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Abstract: 

As the use of artificial intelligence continues to proliferate throughout society, 
affordable and reliable electricity is becoming increasingly central to U.S. economic 
growth and technological competitiveness. In recent years, questions regarding 
electricity policy and data centers have received growing attention. Policymakers, 
however, are operating with remarkably limited information on this topic: no federal 
agency yet measures data center electricity use on a regular basis, forecasts have 
undergone substantial revisions, and many states do not disclose the fiscal cost of 
data center tax incentives. This paper examines these issues and the policy 
interventions proposed to address them, offering recommendations to foster 
abundant and reliable energy.  These recommendations include a statutory basis for 
measuring data center load, public reporting of what state tax exemptions cost, 
permitting and interconnection reform, an all-of-the-above supply strategy, broader 
eligibility for consumer-regulated electricity, and rejection of data center moratoria. At 
the federal level, Congress should require the Energy Information Administration to 
collect data center load on Form EIA-861 and reform permitting and interconnection. 

Introduction 

Data centers have rapidly become central in today’s national debate over artificial 
intelligence (AI). In federal and state governments alike, questions about generation 
capacity, grid reliability, and infrastructure costs permeate policy discussions. 
Lawmakers, utilities, and grid operators have considered a variety of tools to address 
these issues, yet the debate appears to be moving faster than the public data 
available to inform it. Fortunately, Congress has begun to take up these questions; a 
bipartisan permitting bill introduced in the Senate in September 2026, for example, 
would require the Energy Information Administration to collect data on data center 
load.1 

Data centers are not new. Their origins stretch well back into the twentieth century, 
and they expanded significantly during the internet boom of the 1990s.2  Since the turn 
of the century, they have constituted the basis for streaming video, social media, and 
cloud computing, among others. By around 2005, data centers had begun to consume 
a nontrivial share of American electricity.3 Alongside the proliferation of artificial 
intelligence, electricity consumption is now increasing again, and unfortunately 
policymakers and utilities are making increasingly consequential decisions without a 
consistent public measure of the underlying load. What currently exists instead is a 
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variety of estimates of questionable accuracy.4 Through an exploratory data analysis, 
we discuss these issues in this paper. We conclude with a series of policy 
recommendations regarding improving federal data collection and addressing 
unforeseen demand while protecting consumers in the process. 

A Demand Break No One Is Measuring 

We begin with an overarching perspective of American electricity consumption and 
associated forecasts. Figure 1 plots total U.S. electricity end use from 1950 through 
2025.5 

 

As Figure 1 shows, following World War II, electricity consumption grew more than 
sevenfold between 1950 and 1980 and nearly doubled again by 2008. These increases 
were driven heavily by a variety of factors, including air conditioning, increased 
urbanization, and the proliferation of computer technology. Subsequently, that growth 
plateaued as indicated by the shaded band. Since 2022, however, the series has 
turned upward. Consumption reached 4,195 terawatt-hours (TWh) in 2025, 3.2 percent 
above its 2022 level. 

An interesting question is how much of this increase is attributable to data centers.  
There is no precise aggregate measure of how much electricity data centers 
consume. There have, however, been a variety of estimates, some of which are 
depicted in Figure 2. 
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Each dot is an estimate from one of the sources referenced in the appendix; dashed 
lines interpolate between them. As Figure 2 shows, data centers were estimated to 
account for less than 5 percent of U.S. electricity through 2024.6 Projections for 2030, 
however, vary significantly, ranging from 9 to 17 percent of overall electricity 
consumption, based on projections from Lawrence Berkeley National Laboratory and 
the Electric Power Research Institute.7 

Compounding these uncertainties, statistics on data center electricity consumption 
have never been collected comprehensively or consistently.8 We return to this issue 
at the end of the paper and offer a policy recommendation that the federal 
government could implement to improve the quality and consistency of these data. 

Before returning to that recommendation, however, it is useful to understand how data 
center electricity consumption has changed across states in recent years. As such 
data are scant, the best we can do is analyze data across all customer classes that 
contain data centers. Figure 3 shows growth in electricity sales by state between 2019 
and 2025 for all 50 states and the District of Columbia, on two measures9: commercial 
consumption alone, and commercial and industrial consumption combined.10 

http://www.advancingamericanfreedom.com/
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In each panel of Figure 3, the left column corresponds to growth in combined 
commercial and industrial electricity sales, while the right column represents growth 
in commercial sales. States are ranked by the combined measure, with blue shading 
indicating growth and brown shading indicating decline.11 Neither series is purely a 
data center series, however, as both also contain data regarding electric vehicle 
charging, building electrification, cryptocurrency mining, and typical firm growth and 
decline in each state. Nationally, growth on the combined measure between 2019 and 
2025 was 7.3 percent. 

