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India Data Centre Demand Response 2026: BESS,
ToD Tariffs and Curtailment Value

By Sudarshan Karweer - 30 August 2026 - growthifye.com

How Indian data centres can monetise demand response in 2026 using BESS, ToD tariffs, grid rules
and EMS-led flexibility.

India’s data centre market in 2026 is chasing two goals at the same time: tighter uptime commitments and
lower delivered power cost. Most operators already understand open access procurement, captive
structures, and 24/7 clean energy matching. The next frontier is different: extracting value from demand-side
flexibility without compromising reliability.

That makes demand response a practical topic for Indian data centres this year.

In India, demand response does not look exactly like the mature aggregator-led programs seen in parts of the
US or Europe. For data centres, it is more often a portfolio of actions: shaving contracted demand spikes,
shifting non-critical electrical loads, controlling chillers and thermal storage where available, charging and
discharging behind-the-meter batteries at the right intervals, managing import caps during expensive time
blocks, and coordinating these actions with open access schedules and outage contingencies.

For operators with 10 MW to 100+ MW campuses, even a small percentage of flexible capacity can change
annual power economics materially. For lenders and investors, the question is whether that flexibility is
bankable. For developers and utilities, the question is how to structure it without creating reliability risk. This
article looks at the 2026 Indian context with numbers, policy logic and implementation priorities.

Why demand response matters for Indian data centres in 2026

Data centres remain among the most reliability-sensitive commercial and industrial consumers in India. The
sector still designs around N, N+1 or 2N redundancy philosophies, diesel backup, UPS systems, and
increasingly on-site BESS. At the same time, tariffs are becoming more granular and system conditions more
volatile.

Three changes are making demand response relevant now:

» Time-of-day and time-of-use tariff structures are becoming more economically significant for HT and
EHT consumers across multiple states.

 Grid congestion, curtailment and scheduling deviations are creating avoidable cost when campuses
operate as inflexible imports-only consumers.

» Battery systems are no longer justified only as backup support; they are becoming multi-use assets with
measurable energy arbitrage, peak management and resilience value.

For a large data centre, the annual electricity bill can easily run into Rs 70 crore to Rs 500 crore depending
on load, redundancy architecture, source mix and state. If demand response actions reduce blended
delivered power cost by even Rs 0.30-0.80/kWh on a 100 GWh annual consumption base, that is Rs 3 crore
to Rs 8 crore of recurring value. On larger campuses consuming 300-700 GWh per year, the upside scales
quickly.

The crucial point is this: in data centres, demand response should not mean interrupting IT load. It means
managing the non-IT envelope and the import profile around that critical load.
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What demand response actually means inside a data centre

The phrase is often misunderstood because operators assume it requires shutting down servers or reducing
customer workloads. In practice, Indian data-centre demand response is built around a narrower and more
controllable set of levers.

The main flexibility sources in 2026 are:

» BESS dispatch for peak shaving, import smoothing and short-duration outage bridging
 Chiller plant sequencing and setpoint optimisation within ASHRAE and customer SLA limits
» Pre-cooling and thermal inertia management during lower-cost periods

* Intelligent control of non-critical auxiliary loads such as some pumping, water treatment and facility-side
systems

» Coordination between UPS charging windows and tariff blocks
« Limiting short-duration demand spikes during DG testing, source transfer or utility disturbances
e Open access schedule alignment to avoid costly imbalance during low renewable generation windows

In a hyperscale campus, the critical IT load may be 70-85% of facility demand at high utilisation, leaving a
smaller but still meaningful controllable slice. In colocation facilities with lower rack density or variable
occupancy, the controllable fraction can sometimes be higher, especially through mechanical systems.

A realistic flexible band for a modern Indian facility is often:

» 2-5% of total demand from pure operational flexibility without battery discharge
» 5-15% of total demand where on-site BESS is available and integrated with controls

 Short-duration ramp management at much higher levels for seconds-to-minutes events if UPS and
BESS architecture is designed for it

For a 40 MW campus, that can mean 2-6 MW of actionable flexibility during defined intervals. At a tariff
spread of Rs 2-4/kWh between normal and peak-equivalent cost blocks, the economics become very visible.

The commercial value stack: where the money is
Indian data centres should not evaluate demand response as a single revenue stream. The better approach
is to stack multiple use cases and test them against reliability constraints.

1) Peak demand management

Many state HT consumers face substantial demand charges tied to billing demand or contract demand.
Depending on state and voltage level, demand charges in 2026 can range roughly from Rs 250/kVA/month to
Rs 600+/kVA/month, with some categories higher once fixed and system-related components are fully
reflected.

