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Executive Summary

Canberra has finally admitted that the Al data centre boom has associated energy and water problems. It
has not yet admitted that it has a financing challenge - and the financing challenge is the one that actually
determines whether the projected growth driven by data centres enabling Al occurs and the grid, the

water and, eventually, the nuclear capacity get built at all.*

On 15 July 2026, Prime Minister Anthony Albanese announced a new Office of Al, promised legislation
‘Australian standards for Al in the first half of 2027. The PM has importantly determined that Australian
consumers should not be disadvantaged by Al data centra demands for power and water, and required
the next generation of large-scale data centres to add as much power to the grid as they consume, meet

water- and power-efficiency standards, to avoid passing costs to households.? The Government policy

1 Author's synthesis, based on coverage of the Prime Minister's 15 July 2026 address; see notes 2—17 below for
primary sources.

2"Albanese hits data centres with grid mandate in major Al pivot," Australian Financial Review, 15 July 2026,
https://www.afr.com/technology/albanese-hits-data-centres-with-grid-mandate-in-major-ai-pivot-20260715-
p60fg6.
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treats data centres as a grid-balancing accounting problem, not as one aspect of an energy-water-nuclear-

capital system that has to be financed and reported on.
Missing from the announcement:

e any acknowledgment that data-centre growth and the renewables transition are now in tension;

e any quantified water standard.

e any mention of nuclear power, despite it being the only firm, low-carbon technology matched to a
data centre's duty cycle

e Recognition that Australia is the driest continent, and that the imperatives to reduce emissions
means that power and water are valuable national assets, which need to be protected.
Accordingly, the technical challenges and the investment required to produce vast quantities of
power and water in Australia for data centres creates an extraordinary challenge.

e any recognition that none of this can be financed without a corporate reporting regime that lets
long-term capital - pension funds above all - see and price the risk inside a data centre or energy

project financier's balance sheet.

This is not a new problem. It is the same energy financing gap first raised at the World Energy Congresses
of 2004 and 2006 and sharpened by the 2014 G20 / B20 infrastructure report prepared under Australia's
presidency - now playing out in a new sector with a much shorter fuse. Engineering and pricing reforms
are necessary, but they cannot mobilise the pension-fund-scale capital Australia needs unless genuine

integrated reporting is built into the architecture from the start.

Integrated reporting (IR) is a process founded on integrated thinking that results in a periodic integrated
report by an organisation about value creation over time and related communications regarding aspects
of value creation. Integrated reporting aims to improve information quality for more efficient and
productive capital allocation; promote a cohesive approach to corporate reporting; enhance
accountability for all capitals used or affected; and support integrated thinking, decision-making and

actions focused on short-, medium- and long-term value. Refer to appendix for further detail.

The Problem

Victoria is the sharpest version of a national problem. Al data centres are on track to become a double-
digit share of the state's electricity demand and a non-trivial water user. Melbourne's data centres already
use roughly 0.8 TWh a year - about 2 per cent of Victoria's grid demand - with AEMO modelling this rising
to around 8 per cent by 2030 and close to 19 per cent by 2050 under strong Al uptake.3 Nationally, AEMO-

based estimates put Sydney data centre demand at around 11 per cent of available grid power by 2030,

3 AEMO load forecasts6.
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up from 4 per cent now.* Integrated reporting closes this by disclosing committed firm capacity against

committed load before the shortfall arrives, not after.

The "boom" narrative is more complicated than the headlines suggest. Independent AFR analysis found

the data centre surge is creating "a misleading impression of the
. “Energy is to Al what shovels
health of the broader economy," with roughly 80 per cent of
were to the gold rush of the
1850s, and Chris Bowen's

renewables-only approach is

spending going on an import-intensive fit-out phase rather than
domestic construction.®> NAB and HSBC economists estimate import

intensity cancels out 80—85 per cent of the positive GDP ] ]
the policy equivalent of
contribution otherwise implied by the headline figures.®

Kodak doubling down on film
The same week, a global sell-off pushed the Philadelphia rolls just as the digital

Semiconductor Index into a bear market - a reminder that the camera was invented.”

capital funding this build-out is itself momentum-driven and
Dan Tehan, Shadow Minister for Energy
and Emissions Reduction, *The
Australian®, 5 June 2026

skittish.”

Integrated reporting closes this by tying growth claims to value

created, not capex booked.

