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Building Green Data Centres
— Singapore Lifts Moratorium on New Data

Centres, Introduces Environmental Sustainability
Standards

Introduction

Digitalisation and decarbonisation are sometimes thought of as opposing forces in the pursuit of
development. The carbon footprint of the infrastructure required to support the information and
communication technologies industry can be potentially sizeable; conversely, the restrictions
implemented in efforts towards achieving sustainability standards can hinder the construction of such
vital infrastructure.

Perhaps one of the clearest demonstrations of these countervailing interests is that of data centres.
Data centres are important enablers of the digital economy, facilitating the transmission, storage and
processing of data. However, in order to function, they are intense consumers of water and electricity,
and are responsible for significant carbon emissions.

In Singapore, the Government had sought to manage the growth of data centres by imposing a
moratorium on new data centre projects since 2019. However, there have been indications from the
relevant Government Ministries that this moratorium is set to be lifted soon, albeit subject to certain
prescribed environmental standards and restrictions. In doing so, Singapore seeks not only to balance
digitalisations and decarbonisation, but to harmonise its efforts on both fronts.

In this Update, we look at the lifting of the moratorium on new data centres, the restrictions that may be
imposed, and what it means for the technology industry on the sustainability front.

Moratorium on Data Centres

Data centres are essential in the flow of digital traffic, powering many applications and services for
businesses and everyday life, including data management and e-commerce transactions. Singapore
serves as a hosting services and data centre hub in the ASEAN region, with more than 70 operational
data centres as of 2021 with a total IT capacity of about 1,000 megawatts ("MW").1

Singapore has also made clear commitments to reduce greenhouse gas ("GHG") emissions with a view
to achieving net zero emission. In light of the rapid growth of data centres and their corresponding

1 Mr Gan Kim Yong, Minister for Trade and Industry, Written Reply to Parliamentary Question on Data Centres (11 January
2022), available here.
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energy consumption and GHG emission, the Government embarked on a review of the data centre
industry in 2019 and imposed a moratorium on the construction of new data centres.

Concurrently, the Government and industry stakeholders have been active in research and development
programmes on the creation of green data centres with greater energy efficiency, as well as establishing
standards and metrics in this regard. With the increased implementation of cloud computing and greater
use of data services by consumers and businesses, the demand for data centres has continued to grow,
and Singapore stands as a prime candidate for new green data centres.

Lifting of Moratorium

The lifting of the moratorium is thus a welcome move for the technology industry in Singapore. On 4
March 2022, Dr Janil Puthucheary, Senior Minister of State for Communications and Information,
announced the intended lifting of the moratorium, stating that the Infocomm Media Development
Authority and the Economic Development Board would pilot a Call for Application ("CFA") to facilitate
the calibrated growth of data centres. He indicated that the CFA would be launched by the second
guarter of 2022. 2

The lifting of the moratorium is not without restriction. Dr Putchucheary further indicated in his speech
that the CFA would seek data centres "that possess the best-in-class techniques, technologies and
practices for energy efficiency and decarbonisation”. Minister for Trade and Industry Mr Gan Kim Yong
had also earlier indicated that the Government would be selective of data centres, and that it would seek
those that are "best in class in terms of resource efficiency, which can contribute towards Singapore's
economic and strategic objectives".®

In this regard, market information indicates that the CFA for new data centres is likely to include certain
standards and criteria.# This may include:

(a) Data centre capacity — 60MW of capacity would be allocated between a maximum of three
companies, with each having between 10MW and 30MW of capacity.

(b) Power Usage Effectiveness — Data centres would have to target a Power Usage Effectiveness
of 1.3 or less. Power Usage Effectiveness is a globally accepted metric that illustrates the total
energy used by a data centre divided by the energy used by IT equipment in that data centre.

(c) Lease term — The proposed lease term is 10 years.

2 Speech by Dr Janil Puthucheary, Senior Minister of State, Ministry of Communications and Information, at the Ministry of
Communications and Information Committee of Supply Debate on 4 March 2022 (available here)

8 Mr Gan Kim Yong, Minister for Trade and Industry, Written Reply to Parliamentary Question on Data Centres (11 January
2022), available here.

4 Singapore data centre players worry about feasibility of new standards ahead of lifting of moratorium, The Business Times
Singapore, 4 May 2022
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(d) Rating requirement — A Platinum rating under the Green Mark Scheme for new data centres
would be required.

It should be noted that these proposed standards are tentative and may be subject to change.
Concluding Words

The lifting of the moratorium on new data centres has been long awaited by the technology industry and
data centre industry players. The impending launch of the CFA will bring with it new opportunities for
development and investment.

Parties seeking to capitalise on these opportunities should nonetheless be aware that there will be
certain environmental sustainability standards and criteria that will be imposed on the new data centres.
This indicates the Government's continuing commitment to its carbon emission goals, and demonstrates
the balance that it seeks to achieve between the development of data centres and the pursuit of
sustainability.

Industry players may also wish to better understand the data centre opportunities in the region.

For further queries, please feel free to contact our team below.
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Please feel free to also contact Knowledge and Risk Management at eOASIS@rajahtann.com.
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Member firms are independently constituted and regulated in accordance with relevant local legal requirements. Services provided by a
member firm are governed by the terms of engagement between the member firm and the client.

This update is solely intended to provide general information and does not provide any advice or create any relationship, whether legally
binding or otherwise. Rajah & Tann Asia and its member firms do not accept, and fully disclaim, responsibility for any loss or damage

which may result from accessing or relying on this update.
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Rajah & Tann Singapore LLP is one of the largest full-service law firms in Singapore, providing high quality advice to an impressive list of clients.
We place strong emphasis on promptness, accessibility and reliability in dealing with clients. At the same time, the firm strives towards a practical
yet creative approach in dealing with business and commercial problems. As the Singapore member firm of the Lex Mundi Network, we are able to
offer access to excellent legal expertise in more than 100 countries.

Rajah & Tann Singapore LLP is part of Rajah & Tann Asia, a network of local law firms in Cambodia, China, Indonesia, Lao PDR, Malaysia,

Myanmar, the Philippines, Singapore, Thailand and Vietnam. Our Asian network also includes regional desks focused on Brunei, Japan and South
Asia.

The contents of this Update are owned by Rajah & Tann Singapore LLP and subject to copyright protection under the laws of Singapore and, through
international treaties, other countries. No part of this Update may be reproduced, licensed, sold, published, transmitted, modified, adapted, publicly
displayed, broadcast (including storage in any medium by electronic means whether or not transiently for any purpose save as permitted herein)
without the prior written permission of Rajah & Tann Singapore LLP.

Please note also that whilst the information in this Update is correct to the best of our knowledge and belief at the time of writing, it is only intended
to provide a general guide to the subject matter and should not be treated as a substitute for specific professional advice for any particular course
of action as such information may not suit your specific business and operational requirements. It is to your advantage to seek legal advice for your

specific situation. In this regard, you may call the lawyer you normally deal with in Rajah & Tann Singapore LLP or email Knowledge & Risk
Management at eOASIS@rajahtann.com.
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