As Figure 3 also shows, there is tremendous variation across the states in electricity 
sales growth. In particular, North Dakota leads the nation at 53.3 percent on the 
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combined measure, followed by Virginia at 35.7 percent, New Mexico at 35.2, Oregon 
at 34.3, and Nebraska at 33.9. Ten states grew by more than 14 percent, almost twice 
the level of the national figure. 

On the other hand, 22 jurisdictions consumed less electricity in these classes in 2025 
than in 2019. Maine was at the lowest level at negative 9.8 percent, followed by the 
District of Columbia at negative 8.8 percent, Connecticut at negative 7.8 percent, and 
New Jersey at negative 5.3 percent. Minnesota, New York, Maryland, Illinois, 
Washington, and Hawaii all follow, clustering near negative 5 percent. 

A state near the bottom of the list, however, may not necessarily be failing to attract 
data centers; in fact, such a state may be attracting them while losing more load 
elsewhere. Utilities and grid operators must plan for where that load will fall and how 
large it will be. In the following section, we discuss these entities and their own 
forecasts. 

What Planners Forecast and What They Publish 

The supply of electricity in the United States is organized in two primary ways—via a 
vertically integrated utility or through a wholesale market run by a regional 
transmission organization (RTO) or an independent system operator (ISO). In a 
vertically integrated utility, a single utility owns the generation, transmission, and 
distribution in a particular territory.  The utility’s plans are determined by a state public 
service commission through an Integrated Resource Plan (IRP), generally filed every 
few years. The IRP contains load forecasts and proposals to meet this load. Georgia 
Power, which is regulated by the Georgia Public Service Commission, is an example 
of a vertically integrated utility. RTOs and ISOs, on the other hand, coordinate 
aggregate electric transmission over a particular region and operate wholesale 
markets within which independent generators compete to sell electricity to utilities 
and other load-serving entities. PJM Interconnection, which serves all or parts of 13 
states and the District of Columbia, is the largest RTO in the nation. The two models 
also overlap: Dominion Energy Virginia, which serves the Northern Virginia data center 
cluster, is a vertically integrated utility that operates inside PJM.12 

The two structures constrain the growth of electricity supply differently. In a vertically 
integrated system, a supply constraint is commission approval. In RTO and ISO 
regions, on the other hand, new growth depends on the interconnection of generators 
that compete with one another. 

Figure 4 depicts published forecasts of peak load growth to 2030 for both Georgia 
Power and PJM. The horizontal axis is the year each forecast was published. 
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As Figure 4 shows, Georgia Power’s 2022 IRP predicted less than 400 megawatts (MW) 
of peak load growth through the winter of 2030–31. One year later the 2023 IRP Update 
increased that estimate to 6,600 MW, almost 17 times the previous forecast. 
Subsequently, the 2025 IRP raised the estimate again to 8,205 MW as filed 
(approximately 8,500 MW in the plan the Commission approved), about half of the 
16,264 MW winter peak Georgia Power projected for 2024–25.13 

As Figure 4 illustrates, PJM’s 2021 report indicated 4,312 MW of growth to 203014; the 
2022 report 4,83715; the 2023 report 8,84016; the 2024 report 16,62617; and the 2025 
report 29,739.18 PJM’s 2026 forecast projects 3,104 MW less growth to 2030 than its 
2025 forecast did, the first downward revision in the series, although because it starts 
from a higher base, its forecast of the 2030 peak itself fell by only 875 MW, or 0.5 
percent.19 PJM attributes this recent reduction to updates to its electric vehicle 
forecast, economic assumptions, and large-load adjustments.20 

No forecast is perfect, but forecasting error—especially major error—has 
consequences. In particular, under-forecasting threatens reliability, while over-
forecasting builds generation and transmission that ratepayers then fund for decades. 
Neither risk can be weighed from outside. Fortunately, PJM publishes every vintage’s 
forecast level in a downloadable workbook21; however, Georgia Power discloses less. 
Such disparities in transparency make it difficult to evaluate the quality of forecasts 
across regions and point to a more fundamental need to improve federal data 
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collection. Better and more comprehensive data would provide utilities, regulators, 
researchers, and policymakers a stronger foundation for forecasting future demand. 

