
Power Factor Correction

Power Factor Correction
Power Factor is the measure of how effectively a business uses  
its electricity supply.  

Improving or correcting the power factor reduces electricity costs  
and increases performance of electrical equipment. 

What is power factor?
Power Factor (PF) is a measure of how effectively 
incoming power is converted into useful output 
power.  It is the ratio of real power (kW) to apparent 
power (kVA).  A site with low power factor draws 
more apparent power than real power.  If a site’s 
power factor is low, it may be paying more than it 
needs to for its electricity.  Power factor is especially 
important to larger commercial and industrial sites 
where electricity demand charges apply.  

Low or poor PF is commonly caused by inductive 
loads such as electric motors and by discharge 
lighting (for example, mercury vapour lights).  

What are the benefits from 
power factor correction?
Correcting the power factor not only reduces 
electricity costs. It can also mitigate investment in 
additional infrastructure, such as switchgear and 
transformers.

Power factor correction can lead to:

•	 Reduced demand charges.

•	 Improved electrical efficiency from fewer energy 
losses in the system.

•	 Increased load carrying capabilities in existing 
circuits.

•	 	Improved voltage across the electrical system.

The financial returns from power factor correction 
are generally better for sites with significantly large 
demand charges and a low power factor.  Returns on 
investment can be as high as 30%.

Power factor correction can lead to reduced 
demand for electricity, which has beneficial 
implications for greenhouse gas emissions.

How can power factor be 
assessed? 
It requires detailed testing and analysis by a qualified 
electrical contractor with specialist skills in power 
factor assessment and correction.

Sometimes the existing infrastructure may require 
substantial changes to accommodate the power 
correction equipment.

The cost is determined by the extent of work.  
Typically, in the tens of thousands of dollars. 

Power factor correction can be difficult to achieve.
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Investment requirements
Once the power factor has been determined and 
opportunities for correction have been identified, 
the electrical contractor can provide an indication of 
the financial benefits of each opportunity.  

For larger sites, power factor correction typically 
requires investments in the order of tens of 
thousands of dollars.

For more information
Contact your local electrical contractor.


