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Our network is designed and maintained to 
reliably supply the peak power demands of all 
of our customers. The cost of providing our 
network service is driven by the demand that 
each customer makes on it, particularly 
during peak periods.  

Ergon Energy has embarked upon a program 
of network tariff reforms with the objective of 
making its network tariffs more cost reflective 
and fairer, ultimately reducing network 
charges for all customers. The measures that 
we intend to progressively implement are 
described in companion guides, our Pricing 
Proposal and the brochures and material 
prepared for public consultation.  

The network charges for our major customers 
are progressively being altered to match the 
demand supplied by the network.  

Ergon Energy introduced demand charges 
based on Total power rather than Real power 
for ICC customers in 2014-15. The monthly 
demand charge is based on the maximum 
number of kilovolt amperes (kVA), rather than 
kilowatts (kW) consumed.

The second initiative that Ergon Energy  
will be introducing from 2015–16 is a 
supplementary charge for excess Reactive 
power demand.

The power factor of your load is required to 
comply with the standards below. These are 
drawn from the automatic access standards 
in the National Electricity Rules and the 
Queensland Electricity Regulation (2006).

Permissible range of power factor

Supply voltage 
(nominal) Power factor range

132kV and 66kV 0.95 lagging to unity

33kV, 22kV and 11kV 0.90 lagging to  
0.90 leading

<1kV 0.80 lagging to unity

To ensure the quality of supply to the 
community is not compromised, as well  
as to reduce the cost of supply to the 
community, Ergon Energy is obliged to 
ensure its customers comply with this 
standard. Some of our customers  
premises’ connections do not currently  
meet this standard.
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Ergon Energy will therefore be introducing  
a charge for Reactive power demand in 
excess of the kVAr at the authorised demand. 
The way this will work is shown:

There will be no additional charge for 
customers with a reactive power demand  
less than the permissible level shown. 

A customer whose Reactive power usage 
exceeds the permissible will be billed  
monthly and the charge will apply to 
consumption at the time of maximum  
kVA demand.

Ergon Energy is proposing a monthly excess 
demand charge of $4.00/kVAr for Reactive 
power consumption in excess of the 
permissible amount. This charge has been  
set to reflect the additional cost that Ergon 
Energy incurs in supplying poor power  
factor loads.

The Total power demand that a customer 
places on the network has two components: 
Real power and Reactive power. 

As a customer you consume Real power to 
perform work at a particular time. Real power 
is converted to motive power, light or heat  
in your premises. Reactive power arises due 
to energy stored in the load and returned to 
the source; it does not perform useful work. 
The Total power demand on the network is 
usually greater than the Real power. The ratio 
of the Real power to the Total power is 
termed the power factor. The power factor  
of a load is a number between 0 and 1. 

A simple analogy to explain power factor is 
that of a cappuccino or a glass of beer. 

Here the mug or the glass must have 
sufficient capacity to contain both the coffee 
or the beer and the froth, corresponding to 
the Total power. The froth represents the 
Reactive power and the liquid represents the 
Real or Active power. Yet we only gain real 
value from the liquid.

The higher power demand of a customer with 
low power factor requires larger capacity 
lines and other equipment. The higher 
demand also increases the energy lost in  
the electrical network (which is proportional 
to the square of the Total power).
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The relationship between these power 
components is shown below. Most customers 
have equipment like motors and transformers 
that consume Reactive power. 

The closer the power factor is to 1.0, the more 
efficiently the network can be designed and 
utilised. Reactive power is usually supplied 
using capacitors. A lagging power factor is 
where the network supplies Reactive power 
to the customer. 

In some circumstances, usually where the 
customer has a generator, the customer may 
supply Reactive power to the network.  
Ergon Energy will consider these customer 
installations with leading power factor on a 
case-by-case basis and require the customer 
to take action where the quality of supply to 
other customers would be compromised. 

Improved power factor will reduce Ergon 
Energy’s costs for all customers by reducing 
the capacity the network must provide. 

Ergon Energy intends to modify the demand 
charging arrangements for its business 
customers over the next few years and has 
already started this transition with its largest 
customers. The proposed implementation 
timetable is below. 
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Demand charges in kVA will allow customers 
to understand their power factor before the 
excess demand charge is implemented.

You will be contacted closer to the 
implementation date with more details of  
this initiative and how the tariffs will apply.

If your power factor is currently not within  
the permissible range Ergon Energy 
understands you may need technical advice 
and assistance. The usual way in which 
compliance may be achieved is to install 
capacitors, although depending upon your 
electrical installation there may also be other 
solutions. Ergon Energy has a range of 
information, case studies and links to 
potential suppliers of energy management 
and power factor correction equipment  
on its website – see address below for  
further information.

Only electrical contractors licensed by  
the Electrical Safety Office in Queensland  
are permitted to install power factor 
correction equipment.

How can I find out more?

Regarding network tariff changes: 
Please go to www.ergon.com.au/
futurenetworktariffs

Email: futurenetworktariffs@ergon.com.au

Regarding options to improve power  
factor through energy management:  
Please go to www.ergon.com.au/network/
manage-your-energy

Email: demandmanagement@ergon.com.au
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