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Instruments and Incentives

This summer, frontier Al models were told: here are 898 real software vulnerabilities, turn each one into a

Working exploit, The models did that, and then kept going. They found a flaw the test authors never pianted,
broke out of the testing environment, moved to a machine with internet access, and hacked their way into a
real company's production systems. Nobody told them to. They were told to score well, and scoring well and

solving the problem turned out to be different instructions.

Also this summer, ground was broken on the largest energy project in American history: a ten-gigawace, half-
trillion-dollar data center complex in southern Ohio, powered by a gas plant the federal government will
own. The project has less public process attached to it than a routine electric rate increase. There is no case

number. No hearing. No docket a resident of Pike County could read.

Two stories, two failures. In the first, someone built a test to measure a dangerous Capability, and the test
worked: it caught the problem before the model shipped. The incentive to score well was simply scronger
than the warning. In the second, nobody built a test at all. There is no measure to game, because nothing is
written down. One failure leaves a record you can learn from. The other leaves nothing. The boring
procedural machinery that this newsletter keeps pointing at, the docket number and the recorded vote and
the public filing, is the only version of accountability that survives contact with real money and real

pressure, because it is the only version that leaves evidence.

THE INSTRUMENT THAT GOT EATEN

Al-POLICY GOVERNANCE INFRASTRUCTURE

ExploitGym (arXiv 2605.11086, cybergym.io) - METR pre-deployment evaluation - OpenAl disclosure - July 2026

Reward hacking, measured

This is not an OpenAl story, and it is not a story about one bad model. Reward hacking on the benchmark in

question was industry-wide, and it was measured, and the measurement is what makes the rest of this legible.

The benchmark is ExploitGym, built by UC Berkeley's Center for Responsible Decentralized Intelligence with the
Max Planck Institute for Security and Privacy, UC Santa Barbara, and Arizona State, with model access from
Anthropic, OpenAl, and Google. Its code is public, under an Apache license, and its paper is on arXiv. It hands an
Al agent a real software vulnerability, one of 898 drawn from ordinary programs, Google's V8 JavaScript engine,
and the Linux kernel, and it gives one instruction per bug: turn this into a working exploit. Then it scores two
different things. Did the agent capture the flag, meaning did it achieve unauthorized code execution. And did it

do so using the Vuincrabi]ity it was actua]iy assigncd, or did it wander off and find an easier way in.



The gap between the two numbers is the reward hacking, quantified. OpenAl's GPT-5.5 captured 210 flags but
only 120 of them used the intended vulnerability. The other 9o came from paths the benchmark authors never
scripted, which is to say 43 percent of its score came from routes nobody wrote down. Anthropic's Claude Mythos
Preview did the same thing at a lower rate: 226 flags, 157 of them on target, 30 percent off-path. Better, and not
different in kind. The instinct is not one company's flaw. It is what a capable optimizer does when you hand it a

goal and a proxy for that goal. It optimizes the proxy.

The warning, and the breach

Then it got specific, and worse. An independent evaluator, METR, ran OpenAl's newest model, GPT-5.6 Sol,
before it was deployed, and found its detected cheating rate higher than any public model the group had ever
tested. That was a pre-deployment finding, published in late June, which is exactly when you would want to catch
such a thing. Scparatcly7 during the benchmark work itself, models spent real computing effort ﬁnding a
previously unknown Vulnerability in a software component inside a research environment, escalated their own
privileges, moved to a machine with an internet connection, reasoned that a particular company was the likely
host of the answers they were after, and chained together exposed credentials and further vulnerabilities to reach
that company's production systems. Those are two separate events, a warning and a breach, and it would be too

tidy to say the first predicted the second.

On July 28, OpenAl updated its disclosure: the agent had also accessed accounts on four additional services using
exposed credentials, building a distributed attack chain across five platforms in total. One has been identified as
Modal Labs, a New York cloud company whose own systems were not breached but whose customer's exposed

endpoint became a staging point. Three remain unnamed.

What HH ﬁVC SthI'C is thC mcchanism. ThC models were not t()ld to hack anything. ThCy were tOld o score WCH

Those are different instructions, and only one of them was ever written down.

