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Purpose and Context

• At the February 4, 2026 WMS, ERCOT presented comments1 on NPRR1296, outlining a 

potential methodology for estimating the impact of Residential Demand Response 

deployments in prices (through the Reliability Deployment Price Adder (RDPA)).

– Market Participants requested that ERCOT extend its considerations to methodologies that utilize 

seasonal Net Load Thresholds to more properly align with the RDR program’s seasonal incentive 

structure.

– Market Participants also requested that ERCOT expand the analysis to compare peak Net Load 

levels from additional historical years to gauge how the proposed Net Load Threshold may vary 

over a longer time horizon.

• Today’s discussion will focus on some expanded historical analysis of high net-load hours to 

determine whether and how to derive a ‘high net-load trigger’ considering:

– Different methodologies

– Historical and seasonal variations

31) NPRR1296 ERCOT Comments

https://www.ercot.com/files/docs/2026/01/28/1296NPRR-15-ERCOT-Comments-012826.docx
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Summary of Findings

• Year-to-year variance may affect how accurately the Net Load Threshold 
captures actual RDR deployment hours within each season

• This variance is most pronounced in the shoulder seasons

Seasonal peak Net Load levels vary from year to year

• Pooling peak Net Load levels over the preceding two years, rather 
than averaging across three years, may better balance threshold 
stability with responsiveness to evolving grid conditions

• Depending on the season, anchoring the threshold to the 10th through 
16th highest Net Load levels, rather than the 20th, may help prevent 
excessive RDPA deployments under the current incentive structure

• ERCOT is recommending the ‘2-Year Pooling Option’

Adjustments to the proposed methodology better 
support a seasonal approach
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• ERCOT proposed the addition of a RDPA under 

NPRR 1296* that would trigger during hours in 

which Net Load exceeds a pre-defined 

threshold, established by averaging the 20th 

highest Net Load value from each of the three 

preceding years (illustrated in Figure 1).

• The rationale behind this approach was that 

anchoring the RDPA trigger to the 20th highest 

Net Load hour would effectively capture the 

expected hours of RDR participation, while also 

providing a reasonable degree of stability as 

shown across recent years.
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Original Concept Figure 1

*NPRR1296 proposes the creation a Residential Demand Response (RDR) Program, offering incentive payments to REPs and NOIEs for reducing 

residential load during the top 6 of 8 highest Net Load hours in the summer and winter, and the top 3 of 5 highest Net Load hours in the spring and fall.
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Current Methodology: 

Seasonal Approach

• The Net Load Threshold for 

the RDPA would be 

calculated using the same 

methodology as originally 

proposed, but applied 

separately for each season.

– Net Load Threshold = 

Average of the 20th highest 

Net Load level from each of 

the preceding three years

• Figure 2 shows how the Net 

Load Threshold would be 

constructed for 2026 under 

this approach

3-year Average of 20th Peak

Figure 2
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Current Methodology: 

Seasonal Approach

• The current methodology under a 

seasonal construct may be 

susceptible to consistently over-

triggering or under-triggering the 

RDPA if Net Load levels exhibit a 

sustained directional trend

– Seasonal peak Net Load levels have 

generally trended upward in recent 

years, increasing the risk that a 

threshold based on a 3-year historical 

average may lag behind current grid 

conditions

• On a seasonal level, the 20th 

highest Net Load threshold captures 

more hours than those for which 

participants are compensated

– Under NPRR1296, compensation is 

based on performance during 6 of the 

top 8 hours in the summer and winter, 

and 3 of the top 5 hours in the fall and 

spring

3-year Average of 20th Peak

MAE: Mean Absolute Error
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Alternative Methodology: 

Seasonal Approach

• The proposed methodology 
aligns the RDPA trigger with 
the hours for which RDR 
resources would be 
compensated under 
NPRR1296

– To achieve this, the Net Load 
Threshold is set at the 10th 
or 16th highest Net Load 
level from the pooled peak 
Net Load hours of the 
preceding two years, 
depending on the season

• Figure 3 shows how the Net 
Load Threshold would be 
constructed for 2026 under 
this approach

2-year Pooled 10th/16th Peak (“2-Year Pooling”) 

Figure 3
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Alternative Methodology: 

Seasonal Approach

• The pooled 10th/16th threshold 
anchors the RDPA trigger to Net 
Load levels more consistent with 
the hours for which RDR 
resources are compensated 
under NPRR1296 (top 5 hours in 
spring/fall, top 8 hours in 
summer/winter), as opposed to 
the broader 20th highest Net 
Load approach’

• A 2-year pooling window keeps 
the threshold responsive to 
significant shifts in grid conditions, 
reducing the risk of the RDPA 
triggering too frequently or too 
infrequently compared to the 3-
year average approach

• Based on the analysis, ERCOT 
recommends adopting the 
outlined ‘2-year Pooling’ 
methodology under a seasonal 
construct

2-year Pooled 10th/16th Peak (“2-Year Pooling”) 



PUBLIC

Additional Considerations

• Additional seasonal methodology considerations for establishing the Net 

Load Threshold are included in the appendix, covering the following 

alternative approaches:

– 20th highest Net Load level averaged over the past two years

– 5th/8th highest Net Load level averaged over the past three years

– 5th/8th highest Net Load level averaged over the past two years

• Energy price data during peak Net Load hours is also available in the 

appendix
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Summary
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ERCOT is recommending 
proceeding a '2-Year Pooled Option 
to derive a seasonal net-load trigger 
for the RDPA; this approach 

Better aligns the trigger with the 
performance hours

Increases program transparency

Supports price formation

The Net-Load Trigger and seasonal MW estimates from participants 
can be refined/reviewed and improved for accuracy based on actual 
experience
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Next Steps

• Based on discussion and feedback from today, ERCOT will respond to any 

additional analysis requests and/or bring forward formal protocol language to 

reflect this concept.
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Appendix
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Backtest Results – All Methods

Appendix
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Appendix
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3-year Average 20th Peak – Backtest Results
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Appendix
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2-year Pooled 10th/16th Peak – Backtest Results
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Appendix
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2-year Average 20th Peak – Backtest Results
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Appendix
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2-year Average 5th/8th Peak – Backtest Results
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Appendix
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3-year Average 5th/8th Peak – Backtest Results
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Appendix
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Historical Peak Net Load Levels
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