforms discussed in this paper are intended to ensure
data centres pay for the material new network costs they create. Given this, a lower threshold of
15 MW is considered appropriate. This will protect against co-locator or hyperscaler developments
being sized just below 30 MW to avoid new requirements and create a level playing field between
developments of this type that avoids distortionary effects on investment decisions.

Proposed approach to compliance and enforcement

The regulation and NER derogations will place new obligations on NSPs, data centre proponents
and operators, adopting a similar approach to existing NER arrangements (including as modified in
NSW). Data centre proponents will be required to provide information in connection applications,
pay fees and provide securities (e.g. entry bonds, bank guarantees), and meet requirements relating
to energy procurement. The regulations will provide that a connection applicant cannot submit a
connection application and/or that a NSP cannot finalise a connection agreement unless the

44 AEMO System Strength Impact Assessment Guidelines, page, 8; Electricity Industry Amendment (Capital Charges) Bill
2026 (WA).

45 Oxford Economics, Final Report, July 2025 - Data Centre Energy Demand.

46 AEMC Improving the NEM access standards - Package 2 rule change 2026.
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connection applicant has demonstrated compliance with applicable requirements. These would
include, for example, obligations to pay an entry bond to the satisfaction of the Scheme Financial
Vehicle (SFV) - see Proposal 1. This approach will naturally encourage compliance as proponents
will not be able to connect to the grid without meeting them.

There are precedents for this approach. For example, Chapter 9A of the NER alters the standard
connection process, modifying clause 5.3.4 to provide that a connection applicant must not submit a
connection application to connect to an access right network unless it has an access right or has
obtained the consent of the Infrastructure Planner for the access scheme.*’

A similar approach is proposed with respect to cost recovery measures, information and other
requirements that relate to, or need to be addressed at, the connection stage. Compliance will also
be promoted through arrangements relating to the entry bond and the potential for the bond to be
forfeited if certain requirements are not met (see further discussion below regarding Proposal 1).

Other proposed measures will be given effect through new conditions in connection agreements
between data centre operators and NSPs. The derogations would specify additional matters that
must be included, e.g. requirements relating to demand flexibility, procurement of additional, firmed
energy, and prudential requirements (such as take-or-pay arrangements).

A precedent for this approach can be seen in NSW regulations which require NSPs to include power
transfer limitations or load control arrangements in connection agreements with green hydrogen
producers.*® The provisions modify the NER to enable hydrogen producers to operate dynamically to
avoid the need for network augmentations.

Connection related obligations will also be imposed on NSPs, similar to the approach adopted in
existing NER provisions (e.g. clause 5.3.5). Failure to comply with this requirement is a Tier 3 civil
penalty offence. NSPs will also be required to collect or share information (Proposals 2 and 3). The
approach to compliance with such requirements will emulate similar provisions in the NER.#°

Obligations on both data centre proponents and NSPs will be enforced using similar tools to those that
already apply under the NER.*° It is proposed that the Australian Energy Regulator (AER) will be
responsible for monitoring compliance with obligations set out in the NER (as modified by the derogations).

In addition to financial penalties, failure to comply with requirements in the connection agreement
could result in responses such as reducing the amount of available connection capacity. This option
is contemplated in template connection agreements for loads® and is considered an important and
appropriate enforcement tool given that data centre proponents may have a high willingness and
capacity to pay penalties. It is important that the approach to enforcement is effective and able to
drive compliance, particularly where non-compliance creates risks and costs to other customers,
such as high wholesale prices and poor reliability (potentially including periods of unserved energy).

47 Clause 9A.5.5(a)(al) of the NER as modified in NSW by Chapter 9A: Modification of the National Electricity Rules in New
South Wales under the Electricity Infrastructure Investment Act.

48 See clauses 65H and 65l of Division 3, Part 7B of the Electricity Supply (General) Regulation 2014.

49 For example, clause 5.2.3(j) and (k) requires NSPs to provide certain information to AEMO and any other relevant NSP;
both are tier 2 civil penalty provisions.

50 Further information about enforcement tools under the NER is available here: Civil penalty tools | AEMC.

51 Clause 2.11 of Transgrid’s template connection agreement for loads empowers Transgrid to reduce power transfer
capability at the connection point in certain circumstances, including in response to a specified non-compliance.

Reforming electricity network connection and cost recovery arrangements for data centres in NSW 12


https://gazette.nsw.gov.au/gazette/2024/12/2024-12_476-gazette.pdf
https://gazette.nsw.gov.au/gazette/2024/12/2024-12_476-gazette.pdf
https://www.aemc.gov.au/regulation/energy-rules/civil-penalty-tools
https://www.transgrid.com.au/media/mwvfyccd/template-load-network-connection-agreement-negotiated-only.pdf

3 Improving network connections and
planning

Proposal 1: Require data centre connection applicants to pay
an entry bond

This proposal addresses the risks of speculative and duplicative connection applications. Data
centres would be required to pay a sizeable entry bond when submitting an application to connect.
The applicant would need to submit evidence of payment or delivery of the entry bond to the NSP
when it submits an application to connect. Bonds would be managed by the SFV under the Ell Act.

Bonds would be additional to application fees already payable under the NER. Application fees would
still be used by NSPs to recover their prudent and efficient costs of administering and processing
connection applications. As the bond would be paid directly into the Electricity Infrastructure Fund
(EIF), it would sit outside of distribution networks’ annual revenue requirements under NER 6.4, 6.11
and 6.18, and transmission networks’ maximum allowable revenue under NER 6A.3.

The entry bond payable by data centres would be $30,000 per MW of requested capacity.
Applicants seeking to reserve very large connections would face higher charges under this
proposal. The bond rate has been selected based on an assessment of models being pursued in
various other jurisdictions.

For example, a Bill proposed by the Texas Public Utility Commission sets an upfront fee of
USS50,000 per MW for the purpose of both reducing speculative and duplicative applications and
protecting transmission planning from projects that are delayed, downsized or abandoned.®? In the
United Kingdom, the Office of Gas and Electricity Markets is proposing much higher commitment
fees of between £237,500 and £712,500 per MW.5%3

There is emerging evidence that similar approaches adopted overseas have effectively reduced
speculation and duplication. Last year in Ohio, American Electric Power introduced a large load tariff
that established new requirements for data centre connections, including requiring financial
commitments through deposits, minimum billing obligations, longer contract terms, and termination
fees. Following this, the utility observed a measurable change in the composition and volume of
connection demand, reducing the total from 30 GW to 13 GW.%*

The regulations would specify when the bond is forfeited or called upon. This could be if, for
example, an applicant fails to provide information it is required to provide under regulation within a
given timeframe, the applicant does not make contact with the NSP regarding the application within
a given timeframe, or the NSP terminates negotiations as it has reasonable grounds to believe the

52.0n 12 March 2026, the Public Utility Commission of Texas voted to publish proposed 16 TAC §25.194, which would
establish interconnection standards for new or expanding loads of 75 MW or greater in ERCOT. No estimated date to issue
a final rule has been announced.

53 Proposed; Ofgem, Curate - Demand Connections Reform

54 National Association of Regulatory Utility Commissioner, 2026. Large Load Tariffs and Load Forecasting: Reducing
Uncertainty in an Era of Load Growth, p 18.
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applicant is not negotiating in good faith. Any proceeds would be paid into the Electricity
Infrastructure Fund (EIF).

It is envisaged the regulations would enable the SFV to enter contractual arrangements with
relevant parties to ensure effective compliance with and enforcement of the bonding scheme,
including to enable NSPs and the SFV to share information about the status of the connection.

The regulations will also ensure that the obligations to provide bonds and pay fees and charges are

irrevocable, able to be transferred as ownership of a particular development changes hands (noting
the ownership of data centres often changes through development, construction and operation) and
backed by appropriate guarantees to provide surety of payment. This will ensure obligations remain
binding and enforceable over time and despite changes in commercial ownership and operation.

Consultation questions

1A. When should entry bonds lapse or be forfeit?

1B. Which connection applicants should be required to provide an entry bond?

Proposal 2: Strengthen requirements for NSPs to collect and
share information about prospective and existing data
centre connections

This proposal addresses the poor quality of data centre information and data for network planning
and coordination. NSPs would be empowered to compel data centres to provide certain types of
information. NSPs would also be obligated to share this information when requested by other NSPs,
the AER, AEMO, the EST Monitor and the Energy Corporation of NSW (EnergyCo). Similar reforms
have recently been implemented in Victoria, where a new licence condition on DNSPs requires
information regarding large load connections to be provided to the Minister.®® Similar proposals are
being put forward by transmission network operators in the United States.®®

Data centre applicants would be required to disclose when making a connection application whether
they (or a related entity or client they are acting on behalf of) are pursuing a substantially similar
application elsewhere in Australia, that, if approved, would cause them to materially change, delay
or withdraw the application. This mirrors requirements that have been proposed in Texas.®’

Data centres (both proposed and existing connections) would also be obligated to provide other
information (including commercially sensitive information) requested by a NSP.

