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1. About DECA

The Digital Economy Council of Australia (DECA) is Australia's peak industry body for the digital economy,
representing members across digital assets, blockchain infrastructure, artificial intelligence, payments,
professional services and enterprise technology. DECA convenes seven member working groups, including the
Artificial Intelligence Working Group, which prepared this submission.

That membership spans four layers that this inquiry touches at once: the physical infrastructure on which digital
services run, the digital markets built on top of it, the consequential applications that reach Australian
consumers and institutions, and the assurance and governance capability that makes any of it auditable. DECA
is therefore not writing solely as a group of compute purchasers. Our interest is in how those layers interact,
and in whether decisions taken about infrastructure preserve or foreclose Australian capability further up the
stack.

It remains true that most of our members are users of compute rather than builders of data centres. They are
the exchanges, payments businesses, software firms, auditors, insurers and advisers whose products depend on
affordable, reliable and jurisdictionally appropriate compute being available in Australia. That vantage point
gives us a demand-side view the Committee is less likely to hear from operators.

DECA has recently engaged on closely related matters, including the Office of the Australian Information
Commissioner's consultation on automated decision-making,? the National Al Plan,? and the Attorney-General's
Department's work on copyright and artificial intelligence. We note the Joint Select Committee on Artificial
Intelligence established in August 2026, which is accepting submissions until 14 September 2026.* DECA
intends to make a separate submission to that inquiry, and we have confined this submission to the
infrastructure questions before this Committee accordingly.

Inquiry into Artificial Intelligence and Data Centres, referred to the Senate Environment and Communications References Committee on 13 May
2026. The time for making a submission was extended to 1 September 2026. The Committee is due to report by 16 November 2026.

’DECA submission to the Office of the Australian Information Commissioner on automated decision-making, July 2026, prepared by the Al Working
Group.

3Department of Industry, Science and Resources, National Al Plan, December 2025. The Plan commits to building sovereign capability in Al and
flags an intention to work with States and Territories on national data centre principles.

*Joint Select Committee on Artificial Intelligence, established August 2026, accepting submissions until 14 September 2026. DECA intends to make
a separate submission to that inquiry.
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2. Summary of position

DECA supports the Committee's interest in the growth of data centre infrastructure and the terms on which the

Commonwealth is engaging with global Al companies. We make six points.

First, data centres and artificial intelligence are distinct policy objects, but they are connected. The same
facilities host banking, health records, logistics, government services and streaming, and the genuinely
Al-specific tier of high-density training compute is a minority of the installed base. Regulating the building
as a proxy for regulating Al will produce poorly targeted rules and will miss most Al harms, which arise at
deployment. That does not make infrastructure policy neutral. Choices about where capacity is built, who
operates it and on what terms shape which providers, models, standards and control layers Australian
institutions come to depend on, what can be substituted later, and where authority and economic value
accrue. The Committee should treat the two layers as separate instruments applied to a connected
problem.

Second, Australia cannot have sovereign Al capability without domestic compute, but location alone is
not sovereignty. Commonwealth policy has committed to sovereign capability through the National Al
Plan, the Pax Silica Declaration® and the Hosting Certification Framework,® and those commitments create
demand for onshore facilities. Onshore location is necessary and not sufficient. Where models, control
planes, credentials, contractual rights and update mechanisms remain externally controlled, an Australian
building does not deliver Australian control. A workable test covers authority, continuity, portability,
substitutability and recourse.

Third, the most pressing problem is coordination rather than an absence of regulatory power. Planning,
environmental, energy, water and privacy regimes already apply. What is missing is national consistency,
comparable disclosure and a consistent national policy architecture. The difficulty is not only coordination
between existing regimes, but a lack of clarity as to how Commonwealth expectations are intended to
interact with State and Territory planning, energy, water and environmental frameworks. We put that
conclusion with a qualification: the absence of comparable reported data means the extent of any residual
gap in regulatory power has not been evidenced either way. Establishing the dataset is the precondition
for settling that question.

Fourth, transparency obligations should be measurable and verifiable. DECA's members work daily with
cryptographic assurance and verifiable credentials. There is a practical opportunity to require energy,
water and emissions reporting that is machine-readable and independently auditable, rather than
narrative sustainability statements that cannot be compared across facilities.

Fifth, government agreements with global Al companies warrant parliamentary visibility. Where public
money, public data, priority grid access or planning facilitation is committed, the terms should be
disclosed, and the benefit to Australia should be tested for additionality, domestic value retention, effect
on competition, and whether credible exit or substitution remains available.

Sixth, the jurisdictions examined have generally addressed the infrastructure impacts of data centres
through energy, planning, water and disclosure frameworks rather than using data centre regulation as
a substitute for Al regulation. Ireland, Singapore, the European Union, the United Kingdom and the
United States are each instructive on that point. Australia is in a position to adopt that approach before
capacity constraints bind, which several of those jurisdictions were not.

°Pax Silica Declaration, 12 December 2025. Australia was a founding signatory to the declaration on securing technology supply chains.

®Hosting Certification Framework, established by the Digital Transformation Agency and administered by the Department of Home Affairs from

2023.
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3. Recommendations

The eighteen recommendations below are grouped into six priorities. The grouping is deliberate:
recommendations 3 and 4 are the ones DECA would ask the Committee to adopt first, because comparable
data is the precondition for testing every other proposition in this submission.

Priority A: Regulate at the point of harm, not the point of construction

Recommendation 1. The Committee should recommend against a bespoke, standalone regulatory regime for
data centres. Where gaps exist, they should be addressed by tuning instruments of general application in
planning, energy, water, environment and privacy law. Where a particular obligation is to become binding,
the appropriate mechanism should be identified explicitly, recognising that different obligations are
properly implemented through legislation, regulation, planning or approval conditions, grid connection
arrangements, funding or procurement conditions, or contractual commitments.

Recommendation 2. Al-specific harms should continue to be addressed through the deployment-facing
framework already in train, including the Voluntary Al Safety Standard,’ privacy reform and sectoral
regulation, rather than through infrastructure policy.

Priority B: National consistency and verifiable disclosure

Recommendation 3. The Commonwealth should convene States and Territories to settle the national data
centre principles flagged in the National Al Plan, with the objective of a single set of definitions, thresholds
and reporting metrics adopted across jurisdictions.

