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	Comments



The IMM appreciates the opportunity to comment on Nodal Protocol Revision Request (NPRR) 1315 and ERCOT’s proposed changes to the way that contracts for capacity (C4C) take place.  Our initial concerns with NPRR1315 spanned a large range of issues, but ERCOT’s comments posted on March 9, 2026, addressed most of our concerns.  Below, we list these concerns and how they are now addressed and then describe our remaining concerns. 

Addressed Concerns
Incentive Factor – In the initial proposal, any incentive factor would have been possible.  We support the removal of that language and that the incentive factor be set equal to that in Reliability Must-Run (RMR) contracts (i.e. 10%). 
Study Period – The most recent comments have specified that the two-year study period would apply to addressing local constraint issues only.  We support that the study period should not be extended to address system-wide capacity issues.  We make additional comments on the system-wide capacity issue in the next section. 
Eligible Resources – We support that the eligible resources to be contracted for capacity may only include resources that currently do not have a market incentive to be operational or available during the period where capacity is needed.  We believe that ERCOT’s March 9 comments narrowed down the list of eligible entities to a reasonable set. 



Remaining Concerns
No System-Wide Application – The current paradigm does not restrict ERCOT to use the C4C process to address a particular set of circumstances, as long as the study, determination of an emergency condition, “Request for Proposal” (RFP) process, and award take place within the current narrow timeframe.  While we understand that the study horizon to address a local constraint should be expanded to allow for resource owners to make the appropriate investments, the C4C construct should never be used to address a system-wide capacity concern. 
ERCOT should use market price signals as the sole tool for addressing system‑wide capacity needs because out‑of‑market contracts distort those signals and discourage private investment in new generation.  Local reliability issues may require out‑of‑market actions due to the narrowness of the solution set and challenges with siting and the possibility of major transmission upgrades.  However, these local conditions do not justify similar actions for system‑wide needs.  If ERCOT begins contracting for system‑wide capacity, the resulting suppression of market prices will reduce revenues for new merchant projects.  This will also create strong incentives for developers to compete for contracts instead of relying on market signals, which weakens the ability of the ERCOT market to produce new capacity.
Define “Emergency Condition” – The term “Emergency Condition” is loosely defined in the Protocols and therefore could be applied in a very lose fashion.  In other words, ERCOT could determine that under the most extreme conditions there may be a deficiency and undertake procurement to resolve this outlier possibility.  The term itself is not introduced through this NPRR and predates it by some time.  While this flexibility is warranted for short-turnaround process that is limited to “this season and the next season,” we strongly recommend the term receive a definition that is grounded in the loss-of-load probability or some other reliability metric for the local constraint issue that the C4C should aim to address.  One such set of criteria could be those of the Reliability Standard approved by the Public Utility Commission of Texas (PUCT).  For deterministic analysis, use a maximum loss of load event duration of 12 hours where the expected magnitude of load shed does not exceed the maximum number of megawatts that can be rotated within the region that is experiencing a local constraint.  An alternative is to evaluate standard EUE criteria and apply that to the trigger for an emergency.
This need for definition is even more apparent given ERCOT’s increasing use of the C4C construct in recent years.  Prior to 2023, ERCOT used it only once in the summer of 2011; since 2023, RFPs have been issued four additional times.  If ERCOT is to continue using this construct more frequently, then objective parameters should be established to guide when and how it is applied.
Forecasting Conditions – Beyond defining what the C4C construct should address, there also needs to be specificity how we arrive at the conclusion that an Emergency Condition will arise.  The most impactful tools to that end are the load and generation forecasts with full transparency of underlying data and the model used to generate the forecast.  Intuitively, ERCOT would use both the load and generation forecasts from the Report on Capacity, Demand and Reserves in the ERCOT Region (CDR) to support their conclusions, but unfortunately, the CDR report has several drawbacks that make it unsuitable to forecast a realistic model of how much generation will be available during and how loads respond to such a scenario.  We reiterate below some of our commentary from our 2024 State of the Market report regarding the CDR report. 
· It excludes most demand response resources: The CDR report does not account for the contribution of demand response capacity outside of Emergency Response Service (ERS).  According to the Annual Report on ERCOT Demand Response published in January 2026, there are 10,550 MW of NCLRs and 915 MW of CLRs that would reduce their load to a fraction of their peak demand during an Emergency Condition. 
· It still inflates load growth: While the recent rulemaking on Large Load Forecasting Criteria has put reasonable guard rails in place to forecast large loads, (1) these criteria only apply to loads with a peak demand of 75 MW or greater, and (2) there are a significant number of MW of load that are approved to energize but have not followed their load ramp schedule.  ERCOT has made this point in both their recent report to the Large Load Working Group[footnoteRef:1] (LLWG) as well as in their presentation to the Board of Directors[footnoteRef:2] last year in April.  A study of an Emergency Condition should take this into account.  [1:  https://www.ercot.com/files/docs/2026/03/12/March-TAC-Report.pdf ]  [2:  https://www.ercot.com/files/docs/2025/04/07/8.1-Long-Term-Load-Forecast-Update-2025-2031-and-Methodology-Changes.pdf ] 

· It relies on planning data: Planning data is submitted by market participants and may be incomplete or inaccurate, as it relies on voluntary self-reporting by the developer.  Without tighter controls to support the fidelity of this planning data, the generation forecast may misrepresent future conditions. 
If ERCOT intends to use a different forecast to arrive at the conclusion that an Emergency Condition is forecasted to take place, we encourage them to define it.  We understand that any issuance of an RFP is subject to the PUC’s approval of the analysis that went into coming to that conclusion.  Still, this process would be more robust if a sensible forecast was determined ahead of time. 
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