In the case of prospective data centres, the type of information expected to be required includes:
the name of the applicant (and originating proponent if the applicant is acting on behalf of a third
party); name of site; name of site owner; Australian and New Zealand Standard Industrial
Classification (ANZSIC) code (subdivision level); requested capacity and voltage level; name of

55 The licence condition can be viewed in the Victoria Government Gazette here.

56 July 2026, PJM Board Directs Action on Resource Adequacy, Affordability and Large Loads; July 2026, Board Decisional
Letter on Critical Issue Fast Path

57 The Texas Secretary of State, Proposed Rules Title 16, Project No. 58481, March 2026,
https://www.sos.state.tx.us/texreg/archive/March272026/Proposed%20Rules/16.ECONOMIC%20REGULATION.html
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relevant bulk supply point(s); requested and expected ramping rate and timeframe; current stage of
the connection process (e.g. pre-enquiry, enquiry, application, offer, agreement, energised); date of
initial and most recent contact, enquiry and application (and withdrawal of application where
relevant); current treatment of prospective load for purposes of load forecasts and planning by the
NSP (e.g. proposed, anticipated, committed, operational).

In the case of existing data centres, the type of information expected to be required includes name
of operator and owner; name of site; name of site owner; ANZSIC code (subdivision level);
connection capacity and voltage level; name of relevant bulk supply point(s); expected and observed
ramping rate and timeframe; date of energisation of connection.

Before requesting information, the NSP would need to form the view that the information being
requested is reasonably likely to be required by it (for the purposes of processing the application,
including conducting readiness assessments, or network planning) or the other parties listed above
(for the purposes of performing a regulatory function). The other parties listed above could also
seek for the NSP to acquire and share information about data centres if they require it for the
purposes of performing a regulatory function.

Appropriate safeguards would be established to ensure commercial information would only be
shared with the parties listed for the purposes of performing regulated functions and to ensure
recipients of this information are obligated to protect it.

This information would enable NSPs to conduct readiness assessments, prepare detailed load
forecasts and perform network planning. It would also give visibility over the status of projects to
improve prioritisation of resources and efficiency of network planning decisions. NSPs already
perform all these functions, but this proposal would ensure all information needed to do so
effectively and efficiently is collected and shared in a timely way. For regulators like the AER and
AEMO, the information would ensure they are making decisions and performing regulated functions
based on the best information. For data centre operators, information sharing can support better
gqueue management, prioritisation of projects and more efficient connection timeframes.

Proposal 3: Strengthen requirements for NSPs to develop
and share information about load forecasts and transfer
capacity, and to conduct joint planning for data centres

This proposal would further enhance the quality of network planning information and decision-
making for data centre loads. Regulations would set stronger requirements on NSPs to develop and
share information with other NSPs and relevant entities about load forecasts, transfer capacity and
to support joint planning. NSPs are already meeting many of these requirements, however
regulation is needed to ensure consistency in approach and increase the frequency and detail of
data produced and shared.

NSPs would be required to prepare load forecasts at least quarterly (and whenever a new
connection agreement with a data centre is executed) for each of its bulk supply points, and to
share these forecasts with other NSPs, AEMO, the EST Monitor and EnergyCo. This mitigates the
risk of cost socialisation by ensuring all upstream network impacts and costs are considered.

Transgrid would also be required to provide information to DNSPs, AEMO, the EST Monitor and
EnergyCo about actual and forecast transfer capacity available at each bulk supply at least
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guarterly (and whenever a new connection agreement with a data centre is executed), as well as
updates about the status of major network projects with which it is involved.

NSPs would also be required to consult each other when a new application to connect is received
from a data centre operator seeking to connect. Consultation would be for the purposes of
identifying downstream or upstream network impacts, network or generation constraints, accurate
network cost allocation, and to facilitate joint planning where required. There would be an ongoing
obligation to engage in good faith as applications progress or change.

The regulations would be principles-based, with implementation approaches to be agreed
collaboratively between NSPs, the department and other relevant entities. For example, a database
that contains the required information on existing and anticipated loads and is regularly updated
could facilitate efficient and effective data sharing and ensure consistency.

Proposal 4: Require connection agreements with data
centres to incorporate demand profiles

It is proposed NSPs be required to provide that connection agreements with data centres include:

e ademand profile setting out the maximum demand that the data centre expects to use in each
year of the contract, with material penalties for exceeding these maximums

e acapacity profile setting out the capacity that will be made available to the customer in each
year of the contract

e conditions that, if actual maximum demand consistently (e.g. for a period of three years) falls
well below the demand profile, the NSP may seek to adjust rated capacity accordingly (e.g. by
reducing, or not increasing, the rated capacity).

It is understood that demand and capacity profiles, and the ability to reallocate capacity where it is
not taken up for an extended period, are already features of connection agreements being used by
NSPs. It is proposed the regulation establish a consistent standard, providing certainty to both
industry and NSPs.

This proposal would mitigate risks associated with uncertain ramp up rates and the ‘locking up’ of
capacity by data centres, including by providing greater clarity on expected energy usage from data
centres over time. This will enable NSPs to effectively plan and coordinate connections and network
infrastructure upgrades over time. For example, this may allow more connections to occur earlier, or
the deferral of costly network augmentations.

Appendix C outlines the proposed derogations from the NER to give effect to these proposals.
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4 |Improving network cost allocation and
recovery

Proposal 5: Require DNSPs to recover appropriate
transmission network upgrade costs from data centres
connecting to distribution networks

This proposal addresses the gap in the framework for allocating transmission augmentation costs to
data centres connecting to distribution networks. It would ensure that connection charges paid by
data centre applicants connecting to distribution networks pay for the share of transmission costs
their connection causes. This is already required for some, but not all connections. The intention is to
expand this requirement to data centre operators, leveraging this existing framework.

It is also intended the requirement be strengthened to oblige DNSPs to collaborate with TNSPs to
identify whether a proposed data centre connection causes the need to augment or extend the
transmission network, and to ensure network charges paid by data centre applicants incorporate
and recover the costs of these works.

This differs to the approach in the NER which only requires parties to negotiate in good faith. This
may not be sufficiently robust to protect small customers from cross-subsidy risks given all parties
have incentives to finalise connection fast, and given identifying and allocating back transmission
costs is likely to be challenging and time-consuming. Competition between NSPs to connect these
large loads amplify this risk.

Proposal 6: Require data centres to guarantee they will pay
the costs of capacity made available to them, regardless of
whether they use it

This proposal would address the risk that data centres under-pay for network services provided to
them in the event they either close prematurely or use less than their rated capacity.

To ensure that data centres pay for the costs of the shared network that they trigger, NSPs should
establish a consistent set of requirements that ensure a minimum contribution towards these costs
is made by data centres. This would also disincentivise data centre proponents from seeking
oversized connections or terminating connections early by requiring customers make strong,
ongoing financial commitments.

This could be given effect through prudential requirements (e.g. bank guarantees, minimum use of
system charges, upfront capital contributions) included in connection agreements and charges. For
example, data centre operators could be required to guarantee minimum use of system service
charges for 10 years. The minimum could be set as a certain percentage of the charges that would
have been payable if actual usage had matched expected usage in the given year based on the
demand profile included in the connection agreement (see Proposal 4). The value of these minimum
charges could be backed by a guarantee that removes risks of ongoing payments being made.
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Alternatively, this could be given effect through changes to pricing arrangements. For example,
changes could be made to require that use of system charges (or part thereof) are calculated based
on connection capacity rather than observed usage.

In either case, the intent would be to ensure that data centres make a guaranteed, ongoing
contribution that covers the costs of building and maintaining the shared electricity network
required to connect and supply them. This protects other electricity customers from bearing costs
triggered, and avoided, by data centres that have a very large connection capacity and
comparatively low electricity usage.

It is envisaged that this contribution would be guaranteed by a bank guarantee from an Australian-
owned, authorised deposit-taking institution that the Australian Prudential Regulation Authority has
classified as a Significant Financial Institution.®® NSPs would be obliged to take all reasonable steps
to ensure data centre operators make minimum, ongoing contributions, including by enforcing the
guarantee where required.

Ausgrid, Endeavour and Transgrid have expressed support for take-or-pay arrangements to filter
out speculative enquiries, noting these measures can be implemented through connection
agreements and provide an appropriate incentive for proponents to accurately forecast their future
requirements.®®

Consultation questions

6A. How much flexibility should the regulations provide in relation to minimum guaranteed
contributions to ongoing network costs?

