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Re:  
TAC Position Statement for Tab 8.2, 2013 Competitive Constraints, for September 18, 2012 Board of Directors (Board) Meeting

As the TAC Representative, I will represent to the ERCOT Board the affirmative action of the September 7, 2012 TAC to determine the 2013 Competitive Constraints Annual List.

TAC decided upon the 2013 Competitive Constraints Annual List based, in part, upon the following factors:

· Protocols define a Competitive Constraint as a contingency/limiting Transmission Element pair that is determined to be competitive by the TAC.  

· Protocol Section 3.19, Constraint Competiveness Tests, requires TAC to consider the results of the Constraint Competitiveness Tests (CCTs) and other relevant factors to determine whether or not a Transmission Element pair should be determined to be a Competitive Constraint.  In summary, the CCT tries to identify for each constraint whether a Market Participant can exercise market power via its offer to resolve the constraint.  Paragraph (6) of Protocol Section 3.19 future requires TAC to approve the Competitive Constraints one month prior to the annual Congestion Revenue Right (CRR) Auction.  
· TAC believes that its choice is most consistent with Public Utility Commission of Texas (PUCT) Substantive Rule 25.502, Pricing Safeguards in Markets Operated by the Electric Reliability Council of Texas, and the ERCOT Protocols.  TAC further discussed concerns that the other options under consideration were inconsistent with those rules.

· A motion to approve Option 1 failed via TAC roll call ballot (included as Attachment A) with seven votes in favor from the Generator (3) and Independent Power Marketer (IPM) (4) Market Segments, 16 opposed from the Cooperative (4), Municipal (3), Investor Owned Utility (IOU) (3), and Consumer (6) Market Segments and six abstentions from the IOU, Generator, and Independent Retail Electric Provider (IREP) (4) Market Segments.   For many constraints, Option 1 assumes that the constraints are competitive without first conducting an Element Competitiveness Index (ECI) or pivotal player test.   TAC members raised concerns that Option 1 was inconsistent with the PUC Substantive Rule 25.502.  Paragraph (f) of PUC Substantive Rule 25.502 (f) states the following:

(f) Noncompetitive constraints. ERCOT, through its stakeholder process, shall develop and submit for commission oversight and review protocols to mitigate the price effects of congestion on noncompetitive constraints. 

(1) The protocols shall specify a method by which noncompetitive constraints may be distinguished from competitive constraints. 

(2) Competitive constraints and noncompetitive constraints shall be designated annually prior to the corresponding auction of annual congestion revenue rights. A constraint may be redesignated on an interim basis.
(3) The protocols shall be designed to ensure that a noncompetitive constraint will not be treated as a competitive constraint. 

(4) The protocols shall not take effect until after the commission has exercised its oversight and review authority over these protocols as part of the implementation of the requirements of §25.501 of this title, (relating to Wholesale Market Design for the Electric Reliability Council of Texas) so that these protocols shall take effect as part of the wholesale market design required by that section. Any subsequent amendment to these protocols shall also be submitted to the commission for oversight and review, and shall not take effect unless ordered by the commission. 

(5) ERCOT, through its stakeholder process, may adopt protocols that categorize all constraints as noncompetitive constraints. Protocols adopted pursuant to this paragraph shall terminate no later than the 45th day after ERCOT begins to use nodal energy prices for resources pursuant to §25.501(f) of this title. Protocols adopted pursuant to this paragraph need not be submitted to the commission for oversight and review prior to taking effect. 

· TAC then voted via roll call ballot (included as Attachment B) to approve Option 3 as recommended by the Wholesale Market Subcommittee.  The motion passed with 19 in favor, two opposing votes from the Generator Market Segment and eight abstentions from the IOU, Generator (2), IREP (4) and IPM Market Segments.  TAC members supporting the vote opined that Option 3 is consistent with the PUCT Substantive Rules and the intent of the Protocols.  
· Finally, a motion was made to reconsider the affirmative vote at TAC on Option 3.  The motion for reconsideration was based upon a communication from the Independent Market Monitor (IMM) to a single member of TAC.  The communication indicated that the West to North stability limit constraint should be included as a competitive constraint despite it having failed the ECI test.   Given that TAC did not have the ability to communicate directly with the IMM, the motion to reconsider the TAC vote failed via roll call vote (included as Attachment C).  There were 15 votes in favor, seven opposing votes from the IOU and Consumer (7) Market Segments and three abstentions from the IOU Market Segment.   The failure of that vote prevented TAC from considering any other motions, including potentially reaffirming the Option 3 vote and adding the West to North stability limit as a competitive constraint.   
� PUC Substantive Rule 25.502 (f) excerpted with highlight added.
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