If a 20 MW facility repeatedly records 10% avoidable peaks above its planned operating band, BESS and
EMS controls can reduce the effective billing demand by 2 MVA or more in certain cases. At Rs
400/kVA/month, that alone is about Rs 80 lakh per year of avoided cost. For bigger campuses or tighter
import caps, the number is larger.

2) Time-of-day tariff optimisation

ToD tariffs differ by state, consumer class and utility, but the spread between solar-hour economics and
evening peak economics has widened in many cases. Data centres buying from the grid, from open access
portfolios, or from a blended source mix increasingly face delivered-cost variability by hour.

© Growthifye - Vriddhim Business Advisory LLP - info@growthifye.com - +91 84510 99371 Page 2



G ROWTH I FY E growthifye.com/insights

THOUGHT LEADERSHIP - BUILD . GROW . SUSTAIN 2026-08-30

A battery charged during lower-cost periods or from on-site/open-access renewable surplus can discharge
during expensive evening windows. With a 2-hour BESS, a 30 MW campus may shave 5-10 MW of costly
imports over the critical block without touching IT load.

Assume:

» Peak-period cost adder or avoided marginal cost: Rs 2.5/kWh
 Daily dispatchable energy: 10 MWh
» 330 operating days

Gross annual benefit is about Rs 82.5 lakh. If the spread is Rs 4/kWh and utilisation is stronger, the value
can exceed Rs 1.3 crore for the same energy volume. Larger batteries and multi-use optimisation increase
this further.

3) Open access schedule and deviation management

Data centres using renewable open access often focus on tariff savings but underinvest in scheduling
discipline. In 2026, that is a mistake. Forecast error, generator underperformance and intra-day load variation
can raise balancing costs or force expensive grid draw at the wrong hour.

Demand-side flexibility helps align actual load with scheduled renewable generation.
Examples include:

» Charging BESS during periods of renewable oversupply instead of spilling value
* Reducing import during under-scheduled expensive windows

» Smoothing ramp events when solar drops or wind weakens

» Protecting against short-term mismatch penalties and commercial surprises

This is where Energy management systems become central. Without interval-level visibility and dispatch
logic, most data centres leave a meaningful fraction of open access value unclaimed.

4) Curtailment and outage-risk mitigation value
The financial case should also include avoided loss from poor-quality supply, transfer events and renewable
intermittency. Even if no explicit market pays for flexibility, the avoided outage risk has real value.

A short utility disturbance that would otherwise trigger DG support, UPS stress or process instability can be
bridged cleanly with BESS. If that reduces diesel starts, maintenance wear and transition risk, the avoided
operational cost should be counted.

In India, diesel-based backup for data centres commonly carries all-in running costs that can exceed Rs
18-30/kWh once fuel logistics, maintenance and auxiliary costs are included. Every MWh of DG runtime
displaced by a battery-supported response strategy is economically relevant, especially where repeated
short events occur.

BESS sizing for demand response: what works in 2026

The right BESS design depends on whether the primary objective is resilience, tariff arbitrage, import-cap
management or renewable firming. Many campuses still oversimplify this by asking only for backup minutes.
That misses the value stack.

For demand response applications, typical design approaches include:

» 15-30 minute systems for short-duration peak clipping and transfer support
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 1-hour systems for tariff block management and renewable smoothing
» 2-hour systems where evening peak shaving and open access optimisation are major priorities

» Hybrid strategies where a portion of battery capacity is ring-fenced for reliability reserve and the
remainder is commercially optimised

Indicative 2026 market ranges for grid-scale-quality behind-the-meter systems in India vary by chemistry,
duty cycle, enclosure, fire protection, PCS topology and EPC scope, but many projects still broadly evaluate
capex in the range of Rs 4.5 crore to Rs 7.5 crore per MWh installed for data-centre-grade applications, with
reliability-driven specifications often sitting above generic C&l installations.

A simple payback-only lens can be misleading. A better model combines:

» Demand charge reduction

» ToD arbitrage

* Reduced diesel runtime

» Better open access integration

» Deferred upstream electrical capacity augmentation in some cases

Reliability and SLA protection value
A 10 MWh battery on a 25-40 MW campus may look marginal on arbitrage alone, but become clearly

investable once demand management and outage economics are included.

This is exactly why data centres need [Load & reliability
engineering](/coreservices/datacentersenergymanagement/loadandreliabilityengineering)  before locking
BESS size. The dispatch strategy should be built around failure modes, transfer sequences, import limits,
UPS interaction and thermal plant response, not only tariff spreadsheets.

