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Executive summary

New Zealand’s power system is becoming more complex and decentralised. New electricity
generation connecting to the power system is now predominantly variable and intermittent,
with large amounts of this generation connecting to local electricity distribution networks.
Increasing numbers of consumers are installing their own electricity generation — typically in
the form of solar photovoltaic generation. This is part of a trend of consumers becoming
more actively engaged in their energy choices.

These changing patterns of electricity generation investment, coupled with changes in
electricity consumption patterns, are resulting in changes to power flows across electricity
distribution networks and, to a lesser extent, New Zealand’s electricity transmission network.
In many places, bi-directional power flows are replacing the traditional unidirectional flow.

A key workstream under the Electricity Authority’s (Authority’s) Future Security and
Resilience work programme is to look at the future system operation (FSO) of

New Zealand’s power system. Over the past two years we have engaged with interested
parties on potential challenges and opportunities for the operation of the power system. Our
most recent formal engagement was the Issues and high-level options paper we consulted
on in mid-2025.

Following consideration of feedback, engagement with several submitters, and additional
analysis, the Authority has decided not to endorse any distribution system operator (DSO)
model at this stage, but to prepare and publish a cross-agency roadmap to support the work
being undertaken by electricity distributors on DSO functions and capabilities. This DSO
roadmap summarises work underway by the following parties to facilitate the development of
one or more DSOs in New Zealand:

o the Authority

e the Commerce Commission

o the Energy Efficiency and Conservation Authority

¢ the Ministry of Business, Innovation and Employment
o Department of the Prime Minister and Cabinet, and

o the Electricity Engineers’ Association.

In addition to the parties listed above, during the preparation of this DSO roadmap, the
Authority has engaged with the Electricity Authority Advisory Group and Electricity Networks
Aotearoa, through its Future Networks Forum, about work in the DSO area.

This roadmap is not a committed programme of regulatory interventions. Rather, it provides
a structured view of key power system challenges, current workstreams, and potential future
actions that may be required to enable DSO capabilities and flexibility markets.

Our expectations

The Authority wants to see distributors making significant progress towards implementing
DSO functions over the next 12 months. We expect this to occur progressively through a
combination of industry-led initiatives, pilot programmes, and—where necessary—targeted
regulatory or policy interventions. We will be monitoring progress, to ensure the industry
stays on the critical path towards successful DSO implementation.

We consider DSO functions important for coordinating the provision of flexibility services by
consumer energy resources (eg, hot water cylinders, rooftop solar, electric vehicles, and


https://www.ea.govt.nz/documents/7653/The_future_operation_of_New_Zealands_power_system_-_Issues_and_high_level_opti_2MiPHFO.pdf

household batteries), and distributed energy resources (eg, utility-scale distributed
generation and battery energy storage systems).

The DSO roadmap is intended to show how and when we consider the electricity sector
needs intervention to facilitate the development of one or more DSOs. In addition to
electricity distributors, the DSO roadmap relates to electricity retailers and flexibility service
providers. The DSO roadmap includes details of a new Authority work programme on
flexibility and non-traditional solutions, which proposes several options to accelerate the
development of one or more markets for flexibility services.

Our 2025 consultation highlighted strong support for a ‘hybrid DSO model’, in which
coordination of real-time dispatch is shared between the transmission system operator
(TSO) and one or two (or a few) distributors as DSOs. However, it also became apparent to
us that there is value in keeping options open at this stage, as opposed to endorsing one
DSO model.

Therefore, in mid-2027 we intend to assess how effectively DSO roles and responsibilities

are being implemented under the hybrid DSO model. This will form part of our monitoring of
how the hybrid DSO model is developing, and whether there is any evidence that a move to
the ‘total DSO model’ or ‘total TSO model’ would be a more efficient choice in the long term.

The Authority wishes to highlight that the DSO roadmap includes a critical path for
developing one or more DSOs and one or more markets for flexibility services. This critical
path involves five objectives that are interdependent and/or sequential, and achieving them
all is necessary to make progress on successfully implementing DSOs:

improved visibility of, and signalling of, constraints on distribution networks

o standardised flexibility market arrangements, such as standardised flexibility product
definitions, measurement, and settlement arrangements

¢ increased participation and liquidity in the flexibility market
¢ interoperability of systems
e minimum cyber security, data governance and competition safeguards.

The Authority’s role varies across workstreams — in some areas leading policy or regulatory
development, and in others monitoring, coordinating, or assessing whether intervention is
needed. Initially, the Authority intends progressing DSO-related work under the workstreams
identified in the roadmap that are associated with the flexibility and non-traditional solutions
work programme, and the network policy and network pricing workstreams.
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1 Purpose

1.1 This document presents a cross-agency roadmap to support the work being undertaken by
electricity distributors on distribution system operator (DSO) functions and capabilities. This
DSO roadmap summarises work the Electricity Authority Te Mana Hiko (Authority) and other
agencies intend to complete through to 2030, to facilitate the development of one or more
DSOs in New Zealand. The Authority considers the establishment of one or more DSOs to
be an important step towards improving the coordination and integration of consumer energy
resources (CER) and distributed energy resources (DER) into New Zealand’s power system.

