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	Comments


The Independent Market Monitor (IMM) appreciates the opportunity to comment on NPRR1337 and supports its adoption.  This NPRR represents a meaningful improvement to the Emergency Response Service (ERS) program by introducing a process to identify price-responsive loads and discouraging them from participating in the ERS program.  We begin our comments with our characterization of and support for ERCOT’s proposed Alternative Baseline Test (ABT), which is meant to identify price-responsive loads and disincentivize them from providing ERS.  We then highlight critical design considerations for maximizing the effectiveness of the ABT and offer our recommendations for how NPRR1337 and/or any subsequent revision request can further improve the ERS program.  We conclude our comments with an explanation for why it is problematic to allow price-responsive loads to participate in the ERS program and with recommendations for how price-responsive loads can most productively engage with the ERCOT wholesale markets. 
The Alternative Baseline Test
NPRR1337 introduces the ABT to the ERS Resource Identification (ERID) process. The ERID process is conducted in advance of each ERS contract period and serves as a pre-screening process to determine which baseline methodology is the best fit for prospective ERS Resources. The purpose of the ABT is to determine if prospective ERS Resources have exhibited consistent price-responsive behavior and, if so, disincentivize them from participating in the ERS program prior to the start of a contract period. 
As part of the ERID process, ERCOT evaluates historical meter data for prospective ERS Resources to determine their capability to provide ERS.  NPRR1337 and the ABT augment the ERID process in two ways:
1. First, prospective ERS Resources are required to determine if they pass the minimum fit criteria defined for one of the five default baselines established by ERCOT.  If so, they must select one of the five default baselines. 
2. If a prospective Resource does not pass the minimum fit criteria for one of the five default baselines, it is then subject to the ABT, which is designed to identify loads that have consistently exhibited price-responsive consumption patterns. 
If a prospective ERS Resource is identified as price-responsive according to the ABT, it can still participate in the ERS program using one of the default baselines.  However, it would be highly susceptible to financial claw-backs and suspension from future participation in the ERS program based on the strict Availability and Event Performance criteria applied to ERS Resources on one of the default baselines. 
The proposed ABT seems sufficient for a) identifying most of the loads that currently provide ERS that exhibit consistent price-responsive behavior and b) disincentivizing them from continuing to provide ERS in the near term.  The next section focuses on design considerations for maximizing the effectiveness of the ABT and recommends how NPRR1337 and/or any subsequent revision requests can further improve the ERS program.  
The Goldilocks Zone – Setting the Price Threshold for the ABT
The price threshold used to define high-price intervals in the ABT is a critical design parameter.  This threshold should be high enough to capture price-responsive behavior from consumers with high break-even prices to reasonably assess whether they will self-deploy prior to emergency conditions.  However, the price threshold should not be set so high that the occurrence of such pricing is too infrequent to effectively identify price-responsive loads during the ERID process.  As in the classic 19th century fairy tale, the price threshold must be set “just right” to be maximally effective. 
In ERCOT’s initial proposal, the ABT price threshold was set at $80 per MWh.  The basis for this proposal was that most of the price-responsive loads that currently participate in the ERS program are cryptocurrency mining facilities, and recent data suggests that these facilities have tended to curtail their consumption at approximately $80 per MWh.  While this initial proposal was a reasonable starting point, it would only take a modest sustained increase in the price of cryptocurrency for the break-even price of these facilities to increase above $80 per MWh for months or years.  In such a scenario, these facilities could eventually qualify for an Alternative Baseline even though they would still be likely to curtail in advance of genuine emergency conditions where the price would likely be thousands of dollars per MWh.  Thus, in the 7/24/26 ERCOT comments, ERCOT noted that, based on consultation with the IMM, they had revised their proposed ABT price threshold at $150 per MWh. 
We continue to support this price threshold but echo ERCOT’s position that it should be reconsidered as frequently as necessary to maintain its effectiveness at identifying price responsive loads that seek to participate in the ERS program.  Setting the ABT price threshold as high as reasonably possible will maximize its effectiveness at identifying price-responsive behavior.  Subsequent analysis from the IMM suggests that this threshold could be increased to $500 per MWh.  For example, in the first six months of 2026, each of the four main load zones has had at least ten sequences of two consecutive settlement intervals of at least $500 per MWh. 
That example points to the challenge with setting the price threshold high enough to adequately capture price-responsiveness during emergency conditions.  Such extreme prices are inherently infrequent and may not occur at all during the lookback period used in the ERID screening process.  Our understanding based on conversations with ERCOT staff is that the ERID process requires at least nine months of meter data and will evaluate as much as three years’ worth of meter data, and so the ABT price threshold should take the frequency of high pricing over that period into consideration. For example, there weren’t any sequences of two consecutive settlement intervals priced at least $1000 per MWh in the Houston Load Zone in the nine months from October 2025 through June 2026.
The infrequency of extreme pricing suggests a potential shortcoming of the ABT methodology.  Most of the price-responsive loads currently participating in the ERS program curtail at moderately elevated price levels that are lower than what would be expected during emergency conditions.  The currently proposed ABT methodology should be sufficient to identify these loads and discourage them from participating in future ERS Contract Periods. 
Be that as it may, there may be a subset of loads participating in the ERS program that only curtail at more extreme prices that occur too infrequently to be captured by the ABT methodology.  Further enhancements to the ABT may be needed to evaluate the historical availability of prospective ERS resources during extreme price events. It is our understanding that such an adjustment to the ABT methodology could be produced through ERCOT’s Change Control Process without an additional NPRR.  We recommend that ERCOT consider such enhancements to the ABT methodology in conjunction with any future revisions to the high-price threshold that is already included in the ABT methodology. 
The Path Forward for Price-Responsive Loads
These comments should not be construed as disfavoring price-responsive load behavior in general.  There are many ways in which it is beneficial to the system overall for a subset of consumers to curtail their load in response to elevated prices.  Price-responsive loads reduce their own costs by limiting their consumption of high-priced electricity, and their curtailment reduces the need for higher-priced generation, thus lowering the cost of electricity for the rest of the load base. 
Despite these virtues, it is not advisable to allow price-responsive loads to participate in a program like ERS.  The fundamental issue with price-responsive loads providing ERS is that they are likely to curtail at price levels well below what would be expected during emergency conditions that may necessitate the deployment of ERS. Thus, the load-base is charged for ERS capacity that isn’t likely to be available during an emergency. 
Instead of providing ERS, the most productive way for price-responsive loads to engage with the ERCOT wholesale market would be to register as Controllable Load Resources (CLRs).  As CLRs, the consumption of price-responsive loads is optimized through SCED, resulting in more efficient dispatch and pricing outcomes throughout the system. A secondary benefit of price-responsive loads being dispatched through SCED is that it reduces the need for ancillary services like Regulation that are needed to balance fluctuations in supply and demand in between SCED intervals.  Thus, we are generally supportive of rule changes that improve the incentives for price-responsive loads to register as CLRs.  By discouraging price-responsive loads from participating in the ERS program, NPRR1337 may nudge them into registering as CLRs, which would be a positive outcome for market efficiency and grid reliability. 
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