Recommendation 4. The March 2026 Commonwealth Expectations® should be converted from a non-binding
statement into a mandatory, standardised disclosure obligation covering energy consumption, power
usage effectiveness, water source, withdrawal and consumption, discharge quality and grid connection
capacity, reported annually in a machine-readable format on the model of the European Union scheme.®
Annual public disclosure should be distinguished from the more frequent operational monitoring that
system operators and regulators may require to manage capacity and dependencies; the two serve
different purposes and should not be collapsed into a single cadence.

Recommendation 5. Disclosure should be designed for independent verification from the outset. The
Commonwealth should pilot cryptographically verifiable reporting with a small number of willing operators
before mandating a schema, so that metered energy and water data can be attested at source and audited
without relying on operator self-declaration.

Priority C: Grid connection, flexibility and cost allocation

Recommendation 6. Grid connection reform should treat large flexible loads as a system resource. Data centres
capable of demand response, load shifting or on-site generation should face connection and network
pricing arrangements that reward that flexibility, and locational signals should be used to prevent the
geographic concentration that has constrained Dublin.

Recommendation 7. Connection and cost-recovery arrangements should be reformed to accommodate phased
capacity ramps. Connection approval is currently the binding constraint on delivery, and a significant part
of the difficulty is a structural mismatch: a facility takes up load progressively as it acquires customers,
while the enabling network asset must be funded and is expected to be consumed from day one. Staged

"Department of Industry, Science and Resources, Voluntary Al Safety Standard, comprising ten guardrails covering accountability, risk
management, human oversight, transparency and monitoring.

8Australian Government, An Australian approach to Al: Expectations for data centres that deliver for Australians, 23 March 2026. The Expectations
are non-binding and do not amend the existing regulatory landscape.

°See section 6.3 and note 14 below.
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connection agreements, with capacity charges that track a committed ramp profile and firm milestones,
would resolve a bottleneck without weakening cost causation.

Recommendation 8. Where grid or water capacity is genuinely constrained in a region, capacity should be
allocated against published criteria through a transparent and competitive process, with appropriate
safeguards for consistency, procedural fairness and review, rather than through bilateral arrangements or
first-come-first-served queuing.

Recommendation 9. Infrastructure cost allocation should not be treated as a planning question alone. Planning
contributions, utility augmentation and energy network costs operate under separate statutory
frameworks, and the reform required is clearer coordination between those regimes so that infrastructure
costs generated by major developments are transparently and appropriately allocated.

Priority D: Water and cooling

Recommendation 10. Water reporting should be mandatory and catchment-specific, and should distinguish
withdrawal from consumption. Reporting should capture the volume withdrawn, the volume lost to
evaporation, the volume discharged and its quality, and the water and energy trade-off inherent in the
cooling design chosen.

Recommendation 11. Policy should express a clear preference for closed-loop cooling and for non-potable or
recycled water, and should settle explicitly where responsibility sits for treating water to the chemical
quality that cooling systems require and for treating discharge before it is returned. That allocation of
burden, between operator, water utility and community, is currently unresolved and is a live source of
community objection.

Priority E: Sovereignty, agreements and market structure

Recommendation 12. The Commonwealth should assess and publish a view on the level of domestic compute
capacity Australia requires to remain economically competitive, and treat compute as strategic economic
infrastructure alongside energy and telecommunications. Regulatory design should proceed against that
assessment rather than in its absence.

Recommendation 13. Agreements between the Commonwealth and global Al companies involving material
public funding, public data, infrastructure, priority grid access, planning facilitation or other significant
government support should be subject to appropriate parliamentary transparency, with
commercial-in-confidence, national security and other legally protected information redacted only where
justified. Such agreements should specify Australian data residency, intellectual property treatment, model
evaluation and safety commitments, and measurable benefits to Australian industry, and should be tested
for additionality, meaning that public support produces capability or access that would not otherwise exist,
for retention of economic value in Australia, for effect on competition, and for whether credible exit or
substitution remains available.

Recommendation 14. Any public support for Al infrastructure should be conditioned on a proportion of
resulting compute capacity being made available to Australian small and medium enterprises, startups and
researchers on transparent, published commercial terms.

Recommendation 15. Sovereign capability should be assessed against authority, continuity, portability,
substitutability and recourse, not location alone. Commonwealth procurement and any conditions
attached to public support should address provider concentration, interoperability, data and workload
portability, and exit, so that Australian institutions retain the practical ability to change provider.

Priority F: Community consent and domestic capability

Recommendation 16. Proposed new data centres should be required to resource an ongoing community
engagement function, and community benefit commitments made at approval should be documented and
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reported against rather than left as undertakings. Where local employment is offered as the basis of
community consent, the commitment should be to genuine local employment rather than fly-in
arrangements, and should be measurable.

Recommendation 17. Australia should consider establishing a Data Centre Cooperative Research Centre with
an Australian university and appropriate digital economy industry representation, to build domestic
capability in cooling, water reuse and efficiency.

Recommendation 18. The Commonwealth should progress copyright reform for Al training as a priority. This
bears directly on the terms of reference: copyright uncertainty is a material determinant of whether
training workloads locate in Australian facilities at all, and therefore of whether capacity built here is used
for the high-value workloads the Commonwealth says it wants to attract.

4. Term of reference (a): effectiveness of existing regulatory frameworks

4.1 Distinct policy objects, connected consequences

The framing of the inquiry couples two subjects that respond to different instruments. Artificial intelligence is a
set of software capabilities with deployment risks that arise where models influence decisions about people. A
data centre is industrial infrastructure with land use, energy, water and amenity impacts.

Australia has operated commercial data centre capacity since the early 2000s, and hyperscale cloud regions
have been present in Sydney, Melbourne and Canberra since well before generative Al became a mainstream
product. The physical layer, being land, buildings, substations, backup power, cooling, security and network
fabric, is fungible across workloads. A rack hosting a hospital records system is not physically distinguishable
from one hosting a recommendation engine. There is a genuinely Al-specific tier, being high-density GPU
clusters built for training, but that tier is defined by equipment and workload rather than by the building. The
Commonwealth’s March 2026 Expectations draw their scope by facility scale rather than by whether a facility
does anything to do with Al, which illustrates the difficulty of legislating the distinction.