1.2 The government entities whose work is referred to in this DSO roadmap are the Commerce
Commission, the Energy Efficiency and Conservation Authority (EECA) the Ministry of
Business, Innovation and Employment (MBIE)', and the Department of Prime Minister and
Cabinet (DPMC). In addition, the roadmap refers to DSO-related work being undertaken
across the electricity sector, including by Transpower in its role as System Operator, and
industry-led initiatives such as those facilitated by the Electricity Engineers’ Association
(EEA) and Electricity Networks Aotearoa (ENA) including via ENA’s Future Networks Forum
(FNF).

1.3 Through this DSO roadmap, the Authority is seeking to identify gaps between the existing
state and the desired end state for DSO(s) and flexibility services market(s) (eg, visibility of
CER, DER, and distribution network conditions; agreements on standards, protocols and
cyber security arrangements). The DSO roadmap sets out workstreams intended to achieve
the stated objectives. The Authority intends to evaluate from mid-2027 whether these have
been reached or whether intervention is needed to help close the identified gaps.

1.4 At this stage, many of the workstreams identified in this roadmap are exploratory. They are
intended to build understanding, test options, and determine whether regulatory or market
interventions are required. As the power system evolves, these workstreams may transition
into more defined actions or regulatory initiatives.

1.5 This document is published as a draft roadmap for feedback. While not a formal consultation,
the Authority welcomes feedback and may refine the roadmap before finalising it.

" We note MBIE and EECA are co-developing New Zealand’s Energy Efficiency and Conservation Strategy (NZEECS).
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2.7

Background

The DSO roadmap is structured around key challenges to the power system emerging from
the transition to a more decentralised power system. These challenges include limited
visibility of distribution networks, lack of standardisation and interoperability, underdeveloped
flexibility markets, and evolving roles in the power system’s operation. The workstreams
outlined in this roadmap are intended to address one or more of these challenges.

The Authority’s Future Security and Resilience (FSR) work programme? includes a project
looking at the future system operation (FSO) of New Zealand’s power system. As the power
system becomes more complex and decentralised, we need to ensure it can support the
integration of more variable and intermittent generation resources, many of which are
connected to electricity distribution networks. The power system needs to be able to support
an increase in bi-directional power flows across distribution networks and increasing
numbers of consumers who are more actively involved in their energy choices.

In February 2024, the Authority released a discussion paper seeking feedback on several
potential issues that could impact on the power system'’s operation in the future®. We
received 53 submissions from interested parties. These submissions highlighted the need for
greater incentives for consumer engagement in the power system, more coordination in
system operation at the distribution level, and clarity about the future ‘architecture’ of the
electricity distribution sector. The term ‘architecture’ refers to the capabilities, functions, and
roles expected of electricity industry participants and other parties to ensure consumers
benefit from their investment in, and use of, CER.

To respond to these needs, a coordinated framework for integrated power system operation
will be required, enabling consumers to safely and securely connect and operate their CER
so as to meet their own energy needs and, potentially, for the benefit of the power system as
a whole. From an energy security and resilience standpoint, this is expected to enhance both
consumers’ and the power system'’s resilience to electricity supply interruptions and national
energy shortages.

In June 2025, we published an issues and high-level options paper* that looked at the
capabilities and functions needed for distribution system operation. The paper described how
several electricity distributors are exploring and developing their capabilities to perform the
new DSO functions needed to improve coordination of distribution-connected resources. This
helps promote flexibility of both demand and supply in the power system.

Flexibility is needed to compensate for the increasingly variable and intermittent nature of
renewable energy sources, especially wind and solar photovoltaic generation. Flexibility aids
the security of electricity supply and helps enable the more intensive use of electricity
infrastructure, thereby lessening the need for, or quantum of, new infrastructure investment.
Flexibility also presents opportunities for consumers to participate more actively in the power
system, to reduce their electricity bills, earn revenue from their CER, and increase their
resilience to power outages.

The Authority’s June 2025 consultation paper put forward three alternative DSO models for
feedback. These models varied by the allocation of DSO functions as between distributors
and the transmission system operator (TSO). In November 2025 we decided not to endorse
one DSO model over another, but rather to set out a roadmap of activities that are likely to
facilitate the development of one or more DSOs (regardless of DSO model) and the growth

2 Future security and resilience work programme

3 The future operation of New Zealand's power system — February 2024

4 The future operation of New Zealand’s power system: Issues and high-level options — June 2025



https://www.ea.govt.nz/projects/all/future-security-and-resilience/
https://www.ea.govt.nz/documents/4479/The_future_operation_of_New_Zealands_power_system_.pdf
https://www.ea.govt.nz/documents/7653/The_future_operation_of_New_Zealands_power_system_-_Issues_and_high_level_opti_2MiPHFO.pdf
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of one or more markets for flexibility services. Whilst the roadmap sits within the broader
FSO project, we refer to it as the DSO roadmap to reflect its primary focus.

