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Commercial/Industrial Rates
Then and Now

• Capacity vs. Energy
• kW vs. kVA
• Rate Classes
• Load Factor
• Power Factor
• Contracts
• Base vs. Growth
• COS vs. Profitability
• Multi-Site Issues



C&I Customers 

• Who are they?
• What do they expect from their utility?
• How are we doing?
• What new tools can we use?
• How can we use profitability analysis?
• What can we do to achieve a

WIN-WIN-WIN
for the Customer, Distribution System, G&T?



C&I Customers Defined
• Strategic accounts
• Large power customers
• High revenue producers
• High load factor
• High margin
• Major employers
• Major contributors to communities
• If they went away, would we be sad?



Primary Sectors for Co-ops
• Manufacturing
• Pipelines
• Casino/Hospitality
• Health Care
• Federal, State, Local Government Facilities
• Higher Education
• Business Parks
• Supercenters & Big Box Retail
• Agribusiness & Ethanol Plants
• Mining & Processing
• Data Centers, Call Centers, Technology R&D



C&I Expectations
• The new meaning of reliability: six sigma
• Adequate long term energy supply
• Flexible rate options with customer choice
• Stable, predictable energy costs
• The highest possible power quality
• Easy to understand energy bills
• Single point of contact, advocate
• Immediate response, 24/7 
• Help them solve their problems
• Help them stay in business and expand here
• Energy conservation ideas, qualify for $$$
• Frequent communication



How Are We Doing?
• The new meaning of reliability: six sigma
• Adequate long term energy supply
• Flexible rate options with customer choice
• Stable, predictable energy costs
• The highest possible power quality
• Easy to understand energy bills
• Single point of contact, advocate
• Immediate response, 24/7 
• Help them solve their problems
• Help them stay in business and expand here
• Energy conservation ideas, qualify for $$$
• Frequent communication and trust



Electrical Worries Looming
Utility Execs Fret About the Future

• “My biggest fear is that we are running out of generation.  That is an 
issue the average person doesn’t know a thing about.  When we tell 
corporate America, they say, ‘What do you mean you’re running out 
of power?’”—Michael G. Morris, CEO of American Electric Power, 
with 5 million customers in 11 states.

• “In two to three years, the margin between power supply and 
demand will drop below levels necessary to ensure reliability on
peak days in Texas, the Northeast and Midwest.  Demand for 
electricity is expected to rise 19% by 2015 but generation capacity 
will grow by just 6% and the number of miles of transmission lines 
will increase by only about 7%.  The situation has existed for a long 
time but we cannot let it continue.” – NERC Annual Report.



New Tools We Can Use
• Update COS
• Review customer classes
• Explore load profile, load factor, power factor
• Multi-site contracts
• Lean manufacturing audits
• Economic development long range planning
• Distributed generation
• Technology transfer
• Renewable energy



Individual Customer 
Profitability Analysis

• Who are your most profitable customers?
• Are all of your customers contributing to margins?
• Are margins on some customers negative?
• Which customers are your competitors most likely to target?
• How can you protect revenues from your core business in a retail choice 

environment?
• Individual customer profitability analysis picks up where your most recent cost of 

service study leaves off. A cost of service study allocates costs to customer classes 
and provides margins and rates of return for these customer classes. 

• Our individual customer profitability process takes the costs allocated to a particular 
class and further allocates these costs to individual customers.

• We have developed algorithms for effectively allocating costs for both demand 
metered and non-demand metered customers. Combined with 12 months of revenue 
and billing unit data provided by the utility, we can calculate margins for your 
individual customers, including residential and small commercial customers. 

• Because we have to allocate rate base to individual customers as a part of this 
process, we also provide the rate of return on investment for each individual 
customer.

• The results can be graphed to detect patterns in profitability relative to main cost 
drivers, such as load factor, kWh usage or kW demand. 

• With profitability for individual customers, you are in a better position to effectively 
target your marketing efforts and to make the decisions necessary to effectively 
manage your finances. 











Working with Clusters
• Develop individual customer marketing plans
• Group C&I customers by industry type
• High load factor, high margin

– Pipelines, prisons, DG, DCs, 24/7 mfg
• Low load factor, low margin

– Elevators, welders, small biz, ball fields, churches
• Mid-range

– Medcenters, schools, office towers, govt. facilities
• Native American tribes

– Casinos, schools, govt. centers, clinics
• National Accounts & Franchises



Business Development Tools
• Cost-shared energy audits
• Sales tax exemption audits
• Site location & facility planning
• Heat pumps, chillers, VFDs, lighting, controls 
• Annual rate reviews to squelch rate-hawks
• Newsletters, seminars, tours, special events
• Capital credit checks & retirement schedule
• Energy grants for electro-technologies
• Power quality/power factor consulting
• Business financing
• Hunters and farmers



Distributed Generation
• Defers need for peaking capacity
• Customer provides capacity—peaking
• Reduces spot market energy purchases
• Enhances reliability
• Enhances margin for the cooperative
• May utilize renewable fuels
• Provides low-cost energy rate option
• Reasonable payback for the customer
• Rebates, financing help speed process
• What’s the real cost of an outage?



DG Candidates
• Medical centers, prisons, jails
• Schools, community centers
• Supermarkets, C-stores, refrigerated DCs
• JIT manufacturers
• Data centers
• Food processors, ethanol plants
• Casinos/entertainment
• Bioscience R&D
• Hotels, water parks
• Landfills, water/wastewater treatment
• Large dairy farms



Potential DG Pitfalls
• Engineering design, application, fees
• Permits, testing
• Switchgear, visible lockable
• Control periods
• Customer notification and verification
• Signal strength to load mgmt. receivers
• Code staging during emergencies
• Automatic start-stop capability
• Fuel quantity, refills
• Maintenance
• Multiple gensets on same feeder
• Penalties



“It all boils down to trust.”
“We exist because IOUs 

and Munis refused to 
serve our area.  If we 
lose C&Is, residential 
rates will go up.  

We can do anything we 
want that the law and 
our members 
allow.”– Bryan 
Singletary, NRECA 
Key Account Trainer
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