Manufactured water is treated as optional when it is structural. Global data centre numbers are
expected to grow 3.5-fold at an estimated cost of USS7 trillion, and Australian data centres are projected
to roughly triple both energy and water consumption by 2030.2 Infrastructure Victoria has told Parliament
that desalination and potable-grade recycling are unavoidable, yet the Wonthaggi desalination plant's
legacy as a political flashpoint has made new investment in manufactured water capacity politically
difficult for a decade.® "Water efficiency requirements" is a demand-side word standing in for a supply-

side capital commitment that takes up to ten years to build.

4 "Data centre boom: will Australia benefit?," ABC News, 7 June 2026, https://www.abc.net.au/news/2026-06-
07/data-centre-boom-will-australia-benefit/106764460.

5 "Creating a misleading impression of the health of the broader economy." "Data centre boom is doing less for GDP
than it looks," Australian Financial Review, 16 July 2026, https://www.afr.com/.

6 Westpac IQ, "Australian Al Data Bulletin," May 2026,
https://www.westpacig.com.au/economics/2026/05/australian-Al-data-bulletin-2026; HSBC analysis reported in
"Data centres barely boosting Australia's growth," Financial Newswire, 2026,
https://financialnewswire.com.au/investment/data-centres-barely-boosting-australias-growth/.

7 "Chipmakers, other high-flying stocks slide as Al trade wobbles," Reuters, 17 July 2026,
https://www.reuters.com/world/asia-pacific/chipmakers-other-high-flying-stocks-slide-ai-trade-wobbles-2026-07-17/.

8 "Al's benefits and costs: data centres, energy, water and environment," The Guardian, 8 July 2026,
https://www.theguardian.com/commentisfree/2026/jul/09/ai-artificial-intelligence-benefits-costs-datacentres-energy-
water-environment.

9 Infrastructure Victoria, 2025-2055 infrastructure strategy recommendations on manufactured water; Wonthaggi
Desalination Plant contract terms.
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Integrated reporting closes this by putting water commitments on the same disclosure timeline as energy

and digital infrastructure.

Nuclear is absent from the conversation entirely, despite being the only firm, dispatchable, low-carbon
technology whose duty cycle matches a data centre's continuous load. Even with an immediate end to
Australia's moratorium, CSIRO and ANU analysis puts first nuclear generation at least 15 years away - no

answer to the 2025-35 crunch this policy is meant to manage.'®

The gap is no longer theoretical: the same week US company Antares achieved criticality with a privately
developed nuclear microreactor, Shadow Energy Minister Dan Tehan argued that Australia's renewables-
only settings risk repeating "Kodak doubling down on film rolls just as the digital camera was invented."!!
Integrated reporting closes this by requiring a technology-neutral account of how firm capacity will

actually be met.

And nobody has connected any of it to how it gets paid for. Across a full week of coverage - the Business
Council, CBA, the ACTU, the Prime Minister, the Opposition Leader, tech entrepreneurs - not one voice
raised corporate reporting, or how pension funds and infrastructure investors who would actually fund
data centre, grid, water and eventual nuclear build-out are supposed to evaluate the risk inside these

announcements.

Bringing the problems and blind spots together: the grid mandate, the boom narrative, the water
settings and the nuclear gap are four instances of one reporting failure, each matched above to its fix.
What connects the fixes is the corporate reporting ecosystem: financial statements capture the money,
IFRS S1/S2 are starting to capture emissions and water, but nothing yet connects either to the underlying
business model and its capital needs. Integrated reporting is the connective layer making both legible to

long-horizon capital as one financeable story.

How Integrated Reporting addresses these risks: The claim only earns its keep if you can show what
changes on the page of a report - and therefore in the decision an investor, regulator or board takes. Five

instances make the point:

e Grid mandate. Financials show regulated asset base and capex. Sustainability reports show emissions.
Integrated reporting ties the ISP-driven build to the workforce, steel and copper pipelines, and
community consents that gate delivery - so a pension fund can underwrite a 25-year build as one

financeable story.

10 CSIRO GenCost analysis; Australian National University assessment of nuclear licensing and construction timelines, 2026.