The DSO roadmap identifies workstreams such as the Authority’s new flexibility and non-
traditional solutions work programme, including the network visibility workstream and the
network pricing workstream. Alongside related work being undertaken by agencies such as
EECA, the Commerce Commission and MBIE, these initiatives are expected to facilitate the
development of one or more DSOs. Through to mid-2027 the Authority will be observing and
monitoring the development of DSO roles and responsibilities. Thereafter we intend to
assess DSO capabilities and functions, including whether the hybrid DSO model is gaining
momentum, or whether a different model would be more efficient, and whether intervention
could be needed to facilitate that.



3. Workstreams included in the DSO roadmap

3.1  The DSO roadmap includes activities underway or planned by a range of agencies and
industry bodies, and only a subset sits directly within the Authority's own work programme.
This is an evolving area and over the next year there might be additional relevant activities
subsequently initiated by the Authority and other agencies.

3.2 We have consolidated the various DSO-related activities of the Authority and the other
agencies into five workstreams:

a) Design and delivery of one or more DSOs

b) Driving efficiencies

(

(

(c) Accelerating flexibility

(d) Distribution network connection and pricing
(

e) Prioritising consumers.

3.3 As electricity generation resources become increasingly decentralised across the power
system, the boundaries between what were once separate domains—distribution networks,
the wholesale electricity market, power system operation, CER, and digital infrastructure—
are blurring. Therefore, the DSO roadmap interrelates with other Authority roadmaps. The
DSO roadmap, the Battery Energy Storage System (BESS) regulatory roadmap?®, the
Digitalisation System Map® and the Market Operator Service Provider (MOSP) 10-year
roadmap’ all represent parts of a system that are increasingly complex and interrelated.

3.4 In 2022, the Authority published the FSR roadmap?®, which included the following two
proposed outcomes:

(a) Activity 1: Enabling DER?® services for efficient power system operations
(b) Activity 2: Visibility and observability of DER.

3.5 Both outcomes form part of this DSO roadmap. The Authority’s 2025 BESS roadmap also
emphasises the importance of improved visibility of distribution network constraints in
developing the potential for BESS within the power system.

3.6 The Authority’s Digitalisation System Map functions like a roadmap and cross-references the
DSO work described in this roadmap. The MOSP roadmap sets out how some MOSP roles
might be consolidated and evolved in the future. For example, the MOSP roadmap includes
an option to contract for a centralised data hub service, which would define standardised
protocols and formats for data transfers. This could contribute to effective coordination of
CER and DER by one or more DSOs.

3.7 The DSO roadmap is shown in Figure 1 below. It summarises key areas of activity across the
electricity sector that are expected to contribute to the development of DSO capabilities,
between now and 2030. The first column (up to June 2026) indicates work that is already
underway. Beyond 2026/27, the remaining years are at best an indication of the Authority’s
intended approach (and are subject to future decisions on the Authority’s funding and

5 A regulatory roadmap for battery energy storage systems — November 2025

6 Digitalisation-system-map

’ Enabling market_evolution - Consultation paper
8 ESR Final Roadmap — August 2022.

% In this DSO roadmap we mainly focus on CER (behind the meter), which is a subset of DER. We refer to DER when we mean larger
DER and/or distributed generation.
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https://www.ea.govt.nz/documents/8607/A_regulatory_roadmap_for_battery_energy_storage_systems.pdf
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competing priorities),'® along with consolidating current and anticipated initiatives led by
different organisations. Many of these initiatives are exploratory in nature. Many of the
activities indicated on the roadmap are interdependent and/or sequential; the roadmap
should be read with these linkages in mind.

3.8 Because we are at a relatively early stage of change in distribution system operation, and
because of the rapid pace of technological change, some of these topics require further
exploration before roles can be defined and actions prioritised. Several workstreams are
focused on scoping and understanding issues and determining whether regulatory
intervention is needed, and if so, how such intervention should occur. As New Zealand’s
power system evolves, these exploratory tasks will convert into clearer actions.

0 this paper, statements about what the Authority will do in future years beyond 2026/27 should be read with that caveat in mind.
Funding for the Authority is met through an industry levy.

10



Objective

Design and
delivery of one
or more DSOs

Work programme

List and allocate DSO functions

Price-led versus contract-led flexibility

What DSO model will prevail and how
many DS0s are needad?
Decentralisation and community
involvement in DSO functions

Market power and flexibility issues

Organisations involved

Authority, TSO, ENA, EECA, distributors, flexibility
service providers (FSPs)

Authority, ENA, TSO, distributors, FSPs,
Commerce Commission

Authority, ENA, TSO, Commerce Commission,
MEBIE

Authority, EECA, distributors, FSPs

Authority, Commerce Commission

Pre- 2026

Standardisation and collaboration
between distributors

Improving distribution network
visibility

Device and inverter standards and

MEIE, Authority, Commerce Commission, EECA,
distributors, ENA

Authority, Commerce Commission, distributors,
EMA

i EECA, Authority, ENA, TSO, EEA, FSPs
D"Vmg communication protocols b,
1 H Developing standardised flexibili
efficiencies >loping stand ity Authority, ENA, TSO, EECA
services and trading arrangements
Registry enhancements Authority
Cyber security Authority, EECA, DPMC
Flexibility and non-traditional Authority, ENA, distributors, FSPs, retailers,
solutions EECA, Commerce Commission
A l. lt.. Flexibility service providers, flexible Authority, MBIE, FSPs, ENA, EECA, distributors,
ccelera Ing connections and hot water cylinders retailers
H™H Authority, EECA, Commerce Commission, EMA,
flexabi I.lty Encouraging pilots and research , . ,
TS0, distributors
Implementing FlexForum’s Flexibility FlexForum (through its electricity industry
Plan 2.0 members)
Distribution connection guidelines EEA, EMA, Authority, distributors, retailers
- - . Distribution connection pricing Authority, ENA, distributors, retailers
Distribution
netwo rk Implement time-of-use tariffs Authority, ENA, distributors, retailers
con nectlon Implementing peak injection rebates Authority, ENA, distributors, retailers