The practical consequence is that a data centre regime cannot function as Al regulation. It would impose costs
on banking, health and government workloads that have nothing to do with Al, while leaving untouched the Al
systems that make consequential decisions about Australians using compute rented from offshore.

DECA does not, however, put the separation absolutely. Infrastructure decisions have consequences upstream
in the stack. Which facilities are built, who operates them, and the terms on which capacity is offered shape
which providers, model families, technical standards and control layers Australian institutions come to depend
on. They shape what can be substituted five years from now, and where the economic value of Australian data
and Australian demand ultimately accrues. The correct conclusion is not that the two subjects are unrelated. It
is that they call for different instruments, and that using the infrastructure instrument to do the Al job will fail
at both.

4.2 Sovereign capability requires domestic compute, and more than domestic compute

The Commonwealth has made a series of commitments that presuppose domestic capacity. The National Al
Plan of December 2025 commits to building sovereign capability in Al. Australia became a founding signatory to
the Pax Silica Declaration in December 2025. The Hosting Certification Framework already requires sensitive
and classified government data to be held in certified onshore facilities, which operates in practice as a
demand-side mandate for Australian data centres. The Commonwealth has separately contracted for a
sovereign classified cloud environment at a cost reported at a minimum of two billion dollars over a decade.’®

®Australian Government and Amazon Web Services partnership to establish a sovereign Top Secret Cloud in Australia, announced 4 July 2024, with
investment reported at a minimum of A$2 billion over a decade.
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Each of these requires physical infrastructure on Australian soil, and policy that constrains build-out without a
clear and evidenced harm constrains the Commonwealth's own ability to meet its own sovereignty rules.
DECA's members feel this directly: several have told us that data residency requirements in their own contracts
and regulatory obligations are already difficult to satisfy at acceptable cost.

Location is nonetheless the beginning of the sovereignty question rather than the end of it. A workload running
in a Sydney facility on a foreign-controlled platform, using externally held credentials, subject to update and
deprecation decisions taken elsewhere, and governed by contractual rights that cannot practically be enforced,
is onshore without being sovereign. DECA suggests the Committee adopt a functional test with five elements:
authority, meaning who can actually decide; continuity, meaning what happens if the relationship ends;
portability, meaning whether data and workloads can be moved; substitutability, meaning whether an
alternative provider exists; and recourse, meaning whether Australian law provides an effective remedy.
Onshore capacity supports each of these. It guarantees none of them on its own.

4.3 Compute as economic infrastructure

There is a prior question the Committee should put alongside the regulatory one. The inquiry asks how data
centres should be governed. It does not ask how much compute capacity Australia actually needs.

DECA members active in Al deployment argue that domestic compute should be treated as strategic economic
infrastructure, in the way Australia already thinks about energy, telecommunications and transport, rather than
as a category of industrial building that happens to attract planning attention. On that framing the policy
question becomes what level of capacity Australia requires to remain competitive, what mix of training and
inference capability that implies, and what the consequences are of falling short. Australia has no published
answer to any of those questions, and in their absence infrastructure policy is being set without a target.

DECA does not suggest the Committee resolve that question, which is beyond its terms of reference. We
suggest it be identified as a gap. A regulatory framework designed without a view on required capacity risks
optimising for the impacts of the facilities that get built while remaining indifferent to whether enough of them
are built, or whether the ones that are built serve Australian users.

4.4 The gap is principally coordination, on the evidence available

DECA does not accept the proposition that data centres are unregulated. They are subject to State and Territory
planning and development approval, environmental protection legislation, water access and licensing
arrangements, National Electricity Rules connection processes, work health and safety, the Security of Critical
Infrastructure Act where relevant, and the Privacy Act in respect of the data they hold.

Planning and environment practitioners advising DECA members make the point concretely for New South
Wales: existing planning legislation already provides mechanisms to assess data centres, to consider cumulative
impacts and to control operational impacts through conditions of consent. On that view the question is not
whether the power exists but whether more consistent, data centre specific guidance is needed within the
frameworks that already apply. DECA agrees, and Recommendation 3 is directed at supplying that guidance
rather than at creating new powers.

What is absent is coordination and a consistent national policy architecture. The current landscape includes a
Commonwealth expectations paper that is non-binding, a separate New South Wales parliamentary inquiry
reporting by 30 September 2026, a New South Wales consultation on a whole-of-government approach to the
sector,” a recently released New South Wales framework addressing renewable additionality, and draft

“NSW Legislative Council Public Accountability and Works Committee, inquiry into the development and regulation of data centres in New South
Wales, final report due by 30 September 2026.

2NSW Government data centre consultation paper, March 2026.
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connection reforms from the Australian Energy Market Commission.** Each is reasonable on its own terms.
Together they create the prospect of divergent definitions, thresholds and reporting obligations across
jurisdictions, which raises compliance cost without raising standards.

The difficulty is not limited to coordination between existing regimes. There is also a lack of clarity as to how
the Commonwealth Expectations are intended to interact with State and Territory planning, energy, water and
environmental frameworks. The Expectations are expressed as Commonwealth policy but operate in a field
where the operative approval, licensing and connection powers sit with the States and Territories. Unless that
interaction is made explicit, operators face a document that carries policy weight without legal effect, and State
agencies face expectations they have no clear obligation to apply. Settling the relationship between the two is a
precondition for the national principles proposed at Recommendation 3.

We qualify that conclusion in one respect. Because Australia has no comparable reported dataset, the claim
that existing powers are sufficient cannot yet be fully evidenced, and neither can the contrary claim. DECA’s
position is that coordination and disclosure should be settled first, and that any residual gap in regulatory
power should be identified against reported data rather than asserted in advance of it. That sequencing is the
same one the European Union adopted and is discussed at section 6.3.

4.5 Making the Expectations enforceable and comparable

The March 2026 Expectations set out sensible propositions on energy, water, community engagement and
transparency. Their weakness is that they are voluntary and narrative. An operator can satisfy them with a
sustainability statement that cannot be compared to any other operator’s statement.

DECA’s position is that the substance should be retained and the form should change. Operators above a
defined capacity threshold should report annually, in a standard machine-readable schema, on total electricity
consumption, contracted and actual renewable share, power usage effectiveness, water source, water
withdrawal and consumption, discharge volume and quality, and connected and forecast grid capacity.

