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	Comments



Vistra Operations Company LLC (Vistra) offers these limited comments in response to Reliant Energy Retail Services LLC’s (Reliant’s) May 27, 2026 comments on Nodal Protocol Revision Request (NPRR) 1296.[footnoteRef:1]  Vistra appreciates the substantial discussion regarding the appropriate strategic approach for encouraging greater residential demand response (DR) participation in the ERCOT market and to explore whether there is a constructive path forward on NPRR1296 or a different approach is better suited for the ERCOT market structure. Vistra continues to assert that a new administrative program is not needed outside of the same price response to wholesale market signals that other loads and resources are economically governed by. However, in the spirit of narrowing issues and constructive dialogue, Vistra offers design considerations for an out-of-market program that would be less inconsistent with ERCOT’s current market design. [1:  https://www.ercot.com/files/docs/2026/05/27/1296NPRR-17-Reliant-Comments-052726.docx ] 


Vistra supports residential demand response, and other forms of load flexibility, when integrated properly into the market structure. The question is not whether demand response can contribute to reliability. It can. The question is how to enable that capability in a manner that preserves efficient price formation, maintains a level playing field for all qualified resources, and avoids unnecessary new distortions, administrative complexity, and cross-subsidies.

NPRR1296 is neither necessary nor sufficient to achieve those objectives. Natural price response better aligns with ERCOT’s current market design because it allows both supply-side and demand-side resources to respond to the same price signal. As Vistra has stated previously, “real-time prices provide a fairer, market-based signal to all flexible resources, not just residential DR,” and “residential DR should be done through a broader market design reform that incentivizes supply and demand with the same price signal.” [footnoteRef:2] Residential DR, therefore could be pursued more effectively and efficiently through adjustments to scarcity pricing parameters, including the Ancillary Service Demand Curves (ASDCs) and wholesale market price caps, without creating additional settlement infrastructure or a separate administratively designed compensation regime (and the FTEs to support them). ERCOT will also continue to receive additional information regarding retail demand response activity through the reporting required by 16 TAC § 25.186 and NPRR1291, further reducing the need to create a new standalone program to observe or measure this capability. [2:  https://www.ercot.com/files/docs/2025/09/10/1296NPRR-03-Vistra-Comments-091025.docx ] 


Reliant’s comments from May 27, 2026 lay out three design principles for an alternative structure to NPRR1296. In large part, Vistra agrees with those principles and notes that natural price response is better-aligned with all three of Reliant’s enumerated principles than NPRR1296, namely: 

	Reliant-enumerated principle
	NPRR1296 consistency
	Natural price response consistency

	1) “The program should be designed for Retail Electric Providers (REPs) or Load-Serving Entities (LSEs) in order to maintain customer protection requirements and align incentives properly”
	Yes. NPRR1296 is specifically designed for REPs and LSEs.
	Yes. REPs and LSEs are naturally exposed to wholesale market prices and must manage that exposure through financial and physical hedging tools, which include Residential DR. 

	2) “the program should have strong ‘pay-for-performance’ incentives”
	No. NPRR1296 does incentivize behavior, but not necessarily that aligns performance with system needs.
	Yes. A strong wholesale market price signal creates a positive internal rate of return on investment in Residential DR programs. Failure to perform results in a real economic loss for the REP or LSE. This compensates performance based on actual response to real-time system conditions, rather than through administratively determined out-of-market payments.

	3) “the program should promote innovation in retail demand response product design by REPs (and LSEs) and not restrict how competitive retail products are designed or used by those offering them”
	No. NPRR1296 specifically requires Residential DR to be used by REPs and LSEs offering it in specific ways to receive compensation – a strong incentive to design products around artificial constraints rather than market signals and customer preferences.
	Yes. REPs and LSEs are not restricted in any way other than the statutory ban on wholesale indexed retail pricing. REPs and LSEs have total freedom to innovate and identify competitive market solutions that align wholesale market signals with customer preferences.



