Congress of the United States
Washington, BC 20515

October 12, 2022

Pablo Vegas

Chief Executive Officer

Electric Reliability Council of Texas

8000 Metropolis Drive (Building E), Suite 100
Austin, TX 78744

Dear Mr. Vegas,

We write seeking information about cryptomining operations in Texas and the impact
these operations may be having on climate change, the stability of the energy grid, and subsidies
— ultimately paid for by retail consumers — that the Electric Reliability Council of Texas
(ERCOT) is providing to cryptomining companies to curtail their operations during times of
peak demand.

An investigation that several of us released earlier this year revealed that cryptominers
are using substantial amounts of electricity.' Data from just seven large cryptominers indicated
that they presently operate over 1,045 megawatts (MW) of electric production capacity — enough
capacity to power a city of 830,000 residences.” The investigation also revealed that
cryptominers are significantly increasing production: just the seven cryptominers that were part
of our investigation will increase their total capacity by at least 2,399 MW in the next few years,
an increase of nearly 230 percent, and enough new capacity to power a city of over 1.9 million
residences.’ And all of this energy use is resulting in substantial amounts of carbon emissions
and other adverse air quality impacts.*

Cryptomining companies are flooding into states like Texas, a “deregulated safe harbor™
that has been “aggressively courting crypto miners, who are drawn to the state’s cheap power
and laissez-faire regulation,”® raising concerns about the state’s unreliable electricity market and
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the potential for cryptomining to add to the stress on the state’s power grid.” Texas has “become
one of the go-to locations for crypto entrepreneurs,” with active lobbying of the government by
the Texas Blockchain Council,” and crypto CEOs and state politicians alike vowing to make the
state the “bitcoin capital of the world,” “the Citadel for Bitcoin,” and “the center of the universe
for bitcoin and crypto.”'* ERCOT is intimately connected with this growth in cryptomining,"'
with one cryptomining company vice president expressing that “Ercot’s really setting the stage
for Bitcoin mining in Texas at this point...The message that Ercot [is] sending is that Texas is
open for Bitcoin miners.”'* And when asked if Texas aims to be the world’s largest mining
center, ERCOT interim chief executive officer Brad Jones replied: “Yeah, that’s what we are
planning.”"

By some estimates, Texas is now home to about a quarter of all U.S. Bitcoin mining,"
and 9 percent of the cryptomining computing power worldwide, a share that is expected to reach
20 percent by the end of next year."” One cryptomining pool executive stated that “The sheer
number of land deals and power purchase agreements that are in various stages of negotiation [in
Texas] is enormous.”"® Industrial-scale miners in Texas, of which there are approximately 10
large-scale facilities that have already connected to the grid, are regularly using over 2 gigawatts
(GW) of energy, enough to power all the residences in the city of Houston twice over.'” By mid-
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2023, they will be using enough energy to power the entire city.'® Over the next 12 to 15 months,
5 to 6 gigawatts (GW) of new demand is expected, enough electricity to power about 1.2 million
homes."” And ERCOT’s longer-term projections keep increasing: in April 2022, ERCOT said
that miners representing about 17 GW worth of electricity use — equivalent to about two and a
half New York Cities — had contacted the state about prospective operations.? In July 2022,
ERCOT stated that over 27 GW of crypto load is projected to be interconnected over the next
four years,” an amount that represents nearly a third of the grid’s current maximum capacity,*
and which energy researchers have called an “astronomically impossible” load to add to the grid
in such a short timeframe.” Yet in August 2022, ERCOT once again updated that number and
stated that enough miners have applied to use up to 33 GW of electricity, enough to power New
York or Florida.* Ed Hirs, an energy fellow at the University of Houston, has said that
cryptomining companies “will prove to be the tapeworm of ERCOT,” and that given the current
influx of companies, they “will eventually be such a big component of demand on the ERCOT
grid that the grid’s going to have to pivot to service them as a priority,”* resulting in increased
prices for retail consumers.

As Eric Hittinger, an associate professor at Rochester Institute of Technology, explains,
“Large amounts of new demand are never helpful for your electricity bill...The more crypto
mining that comes into the state, the higher the residents should expect the electricity prices to
become.”*® Environment Texas Executive Director Luke Metzger stated that his organization is
“very concerned about the environmental impacts of just adding such an energy intensive
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industry.”?” And even a former ERCOT board member said, “the problem is [cryptomining is]
consuming real resources, doing a function that has no value.”* Given the impacts of
cryptomining on the climate, the grid, and to ratepayers, ERCOT’s support for this industry is
irresponsible and highly concerning.

This is particularly concerning given that extreme weather events exacerbated by climate
change have already been driving up electricity use and straining Texas’s power system — from
the recent heat wave in July 2022 to the February 2021 winter storm during which the grid
collapsed, causing blackouts that left 246 people dead.” With extreme temperatures, energy-
consuming heating and cooling systems are cranked up, while energy production facilities can
generate less due to system failures and other causes — resulting in decreased supply at a time of
increased demand, placing more pressure on electricity grids.”® This summer’s heat waves, with
triple-digit degrees, have caused the Texas grid to repeatedly shatter demand records: July 8,
2022 set the all-time peak record for energy usage in Texas at 78,206 MW, surpassing the
previous peak of 77,460 MW from just three days prior,’! prompting ERCOT to issue public
appeals to conserve power in order to avoid overwhelming the grid and to prevent outages and
blackouts.” The Texas grid is particularly vulnerable given that it is the only independent state
grid in the country, and does not interconnect to other states — meaning it has no buffer if there is
a shortfall in supply.*

