Nodal Protocol Revision Request
	NPRR Number
	1342
	NPRR Title
	Mitigated Offer Caps for Contract for Capacity Resources 

	Date Posted
	June 30, 2026

	
	

	Requested Resolution 
	Normal

	Nodal Protocol Sections Requiring Revision 
	2.1, Definitions
2.2, Acronyms
4.4.9.4.3, Mitigated Offer Cap for RMR Resources

	Related Documents Requiring Revision/Related Revision Requests
	None

	Revision Description
	This Nodal Protocol Revision Request (NPRR) creates a new process for determining the Mitigated Offer Cap (MOC) for Contract for Capacity (C4C) Resources procured through Section 6.5.1.1, ERCOT Control Area Authority.  This NPRR proposes using market design principles to allow the C4C Resource to be Dispatched but still be above other Resources that solve the same constraint.
This NPRR uses the “last-in-line” principle from NPRR826, Mitigated Offer Caps for RMR Resources, to set the MOC for C4C Resources and minimize their effect on market competition.  This NPRR sets clear requirements for using this method.  If those requirements aren't fulfilled, mitigation of the C4C Resource is determined by cost.
The C4C MOC methodology in this NPRR will only be applied to an active constraint when all of the following three conditions are true:
1)  The C4C Resource has an unloading Shift Factor more than 2% on the Transmission Facility;
2)  The C4C Resource has a greater than 5% unloading impact* on the Transmission Facility; and
3)  At least one other non-C4C Resource has a 5% or more unloading Shift Factor on the Transmission Facility.
Unloading impact is reduction of flow on the Transmission Facility and is used in ERCOT’s evaluation of whether the unit would be an effective C4C Resource.
The MOC methodology in this NPRR is similar to the NPRR826 approach and works as follows to create the line:
1)  Identify all non-Reliability Must-Run (RMR) and non-C4C Resources that have a greater than 5%* unloading Shift Factor on the Transmission Facility;
2)  Collect the highest energy offer point (mitigated if applicable) for each Resource in step 1 and convert to a Shadow Price equivalent;
3)  Select the highest value from step 2 and ensure it is less than the Shadow Price cap for the constraint by $1;
4)  Add $0.01 to the value from step 3, multiply by the Shift Factor of the C4C Resource to convert back to an energy offer equivalent, and set as the C4C MOC; and
5)  If there are multiple constraints, use the lowest value from step 4.
*5% is set as a default value and can be updated by the Technical Advisory Committee (TAC).
Finally, if possible, ERCOT should implement this NPRR with NPRR826, stop manual MOC calculations for RMR and C4C, and remove related Protocol language.

	Reason for Revision
	[image: ]  Strategic Plan Objective 1 – Be an industry leader for grid reliability and resilience
[image: ]  Strategic Plan Objective 2 - Enhance the ERCOT region’s economic competitiveness with respect to trends in wholesale power rates and retail electricity prices to consumers
[image: ]  Strategic Plan Objective 3 - Advance ERCOT, Inc. as an independent leading industry expert and an employer of choice by fostering innovation, investing in our people, and emphasizing the importance of our mission
[image: ]  General system and/or process improvement(s)
[image: ]  Regulatory requirements
[image: ]  ERCOT Board/PUCT Directive

(please select ONLY ONE – if more than one apply, please select the ONE that is most relevant)

	Justification of Reason for Revision and Market Impacts
	It is essential to good market outcomes that ERCOT’s decision to procure a C4C Resource does not interfere with market fundamentals.  Therefore, every effort must be made to identify what offers the C4C could undercut and then set the C4C MOC to a reasonable level that will help prevent that impact, while still ensuring that the offer from the C4C Resource is Dispatchable to solve the constraint it was procured for.
The benefits of locational pricing include sending a long-term investment price signal and a shorter-term operational price signal.  A long-term price signal helps identify where new generation should be sited, in consideration with other constraints, such as land availability, fuel availability, permit requirements, and other concerns.  A shorter-term signal is just as important.  A more effective price signal will encourage supply and demand Resource behavior to address the local reliability need. 
Stakeholders should support this NPRR because it offers a solution to protect the market design here in Texas and recognizes that but for ERCOT’s intervention in creating a C4C Agreement, market fundamentals would be very different.



	[bookmark: _Hlk154568842]Sponsor

	Name
	Ino Gonzalez; Kenneth Ragsdale

	E-mail Address
	Ino.Gonzalez@ercot.com; Kenneth.Ragsdale@ercot.com

	Company
	ERCOT

	Phone Number
	512-632-7927; 512-750-3505

	Cell Number
	

	Market Segment
	Not Applicable



	Market Rules Staff Contact

	Name
	Jordan Troublefield

	E-Mail Address
	Jordan.Troublefield@ercot.com

	Phone Number
	512-248-6521



	Opinions

	Credit Review
	To be determined

	Independent Market Monitor Opinion
	To be determined

	ERCOT Opinion
	ERCOT supports approval of NPRR1342.