and pricing

Distribution pricing to encourage
demand-side flexibility

Regulating price, revenue and quality
for non-exempt distributors

Authority, ENA, distributors, retailers

EEA, ENA, EECA, Authority Commerce
Commission

Prioritising
consumers

Data programme

Endorsing and promoting consumer
devices and products

Stocktake of flexibility and research on
social licence

MBIE, Authority, EECA, distributors, ENA, TSO,
EEA, FSPs

EECA, Authority

EECA, Authority

Figure 1: FSO (DSO) roadmap, indicating proposed work and timelines. Note: Post-2026/27 Authority workstreams are estimated as they are subject to levy/funding.
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3.10

3.11

3.12

3.13

3.14

3.15

Workstream 1: Design and delivery of one or more DSOs

An aim of the FSO project over the next five years is the design and delivery of one or more
DSOs, corresponding to one of the three DSO models. These DSO models differ based on
how DSO functions are allocated between participating distributors and Transpower, in its
role as transmission system operator (TSO).

The Authority’s work in this area will also cover longer-term questions such as how many
DSOs are needed for New Zealand, and what DSO functions could be performed more
efficiently by parties that are not distributors, such as flexibility services providers (FSPs) or
community energy hubs. Considering these alternatives may help mitigate any potential
misalignment of interest for distributors who are considering establishing DSO capabilities.

In addition, the FSO project will cover the role and importance of DSOs developing both
price-led and contract-led approaches to the provision of flexibility services.

This workstream will begin addressing the above questions in 2027/28, as they relate to
longer-term issues that depend on the progress of shorter-term critical path inputs, such as
improved network visibility and interoperability.

List and allocate DSO functions

Distributors have traditionally performed the role and functions of distribution network owners
(DNO). Where distributors undertake DSO functions, it will be important that these functions

are performed in a manner that is operationally neutral and provides even-handed access to
third parties, consistent with existing regulatory expectations.

To recap, the three DSO models on which the Authority sought feedback in our June 2025
consultation are:

Model 1 — Total TSO model: Transpower, in its role as TSO, is solely responsible for
coordinating the real-time dispatch of distribution-level resources. Distributors must feed data
to the TSO on distribution network conditions (eg, network capacity and congestion).
Effectively, the TSO is the sole DSO for New Zealand’s electricity sector.

Model 2 — Hybrid model: Coordinating the real-time dispatch of distribution-level resources
is shared between the TSO and one or more distributors-as-DSOs. The TSO dispatches
CER / DER while the distributor(s)-as-DSO(s) procure(s) flexibility for distribution network
needs and may aggregate CER / DER. The owners of CER / DER and/or FSPs may contract
their flexibility services with the TSO, a distributor-as-DSO, or both, subject to appropriate
coordination arrangements.

Model 3 — Total DSO model: One or more distributors-as-DSOs are responsible for
coordinating the real-time dispatch of distribution-level resources. While the TSO plays a
supporting role under this model, effectively the DSO(s) for New Zealand’s electricity sector
are one or more distributors.

In broad terms, as stated by Ofgem'!, a DSO must perform a set of functions and services to
run a smart electricity distribution network, with there being roles for a range of parties. Core
DSO functions set out by Ofgem include:

Real-time distribution network operations — facilitate efficient dispatch of distribution
flexibility services; manage local electricity supply and demand to maintain distribution
network stability; identify and address congestion and constraints on distribution networks;
promote network operational visibility and data availability.

1" Ofgem position paper on distribution system operation — August 2019
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3.16

3.17

3.18

3.19

3.20

3.21

Distribution market mechanisms — value, incentivise and procure energy, capacity,
flexibility, and ancillary services from CER / DER for the purpose of distribution network
operation; embed simple, fair and transparent rules and processes for procuring distribution
flexibility services; provide accurate, user-friendly and comprehensive market information.

Integrated distribution system planning — ensure efficient investment in distribution
networks to meet future market needs; plan efficiently in the context of uncertainty, taking
account of whole-of-system outcomes, and promote the availability of planning data.

Increasingly the third function, relating to integrated distribution system planning, is becoming
more bottom-up as decentralisation makes it important to examine the community sources of
CER and their requirements for connection to the power system.

