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This paper is the first in a new MCR series on data center strategies.

MANAGING DATA CENTERS USING PROACTIVE
STRATEGIES

Utilities should proactively prepare for large-load and data center inquiries by establishing a clear
framework for intake, evaluation, tariff design, and risk management so they can respond quickly to
project-specific requests.

Executive Summary

Rapid data center growth is creating urgent planning, tariff, infrastructure, and customer-protection
challenges for regulated utilities. As federal and state policy activity accelerates, utilities need a disciplined
framework that aligns technical review, cost recovery, regulatory compliance, community impacts, and risk
allocation before committing to serve new large-load projects.

Market and Regulatory Context

According to the Bloom Energy 2026 Data Center Power Report, industry forecasts continue to rise.
Goldman Sachs Research now expects data center power demand to increase 220% by 2030 compared
with 2023 levels.’

On June 18, 2026, FERC issued show-cause orders under Section 206 of the Federal Power Act to each of
the six regional transmission organizations (RTOs), requiring them within 60 days to justify why their tariffs
remain just and reasonable without clear and consistent provisions for large-load customers or to propose
tariff changes.

In addition, RTOs, independent system operators, and transmission owners must submit detailed reports
within 30 days explaining how they will ensure adequate generation is available to serve both existing
customers and new large loads.?

' Bloom Energy. “2026 Data Center Power Report: Mid-Year Pulse.” June 2026. https://www.bloomenergy.com/midyr-2026-data-center-report/
2 Federal Energy Regulatory Commission. “Fact Sheet: FERC Takes Action to Supercharge America’s Grid for Efficiency, Reliability, and a
Bold Energy Future.” June 18, 2026. https://www.ferc.gov/news-events/news/fact-sheet-ferc-takes-action-supercharge-americas-grid-
efficiency-reliability-and.
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On June 30, 2026, New Jersey lawmakers passed legislation directing the New Jersey Board of Public
Utilities to develop standardized tariff requirements for data centers with electric loads of 50 MW or
greater. The legislation is intended to ensure that large data center customers bear the costs of connecting
to and serving their facilities, protecting residential and other utility customers from subsidizing
infrastructure investments required for high-demand loads. By establishing statewide tariff standards

for large data centers, New Jersey may provide a regulatory model for other states confronting rapidly
growing electricity demand from data center development.

In 2025, Maryland enacted legislation requiring electric utilities to develop large-load rate schedules
(tariffs) for qualifying customers. The state’s 2026 Utility RELIEF Act expanded those requirements by
significantly lowering the threshold for customers that must take service under those tariffs. The 2026
legislation lowered the applicability threshold from 100 MW with an 80% load factor to 25 MW with a
60% load factor, bringing many more data centers within the tariff requirement.

Across the country, state public utility commissions and utilities

have proposed or adopted at least 60 tariffs designed to manage State public utility

large loads. Both vertically integrated states, including Indiana commissions and utilities

and Michigan, and deregulated states, including Ohio, Delaware, have proposed or adopted
and Pennsylvania, are considering or adopting large-load at least 60 tariffs designed
tariffs. State legislatures have also begun directing public utility to manage large loads.

commissions to adopt new tariffs and interconnection rules for
large loads. Recently enacted laws in Texas and Oregon, for example, direct regulators to develop large-
load tariffs addressing clean energy requirements, load flexibility, and residential ratepayer protections.?

Market Structure Implications: Vertically Integrated vs. Deregulated States

Utilities should assess how large-load and data center rates differ across vertically integrated and
deregulated markets, including which entities are responsible for generation supply, transmission upgrades,
distribution investment, and long-term capacity commitments.

Utilities should also identify available protections for residential, commercial, and other incumbent
customers to ensure that new data center loads do not shift unrecovered infrastructure, transmission,
generation, or stranded-asset costs to the broader customer base.

Key Rate Policy Considerations

A number of rate and regulatory issues must be addressed. These include:

* Cost causation and allocation. Apply cost-causation principles and allocation methodologies that
ensure large-load customers pay for the facilities and services required to serve them.

* Demand and reservation charges. Consider minimum demand charges, ratchets, and reservation
charges to reflect capacity held for large-load customers.

3 Rusty Haynes and Justin Lindemann. “U.S. Data Center Gold Rush Drives Surge in New Utility Tariffs.” Smart Electric Power Alliance.
April 20, 2026. https://sepapower.org/knowledge/u-s-data-center-gold-rush-drives-surge-in-new-utility-tariffs/. 2
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¢ |Interconnection and upgrade funding. Require upfront contributions for interconnection,
distribution upgrades, and other project-specific system needs.

e Stranded-asset protection. Establish recovery mechanisms if projects are delayed, canceled,
abandoned, or prematurely shut down.

* Transmission responsibility. Clarify allocation of existing transmission costs and responsibility
for new transmission requirements.

¢ Long-term commitments. Require service commitments that reduce financial and planning risk
for the utility and incumbent customers.

e Operational flexibility. Preserve the ability to reduce load during system peaks or grid emergencies,
and evaluate whether on-site generation can benefit the broader utility system.

Utility Action Framework

Utilities may adopt a range of
models for serving large-load
and data center customers,
depending on regulatory
requirements, political
considerations, market
structure, RTO participation,
and local community priorities.
Regardless of the model
selected, utilities should use k
a defined process to evaluate

each inquiry consistently,

protect incumbent customers, and support responsible development.
These processes should include: Utilities have relevant

e Development of special contracts or large-load tariffs knowledge and

* Review of water resources at the facility as well as in the experience to help

community guide responsible
* |dentification of environmental and resource constraints development, address
e Adherence to rulemaking at the state and national levels community concerns,
e Analysis of the impact on economic development and reduce the risk of
e Assessment of siting, permitting, and land-use requirements public resistance.

e Consideration of local taxes, especially property taxes

As long-standing members of the local community, utilities have relevant knowledge and experience to
help guide responsible development, address community concerns, and reduce the risk of public resistance

that can delay or derail data center projects.
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Call to Action

Before large-load inquiries arise, utilities should prepare by documenting the internal process, decision
criteria, customer obligations, and regulatory path required to advance viable projects while protecting
communities and managing financial risk.

At a minimum, the strategy should address:
v Financial protections
v Technical review process
v Alignment with regulatory requirements

v Responsible development principles
e Economic benefits
e Preservation of community resources

e Protection of incumbent customers

A clear framework enables the utility to respond quickly and consistently, support appropriate economic
development, preserve community resources, and ensure that the costs and risks of data center growth are
assigned to the customers that create them.

MCR’s Experts Can Help

MCR’s collaborative approach helps clients develop clear and comprehensive frameworks for
effectively evaluating and responding to data center requests.
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