	ERCOT Market Impact Statement
	ERCOT Staff has reviewed NPRR1342 and believes that it provides a positive market impact and general process improvement by creating a new process for determining the MOC for C4C Resources procured through Section 6.5.1.1.



	Market Rules Notes


Please note the following NPRR(s) also propose revisions to the following section(s):
· NPRR1330, Mitigated Offer Caps for RMR Units
· Section 4.4.9.4.3
	Proposed Protocol Language Revision



[bookmark: _Toc118224533][bookmark: _Toc118909601][bookmark: _Toc205190424]2.1 DEFINITIONS
Mitigated Offer Cap (MOC)
An upper limit on the price of an offer as detailed in Section 4.4.9.4.1, Mitigated Offer Cap.
	[NPRR826:  Replace the above definition “Mitigated Offer Cap (MOC)” with the following upon system implementation:]
Mitigated Offer Cap (MOC) 
An upper limit on the price of an offer as detailed in Section 4.4.9.4.1, Mitigated Offer Cap, and Section 4.4.9.4.3, Mitigated Offer Cap for RMR Resources and Procured Contract for Capacity (C4C) Resources, and Section 6.5.1.1, ERCOT Control Area Authority, for Contract for Capacity (C4C) Resources procured.



2.2 ACRONYMS AND ABBREVIATIONS
C4C	Contract for Capacity

	[NPRR826:  Insert Section 4.4.9.4.3 below upon system implementation:]
[bookmark: _Toc221192002]4.4.9.4.3	Mitigated Offer Cap for RMR Resources and Procured Contract for Capacity (C4C) Resources	Comment by ERCOT Market Rules: Please note NPRR1330 also proposes revisions to this section.
(1)	For each Resource contracted by ERCOT under Section 3.14.1, Reliability Must Run, or Section 6.5.1.1, ERCOT Control Area Authority, the Resource’s MOC curve for use in the SCED process is determined using the steps below when the Resource’s offer is subject to mitigation in accordance with Section 3.19, Constraint Competitiveness Tests.  The single price ($/MWh) value determined below will be used as the MOC curve for the full operating range of the Resource.  The calculations will occur between the first and second step within the SCED process as well as during the process for determining Real-Time On-Line Reliability Deployment Price Adder.  This analysis will only be applied to active constraints for which the contracted Resource has a more than 2% unloading Shift Factor on the Transmission Facility(s), more than 5% unloading impact on the Transmission Facility(s) based on telemetered HSL, and if at least one other Resource not contracted by ERCOT under Section 3.14.1 or Section 6.5.1.1 has an unloading Shift Factor of 5% or more relative to the constraint(s).  If this criteria is not met, the MOC curve for the RMR or C4C Resource shall be calculated in accordance with Section 4.4.9.4.1, Mitigated Offer Cap, and Section 5.6.1, Verifiable Costs. 
(a)	For each Resource that is not a Resource contracted by ERCOT under Section 3.14.1 or paragraph (4) of Section 6.5.1.1 and that has an unloading Shift Factor of at least RMRSF or C4CSF percent relative to the constraint(s), determine the higher of zero or the difference between the price ($/MWh) at HSL from the Energy Offer Curves or Energy Bid/Offer Curves determined for use in SCED Step 2, which may or may not be mitigated, and system lambda from SCED Step 1 and divide that difference by the absolute value of that Resource’s Shift Factor for the corresponding constraint.  The value of RMRSF or C4CSF will default to 5% until a different value is approved by TAC considering the analysis and data used by ERCOT to determine the need for the contracted Resource under Section 3.14.1 or paragraph (4) of Section 6.5.1.1.  ERCOT shall post the current TAC-approved value(s) of RMRSF or C4CSF on the ERCOT website.
(b)	For each constraint, identify the largest value determined in paragraph (a) above that is less than maximum Shadow Price for the specific constraint.  
(c)	For each SCED interval for each constraint, determine a value equal to the minimum of:
(i)	The value determined in paragraph (b) above plus $0.01/MWh; and
(ii)	The maximum Shadow Price for the constraint minus $1/MWh.
(d)	For each SCED interval for each constraint, multiply the resulting value from paragraph (c) above by the absolute value of the Shift Factor of the Resource contracted by ERCOT to the corresponding constraint.  For SCED intervals in which there are multiple constraints which are being analyzed, the lowest value is used for the SCED interval.
(e)	If the value from paragraph (b) above for any constraint analyzed is zero, the MOC curve for the RMR or C4C Resource shall be calculated in accordance with Section 4.4.9.4.1 and Section 5.6.1.  If the value from paragraph (b) above for every constraint analyzed is greater than zero, the RMR or C4C Resource’s MOC curve for use in Step 2 of the SCED process is the sum of system lambda from Step 1 of SCED in the interval and the value from (d) above. 
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