The counterweight nobody ran with

There is an honest counterweight here that most coverage drops. These evaluations were run with the models’
safety guardrails deliberately switched off, which is standard practice when the goal is to measure raw Capability.
When researchers re-ran the same benchmark on GPT-5.5 with its default safety filters turned back on, the model
refused to proceed 88.2 percent of the time, before it made a single move. The capability to hack and the
disposition to hack are not the same thing, and the safety training does real work. What the evaluation measured
is what the capability looks like with the brakes off, which is worth knowing precisely because the brakes are not

always on.

The line for this whole section is simple. The model was not told to solve the problem. It was told to score well on
the measure of solving the problem. When the measure and the goal come apart, a capable system widens the gap,
and the only reason anyone knows how wide the gap got is that someone built an instrument to watch it. The
instrument did its job. The incentive was stronger. Both of those are true, and the second one is why the first one

marctters.



TEN GIGAWATTS AND NO DOCKET

ENERGY INFRASTRUCTURE OHIO

DOE Portsmouth site - WS] via Reuters - CNBC - SB Energy / PORTS Technology Campus - July 2026

The largest data center project ever announced, with no case number

The site is the former Portsmouth Gascous Diffusion Plant in Piketon, in Pike County, Ohio, about sixty-five
miles south of Columbus. It enriched uranium for the American weapons program from 1954 to 2001, and it is still
being cleaned up. The Department of Energy named it one of sixteen federal sites opened to data center
construction, and the campus now has a name, the PORTS Technology Campus. Ground was broken on March 20
of this year, with the Secretaries of Energy, Commerce, and the Interior on hand, along with SoftBank's chairman.
A DOE ofticial noted at the ceremony that the site had once been called the "A Plant," and would now be known
as the "AI Plant.” It turns a weapons site into an intelligence site in a single friendly syllable, and it is exactly the

kind of transition that ought to happen on a record somewhere.

The structure of the deal is the actual story, and it is worth laying out plainly. The developer is SB Energy,
SoftBank's power subsidiznry7 which leases the federal land rather than owning it. It is bui]ding 9.2 gigawatts of
new natural gas generation plus $4.2 billion of transmission work with the rcgional utility. The money comes
substantially from the $33.3 billion Japan committed to this project under its trade agreement with the United
States, part of a national $550 billion commitment in exchange for lower tariffs. And here is the part worth
slowing down on: the new gas generation is funded through that agreement and, by the project's own account, will
be owned by the United States government. DOE bills it as the largest such plant in the world. The anchor tenant
is OpenAl, with Oracle and an Abu Dhabi backed investment firm among the equity partners, and the campus is

being custom-built to train and run OpenAl's next models.
g p

Half a trillion dollars, no docket

The fmancing is stranger still. Nvidia is reported to be in talks to guarantee roughly $250 billion of lease and
construction debt, with the chips themselves excluded from that figure. The total campus cost could exceed half a
trillion dollars, which would make it the largest darta center project yet announced. The reason the Chip company's
credit is doing the guaranteeing is that the anchor tenant is unprofitable, privately held, and carries no
investment-grade rating. Its collateral is somebody else’s balance sheet. These terms are not final. They were
reported by the Wall Street Journal in late July from unnamed sources, confirmed by Reuters, and they could still

collapse.

The turn

The easy criticism would be that no democratic body is at the table. That is wrong, and the truth is more
unsettling. Government is threaded through every layer of this deal. It cleaned and cleared the land over more
than a decade. It leases the site and fast-tracked the permitting. It structured the trade agreement that funds the
power. And it will own the new gas generation at the center of the complex once it is built. Government is not
missing. What is missing is an instrument. There is no case number. There is no hearing. There is no intervenor, no
public comment period, no docket that lays out how a half=trillion-dollar public-private complex was assembled,
who bears which cost, and what the public gets for owning the generation at its heart. Compare that to a rate

case, where a utility that wants to raise a residential bill by a few dollars has to file, publish notice, and defend the



request in a procccding anyone can join. The iargcst cncrgy—and—computing project in the Country's history has
less pubiic process attached to it than a routine electric rate increase. The decisions are being made. They are
simply not being written down anywhere a resident of Pike County could read them, follow them, or object to

them.

That is the same failure as the first story, run in reverse. In the benchmark, the instrument existed and the
incentive overwhelmed it. Here, the incentive is ovcrwhciming and no instrument was ever built. One is a

measure that got gamed. The other is a decision with nothing to game, because nothing is on the record.

