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Don J. Clevenger 
Senior Counsel 

Legal 
1601 Bryan Street,6th Floor 
Dallas,TX 75201 

Tel: 214 812 3008 
Fax: 21 4 81 2 6032 
dclevenger@txu.com May 11,2005 

By Hand 

Filing Clerk 
Public Utility Commission of Texas 
1701 N. Congress Avenue 
P.O. Box 13326 
Austin, Texas 7871 1-3326 c 

I’ r 

Re: PUCT Project No. 26268 -- TXU Generation Company LP’s 52’ 
Notice of the July 2005 Capacity Auction Pursuant to Substantive Rule : 
25.38 1 (h)(2)(B) 1 

Dear Filing Clerk: 

C> 

1 -- 

t 

.. 

P.U.C. Substantive Rule 25.38 1 (h)(2)(B) requires affiliated power 
generation companies offering capacity auction entitlements in the July 
2005 Capacity Auction to file a notice of the pending auction with the 
Commission by May 1 I, 2005. Pursuant to Substantive Rule 25.3 8 1, the 
notice must include information such as the types, quantity, and terms of 
entitlements available in the auction. 

TXU Generation Company LP (“TXU Power”) will offer capacity auction 
entitlements in the July 2005 Capacity Auction. In compliance with 
Substantive Rule 25.38 1 @)(2)(B), TXU Power offers the attached 
Executive Summary and Exhibit A as its 60 day notice for the July 2005 
Capacity Auction. 

Please note that TXU Power has not included in its July 2005 Capacity 
Auction entitlements from the following peaking combustion turbine 
generating units: DeCordova CTl , DeCordova CT2, DeCordova CT3, 
DeCordova CT4, Permian Basin CTl , Permian Basin CT2, Permian Basin 
CT3, Permian Basin CT4, and Permian Basin CT5. TXU Power does not 
own these combustion turbine units, has ceased to operate these units for 
its own benefit, and has relinquished control of them through tolling 
agreements executed with an unaffiliated counterparty. 
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Additionally, TXU Power has not included in its July 2005 Capacity 
Auction entitlements from the following cyclic gas-fired steam-electric 
generating units: Valley STl, Valley ST3, Collin, Eagle Mountain ST1, 
Eagle Mountain ST2, and Eagle Mountain ST3. As explained in the 
affidavit separately filed in Project No. 26268 by Mr. Richard Wistrand, 
Senior Vice President and Chief Fossil Officer of TXU Generation 
Management Company LLC, TXU Power does not consider these units to 
be potentially marketable electric generation capacity because TXU Power 
will disconnect these cyclic gas-fired steam-electric generating units from 
the ERCOT transmission system and will not reconnect these facilities or 
operate them during the 12-month period commencing on May 13,2005. 

Generation from all of the above-referenced units is not part of TXU 
Power’s jurisdictional installed generation capacity under Substantive 
Rule 25.381(~)(14) and, therefore, is not subject to auction under 
Substantive Rule 25.381(d). By removing these units from the July 2005 
Capacity Auction, the TXU Power gas-peaking entitlements that will be 
offered in the July 2005 Capacity Auction will be reduced by four (4) 
entitlements and the TXU Power gas-cyclic entitlements that will offered 
in :he July 2005 Capacity Auction will be reduced by four (4) 
entitlements. 

Please direct any questions regarding this notice of the July 2005 Capacity 
Auction to Dennis Hogan of TXU Power at (214) 812-7088 or to me at the 
number above. 

Sincerely, 

Don J. Clevenger 

Attachments 
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TXU GENERATION COMPANY LP’S 60 DAY NOTICE OF 
THE July 2005 CAPACITY AUCTION 

PURSUANT TO SUBSTANTIVE RULE 25.381(hM2MB) 

EXECUTIVE SUMMARY 

Pursuant to P.U.C. SUBST. R. 25.381(h)(2)(B), affiliated power generation companies (as 

defined by the rule) offering capacity entitlements in the July 2005 Capacity Auction must file 

notice of the July 2005 auction with the Commission by no later than May 11, 2005. In 

compliance with P.U.C. SUBST. R. 25.381 (h)(2)(B), TXU Generation Company LP (“TXU 

Power”), an affiliated PGC unbundled from TXU US Holdings Company ( W d  TXU Electric 

Company) offers this Executive Summary and Exhibit A attached hereto as its 60 day notice 

filing for the July 2005 Capacity Auction. 