6B. Is 10 years a sufficient and appropriate period for minimum guaranteed contributions to
ongoing network costs?

58 APRA, List of registered authorised deposit-taking institutions; APRA, Significant financial institutions register.

59 Ausgrid, Data Centre Inquiry — answers to supplementary questions, July 2026; Transgrid, Inquiry into Data Centres, April
2026; Endeavour Energy, Data Centre Inquiry — answers to supplementary questions, June 2026.
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Proposal 7: Require data centre connection applicants pay a
Major Network Upgrade Fee with a default rate of
$200,000/MW for connections in Sydney-Newcastle-
Wollongong and $S100,000/MW elsewhere

This proposal addresses the gap in current arrangements whereby data centres are not allocated
any of the additional costs they create in relation to major network upgrades.

It is proposed data centres be required to pay a Major Network Upgrade Fee. This fee would be in
addition to existing network charges. The fee would be paid into the EIF immediately prior to the
execution of a connection agreement, with data centre operators required to submit proof of
payment to the NSP prior to execution.

The fee would be levied on the rated capacity of the connection less any ‘flexible’ capacity. ‘Flexible’
capacity is capacity the customer agrees not to use at certain times or in certain circumstances

(e.g. at times of peak demand). This is intended to incentivise the take up of flexible connection
arrangements that can improve network utilisation and defer costly network augmentations.®°

The applicable rate of the fee would ultimately be determined by the Consumer Trustee in line with
principles set in the regulation.

The regulation would set a default rate that would apply in the interim while the Consumer Trustee
performs the analysis required to make its determination. This default rate would be $200,000 per
MW of rated capacity for those data centres seeking to connect in the Sydney-Newcastle-
Wollongong region, and $100,000 per MW of rated capacity for those seeking to connect elsewhere
in NSW.

Box 1 describes the expected process to determine the fee. The Department has used a simplified
version of this method concentrating on Sydney Ring South to determine the default rate.

Box 1: Analysis of the impact of data centres on the timing of major transmission projects

The Major Network Upgrade Fee is designed to recover the incremental cost imposed on the
system when new data centre demand means that these large network augmentations or REZ
developments need to be delivered earlier than would otherwise be required.

Two scenarios were assessed by the Department to estimate an appropriate default rate of this
fee:

Counterfactual scenario: Network augmentation and REZ development occur in response to
underlying demand growth based on AEMO forecasts and EST Monitor modelling.

Data centre demand scenario: Additional demand from data centres means augmentations need
to be delivered sooner.

The difference in timing represents the augmentation cost attributable to the new demand.

The augmentation timing is estimated using latest AEMO demand forecasts and scenarios, EST
Monitor analysis of forecast shortfalls and network constraints within the SNW region and
assessment of the augmentation trigger date under both the counterfactual and accelerated

60 Flexible capacity would not include capacity that can always be used except in the case where there is an outage or
capacity has been reduced in response to an emergency (e.g. a lack of reserve event).
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demand cases. Project capital expenditure assumptions for network augmentations and REZ
developments are sourced from AEMO, departmental and EnergyCo publications. Cost escalation
and contingency assumptions were aligned with AEMO project cost methodologies and a
weighted average cost of capital consistent with regulatory and planning assessment frameworks
was adopted.

The Major Network Upgrade Fee cost pool is allocated across the new data centre connections
that are responsible for bringing forward the need for augmentation. The fee payable by an
individual proponent is calculated based on its share of the total new data centre demand:

(NPVData centre demand_NPVCounterfactual)

Major Network Upgrade Fee; = e
value pool

where:

DCyamepoor = total capacity of all new data centre connections contributing to the acceleration
trigger;

NPVgata centre demana = Net present value of data centre demand scenario augmentation
NPVeounterfactuar = N€t present value of counterfactual scenario augmentation

This approach ensures the incremental cost is fully recovered from the cohort of new load
connections that cause the investment to be brought forward, with costs allocated
proportionately based on their contribution to these incremental costs.

A large share of transmission costs is allocated to customers based on their location. Requiring a
higher fee to be paid by customers seeking to connect in the Sydney-Newcastle-Wollongong
region is consistent with current transmission pricing principles. A higher fee in this region also
sends a clear locational signal to customers about constraints in this region.

Increased electricity demand from data centres also has the potential to benefit NSW households
and business electricity customers. Network businesses recover the costs of their investments
over the life of the asset. A large part of the network component of electricity bills is to recover
historical investment in existing network assets. All else being equal, higher electricity demand
enables network businesses to recover their regulated revenue with lower network charges. The
final fee is reduced by the estimated benefits of increased utilisation as shown below.
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Fee Calculation Methodology

Process for determining the per MW based fee for new data centre connections

Develop demand scenarios

Develop counterfactual and accelerated demand scenarios based on AEMO latest data centre projections

|

Apply demand to network and REZ modelling

Apply demand into ESTM analysis and REZ energy demand modelling to identify the timing need for each network and REZ augmentation

|

Calculate NPV difference between augmentation timings

Estimate the latest capital cost and NPV of the network and REZ augmentations impacted by demand scenarios

|

Determine the fee based on data centres’ value pool

Apply the NPV difference against the data centres’ value pool to determine the per MW fee

|

Adjust the fee based on expected network utilisation benefit

Account for potential benefits from decreased per unit network costs resulting from data centre demand increasing network utilisation

$/MW Fee determined

We are seeking stakeholder feedback on the principles to be included in the regulation to guide the
setting of a revised rate by the Consumer Trustee. The Electricity Infrastructure Investment
Amendment Bill 2026 sets out principles that must be considered by the Consumer Trustee in
setting access fees for a large load access scheme. Subject to passage of the Bill, proposed new
section 26(1A) of the EIl Act would require the Consumer Trustee to consider principles that include:

e ensuring proponents of large load infrastructure are responsible for the cost of network
infrastructure required to supply large load infrastructure

e ensuring NSW electricity customers, other than proponents of large load infrastructure, do not
pay the cost of network infrastructure required to supply large load infrastructure

e the importance of maintaining electricity supply that is reliable, secure, affordable and
sustainable.

The proposed regulation would set out similar principles to guide the setting of the Major Network
Upgrade Fee. Recognising that data centres can deliver benefits through increasing network
utilisation, the regulations will also include a principle requiring the Consumer Trustee to consider
this benefit in setting the fee. They would also require the Consumer Trustee to consider the
difference between forecast and actual capital expenditure, having regard for historical cost
escalation relative to early estimates.

The principles could also require the Consumer Trustee to consider how data centres should
contribute where they are connecting to existing infrastructure that has been funded by other
customers, and what arrangements should apply when a data centre accesses the grid via an
existing connection. Such an approach could be used to avoid paying the Major Network Upgrade
Fee and risks socialising costs.®’

8 For example, a data centre could seek to connect ‘behind the meter’ and use generation capacity that was intended to
be transferred to major load centres via network infrastructure that has been funded by other customers. This could result
in partial asset stranding (since that power is no longer available to be transferred to load centres via the network
infrastructure, meaning its utilisation falls). It may also necessitate other investments to make up for the effective loss of
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The regulation would provide that the rate of the Major Network Upgrade Fee could not be altered
more than once every two years. This seeks to balance the need to ensure the fees remain cost
reflective with the need to provide a sufficient level of certainty to data centre developers and
operators. The regulation would also provide they need to consider the difference between forecast
and actual capital expenditure. We are seeking stakeholder feedback on the appropriate frequency
of potential changes to the rate.

There are domestic precedents for similar fees to fund major network upgrades. For example, a Bill
currently before the Western Australian Parliament would enable regulations to be made requiring a
fixed $100,000 per MW capital charge for new and expanded transmission connections of 10 MW or
more to take effect from 1 October 2026. It would also enable higher rates to be applied if it was
determined the $100,000/MW rate was not sufficient to ensure the customer base did not cross
subsidise network costs created by a particular class or type of connections.®?

A fee of $200,000/MW is not considered likely to materially impact investment when compared
against the average development costs of data centres. Based on information included in
submissions to the NSW Parliamentary Inquiry into Data Centres, and information from planning
applications, the Department estimates current development costs for hyperscalers and co-locators
averages S11m/MW.

It is envisaged that, in addition to compliance requirements in the modified NER, the regulations
would enable the SFV to enter contractual arrangements with relevant parties to ensure effective
arrangements relating to the fee, including to enable NSPs and the SFV to share information about
the status of the connection and payment of the fee.