DECA also considers it important to distinguish the policy objective from the mechanism by which an obligation
becomes enforceable. These are separate questions, and different elements are likely to require different
regulatory vehicles rather than a single legislative approach. Where particular elements are to become
mandatory, the mechanism appropriate to each should be identified: primary legislation, subordinate
regulation, planning or approval conditions, grid connection arrangements, funding or procurement conditions,
or contractual commitments. Treating them as a single undifferentiated package invites the objection that
DECA is proposing the bespoke regime it says it opposes. Reporting obligations of general application belong in
regulation. Siting, community and water conditions attach naturally to planning approval. Flexibility and cost
recovery belong in connection arrangements. Compute access and value retention belong in funding and
procurement conditions.

We add one distinction. Annual public reporting and operational monitoring are different exercises. Annual
disclosure serves comparability, public accountability and policy design. System operators and regulators
managing connection queues, capacity and dependency risk need information at a materially higher frequency.
Conflating them will either overburden public reporting or leave operational visibility inadequate.

4.6 Verifiable disclosure

This is where DECA can offer the Committee something other stakeholders will not. Our members build and
operate the assurance infrastructure that makes self-reported data independently checkable.

3Australian Energy Market Commission, draft connection reforms, March 2026, proposing technical standards requiring large electricity users to
remain connected during grid disturbances and to respond to instability.
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Reporting obligations typically fail at the verification step. Regulators receive operator-prepared figures and
lack any practical means to test them without a costly audit. There is a well-developed alternative. Metered
energy and water data can be attested at the point of measurement, committed to a tamper-evident ledger,
and disclosed through verifiable credentials, so that a regulator or community group can confirm that a
published figure matches what the meter recorded without either party disclosing commercially sensitive
operational detail.

The wider point put by members is that an economy being rebuilt around machine-readable data should not be
regulated through PDFs, annual self-declarations and sustainability statements that no one can test.
Modernising the regulatory infrastructure alongside the physical infrastructure is available here at low cost, and
the window to design it in rather than retrofit it closes once a schema is mandated.

This matters for social licence as much as for compliance. Much of the community concern the Committee will
hear stems not from the numbers themselves but from the absence of any means to check them. Verifiable
disclosure converts a contested claim into a checkable one. DECA recommends a pilot with a small number of
willing operators before a schema is mandated, so that it is designed for verifiability rather than retrofitted, and
DECA is willing to convene members to support such a pilot.

4.7 Government agreements with global Al companies

The Committee has specifically raised existing and future deals between the Australian Government and global
Al companies. DECA takes no position on the merits of any particular agreement. We do take a position on
process.

Where the Commonwealth commits public money, public data, priority planning treatment or facilitated grid
access, the arrangement should be visible to Parliament. Such agreements should be tabled, with redactions
limited to genuinely commercial-in-confidence terms and each redaction justified. Agreements should address,
at a minimum, where Australian data will reside and who may access it, how intellectual property arising from
Australian public data is treated, what model evaluation and safety commitments apply, and what measurable
benefit accrues to Australian industry.

We would add four tests. Additionality: does public support produce capability or access that would not
otherwise have existed, or does it subsidise investment that was coming anyway? Domestic value retention:
where does the economic value generated actually accrue, and how much of it stays in Australia? Competition:
does the arrangement entrench a position that later arrivals cannot contest? Exit: if the arrangement fails or
the provider changes its terms, does Australia retain a credible ability to substitute?

On measurable benefit, DECA's members have a specific concern. Public support for Al infrastructure risks
producing capacity that is effectively pre-committed to a small number of global customers, with Australian
small and medium enterprises facing the same market prices they would have faced anyway. Where the
Commonwealth provides material support, a defined share of resulting capacity should be available to
Australian firms and researchers on published terms. This is a straightforward condition to draft and it converts
a general claim of national benefit into something that can be tested. There is limited value in describing
infrastructure as sovereign if Australian startups, small and medium enterprises and researchers remain priced
out of the capacity built here.

Where the constraint is grid or water capacity rather than public funding, the same logic points toward
competitive allocation against published criteria rather than bilateral negotiation. Singapore’s approach,
described at section 6.2, demonstrates that this can be done at speed and with a clear sustainability filter.

5. Term of reference (b): potential impacts

5.1 Energy and the grid
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The Australian Energy Market Operator revised its data centre demand forecasts in its 2026 Electricity
Statement of Opportunities. Data centre consumption in the National Electricity Market is estimated at
approximately 5 terawatt hours in 2025-26, around three per cent of grid demand, and is projected to reach
approximately 34 terawatt hours by 2035-36, or around thirteen per cent. That is close to a sevenfold increase
across the decade."

Two qualifications matter, and DECA puts them because the headline figure is entering public debate without
them. The first is that the pipeline is not the outcome. The forecast is built on 225 known projects representing
some 67 gigawatts of proposed connection capacity, but more than forty per cent of projects since 2025 have
either dropped out or regressed in connection status, facilities typically take five to ten years to reach capacity,
and a mature fleet is expected to operate at roughly half its connection capacity rather than all of it."* The
second is that load growth is not, in itself, a harm. The question is whether new load is accompanied by firmed
generation and network capacity, and who bears the cost of augmentation.

Set against international comparison, Australia is early. Ireland’s data centres reached twenty-two per cent of
metered national consumption in 2024 and Singapore’s exceed seven per cent. Australia is at a stage where
deliberate design is still available.

Connection approval is the binding constraint

Evidence put to the DECA Al Working Group by an energy sector specialist advising data centre operators
identified connection approval, rather than generation adequacy, as the primary practical constraint on
delivery.’® Connection is not a single decision by a single body. It requires an assessment of whether the nearest
substation and surrounding network can carry the load, what other projects are being commissioned or
decommissioned in the area, and what the load profile does to system stability, coordinated across a state
planning authority such as VicGrid or EnergyCo, the relevant network operator, and the market operator.

Underlying this is a structural mismatch that policy could address directly. A data centre takes up its contracted
load progressively, as it acquires customers over several years. The enabling network asset does not work that
way. A transformer or connection point is a physical asset costing millions of dollars, built once, and the
developer and network operator reasonably expect it to be paid for and consumed from the day it is energised.
The operator is asked to underwrite full capacity before it has the customers to fill it. This is a solvable
commercial design problem, not a reason to refuse connection, and it is where connection reform would
deliver the most benefit soonest. Recommendation 7 addresses it.

