Independent Assessment: Proposed Al Data Centre Deployment in Tasmania

Executive Summary

This assessment evaluates the proposed deployment of large-scale artificial intelligence (Al) data centres in Northern
Tasmania, with a focus on grid stability, hydrological vulnerability, environmental impact, workforce generation, and
fiscal implications. The analysis indicates that while these facilities offer short-term economic benefits and
infrastructure upgrades, they introduce significant long-term risks to Tasmania’s energy security, ecological systems,
and public finances. Without binding regulatory safeguards, the risk-to-benefit ratio remains heavily skewed toward
systemic exposure for minimal localized return.

1. Grid Stability & Hydrological Risk Assessment

Tasmania’s electricity grid operates within a defined capacity envelope. Average daily demand ranges between 900
MW and 1,300 MW, with peak winter loads reaching 1,700-1,800 MW. The proposed Al data centres would introduce
an additional continuous load of approximately 400 MW, increasing baseline consumption by over 35%.

Drought Scenario Analysis

Tasmania’s hydroelectric system functions as a seasonal energy reserve. During severe drought conditions, safe local
generation may fall to ~600 MW. Combined with the Basslink interconnector’s maximum import capacity of 500 MW,
total available supply would be capped at 1,100 MW. Adding 400 MW of data centre demand creates a projected
shortfall of 400 MW:

Available Supply: 600 MW (hydro) + 500 MW (Basslink) = 1,100 MW
Projected Demand: 1,100 MW (baseline) + 400 MW (data centres) = 1,500 MW
Net Deficit: 400 MW

Historical precedent underscores this vulnerability. During the 2015-2016 drought, dam levels fell to 12.5% capacity
while Basslink experienced a six-month failure, necessitating an $180 million emergency deployment of diesel
generation. A concurrent 400 MW data centre load would have precipitated widespread blackouts.

Current conditions (mid-2026) show dam storages at 42%, providing temporary buffer capacity. However, climate
modelling indicates increased frequency and duration of multi-year dry spells over the next two decades, making
hydrological stress a recurring operational risk rather than an exceptional event.



2. Workforce & Economic Impact Analysis

Operational employment for automated, liquid-cooled data centres is highly constrained. Industry benchmarks
indicate that each facility will support approximately 20-40 permanent on-site roles post-construction, distributed
across:

Hardware maintenance technicians (4-6)
Facilities and HVAC engineers (6-10)
Security and safety personnel (8-12)

Site management and administration (2-4)

High-value technical positions, including Al engineering, data architecture, and model training, remain centralized in
metropolitan or international headquarters. Consequently, the job-to-megawatt ratio is substantially lower than that
of traditional regional industries such as agriculture or manufacturing, limiting direct economic spillover.



3. Environmental & Ecological Considerations
Water Resource Competition

Data centre cooling systems require substantial water inputs. Evaporative cooling methods consume millions of
litres daily, creating potential competition with agricultural irrigation and river health initiatives in Northern Tasmania.
Immersion cooling alternatives mitigate water usage but introduce chemical management risks associated with
large-scale synthetic fluid storage.

Renewable Energy Displacement

Tasmania’s renewable energy capacity is finite. Allocating ~15% of the state’s clean power to data centres reduces
availability for local decarbonisation initiatives across transport, residential, and industrial sectors. During
hydrological shortfalls, increased reliance on Basslink imports indirectly elevates mainland fossil fuel consumption,
undermining net-zero objectives.

Thermal & Waste Management Impacts

Thermal Pollution: Water-cooled systems discharge heated effluent that may elevate local waterway temperatures,
risking aquatic ecosystem disruption and algal proliferation. Air-cooled alternatives risk creating localized heat
islands, potentially affecting regional microclimates and agricultural productivity.

Electronic Waste: Al hardware obsolescence cycles of 3-5 years generate continuous streams of hazardous e-waste.
Tasmania’s limited specialized recycling infrastructure presents long-term disposal and environmental compliance
challenges.



4. Policy, Regulatory & Strategic Implications
Domestic Alignment with Climate Targets

Australia has committed to reducing greenhouse gas emissions by 43% by 2030 and 62-70% by 2035. Unregulated
data centre expansion risks grid cannibalisation, delayed decarbonisation of domestic sectors, and increased
wholesale electricity pricing. Public polling indicates 67% of Australians express concern regarding grid strain and
cost implications from large-scale data centre deployment.

