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[bookmark: _Toc467153237][bookmark: _Toc136293568][bookmark: _Hlk154568500]3.4	Additional Rules for Submitting Fuel Costs 
(1)	All Filing EntitiesResources that have been approved for Vverifiable costs Costs (VC) will receive a default fuel adder of $0.50/MMBtu, unless the Filing Entity elects to submit an actual fuel adder ($/MMBtu) for each Resource for verification and approval by ERCOT.  For a coal-fired or lignite-fired Resources, with actual coal fuel adders (ACFA) ($/MMBtu), the applicable methodology to calculate the ACFA is deult fuel adder will be set quarterly to the maximum of $0.50/MMBtu or the Cofaal Fuel Adder (CF)($/MMBtu), where CF is determined by ERCOT quarterly as described in Section 14, Appendices, Appendix 11, Procedure for Determining the Actual Coal Fuel Adder for Coal and Lignite Resources with Approved Verifiable Costs.  The default fuel adder for all Resources with VC will remain the default amount specified above until the Filing Entity establishes an actual fuel adder or an actual coal fuel adderin those verifiable costs and . Once an actual fuel adder or actual coal fuel adder has been approved, the Filing Entity must continue to provide actual fuel costs as prescribed in paragraph (2) below; failure to do so will cause the actual fuel adder or actual coal fuel adder to be reset to the default fuel adder value.  The fuel adder is included in the value of X for the Resource (VOXR) as described in Section 14, Appendix 6, Calculation and Application of Proxy Heat Rate and the Value of X for the Resource. 
[bookmark: _Hlk158109337](2)	Any Filing Entity that submits an actual fuel adder for a natural gas Resource must provide documentation that establishes the historical variable costs for fuel, transportation, spot fuel, storage, and any additional verifiable cost associated with fuel contracts that can be easily differentiated from the standard commodity cost of fuel and clearly attributable to the Resource for the period.  The fuel adder  for a rolling 12-month period is the difference between the Filing Entity’s average fuel price paid (including only variable fees) during the period and the fuel price utilized by ERCOT for the corresponding Resource.  The Filing Entity shall provide rolling 12-month supporting data to verify total fuel price for all purchased volumes to support the actual Resource fuel consumption.  Data to support these costs should include, but are not limited to, accounting ledger entries, invoices, and copies of fuel contracts.  In addition, the actual costs used to calculate the fuel adder may include variable costs associated with, but not limited to, the following categories: transportation, commodity, deliveries, storage, injection, withdrawal, and imbalance fees.  Other variable costs not described herein may be included if approved by ERCOT.	Comment by Shanks, Magie: Since its mentioned that the gas submission should include 12 months of data, do we need a new sentence/paragraph in this section that describes the 6 months for coal? 	Comment by McGuire, Joshua: Added separate paragraph for coal fuel adders.  Paragraphs (2) and (3) apply to natural gas.  Paragraph (4) is only for coal.	Comment by Shanks, Magie: The supporting data list is also for coal, correct? Because the way it is listed it seems like it is only for gas. 	Comment by McGuire, Joshua: See above comment.
(3)	Notwithstanding paragraph (2) above, fuel adders shall not include actual fuel purchases used in the calculation of the RUC Guarantee as described in Protocol Section 9.14.7, Disputes for RUC Make-Whole Payment for Fuel Costs. 
(4)	Any Filing Entity that submits an actual coal fuel adder must provide documentation for a rolling 6-month period to support the actual costs or index prices used to value the commodity and any included variable transportation costs used in the calculation of the actual coal fuel adder.  Data to support actual costs should include, but are not limited to, accounting ledger entries and invoices.
(45)	Review and approval of a fuel adder or an actualcoal fuel adder fuel costs follows the same timeline as verifiable costs; however, ERCOT may require additional time to verify the fuel costs based on the complexity of the submission.  In such case, ERCOT will notify the Filing Entity if additional time is needed.  For clarification on the submission timeline for the fuel adder or actual coal fuel adder, please see the table below.  The fuel adder for the next period will be implemented the first day of the month after fuel costs have been approved or as soon as practicable if the ERCOT Review Period has passed. 

	Submission Months
	Submission Period
	ERCOT Review Period[footnoteRef:1] [1:  ERCOT will approve fuel adders during the Review Period unless it determines additional time is needed.] 