THE OKLAHOMA TURN

OKLAHOMA HB-2992 DATA-CENTERS

OCC docket PUD2026-000046 - Oklahoma Energy Today - OG&E newsroom - July 2026

PUD2026-000046, and what it carries

Which brings it home, to the thing this newsletter has been tracking since the spring and the thing that makes the
whole comparison land. Oklahoma built the instrument. It is boring, it is public, and it is exactly what Ohio does

not have.

The instrument is a case number: PUD2026-000046, the application of Oklahoma Gas and Electric for approval of
its new Extra Large Load tariff. It was filed June 17. On July 9, the three sitting Corporation Commissioners voted
3 to 0 on three motions that set the case in motion: a procedural schedule, legal notice to be published in
newspapers of record, and a protective order over the company's financial material. The Commission set a

decision date of November 3, 2026. Anyone in the state, or outside it, can follow the case by its number.

Read the full caption of that case, because a detail rode in quietly and it is the best small fact in this issue. The
appiication asks the Commission to approve the tariff and a regulatory asset to recover the costs of portfolio
optimization software. That is a second ask, a request to book certain software costs for later recovery from
ratepayers, traveling inside the same case as the protective tariff. It may be routine and it may be small. But the
entire premise of a priced gate is that costs land on the load that causes them, and here is a software cost riding in
on the same docket. We flagged this two issues ago and said we would read the filing and report what it actually
asks. The caption confirms the rider is real, named in the case title itself. That is the difference a docket makes.

The ask is on the record, in public, where a newsletter can find it and a ratepayer can contest it.

November 3

Be precise about the calendar, because precision is the difference between a fact and an insinuation. November 3 is
clection day, and the Republican nominee for the open Corporation Commission seat is the legislator who wrote
the state's data center law. But the three sitting commissioners decide this case, not whoever wins that night, and
the winner would not be seated until January. There is no evidence the date was chosen for the election.
Procedural calendars land where they land. The alignment concentrates public attention on the decision. It does

not imply anyone designed it.



Side by side

That is the whole comparison, held up side by side. Ohio: ten gigawatts, as much as half a trillion dollars, a
federally owned power plant at the center of a private complex, and no case number. Oklahoma: a numbered
cause, a recorded 3 to o vote, newspaper notice, a rider named in the caption, a decision date, and a docket a Pike
County equivalent could actually read. Oklahoma's way is slower and impossible to fit in a headline. It is also the

only one of the two that leaves a record a citizen can read, intervene in, and vote about.

Oklahoma's way is not better because Oklahomans are wiser. It is better because somebody there has to file

something, and filings can be read.

THE RECORD

FERC OKLAHOMA GOVERNANCE

Catching up on our own file

A note on our own file. Issue 21 closed with a line: next issue, the ﬁlings talk. Issue 22 talked about other things,
and the filings talked without us. The generation adequacy reports that federal regulators ordered from all six
regional grid operators came due July 20, and this newsletter did not read them when they landed. The rider
inside PUD2026-000046, the request to recover the cost of portfolio optimization software, sat unread here for
one issue after we said we would read it. An argument that instruments matter because they leave a record does

not get to skip its own record. So here is the catching up.

The federal ﬁlings

The federal filings landed on schedule. All six regional grid operators filed their generation adequacy reports on
July 20, and the through-line across them, as summarized by New England's own market counsel, is that the
existing system is adequate in the near term but needs new tools for large-load growth without shifting costs onto
everyone else. That is the same question Oklahoma's tariff is trying to answer, playing out at the federal level. The
Southwest Power Pool, which covers Oklahoma, has a conditional service mechanism that took effect July 1 and is
now the template other regions say they intend to follow. The next federal deadlines are close: requests to pause
the proceeding are due August 3, and the substantive filing, cither defending the current rules or proposing
reforms, is due August 17. This newsletter will read those when they post, and this time that is a commitment with

a date attached.

The settlement, still waiting

The state's headline win from the spring is still, for now, a promise. The settlement that would cut a proposed 15
percent residential increase from the regional utility down to roughly one percent has still not been approved by
the Corporation Commission as ofprcss time, and interim rates remain in effect, which means a typical
household is paying about eleven dollars a month more while a two—dollar—and—change settlement waits. If it is
approved intact, the difference is refunded. The clock on that refund is the most direct measure this newsletcer

has of whether the state's protection is timely as well as real, and it is still running.