International Reputation & Greenwashing Risks

Hosting foreign technology firms on existing renewable grids without mandating net-new generation may be
perceived as enabling corporate greenwashing. This could compromise Australia’s positioning as a responsible
renewable energy leader in international markets.

Regulatory Response: “Pay-to-Play” Frameworks

Federal and state authorities are transitioning toward regulatory models requiring developers to underwrite or
construct new renewable generation and storage capacity equivalent to their projected load. This approach aims to
preserve existing grid reserves while aligning data centre expansion with net-zero pathways.



5. Fiscal Cost-Benefit Analysis

Projected Revenue Streams

Local council rates: $500,000-$1,000,000 annually per facility
Grid network access fees: Multi-million dollar annual contributions to TasNetworks

Short-term construction payroll taxes and economic activity

Systemic Fiscal Risks

The Marinus Link & Export Opportunity Cost

Most critically, this deployment threatens the fundamental logic of Tasmania’s energy export strategy. The Marinus
Link represents a multi-billion dollar investment designed to position Tasmania as a premier exporter of renewable
energy to the mainland. By allowing data centres to consume nearly all available surplus power, the state effectively
"cannibalizes" its own exportable product.

If our surplus is diverted to satisfy high-intensity local Al processing, Tasmania loses its ability to put significant
energy back into the national grid. This creates a strategic paradox: investing in the infrastructure to export clean
energy while simultaneously allowing that same energy to be locked into domestic data silos, thereby nullifying the
long-term return on investment for the interconnector and undermining our role as a regional green energy
powerhouse.

Drought emergency response costs exceeding $180 million (based on 2015-2016 precedent)

Potential curtailment of high-value industrial operations, notably the Bell Bay aluminium smelter (~$2 billion annual
economic contribution)

Benefit Realization Likelihood

Promised Benefit Likelihood Assessment

Construction-phase employment High Guaranteed short-term regional economic stimulus
Council rate revenue High Stable long-term municipal funding

Digital infrastructure upgrades High Subsea cable and substation development likely
Hydro Tasmania commercial Medium Subject to national PPA market dynamics

revenue

Local tech ecosystem growth Low Limited historical precedent for regional spillover

The fiscal analysis reveals a structural imbalance: modest, predictable revenues against multi-billion dollar exposure
to grid failure, industrial disruption, and climate-related emergency expenditures.



6. Conclusion & Strategic Recommendations

The proposed deployment of large-scale Al data centres in Northern Tasmania presents a pronounced asymmetry
between localized, short-term gains and systemic, long-term risks. The evidence suggests that while these facilities
provide immediate construction stimulus and modest municipal rates, they create a compounding burden on the
state’s most critical resources. Specifically, the transition from "surplus" energy to "data centre load" threatens the
core pillars of Tasmania's current economic and environmental strategy:

Grid & Hydrological Integrity: The addition of ~400 MW of continuous demand narrows the safety margin
for drought resilience, potentially necessitating expensive emergency diesel generation during dry spells.

Ecological & Agricultural Security: High-volume water consumption and thermal discharge pose a direct
threat to local river health and agricultural productivity, creating competition between corporate
infrastructure and primary industries.

Workforce Limitations: The low job-to-megawatt ratio ensures that the economic "spillover" remains
negligible compared to the scale of infrastructure consumed.

Recommended Mitigation Framework: To align these developments with Tasmania’s strategic interests, the
following safeguards must be mandatory:

1.

"Surplus-Only" Allocation & Export Protections: Establish a regulatory ceiling that prevents data centre
demand from encroaching on the energy volumes earmarked for Marinus Link export. Development should
only be permitted if it can be proven that the load does not reduce the state’s capacity to sell power to
mainland markets.

Mandatory Net-New Generation & Storage: Developers must underwrite and construct new renewable
generation and battery storage equivalent to their projected load to ensure they are "grid-neutral" and do not
drain existing reserves.

Infrastructure Offset Mandate (St Leonards Site): Require the development of a 100 MW / 400 MWh
battery storage system, co-funded by the state and developer, ensuring that new substation infrastructure
provides community-priority access during peak demand.

Binding Water & Thermal Standards: Enforce strict limits on water extraction and effluent temperatures to
protect aquatic ecosystems and ensure no competition with local agriculture.

Independent Impact Audits: Conduct rigorous, independent environmental and grid stress tests for every
site prior to approval to ensure that regional growth does not come at the expense of state-wide stability.

By implementing these measures, Tasmania can manage data centre expansion as a regulated industrial activity
rather than an unregulated drain on the state's most valuable natural and infrastructure assets.