Vistra suggests that two other principles should be incorporated into the framework for evaluating how best to enhance incentives for residential demand response:

1. The incentive structure should be consistent with, or at the very least minimize harm to, the existing market structure (currently, energy-only); and
2. The incentive structure should encourage a competitive ecosystem, and any out-of-market program must avoid contractual or technological exclusivities that create “walled gardens” that concentrate program value in a limited set of providers and force the customers of some REPs and LSEs to subsidize the business models of certain other REPs and LSEs. 

Natural wholesale market price response is also consistent with these additional principles, but NPRR1296 is not. As the Independent Market Monitor (IMM) highlighted in its February 24, 2026 comments, NPRR1296 “is not price-responsive demand response … [and] will result in over-reduction” while “remov[ing] roughly $1.5 billion of revenue from the market annually, impacting resource adequacy.”[footnoteRef:3] Vistra shares this perspective and concern. Additionally, a lesson learned from the development of the Aggregated Distributed Energy Resource (ADER) pilot project was that specific program design should encourage the development of a competitive ecosystem that encourages customer choice. It removed regulatory barriers to allow participation in the energy market that allowed all versions of ADER to compete on an equal footing. Participation has accelerated and ERCOT has helped increase participation limits as the pilot grows.[footnoteRef:4] That competitive ecosystem ensured access to limited capacity in a pilot program, but did not entail direct transfers from customers of certain REPs and LSEs to others, such as in NPRR1296. Therefore, it is critical that any out-of-market program design preserve competitive neutrality and support innovation by only allowing participation if customers can freely utilize their equipment to participate in the program with any REP of their choice. This is less of a concern with natural wholesale market price response, because the demand response incentive and value creation is internal to the REP or LSE and does not depend on direct transfers from other customers. Therefore, natural price response can incentivize additional demand response without departing from the core principle that supply and demand should respond to the same market price signal. Vistra has successfully engaged in this type of economic demand response for over a decade. [3:  https://www.ercot.com/files/docs/2026/02/24/1296NPRR-16-IMM-Comments-022426.docx ]  [4:  https://www.ercot.com/files/docs/2026/03/26/14.-ADER-Pilot-Program-Update_04012026.pdf] 


Reliant also argues that the “market design that actually exists” in ERCOT is an energy and Ancillary Service market “supplemented by capacity incentives,” and therefore a residential DR program such as NPRR1296 is “completely consistent” with current market design. Vistra respectfully disagrees. That framing overstates the case by mischaracterizing a number of mechanisms as “capacity incentives”: 

	Reliant-asserted “capacity incentive” 
	Reliant-asserted categories
	Capacity Incentive?
	Notes

	Modification of the structure of the ASDCs to send scarcity pricing signals prior to firm Load shed
	Thermal Generation, Energy Storage Resources
	No. ASDCs contribute to energy price formation, specifically valuing the conversion of reserves to energy.
	ASDCs and scarcity pricing signals also provide DR incentive from natural wholesale price response

	Procurement of Ancillary Service quantities to support operations beyond NERC standards and prevention of firm load shed
	Thermal Generation, Energy Storage Resources
	Yes and no. While AS capacity is procured and valued on a capacity basis, its value is derived from the opportunity cost of providing energy.
	AS procurement also provides DR incentives: (1) avoiding high volume/high cost intervals (allocated on load ratio share); and (2) direct participation through CLR, NCLR, ALR, or ADER.

	Implementation of new Ancillary Service products to procure capacity to support operations beyond NERC standards and prevention of firm load shed
	Thermal Generation, Energy Storage Resources
	Yes and no. While AS capacity is procured and valued on a capacity basis, its value is derived from the opportunity cost of providing energy.
	AS procurement also provides DR incentives: (1) avoiding high volume/high cost intervals (allocated on load ratio share); and (2) direct participation through CLR, NCLR, ALR, or ADER.