	March of previous year  
to 
February of current year
	April
	May-June

	September of previous year 
to 
August of current year
	 October
	November-December




	Submission Period
	Submitted Months (Natural Gas)
	Submitted Months (Coal/Lignite)
	ERCOT Review Period1

	April
	March of previous year  
to 
February of current year
	September of previous year to 
February of current year
	May-June

	 October
	September of previous year to 
August of current year
	March of current year 
to 
August of current year
	November-December




[bookmark: _Toc136293670]Appendix 11:  Procedure for Determining the Actual Coal Fuel Adder (ACFA) for Coal and Lignite Resources with Approved Verifiable Costs 

The Fuel Adder for coal and lignite Resources will be determined as follows:  

Fuel Adder for next period ($/MMBtu) = Max ($0.50, ACFA) 

Where, 

ACFA  ($/MMbtu) = Actual Coal Fuel Adder

Filing Entities that elect to submit an Actual Coal Fuel Adder ($/MMBtu) for a Resource for verification and approval by ERCOT should utilize the following methodology:  

(1) The ACFA should include three components, a coal commodity price ($/MMBtu), a coal transportation price ($/MMbtu) and the average Fuel Index Price (FIP) ($/MMBtu) as variables.

(2) [bookmark: _Hlk158109810]The coal commodity price can be obtained from one of the following three sources:

a. Coal Fuel Index Price (commodity), derived from regularly published data index source based on the price of Powder River Basin (PRB) 8,800 Btu/lb coal, or

b. The average weekly price of coal during the 6 months prior to the submission period[footnoteRef:2] as published by the U.S. Energy Information Administration (As of Feb 2024, prices are located at https://www.eia.gov/coal/markets/), under the heading Power River Basin 8,800 Btu, or [2: ] 


c. A weighted average price of the coal on the coal pile at the time of the submissionas determined by the Filing Entity.  Filing Entities must provide a detailed description and supporting documentation of how the weighted average price of the coal was determined under this approach.

(3) The transportation price can be calculated by the Filing Entity and based on the actual coal transportation average cost or an applicable index price, in $/MMbtu, to transport coal via rail/truck or barge to the plant.  Transportation costs must be based on the average cost during the last six months prior to the submission period.

(4) The coal commodity and transportation prices in $/short ton must be converted to $/MMBtu as:

a. $/MMBtu = [$/short ton] * [1 short ton/2,000lb]* [1 lb/8,800 Btu] * [1,000,000 Btu/MMBtu].

(5) The ACFA for the 6-month period of review can be calculated as follows:

a. ACFA ($/MMBtu) = [∑ (weekly average Coal Fuel Index Price + weekly average transportation price – weekly average Fuel Index Price (FIP))] / Number of weeks in the 6 month period, or

b. ACFA ($/MMBtu) = [∑ (weekly average price published by the U.S. Energy Information Administration (EIA)  + weekly average transportation price – weekly average Fuel Index Price (FIP))] / Number of weeks in the 6 months period, or

c. ACFA ($/MMBtu) = [∑ (monthly average Coal Fuel Index Price + monthly average transportation price – monthly average Fuel Index Price (FIP))] / 6 months, or
d. 

e. ACFA ($/MMBtu) = A methodology developed by the Filing Entity and submitted to ERCOT in advance of filing an actual coal fuel adder, subject to approval by ERCOT.

(6) ACFA submissions will follow the timeline shown in the table in Section 3.4(4).

ERCOT shall calculate the Fuel Adder for coal and lignite Resources quarterly as indicated in Table 1 below, utilizing the following methodology:  

Fuel Adder for next period ($/MMBtu) = Max ($0.50, CF) 

Where, 

Coal Fuel Adder (CF) ($/MMBtu) = [∑ (weekly CFIP – average Fuel Index Price (FIP) for week)] / Number of weeks in period 

Coal Fuel Index Price (CFIP) ($/MMBtu) = the price of Powder River Basin (PRB) 8,800 Btu/lb coal delivered to ERCOT or the Gulf Coast area, as derived from regularly published data selected by ERCOT.  The CFIP for the current week shall be based on the most recent price data received by ERCOT from the publisher for PRB 8800 coal (i.e. prompt quarterly or monthly settled price) and the cost of rail transportation from the PRB.  

· ERCOT shall issue a Market Notice disclosing the name of the ERCOT-selected publication(s) or source(s) used to determine the CFIP.  In the event that the ERCOT-selected index (or indices) becomes unavailable, or ERCOT determines that the index (or indices) has become unsuitable for the intended purpose, ERCOT may select a substitute index or indices.  Otherwise, ERCOT may use a proxy price “T”, in terms of $/MMBtu, as approved by the Technical Advisory Committee (TAC) until such time that a suitable index is obtained.  ERCOT shall issue a Market Notice disclosing its intent to use a substitute index source, the name of the substitute index source, or a proxy price at least 60 days prior to the beginning of its use, or as soon as practicable.  

· Any index or indices utilized hereunder that are in units of [$/short ton] shall be converted to [$/MMBtu] as follows: [$/MMBtu] = [$/short ton] * [1 short ton/2,000lb]* [1 lb/8,800 Btu] * [1,000,000 Btu/MMBtu].

Table 1  
	Months of Review
	Month of Calculation
	Effective Period

	January-March
	April
	May 1- July 31

	April-June
	 July
	August 1- October 31

	July-September
	 October
	November 1- January 31

	October-December
	 January
	February 1- April 30
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