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Policy Description

Minnesota’s interest in standby rates for combined heat and power (CHP) can be traced back to the passage of the Public
Utilities Regulatory Policies Act of 1978 (PURPA). However, opportunities to examine these rates and other potential
barriers to CHP converged in 2014. In the fall of that year, the Minnesota Department of Commerce was awarded a

U.S. Department of Energy grant to develop a CHP action plan.! Contemporaneously, the Minnesota Department of
Commerce convened a stakeholder meeting to address the need and scope for a generic proceeding on standby rates.
The following year, the Minnesota Public Utilities Commission (MN PUC) ordered the state’s rate-regulated utilities to file
updated standby service tariffs in Docket No. E-999/CI-15-115 with an eye toward fair compensation, design
considerations, and best practices.? From late 2015 to early 2018, Xcel Energy, Minnesota Power, Otter Tail Power, and
Dakota Electric Association engaged with stakeholders and revised their proposed standby tariffs through the MN PUC’s
generic proceeding. By the spring of 2018, the MN PUC approved updated standby tariffs for these utilities, concluding a
process that led to a number of notable improvements.

Policy Development

REASON FOR PROIJECT: Standby rates were identified as a potential
economic barrier to CHP in Minnesota.

TIMELINE: September 2014 — April 2018

KEY GOALS: Transparency, encouragement of economic efficiency,
and implementation of best practices

Stakeholders and Key Decision Makers

In addition to staff from the Minnesota Department of Commerce’s
Division of Energy Resources, key participants in the Minnesota
standby rates stakeholder process included Larry Schedin on behalf
of the Standby Service Reform Group (SSRG), Stoel Rives on behalf of

MIDWEST

The University of Minnesota was an influential the Large Industrials Group, Flint Hills Resources, the University of
participant in the standby rates proceeding. Minnesota, the City of Minneapolis, District Energy St. Paul/Ever-
The university was motivated by its investment Green Energy, CenterPoint Energy, the Midwest Cogeneration

in a CHP system that boasts 83% energy
efficiency and comprises a 22.8 MW
combustion turbine and heat recovery system
that generates eleciric power and steam for
the campus.

Association, and the Energy Resources Center. Midwest-based policy
consulting firm 5 Lakes Energy modeled a comparison of the utilities’
proposed standby tariffs to assist the participants in their evaluation
and feedback.

1 Minnesota Department of Commerce, CHP Stakeholder Engagement, https://mn.gov/commerce/industries/energy/distributed-energy/combined-heat-power.jsp.
2 Discussion of standby rates for solar projects was addressed on a separate track from standby rates for CHP in MN PUC Docket No. E-999/CI-15-115. As of June
2019, the discussion on standby rates for solar was ongoing.
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Summary of Policy Results and Outcomes

Examples of improvements in Minnesota utilities” standby tariffs include:

Increased maintenance outage flexibility. \n its original proposal,
Minnesota Power restricted the scheduling of maintenance
outages to the months of April, May, October, and November. As a
result, a customer could do little to avoid high unscheduled outage
charges, even for scheduled off-peak maintenance outages, during
eight months of the year. In its October 2017 revised filing with the
MN PUC, Minnesota Power amended this policy to permit Forced

Planned

Outage: Planned

Qutage: Coinciding with Outage:
customers to schedule off-peak outages throughout the year and Backup plant shutdown pantenance
during any hours in the months of April, May, October, and
November. = P|ant Requirement [ Supplemental Power
Clear, concise summaries: Otter Tail Power served as a model for Generation = Standby Power
clear customer communication. Many participants applauded the
company’s use of a succinct one-page tariff sheet and encouraged Visualization of standby service during CHP system

other utilities in the proceeding to adopt a similar model. In an forced and planned outages

order dated October 3, 2017, the MN PUC adopted this
recommendation for the remaining utilities.

Lessons to Share and Next Steps

The MN PUC's generic proceeding on standby rates was predicated on the belief that “the most effective way to further
develop the issues surrounding standby service is to require the rate-regulated utilities to file updated standby service
tariffs.”3 Meaningful changes were realized through an interactive proceeding focused narrowly on the complex issue of
standby rate design. Still, there is room for continued improvement. The MN PUC has directed Minnesota Power, Otter
Tail Power, Dakota Electric Association, and Xcel Energy to evaluate the revisions made to their standby service tariffs and
report back to the MN PUC within three years of the effective date of the approved tariffs.*

For More Information

U.S. DOE MIDWEST CHP TECHNICAL ASSISTANCE PARTNERSHIP MINNESOTA DEPARTMENT OF COMMERCE

(CHPTAP) _ DIVISION OF ENERGY RESOURCES
Clifford P. Haefke, Director Lise Trudeau

312-355-3476 651-539-1861

chaefkel@uic.edu lise.trudeau@state.mn.us

More CHP Policy Profiles: http://www.mwchptap.org/
Date produced: 2019

REFERENCES

e Energy Resources Center on behalf of the Minnesota Department of Commerce, Analysis of Standby Rates and Net Metering Policy
Effects on Combined Heat and Power (CHP) Opportunities in Minnesota (April 2014), available at http://mn.gov/commerce-
stat/pdfs/card-report-anal-standby-rates-net-metering.pdf

e 5 lakes Energy, “Apples-to-Apples: Comparing Customer Standby Charges for Improved Rate Design” (July 2018), available at
https://5lakesenergy.com/wp-content/uploads/2018/09/5LE A2A SBR White Paper July 2018.pdf

3MN PUC, Docket No. E-999/CI-15-115, Order dated November 19, 2015.
4 MN PUC, Docket No. E-999/CI-15-115, Orders dated October 3, 2017, and April 20, 2018. Note that the deadline for Xcel Energy’s revised standby
tariff evaluation is December 1, 2020.
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