While many businesses and retail consumers are asked to voluntarily conserve power
during these times, “there is no requirement for them to conserve™* — though some companies
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have enrolled in ERCOT programs under “demand response” agreements that pay them for
curtailing their operations during periods of high demand.* Lee Bratcher, the president of the
Texas Blockchain Council, has said of the July heat wave that “Over 95% of industrial-scale
bitcoin mines curtailed their power consumption during peak demand times over the past week...
The bitcoin miners were able to push over 1,000 [megawatts] back into the grid for ten-hour plus
periods multiple times during the week.”*® He has indicated that this represents nearly all
industrial-scale mining load in Texas.*’ But the miners “aren’t switching off their rigs just to be
altruistic; economic incentives are driving that decision.”*® Given that high demand caused by
extreme weather increases the spot price of electricity and therefore reduces the miners’
profitability,” “taking ERCOT’s payout rather than continuing to mine Bitcoin during times of
tight power supply makes a lot of sense.”® In July, it was once the local price of power on
ERCOT’s grid hit $180 or higher per megawatt hour, making mining a net-negative cost, that
most Texas mining operations chose to shut down.*' In simple terms, the Bitcoin miners make
money from mining that produces major strains on the electric grid: and during peak demand
when the profitability of continuing to mine decreases, they then collect subsidies in the form of
demand response payments when they shut off their mining operations and do nothing.

These payments can be significant. According to one estimate, a miner can generate up to
10 percent of its annual revenue through engaging in these shutdown services during peak
demand.* During this summer’s heat waves, Riot Blockchain, the largest miner in Texas with a
massive 750 MW facility in Rockdale, and a participant in ERCOT’s voluntary Four Coincident
Peak demand response curtailment program, * announced that in July it made around $9.5
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million by curtailing operations and selling electricity back to the grid* — more than the $5.6
million the company made from actually selling Bitcoin that month.* Other miners, such as Core
Scientific, also powered down operations to address peak demand concerns, though that
company has not released its compensation levels.*® One report found that in the coming years,
Texas may pay miners up to $170 million annually.?” These peak demand curtailment payouts
are “ultimately borne by all Texans”* — including the millions of households that are stuck with
sky-high electricity bills even while trying, in up to 110 °F degree weather, to comply with
ERCOT’s requests to “cut power use during the hottest hours of the day” to avoid “a risk for
rolling blackouts.”® As one watchdog group expressed, “it is patently unfair for miners to add
enormous new loads on the grid and then seek to be paid, handsomely, to take that load off the
grid during emergencies or peak times, at the expense of ratepayers.”*® Or as another group put
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it, the system is “asking society to double pay” — both to produce the energy for mining and then
for miners to ease the grid strain to which they contributed.’’ These payments contribute to a
larger issue of having consumers, rather than industries with outsized electricity demand like
cryptominers, bear the costs of maintaining the electricity grid.*

These subsidies to cryptominers also feed back into the worsening climate crisis. The
energy used to mine Bitcoin and Ethereum in 2021 resulted in almost 80 million tons of carbon
dioxide emissions.> Just three cryptomining companies in the U.S. that provided us with clear
emissions data alone are responsible for approximately 1.6 million tons emitted annually, the
equivalent of almost 360,000 cars — and these figures are only set to go upwards in the coming
years.” Meanwhile, the climate change that cryptomining is contributing to will further
exacerbate extreme weather, creating a feedback loop in which energy demand more frequently
exceeds supply, causing further strain on electrical grids and potentially resulting in more
payouts to those same cryptomining companies.

Cryptomining is adding significant demand to an already unreliable grid, “pos[ing]
enormous challenges to the transmission and distribution system and to prices” and
contributing to the global climate crisis. Yet at the same time, cryptominers benefit from huge
ERCOT subsidies in the form of demand response agreements that come at the expense of
ratepayers and establish “misaligned incentives between crypto-asset miners and grid
operators.” As a recent report from the White House Office of Science and Technology Policy
found, “Full transparency of demand response participation and payments by crypto-asset miners
and other demand response participants are essential” to protect local electricity consumers and
the grid.”” In that vein and to address these concerns, I ask that you respond in writing with
answers to the following questions no later than October 31.

1. For the year 2022 to date, and for each of the previous five full calendar years, what
has been the annual electricity consumption used for cryptomining in Texas, and how
many tons of carbon dioxide emissions have resulted from this energy use?
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2. How do cryptomining companies plan to scale their operations in Texas?

a. How much load will this add to the grid in 2023, and in each of the five
following years?

b. What plans does ERCOT have in place to handle this increased demand, given
existing reliability issues with the grid?

c. Has ERCOT conducted or obtained any analyses or estimates that indicate
whether any costs from this expansion, and related infrastructure, will be
passed on to consumers? If so, what do these analyses or estimates show?

d. What plans does ERCOT have to mitigate any such costs to consumers?

3. With what cryptomining companies do you have power purchasing and/or curtailment
agreements? Please list all such agreements, including:

a. The company, the specific nature of the agreement, and the dates of the
agreement.

b. How much you have paid each of these companies to curtail their energy use
during each period of curtailment, and total annually, in 2022 to date and in
each of the five previous years.

c. How many times, and for how many hours per occurrence, each company
curtailed their operations in 2022 to date and in each of the five previous
years.

d. The effective hourly rate of payment for curtailment for each of those
instances.

e. The average cost of electricity to consumers at the times of those periods of
paid curtailment by cryptomining companies.

4. Does ERCOT have any estimates or models regarding the impacts of cryptomining on
energy costs to local families and businesses? If so, what do these estimates or
models show? Have residential electricity costs increased since cryptomining
operations began in Texas? What measures are you taking to ensure that local
consumers and small businesses are not bearing the costs of competing with
cryptomining’s energy consumption?

Thank you for your attention to this important matter. I look forward to your response.

Sincerely,
%W - \
Elizabeth Warren Al Green
United States Senator Member of Congress
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