11 "Energy is to Al what shovels were to the gold rush of the 1850s, and Chris Bowen's renewables-only approach is the
policy equivalent of Kodak doubling down on film rolls just as the digital camera was invented." Dan Tehan, "Nuclear is still
the answer if we want to power the future," The Australian, 5 June 2026, https://dantehan.com.au/2026/06/11/.
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e Boom narrative. Hyperscale Al demand is a growth story for operators and a stranded-risk story for
climate analysts. IR reframes it through the business model, making the compute, power, water,

workforce and social-licence requirements visible to those asked to underwrite it.

e Water settings. A project can be fully IFRS S2-compliant on emissions while its water withdrawals sit
outside both the financials and the climate disclosure. IR treats water as natural capital inside the

value-creation model - connected to revenue, capex and licence-to-operate risk.

e Nuclear gap. Long-lead firming assets have 60—80 year capital, fuel-cycle and workforce profiles that
neither financial statements nor S1 / S2 can capture. IR is the only mainstream vehicle presenting the

business model, capital stack and governance as one multi-decade proposition.

e Critical minerals. Lithium, rare earths and copper are a resource story in the accounts, an emissions
story in sustainability disclosures, and an offtake, sovereign-risk and community story in neither -
leaving Western capital unable to price the full proposition against state-backed alternatives. IR binds
reserves, processing capex, Native Title agreements and long-dated offtakes into one financeable

narrative.

The connective layer. Financial statements capture the money, IFRS S1/S2 are starting to capture
emissions and (partially) water, but nothing yet connects either to the business model and its capital
needs. Integrated reporting is that connective layer - same entity, same governance, same materiality
lens, same six capitals - making both legible to long-horizon capital as one financeable story an investment

committee can act on.

Key Issues Analysis

1. The grid mandate is an offset, not a transition plan. "Generate as much power as you use" can be
satisfied with a gas peaker, an old PPA, or offsets - none of which changes the requirement that firm

capacity must be built ahead of load, not matched after the fact.*?

2. Information asymmetry, not capital scarcity, is the real constraint. Global pension and sovereign funds
have the appetite for 20—-40-year infrastructure assets but will not scale into opaque projects where they
cannot price data centres, climate, water, governance and counterparty risk.> UNCTAD's review of the
100 largest public pension and sovereign wealth funds found fewer than half provide meaningful

sustainability / integrated reporting.'* The ISSB and its IFRS S1 / S2 help, but deliver connectivity of

12 Business Council of Australia comment reported in "Albanese hits data centres with grid mandate," Australian Financial
Review, 16 July 2026, https://www.afr.com/.

13 OECD, quality infrastructure investment guidance for institutional investors.
14 UNCTAD, review of ESG and sustainability reporting among the 100 largest public pension and sovereign wealth funds.
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https://www.ifrs.org/issued-standards/integrated-reporting/faqs/

information rather than the full integrated thinking and integrated reports pension funds need to

differentiate system-coherent projects from greenwashed ones.?®

3. This exact diagnosis was made twelve years ago, in Australia's own name. The B20 Panel of six
international accounting networks, reporting under Australia's 2014 G20 / B20 presidency, found that
"information about key inputs for investment decisions is often not captured in a cohesive, balanced and
structured way," pushing investors toward short-term returns.® Then-IASB Chairman Hans Hoogervorst
warned that "eliminating information asymmetry is the key to minimising the risk that Investment will go
to the jurisdiction which best manages the risks - and in Australia’s case we have higher risks (and issues
about social licence) in these important areas of water and power."'” A footnote to that report
anticipated today's data-centre financing problem almost exactly: integrated reporting "may be an

effective mechanism in mobilising pension monies for infrastructure."*®

4. Japan and Brazil prove the concept - and Japan is already putting capital behind it. Japan now has
over 1,000 listed companies producing integrated reports, driven by major investor demand and
stewardship codes rather than hard law.® Brazil's B3 exchange runs a "report or explain" regime that has

normalised integrated disclosure among large issuers.?°

The proof-of-concept is not abstract: in July 2026, Australian infrastructure manager Morrison sold a 15
per cent stake to Sumitomo Mitsui Trust Bank, a gatekeeper to Japan's pension market, in a US$2 billion
deal explicitly designed to channel Japanese pension capital into Australian data centre infrastructure -
the same CDC Data Centres investment that has grown from an $800 million bet in 2016 to an $18.5
billion asset today.?! Japanese pension money is not a hoped-for future source of capital; it is already

arriving.

15 IFRS Foundation, decision to retain the Integrated Reporting Framework alongside IFRS S1 and S2,
https://integratedreporting.ifrs.org.

16 "information about key inputs for investment decisions is often not captured in a cohesive, balanced and structured way
by the existing corporate reporting model." B20 Panel of six international accounting networks, Unlocking Investment in
Infrastructure, prepared under Australia's 2014 G20/B20 presidency.

