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	Comments


At the July 2026 Technical Advisory Committee (TAC) meeting, LCRA introduced concerns related to the 2026 Ancillary Service (AS) Methodology discrepancy. One aspect of LCRA’s concerns focused on a potential increase in Reliability Unit Commitment (RUC) activity. Specifically, LCRA identified issues with ERCOT operating with an AS plan that is on average 3,700 megawatts (MW) per hour lower than originally designed and that could lead to more out-of-market commitments. LCRA submits that what has been witnessed in the last month appears to be empirical evidence that ERCOT’s RUC activity has increased over three-fold since becoming aware of the discrepancy.
 The timing below, and apparent change in RUC procedure, leads LCRA to believe the increase is not coincidental. At the August 24, 2026 Wholesale Market Working Group (WMWG) meeting, LCRA requested an explanation of the activity and the 2026 timeline below in order to better understand if our interpretation is correct:
· January 1 – July 26 - ERCOT unknowingly operated with an AS plan that was on average 3,700 MW per hour lower than desired. ERCOT issued 1,716 RUC hours over the time period with 64% of commitments issued due to “Capacity” reasons. ERCOT has not substantiated that these “Capacity” commitments were unrelated to the 2026 AS Methodology discrepancy. 
· July 27 - ERCOT files a Market Notice identifying the 2026 AS Methodology discrepancy.

· July 29 - TAC discusses the 2026 AS Methodology discrepancy. 
· July 29 – August 25 - ERCOT begins issuing RUC commitments with a never-before-seen RUC reason of “Capacity AS”. A total of 732 RUC hours were issued for this reason over this time period. This RUC reason accounts for 84% of the total RUC hours issued over this time period. 
It appears to LCRA that ERCOT’s RUC procedure changed on July 29th after it became aware of operating in a less reliable state than desired (due to the 2026 AS Methodology discrepancy). If this is true, then market participants should be aware that absent further clarification from ERCOT, a vote on a 2027 AS Methodology that results in a lower AS plan than ERCOT desires appears to be a vote in favor of more RUC activity. LCRA’s goal is for ERCOT to procure the reliability it needs through market-based mechanisms and move away from an apparent reliance on RUC where predominantly thermal generators bear the cost of reliability (i.e., they get deployed out of merit and are compensated at cost and not their value to the system). Further, energy market prices are not reflective of the stress on the system. It is well known that resources committed through RUC are “made whole” to their costs, however thermal generators require revenue above these costs to offset necessary maintenance expenses to justify their operation in the market. Instead, LCRA recommends ensuring this reliability through the AS plan so that participants can retain necessary revenue.  

A decision to operate with a lower AS plan cannot be made in isolation, as recent ERCOT RUC behavior has proven out. If there is not a simultaneous and complimentary adjustment in ERCOT’s conservative operating posture, the situation can be likened to shortening only one leg of a stool. In order to maintain balance on this stool of reliability, ERCOT will prefer to prop up the shorter leg with RUC commitments. To that end, LCRA will not support a vote at the August TAC meeting that would seek to modify ERCOT’s preferred 2027 AS Methodology to be “more efficient” without substantiation that ERCOT’s 2026 RUC activity has not been influenced by the 2026 AS Methodology discrepancy. LCRA would, however, support a version of the 2027 AS Methodology that retains the 2026 risk credit parameters or eliminates them all together. In our view, it is not wise to believe that the headroom levels of yesteryear will continue to materialize with the amount of load ramp expected in the future. 
There is a proper time to make these coordinated decisions, and LCRA believes that it should be dependent on the reliability standard study completion where market redesign will be discussed. The Commission has already indicated that they would like to explore the effect that ERCOT’s conservative operations has had on the energy market, and LCRA believes that there may be a world where recalibrated AS Demand Curves, a more efficient AS plan, and a reduction in conservative operations posture can all serve to strengthen energy prices to the point where they are better reflective of the value that resources provide. 
� See ERCOT’s Hourly RUC Committed or Decommitted Resources report. (Between July 1 and July 28 ERCOT issued 221 RUC hours for “Capacity”. Between July 29 and August 25 ERCOT issued 732 RUC hours for “Capacity AS”.) available at https://mis.ercot.com/secure/data-products/data-product-details?id=np5-752-cd  





LCRA Comments on 2027 Ancillary Service Methodology
Page 1 of 1
PUBLIC