Of note here is that Transpower’s 2050-focused transmission planning initiative—Te
Kanapu—started work in July 2025 to develop what it calls a grid blueprint.’? Given the
significance of CER / DER within the power system when viewed as a whole, the potential for
significant overlap exists between transmission and distribution integrated system planning.
For example, within a broadly feasible scenario, it is possible there may be a significantly
reduced need for the multi-billion-dollar investments in transmission infrastructure that have
traditionally accompanied more centralised electricity generation development. This supports
the view that system planning processes must incorporate all levels within the interconnected
power system.

The Authority is currently supporting DSO ftrials and pilots that have chosen the hybrid DSO
model, although in future the participants might decide to switch to a different version of the
hybrid model or to a different DSO model altogether. In due course, more detailed
specification will be required regarding DSO functions and the allocation of roles. Amongst
other things, this is important for:

(a) promoting third party access to limited network capacity

(b) giving electricity industry participants confidence as they invest in developing DSO
capabilities and begin to perform DSO functions.

Price-led versus contract-led flexibility

New Zealand’s wholesale electricity market balances electricity demand and supply by using
security-constrained economic dispatch. DSOs will need to work out how best to coordinate
flexible sources and uses of electricity across distribution networks. Distributors must
respond to two imperatives related to flexibility:

(a) operate within local voltage, thermal and power quality limits, from hour to hour
(b) decide whether to invest in upgrading assets, or to defer investment by using flexibility.

A price-led approach to coordinating sources of flexibility in electricity demand and supply
relies on two things:

(a) consumers responding to cost-reflective price signals (eg, time-of-use tariffs)

(b) operational limits for distribution networks, in the form of ‘static operating envelopes’ or
‘dynamic operating envelopes’.

A contract-led approach to coordinating sources of flexibility refers to:
(a) the procurement of non-network solutions to defer network solutions

(b) management of local distribution network constraints

12 See Te Kanapu
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3.23

3.24

3.25

3.26

(c) the availability or activation of flexibility services with performance obligations
(d) arguably, flexible connection agreements’s.

Contracts contain binding commitments to provide defined levels of flexibility for specific
situations (eg, deferring network reinforcement at a particular location), and for a certain
period. The contractual commitments between the distributor and owners of flexible assets
include one-off (eg, tendered) prices for flexibility, rather than continuous price signals.

The price-led and contract-led approaches complement each other in enabling demand and
supply flexibility on electricity distribution networks, and will likely co-exist for an extended
period. Price signals have continuous and wide coverage and can mobilise broad
participation in flexibility, whereas contracted services are targeted more for auditable
network deferral or operational needs.

Looking overseas, the use of price-led flexibility versus contract-led flexibility varies by
jurisdiction, as evidenced by what DSOs are doing in Australia and the United Kingdom.
Australia combines dynamic tariffs and technical distribution network operating envelopes
with the emerging procurement of flexibility services. In contrast, the United Kingdom has
mature arrangements for contracted flexibility services, and evolving price mechanisms.

In New Zealand, retailers have started managing hot water load based on distributors’ peak
pricing periods. Additionally, consumers are using free hours of power that start when peak
pricing periods end. However, CER response is not guaranteed, and correlation and
‘herding’'* can shift electricity demand peaks, as people and their (evolving) automated
energy management systems respond at the same time to price signals, having delayed
using their appliances and CER. This is a reason for pairing price signals with dynamic
operating envelopes — prices steer consumer responses, and dynamic operating envelopes
stop peak demand shifts that result in unacceptable network operating conditions (including
voltage, thermal, or power quality limits being exceeded).

Milestone / Checkpoint

e From 2027 the Authority intends to assess whether distributors, via their own
or joint DSO pilot schemes, are adequately heading towards performing DSO
functions. We will consider measures such as the total estimated size of New
Zealand’s market(s) for distribution-level flexibility services. We note that
FlexForum?s recently estimated there is 590MW-1,150MW of distribution-level
flexibility in New Zealand’s power system, while EECA'¢ has indicated as much
as 1,900MW of peak electricity demand could be moved to off-peak times,
representing up to $3 billion of avoided investment in generation and network
infrastructure.

What DSO model will prevail and how many DSOs are needed?

The Authority’s work on DSO design will monitor the current trend of pilot DSOs following a
variant of the hybrid DSO model. Over the longer term, market evolution may result in the
need to change towards the total DSO model or the total TSO model (eg, once greater
network visibility and digitalisation of the power system occur). The Authority will consider
what that transition might entail, and the conditions that might warrant such a change.

13 Some regard flexible connection agreements as price-led flexibility because the consumer’s price is set low to reflect some flexibility.
Inevitably there will be grey areas, because all contracts involve a price and all prices are supported by a contractual obligation of
some sort.

14 Herding is when time-of-use tariffs cause mass shifting of load, creating another peak at the start of an off-peak period.

15 FlexForum estimate of flexibility.

16 EECA Insights - Understanding the full potential of flexible electricity use in New Zealand — January 2026
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During 2026/27 the Authority will monitor developments such as the progress of pilot DSOs.
From July 2027, the Authority expects to begin assessing whether regulatory intervention
might be needed to facilitate the efficient delivery of key DSO functions. The electricity
distribution sector might naturally evolve to an efficient structure and number of DSOs. Some
distributors may choose to establish DSOs independently or collaboratively, while others may
prefer to outsource one or more DSO functions to other distributors or third-party providers.
Some distributors might decide to remain as distribution network operators (DNOs) rather
than become DSOs, instead purchasing required DSO services.

