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	Comments


The IMM appreciates the opportunity to comment on Nodal Protocol Revision Request (NPRR) 1296. In these comments, we highlight the findings and implications of the Brattle Group’s study[footnoteRef:1] on ERCOT’s proposed Residential Demand Response (RDR) program. Based on this analysis, we recommend that stakeholders reject the construct outlined in NPRR1296, as well as any residential demand response framework that is funded outside of wholesale market prices. In addition, we express our support for integration of residential demand into the Aggregated Distributed Energy Resource (ADER) program that stakeholders should prioritize instead. [1:  https://www.ercot.com/files/docs/2026/01/16/1296NPRR-14b-Joint-Sponsors-Comments-011626.pdf ] 

Key Issues with NPRR1296
1. This program is not price-responsive demand response. We have highlighted previously that demand response is about adjusting consumption in order to avoid high costs. We consider price-responsive demand response to be a strong relationship between demand response and wholesale electric price. The proposed RDR program separates compensation to the customer from the cost that would be avoided in two ways. First, the compensation rate is fixed and based on CONE which is separate from the wholesale electricity price which reflects the avoided cost. Second, the demand reduction is not based on tight system conditions that result in high electricity prices. It is based on observed demand reductions in the top 5 to 8 net load hours per season and the Retail Electric Provider (REP) is left to anticipate when those net load hours may happen. The Brattle Group estimates that the REP will need to guess about 10x the target top net load hours for a given season to try to capture all of them. This will result in over-reduction, roughly 50-80 hours not 5-8 hours because of the separation of compensation and wholesale price. 
2. Residents will receive at most $4/month for their demand response, which is likely not enough to incentivize demand response. The Brattle Group notes that the “maximum incentive payment that can be offered by REPs to participants is the monetizable DR value minus both DR implementation costs and the share of the value retained by the REP for facilitating the DR opportunity.” On a yearly basis, REPs can pass through $30 to $50 to residents, amounting to roughly $4/month. We are pessimistic that this amount is sufficient to incentivize demand response.
3. This program will remove roughly $1.5 billion of revenue from the market annually, impacting resource adequacy. One of the key motivators for this NPRR is that resource adequacy in ERCOT will be severely challenged in the coming years given the rapid load growth additions of large loads in the load interconnection queue. The Brattle Group notes that the RDR program will have a price suppression impact of about $2/MWh on an annual non-load-weighted average basis. To account for the fact that these price impacts take place in high-load hours, they recommend a load factor of 0.6 should be applied to this number. If we consider that roughly 500 million MWh are transacted in ERCOT yearly, the total revenue impact of this program will be ($2/MWh) x (500 million MWh) / 0.6 = $1.5 billion. The price impact in effective hours, roughly 180 (18 curtail hours x 10 attempts) is much higher, at roughly $96/MWh.[footnoteRef:2] This happens during periods when resources anticipate revenue from shortage pricing and is the primary driver of investment signals from the market. In a market designed to provide signals for new investment via spot market revenue, removing billions annually retards the market’s ability to provide this signal and move ERCOT toward resource adequacy. [2:  This calculation simply compresses the annual average price reduction into the number of hours where demand reduction will likely be attempted to capture the payment. It multiplies the $2/MWh simple average price by 8,760 hours in a year divided by 180 hours of attempted demand reduction. ] 

The program proposed by NPRR1296 is not set up to incentivize demand response. Further, it materially suppresses market prices which compounds the resource adequacy challenges ERCOT anticipates in the coming years. As we have noted in the past, out-of-market programs like this often confound efforts to support market-driven resource adequacy where attention should instead be focused on calibrating the shortage pricing mechanism to support resource adequacy.
We see no domain in which this program produces desirable outcomes for the ERCOT market and recommend that stakeholders reject it.
We encourage focusing on better integration of residential batteries in the ADER program, which is responsive to wholesale electricity price, as well as integrating home smart thermostats and EV charging systems as CLRs. We recognize there are implementation issues associated with these integrations and will provide comments on that when ERCOT introduces an NPRR to address improving and expanding ADER.
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