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ERCOT: Electric Reliability Council of Texas

● Manages the flow of electric power to 27 million Texans 
(~90% of state load)

● Covers ~75% of Texas land area

● Independent system operator (ISO)

● Oversees operation of the electric grid and wholesale electricity 
market

Mission: To ensure reliable operation of the electric grid and 
facilitate a competitive, efficient electricity market.

What is ercot
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How the ercot market works
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● Energy-Only Market: No payments to keep plants 
online in reserve

● Real-Time Market: Prices based on real-time supply 
and demand

● Day-Ahead Market: Bids submitted for expected 
demand 24 hours in advance

● Ancillary Services: Reserve capacity and grid support 
services



Different u.s. electricity market types
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Market Type Who Uses It Key Features

Vertically Integrated Southeast, Northwest Utilities own generation + 
delivery

Energy + Capacity PJM, NYISO, ISO-NE Payments for both energy and 
backup

Energy-Only ERCOT (only one) No capacity payments



energy only market - what does that mean?
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XXX

XXX

XXX

● Generators paid only for energy sold

● No long-term capacity payments

● Higher scarcity prices intended to encourage investment

● Risk: Fewer incentives for backup capacity

● Unique in U.S.: No other major U.S. market operates this way



Key players in the ercot market
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● Generators: Power producers (e.g., gas, wind, solar, nuclear, coal)

○ Competitive market; plants bid into wholesale market

● Retail Electric Providers (REPs): Sell power to consumers

○ Competitive in deregulated areas; customers pick suppliers

● Transmission and Distribution Utilities (TDUs): Maintain poles and wires

○ Regulated utilities (e.g., Oncor, CenterPoint)

● Consumers: Residential, commercial, industrial users

● ERCOT: Coordinates and settles market transactions



What About MUnis & co-ops?
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XXX
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● Municipal Utilities (Munis): City-owned, vertically integrated (e.g., Austin Energy, CPS 
Energy)

● Electric Cooperatives (Co-Ops): Owned by members, often rural (e.g., Pedernales 
Electric)

● Some are inside ERCOT, others outside

● Not required to participate in competitive retail market (Lubbock does)

● Buy (and some sell) power into the ERCOT Wholesale market



LATEST updates
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Latest Updates
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