Utilities and grid operators such as those mentioned in this section, however, are not 
the only institutions that need to price load. States need to price load as well and have 
also had challenges in this regard. We discuss these issues in the next section. 

What the Exemptions Cost, and What States Said They Would Cost 

Thirty-eight states, by Figure 6’s count, exempt data center equipment, and in many 
cases the electricity used to run it, from certain taxes.22 Such policies impact tax 
revenues, and Figure 5 compares state-level predictions of these impacts with what 
was later reported. 

 

Figure 5 shows several states that had published both an initial estimate of the cost of 
a tax exemption and a subsequently reported statistic. In particular, Ohio estimated 
$130 million and $136 million of lost revenue for fiscal years 2024 and 202523, while the 
amounts the Ohio Department of Taxation provided to reporters in May 2026 were 
$554.9 million and $1.569 billion, respectively—4.3 and 11.6 times the projections.24,25 
Texas also revised one of its own estimates: in February 2023 it projected $130 million 
for fiscal 2025, and in January 2025 it raised that projection to $1.016 billion.26,27 Georgia 
revised its forecasts by similar magnitudes, attributing its most recent revision to “new 
data on a dramatic increase in data center construction.”28 

As also shown in Figure 5, however, Minnesota’s projections were much more accurate 
than those of the other states mentioned above. For example, its 2022 Tax Expenditure 
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Budget estimated the data center equipment exemption at $103.6 million for fiscal 
2024 and $104.2 million for fiscal 2025; its 2024 edition put those same two years at 
$109.2 million and $114.2 million.29 But this consistency is not evidence of better 
forecasting. In particular, as illustrated in Figure 3, Minnesota’s commercial and 
industrial electricity sales fell 5.0 percent between 2019 and 2025, 47th of the 51 
jurisdictions on Figure 3’s measure, while Georgia, Ohio, and Texas all rank among the 
top 12. Minnesota’s estimate held because the load it was pricing never arrived. Across 
these four states, the forecasts missed badly where the buildout landed and held 
where it did not. 

Another issue is transparency. Notably, Ohio’s subsequent statistics reported in Figure 
5 were not published on the state’s website. The Ohio Department of Taxation 
calculated what the exemption had cost and provided the figures to a news 
organization.30 States should publish what these exemptions actually cost, not only 
what they were first estimated to cost. 

Of course, there are myriad ways states can implement tax reform to attract data 
centers, and a comparison of different approaches is a worthwhile avenue of future 
research. Regardless, as Figure 5 illustrates, a number of states that have priced this 
exemption have missed by a wide margin. As a result, states should be required to 
disclose what these programs cost and review them periodically. 

What States Grant and What They Require 

We examine two policy instruments across all 51 jurisdictions: 

• The data center sales and use tax exemption discussed in the prior section, which 
reduces the tax on productive capital and is enacted by a legislature.31 

• A large-load tariff, which provides different rate schedules, contract terms, and 
associated fees to firms that will utilize higher levels of electricity. Large-load tariffs 
are approved by a public utility commission rather than legislated.32,33 

Figure 6 shows which jurisdictions use each policy: 
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As Figure 6 shows, 21 states have both policies in place. Three states have approved 
a large-load tariff without granting tax exemptions, namely, California, Colorado, and 
Oregon. As Figure 6 also shows, however, 17 states have an active data center tax 
exemption with no approved large-load tariff. Five of these states have a tariff pending 
before their commission and may not remain in that category for long. These states 
are Arizona, Delaware, Montana, North Carolina, and Oklahoma. 

Checked against Figure 3, only four of the 17 states; in particular, Oklahoma, Arizona, 
Arkansas, and Utah are growing faster than the national average, and two of those 
four, Arizona and Oklahoma, have a tariff pending. Most of the remaining 13, including 
Connecticut, New Jersey, New York, and Maryland, are states whose combined 
commercial and industrial sales are falling and may not yet have needed a large-load 
tariff; Washington, where commercial sales alone grew about 15 percent, is the 
exception to watch. 