17 "Money managers have huge incentives for making momentum-driven investment decisions. In the short run, going with
the flow is often the safest bet, no matter how irrational this flow may be." Hans Hoogervorst, then Chairman of the
International Accounting Standards Board, quoted in Unlocking Investment in Infrastructure, B20 Panel, 2014.

18 "L ocal currency corporate bonds for infrastructure projects, supported by an integrated report in fundraising
documentation, may be an effective mechanism in mobilising pension monies for infrastructure and other long-term
investment." Unlocking Investment in Infrastructure, B20 Panel, 2014, footnote on integrated reporting and infrastructure
bond mobilisation.

19 Tokyo Stock Exchange Corporate Governance and Stewardship Codes; Sustainability Standards Board of Japan alignment
with ISSB, 2026.

20 "report or explain for sustainability or integrated reporting." B3 (Brazilian stock exchange), "Report or Explain for
Sustainability or Integrated Reporting" initiative.

21 Chanticleer, "Australian data-centre king cracks Japan's pension market," Australian Financial Review, 7 July 2026,
https://www.afr.com/chanticleer/australian-data-centre-king-cracks-japan-s-pension-market-20260707-p60d6d.
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5. Australia already has a credible design on the table. The Deakin Business Value Creation Centre's

submissions to Treasury (February and November 2025) and to the Senate Economics Committee (April

2026) propose a flagship integrated report.??

Solutions and Recommendations

Recommendation

Quantify data centre water standards rather than
leaving "efficiency" undefined

Bring forward the business case for expanding
desalination and potable-grade recycling

Legislate an end to the nuclear moratorium and
begin importing regulatory expertise now

Adopt the DBVCC recommended design: one
flagship integrated report under ERA, with
mandatory ISSA 5000 assurance

Name energy, water and digital infrastructure as
priority sectors for ‘report or explain’ integrated
reporting, following Brazil's B3 model

Responsible

Office of Al / DCCEEW

Victorian Government
/ Infrastructure
Victoria

Commonwealth
Parliament

Treasury / External
Reporting Australia

ASIC / ASX / External
Reporting Australia

Timeframe

Within 2026

Decision 2027;
delivery mid-2030s

Legislate 2026—-27

ERA established 2026—
2028

Consultation 2026-27;
in force by 2028

The physical fixes — data centres for Al, renewables, storage, transmission, desalination, eventually

nuclear - are necessary, and the scale involved is not abstract: AEMO's modelling puts the present value

capital cost of the grid build-out alone at approximately $106-130 billion to 2050, while Westpac

estimates Australia's broader data centre investment pipeline at more than $155 billion, around 5.6 per

cent of GDP.23

Sizing the energy financing gap. Gross investment requirement less capital deployed to date leaves an energy

financing gap of roughly $258-282 billion to 2050.24
Energy financing gap

Gross investment requirement (grid build-out + data-centre pipeline)
Less: capital deployed to long-horizon investors to date (Morrison—-SMTB stake sale,

2026)

= Energy financing gap — not yet visible or financeable under current reporting

AS billion (indicative)
261-285

(2.8)
~258-282

22 Deakin Business Value Creation Centre, submissions to the Australian Treasury on External Reporting Australia, 21

February 2025 and 27 November 2025.

23 AEMO, 2024 Integrated System Plan (present-value capital cost estimated at approximately $122 billion to 2050; the
draft 2026 ISP update puts the range at approximately $106-130 billion); Westpac 1Q, Data Bulletin, May 2026 (estimating
Australia's data-centre investment pipeline at more than $155 billion, approximately 5.6 per cent of GDP).

24 Gross investment requirement = AEMO grid build-out + Westpac |Q data-centre pipeline (note 23); capital deployed to
date is the Morrison—SMTB stake sale (note 21). Energy financing gap = gross investment requirement less capital deployed

to date; indicative, not a precise estimate.
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The table above sets out the infrastructure building blocks - grid, firming, water, minerals, workforce,
community consent - but building blocks are not a proposition: these projects are financeable at scale only
when an investment committee can see the energy, water, workforce and intangible asset dependencies
of a single project connected inside one corporate reporting entity. That is what integrated reporting
does, and if Australia