Determining the optimal number of DSOs is difficult and complex, and some aspects could
take several years to resolve. As a result, this workstream is expected to begin in earnest in
July 2027. Relevant to this workstream is MBIE’s work on exploring the potential for
distributors to make efficiency improvements by collaborating with each other in delivering
regulated lines services and DSO services.

Milestone / Checkpoint

e From July 2027 the Authority intends to begin an initial assessment of whether
regulatory intervention might be needed to facilitate the efficient delivery of key
DSO functions. We will consider inputs such as the total estimated size of
New Zealand’s market(s) for distribution-level flexibility services, and the
extent of progress towards interoperability. This could be evidenced by data
sharing agreements entered into by distributors, as well as common standards
for inverters and communication protocols, standardised service definitions,
and efficient settlement arrangements.

Decentralisation and community involvement in DSO functions

The Authority’s green paper on decentralisation'” noted that many of the benefits of a
decentralised power system come from optimising electricity demand and supply in time and
place. Activities such as peer-to-peer sharing or community virtual power plants (VPPs)
within a distribution network area help enable this, while also enabling equitable access to
the benefits of CER across the community.

However, current market arrangements, distribution pricing structures and retail service
offerings do not fully enable or reward consumers for local sharing of locally-produced
energy, including the potential benefits from coordinating the use of community BESS. Some
of these activities could be performed as DSO functions at the community level.

Local communities and power hubs could contribute to the DSO function of bottom-up
system planning, which requires more spatially granular forecasting capabilities. For
example, DSOs and local planners could estimate the potential for electricity generation and
storage on the roofs of warehouses, shopping malls and schools to serve the electricity
demand needs of local consumers.

Milestone / Checkpoint

¢ It could take several years for community organisations to become actively
involved in the power system, as questions about establishment of local power
hubs and their funding are worked through. We estimate that from 2027 to

17 Green paper - decentralised electricity system — April 2025

15


https://www.ea.govt.nz/documents/7187/Green_paper_-_decentralised_electricity_system.pdf

3.32

3.33

3.34

3.35

3.36

3.37

3.38

2030 community energy organisations could participate in ‘Hybrid+ DSO
models'®.

Market power and flexibility issues

Energy Competition Task Force work programme

The Commerce Commission and the Authority have consulted on the proposed scope of the
Energy Task Force work programme for 2026"°. There is ongoing potential for new
participants and investment in markets for flexibility services, but risks may arise given the
market power of some industry participants (eg, distributors and Transpower) that seek to
become active in adjacent markets.

The Task Force has signalled it will maintain a watching brief on barriers to the development
of flexibility services, including whether barriers to competition arise from firms exercising
market power. Task Force members may act where needed, either jointly or individually.

Monitoring regulatory guardrails

The Authority, the Commerce Commission and EECA have issued a joint letter? to
distributors outlining three steps distributors can take to enable efficient non-network
solutions:

(a) considering non-network solutions alongside traditional network solutions
(b) using pricing as an enabler of non-network solutions
(c) giving the market an opportunity to bid for non-network solutions.

The letter aligns with the DSO roadmap objective of facilitating price-led and contract-led
approaches to developing and growing the market(s) for flexibility services.

Distributors involved in the market(s) for flexibility services must treat FSPs and other third
parties even-handedly to foster competitive outcomes (eg, by implementing transparent and
standardised flexibility procurement processes). DSO functions should be operationally
neutral and clearly distinguishable from DNO roles, ensuring even-handed access for third
parties. If it appears that distributors are not treating FSPs and other interested parties even-
handedly, the Authority might need to take measures such as invoking the arm’s length rules
in the Code or incorporating even-handedness principles in the Code.

It is important to monitor the effectiveness of existing regulatory guardrails to prevent or
address any potential misalignment of interest associated with undertaking DSO functions.
For example, situations may arise where a distributor and the TSO both seek priority access
to the same flexibility service, creating ‘duelling’ over primacy (priority) in the value stack
when an FSP has contracted with both parties. In such cases, clear primacy rules are
needed and should be communicated to FSPs to ensure the consistent, competitive and
transparent provision of flexibility services.

The Authority finalised and published our ‘Guidance on distributor involvement in flexibility
services markets’ in February 2026%'. We will monitor distributors’ compliance with this

"8 In a submission on our June 2025 FSO issues and options paper, Margarita Parra described a Hybrid+ DSO model as "an enhanced
hybrid that not only involves Transpower and EDBs but also actively incorporates local communities and DER owners as participants.
In this model, consumers are not treated solely as passive users but as empowered traders, generators, and decision-makers.”