As the light gray states in Figure 6 illustrate, 10 jurisdictions hold neither instrument. 
Seven of them; namely, Maine, Vermont, Rhode Island, New Hampshire, Alaska, 
Hawaii, and the District of Columbia, may not be attracting significant data center 
investment and therefore have not had reason to act.  However, New Mexico and 
Nebraska rank third and fifth in Figure 3’s growth, and South Dakota grew faster than 
the national average. Nebraska, the only state served entirely by public power, sets 
rates through utility boards rather than a state commission, so a commission-
approved tariff is not applicable to the state.34 
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Large-load tariffs are intended to place the cost of serving new load on the customers 
who caused it, rather than on customers who did not. Regardless, such a tariff is a 
bandage: new load in principle raises prices because it meets a supply of affordable 
and reliable power that policy has kept scarce, and permitting and interconnection 
reform and an all-of-the-above strategy address that scarcity directly.35 We discuss 
another potential solution to this issue in the next section. 

Consumer-Regulated Electricity: A Policy for New Load That Has Yet to Enter the 
Rate Base 

A third approach—known as Consumer-Regulated Electricity (CRE)—removes the 
forecasting problem rather than managing or allocating its cost. A “build-your-own-
power” approach, CRE would permit a privately financed electric utility, physically 
islanded from the regulated grid, to serve new nonresidential load under voluntary 
contract without state economic regulation of its rates, while remaining fully subject 
to environmental, siting, and safety law.36 The American Legislative Exchange Council 
has adopted a model act on this design,37 a federal companion, the Decentralized 
Access to Technology Alternatives Act of 2026 (S. 3585), was introduced by Senator 
Tom Cotton in January 2026,38 and Louisiana has both considered enabling legislation 
and opened a commission docket on private-use networks.39 

Because CRE serves only new load, on an islanded system and at contract prices, a 
forecast that is incorrect in either direction would have zero impact on ratepayers.  
Several states have made significant strides in pursuing CRE, including New 
Hampshire, Utah, and Ohio.40,41,42 CRE eligibility has thus far been aimed mainly at new 
load; Utah’s law, for example, reaches new or added load of 100 megawatts or more 
but not a customer’s existing load.43 Although this restriction prevents users from 
leaving the grid and unloading fixed costs from existing assets onto ratepayers, such 
a blanket limit may be overly onerous. A better question is not whether a customer’s 
load is new, but rather whether its departure from the grid would impose meaningful 
costs on existing ratepayers. That concern is largely irrelevant for firms having long-
abandoned grid connections, facilities whose customer-specific infrastructure has 
already been fully depreciated, or existing customers seeking to supply a substantial 
amount of new load in an alternative capacity. The restriction also shields incumbent 
utilities from competition for their existing large customers, weakening the pressure 
to keep large-load tariffs competitive. 

As Figures 2 and 4 show, forecasts of data center electricity demand carry significant 
uncertainty and, as a result, price risk. CRE addresses that risk by creating islanded 
grids; large-load tariffs transfer this price risk through contracts.  The ideas suggested 
in this section can give lawmakers, utilities, and grid operators a variety of options to 
manage these risks. 
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Policy Implications 

As a result of the analysis presented in this paper, we have the following policy 
recommendations. Each holds regardless of whether the buildout proves larger or 
smaller than predicted. 

1. Close the data center energy use measurement gap and give it a statutory basis 

In March 2026, the U.S. Energy Information Administration (EIA) launched voluntary 
pilot field studies of data center energy use covering 196 identified companies in 
Texas, Washington State, and the Northern Virginia and District of Columbia area.44 
Congress should make this collection broader and more permanent. In particular, 
Congress should pair this collection with a large-load reporting category on Form EIA-
861, which statisticians and economists can use to improve data collection capacity. 
The Bipartisan American Affordability and Jobs Act of 2026, introduced in the Senate 
in September 2026, would do exactly this, directing EIA to revise Form EIA-861 to 
include load from data center entities.45 Because Form EIA-861 is filed by suppliers, 
not customers, this change would impose no new reporting requirements on data 
centers or other large-load customers themselves. 

