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	Comments


Spearmint Energy and Plus Power appreciate the opportunity to submit comments to ERCOT regarding the System Lambda Capping Process. We are grateful for ERCOT’s willingness to engage and collaborate with stakeholders to find a solution for the issue identified. Certainly, we also recognize the effort ERCOT is undertaking in implementing its Real-Time co-optimized market design, and we are mindful of the need to limit action items that take attention away from that important transition.
Spearmint and Plus Power submit these comments in support of Hunt Energy Network’s proposed amendments to Nodal Protocol Revision Request (NPRR) 1290, as originally detailed by HEN in comments submitted June 16, 2025. As both HEN and ERCOT have acknowledged in recent RTCBTF meetings, ERCOT’s current approach of setting Locational Marginal Prices (LMPs) when capping System Lambda may produce wildly off-base price signals and cause significant uncompensated losses for generating Resources. ERCOT’s proposed solution would provide make-whole payments via the emergency operations Settlement process, but while ex post compensation may mitigate financial harm caused to generating Resources, it does not solve the Real-Time inefficiencies and risks that the System Lambda capping process introduces to the market in certain conditions. 
Both ERCOT and HEN have identified instances in which the current System Lambda capping approach would produce LMPs that do not reflect underlying market conditions. These occur in times of extreme scarcity, in which the same downward revision of System Lambda is applied across all LMPs, causing some strong Real-Time prices to drop into negative territory. Resources expecting to profit from scarcity pricing instead end up losing significant sums. 
Again, we acknowledge and appreciate the efforts underway at ERCOT to prepare for Real-Time Co-optimization (RTC). We also appreciate ERCOT’s candid engagement with the System Lambda capping issue and willingness to work with stakeholders on solutions. However, we do see this as a matter that needs urgent attention. The solution proposed by HEN – to revise the equation such that the System Lambda cap will not be applied to LMPs below the Value of Lost Load (VOLL) – strikes us as a reasonable and simple measure to protect price signals. We share HEN’s view that, if at all possible, ERCOT should work to implement these proposed changes prior to RTC go-live. 
As the HEN comments acknowledge, these instances may be uncommon, but are also most likely to occur in times of extreme scarcity – in which appropriate price signals are crucial. Especially as ERCOT continues to expand its Energy Storage Resource (ESR) capacity, price distortion in extreme events would deprive the market of an important asset: the strategic bidding of ESRs. Efficient ESR participation in the energy-only market depends on pricing that reflects market conditions. The current system could potentially make it more difficult for the market to respond to a scarcity event, placing the ERCOT system at risk and sending damaging long-term signals about the energy-only market.
For these reasons, we ask ERCOT to consider implementing the amendments from HEN prior to go-live. 
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