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In this context, it is difficult to justify that load customers continue to bear the full burden of residual 

costs and overheads. We are therefore disappointed that the proposed reforms do not go further to 

address this inequity.  However, we acknowledge that the proposed shift to include existing hosting 

capacity within the definition of incremental cost represents a meaningful step in the right direction. 

The flexible approach to capacity costing is important to us.  The current regulations have required us 

to allocate hosting capacity for free, on a first come-first served basis.  In areas of our network, this has 

consumed all available hosting capacity, and we have not been able to progressively share the cost of 

the next increment of capacity – we are pushed hard up against the “last straw” problem identified in 

the Consultation paper.  In these areas, it is important that we can pivot to allocating capacity costs 

through lines charges, so that we can continue to enhance our service to accommodate future 

customer demands.  In other areas (and for other distributors), a connection charge approach may 

provide a better solution for sharing capacity costs as the hosting capacity is consumed. 

Anchor point approach 

We support the shift away from requiring that charges “must not exceed” incremental cost.  This cap 

effectively ensured that charges fell at an inefficient level below incremental cost, where existing 

customers are subsidising injection customers. 

However, the proposed “anchor point” and estimation approach still provides for outcomes where 

charges will inefficiently fall below incremental cost. 

While pricing below incremental cost results in inefficient outcomes, pricing above incremental cost 

(the neutral point) does not necessarily do so.  Pricing above incremental cost and up to the “balance 

point” improves equity between customer groups, and ensures that each group benefits from the 

existence of the other.  Inefficiency only occurs where the access seeker is turned away by the higher 

costs, and often this will not occur right through to the stand-alone costs (which might pragmatically 

be a direct connection to the grid). 

We submit that the Code should support an approach whereby incremental cost is taken as a 

minimum level that should be charged, rather than as an anchor point. 

Security levels 

We design and build our network to meet customers’ needs.  For the vast majority of our load 

customers, the value impact of an outage far exceeds the delivered cost of electricity.  Acknowledging 

this, we design to a security standard that includes redundant assets and surplus capacity that helps us 

avoid or minimise the impact of outages. 

This approach lends itself to congestion charging, where we can influence efficient customer behaviour 

through pricing, and a peak load that exceeds the secured capacity of the network is taken as a 

collective customer signal to enhance capacity (including through seeking flexibility services) – and in 

the meantime, the peak load is accommodated by the security capacity. 

Injection customers are different.  For this group, the value of an outage is usually directly tied to the 

prevailing energy price, with no premium.  Capacity solutions for this group are effectively provided 

with no back up (which we refer to as N security), where a fault or failure results in an outage that 

continues until repairs are affected. 
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Put another way, injecting customers seek to use all the available hosting capacity in the network.  In 

these situations, congestion charging is problematic, because a peak load that occurs despite the 

charging (signalling a willingness to pay for additional capacity) will trigger protection equipment that 

shuts of the supply for both load and generation customers. 

The N-security approach also means that capacity sharing between load and injecting customers 

should not be taken based on a simple assessment of MW demand.  For example, a zone substation 

designed to host 20MW of load, will be able to host 40MW of generation. 

We think this difference should be recognised throughout the pricing principles, and in particular, in 

the application of congestion charging and pioneer schemes. 

Congestion pricing  

Congestion charging allows customers to make an explicit cost–service trade-off. Where the value of 

the service exceeds the congestion charge, customers can choose to continue; where it does not, they 

can curtail. When set appropriately, congestion pricing places decisions about demand for service in 

the hands of customers. Peak demand that persists despite congestion charges provides a clear signal 

that additional capacity may be warranted, including through non-network solutions. 

However, congestion pricing relies on a diversity of customer responses, where some users are willing 

to curtail ahead of others. This diversity enables peak demand to be smoothed and allows available 

capacity to be utilised by those with the highest willingness to pay. 

In contrast to our highly diverse load customers, our injecting customers are currently relatively 

uniform. They are almost exclusively renewable generators, with limited variation in input cost 

structures, and the majority have little ability to defer production (for example, solar generation 

without storage and run-of-river hydro). 

This lack of diversity makes setting an effective congestion price challenging. If the charge is set below 

the prevailing energy price, most or all generators are likely to continue injecting. Conversely, if it is set 

above the energy price, widespread curtailment is likely, resulting in underutilised capacity. 

We think that while congestion charging for injection may be more effective in future, it may not 

provide an effective tool in the shorter term. 

Timeframe for reform 

These are complex issues and the solutions have real value impacts for customers, and can come with 

unintended consequences.  The changes are significant, and much of the proposal covers new ground, 

that we have not previously considered.   

The Authority’s previous consultation (Distributed Generation Pricing Principles Issues paper dated 12 

February 2025) indicated a proposed shift away from incremental cost (and included the words “and 

may involve including greater flexibility by removing the incremental cost rule” in its executive 

summary).  In contrast, the current consultation adjusts but firmly embeds the incremental cost 

approach.   

We think that imposing a February 2027 implementation timeframe will lead to rushed, sub-optimal 

and diverse outcomes.  Providing more time for collaborative development of solutions will provide 

better and more durable outcomes. 
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Thank you again for the opportunity to provide feedback.  If you have any questions regarding these 

comments, please feel free to contact me on  

 
Yours sincerely 
 






