Large data centre load is also unusually flexible compared to other industrial load. Non-latency-critical
workloads, including much Al training, can be shifted in time and increasingly in location, and batch training is
close to an ideal demand response participant. Current connection and network pricing arrangements do not
systematically reward that flexibility.

On supply, operators are already pursuing brownfield sites with existing grid connections from decommissioned
industrial facilities, alongside gas peaking plant, solar, wind and battery hybrids and on-site generation.
Emerging state requirements on renewable additionality, including the recent New South Wales framework, are
reshaping what counts as an acceptable supply arrangement. Further out, thermal approaches now being
trialled internationally, including deep geothermal drilling for combined power and cooling, have been

“Australian Energy Market Operator, 2026 Electricity Statement of Opportunities, August 2026. AEMO projects data centre consumption in the
NEM rising from approximately 5 TWh in 2025-26 to approximately 34 TWh in 2035-36 under its Step Change scenario, and from around 3 per
cent to around 13 per cent of NEM operational demand.

>AEMO, 2026 Electricity Statement of Opportunities. The forecast draws on 225 known data centre projects representing approximately 67 GW of
proposed connection capacity, up from 38 GW in the 2025 report. AEMO records that more than 40 per cent of data centre projects since 2025
have dropped out or regressed in connection status, that operators indicate facilities may take five to ten years to reach capacity, and that a
mature fleet is expected to utilise approximately 45 to 51 per cent of connection capacity.

®presentation to the DECA Al Working Group, 28 August 2026, by an energy sector adviser to data centre operators, developers and commercial
and industrial customers in the National Electricity Market.
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examined in Australia before without commercial viability; the scale of demand now in prospect may change
that assessment.

5.2 Water and cooling

Water-intensive cooling in stressed catchments is a legitimate community concern and DECA does not seek to
minimise it. Technical evidence presented to the DECA Al Working Group sharpened our position considerably,
and we set it out in some detail because the picture is routinely misunderstood in public debate.'”

Roughly three quarters of the water currently consumed by data centres internationally is drinking water, and
total consumption is estimated at around two billion litres per day across the United States fleet. That is the
fact driving most community opposition, and it is a reasonable thing for communities to object to.

Withdrawal is not consumption, and the difference cuts both ways

Cooling designs fall into five broad categories: air cooling, open-loop evaporative, closed-loop evaporative,
direct liquid cooling, and free cooling. Around three quarters of existing facilities use open-loop evaporative
cooling, because it cools efficiently and is comparatively cheap to build and operate, and because the
engineering workforce knows it.

In an open-loop system, of every hundred litres withdrawn, approximately eighty are lost to the atmosphere as
evaporation. The remaining twenty are discharged as blowdown, concentrated with the impurities left behind.
Closed-loop systems circulate water in sealed pipes and lose very little to evaporation, perhaps five litres in a
hundred, which is the reason they are preferred. The consequence is that the other ninety-five litres return to
the system carrying accumulated impurities. An operator can accurately say it consumes five per cent of what it
withdraws while a community accurately observes that ninety-five per cent comes back requiring treatment.

This is why reporting must distinguish withdrawal, consumption and discharge, and must capture discharge
quality. A single water figure can be technically true and materially misleading in either direction.

Recycled water and the allocation of treatment burden

Recycled and non-potable water is the obvious answer and is being used at scale by major operators
internationally. Virginia has legislated in this direction, though more narrowly than is sometimes reported:
under its 2026 biennial budget, new data centres lodging an air permit application after 1 January 2027 within
the Eastern Virginia Groundwater Management Area must use air cooling, one hundred per cent recycled water
or stormwater, or a closed loop system, and the Department of Environmental Quality is to establish criteria for
designating cooling water scarcity areas.’® That geographic scoping is instructive for Australia, where water
stress varies sharply between catchments. Two practical constraints apply. Cooling systems require water at a
defined chemical quality, and not all recycled water meets it without further treatment. And viability depends
on distance: if the facility sits too far from the treatment plant, the cost of piping makes the arrangement
uneconomic, which is an argument for treating proximity to recycled water infrastructure as a siting criterion
rather than an afterthought.

The unresolved question is who pays. Should the operator treat water up to the quality its plant requires, or
should the utility supply it at that quality? Should the operator treat discharge before returning it, or pay a
pollution charge under environmental protection legislation and leave treatment to the community? This

Presentation on data centre water use and cooling to the DECA Al Working Group, 28 August 2026. The cooling typology, withdrawal and
consumption ratios and blowdown characteristics described in this section are drawn from that presentation.

¥Commonwealth of Virginia, 2026 biennial budget (HB 30). New data centres submitting a complete air permit application after 1 January 2027 in
the Eastern Virginia Groundwater Management Area must use air cooling, 100 per cent recycled water or stormwater, or a closed loop system. The
Department of Environmental Quality is required to establish criteria for identifying Cooling Water Scarcity Areas by 1 July 2027, and to report by
15 October 2026 on retrofitting existing facilities.
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allocation is currently unsettled in Australia and it is the specific point on which community objection tends to
crystallise. Policy should decide it explicitly rather than leaving it to be litigated project by project.

Waterless cooling changes the water problem, not the power problem

The next generation of Al accelerators will not be coolable by the open-loop evaporative systems that dominate
the installed base; they run too hot.'® Two approaches are emerging: immersion in a coolant maintained at
around 45 degrees, and dielectric fluids that boil directly on the chip surface. Both largely remove water from
the cooling loop, and both allow rack densities two to three times current levels because airflow clearances are
no longer required. One material difference for policy is that the dielectric approach can be retrofitted to
existing facilities, whereas the immersion architecture generally requires a facility designed around it from the
ground up. That distinction determines how quickly the existing fleet can improve.

DECA thinks it important to be candid about what this does not solve. Evaporative facilities currently spend on
the order of thirty per cent of total power on cooling. Removing that overhead does not produce a thirty per
cent reduction in consumption, because the chips these systems exist to cool draw substantially more power
than the ones they replace. Total facility consumption will rise, not fall. A submission that presented waterless
cooling as the answer to community concern about electricity prices would be misleading the Committee, and
would be found out. The honest position is that these technologies materially address the water problem and
do not address the energy problem.