2. Publish what the exemptions cost and review them on a fixed schedule 

Figure 5 demonstrates that a number of states were significantly off in terms of 
revenue projections regarding data center tax exemptions. Ohio, Georgia, and Texas 
each revised their estimates of revenue impacts by factors ranging from four to nearly 
14 times prior estimates. In Ohio’s case, the state did not even publish the actual 
amounts but instead reported them to a news organization.46 More comprehensive 
data, as recommended above, can help inform the accuracy of forecasts. States 
should publish these figures and review these exemptions on a fixed schedule so that 
a legislature extending an exemption, as Michigan’s did in 2024 when it pushed its 
sunset to 2050, does so knowing what the prior decade had cost.47 

3. Treat large-load tariffs as a partial remedy and authorize consumer-regulated 
electricity 

The Ratepayer Protection Act (H.R. 9340), which passed the House in September 2026 
but fell short of the 60 votes needed to advance in the Senate on September 30, 2026, 
would add a large-load standard to Section 111(d) of the Public Utility Regulatory 
Policies Act, requiring each state commission to consider, after notice and a hearing, 
whether to make customers with 100 megawatts or more of peak demand pay the full 
incremental cost of the generation, transmission, and distribution built to serve them.48 
The standard would push commissions toward large-load tariffs, the remedy 
discussed in this paper. However, large-load tariffs keep new load inside the regulated 
rate base, rely on utilities’ own estimates of incremental cost, and can invite states to 
single data centers out for less favorable treatment. As mentioned above, a more 
fundamental issue is energy supply, and large-load tariffs only provide a bandage to 
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a broader problem. In addition to expanding energy supply, states should also 
authorize CRE, in the context of the broader eligibility framework discussed in the 
preceding section. Consumer-regulated electricity goes further by removing the cost-
shift risk altogether; at the federal level, Congress should pair any cost-allocation 
standard with a path for it, such as the one proposed in the Decentralized Access to 
Technology Alternatives Act, introduced in the Senate in January 2026.49 

4. Reform permitting and interconnection 

There is no doubt that the use of AI is increasing electricity consumption.  A key 
constraint on more electricity is the bottleneck created by the extensive permitting 
process.  One potential solution is the bipartisan permitting reform commission 
proposed in Dayaratna and Miller (2026), which would evaluate and streamline 
permitting regimes for all types of energy.50 Interconnection deserves the same 
attention: in RTO and ISO regions, new supply depends on connecting competing 
generators to the grid, and a permitted plant that cannot connect adds nothing. These 
policies should be sought in statute so they can survive subsequent changes in 
administration. 

5. Pursue an all-of-the-above energy strategy 

Across nations and across the historical record, energy consumption and human 
flourishing rise together.51 As a result, energy supply should be built on an all-of-the-
above basis, and lawmakers should not let emissions accounting decide which 
resources qualify. Climate modeling at Advancing American Freedom has shown that 
even if the United States were to eliminate all energy-related CO2 emissions, 
projected warming would be only about 0.24 degrees Celsius lower in 2100. State-
level impacts are even more negligible: even Texas, the largest emitter, would avert 
only about 0.03 degrees.52 Furthermore, the social cost of carbon, the key statistic 
used to justify carbon-based regulation, is highly sensitive to user-selected 
assumptions, which is why it should not migrate into state permitting decisions or 
utility rate cases.53 Whatever one concludes about climate policy generally, a state 
weighing a certification docket is trading a measurable cost against a climate benefit 
too small to measure. 

6. Reject data center moratoria 

As of September 15, 2026, lawmakers in 16 states were weighing bills to halt data 
center development, ranging from one-year pauses to prohibitions running to 2030; 
New York’s passed the legislature, Maine’s was vetoed, and Maryland’s failed.54 The 
premise is rarely that data centers are objectionable in themselves; generally 
speaking, the concern is that the grid is not ready and that costs might shift to 
ratepayers, both of which have been addressed in the recommendations above. 
Lighter instruments, such as large-load tariffs and consumer-regulated electricity, are 
available before states resort to prohibition. The answer to a grid that is not ready is to 
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make it ready; states should meet rising demand by expanding supply rather than 
continuing to suppress it.55 

Conclusion 

As the use of AI continues to proliferate, pursuing policies to provide abundant and 
reliable electricity remains a laudable objective. Demand is rising, associated 
forecasts have been revised severalfold, and several states badly underestimated 
what their tax exemptions would cost. Better data, a full accounting of those 
exemptions, and room for new load to pay for its own power would let lawmakers act 
on what is actually happening rather than on the last estimate. At the federal level, 
Congress should bring data center load into federal energy statistics and speed the 
permitting and interconnection of new supply. States, for their part, should authorize 
consumer-regulated electricity, publish what their exemptions actually cost, and meet 
rising demand by expanding supply rather than imposing moratoria.  American 
leadership in this new era will increasingly depend on whether we can supply the 
energy required not only to sustain demand here but also to foster the growth and 
innovation necessary to lead the world. 
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