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Ancillary Services 
 
To maintain the integrity and functionality of the electrical grid, the amount of electricity generated 
must match electric load on a second-to-second and minute-to-minute basis. This poses a challenge, as 
both generation and load are subject to sudden and unforeseen changes. 
 
In order to keep these holes filled, the Texas grid manager, the Electric Reliability Council of Texas 
(ERCOT), operates what is known as an ancillary services market. In this market, the ERCOT forecasts the 
short-term capacity it will need and then contracts on an hourly basis with generators and loads to keep 
this capacity in reserve, ready to be called on at a moment’s notice. This might involve a generator 
operating at less than full potential, with the ability to vary its output as needed. Some forms of ancillary 
services can also be provided by load itself.  
 
The ERCOT uses four types of ancillary services: Regulation up, Regulation down, Responsive Reserves 
(RRS) and Non-Spinning Reserves. These types are chiefly distinguished by response speed and are listed 
here by increasing length. Regulation services respond within a few seconds, filling in any gaps between 
load and generation that occur between the five-minute dispatch instructions. Responsive Reserves 
respond within 10 minutes, while loads providing RRS respond within seconds when low frequency is 
detected.  Non-Spinning Reserves respond within 30 minutes. 
 
Ancillary services are primarily procured via the Day Ahead market. The ERCOT determines the 
quantities to be procured and generators and loads submit offers to provide.  
 
The need for ancillary services is not due to any particular energy source: all energy sources contribute 
to the need for and costs of ancillary services, as can demand itself. While any one plant may have an 
unforeseen forced outage only rarely, the overall number of plants means that such outages are a 
regular feature of grid operation and must be accounted for.  
 
One driver of the amount of Responsive Reserves procured in the ancillary services market is the need 
to be able to withstand the loss (unplanned outage) of the two largest generating units. The larger these 
units are, the more of this type of ancillary service that the ERCOT will have to purchase to meet the 
eventuality of an outage. Currently, the two largest generating units are both South Texas Project 
nuclear units.  
 
The need for ancillary services can also be caused by load itself. Certain industrial consumers, such as 
steel mills, can have sudden spikes in demand, which must be balanced.  



 
1212 New York Ave. NW, 
Suite 900 
Washington, D.C. 20005  Free Markets. Real Solutions. 
202.525.5717  www.rstreet.org 
 
  
 

 

 
As intermittent resources, wind and solar power can also create the need for ancillary services. 
However, wind and solar do not appear to be a major driver of the ERCOT ancillary services costs. 
Annual ancillary service requirements have decreased more than 6 percent over the past 10 years, while 
during the same period, combined wind and solar installed capacity has increased from less than 10 
gigawatts (GW) to nearly 29GW—a threefold, or 300 percent, increase.   
 

 

 
 
Under current practices, the costs of ancillary services are borne by loads, proportioned by size. The 
ERCOT has previously considered proposals to change the way ancillary services are paid for by assigning 
costs to individual generators or loads, but in each case ultimately decided that total ancillary services 
costs would be lowest and most predictable using the current method.   
 
 
For more information on this subject, contact the R Street Institute, 1212 New York Ave. NW, 
Washington, D.C. 20005, 202-525-5717. 
 
Josiah Neeley                                                                                                 Beth Garza 
Senior Resident Fellow                                                                                Senior Fellow 
Energy and Environmental Policy                                                              Energy and Environmental Policy 
jneeley@rstreet.org                                                                                     bgarza@rstreet.org  
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