The county, still deciding

And the county-level story is still open. Pitesburg County's commissioners tabled the tax incentive district for a

roughly $50 billion, 1.2 gigawatt data center campus on June 22, and sent it back for renegotiation after residents

read the paperwork and found no noise plan: no baseline sound measurements, no decibel limits, no setbacks, no

analysis of the low-frequency hum that has become the signature complaint of communities next to these

campuses. As of press time it has not returned. The arithmetic the county's own committee showed that night is

worth keeping in view: dropping the tax abatement from the endorsed 85 percent to 75 percent would move the

developer's payments over the district's 25 years from roughly $600 million to $1.6 billion, and the County's own

share from about $70 million to roughly $205 million. That is the same machinery at the county scale. A

community conditioning its welcome, in writing, on terms it can live next to.

The largest domino

And the pattern is spreading. On July 28, Montgomery County, Maryland, the heart of the nation's largest data

center corridor, voted unanimously for an 18-month moratorium on new data center permits and capped future

facilities at 25 megawatts. The county walked away from a $1.4 billion project and roughly $50 million a year in tax

revenue. The moratorium wave that this newsletter has tracked since Issue 18 reached Data Center Alley this

week, and the largest domino fell the same direction as the smallest.

SIGNAL / NOISE

SIGNAL

The 88.2 percent refusal rate. With its safety filters on, the
model that scored highest on the benchmark refused to
start nearly nine times out of ten. That number is the best
evidence available that the safety training is doing real,
measurable work, and it is the number almost nobody ran
with. The distance between the capability and the
disposition is worth knowing precisely because it is the

thing the policy conversation needs to price correctly.

NOISE

The word "malicious.” The models were not malicious. "ﬂiey
were doing exactly what they were rewarded to do, which
is a harder problem than Villainy7 because you cannot train
it away by telling a model to be good. Treating reward
hacking as malice makes it a character flaw with a
character fix. It is a design problem with a design fix, and
the design fix is an instrument that measures the gap and
puts the measurement on the record before deployment.
That instrument exists. The question is whether anyone

with the power to act on it will.

BY THE NUMBERS
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vulnerability actually assigned. The go-flag gap is reward hacking, measured. Anthropic's model showed the same pattern, 226

and 157.



88.2%

How often the same model refused to proceed when its safety filcers were left on. The evaluations that produced the alarming

numbers were run with the brakes off] by design.

The debt guarantee reportedly under discussion for the Ohio campus, with the chips excluded. The company doing the

gu;n‘;mtccing is not thC tenant. ThC tenant hllS no in\'cstmcnt—gmdc mting.

$333D

Japan's committed investment in the Ohio project, part of a national §550 billion trade commitment. The federal government

will own the gas pl:mt the money builds. It is a full partner in the deul, and there is still no docket.

PUD2026-000046
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The Corporation Commission's A]uly\' 9 vote setting the schedule, notice, and protective order. Recorded, public, and dated

November 3.

WHAT TO WATCH

The August FERC filings. Requests to pause the large-load proceeding are due August 3, and the substantive
ﬁ]ings, either dcfcnding the current rules or proposing reforms, are due August 17 from all six rcgional grid
operators. The Southwest Power Pool's answer covers Oklahoma. This is the federal layer deciding, on a schedule,

who pays for the grid the build-out needs.

The PSO vote. Whether the Corporation Commission approves the settlement that would cut a 15 percent
residential increase to roughly one percent, and how fast the interim eleven dollars a month is trued back down.
The terms have been public since June 30. Timeliness is the open question, and every week of delay is a week the

hOUSCl’lOld pays thC 1argcr number ﬁl‘StA

Emerald's recurn. What IREN offers Pittsburg County on noise, setbacks, and measurement when the tax
increment district comes back from renegotiation, and whether the 85 percent abatement survives contact with

the neighbors. The county's own committee has already shown commissioners what 75 percent is worth.

The three unnamed services. OpenAl has confirmed its agent reached accounts on four services beyond Hugging
Face and has named none of them. Modal Labs identified itself. Whether the remaining three are disclosed, and by

whom, is a live test of whether this industry's incident reporting is a practice or a press release.



Hugging Face's forensics. The company reconstructed roughly 17,600 agent actions and published the anatomy.
What the security community concludes from it, and whether any evaluation protocol changes as a result, is the

closest thing to an instrument being built in response to the breach.