This fee will support data centre investment by providing clarity for investors, developers, NSPs and
regulators about the cost of connecting to networks in NSW. It will also help give the community
confidence that data centres are paying their fair share and households and small businesses will
not bear network costs created by data centres. The Government will continue to work with NSPs to
support the accelerated delivery of major network upgrades, to meet data centre demand.

Consultation questions

7A. What principles and cost and benefit categories should the Consumer Trustee consider in
setting the Major Network Upgrade Fee?

that energy resource and related transfer capacity. This outcome would be contrary to the principle of ensuring that small
customers do not bear costs triggered by large load connections.

62 Electricity Industry Amendment (Capital Charges) Bill 2026 (WA).
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Proposal 8: Require transmission-connected data centres to
contribute to the costs of jurisdictional schemes

The Australian Government has submitted a rule change request to the Australian Energy Market
Commission that seeks to address gaps in national cost recovery arrangements, including in relation
to jurisdictional schemes. Consideration and (if made) implementation of this rule change request
will take time; NSW needs to act now to ensure that small customers do not bear an inequitable
share of jurisdictional scheme costs.

This proposal would ensure transmission-connected data centres contribute to the costs of
jurisdictional schemes like the Roadmap and Climate Change Fund, reflecting that they, like all
electricity customers, will rely on these schemes for clean, reliable and secure energy.

It is proposed data centre customers make an annual contribution to the costs of the Roadmap and
Climate Change Fund in a similar fashion to distribution-connected customers. These contributions
would be paid into the EIF for the Roadmap and Special Deposits Account for the Climate Change
Fund. These contributions would reduce the amount that needs to be recovered annually from other
electricity customers.

The amount recovered from data centre customers would be determined in line with regulatory
requirements and, depending on the implementation pathway, could be paid into the relevant
jurisdiction scheme fund directly by transmission-connected data centres, or by the NSP and then
passed on to transmission-connected data centres. These requirements would be set to ensure that
the contribution is reflective of the costs of servicing these large data centres. As discussed in
Section 1, many data centres have very large connection capacities and relatively low consumption.
The regulatory framework would ensure charges are set to account for this, avoiding the risk of cost
socialisation across the wider consumer base.

This proposal is intended as an interim solution while lasting changes continue to be implemented to
deliver more enduring reform that will ensure the costs of jurisdictional schemes are recovered
equitably. The NSW Government’s plans for future reform of jurisdictional scheme cost recovery
frameworks are discussed further in Section 5 below.

In 2023, the Government accepted a recommendation of the Electricity Supply and Reliability Check
Up to review the exemptions framework for Roadmap costs and consider including transmission-
connected businesses to reduce the burden on small customers.®® This proposal is consistent with
this commitment. It also responds to calls from stakeholders, including DNSPs, to address the
differential treatment of distribution and transmission-connected customers that can distort
network connection decisions by prospective customers.

Appendix C outlines the proposed derogations from the NER to give effect to these proposals.

63 September 2023, NSW Government response to the Electricity Supply and Reliability Check Up, Recommendation 15.

Reforming electricity network connection and cost recovery arrangements for data centres in NSW 23



5 Supporting implementation of measures
in the NSW Data Centre Guidelines

Proposal 9: Require NSPs to use connection agreements to
reinforce compliance with requirements to offset demand
through PPA and firming agreements

This proposal would complement planning measures to ensure robust compliance with PPA
performance measures in the NSW Data Centre Guidelines and the Australian Government’s
Expectations of data centres and Al infrastructure developers. NSPs would be required to include
conditions in connection agreements to help ensure that data centres offset their demand in line
with requirements set in their conditions of consent.

Consistent with conditions of consent, the connection agreement could stipulate that a data centre
may not energise until it has obtained approval from the Secretary of DPHI for its Sustainability
Management Plan or Greenhouse Gas Mitigation Plan. (This Plan addresses requirements relating to
procurement of renewable energy, measures to improve efficiency etc.)

Ongoing compliance with the Plan could also be supported by the connection agreement. This is
considered appropriate since, without a suitable plan to ensure that new large loads invest in
adequate new generation capacity, the operation of the data centre can be expected to negatively
impact the reliability of the power system (as well as wholesale prices).

It is proposed that if DPHI became aware of non-compliance by a data centre with PPA requirements
and the non-compliance was not satisfactorily remedied, DPHI could advise the relevant NSP of the
non-compliance. The NSP would then reduce the capacity available to the data centre operator. This
option is contemplated in template connection agreements for loads® and is considered an
important and appropriate enforcement tool given that data centre proponents may have a high
willingness and capacity to pay penalties.

This approach will help protect NSW electricity customers by ensuring they do not face higher
wholesale electricity prices or poor reliability due to failure of data centre operators to offset their
demand. Modelling for the Clean Energy Finance Corporation (CEFC) shows that data centre
demand growth will contribute to significant wholesale price increases unless demand is offset by
investment in additional, firmed renewable generation capacity.®® Given the increase in data centre
demand forecasts, this modelling is now considered conservative.®®

Boosting investment in new supply is also critical to support reliability as demand increases and coal
retires. Without very substantial investment in additional, firmed supply, projected electricity
shortfalls will be exacerbated, resulting in periods of unserved energy. Absent new investment in

64 Clause 2.11 of Transgrid’s template connection agreement for loads empowers Transgrid to reduce power transfer
capability at the connection point in certain circumstances, including in response to a specified non-compliance.

65 Baringa, Getting the Balance Right: data centre growth and the energy transition, December 2025.

66 For example, AEMQO’s 2026 ISP forecast for data centre energy consumption in NSW is 70% higher than the ESOO
forecast less than a year prior (based on internal departmental analysis of 2026 ISP and 2025 ESOO data centre
consumption forecasts).
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additional renewable capacity, carbon emissions will also increase due to prolonged and increased
reliance on gas and coal. This will necessitate further investment to meet legislated emission
reduction targets, which will add to the costs imposed on consumers and communities.

Preventing such outcomes is critical to achieving the objectives of the Ell Act (which include
improving the affordability, reliability security and sustainability of electricity supply), the principles
underpinning the NSW Data Centre Guidelines, and the Australian Government’s Expectations of
data centres and Al infrastructure developers.

Proposal 10: Require NSPs to use connection agreements to
operationalise and enforce compliance with requirements to
reduce load in times of grid stress

This proposal would support compliance and enforcement of demand flexibility performance
measures in the NSW Data Centre Guidelines. NSPs would be required to include conditions in
connection agreements requiring data centre operators to reduce load during grid stress events -
including periods of peak demand and low supply.

As mentioned in Section 2, a precedent exists in the Electricity Supply (General) Regulation 2014
which provides for the inclusion of load control arrangements in hydrogen electrolyser connection
agreements. South Australia has also introduced a requirement that data centres with a capacity of
100MW or more must comply with reasonable directions to vary their electrical load by up to 100%
within reasonable timeframes (considering the severity of the situation).®’

The connection agreement would require data centres to reduce load in response to signals from the
NSP or AEMO. It is proposed that data centres be subject to requirements to reduce load by 25% for
up to a two-hour period. This would be in addition to standard conditions in connection agreements
providing that transfer capacity can be reduced in response to constraints or other conditions
affecting the network.®®

Connection agreements would require data centre operators to reduce load in line with the hierarchy
provided for in the Guidelines (load shifting/curtailment followed by use of onsite or proximate
renewable generation/storage) and reflected in consent conditions.®® Compliance with consent
conditions will be monitored in line with existing DPHI compliance practices and programs. In
accordance with conditions of consent, diesel generators are not to be used for load flexibility (or
‘load curtailment’ as defined in the conditions of consent) or for the purpose of generating electricity
to be distributed by the NEM.

Most entities have multiple data centres and already offer ‘geo-redundancy’ as part of their uptime
offering (i.e. the ability to move tasks to another data centre in the event of an outage). The same
approach can be used to reduce demand in response to peak demand or a grid stress event. Non-
critical tasks can also be moved in time, as is demonstrated by an increasing number and type of
trials and projects.

67 South Australia Government, Technical Regulator Guideline - Requirements for Data Centres, February 2026, p 9.

68 See, for example, clause 2.10(b) of Transgrid’'s template connection agreement for loads.

69 ‘Proximate’ generation and storage includes assets that are electrically ‘close’ to the data centre - i.e. located
downstream of relevant network constraints. What is considered proximate in a given case would be agreed with the NSP
to whose network the data centre seeks to connect.
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International experience shows that data centres can provide meaningful demand flexibility through
software-based management of computing workloads. A 2026 trial involving Emerald Al, Oracle
Cloud Infrastructure, NVIDIA and EPRI reduced electricity use across a 256-GPU cluster by 25% for
three hours during simulated peak grid events.”® The trial was conducted in a live hyperscale data
centre and maintained Al quality-of-service guarantees. It achieved the reduction by slowing and
rescheduling selected workloads, without additional batteries or changes to hardware.