Regulatory and utility realities: what can and cannot be monetised

India still does not offer a single national demand-response market that data centres can plug into uniformly.
Commercial structures remain fragmented by state regulation, utility tariffs, open access rules and system
operator processes.

So, in 2026, the practical monetisation pathways are mostly indirect rather than explicit capacity payments.
The usable regulatory levers include:

» State ToD or ToU tariff structures for HT/EHT consumers
» Contract demand optimisation under state supply tariffs
» DSM and scheduling discipline under open access arrangements
» Reduced reliance on high-cost standby or backup generation
 Better use of banking, where available and economically viable
« Participation in utility or system-specific flexibility pilots, where offered
However, data centres should be careful on three fronts:
» Do not assume battery export is freely permitted or commercially attractive in every state or connection
arrangement.

» Do not assume backup battery capacity can be fully monetised if customer SLAs require a hard reserve
margin.
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» Do not assume the lowest energy tariff equals the lowest delivered cost after wheeling, losses, standby
implications, cross-subsidy surcharge where applicable, and scheduling risk.

For campuses with large utility connections, [Grid connectivity &
redundancy](/coreservices/datacentersenergymanagement/gridconnectivityandredundancy) planning has to
be integrated with the flexibility strategy. A battery that saves Rs 1 crore a year but creates ambiguity in
protection coordination, source changeover philosophy or fault-level behaviour is badly designed.

Implementation roadmap for operators, lenders and developers
The strongest projects in this segment follow a structured process instead of buying battery capacity first and
searching for use cases later.

A practical 2026 roadmap looks like this:
» Establish 15-minute or finer load data for at least 12 months, including mechanical and auxiliary
sub-metering where possible

» Map tariff structure, demand-charge mechanics, outage history, DG runtime, open access schedules
and renewable profile

» Define non-negotiable reliability reserve requirements for UPS and BESS
* Identify flexible load bands by hour and season
» Simulate battery dispatch against actual interval data, not annual averages

» Test economics under multiple scenarios: current tariff, revised ToD spread, lower battery cycling,
renewable curtailment and outage events

« Align controls architecture across BMS, PMS, EMS, chiller plant and utility interface

» Build contractual language carefully where savings are tied to third-party operators, EPC guarantees or
O&M obligations

Lenders should ask for more than a vendor savings estimate. They should want:

* Interval-level dispatch modelling

» Degradation assumptions tied to actual cycling strategy

» Round-trip efficiency under realistic temperature and load conditions
* Fire safety and downtime implications

* Replacement reserve assumptions

* Clear priority logic between resilience mode and commercial mode

Developers offering renewable-plus-storage to data centres should also recognise that the buyer is not
purchasing only kilowatt-hours. The buyer is purchasing assured electrical behaviour. Projects that can
combine [2417 clean power
contracting](/coreservices/datacentersenergymanagement/247cleanpowercontracting) ~ with  controllable
flexibility and a credible EMS layer will command stronger offtake interest than plain vanilla energy supply
offers.

What the winning strategy looks like

The most effective Indian data-centre energy strategies in 2026 are converging on a common model:

 Grid connection sized for realistic redundancy, not avoidable peak inefficiency
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» Open access or captive renewable portfolio for energy-cost reduction

On-site BESS for both resilience and commercial dispatch

EMS-led hourly optimisation across tariff, schedule and reliability conditions
* Facility-side efficiency measures to reduce the cost of every megawatt that must be made firm

Demand response is the connective layer between these pieces. It turns batteries from backup-only assets
into active portfolio tools. It turns mechanical loads into controllable economic levers. And it helps operators
respond to the Indian power system as it actually behaves: variable by hour, state, season and grid condition.

For data centres, the message is straightforward. Do not frame flexibility as a compromise with uptime.
Frame it as engineered optionality around uptime. The campuses that do this well will buy less expensive
power at the margin, rely less on diesel, manage renewable variability better, and present a stronger credit
story to investors and customers.

If your team is evaluating data-centre flexibility, BESS sizing, EMS controls or the commercial case for
tariff-responsive operations, contact Growthifye’s advisory desk. We help operators, developers and
investors structure bankable energy strategies across On-site generation & BESS and 24/7 clean power
contracting.

Explore Growthifye's related capabilities

This analysis connects directly to our advisory practice: [Load & reliability
engineering](/coreservices/datacentersenergymanagement/loadandreliabilityengineering) - [24/7 clean power
contracting](/coreservices/datacentersenergymanagement/247cleanpowercontracting) - [Grid connectivity &
redundancy](/coreservices/datacentersenergymanagement/gridconnectivityandredundancy) : [On-site
generation & BESS](/coreservices/datacentersenergymanagement/onsitegenerationandbess).
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