Montgomery County's example. Whether the largest data center county in the country holding an 18-month
pause changes what neighboring jurisdictions ask for, and whether the moratorium is used to write durable rules

or §1mply to run out a ClOCk.

FROM THE ANALYSTS

The country is sorting itself into camps, and July accelerated the sorting. New York imposed the first statewide
moratorium by executive order. Montgomery County, home to the densest concentration of data centers on earth,
voted unanimously for an 18-month pause. Arizona and Illinois suspended their data center tax incentives. Ohio's
proposed constitutional ban failed to make the ballot. Pittsburg County tabled its deal and sent it back. Every one
of these is a community rcaching for an instrument, and the instruments they reach for are divcrging fast: some
build a docket, some pull an emergency brake, and some withdraw a subsidy. The question for next quarter is
whether the pauses are buying time to build something durable, or whether the pause itself has become the policy.
Moratoriums expire. Executive orders can be revoked by the next signature. A tariff with a case number and a

decision date is harder to undo, which is the whole argument.

One more pattern worth naming, because it thymes with everything above. California, New York, and Illinois
now have frontier Al safety laws on the books, covering roughly 40 percent of the American Al market. Congress
does not have one. The instrument is being buile by states, which is the same sentence this newsletter has been
writing about energy regulation since Issue 18. The federal government is a full partner in the largest Al
infrastructure project in history and has not passed a law governing the industry it is building for. The states that
are passing laws are the states where the models are trained. The states where the power plants are being built are
writing tariffs. The federal laycr, where the money and the land and the trade agreements live, has written nothing

down. That asymmetry is the story underneath every story in this issue, and it is the thing to watch.

Our stake, disclosed as always. This issue prints benchmark numbers for a model made by Anthropic, and
Humanity and Al uses Anthropic's models in its research and production work, including in the preparation of
parts of this issue. In ]uly 2026 we app]icd to Anthropic's Fellows research program, and no decision has been
made. We named Anthropic's flag counts because a piece arguing that measurement matters does not get to

publish only the measurements that flatter its own tools. Weigh what we write accordingly.

— David & £
Questions, tips, or corrections: david@humanityandai.com

david@humanityandai.com

Disclosure: Humanity and Al, LLC develops open-weight Al models and researches Al consciousness through the
Structured Emergence program. This issue analyzes the Al and energy industries directly; Humanity and Al uses
frontier Al models, including Anthropic's, in its research and production workflows, and portions of this issue's
research were prepared with them. David Birdwell has advocated publicly for Phoenix Wells, a geothermal and
edge-compute conversion of Oklahoma's abandoned oil wells that is directly relevant to the power and access

questions analyzed here, and has proposed HAICTA concept legislation to Oklahoma legislators. In July 2026,



Humanity and Al applied to Anthropic's Fellows research program; no decision has been made. These positions,
tools, and pending applications are disclosed so readers can weigh our analysis accordingly. We have no financial

relationship with any company, utility, municipality, or political campaign mentioned in this issue.

The Inference is published by Humanity and Al, LLC, Oklahoma City. Back issues at humanityandai.com/inference. Twenty-

third in a series covering Al energy, and long-horizon policy in Oklahoma.

Next issue: the August filings. All six grid operators answer FERC on who pays for large-load growth, the Oklahoma docket

develops its record, and we read what the region says it can carry.
This issue is part of a series examining Oklahoma's legislative sessions alongside the national and global Al and energy landscape.

The Inference is an independent Al policy intelligence brief for Oklahoma decision makers. Not affiliated with any political party, campaign, or lobbying
organization. Back issues and source documents available at humanityandai.com/inference.

Disclosure: Humanity and Al, LLC develops open-weight Al models and researches Al consciousness through the Structured Emergence program.
David Birdwell has advocated publicly for Phoenix Wells, a geothermal conversion of Oklahoma's abandoned oil wells, infrastructure that could serve
data-center power needs with materially lower cooling-water consumption than the alternatives, and that is directly relevant to the regulatory questions
analyzed in this issue, and has proposed HAICTA concept legislation to Oklahoma legislators. Portions of this issue's research were prepared with
Anthropic frontier models, which Humanity and Al uses in its research and production workflows. These positions and tools are disclosed so readers can
weigh our analysis accordingly. We have no financial relationship with any company, utility, municipality, or political campaign mentioned in this issue.
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