I. Exhibit A - Description of TXU Power’s Julv 2005 Capacitv Auction 

Exhibit A provides a general description of the capacity auction process and the nature of 

products that will be available in TXU Power’s July 2005 Capacity Auction. Exhibit A also 

provides step-by-step instructions on how a potential bidder can participate in TXU Power’s July 

2005 Capacity Auction. 

Under P.U.C. SUBST. R. 25.381(h)(2)(B)(ii), an affiliated power generation company’s 60 

day notice must include the auction start date, the time by which bids must be received for the 

first round of the auction, and the range of bid increments for each product type to be used to 

adjust the prices of the entitlements between rounds of the auction. Exhibit A provides that 

information for the July 2005 Capacity Auction. 

A. ADpendix 1 - DescriDtion of the Generatinp Units assimed to the TXU 
Power CaDacitv Auction 

P.U.C. SUBST. R. 25.38 l(h)(2)(B)(ii) requires affiliated power generation companies to 

include in their 60 day notices: the types of entitlements available in the auction; congestion 
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zones for entitlements available in the auction; and the specific power generation units that will 

be used to support each entitlement available in the auction. Exhibit A, Appendix 1 provides that 

information for the TXU Power July 2005 Capacity Auction. Appendix 1 also provides the 

amount of capacity (in MW) associated with each of TXU Power’s generating units used to 

support the entitlements. 

Please note that TXU Power has not included in its July 2005 Capacity Auction 

entitlements from the following peaking combustion turbine generating units: DeCordova CT1, 

DeCordova CT2, DeCordova CT3, DeCordova CT4, Permian Basin CT1, Permian Basin CT2, 

Permian Basin CT3, Permian Basin CT4, and Permian Basin CT5. TXU Power does not own 

these combustion turbine units, has ceased to operate these units for its own benefit, and has 

relinquished control of them through tolling agreements executed with an unaffiliated 

counterparty. 

Additionally, TXU Power has not included in its July 2005 Capacity Auction 

entitlements from the following cyclic gas-fired steam-electric generating units: Valley ST1, 

Valley ST3, Collin, Eagle Mountain ST1, Eagle Mountain ST2, and Eagle Mountain ST3. As 

explained in the affidavit separately filed in Project No. 26268 by Mr. Richard Wistrand, Senior 

Vice President and Chief Fossil Officer of TXU Generation Management Company LLC, TXU 

Power does not consider these units to be potentially marketable electric generation capacity 

because TXU Power will disconnect the units from the ERCOT transmission system and will not 

reconnect these units or operate them during the 12-month period commencing on May 12,2005. 

Generation from all of the above-referenced units is not part of TXU Power’s 

jurisdictional installed generation capacity under Substantive Rule 25.3 8 1 (c)( 14) and, therefore, 

is not subject to auction under Substantive Rule 25.381(d). By removing these units from the 
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July 2005 Capacity Auction, the TXU Power gas-peaking entitlements that will be offered in the 

July 2005 Capacity Auction will be reduced by four (4) entitlements and the TXU Power gas- 

cyclic entitlements that will offered in the July 2005 Capacity Auction will be reduced by four 

(4) entitlements. 

B. Appendix 2 - Description of the Entitlements in the TXU Power 
CaDacitv Auction 

P.U.C. SUBST. R. 25.381 (h)(2)(B)(ii) requires affiliated power generation companies to 

include in their 60 day notices the terms and quantity of entitlements available in the auction. 

Exhibit A, Appendix 2 lists the terms and quantity of the TXU Power entitlements available in 

the TXU Power July 2005 Capacity Auction, m h e r  categorized by product type and congestion 

zone. 

P.U.C. SUBST. R. 25.38 1 (h)(2)(B)(ii) requires an affiliated power generation campany to 

include in its notice the fuel costs charged if baseload entitlements are being auctioned. Exhibit 

A, Appendix 2 presents the fuel costs for the baseload entitlements being offered in the TXU 

Power July 2005 Capacity Auction. 

