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CITY OF CHELSEA 
ELECTRIC UTILITY SYSTEM 
Rate Descriptions 

 
 
 
 
RATE 1.0 Residential 
Rate 1.0 residential is power available for residential use.  Apartments are metered as individual 
units.  Monthly charges include a fixed, base amount plus a variable amount based upon 
metered kilowatt hours used during the billing period. 
 
RATE 1.2 Protective Lighting 
Rate 1.2 protective lighting is available to any customer who qualifies for any other metered rate 
and desires to have protective, controlled night lighting.  Monthly charges are based upon the 
wattage and type of light used. 
 
RATE 2.0 Residential Heating or Water Heating 
Rate 2.0 is solely for residential heating or water heating at 120/240 voltage power and is 
available to any customer who qualifies for Rate 1.0 and uses electricity for primary heating or 
hot water requirements.  Monthly charges include a fixed, base amount plus a variable amount 
based upon metered kilowatt hours used during the billing period.  The variable amount 
provides three tiers of charges based upon kilowatts used. 
 
RATE 3.0 Commercial 
Rate 3.0 Commercial is 120/240 power, 120/208 3-phase power, 277 3-phase power, or 240 3-
phase power—when warranted by load size—and is available to any non-residential customer 
for all electric requirements.  Monthly charges include a fixed, base amount plus a variable 
amount based upon metered kilowatt hours used during the billing period.  The variable amount 
provides two tiers of charges based upon kilowatts used. 

 
RATE 4.0 Commercial – Power 
Rate 4.0 Commercial is 480, 3 phase power available in certain areas of the City to non-
residential customers.  Monthly charges include a fixed, base amount plus a variable amount 
based upon metered kilowatt hours used during the billing period.  The variable amount 
provides two tiers of charges based upon kilowatts used. 
 
RATE 5.0 City – Includes Street Lighting 
Rate 5.0 City is power available for government and street lighting.  Monthly charges are based 
upon the wattage and type of light used for street lighting.  General government monthly 
charges include a fixed, base amount plus a variable amount based upon metered kilowatt 
hours used during the billing period.  This rate mirrors the residential rate for all government 
buildings. 
 
RATE 6.0 – Water Pumps and Wastewater Plant 
Rate 6.0 City is power available specifically for City water pumps and the wastewater plant.  
Monthly charges include a fixed, base amount plus a variable amount based upon metered 
kilowatt hours used during the billing period.   
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RATE 8.0 Industrial Power 
Primary voltage as determined by the City that is available to any customer desiring primary 
voltage service for commercial or industrial use where the billing demand is 25 kilowatts or 
more. The customer shall furnish, install and maintain all necessary transforming, controlling 
and protective equipment.  Monthly charges include a fixed, base amount plus variable amounts 
for demand and energy based upon metered kilowatt hours used during the billing period.   
 
The billing demand is the kilowatts supplied during the 15-minute period of maximum use in the 
monthly billing, but not less than 60% of the highest billing demand of the prior 11 months, not 
less than 25 kilowatts. 
 
Power Factor Penalty Clause 
On Rate 8.0 Industrial Power, the customer shall endeavor to maintain a power factor of 85% or 
higher as measured by the City. The power factor is monitored as part of the monthly meter 
reading. It is a measure of the efficient use of power. A penalty of 1% of all billable quantities 
shall be assessed for every 1% of the power factor below 85%. A power factor below 70% may 
result in a disconnection from the utility. 
 
Sylvan Township 
Sylvan Township residents will be charged a fee the amount of three (3%) percent of the gross 
revenue, exclusive of sales tax, received from the retail sale of the electric energy by the City 
within the portion of the Township outside the City. 
 
Sales Tax 
A 4% sales tax will apply on all residential rates and Rate 1.2 where applicable.  A 6% sales tax 
will apply on Rates 1.2, 3, 4 and 8 where applicable. 
 
Energy Optimization Charge 
The City collects $1.00 per electric meter per month as allowed to fund State-mandated energy 
efficiency programs. 
 
Power Cost Adjustment (PCA) 
A PCA will apply to all rate categories monthly. The PCA is an additional, variable component of 
the monthly electric charge that is based on kilowatts used during the billing period.  The PCA is 
adjusted by the City every three months to reflect the variable cost of power purchased by the 
City for transmission to its electric customers.   
 
The City of Chelsea is a non-profit utility, therefore, if the cost of power fluctuates significantly 
from the budgeted and approved rates the PCA balances that difference to help stabilize the 
utility and limit its financial risk.  Fluctuations in the cost of power are typically caused by an 
increased or decreased cost of coal or fuel.  The cost to make electricity is affected by the price 
of coal and fuel.   
 
A customer’s utility bill may reflect the PCA as a credit or a charge, as the cost of coal or fuel 
changes.  A power cost adjustment is a common, acceptable mechanism used by many utility 
companies (private and public). Without the PCA, utilities would likely be required to have more 
frequent adjustments in their base rates, and the changes in base rates would be greater. 
 


