Draft West Virginia Clean Energy Standard Offer Program (CESOP)
West Virginia could encourage development of recycled energy and other clean technology with a 'Clean Energy Standard Offer Program' (CESOP) incorporating the following principles:

1. West Virginia utilities will offer 20-year CESOP contracts for electricity generated by qualifying clean technology facilities, as defined in Subtitle E of the 2007 Energy Independence and Security Act.  

2. There shall be two CESOP rate structures, depending on whether the power is generated from industrial waste energy or from new combined heat and power generation that meets the annual efficiency tests. Both structures would ensure West Virginia obtains clean energy at a cost below what it would pay for power from new coal-fired centralized facilities.
· Industrial Waste Energy shall receive a flat rate per megawatt-hour (MWh) equal to 80% of the long-run marginal costs of delivered power from a new coal plant that meets current environmental standards, including generation and transmission capital avoidance, line loss avoidance, operating costs and margin, with a monthly inflation adjustment for the non-fuel operating expenses that are subject to inflation. 

· New qualifying CHP plants burning any fossil fuel, purchased biomass or biomass-derived fuel shall receive a fixed payment per MW of demonstrated capacity equal to the avoided fixed capital cost of delivered power from a new combined cycle gas turbine plant, plus a payment per MWh equal to the long-run avoided operating cost of delivering an incremental MWh from a new gas turbine combined cycle plant and a fuel payment equal to 80% of the delivered heat rate from a new combined cycle gas turbine plant, paid at the current month’s delivered index price for natural gas in West Virginia.  This CESOP heat rate is estimated to be 6153 Btus HHV, assuming a new CCGT plant has a heat rate of 7,000 Btu's at the central plant, divided by 0.91 to correct for average line losses, and then multiplied by 80% to produce a savings to West Virginia.  

3. West Virginia utilities shall be responsible for design, construction, commissioning and operation of the interconnection facilities connecting each qualifying CESOP power plant to the grid.  All other capital costs shall be born by the CESOP project.  

4. The host facility of each CESOP power plant shall continue to purchase electric service from the local distribution company at applicable rates for like customers, and will not be liable for any backup or standby charges. 

5. West Virginia utilities shall, where it deems appropriate, contract for voltage support and power factor correction services from the recycled energy generation plants, paying 80% of the long-run avoided capital costs of capacitance and inductance banks, and 80% of the calculated savings in line losses due to the voltage support supplied by the individual CESOP plant.  West Virginia utilities shall bear any capital cost additions to the plant associated with monitoring and remotely controlling the CESOP plant's generation power factor. 

6. West Virginia utilities will work with each CESOP power plant to qualify the output for clean energy credits, including sale of renewable energy credits, satisfaction of RPS standards, and voluntary or future mandatory greenhouse gas emission reduction credits in return for 20% of the value of such credits.  In the event that West Virginia utilities desires or is required to purchase such credits, the CESOP plants will agree to sell such credits to West Virginia utilities at 80% of the market price. 

7. West Virginia will work to modify any rules or regulations that block the local generation contemplated in this CESOP. 

8. This offer is initially limited to 1,500 megawatts of new nameplate capacity, but West Virginia may extend and possibly modify the CESOP terms offered to new power plants based on the experience gained in the first tranche of CESOP contracts. 

9. Eligibility for a CESOP contract extends to all new power plants within the state that commenced construction after the date of this CESOP offer, upon the provision to West Virginia officials of proof that the applying plant has received all required environmental and construction permits, has 100% project financing commitments with no contingencies other than signing the CESOP contract, and self-certifies that the proposed plant will meet the CESOP efficiency requirements. 

10. All CESOP plants shall be required to provide complete fossil energy efficiency records certified by a reputable third party expert within 30 days of the close of each contract year.  Should a plant with a CESOP contract fail to meet the annual efficiency tests for the prior year, and also fail to achieve cumulative overall efficiency from the start of the plant operations consistent with the CESOP standards, the rates paid for the power shall be reduced by 20% until such time that the plant owner provides a third-party certification that the plant has met the CESOP efficiency standards for the prior 12 months. 

11. Each CESOP plant shall be required to provide at least 80% of name plate capacity during the peak system hours during each contract year.  Should a CESOP plant fail to meet this test, the rates shall be reduced by 20% until such time that the plant owners demonstrate that the plant has met the 80% on peak test for the prior 12 months.
12. The CESOP shall terminate on the earlier of four years from its effective date, or when the contracted megawatts reach the limit specified above. 