P.U.C. SUBST. R. 25.38 1 (h)(7)(C) provides that affiliated power generation companies 

may make available in their 60 day notices the opening bid price for each type of entitlement 

available in the auction as calculated pursuant to the Commission-approved methodology for 

determining opening bid prices. Exhibit A, Appendix 2 provides TXU Power’s opening bid 

prices for the entitlements available in the July 2005 Capacity Auction. 

P.U.C. SUBST. R. 25.381 (e)(5) provides that affiliated power generation companies shall 

specify in their 60 day notices the point on the transmission system where energy from each 

entitlement is delivered to the buyer. Exhibit A, Appendix 2 lists this information for each 

entitlement offered by TXU Power in the July 2005 Capacity Auction. 
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P.U.C.’ SUBST. R. 25.381(e)(l) provides that the available entitlements for the months of 

Mach, April, May, October, and November may be reduced in proportion to the average 

planned outage rate of the generating units associated with each type of entitlement. TXU 

Electric Company filed the planned outage histories for TXU Power in its filing in P.U.C. Project 

No. 21405 on March 5,2001. TXU Power has made the adjustments allowed by P.U.C. SUBST. 

R. 25.381(e)(l) in Exhibit A, Appendix 2, in accordance with the Rule and its planned outage 

histories. 

11. Reservation of RiPhts 

TXU Power reserves the right to revise this filing, as necessary, to comply with the any 

final orders issued by the Commission that address issues relating to the July 2005 Capacity 

Auction. TXU Power also reserves the right to revise its 60 day notice, as necessary, prior to the 

July 2005 Capacity Auction to clarify or correct any and all errors or omissions that it may 

contain. 
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TXU 
Description of TXU Generation Company LP’s 

July 2005 Capacity Auction 

http://www.txucorp.com/CapacityAuction 

May 11,2005 
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I. 

11. 

111. 

IV. 

OVERVZEW 

This document (“Auction Description”) describes the July 2005 capacity auction being 
conducted by TXU Generation Company LP (“TXU Power”), a power generating company. 

PURPOSE OF CAPACITY AUCTION 

The purpose of the capacity auction, as mandated by Senate Bill 7 and Public Utility 
Commission of Texas (“PUCT”) Substantive Rule 25.38 1, is to promote competitiveness in the 
wholesale market through increased availability of generation and increased liquidity by 
requiring each power generating company (“PGC”) affiliated with an electric utility with at 
least 400 megawatts of Texas-jurisdictional installed generation capacity to sell at auction 
entitlements to at least 15% of that capacity. I 

DESCRIPTION OF TXU GENERATION COMPANY LP 

TXU Power is a PGC that was unbundled from TXU Electric Company and that is a subsidiary 
of TXU Corp. The capacity auction includes the required number of entitlements fkorn the 
following PGCs affiliated with TXU US Holdings Company ( W a  TXU Electric Company): 
TXU Generation Company LP, TXU Big Brown Company LP, TXU Tradinghouse Company 
LP, and TXU DeCordova Company LP. 

CAPACITY AUCTION PRODUCTS 

The entitlements that TXU Power will be auctioning are of four specific product types: 
Baseload, Gas-Intermediate, Gas-Cyclic, and Gas-Peaking. All of the products can be used to 
provide Ancillary Services, while the Gas-Intermediate, Gas-Cyclic, and Gas-Peaking 
products offer flexible start and stop options coupled with known heat rates and specified daily 
and monthly gas indices. Although these products have different characteristics, they have one 
thing in common: they are each far superior to a unit-specific product. Here are just some of the 
reasons why: 

These entitlements are at least 98% firm; they can be interrupted only if all of the 
generating units that make up that product type suffer forced outages at the same 
time, and even then outages are limited to 2% of the hours in a month. 
These entitlements are system-power products, i.e., they are supported by the entire 
TXU generating portfolio in ERCOT (described in Appendix 1 below) across the 
ERCOT Commercially Significant Constraint Zones (“CSC Zones” or “Congestion 
Zones”) (e.g., North 2005, Northeast 2005, South 2005, West 2005, and Houston 
2005). 
These entitlements are standardized; all capacity auction entitlements of a particular 
product type in this Capacity Auction have exactly the same size, term, and other 
characteristics, no matter what company is the seller, making the entitlements much 
more liquid and easily tradeable than unit-specific products. 
These entitlements give the buyer the ability to self-provide, and to bid, Ancillary 
Services into the ERCOT Ancillary Services market. 