19 Open letter - Task Force work programme — December 2025

20 Open letter calls for efficient solutions to growing networks — February 2026.

21 Guidance on distributor involvement in the flexibility services market — Decision - February 2026

16


https://www.ea.govt.nz/documents/8259/Margarita_Parra-EA_Consultation_Input_Redacted.pdf
https://www.ea.govt.nz/documents/9035/Open_letter_Task_Force_work_programme_Dec_25.pdf
https://www.comcom.govt.nz/news-and-media/news-and-events/2026/joint-open-letter-calls-for-efficient-solutions-to-growing-networks/
https://www.ea.govt.nz/documents/9223/Guidance_on_distributor_involvement_in_the_flexibility_services_market_-_Decis_hGMLykT.pdf

3.39

3.40

3.41

3.42

3.43

guidance. Our aim is a level and competitive playing field in the emerging market(s) for
flexibility services, in which:

(a) principles-based guidance gives distributors the right incentives to act consistently with
the Authority’s expectations when operating in the flexibility services market(s)

(b) monitoring distributor business decisions against the principles in our guidance supports
the development of flexibility services without unduly hindering open and non-proprietary
innovation.

This workstream involves engagement with the Commerce Commission on the application of
its principles for distributors to properly allocate DSO expenditures that relate to their
regulated lines service, as well as the Commission’s related party disclosure requirements.

Milestone / Checkpoint

¢ In mid-2027 the Authority expects to evaluate, under a work programme it is
currently designing focussed on enabling efficient flexibility and non-traditional
solutions, whether the market for distribution flexibility services has materially
developed. If not, it will identify and assess barriers that may be constraining
providers’ ability to participate and scale. At the same time, building on our
ongoing engagement, we will work with the Commerce Commission to assess
distributors’ progress towards implementing transparent and standardised
flexibility procurement processes.

Workstream 2: Driving efficiencies

The second workstream in this DSO roadmap relates to promoting efficiencies in the
provision of DSO services. The efficient and effective operation of one or more DSOs in New
Zealand depends on several critical factors, such as standardisation and collaboration
between distributors, improved distribution network visibility, and the use of standards and
protocols and data-sharing arrangements across the power system. These all help to
establish interoperability, a critical enabler of DSO functions and flexibility markets. Without
interoperable systems and devices, the coordination of CER at scale will not be possible.

Standardisation and collaboration between distributors

In 2025, the Minister for Energy wrote to electricity distributors setting out his expectations for
greater standardisation and collaboration between distributors, to achieve economies of
scale.?? Distributors were asked to respond by the end of January 2026. The Minister
received 26 responses to his letter — from electricity distributors (including joint submissions),
ENA, and Energy Trusts of New Zealand.

Alongside this MBIE engaged a consultancy to interview distributors, assess their responses,
and identify any further opportunities for efficiencies across distributors. The consultancy has
provided its findings to MBIE, recommending additional distribution efficiency opportunities.

There are significant overlaps between MBIE’s work on standardisation and collaboration
between distributors and the Authority’s work on DSOs. There are likely to be significant
productivity gains from a subset of distributors collaborating on the provision of DSO
functions to other distributors, and from distributors and other parties such as retailers and
FSPs agreeing on standardised flexibility products and trading arrangements.

22 Letter from the Minister of Energy to electricity distributors and the ENA - October 2025
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Milestone / Checkpoint

¢ In late 2027, the Authority expects to assess the extent to which work has
been completed on standardisation and collaboration between distributors.

Improving distribution network visibility

Improved visibility of distribution network asset information (eg, network topology, capacity,
and use of non-network solutions) can unlock a range of benefits. It can support entities
seeking access to a distribution network (access seekers) in deciding where to request new /
upgraded / flexible connections, inform CER investment decisions, and help identify locations
where these assets can provide the most value to the distribution network and/or the power
system. Distribution network visibility is on the critical path of essential inputs for DSOs to
succeed in coordinating CER and stimulating the market(s) for flexibility services.

Current information disclosures relating to network capacity (as required by the Commerce
Commission and under the Code) are of limited use to access seekers. Issues include overly
aggregated data, insufficient spatial information, and inconsistent presentation across
distributors.

ENA’s Network Transformation Roadmap?? includes several actions relevant to network
visibility, such as greater visibility of low voltage networks and the provision of network
information.

Some distributors have identified challenges with providing network visibility, such as:

(a) legacy systems (eg, supervisory control and data acquisition (SCADA) systems, and
asset management systems) that are not designed for open data exchange

(b) the high cost of models using power flow data to calculate distribution network capacity
(c) shortages of skilled data engineers and digital capability
(d) limited transparency around data availability and metering equipment providers’ pricing.

Stakeholders generally support the Authority’s proposal to begin with improving high-voltage
network capacity information, which is better documented and more consistently monitored
than low-voltage network capacity information. However, whilst larger capacity seekers (eg,
operators of vehicle charging points or utility-scale BESS) require high voltage information,
other capacity seekers (eg, residential FSPs) will need low voltage network information.

While high voltage network data is easier to map, low voltage network data is critical to
enabling an intelligent network. This is particularly relevant to decisions on whether to invest
in network infrastructure on a given part of the distribution network or rely on distribution
network flexibility. Most low voltage networks have some branches or spur lines that are
supply constrained despite the overall distribution network being in balance from an
electricity demand and supply standpoint.

The Authority is exploring developing specific regulatory proposals with input from our
Network Services Technical Group and considering ENA’s network capacity work.

In the DSO roadmap, implementing improved distribution network visibility is estimated to
extend to 2030, and is included under the Authority’s flexibility and non-traditional solutions
work programme.

