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Balancing the Water Needs of Data Centers and Large Water Users 
in Texas with the State’s Vision for Long-Term Water Security

Policy Recommendations for the 90th Texas Legislature

Developed by Texas Living Waters and Houston Advanced Research Center

The rapid proliferation of data centers and other large tech facilities across the 
country has raised concerns about water consumption and how the economic 
benefits of a quickly growing industry can be balanced with responsible 
measures to safeguard limited water supplies. Texas is at the forefront of this 
national conversation. Recognizing the high stakes at play, Texas Living Waters 
and Houston Advanced Research Center (HARC) have developed the following 
recommendations to support the Legislature’s commitment to securing Texas water 
for future generations and the state’s continued prosperity.

While these recommendations focus primarily on direct water use by data centers 
and related facilities, we recognize that water consumption does not end at the 
facility; power plants supplying energy to data centers impose their own significant 
water demands, and a complete accounting of the industry’s water footprint should 
ultimately consider this indirect, but major, use of water.

Data centers have become an area of focus leading into the 2027 legislative 
session, but chip manufacturers, virtual currency mining operations, and other 
emerging industrial facilities also have large water demands for cooling and 
operations. Our recommendations are equally applicable to each of these cases 
and are intended to support development of statewide policy that ensures these 
industries can operate in Texas without undue impacts on the quantity or quality of 
the state’s water resources.

Our policy recommendations include the following categories:
1. Transparent Reporting & Effective Planning
2. Ensure Data Centers Are Good Stewards of Limited Water Resources
3. Require Data Centers to Pay Their Fair Share
4. Protecting Water Supplies and Communities for the Long-Term
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1. Transparent Reporting & Effective Planning

Effective water supply planning guides strategic investment and supports smart growth 
in Texas, but it depends on good data. An accurate and comprehensive understanding of 
how water use impacts our state’s long-term supply cannot be achieved without detailed 
information about the current and future demands of large water users. The lack of an 
enforceable reporting structure and the use of non-disclosure agreements in data center 
development prevents a clear understanding of their water consumption and hampers 
water supply planning at the state and local levels.

The 89th Texas Legislature directed the Public Utility Commission of Texas (PUC) to 
collect data on the water use of certain industries including data centers, to be submitted 
by the end of 2026. This concept should be expanded to create a reporting structure 
that can be used to inform ongoing local and state planning efforts. We recommend the 
Legislature require data centers and large industrial water users consuming over 5 
million gallons per year to report annually to the PUC on cooling systems used, total 
and peak water consumption (both current and projected), and water sources (including 
the amount diverted) to enable a fair assessment of their impacts on local water 
resources. They should also report concurrently on energy use, maximum demand, and 
energy sources, including the water use of co-located power resources. The PUC should 
share this water data with the Texas Water Development Board (TWDB) to be used in the 
regional and state water planning process, with ERCOT for energy use, as well as with 
the Texas Commission on Environmental Quality (TCEQ) for their regulatory functions. 
Further, we recommend the Legislature require the PUC to maintain a publicly 
accessible website to provide information about all data center facilities in the state, 
including water and energy use.

We recommend that the Legislature make sections of NDAs that limit public access to 
information about impacts to water resources or energy supply unenforceable or void. 
In many cases, transparency regarding proposed data center developments has been 
hampered by the use of non-disclosure agreements (NDAs) preventing local officials 
from discussing or sharing key information with their constituents. While NDAs may be 
standard practice in an industry that thrives on proprietary information, they should never 
be allowed to prevent the effective local management of limited public resources such as 
water.

Finally, although the state’s 5-year water supply planning cycle is not designed to keep up
with the rapid growth of new industries such as data centers in real time, it does provide 
us with information about areas of the state with the nearest-term shortages and 
thinnest water supply margins. To leverage this data for more effective local and state 
management of new large water demands, we recommend the Legislature task the 
TWDB to conduct a study to map areas of near, medium, and long-term water stress 
based on water plan data. The Legislature should use the results of this study to 
identify areas in which new industrial development is limited to facilities that consume 
no water for operation or power generation. 2



2. Ensure Data Centers Are Good Stewards of Limited Water Resources

Wherever possible, potable water (drinking water) should not be used to meet new major 
non-potable demands. In many cases, data centers and other large industrial water 
users can be flexible in the type of water they use for cooling and other processes, and 
several major technology companies have announced plans to expand their use1,2 of 
reclaimed water and have supported state efforts to make reclaimed water a default 
supply3. We recommend that the Legislature require data centers and other new large 
industrial and power water users to use non-potable sources—such as reclaimed water, 
wastewater, or highly saline groundwater—for cooling and other appropriate processes 
whenever feasible. This approach would help preserve existing potable water supplies for 
community needs.