1 
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V. SUMMARY OF IMPORTANT DATES 

June 13,2005: Last day to submit documents required to bid and 
be assured of ability to participate (Sec. VII.A.2 
below) 

July 1,2005: Target date to return signed Capacity Auction 
Master Agreement (Sec. VII.A.6 below) 

July 7,2005: Last day to return signed Capacity Auction Master 
Agreement (Sec. VII.A.6 below) 

July 11,2005: Auction begins 

VI. CONFIDENTIALITY OF BIDDING INFORMATION AND PROHIBITION OF 
COLLUSION 

A. From and after June 13,2005, until the end of July 3 1,2005, all applicants are 
prohibited from cooperating, collaborating, discussing or disclosing in any manner the 
substance of their bids or bidding strategies in the TXU Power Capacity Auction (other 
than with or to applicant’s employees, lenders, counsel, accountants, or advisors who 
have a need to know such information and have agreed to keep such information 
confidential), or discussing or negotiating settlement agreements with other applicants, 
unless those applicants are members of a bidding consortium or other joint bidding 
arrangement identified in a written notice to TXU Power at the address specified in 
Section VI1.B below that is received on or before July 1,2005. 

B. TXU Power shall keep all of the bids that applicant submits in the TXU Power Capacity 
Auction confidential and shall not disclose them to a third party (other than TXU 
Power’s employees, lenders, counsel, accountants, or advisors who have a need to know 
such information and have agreed to keep such bidding information confidential) except 
to comply with any applicable law, regulation, or exchange rule. This obligation 
expires on July 3 1,2006. 

VII. INSTRUCTIONS ON HOW TO PARTICIPATE IN AUCTION 

A. Application and Approval 

1. Applicant must access the TXU Power Capacity Auction Information Web Site 
(http://www.txucorp.com/CapacityAuction) to download the necessary forms to 
obtain approval to participate in the TXU Power Capacity Auction. 

2. By no later than June 13,2005, applicant must submit the following documents 
(that may be downloaded fi-om the TXU Power Capacity Auction Information 
Web Site), properly completed and signed (except where indicated otherwise), 
to the address set out in Section VI1.B below, to be assured that its application 
will be reviewed before the auction starts: 

2 

12 

http://www.txucorp.com/CapacityAuction


- a. TXU Power Credit Application; 

b. Any credit instruments upon which the applicant is relying. 

(i) The credit instrument forms on the TXU Power Capacity Auction 
Information Web Site are provided as acceptable forms, but TXU 
Power is willing to consider other credit instrument forms; 

(ii) If an applicant proposes to use a surety bond to satisfy its credit 
requirements, then TXU Power and the applicant will negotiate in 
good faith to agree on a form for the surety bond that is 
reasonably acceptable to an issuer of surety bonds; and 

c. An unsigned copy of the first page of the Cover Sheet of the version of 
the EEVNEMA Master Power Purchase & Sale Agreement (“Master 
Agreement”), which may be downloaded from the TXU Power Capacity 
Auction Information Web Site, with the applicant’s notice information 
filled in the appropriate blanks for Party B. 