A separate United Kingdom trial involving Emerald Al and National Grid involved more than 200
simulated grid events over a period of five days. Demand reductions of 10-40% were sustained for
periods of between two and ten hours, while critical workloads continued to run as normal. The trial
demonstrated that the data centre could smooth short term demand spikes, help the grid navigate
sustained periods of low renewable supply (up to 10 hours) and respond to a system stress event,
shedding 30% of its load in ~30 seconds to maintain grid resilience.”

Through programmes like the ‘DCFlex’ Initiative, operators such as Google and Nvidia are piloting
shifting Al-training workloads to off-peak hours, drawing on batteries and modulating load to support
the grid.”? The ability to shift demand temporally has also been utilised to promote grid stability
during periods of peak stress on several occasions, including in Europe, Taiwan, and the United
States.”®

Such techniques are now being incorporated into the Aurora Al Factory in Virginia, which will be the
world’s first power-flexible Al Factory (due for completion in late 2026). The plant will respond to the
grid's real-time needs, allowing for intelligent workload scheduling and power management to meet
both grid needs and stringent Al workload performance standards.

Similar techniques underpin carbon-aware computing platforms. For example, Google’s carbon-
aware computing program shifts non-urgent tasks to different times or to other data centres,
depending on where renewable energy is more available. Google reports that up to 35% of the load
at its Michigan campus may be available for demand response.”* Where workloads cannot be
reduced or rescheduled, on-site or off-site batteries can reduce demand from the grid without
interrupting computing services.

In Ireland, Digital Realty and Enel X have commercially deployed existing UPS batteries to provide an
initial 6 MW of fast grid response.”® Separate large-scale testing found that an on-site battery
energy storage system (BESS) could meet 50% of a facility’s rated capacity during a demand-
response event and support its full load for up to four hours.”®

Air Trunk’s SYD3 data centre will be supported by a nearby BESS (estimated to cost $300m).”” This
approach has been adopted to address network constraints, enabling the data centre to draw on the
BESS during peak periods. The same approach can be used to reduce demand in peak periods

(or low supply periods), regardless of network constraints.

70 Colangelo, E. et al. (2026) ‘Al data centres as grid-interactive assets’, Nature Energy, 11, pp. 254-261.
7' National Grid Partners (2026) Emerald-Al - Power Flexible Al: A UK-First Demonstration.
72 Energy Central, Unlocking Al potential with Data Centre Flexibility.

73 Oxford Economics, Final Report, July 2025 - Data Centre Energy Demand.

74 Google Cloud (2023) Using demand response to reduce data centre power consumption.

75 Enel X (n.d.) Digital Realty case study. Available at: Enel X - Digital Realty colocation case study.

76 Verrus and NREL demonstrate flexible data centre technology. Available at: Verrus - NREL flexible data centre
demonstration.

77 B. Wilmot, AirTrunk taps battery tech to handle surging power demand, The Australian, 18 March 2026
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These examples show that data centres can provide flexibility by changing when or where computing
occurs, or when they draw electricity from the grid. They demonstrate that demand reductions can
be delivered without disrupting the provision of critical services. Providing for demand flexibility will
support faster and cheaper connection in areas where the network is constrained, and reduce the
level of the Major Network Upgrade Fee (see Proposal 7). This will allow more data centre operators
to be connected sooner and reduce the cost of connections and required network augmentations.

For example, in June 2026 Endeavour Energy noted that it was working with two data centre
operators to implement flexible connection arrangements which, if executed, would potentially
provide approximately 200 megavolt-amperes of flexible load that could be managed through
agreed connection conditions, enabling Endeavour Energy to request temporary reductions in
demand during periods of network constraint while permanent network augmentations are
completed. It also noted that it was in discussions with several other customers regarding flexible
connections, and that it expects the amount of flexible load available to increase over time.”®

For electricity customers and electricity networks, demand flexibility will allow more load to be
served on the existing network, increasing network utilisation and deferring the need for network
augmentations. It would also reduce the wholesale electricity price and reliability impacts of
increasing data centre demand by ensuring it is reduced when the demand-supply balance is tight.

The regulation could set out the circumstances in which NSPs or AEMO are to trigger demand
flexibility. For example, demand flexibility could be called on when wholesale prices exceed a
threshold or in response to system conditions (e.g. low reserve conditions). NSPs and AEMO would
also have the option to trigger demand flexibility in additional circumstances, reflecting local
conditions. The Department is mindful of the need to ensure that demand flexibility does not create
or exacerbate system security challenges which can arise when demand levels rise or fall rapidly.
We will continue to liaise with AEMO regarding these proposals and collaborate in the development
of frameworks designed to enhance visibility and support market integration.”®

Consultation questions

10A. Which events should trigger demand flexibility requirements?

Appendix C outlines the proposed derogations from the NER to give effect to these proposals.

78 June 2026, Endeavour Energy response to NSW Parliamentary Inquiry into Data Centres Supplementary Questions, p 8.

79 AEMO has recently submitted a rule change request to enhance visibility and market integration, Operational integration
and visibility of large inverter-based loads | AEMC.
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6 Future actions

Establishing an access scheme

Through proposed amendments to the Ell Act, the NSW Government is taking steps to support
additional mechanisms to facilitate data centre investment while maintaining a reliable, secure, and
affordable power system. These amendments would enable the Minister to declare a new type of
access scheme that applies to large loads (such as data centres) to manage where, when and how
much large load connects to the electricity network, helping to align new demand with available
system capacity.

Many submissions from various stakeholders in response to the NSW Data Centre Consultation
Paper (published by Infrastructure NSW in March 2026) called for Government to more proactively
plan for data centre investment, including in collaboration with NSPs.8° These changes are outside
the scope of the reforms considered by this consultation paper, but will progress in early 2027.

Leveraging the existing access scheme framework provides an opportunity to better coordinate
investment between large load and supply infrastructure to manage the location, scale and cumulative
impacts of large loads on all other NSW electricity customers. The proposed amendments would enable
the Minister for Energy to declare an access scheme for large loads and establish conditions governing
how and when projects access and use network infrastructure in NSW.

How an access scheme would work

The large load access scheme framework is designed to support investment in a planned and
strategically coordinated manner that aligns with available network and generation capacity and
manages cumulative impacts on energy and water systems for communities across NSW.

An access scheme would outline the conditions and processes for how large load proponents can
obtain access to the network, which could include merit criteria and eligibility requirements. Data
centres could apply for access which would be allocated through a competitive process, harnessing
competition to drive innovation and encourage best in class projects. The scale of connections for
large loads would be set based on the capacity of the energy system. Capacity could be allocated
for future years based on electricity network projects being delivered, such as the Hunter
Transmission Project, facilitating better timeline planning and network augmentation processes.

By improving coordination of the timing, location and scale of connections, allocating access rights
to the network under an access scheme would:

e provide greater visibility of large load connections, supporting more accurate demand
forecasting to inform the planning of generation and firming projects and network upgrades

e support investment certainty to de-risk the financing of data centre projects through an avenue
that confirms connection priority

e encourage innovation and high-quality projects by building on performance measures in the
Guidelines and using a competitive mechanism, such as a tender, prioritising best in class and
genuine projects

80 NSW Data Centre Consultation Paper.
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e strengthen investment signals and promote more sustainable data centre development over the
short to long term and encourage the timely approval of connection applications.

Ensuring the costs of jurisdictional schemes are recovered
equitably

The Government will continue to investigate reforms that ensure the costs of jurisdictional schemes
like the Electricity Infrastructure Roadmap and the Climate Change Fund are allocated in line with
beneficiary pays principles.

In 2023, the Government accepted a recommendation of the Electricity Supply and Reliability Check
Up to work with DNSPs on principles for how best to recover Roadmap contributions through their
tariff structures. The Government is continuing to work with distribution businesses to progress this
Check Up recommendation to ensure distribution connected data centres contribute equitably to
the allocation of the costs of the Roadmap.

The Government accepted a recommendation of the Check Up to review the exemptions framework
for Roadmap costs and consider including transmission-connected businesses to reduce the burden
on small customers. In addition to the interim measure proposed to be given effect under Proposal
8, the Government is continuing to investigate options to deliver more enduring reform to include
transmission cost recovery in the Roadmap and to ensure all NSP customers contribute to Roadmap
costs, including dual-function asset connected customers.

The Australian Government has also submitted a rule change request that seeks to address gaps in
national cost recovery arrangements, including in relation to jurisdictional schemes.®’ The NSW
Government will continue to work with the Australian Government as this rule change request
progresses.