SINGLE INTEGRATED REPORT

is to be successful in

seizing the

] PATA-CENTRE . GRID DATA-CENTRE
opportunity of Al, BUILD-OUT PIPELINE
Australia needs to

accelerate

WATER & NUCLEAR

NUCLEAR
OPTION DESALINATION OPTION

Late = 10-yr lead time Late 2030s

WATER &
DE! N

implementation of

integrated reporting

alongside building the
= ENERGY FINANCING GAP, NOW VISIBLE

necessary ~%$258-282bn to 2050

infrastructure. Integrated reporting: the same four pieces, read

Today: four investment cases, no common report connecting them as one financeable number
Flgu re1at rlght Figure 1: The financing blind spot, before and after integrated reporting. Figures per AEMO Integrated System Plan 2024 and Westpac

. data-centre financing analysis (see above).
shows the four pieces

of the gap - and how one integrated report pulls them into a single financeable view.
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Appendix - Integrated reporting and the energy difference

Integrated reporting (IR) is a concepts-based approach - set out in the International Integrated Reporting
Framework, now stewarded jointly by the IASB and ISSB inside the IFRS Foundation - that produces a concise
report on how an organisation creates, preserves or erodes value over the short, medium and long term, across
six capitals: financial, manufactured, intellectual, human, social and relationship, and natural.

IR is founded on integrated thinking - the active consideration by boards and management of the relationships
between business units and the capitals used or affected - and it is designed to connect financial statements
with sustainability-related disclosures so investors can judge value creation as one story rather than two (IFRS
FAQs).

That is precisely why it can make the difference on energy: the transition is a multi-decade, multi-capital build
(grids, generation, storage, desal, data centres, workforce, community licence) whose economics only make
sense when natural, human and social capital trade-offs are put alongside financial and manufactured capital in
the same governance conversation.

Without that connective tissue, capital stays fragmented; with it, disclosure becomes the ‘transmission system’
that channels global balance sheets to credible transition pathways - the mechanism the EU has already shown
at scale, with taxonomye-aligned CapEx now surpassing €1 trillion and evidence that stronger transparency
lowers the cost of capital for transition assets.

What integrated reporting is

IR is "a process founded on integrated thinking that results in a periodic integrated report by an organisation
about value creation over time". The International Integrated Reporting Framework aims to improve
information quality for more productive capital allocation, promote cohesive reporting, and enhance
accountability for all capitals used or affected.

It is built on seven guiding principles (strategic focus and future orientation, connectivity, stakeholder
relationships, materiality, conciseness, reliability and completeness, consistency and comparability) and eight
content elements (organisational overview, governance, business model, risks and opportunities, strategy and
resource allocation, performance, outlook, basis of presentation).

Developed by the International Integrated Reporting Council in 2013, revised in 2021 and absorbed into the
IFRS Foundation in August 2022, the Framework is now jointly stewarded by the IASB and ISSB as the
connective backbone between IFRS Accounting Standards and IFRS S1 / S2 (in Australia, ASES 1 and 2)
sustainability disclosures (I1AS Plus).

Why it can make the difference on energy

The energy transition is a multi-decade system rebuild - generation, transmission, storage, process heat,
transport, water, and the data-centre load now driving power demand - and fragmented reporting cannot price
a system-level bet.

Transition assets are unusually dependent on natural capital (land, water, minerals), human capital (trades and
engineering) and social and relationship capital (community consent, First Nations agreements, permitting).

IR is the only mainstream framework that sets these alongside financial and manufactured capital in one
governance-grade narrative. That connectivity matters for investors making 20-40 year commitments, and it
lowers cost of capital - now a decisive lever for transition viability (Nature Energy). Investor coalitions such as
the IGCC now organise capital allocation around integration, alignment and deployment stages that all rely on
multi-capital reporting.

For Australia, IR is the missing plumbing between real-world builds - renewables firming, transmission, green
metals, desal, hyperscale data centres - and the global balance sheets that must fund them.

Without a shared integrated language, domestic projects compete for capital on incomplete information, and
with it they can be judged on the full value creation story the six capitals model was designed to tell.
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https://www.ifrs.org/issued-standards/integrated-reporting/faqs/
https://www.ifrs.org/issued-standards/integrated-reporting/faqs/
https://www.ifrs.org/issued-standards/integrated-reporting/framework/
https://www.iasplus.com/en-gb/resources/integrated-reporting
https://www.nature.com/articles/s41560-024-01606-7
https://igcc.org.au/wp-content/uploads/2025/07/IGCC-Capital-Allocation-Report-2025.pdf

