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Data center developers and hyperscalers are racing to build artificial intelligence (AI) infrastructure and data

centers across the United States.[1] In response, federal and state policymakers have introduced legislative

measures targeting rising electricity costs, grid strain, environmental impacts, and AI-driven job losses.[2] The

most aggressive of these is a moratorium on data center construction.

On March 25, 2026, Sen. Bernie Sanders and Rep. Alexandria Ocasio-Cortez announced the Artificial Intelligence

Data Center Moratorium Act. The act would impose a nationwide halt on constructing or upgrading new or existing

data centers with a power demand of 20 megawatts (MW) or more until “strong national safeguards” are

in place.[3]

Among other things, the act seeks to ensure that:

Data centers do not raise electricity costs for consumers or harm the environment.

Affected communities can approve or reject proposed projects.

Data center developers use union labor and pay prevailing wages for their projects.

AI data centers do not receive government subsidies for the construction, upgrading, or operation of their
facilities.

Whether the act will gain traction in Congress remains to be seen, but at least some federal policymakers are

seeking to place guardrails around AI and data center development as they evaluate the impacts and implement

adequate safeguards.[4]

The act comes as calls to halt AI data center expansion grow at the state and local level. For example, in New

York, lawmakers have introduced Senate Bill 9144, which would impose a sweeping pause on new data center

development while the state reassesses environmental and other impacts. The bill would prohibit state and local

agencies from issuing any permits for the siting, construction, or operation of a data center that is capable of using

20 MW or more of electricity. The moratorium would remain in effect until state agencies issue new regulations

and address certain impacts. Lawmakers in at least 10 other states have introduced similar legislation that would

temporarily ban data center construction.[5]

Local governments are also acting. Over the past year, more than 100 localities across the U.S. have enacted

moratoriums on data center construction.[6] For instance, Oldham County, KY, imposed an indefinite moratorium

on applications to build or expand data centers in the county until appropriate regulations are in place.[7] The
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official ordinance removed a provision from an earlier draft that would have exempted construction permit

applications submitted before its enactment.[8] Consequently, a developer that had already applied for the land

use permits necessary to construct a 100 MW facility elected to forego its project in the county.[9]

Beyond moratoriums, state and local governments are also reconsidering the tax incentives used to attract data

center development. Of the 38 states that currently offer such incentives, 28 are considering legislation that would

end or curtail those benefits.[10] Virginia, for example, allows data center operators meeting certain infrastructure

investment and job creation criteria to purchase and/or lease computer equipment and software without paying

retail sales and use tax.[11] That exemption has helped make Virginia one of the most attractive states for data

center development. However, Virginia’s State Senate recently proposed Senate Bill 30, which would end the

exemption on January 1, 2027, eight years ahead of the current scheduled sunset.

Notably, one locality is allowing data centers to receive tax incentives only if its constituents approve. In Port

Washington, WI, the city recently passed the nation’s first data center referendum requiring future large-scale

projects receiving tax benefits to secure approval from local voters.[12] Under the referendum, a majority of local

voters must approve the availability of tax incremental financing for projects with a base value (measured by the

aggregate value of taxable property in the Tax Incremental Financing district) or project costs (public expenditures

the municipality expects to make or incur during the project) of more than $10 million.[13]

Takeaways

The full consequences of these local, state, and federal initiatives remain unknown; stakeholders must prepare for

legislative curtailment efforts. Moreover, community response is an increasingly important factor in site selection

for these projects. It is never too early to begin evaluating potential risks and developing mitigation measures for

current and future projects. Potential risks that project participants may want to consider include:

Whether in-progress or imminent data center construction projects would be halted by a moratorium.

How risk and delay-related costs are allocated in prime and downstream contracts, including, but not limited to,
idle labor, storage and preservation of equipment, and extended insurance or bonding costs.

Where to build future data centers amid policy uncertainty at the federal, state, and local levels.

How evolving legislative initiatives may affect financing terms, including lenders’ views on the risk that data
center construction could be halted.

How to finance data center construction without government subsidies, including tax incentives.

Of course, each project presents unique circumstances, challenges, and risks, which may be compounded as

project stakeholders navigate an uncertain policy environment. Troutman Pepper Locke attorneys continue to

monitor these developments and are well-positioned to advise clients on emerging market trends, evolving federal

and state policy, and practical strategies to structure projects and contracts in this rapidly changing landscape.

Troutman Pepper Locke construction, energy, environmental, and real estate attorneys are hosting a three-part

webinar series to explore how these dynamics are reshaping the data center landscape in 2026 and beyond. Each

session will provide practical perspectives on how market participants are reallocating risk, structuring contracts,

and positioning projects to remain bankable and scalable in a rapidly changing environment. Click here to register

and to learn more.
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