	Firm Fuel Supply Service
	Thermal Generation
	No. FFSS is a fuel inventory “call option” design, not a capacity-accredited portfolio standard.[footnoteRef:5] [5:  Vistra has raised this concern from the inception of FFSS, originally advocating for a capacity-accredited portfolio standard but that is not how FFSS was ultimately designed. Vistra provided a short history on pp. 2-3 and 9-10 of its August 14, 2025 comments in PUCT Project No. 58434 (https://interchange.puc.texas.gov/search/documents/?controlNumber=58434&itemNumber=11), specifically highlighting this design choice graphically: 
] 

	Notably, FFSS is a reliability service established by statute and PUCT rule and is not an ERCOT discretionary program.[footnoteRef:6] [6:  See 16 TAC § 25.520 implementing PURA § 39.159 and the Commission’s order approving the blueprint for wholesale electric market design and directives to ERCOT in PUCT Project No. 52373 (January 13, 2022): https://interchange.puc.texas.gov/search/documents/?controlNumber=52373&itemNumber=336. ] 


	Texas Energy Fund
	Thermal Generation
	Yes. The Texas Energy Fund does provide financial supports to increase thermal generation capacity.
	Notably, the Texas Energy Fund is in statute with a limited scope and timeframe,[footnoteRef:7] and is not an ERCOT discretionary program. [7:  See 16 TAC §§ 25.510 & 25.511, implementing PURA Chapter 34, Subchapter A.] 


	Contracts for Capacity
	Thermal Generation, Energy Storage Resources
	Yes. By definition, a capacity payment.
	Multiple controls to limit use cases and market impact when utilized.

	Investment Tax Credits
	Energy Storage Resources, Wind and Solar Resources
	Yes. Provides financial supports to increase renewable and storage capacity.
	Notably, it is in federal law and not an ERCOT discretionary program.

	Production Tax Credits
	Wind and Solar Resources
	Yes and No. Subsidizes energy production from renewables and storage, not capacity. But energy subsidy can augment capacity investment economics and economically harm other generation technology, particularly in an energy-only market structure.
	Notably, it is in federal law and not an ERCOT discretionary program.

	Wholesale storage load treatment (exempt from transmission charges and ERCOT Ancillary Service costs for charging load)
	Energy Storage Resources
	No. Agree with Reliant’s description of the impact, but that is not a capacity payment.
	Notably, wholesale storage load treatment is established in PUCT rule and is not an ERCOT discretionary program.[footnoteRef:8] [8:  See final order in Project No. 39917 establishing 16 TAC § 25.501 for further discussion (March 29, 2012): https://ftp.puc.texas.gov/public/puct-info/agency/rulesnlaws/subrules/electric/25.501/39917adt.pdf ] 


	4 Coincident Peak Transmission Cost Allocation
	Demand Response for Mid-to-Large Commercial and Industrial Consumers
	No. 4CP is a transmission cost allocation mechanism, not a capacity payment.
	4CP is also being evaluated for changes as required by Senate Bill 6. See PUCT Project Nos. 58484 and 58000. Notably, 4CP is established in PUCT rule and is not an ERCOT discretionary program.[footnoteRef:9]  [9:  See 16 TAC § 25.192(b)(1).] 


	Responsive Reserve Service, ERCOT Contingency Reserve Service, and Non-Spinning Reserve Service procurements for Non-Controllable Load Resources
	Demand Response for Mid-to-Large Commercial and Industrial Consumers
	Yes and no. While AS capacity is procured and valued on a capacity basis, its value is derived from the opportunity cost of providing energy.
	AS procurement also provides DR incentives: (1) avoiding high volume/high cost intervals (allocated on load ratio share); and (2) direct participation through CLR, NCLR, ALR, or ADER.

	Emergency Response Service
	Demand Response for Mid-to-Large Commercial and Industrial Consumers
	Yes. ERS is a capacity incentive, but is not limited to mid-to-large customers (Weather Sensitive ERS can include Residential DR).
	ERS deployment is limited to defined tight system conditions and is accounted for in wholesale market price formation. Notably, ERS is established in PUCT rule and is not an ERCOT discretionary program.[footnoteRef:10] [10:  See 16 TAC § 25.507.] 


	TDU Load Management Programs
	Demand Response for Mid-to-Large Commercial and Industrial Consumers
	Yes. TDU load management programs are a capacity incentive, but are not limited to mid-to-large customers (they can and do include Residential DR).
	TDU load management program deployments are limited to defined tight system conditions and should be accounted for in wholesale market price formation.[footnoteRef:11] Notably, TDU load management programs are established in statute and PUCT rule and is not an ERCOT discretionary program.[footnoteRef:12] [11:  Pending implementation of NPRR1006.]  [12:  See 16 TAC § 25.181, implementing PURA § 39.905.] 