5.3 Communities and social licence

Land use, noise, heat, construction traffic and cumulative precinct-level impacts are properly matters for State
and Territory planning systems, which have the assessment machinery and the local knowledge. But social
licence has moved from a soft consideration to a material project risk, and the Committee should understand it
in those terms.

In New South Wales, Penrith City Council formally objected to a proposed 52 hectare, 1.2 gigawatt campus at
Kemps Creek on the ground that the site was not suitable for development of that scale, with nearby residents
and schools raising environmental and health concerns.?® Because the proposal is a State significant
development the council is not the consent authority, so the objection does not itself determine the outcome.
It nonetheless shows that local opposition now shapes the approval environment even where the formal
decision sits with the State. In Western Australia, a proposed 1.1 billion dollar facility was abandoned by its
proponent after close to 1,900 public submissions, the substantial majority opposed, and a council finding that
projected generator noise was unacceptable.”* Comparable resistance has delayed transmission projects
including VNI West in Victoria. Internationally the opposition is organised, with a United States campaign group
focused specifically on data centre development running coordinated protest activity and similar movements
emerging in Canada and Europe. Australian coverage has focused on proposals such as the former Ford
manufacturing site in Victoria, where housing sits directly opposite. Industry has begun responding, with
operators now recruiting dedicated community engagement managers.

DECA does not regard community opposition as an obstacle to be managed around. Objectors are identifying
genuine weaknesses: opaque water figures, unverifiable claims, employment promises that do not materialise
at the scale suggested, and the absence of any mechanism for a community to check what it is told. Every one

®presentation to the DECA Al Working Group, 28 August 2026. Two architectures were identified: immersion in a coolant maintained at
approximately 45 degrees, designed into a facility from the outset, and a dielectric fluid boiling directly on the chip surface, which can be
retrofitted to existing facilities.

“Penrith City Council submission to the NSW Legislative Council inquiry into data centres, 25 March 2026, and reporting on the proposed Mamre
Road campus at Kemps Creek. The proposal is a State significant development, for which the NSW Government rather than the council is the
consent authority.

Z'Withdrawal of the GreenSquare data centre proposal in Western Australia, 2026, following council assessment that projected generator noise
would be unacceptable and close to 1,900 public submissions to the council consultation.
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of those is addressed by better disclosure rather than by better public relations, which is a further argument for
Recommendations 4 and 5.

There is an older Australian model worth recalling. Large industrial facilities have historically secured
community consent through an explicit economic bargain: the facility imposes real local costs and in exchange
generates durable local employment and the town economy that follows from it. Regional processing and
milling operations were accepted on that basis for generations. Data centres are capital-intensive and
operationally light, so the bargain is harder to strike, which is precisely why it should be made explicit and
measurable rather than implied. Where local employment is offered as the basis of consent, it should mean
genuine local employment rather than fly-in arrangements, and it should be reported against.

Two procedural points follow. Approval processes should require cumulative assessment where multiple
facilities are proposed in a single precinct, since facility-by-facility assessment systematically understates
aggregate impact. And community benefit commitments made at approval should be documented and
reported against rather than left as undertakings.

On the first point, practitioners advising our members note that existing planning mechanisms can already
consider cumulative impacts, but that greater emphasis is warranted where multiple facilities are concentrated
in a single precinct and draw on the same electricity, water and transport infrastructure. That is the situation
now developing in western Sydney. Assessing each proposal against baseline conditions, rather than against
conditions as they will stand once neighbouring approvals are built out, systematically understates the load on
shared infrastructure.

5.4 Industries

DECA's members are the industry the Committee is asking about, and their exposure is on the demand side.
The risks they identify are not environmental. They are the cost and availability of compute, the terms on which
it is offered, jurisdictional constraints on where regulated data may be processed, and the concentration of
supply among a small number of global providers.

Concentration deserves more weight than it usually receives in this debate. Where a small number of providers
control the platforms, the model families and the update cadence, the practical ability of an Australian
institution to change provider may be close to zero regardless of where the racks sit. Interoperability, workload
and data portability, and enforceable exit rights are therefore matters of national capability rather than
commercial detail, and they belong in procurement and in any conditions attached to public support.

Restricting domestic build-out does not remove those workloads. It relocates them offshore, to jurisdictions
with weaker environmental standards and beyond the reach of Australian privacy, security and financial
services regulation. The environmental impact is exported rather than avoided, and the regulatory oversight is
lost. That outcome serves neither the Committee’s environmental concerns nor Australia’s sovereignty
objectives.

The scale of committed investment illustrates what is at stake. In New South Wales alone, the Investment
Delivery Authority has endorsed fifteen data centre projects with a reported value of A$51.9 billion for
prioritised government support.?? DECA’s members report material efficiency gains from Al deployment in
compliance, customer service, software development and back-office operations. Realising those gains at scale
requires compute that is affordable, available and lawfully usable for regulated Australian data.

5.5 Workforce

Construction and operation of data centres generate employment, though operational headcount is modest
relative to capital investment and this should not be overstated. Overstating it has already damaged trust in

ZNSW Investment Delivery Authority endorsements as reported in analysis of the NSW data centre inquiry, 2026.
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several communities, and the gap between promised and delivered employment is a recurring theme in local
opposition.

The larger workforce question is adjacent: Australia has a shortage of people who can govern, audit and assure
Al systems. The DECA Al Working Group is building a directory of Australian expertise in Al governance, auditing
and certification precisely because members are otherwise reliant on overseas providers. There is a related
domestic capability gap in data centre cooling, water reuse and efficiency engineering, which is the reasoning
behind the Cooperative Research Centre proposed at Recommendation 17.

Consistent with DECA's ethical principles, our position is that Al should be deployed to grow human capability
rather than simply to displace it, that workers should have access to upskilling on an opt-in basis, and that the
productivity gains from automation carry an obligation to support transition for those displaced. We note that
resistance to Al adoption is growing in some settings, including reports of rising numbers of university students
declining to use Al tools on environmental and ethical grounds. That is a signal about consent and trust, and it
will not be answered by asserting the benefits more loudly.