3. Credit approval for applicants will be performed using one of the following 
methods. Documents are to be provided both electronically in Microsoft Word 
format and by executed paper copy. 

a. Applicant holds an investment-grade credit rating (at least BBB- or Baa3 
from Standard and Poor’s or Moody’s, respectively, or an equivalent). 
TXU Power will use the credit standards set out in the PUCT Substantive 
Rule 25.381 for determining the applicant’s credit limits based upon its 
investment-grade credit ratings. 

b. Applicant provides an escrowed deposit equal to the bid amount plus the 
amount that would be paid to exercise the entitlement for the duration of 
the entitlement at the assumed dispatch determined under PUCT 
Substantive Rule 25.381. TXU Power does not have a suggested form 
for an escrow agreement. 

c. Applicant provides a letter of credit or surety bond, irrevocable for the 
duration of the entitlement, equal to the bid amount plus the amount that 
would be paid to exercise the entitlement for the duration of the 
entitlement at the assumed dispatch determined under PUCT Substantive 
Rule 25.381. See the TXU Power Capacity Auction Information Web 
Site to download copies of acceptable forms of a letter of credit and of a 
surety bond. 

d. Applicant provides a guaranty from another entity with an investment 
grade credit rating (BBB- or Baa3 from Standard and Poor’s or Moody’s, 
respectively, or an equivalent). TXU Power will use the standards in 
PUCT Substantive Rule 25.381 for determining the other entity’s credit 
limits based upon its investment-grade credit ratings. See the TXU 
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Power Capacity Auction Information Web Site to download a copy of an 
acceptable guaranty agreement. 

e. If the applicant is a municipality or electric cooperative that is not 
publicly rated, then the applicant’s credit amount will be the amount 
determined by the standards in PUCT Substantive Rule 25.38 1. 

f. If the applicant is a privately-held entity that is not publicly rated, then 
the applicant’s credit amount will be the amount determined by the 
standards in PUCT Substantive Rule 25.38 1. 

g. Applicant makes other suitable arrangements with TXU Power, which 
arrangements TXU Power must make available on a non-discriminatory 
basis. 

4. For Gas-Intermediate entitlements, the assumed dispatch will be priced using 
the NYMEX gas futures value for the appropriate eastern (Henry Hub) or 
western zone (a weighted average price of Henry Hub and Houston Ship 
Channel) that is published on July 8,2005, to estimate the dollar amount 
required to exercise the intermediate entitlements. 

5.  The determination of the amount of credit available to an approved bidder will 
take into account arly outstanding commitments that an approved bidder has for 
existing capacity auction entitlements. 

If the applicant’s documents submitted are in order, then TXU Power will notifL 
the applicant in writing within 10 business days after the applicant has submitted 
the required information whether its application for credit has been approved 
and, if so, what the applicant’s credit limit will be for participation in TXU 
Power’s Capacity Auction. 

6 .  

7. If the applicant has been approved, then TXU Power will also send the approved 
bidder a completed Master Agreement executed by TXU Power. The approved 
bidder should attempt to execute and return the executed Master Agreement to 
TXU Power so that it is received by no later than July 1,2005, and it must 
execute and return the Master Agreement so that it is received by TXU Power 
by no later than July 7,2005. 

8. TXU Power will provide a password or passwords to the approved bidder to 
allow it access to the TXU Power Capacity Auction web site and to allow it to 
bid by no later than July 8,2005. 

9. An approved bidder may not request or receive additional credit after the auction 
starts. 
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B. Delivery of Bidding Documents 

All credit applications and credit instruments must be received by TXU Power by no 
later than 5:OO PM on June 13,2005, for an applicant to be assured that its application 
will be reviewed before the auction starts. Send these documents to: 

Capacity Auction Coordinator 
TXU Power 1717 Main Street, Room 19-275 
Dallas, TX 75201 

C. Description of Entitlements 

Each entitlement is a 25 MW block of capacity for one calendar month. See Appendix 2 
for a detailed description of the entitlements being auctioned: by product type, by term, 
and by CSC Zones. 

D. How the Auction Works 

1. Opening Bid Prices 

TXU Power’s opening bid prices, determined in accordance with PUCT 
Substantive Rule 25.381, are listed in Appendix 2. 

