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TL;DR

Regulators and lawmakers are rapidly shifting from voluntary ratepayer protection pledges to legally binding
"but-for" tariff structures that force hyperscalers to pay the full incremental costs of their energy demand.
However, utilities are actively fighting back by attempting to pass billions in data-center-driven generation and
transmission upgrades onto residential bills under the guise of general grid reliability. Meanwhile, physical
capacity shortfalls are mounting, leaving major grids reliant on administrative price caps to prevent immediate,
catastrophic rate spikes.

Regulators Codify "But-For" Standards to Bind Hyperscalers

State regulators and federal lawmakers are rapidly codifying strict "but-for" tariff frameworks to legally bind
hyperscalers to the multi-billion-dollar cost of their grid expansions.

"The Large Load Model Tariff Framework... establishes a strict 'but for' cost allocation standard, requiring
large-load customers to cover 100% of any infrastructure and connection costs that would not have been
triggered 'but for' their interconnection..." — [pennsylvania-ppl-electric-large-load-tariff]

This structural shift represents a transition away from traditional socialized grid cost models, forcing
companies with massive queues to guarantee their own infrastructure investments
[[pennsylvania-ppl-electric-large-load-tariff]]. Without these legal firewalls, residential consumers would face
unprecedented bill increases to fund speculative tech expansions that may never fully materialize
[[regulatory-backlash-data-center-ratepayer-protections]].

What to watch: Watch for the response of regional grid operators to FERC's Section 206 show-cause orders
as they seek to justify or reform their large-load interconnection tariffs
[[regulatory-backlash-data-center-ratepayer-protections]].

Utilities Exploit Grid Reliability to Pass Surcharges to Ratepayers

Utilities are attempting to bypass ratepayer protections by categorizing massive, data-center-driven generation
projects as general system reliability upgrades.

"Mon Power, a FirstEnergy subsidiary, plans to assess a surcharge on its customers to help finance $2.7
billion in generation it is building in West Virginia, mainly for a data center." —
[firstenergy-data-center-contracts-wv-surcharge]

Despite public-facing "Ratepayer Protection Pledges," utilities are exploiting regulatory gray areas to shift
capital costs back to captive customers [[firstenergy-data-center-contracts-wv-surcharge],
[regulatory-backlash-data-center-ratepayer-protections]]. By framing these single-customer assets as general
system growth, they risk leaving residential ratepayers vulnerable to stranded-asset costs if tech demand shifts



or contracts terminate early [[louisiana-ai-data-center-power-boom],
[firstenergy-data-center-contracts-wv-surcharge]].

What to watch: Watch for the West Virginia Public Service Commission's decision on the contested Maidsville
Energy Center surcharge [[firstenergy-data-center-contracts-wv-surcharge]].

Capacity Crises Force Reliance on Administrative Price Caps

Massive Al load growth is driving severe regional capacity deficits, forcing grid operators to lean on
administrative price caps to prevent catastrophic rate hikes.

"PJM Interconnection, the largest US power grid... said its auction to procure power for the year starting
June 2028 fell 6.8 gigawatts short of what it will need to guarantee system reliability during demand spikes...
The clearing price came in at the FERC-approved price ceiling of $325 per megawatt-day." —
[pim-2027-2028-capacity-auction-price-cap]

The physical reality of grid constraints is outpacing regulatory reform
[[pim-2027-2028-capacity-auction-price-cap]]. While administrative price caps offer temporary financial relief to
consumers, they do not solve the underlying supply gap, leaving the grid vulnerable to structural shortfalls as
data centers continue to devour power [[pjm-2027-2028-capacity-auction-price-cap]].

What to watch: Watch for the results of PUM's next Base Residual Auction to see if the capacity deficit
continues to widen [[pjm-2027-2028-capacity-auction-price-cap]].

What surprised us

» The Audacity of the Cottonwood Acquisition: Entergy Louisiana is attempting to buy a Texas gas
plant to fill a "power gap" created by Meta's massive Richland Parish expansion
[[louisiana-ai-data-center-power-boom]]. By framing this acquisition as general system growth rather
than a dedicated data center asset, they are attempting to bypass Meta's payment guarantees and hike
average residential bills by up to $13 a month [[louisiana-ai-data-center-power-boom]].

» The Scale of FirstEnergy's Pipeline: FirstEnergy's data center pipeline has ballooned to 24.8 GW
[[firstenergy-data-center-contracts-wv-surcharge]]. This is an astronomical figure, representing
approximately 70% of the utility's entire system peak load
[[firstenergy-data-center-contracts-wv-surcharge]].

» The "Low-Income" Ransom in Pennsylvania: In resolving PPL Electric's landmark rate case,
regulators approved a 4.9% residential rate hike, but forced large-load data centers to collectively pay
$11 million annually to fund PPL's low-income assistance program
[[pennsylvania-ppl-electric-large-load-tariff]]. This represents a direct, regulatory-mandated wealth
transfer from hyperscalers to vulnerable residential ratepayers
[[pennsylvania-ppl-electric-large-load-tariff]].

Open threads worth a vote

* FERC Large-Load Interconnection Show-Cause Deadline
* PJM 2029/2030 Base Residual Auction Results