	SB6 Large Load Demand Reduction Program
	Demand Response for Mid-to-Large Commercial and Industrial Consumers
	TBD. The details of this program have not been established yet. PUCT Staff’s scoping questions in Project No. 58482 include whether it should be procured on an as-needed or a seasonal basis. 
	While details remain to be worked out, program deployments are limited to defined tight system conditions and should be accounted for in wholesale market price formation.[footnoteRef:13] Notably, the SB6 Large Load Demand Reduction Program is established in statute and will be implemented in PUCT rule, and is not an ERCOT discretionary program.[footnoteRef:14] [13:  See PURA § 39.170(c).]  [14:  See PUCT Project No. 58484, implementing PURA § 39.170: ] 




Reliant’s list does show that Texas and federal policymakers have, at times, adopted targeted reliability tools and programs for specific purposes. However, those limited tools and policies increasingly recognize the need to be consistent with, or at the very least minimize harm to, the existing market structure (currently, energy-only), and that out-of-market programs rely on PUCT rule if not a statutory basis. They do not establish that ERCOT can create new, out-of-market programs from whole-cloth with broad capacity incentives. By focusing on whether a payment is for capacity versus energy, Reliant’s list highlights a key design principle that is missing from the residential DR program.  The changes to the ancillary service market design typically started with identification of a reliability need and then provided compensation to reward the resources that could meet those needs.  ERCOT and Reliant have not identified a unique, uncompensated system need that the residential DR program is addressing.

In addition, the two studies cited by Reliant (Charles River Associates & Brattle Group[footnoteRef:15]) do not by themselves establish that a new out-of-market residential DR program is needed or appropriate, particularly when market-based alternatives exist. In fact, Charles River Associates notes that “Load and DR resources in FERC-jurisdictional RTOs/ISOs earn the majority of their market revenues from capacity markets,” but also that ERCOT’s total DR performance is about average when compared across other RTOs/ISOs, even outperforming some.[footnoteRef:16] It should be noted that the study excludes the large amount of price-responsive load in ERCOT. Moreover, Charles River Associates does not endorse the RDR program as appropriate for the ERCOT market structure. Instead, the study answers very different questions, such as whether the RDR framework overlaps with load participation in ancillary services or other DR programs and whether proposed RDR compensation seems in-line with capacity market compensation in other markets. While the study recognizes stakeholder concerns about price formation impacts and ERCOT’s proposed heuristic approach to RDPA adjustments, it does not evaluate its effectiveness or offer alternatives. Importantly, Charles River Associates cautions that “it is essential to establish accurate baselines for DR resources to avoid undue payments to DR program administrators and prevent gaming” but also notes ERCOT’s feedback that establishing accurate baselines would be “challenging” for residential consumers.[footnoteRef:17] Vistra notes that natural price response to wholesale market price signals does not face this challenge.   [15:  https://www.ercot.com/files/docs/2026/04/13/11.1-Strategic-Discussion-on-Resource-Adequacy-and-the-Role-of-Demand-Response.pdf, https://www.ercot.com/files/docs/2026/01/16/1296NPRR-14b-Joint-Sponsors-Comments-011626.pdf]  [16:  Id. at 28-30. ]  [17:  Id. at 30-32 and 38] 


Accordingly, Vistra agrees with Reliant that it is “still important to emphasize and preserve the price signal from the energy and Ancillary Service markets to the greatest extent possible to retain the efficiency benefits and contribution to enhanced reliability.” Before creating a new out-of-market construct for one class of resource, however, ERCOT should first exhaust reforms that preserve the same price signal for all qualified resources and avoid creating walled gardens, selective subsidies, or new settlement complexity. If that is insufficient, then any out-of-market program should be authorized by statute and Commission rule and adhere to the five principles laid out in combination between Reliant’s and Vistra’s comments.
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