6. Lessons from comparable jurisdictions

Australia is not the first country to confront this question, and it has the considerable advantage of confronting
it earlier in the curve than most. Five jurisdictions are directly instructive. The common thread is that each has
generally addressed the infrastructure impacts of data centres through energy regulation, planning, water
regulation and disclosure obligations, rather than through instruments directed at artificial intelligence.

6.1 Ireland: the cost of arriving late

Ireland is the clearest cautionary example. Data centre demand grew from around five per cent of national
electricity in 2015 to twenty-two per cent of metered consumption in 2024, with the grid operator’s median
scenario projecting thirty-one per cent by 2034.%* Approximately ninety-seven per cent of Irish data centres sit
in the Dublin region, where they account for roughly half of regional demand. The problem was concentration,
not aggregate national load.

Facing generation adequacy warnings, the Commission for Regulation of Utilities imposed what became a de
facto connection moratorium in 2021. It held for four years. The final decision of December 2025 replaced it
with structured conditions: a de minimis threshold of one megavolt-ampere, a requirement that new
connections meet at least eighty per cent of annual demand from additional Irish renewable generation on a
six year glide path, and a requirement for on-site dispatchable generation or storage above a defined
threshold.?*

Three lessons follow. The moratorium was reactive rather than designed, and it cost four years of investment
certainty in a sector Ireland had spent a decade attracting. The eventual answer was conditions rather than
prohibition, and those conditions could have been set at the outset. And the binding constraint was locational
concentration, which is precisely the risk in western Sydney and, on current trajectories, in Melbourne.

6.2 Singapore: allocating scarce capacity on published criteria

Singapore imposed a moratorium on new data centre development from 2019, driven by land, water and
energy scarcity, with the sector already exceeding seven per cent of national electricity consumption. It lifted
the moratorium in 2022 and replaced it with a selective allocation model. A pilot Call for Applications awarded
approximately eighty megawatts to four operators in 2023. The Green Data Centre Roadmap followed in May

“Commission for Regulation of Utilities, decision on new electricity connection policy for data centres, December 2025; EirGrid demand forecasts.

2*Commission for Regulation of Utilities, final decision, December 2025, applying to connection applications submitted after 12 December 2025.
Additionality is required, so renewable generation already contracted through existing support mechanisms cannot be counted.
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2024, targeting at least three hundred megawatts of additional capacity with further capacity contingent on
green energy deployment.? A second Call for Applications was launched on 1 December 2025 for at least two
hundred megawatts, requiring at least fifty per cent of power from green sources and best-in-class efficiency
performance.®

The relevance to this inquiry is direct. Singapore faced the question the Committee is now asking about
government dealings with global technology companies, and answered it with a competitive process against
published criteria rather than bilateral negotiation. Operators know what they are being assessed against,
unsuccessful applicants know why, and the sustainability filter is applied consistently rather than deal by deal.
Singapore also sets targets for both power usage effectiveness and water usage effectiveness rather than either
alone, which is the correct response to the water and energy trade-off described at section 5.2.

6.3 The European Union: mandatory, comparable disclosure

Article 12 of the recast Energy Efficiency Directive, implemented through Commission Delegated Regulation
2024/1364, requires operators of data centres with installed information technology power demand of at least
five hundred kilowatts to report annually to a European database. Reported indicators include energy
consumption, installed power, capacity utilisation, power usage effectiveness, temperature set points, waste
heat recovery, water consumption and renewable energy share. Facility-level data is held in confidence and
publication occurs in aggregate at member state and Union level.”’

This is the model for Recommendation 4, and DECA considers it directly transferable. It is proportionate,
because a capacity threshold excludes small enterprise and edge facilities. It is standardised, because a single
schema makes facilities comparable. It manages commercial sensitivity through aggregated publication rather
than exemption. And it sequences correctly: the European Commission is mandated to assess the data before
proposing further measures, rather than legislating substantive obligations on an evidence base that does not
yet exist.

Australia’s position is the reverse. Much of the domestic debate, including some of the figures cited in this
submission, rests on estimates, forecasts and projections rather than reported data. Establishing the dataset
should precede any decision about further intervention.

6.4 The United Kingdom: compute as national infrastructure

The United Kingdom has moved decisively in the opposite direction to Ireland. It designated data centres as
critical national infrastructure in September 2024, published an Al Opportunities Action Plan, and established
Al Growth Zones in Oxfordshire, the north east of England, and north and south Wales.? It is consulting on a
data centre National Policy Statement, on treating large facilities as Nationally Significant Infrastructure
Projects, and on whether Critical National Priority status should apply, with a stated objective of reducing
consenting times to twelve months.

DECA does not propose that Australia adopt the United Kingdom’s facilitation posture wholesale. Its relevance
is that the United Kingdom has treated the coordination question as one to be settled deliberately at the
national level, including the interaction between planning, grid connection and power pricing, rather than
allowing it to be resolved by default through uncoordinated local decisions.

“Infocomm Media Development Authority, Green Data Centre Roadmap, 30 May 2024, which sets a target of power usage effectiveness at or
below 1.3 and works toward a water usage effectiveness target of 2 cubic metres per megawatt hour or lower.

*Singapore Economic Development Board and Infocomm Media Development Authority, Data Centre Call for Application (DC-CFA2), launched 1
December 2025, applications closing 31 March 2026.

“Directive (EU) 2023/1791 on energy efficiency, Article 12; Commission Delegated Regulation (EU) 2024/1364 of 14 March 2024 on the first phase
of a common Union rating scheme for data centres. First reports were due 15 September 2024, and by 15 May annually thereafter.

“Department for Science, Innovation and Technology, Delivering Al Growth Zones policy paper, and associated consultation on a National Policy
Statement for data centres, 2026.

14



@M Council of Austra DECA submission | Senate inquiry into artificial intelligence and data centres

6.5 The United States: cost allocation, and the return of moratoria

The American debate has converged on who pays for the grid. More than three hundred state-level data centre
bills were filed across more than thirty states in the first weeks of 2026, and at least eighteen states have
considered special rate classes for large energy users.? Virginia, which hosts the world’s largest data centre
concentration, approved a new rate class in November 2025 for customers with demand at or above
twenty-five megawatts, effective January 2027, with minimum demand charges set as a proportion of
contracted capacity and extended contract terms.* Virginia has separately legislated cooling water
requirements for new facilities in its Eastern Groundwater Management Area, and introduced a first-of-its-kind
electricity consumption tax on data centres of 1.1 cents per kilowatt hour running from July 2026 and
sunsetting in July 2028.