81 See July 2026 ECMC Communique.
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/ Next steps

The Department is seeking feedback on the measures and consultation questions outlined in
Sections 2-5, as well as any other matters of relevance to the proposals. Stakeholders are invited to
make submissions in response through the NSW Government’s Have Your Say website or by email at
network.economicpolicy@dcceew.nsw.gov.au. Submissions to this consultation paper close at

5 pm Monday 14 September 2026. Feedback will be used to inform the preparation of a regulation
intended to be made under the Ell Act in Q4 2026, subject to passage of the Electricity
Infrastructure Investment Amendment Bill 2026.

Following implementation of the final regulation, the Government will continue to monitor
developments to ensure measures are fit for purpose and achieving the Government’s objectives,
including facilitating world-class investment while protecting electricity customers. The
Government will also continue to monitor and collaborate regarding changes being considered at
the national level to promote alignment and avoid duplication. State-based regulatory requirements
may be sunsetted where national reform means they are no longer required.

Separately, the Department will develop and consult on draft amendments to the Electricity
Infrastructure Investment Regulation 2021 to establish the process and regulatory settings for large
load access schemes. Establishing this framework will not automatically result in the
implementation of an access scheme but would provide the Minister with an additional tool should a
scheme be required to manage cumulative impacts in the future.

It is expected that the amendments will expand and adapt the existing provisions that set out how
an access scheme is declared, how fees are set, and the type of infrastructure that the access
scheme applies to, so that any access scheme declared for large load infrastructure is fit for
purpose.

Following these amendments, the Minister may, if required, declare one or multiple access schemes
for specified large loads (i.e. data centres), depending on the needs of NSW and the energy system.

Consultation on the proposed regulatory framework is expected to commence in late 2026 and
continue in the first half of 2027.
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Appendix A: Policy responses by jurisdiction

Issue Jurisdiction Policy response
Network Ireland e System operators required to publish regular data on network constraints and data centre connection
connections & process, including steps and criteria, before issuing offers®?
planning
Netherlands e Prioritising projects with ‘social function’, e.g. alleviating grid consumption or providing public services®3
Germany e Applications are assessed based on predefined criteria and likelihood of realisation
Sweden e First-come, first-served approach combined with a strict milestone approach. Projects lose capacity

allocation if no progress is evident or if duplicate applications are identified®*

Texas, USA e Interconnection study fees of up to $300,000%8%
e Significant financial penalties for load ramp delays*®®
e Connection applicants required to disclose if their application is a duplicate®’

e Structured prioritisation process for allocating capacity, considering project maturity, readiness and
system impacts®®

82 CRU Decision on New Electricity Connection Policy for Data Centres.

83 Authority for Consumers & Markets, ‘ACM: giving priority to projects that contribute to major social objectives remains possible with the new prioritisation framework’, 2025.

84 Svenska Kraftnat, Principles and guidelines for connecting to the national grids, 2025.

85 *Proposed; Texas state, Proposed rule 16.

86 *Proposed; Texas state, Proposed rule 16; GreenbergTraurig, ‘Texas Senate Bill 6 Update’, 2026.

87 Texas state, Proposed rule 16; GreenbergTraurig, ‘Texas Senate Bill 6 Update’, 2026.
88 ERCOT'’s Batch Zero Proposal and What It Means for Large-Load Projects in Texas | Seyfarth Shaw LLP.
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https://www.svk.se/4afd3a/siteassets/aktorsportalen/anslut-till-transmissionsnatet/principles-and-guidelines-for-connecting-to-the-national-grids.pdf
https://www.sos.state.tx.us/texreg/archive/March272026/Proposed%20Rules/16.ECONOMIC%20REGULATION.html
https://www.sos.state.tx.us/texreg/archive/March272026/Proposed%20Rules/16.ECONOMIC%20REGULATION.html
https://www.gtlaw.com/en/insights/2026/3/texas-senate-bill-6-update-what-data-centers-large-load-customers-should-know-about-proposed-interconnection-standards
https://www.sos.state.tx.us/texreg/archive/March272026/Proposed%20Rules/16.ECONOMIC%20REGULATION.html
https://www.gtlaw.com/en/insights/2026/3/texas-senate-bill-6-update-what-data-centers-large-load-customers-should-know-about-proposed-interconnection-standards
https://www.seyfarth.com/news-insights/ercots-batch-zero-proposal-and-what-it-means-for-large-load-projects-in-texas.html

Issue Jurisdiction

Georgia, USA

Policy response

Requiring longer contract terms of up to 15 years®®

Utilities required to file quarterly reports to track new data centres and studies to provide cost allocations
that ensure data centres pay total costs of connection®

California, USA

Transmission-level customers must provide detailed infrastructure studies and cost information®

Data centre owners required to provide energy use information, such as PUE, on a biannual basis*®?

Multiple states,
USA

A large load register is proposed to be developed and maintained by PJM - a regional transmission
organization for 13 US states. This is designed to improve load forecast accuracy and transparency, with
large loads defined as customers with a peak load quantity of at least 50 MW. Electricity distributors would
be sourced from electricity distributors regarding the location and load requirements of large loads, and this
information will be made available to the public, subject to confidentiality requirements.*®3

EU

NSPs and data centres must report detailed information on energy performance and sustainability metrics,
such as energy consumption, waste heat recovery, and PUE and WUE®*

EU sustainability rating scheme establishes a common Union rating scheme for data centres®

89 Georgia Public Service Commission, Data Center Fact Sheet.

0 |bid.

91 California ISO, ‘Large load considerations issues paper’, 2026.

%2 *Proposed; AB 222 Data centres: power usage effectiveness: cost shifts, 2025.

%8 July 2026, PJM Board Directs Action on Resource Adequacy, Affordability and Large Loads; July 2026, Board Decisional Letter on Critical Issue Fast Path

94 Commission delegated regulation (EU) 2024/1364.

9 European Commission, ‘Rating scheme for data centres in the EU - Commission launches call for feedback’, 2026.
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https://psc.ga.gov/site/downloads/datacenterfactsheet.pdf
https://www.caiso.com/documents/issue-paper-large-load-consideration-jan-20-2026.pdf
https://leginfo.legislature.ca.gov/faces/billStatusClient.xhtml?bill_id=202520260AB222
https://insidelines.pjm.com/pjm-board-directs-action-on-resource-adequacy-affordability-and-large-loads/
https://www.pjm.com/-/media/DotCom/about-pjm/who-we-are/public-disclosures/2026/20260727-board-decisional-letter-on-cifp-reliability-backstop-procurement-and-connect-and-manage.pdf
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=OJ:L_202401364
https://energy.ec.europa.eu/news/rating-scheme-data-centres-eu-commission-launches-call-feedback-2026-03-27_en

Issue

Jurisdiction

UK

Policy response

Data centres above 40 MW will be required to pay a returnable financial commitment, currently proposed at
£237,500 to £712,500 per MW of requested capacity. The fee will be returned if the project proceeds as
planned.*%

‘First-ready, first-connected approach’ to prioritise the most advanced projects*®’

Strict milestones in connection agreements, with the ability for the grid operator to terminate projects if
milestones are not met at each stage*®®

Early exit can mean loss of securities, recovery of network costs under connection agreement*®®

France

Pre-allocation of 18 GW of capacity for data centres'®

Utility may reduce supplied capacity if an operator is not fully utilising the grid connection™

Network cost
allocation &
recovery

Aus Gvt

Expectation data centres pay full share of connection costs'®?

WA Gvt

Upfront cost of $100,000/MW for South West Interconnected System connection for generator, storage and
load proponents, and higher fee able to be set for class of customers if determined this is needed to mitigate
cross-subsidy risks*1%3

% Proposed; Ofgem, Curate - Demand Connections Reform

97 *Proposed; Department for Energy Security & Net Zero, ‘Accelerating electricity network connection for strategic demand, 2026.

98 *Proposed; Demand Connections Reform.

% |bid.

100 Rte, ‘Data centers in key figures, 2026.

101 bid.

192 Prime Minister of Australia, Al in Australia’s interests, 2026.

103 *Proposed; Western Australia Government, New and improved transmission funding model to Support Western Australia’s energy transition, 2025.

