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Introducing RAP and Rich

• RAP is a non-profit organization providing 
technical and educational assistance to 
government officials on energy and 
environmental issues. RAP staff have 
extensive utility regulatory experience. RAP 
technical assistance to states is supported by 
US DOE, US EPA and foundations.

– Richard Sedano directs RAP’s US Program. He 
was commissioner of the Vermont Department of 
Public Service from 1991-2001 and is an engineer.
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The Transition Toward “N-way” 
Transactions

• What constitutes fair compensation for 
CHP resources in a time of transition and 
beyond?
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Standby Service Defined

• Set of electric utility products for 
customers with on-site, non-emergency 
generation

• Provides for a utility backstop

• Standby Service terms are important 

Determine economics of CHP applications 
vs. utility full requirements service or 
purchasing power competitively
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A Self-Generator’s Purchase 
Requirements 
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Typical Standby Rate Components

• Capacity reservation charge
• Ready for forced CHP outages

• As-used capacity and energy charges

• Maintenance capacity charge
• For planned outages

• Facility charges
• For dedicated distribution charges

• Delivery for these, and economic replacement power
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Standby Rates Best Practices

• Unbundle G&T&D charges (allow 
customer to manage elements)

• Generation reservation charge (monthly) 
based on utility cost and forced outage rate 
of customer generators, motivating 
improved FOR by using the best in class 
customer forced outage rate

• Delivery charges recognize load 
diversity on shared facilities
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Standby Rates Best Practices

• Stand by back up (forced outage) charge 
imposed during peak period only

• Time of use and Seasonal rates

• Pro-rated daily (as used) demand charges

• Daily maintenance demand charges at a 
lower rate when planned for low cost time
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Standby Rates Best Practices

• Interruptible service options to motivate 
customer economic choice and demand 
response through a customer load 
reduction plan

• Stand by service procurable from the 
market or from utility at a market price

• No more complex than necessary

• If a special contract (departure from the 
tariff) is required, the circumstances 
should be clear
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This means

• No demand ratchets

• No as used demand charges imposed 
in non-peak periods

• Simple terms
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Value Based Distributed Energy 
Resources and NY REV

• Reforming the Energy Vision

– NY PSC affirmative effort to take control of 
future grid capital needs

– Fully value and prioritize customer resources

• Reflect values to society

– Motivate utilities through performance 
regulation

– CHP is seen as an element of microgrids, 
which get special attention
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http://www3.dps.ny.gov/W/PSCWeb.nsf/All/26BE8A93967E604785257CC40066B91A?OpenDocument


“Designing DG Tariffs Well”: 
Implications for CHP

• Issues for all Customer Resources

− Recognize value is a two (or N) way street

− The full value of CHP: include all relevant 
sources of benefit and cost over the long term

− No more complicated than necessary

• http://www.raponline.org/document/downloa

d/id/6898
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http://www.raponline.org/document/download/id/6898


“Standby Rates for Combined Heat and 
Power Systems”

• Prepared by Brubaker & Associates for 
RAP (Selecky, Iverson, Al-Jabir)

• Sponsored by ORNL & U.S. DOE

• Best Practice Recommendations and 5 
Case Studies

• http://www.raponline.org/document/dow
nload/id/7020
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http://www.raponline.org/document/download/id/7020


explores successful 

implementation approaches 

and policy recommendations

Standby Rates

Interconnection Standards

Excess Power Sales

Clean Portfolio Standards

Critical Infrastructure

Utility Engagement

Report Available Here 

https://www4.eere.energy.gov/seeaction/publication/guide-successful-implementation-state-combined-heat-and-power-policies


About RAP

The Regulatory Assistance Project (RAP) is a global, non-profit team of experts that 
focuses on the long-term economic and environmental sustainability of the power 
and natural gas sectors. RAP has deep expertise in regulatory and market policies 
that:

 Promote economic efficiency
 Protect the environment
 Ensure system reliability
 Allocate system benefits fairly among all consumers

Learn more about RAP at www.raponline.org

Richard Sedano

rsedano@raponline.org
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