2. Price Changes Between Rounds 

TXU Power will determine bid increments for each product type based on the 
methodology described in PUCT Substantive Rule 25.381 using the following 
ranges of entitlements: 

Product Range 

Baseload $0.05 to $0.75 

Gas-intennediate $0.02 to $0.30 

Gas-cyclic $0.02 to $0.30 

Gas-peaking $0.02 to $0.30 

3. Conduct of Auction. 

The auction will be conducted in accordance with PUCT Substantive Rule 
25.381 and with the Second Revised ERCOT Capacity Auction Switching 
Procedures that were approved by the PUCT in Docket No. 25880 (the 
“Switching Procedures”). 
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4. I Winners Will Be Announced 

After entitlements are awarded, all bidders and the PUCT will be notified of the 
outcome of the auction. 

5. Timing of Auction 

a. All times in this document are in local Dallas, Texas time. 

b. The TXU Power Capacity Auction will start on July 11,2005, with the 
first round starting at 8:OO a.m. and the last round on each day starting no 
later than 4:OO p.m. Each auction round will last 30 minutes, with 30- 
minute periods between rounds. For example, the first round of bidding 
will start at 8:OO a.m. and end at 8:30 a.m., the second round will start at 
9:OO a.m. and end at 9:30 a.m., etc. 

VIII. MISCELLANEOUS 

A. TXU Power is not liable for non-performance or late performance of any obligation in 
connection with the TXU Power Capacity Auction, to the extent and for such a period 
of time as such non-performance or late performance is due to reasons beyond TXU 
Power’s reasonable control (“Force Majeure”), including, but not limited to, act of God, 
civil or ethnic unrest, shortage or unavailability of labor, revolution or insurrection, war 
(whether declared or not), terrorist activity, religious events, bombings, blockages, 
embargoes, general labor strikes, power failures, acts, restrictions, regulations, by-laws, 
prohibitions, or measures of any kind on the part of any governmental authority or any 
governmental regulations imposed after the fact, import or export regulations or 
embargoes, acts or defaults of any telecommunications provider, circumstances where 
communications lines (whether in Dallas, Texas or elsewhere) cannot be used for 
reasons attributable to third party telecommunications providers, fire, explosions, 
floods, earthquakes, or any other natural disaster, chemical contamination, 
unavailability of equipment or components not caused by TXU Power’s act or default. 
In the event of Force Majeure, all parties are relieved of performing any obligations in 
connection with the TXU Power Capacity Auction that are affected by the Force 
Majeure event. 

B. Applicant acknowledges that TXU Power has the sole responsibility to award any bids 
and may, at its sole discretion, reject any or all bids. 

IX. MODIFICATIONS AND SUPPLEMENTS 

TXU Power reserves the right to modify or supplement this Auction Description by issuing one 
or more addenda from time to time before the auction starts. One or more final orders of the 
PUCT may require modifications to this Auction Description. Those addenda become a part of 
this Auction Description. 
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X. WEBSITE 

This Auction Description, addenda to this Auction Description, and other important 
information about this Capacity Auction are on the TXU Power Capacity Auction Information 
Web Site at http://www.txucom.codCaDacitvAuction. 

XI. CONTACT INFORMATION 

For further information about this Capacity Auction, contact either: 

Name Fax E-Mail 

Robert Spangler (2 14) 875-9278 robert.smnder@,txu 
.corn - 

Dennis Hogan (2 14) 8 12-7088 dhomrQ@,txu.com 
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APPENDIX 1 . 

GENERATION CAPACllY AUCTION 
DESCRIPTION OF GENER, iTlNG JNITS ASSIGNED TO THE TXU 
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CERTIFICATE OF SERVICE 

I hereby certify that a true and correct copy of the foregoing was mailed by United States 

mail, postage prepaid, or delivered via Facsimile, Federal Express, or hand delivery on the 1 1 th 

day of May, 2005, to the parties of record in PUCT Docket No. 23774, Proceeding to Implement 

the Capacity Auction Rule; PUCT Docket No. 24888, Proceeding to Address March 2002 and 

July 2002 Capacity Auctions; PUCT Project No. 24492, Rulemaking Proceeding to Revise 

Substantive Rule $ 25.381, Capacity Auctions, PUCT Docket No. 25880, Proceeding to 

Implement Switching Procedures for ERCOT Capacity Auctions and PUCT Project No. 27826, 

Rulemaking to Require Another Set of Two-Year Strips Under the Capacity Auction Rule, 

25.381, Capacity Auctions. 
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