Reforming electricity network connection and cost recovery arrangements for data centres in NSW 33


https://www.ofgem.gov.uk/sites/default/files/2026-07/Proposed-data-centre-connection-reforms-curate-consultation-document.pdf
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https://www.ofgem.gov.uk/sites/default/files/2026-02/2026-02-12-Demand-Connections-Call-for-Input.pdf
https://www.rte-france.com/bases-electricite/consommation-electricite/essor-data-centers-france
https://www.pm.gov.au/media/ai-australias-interests
https://www.wa.gov.au/government/announcements/new-and-improved-transmission-funding-model-support-western-australias-energy-transition

Issue

Jurisdiction

SA Gvt

Policy response

Where network augmentation is required to accommodate data centres with capacity of 1I00MW or greater,
all associated costs must be borne by the proponent™#

Texas, USA

Non-refundable interconnection fee of $50,000/MW*'°

Financial security requirement of $50,000/MW?*'°¢

Upfront payment of all direct interconnection costs*'°’

Application for new large load contract tariff filed by Southwestern Electric Power Company'°®

Public Utility Commission of Texas has approved El Paso Electric’s rate review which includes changes to
address large load customers'®

Georgia, USA

All network infrastructure costs must be funded upfront™

Minimum billing requirements™

New York, USA

Energize NY requires data centres to either pay more for their energy or supply their own™?

Ohio, USA

Increased financial commitments through deposits'™

104 SA Government, Technical Regulator Guideline - Requirements for Data Centres, February 2026, p 9.

195 *Proposed; Texas state, Proposed rule 16; GreenbergTraurig, ‘Texas Senate Bill 6 Update’, 2026.

106 |bid.
197 |bid.

108 Edison Electric Institute, ‘List of Large Customer Projects and Tariffs’, 2026.

109 |bid.

0 Georgia Power, ‘Data centers & your Georgia power bill’, 2026.

" Georgia Public Service Commission, Data Center Fact Sheet.

"2 New York State, Statewide moratorium on New Hyperscale Data Centres, 2026.

"8 National Association of Regulatory Utility Commissioners, Large load tariffs and load forecasting: reducing uncertainty in an era of load growth, 2026.
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https://www.sos.state.tx.us/texreg/archive/March272026/Proposed%20Rules/16.ECONOMIC%20REGULATION.html
https://www.gtlaw.com/en/insights/2026/3/texas-senate-bill-6-update-what-data-centers-large-load-customers-should-know-about-proposed-interconnection-standards
https://www.eei.org/-/media/Project/EEI/Documents/Issues%20and%20Policy/List%20of%20Large%20Customer%20Projects%20and%20Tariffs
https://www.georgiapower.com/about/customer-pledge/data-centers.html
https://psc.ga.gov/site/downloads/datacenterfactsheet.pdf
https://www.governor.ny.gov/news/governor-hochul-highlights-first-statewide-moratorium-new-hyperscale-data-centers-support
https://pubs.naruc.org/pub/85205501-DD6C-ABD4-D8EB-B2AC6C7BD0BC

Issue Jurisdiction Policy response
Contract terms of 12 years™
Termination fees equal to minimum charges for 36 months after notice of termination®
Customer is required to have both a credit rating of at least A- (or A3) and cash equivalents greater than ten
times the collateral requirement. If not, the customer must provide a guarantee or collateral at the timing of
contract signing equal to 50% of total minimum charges for full contract term'®
Introduced data centre tariff for projects larger than 25MW, with minimum billing obligations of 85% of
contract capacity'”
Virginia, USA Minimum demand charges applicable for 10 years from the agreement execution, plus a 4-year ramp period'®

Year 1 minimum of 20% of installed capacity and expectation of 20% ramp each year after'®
Customers will be billed based on the greater of their actual measured demand or 85% of stated contract
demand for distribution and transmission charges'®
Exit fees if energy demand drops by more than 20%'?
Created new rate class for customers with load of 25 MW or more and load factor of min 75%'?

4 1bid.

5 1bid.

6 |bid.

7 AEP Ohio, ‘Data Center Tariff’, 2026; Edison Electric Institute, ‘List of Large Customer Projects and Tariffs’, 2026.

8 |bid.

9 |bid.

120 |bid.

21 |bid.

22 Edison Electric Institute, ‘List of Large Customer Projects and Tariffs’, 2026.
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Issue

Jurisdiction

Kentucky, USA

Policy response

In event of permanent exit after the first five years of the initial contract term, the customer must provide a
one-time payment equal to five years of minimum billing'3

Received approval for a new Extremely High Load Factor Service tariff'>*

Wholesale price | Aus Gvt Proposed legal obligation to underwrite own new power supply and reduce power when needed to
& system strengthen the grid™®
reliability
SA Gvt Proponents must ensure and demonstrate they will not negatively impact the reliability of the power system
or other customers
Data centres must comply with reasonable directions to vary their electrical load by up to 100% within
reasonable timeframes (considering the severity of the situation)'™®
Singapore Mandatory 250% approved green-energy sourcing for new data centres. Does not include renewable energy
certificates and requires direct energy procurement or on-site generation'’
Ireland Prioritisation of projects that provide proximate generation and/or storage'?®
Required to meet at least 80% of annual demand with additional renewable energy projects in Ireland within
six years'®
123 |bid

24 Edison Electric Institute, ‘List of Large Customer Projects and Tariffs’, 2026.

25 Prime Minister of Australia, Al in Australia’s interests, 2026.

126 SA Government, Technical Regulator Guideline - Requirements for Data Centres, February 2026, p 9.

127 _Launch of second data centre call for application | IMDA.

128 CRU Decision on New Electricity Connection Policy for Data Centres.

129 | bid.
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Issue Jurisdiction Policy response
Georgia, USA Freeze electricity base rates for 3 years to protect small customers from rate rises due to data centres™°
Utility ‘backstops’ costs for new generation until 2031 so other customers don’t bear costs™'
Germany 50% of power used in a data centre must be sourced from unsubsidised renewable energy from 2024, and
100% sourced from renewables from 2027. Purchases of Guarantees of Origin documenting renewable
sources are sufficient.'s?
Access Singapore Competitive rounds for allocation of data centre capacity in designated hubs. Minimum requirements for
management energy efficiency and sustainability must be met to apply to the allocation round.'™3
United Designating ‘Al growth zones’, with 5 zones already designated across the country™*
Kingdom
USA Identified 16 sites on land owned by the US Department of Energy to fast-track data centre construction and
new energy generation'®
China Construction of 8 major data centre hubs primarily located in the western regions to leverage an abundance

of network connection capacity'3®

130 Georgia Public Service Commission, Data Center Fact Sheet.

3 bid.

132 Balancing the trade-off between data center development and its environmental impacts: A comparative analysis of Data Center Policymaking in Singapore, Netherlands, Ireland,

Germany, USA and the UK, 2024.

133 Balancing the trade-off between data center development and its environmental impacts: A comparative analysis of Data Center Policymaking in Singapore, Netherlands, Ireland,

Germany, USA and the UK, 2024.

134 UK Department for Science, Innovation & Technology, ‘Delivering Al Growth Zones’, 2025; UK Department for Science, Innovation & Technology, ‘Al Opportunities Action Plan”: One

Year On, 2026.

135 DOE Identifies 16 Federal Sites Across the Country for Data Center and Al Infrastructure Development | Department of Energy.

136 China invests $6.1 billion in computing data center project, official says | Reuters.
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https://www.sciencedirect.com/science/article/pii/S1462901124001035
https://www.sciencedirect.com/science/article/pii/S1462901124001035
https://www.sciencedirect.com/science/article/pii/S1462901124001035
https://www.gov.uk/government/publications/delivering-ai-growth-zones/delivering-ai-growth-zones#section-five
https://www.gov.uk/government/publications/ai-opportunities-action-plan-one-year-on/ai-opportunities-action-plan-one-year-on
https://www.gov.uk/government/publications/ai-opportunities-action-plan-one-year-on/ai-opportunities-action-plan-one-year-on
https://www.energy.gov/articles/doe-identifies-16-federal-sites-across-country-data-center-and-ai-infrastructure
https://www.reuters.com/technology/china-invests-61-bln-computing-data-center-project-official-says-2024-08-29/

Issue

Jurisdiction

Policy response

Netherlands National restrictions on data centre siting to manage access to renewable generation™’
Moratoriums Ireland Effective moratorium on new data centres from 2021-2025'38
Dublin grid operator has confirmed it will not connect new data centres until 2028™°
Singapore Moratorium on new data centres from 2019-2022'4°
Netherlands Moratorium on new data centres in Amsterdam from 2019-2020™

New York, USA

Active moratorium on new hyperscale data centres for up to one year'*?

Denmark

Grid operator introduced 3-month moratorium on new large-scale grid connections from May 20263

USA

Over 50 counties and city councils in the United States have imposed temporary moratoriums on new data
centre development. Some of these moratoriums have expired, but many were
renewed or remain active

137 Challenges in the Dutch Data Center Market | Insights | Greenberg Traurig LLP.

138 |reland’s data centre policy reset: Europe digital infrastructure.