Data center designers consider several variables when selecting a facility’s cooling
technology and may find themselves choosing between options with varying levels of
efficiency in their use of water. We recommend the Legislature require data centers and
new large industrial and power water users to perform better than the industry average
in terms of water (direct and indirect) and energy consumption at the time they are
designed, as benchmarked annually by the PUC and TWDB.

The water discharged after use in cooling systems and other industrial processes must be
carefully managed to prevent harmful environmental impacts and to reduce the need for
costly public infrastructure expansion. We recommend that the Legislature require data
centers and new large industrial and power water users to limit wastewater discharge
through on-site recycling and reuse, landscape irrigation, and other efficient water use
strategies wherever possible. We also recommend that the Legislature direct TCEQ to
evaluate existing pretreatment regulations to ensure discharges during both the
facility’s construction and its ongoing operation are adequately addressed.

Several major tech companies have announced commitments to water positive goals4,
including replacing the water they use by replenishing supplies elsewhere in the same
basin or aquifer. We recommend the Legislature ensure similar efforts are undertaken in
Texas by requiring land conservation, water/energy efficiency, and water replenishment
projects to offset the resources used by data centers and other facilities using large
amounts of water for industrial use or power generation – particularly those consuming
more than 25 million gallons per year. These projects would ensure new major water 
users invest in Texas’s water future and contribute to maintaining resilient water supplies 
for all Texans and could include options as simple as contributing to local, regional, 
or state water efficiency programs. Companies may also make agreements with local 
governments or community stewards to ensure the projects achieve required water 
savings or replenishment.

3



3. Require Data Centers to Pay Their Fair Share

Serving new large water users can require additional infrastructure and water supplies. 
The additional costs for this infrastructure should be carried fully by the users that incur 
them rather than existing rate payers. Utilities can ensure this happens by adopting 
updated rate and fee structures. Currently, public water utilities and water supply 
corporations have the ability to establish separate customer rate classes. Before a new 
class can be implemented, PUC must approve studies of the utility’s rate structure and 
cost of service, a process that protects customers from unfair rates but incurs a cost 
(both financial and administrative) for the utility. This process may be less feasible in 
under-resourced communities or circumstances where growth threatens to outpace local 
capital planning.

We recommend the Legislature direct the PUC to conduct a statewide study for the 
development of regionally specific guidance for utilities on rates for large water users 
like data centers. This guidance should include amending or instituting a new water 
consumption rate structure and other charges (such as tap fees or capital surcharges) 
equal or proportional to the costs of serving the large water users, mitigating the risk that 
other classes of retail consumers are paying unwarranted costs. The guidance should also 
recommend against volumetric discounting.

We also recommend updating the Texas Water Code to ensure utilities cannot waive or 
discount rates, tap fees, or capital surcharges intended to recoup costs to serve new 
large water users. Large water users like data centers must be required to pay for 100 
percent of the costs necessary to provide them service, including water treatment and 
wastewater treatment, water distribution, and financing costs. This change would ensure 
existing ratepayers are not asked to foot the bill when data centers and other new large 
facilities come to town5. 
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4. Protecting Water Supplies and Communities for the Long-Term

Reliable water supply is essential not just for economic growth, but for the strength and
stability of Texas communities. As new large-scale industrial users come online, the state
has a responsibility to ensure that existing residents, landowners, and local economies 
are not negatively impacted.

When large industrial users rely on groundwater, they should demonstrate that adequate
supply exists and that withdrawals will not harm neighboring wells, springs, or surface
water resources. Texas has already established this principle for residential development
through the groundwater availability certificate (GAC) requirement created under SB 
2440 (88th Legislature). However, because the current GAC requirement is tied to the 
county platting process, many large industrial developments are not subject to the same 
standard. This creates a gap in how Texas evaluates significant new groundwater demand. 
To address this, the Legislature should extend a similar groundwater availability 
certificate requirement to large industrial water users and ensure that it is independent 
of the platting process. This approach builds on existing law while protecting private 
property rights and preventing unintended impacts to neighboring landowners.