Notably, the industry position in Virginia has largely accepted the principle that large loads should carry the
network costs they cause. The contest is over methodology rather than over whether cost causation should

apply.

The trajectory has nonetheless produced prohibition. On 14 July 2026 New York became the first state to
impose a statewide moratorium on new hyperscale data centres, by executive order pausing State
environmental permits for up to one year for facilities requiring 50 megawatts or more, while regulators
develop standards covering energy demand, water use, environmental impact and ratepayer protection.*
Moratoria have been proposed in at least a dozen states, and a comparable measure in Maine was vetoed. That
is the Irish pattern repeating: prohibition arriving because standards were not settled in advance.

The lesson for Australia is one of sequencing. The American states are retrofitting cost allocation after the load
has arrived and after residential bills have risen, which has made the reform politically fraught. Australia can
settle cost causation through the Australian Energy Market Commission’s current reform process before the
load materialises.

6.6 What Australia should take from this

Five conclusions follow from the comparative record. Moratoria are what happens when coordination arrives
too late, and they are expensive; New York has now joined Ireland and Singapore in reaching for one.
Conditions attached to connection, covering renewable additionality, dispatchability and location, do the work
that moratoria were reached for, without the investment cost. Mandatory standardised disclosure is the single
reform with the broadest support across jurisdictions and the lowest compliance burden. Cost causation in
network pricing is best settled before load arrives rather than after. And water standards, including recycled
water mandates, are now being set by jurisdictions with far less water stress than parts of Australia.

None of these amounts to a bespoke data centre regulatory regime, and none is directed at artificial
intelligence. They are ordinary applications of energy, planning, water and disclosure law to a large new
industrial load.

7. Other related matters

MultiState analysis of state data centre legislation, 2026 sessions.

*Virginia State Corporation Commission approval of the GS-5 rate class, November 2025, requiring affected customers to pay a minimum of 85 per
cent of contracted distribution and transmission demand and 60 per cent of generation demand. Separately, the Commonwealth of Virginia 2026
biennial budget (HB 30, Item 3-5.24#1c) imposes a consumption tax of US$0.011 per kilowatt hour on certain data centres from 1 July 2026,
sunsetting 1 July 2028, and requires the Department of Environmental Quality to regulate data centre noise for the first time.

3Executive Order of the Governor of New York, 14 July 2026, pausing State environmental permits for new hyperscale data centres of 50 MW or
more for up to one year and directing State regulators to develop standards addressing environmental impact, energy demand, water use and
ratepayer protection. Moratoria have been proposed in at least a dozen states; a comparable measure in Maine was vetoed by the Governor in
2026, and some counties and municipalities have imposed temporary local bans.
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7.1 Copyright

Copyright bears on this inquiry through its terms of reference rather than despite them. The Committee is
asked to consider the impacts of data centre development on Australian industries and the terms of
Commonwealth engagement with global Al companies. The legal position on text and data mining for Al
training determines whether training workloads, which are the highest-value use of the capacity being built,
locate in Australia at all. Continued uncertainty is itself a decision, and its practical effect is that training
happens elsewhere while Australia retains inference workloads and none of the capability. Policy that succeeds
in attracting construction while copyright law deters the workloads has built empty racks.

DECA has sought representation on the Attorney-General’s Department Copyright and Artificial Intelligence
Reference Group and supports resolution as a priority.>> Consistent with the Al Working Group’s ethical
principles, we also advocate recognition of human contribution in hybrid human and Al workflows, including
prompts, reference material, parameters and platform configuration.

7.2 Where Al harms actually arise

DECA’s consistent position, put to the Office of the Australian Information Commissioner earlier this year, is
that Al risk should be assessed at the level of the system rather than the model, and that regulation should be
technology-neutral and risk-sensitive. Harm arises where a model materially influences a decision affecting a
person, and it arises from the whole pipeline, including data sources, orchestration logic, decision thresholds,
human oversight and execution pathways. Modern Al systems are probabilistic and require continuous
monitoring rather than one-off certification.

None of those harms is addressed by regulating the building the model runs in. They are addressed through the
Voluntary Al Safety Standard, privacy reform, sectoral regulation and clear accountability for deployers. DECA
will address these questions more fully in its submission to the Joint Select Committee on Artificial Intelligence,
and encourages this Committee to use the two processes for the purposes each is suited to.

7.3 Data sovereignty and privacy

Consistent with our ethical principles, DECA holds that individuals retain agency over their personal data, and
that consent for the use of personal data in Al training should be explicit, informed and revocable. Onshore
compute capacity is an enabler of these protections rather than a threat to them, because data held in
Australian facilities remains within the reach of Australian law. Subject to the qualification at section 4.2, that
where authority over the platform sits elsewhere, physical location secures less than it appears to.

8. Conclusion

DECA supports transparency, comparable disclosure and parliamentary scrutiny of government agreements
with global Al companies. We do not support a bespoke regulatory regime built around a category of building.

The Committee’s terms of reference join two subjects that require different instruments. Data centres are
general-purpose infrastructure whose impacts are real, measurable and largely within the reach of existing law,
and what is missing is national consistency and verifiable data. Artificial intelligence raises distinct questions
about accountability, privacy, copyright and human oversight, and those questions are being addressed through
instruments designed for them. The two are connected, in that infrastructure decisions shape what Australian
institutions can later choose, but they are not interchangeable, and using one instrument to do the other’s
work will fail at both.

The comparative record supports that division. The jurisdictions examined have generally treated data centre
impacts as a question for energy, planning, water and disclosure frameworks rather than as a proxy for

32DECA Al Working Group resolution of 9 July 2026 to apply for membership of the Copyright and Artificial Intelligence Reference Group.
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regulating artificial intelligence, and those that acted early, through disclosure and connection conditions, have
fared better than those that acted late, through moratoria. Australia still has the option of acting early, and a
narrowing window in which to take it.

DECA would welcome the opportunity to appear before the Committee and to convene members to support a
verifiable reporting pilot.

Digital Economy Council of Australia
Contact: Alec O'Sullivan, Head of Operations, alec@deca.org.au

Prepared by the DECA Artificial Intelligence Working Group
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