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Data Center Challenges

LAND USE WATER USE POWER



The Data Center Land Use Challenge

Data centers come in a wide range of sizes, but current growth is hyperscale

Hyperscale data centers are large buildings on hundreds of acres

Large available sites are rural greenfield sites, mostly in agricultural use

Rural communities often resist large facilities



The Data Center Water Challenge

Most of the power used by data centers becomes heat

Removing heat from data centers efficiently requires liquid cooling, often 
water

Water cooling requires either heat transfer to air, evaporative cooling, or 
discharge of a large quantity of moderately heated water 

Michigan has water, but obtaining large quantities to evaporate or discharge 
as heated water creates problems



The Data Center Power Challenge

Hyperscale data centers consume large amounts of power relative to their 
host utility, so utility investments to serve data centers could become stranded 
costs

Costs of supplying power to data centers could be shifted onto other 
customers

Data centers can be built quickly compared to power supply and there are 
important “first mover” competitive advantages in artificial intelligence

There are currently many barriers to rapid deployment of new power supply



Michigan’s Data Center “Policy”

2024 PA 207 and 2024 PA 181 exempt data center 
equipment from sales and use taxes under certain 
conditions:

– Economic development

– Efficiently using energy

– Conserving, reusing, and replacing water

– Using renewable or clean energy

– No cost shift to other customers



Michigan’s Data Center “Policy”

Michigan Public Service Commission, in Case No U-21859 adopted 
standards for Consumers Energy to contract to provide service to 
large new loads, which we can expect to be precedential:
– Service under existing large customer rate schedule
– 15-year Contract Term with 5-year Evergreen Extensions
– 80% minimum billing demand
– Exit fee equal to minimum billing demand for balance of 

contract
– Limited capacity contract adjustments
– Collateral to reduce risk of non-payment
– Tariff should be shown in next rate case to not shift costs onto 

other customers
This case is currently under appeal by the Attorney General



Speed to Power

A single hyperscale data center can require a 10%  
increase in Michigan’s power supply and can be 
developed to full power demand in about 2 years. AI 
data centers have important “first mover” competitive 
advantages, so they want to move fast.
Power sector development of new generation and 
transmission is typically closer to 10 years and is focused 
on reliability and cost control.
Speed to power is a central issue regarding power 
supply to data centers. This will either limit data center 
development or require power system development to 
accelerate.



Speed to Power

The power supply technologies that can be deployed at scale most 
quickly are storage, solar, and demand response. Wind and natural 
gas generation are intermediate. Nuclear is slow.

All forms of generation and large new loads are delayed by slow 
transmission interconnection. Midcontinent Independent System 
Operator (our regional transmission organization) has not yet 
approved a generation interconnection proposal that was 
requested after early 2021.

Large amounts of storage, solar, and wind development have been 
cancelled due to current Federal policy, and construction timelines 
have lengthened due to Federal permitting policies and 
importation policies.



www.5lakesenergy.com


	Slide 1
	Slide 2: Data Center Challenges
	Slide 3: The Data Center Land Use Challenge
	Slide 4: The Data Center Water Challenge
	Slide 5: The Data Center Power Challenge
	Slide 6: Michigan’s Data Center “Policy”
	Slide 7: Michigan’s Data Center “Policy”
	Slide 8: Speed to Power
	Slide 9: Speed to Power
	Slide 10