Large industrial development can create localized impacts, including increased 
stormwater runoff, reduced aquifer recharge, and heightened flood risk—particularly in 
fast-growing and environmentally sensitive areas. Texas law already provides some tools 
for managing these challenges, but they are not always sufficient to address large-scale 
development. The Legislature can support communities by clarifying and strengthening 
targeted local tools—such as authorizing counties, in designated priority groundwater 
management areas or flood-prone areas, to set reasonable impervious cover limits.

Endnotes:
1 ESG Dive: Amazon expands recycled water use at US data centers
https://www.esgdive.com/news/amazon-expands-recycled-water-use-at-data-centersacross-us-ai/750467/
2 Inside Climate News: Texas Data Center Developers Play Offense on Water, Claiming Huge Cuts in Usage
https://insideclimatenews.org/news/10042026/texas-data-center-developers-playoffense-on-water-claiming-huge-cuts-in-usage/
3 Microsoft: Building Community-First AI Infrastructure
https://blogs.microsoft.com/on-the-issues/2026/01/13/community-first-aiinfrastructure/
4 Water and sustainability goals for Microsoft, Amazon, Google and Meta:
Microsoft: Getting to Water Positive by 2030
 https://www.microsoft.com/en-us/corporate-responsibility/sustainability/water
Microsoft: Water replenishment: Our learnings on the journey to water positive
https://cdn-dynmedia-1.microsoft.com/is/content/microsoftcorp/microsoft/msc/documents/presentations/CSR/Waterreplenishment-learnings-on-
journey-to-water.pdf.
Amazon: Water Positive Methodology (March 2026)
 https://sustainability.aboutamazon.com/water-positive-methodology.pdf.
Google: 2025 Environmental Report
https://www.gstatic.com/gumdrop/sustainability/google-2025-environmental-report.pdf#page=40
Google: 2026 Water Stewardship Project Portfolio
https://storage.googleapis.com/gweb-mobius-cdn/sustainability/uploads/699ac99c610bc554baaf80aef2d69cf0c5410c1a.pdf. 
Meta: Advancing Water Stewardship in Our Data Center Communities (Dec 2025)
https://about.fb.com/news/2025/12/advancing-water-stewardship-in-metasdata-center-communities/
5 In a rate proceeding, the regulatory authority may authorize collection of additional revenues from the customers to provide funds for capital 
improvements necessary to provide facilities capable of providing adequate and continuous utility service if an accurate accounting of the 
collection and use of those funds is provided to the regulatory authority. A facility constructed with surcharge funds is considered customer 
contributed capital or contributions in aid of construction and may not be included in invested capital, and depreciation expense is not allowed. 
https://statutes.capitol.texas.gov/?tab=1&code=WA&chapter=WA.13&artSec=
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Additional Resources:

Thirsty Data and the Lone Star State: The Impact of Data Center Growth on Texas’ Water
Supply: Houston Advanced Research Center

Data Centers and Water Use: A Community Guide, Hill Country Alliance

Gallons + Gigawatts: Data Centers in Texas Policy Brief, Texas Water Foundation

Water Use Requirements for Data Centers in Texas: A White Paper on the Evolving
Demands of Water Use in Data Center Infrastructure in Texas, Bureau of Economic Geology
COMPASS

https://harcresearch.org/wp-content/uploads/2026/01/Thirsty-Data-Water-Use-and-The-Projected-Data-Center-Boom-in-Texas.pdf
https://harcresearch.org/wp-content/uploads/2026/01/Thirsty-Data-Water-Use-and-The-Projected-Data-Center-Boom-in-Texas.pdf
https://hillcountryalliance.org/wp-content/uploads/2025/12/Data-Centers-and-Water-Usage_Updated-12.4.2025.pdf
https://static1.squarespace.com/static/5d88b5ada6a5f409ddb3da56/t/69d799317cf7c43db342d9b9/1775737143140/GallonsandGigawatts.pdf
https://compass.beg.utexas.edu/assets/publications/Water_Requirements_for_DC_White_Paper.pdf
https://compass.beg.utexas.edu/assets/publications/Water_Requirements_for_DC_White_Paper.pdf