139 Balancing the trade-off between data center development and its environmental impacts: A comparative analysis of Data Center Policymaking in Singapore, Netherlands, Ireland,

Germany, USA and the UK, 2024.

149 1bid.

41 Dutch Data Center Association, State of The Dutch Data Centers, 2025.

42 New York State, Statewide moratorium on New Hyperscale Data Centres, 2026.

43 Energinet, Energinet introduces temporary pause on new grid connections and accelerates capacity measures, 2026.
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https://www.gtlaw.com/en/insights/2024/3/challenges-in-the-dutch-data-center-market
https://kpmg.com/ie/en/insights/energy-utilities-telecoms/irelands-data-centre-policy-reset.html
https://www.sciencedirect.com/science/article/pii/S1462901124001035
https://www.sciencedirect.com/science/article/pii/S1462901124001035
https://www.dutchdatacenters.nl/wp-content/uploads/2025/08/SODD_2025_small.pdf
https://www.governor.ny.gov/news/governor-hochul-highlights-first-statewide-moratorium-new-hyperscale-data-centers-support
https://en.energinet.dk/about-our-news/news/2026/temporary-pause/

Appendix B: Comparison of capacity
thresholds for large load regulations

Body Regulation Threshold Purpose
AEMO System Strength 5 MW Filter out applicants that are very unlikely to
Impact Assessment meaningfully impact system strength and
Guidelines™* align with existing NER thresholds
WA Upfront capital 10 MW Reflect that connections below 10 MW have
Government | contributions™® a low impact on the shared transmission
network and rarely trigger augmentations
NSW State Significant 15 MW Reflect that loads under this capacity are
Government | Development'4® more likely to create localised effects that
can be adequately managed by local
councils
AEMC NEM Access Standards - | 30 MW Reflect that smaller loads are unlikely to
Package 2™/ (Tier 1) materially impact system strength or
voltage stability at a system level
Texas Proposed Rules Title 75 MW Reduce speculative demand and protect
16148 transmission planning from project delays
or abandonment
South Technical Regulator 100 MW Reflect that data centres above this
Australia Guideline - threshold are most likely to challenge
Requirements for Data system security and reliability
Centres'#®

44 AEMC, System Strength Impact Assessment Guidelines

45 Government of Western Australia, Fixed Capital Charge Consultation Paper

146 NSW Government Planning, State significant development

147 AEMC, Improving the NEM access standards - Package 2, Draft determination.

148 The Texas Secretary of State, Proposed Rules Title 16, Project No. 58481, March 2026,

49 South Australia Technical Regulator, Technical Regulator Guideline: Requirements for Data Centres, 2026D023880-
20260218-Attachment-1-Technical-Regulator-Guideline-Data-Centre-requirements-v1.02.pdf.
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https://www.wa.gov.au/media/157753/download?inline
https://www.planning.nsw.gov.au/assess-and-regulate/development-assessment/planning-approval-pathways/state-significant-development
https://www.aemc.gov.au/rule-changes/improving-nem-access-standards-package-2
https://www.sos.state.tx.us/texreg/archive/March272026/Proposed%20Rules/16.ECONOMIC%20REGULATION.html
https://www.energymining.sa.gov.au/__data/assets/pdf_file/0018/1403811/2026D023880-20260218-Attachment-1-Technical-Regulator-Guideline-Data-Centre-requirements-v1.02.pdf
https://www.energymining.sa.gov.au/__data/assets/pdf_file/0018/1403811/2026D023880-20260218-Attachment-1-Technical-Regulator-Guideline-Data-Centre-requirements-v1.02.pdf

Appendix C: NER provisions requiring modification (indicative)

Proposal NER Proposed modification
reference
1. Require data centre 5.3, 5.3A, These provisions may require derogation as they relate to procedures for establishing or
connection applicants to pay | 6.21.1,6A.28.1 modifying connections and cover prudential requirements at the distribution and
an entry bond transmission level.

2. Strengthen requirements for | 5.2.4, 5.2A.5, NER 5.3A.9 and 5.3.3(c) may require modification to expand information requirements for
NSPs to collect and share 5A.C.3, connection customers.

information about 5.3A.8, 5.3A.9,
prospective data centre 5.3.3, 5.3.3(c),
connections 8.6

Modifying NER 5.2A.5 and 5A.C.3 to provide greater clarity on the information
requirements should facilitate effective negotiation with NSPs. NER 5.2.4 may need
modification to clarify information provision requirements.

Modifying NER 8.6 would enable NSPs to share commercial information for specified
purposes without breaching confidentiality obligations.

Modifying NER 5.3A.8 and 5.3.3 would facilitate prompt implementation by amending the
required notice period of additional requirements.

3. Strengthen requirements for | 5.3, 5.3A, 5.14, | NER 5.3 and 5.3A set out information sharing requirements with a focus on supporting
NSPs to develop and share 8.6 system security and reliability. This focus will need to be expanded to require NSPs to
information about load share information even in the absence of immediate system security and reliability risks.
forecasts and transfer
capacity, and to conduct joint
planning for data centres

NER 5.14 may need modification to enable a more granular approach to joint planning by
NSPs for large load growth.

Modifying NER 8.6 would enable confidential information to be shared for specified
purposes among NSPs and with regulatory bodies.
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Proposal

NER
reference

Proposed modification

Require connection 5.3, 5.3A NER 5.3 may need to be modified to ensure NSPs consistently incorporate demand profiles
agreements with data in connection agreements.

centres to incorporate

demand profiles

Require DNSPs to recover 5.3A NER 5.3A may need to be modified to require data centre connection applicants to cover
appropriate transmission any related transmission augmentation costs.

network upgrade costs from

data centres connecting to

distribution networks

Require data centres to 6.21.1, 6A.28.1, | NER 6.21.1 and 6A.28.1 may need to be modified to require NSPs to impose mandatory
guarantee they will pay for 6.18, 6.18.1A, prudential measures for data centre operators. Derogations could, for example, provide
the costs of capacity made 6A.23, 6A.24.1 | that the prudential requirements must take the form of guaranteed minimum use of system

available to them, regardless
of whether they use it

service charges for a given number of years.

Modifications may also be needed to enable minimum contributions to costs of capacity
through pricing arrangements.

At the distribution level, NER 6.18 may need modification to ensure charging based on
connection capacity aligns with the distribution pricing rules and to enable tariff structure
statements to be modified during a regulatory control period.

At the transmission level, derogations from NER 6A.23 and schd 6A.3.2 may be required to
clarify that, in relation to the cost reflective network pricing methodology, allocation of
costs may be calculated with reference to connection capacity. Modifications to NER
6A.24.1 may also be needed to enable the transmission network service provider to amend
its pricing methodology during a regulatory control period.
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Proposal NER Proposed modification

reference

7. Require data centres 6.21.1, 6A.28.1 | These provisions may require modification as they relate to prudential requirements at the
connection applicants to pay distribution and transmission level.
a Major Network Upgrade
Fee

8. Require transmission- Chapter 5 or Chapter 6A will need to be modified to facilitate pass through by NSPs of jurisdictional
connected data centres 6A scheme amounts to transmission-connected data centres. This could be analogous to NER
contribute to the costs of 6.18.7A, which allows the cost of jurisdictional schemes to be recovered via DNSPs.

jurisdictional schemes A new service charge category may also be required so the costs of jurisdictional schemes

are passed through directly to transmission-connected data centres only on a cost
reflective basis.

Alternatively, Chapter 5 could be modified to require transmission-connected data centres
to pay into the relevant jurisdictional scheme fund an amount determined in line with
specified requirements on an annual basis as a condition of their connection agreement.

The calculation of the data centre’s contribution to the fund could be based on each data
centre’s requested capacity as a proportion of total network transfer capacity. '™

. Require NSPs to use 5.3, 5.3A NER 5.3 and 5.3A will need to be modified to require connection agreements to include
connection agreements to provisions requiring NSPs to reduce transfer capacity in certain circumstances, including
reinforce compliance with non-compliance with requirements relating to energy procurement.

requirements to offset
demand through PPAs and
firming agreements

150 While not NER derogations, amendments will also be required to Part 6 of the Electricity Infrastructure Investment Regulation 2021 to enable the cost recovery methods identified.
Regulations may also need to be made under the Energy and Utilities Administration Act 1987 in relation to the Climate Change Fund.
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Proposal NER Proposed modification

reference

10. Require NSPs use connection | 5.3, 5.3A NER 5.3 and 5.3A will need to be modified to require connection agreements to include
agreements to operationalise provisions relating to load flexibility.

and enforce compliance with
requirements to reduce load
in times of grid stress
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