23 Network Transformation Roadmap - Summary.
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Milestone / Checkpoint

e The Authority has released a consultation paper?* that proposes to require
distributors to publish capacity information about their high-voltage networks.
This would include information about load and export capacity, network
topology, planned upgrades, historical reliability and the potential use of
non-network solutions. The paper also proposes requiring distributors to
publish this information in standardised formats such as network maps and
downloadable data sets so it can be easily understood and compared across
distributors. The paper has had input from the Commerce Commission.

Device and inverter standards and communication protocols

3.52 The Authority is engaging with the EEA, EECA, distributors, and Transpower to promote and
facilitate the adoption of common standards across New Zealand’s power system. Ensuring
device and inverter standards and communications protocols are common, or compatible, is
essential to establishing interoperability of consumer-owned devices, market participants’
systems, and FSP platforms. In turn, interoperability is needed for signalling real-time prices.

3.53 Standards and protocols are also essential for distributors performing DSO functions, to
achieve standardisation of dynamic operating envelopes across distribution networks. This is
a high priority for the electricity distribution sector.

3.54 The objective should be capability-based interoperability rather than prescribing a particular
protocol. Convergence on a small set of open, standards-based approaches at the systems
level will reduce integration costs and enable portability across networks.

3.55 Adopting standards and protocols that facilitate ‘plug and play’ interoperability should extend
to FSPs because communications, data exchange, and cyber security need to exist at the
interface with a consumer’s premises/home. This interface enables the coordination, or
‘orchestration’, of CER and behind-the-meter devices, and facilitates consumers controlling
their consumption data.

3.56 Interoperability is on the critical path for DSO success. In the DSO roadmap, the workstream
looking at device and inverter standards and communication protocols is expected to
continue until the end of 2028.

Milestone / Checkpoint

e The Authority, through the development of a flexibility and non-traditional
solutions-focussed work programme, has already started to engage with
industry participants and interested parties via workshops. These discussions
covered a range of topics relevant to market development including
interoperability.

e By June 2027 the Authority should be in a position to begin assessing whether
regulatory intervention is needed to mandate certain capability-based
standards and protocols. We intend to do this by looking at the extent of
progress towards interoperability. This could be evidenced by data sharing
agreements as well as common standards for inverters and communication
protocols, standardised service definitions, and efficient settlement
arrangements.

24 Improving information on high-voltage network capacity — May 2026
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Developing standardised flexibility services and trading arrangements

An essential task on the path to successfully implementing one or more DSOs is moving
towards the standardisation of flexibility products, including product definitions, measurement
windows, baselining approaches, settlement processes, performance assurance and
verification, and dispute processes. This standardisation can promote liquidity and
confidence in contract-led flexibility and non-network solutions.

Further work is required to determine whether standardised flexibility service specifications
and trading arrangements can be developed through collaboration between distributors and
local market platform operators, such as Piclo and Localflex. Our Energy? is rolling out

Localflex, a local flexibility market, in collaboration with EPEX SPOT, to several distributors.

If these developments stall or appear unlikely to develop into wider market platforms, this
could indicate the need to create a national flexibility market platform or market facilitation
role (as seen in the United Kingdom). EECA is currently working with the Authority, the
Commerce Commission, and Transpower to assess whether a national flexibility market
platform is needed / viable. This is part of EECA’s work on scaled demand flexibility pilots.

As any market facilitation role would fall within the Authority’s statutory functions, the
question of whether such a role is needed will be considered as part of our upcoming
flexibility and non-traditional solutions work programme.

Part of the requirement for establishing flexibility market platforms is enhancing the CER
information in the Registry of installation control points (see Registry enhancements below).

The Authority expects distributors and FSPs to develop flexibility services, including how they
are packaged and priced, over the next two years (ie, until mid-2028). This will help
determine whether a national flexibility market platform or facilitator is needed.

Milestone / Checkpoint

e From June 2028, the Authority expects to engage with the Commerce
Commission, EECA and others on whether a national flexibility services
platform should be established.

Registry enhancements

The Registry of installation control points holds information about connections to New
Zealand’s electricity networks. The Registry plays an important role informing network users
on what types of installation are present at points of connection to a network, and who the
electricity retailer is.

The Authority is progressively upgrading the Registry through a series of related projects
rather than a single dedicated programme. Some enhancements have been delivered (eg,
enhanced distributed generation fields), with other enhancements under consideration (eg,
proposed new metering and switching fields).

These upgrades are increasingly important as electrification accelerates and more CER are
installed behind customer meters. Improved visibility of the location, size, and functionality of
CER will enable distributors to undertake better network planning and operational
forecasting. In addition, it will give FSPs more ability to offer targeted non-network solutions
and will expand the range of CER-related services and products available across the sector.

25 See Our Energy
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Milestone / Checkpoint

e From July 2027 the Authority, through its future system operation (FSO)
workstream and the flexibility and non-traditional solutions work programme,
intends to evaluate distributors’ progress towards securing better network and
CER visibility through information collection and sharing, as part of monitoring
the critical path towards successful DSO implementation. We will use inputs
from the network visibility and Registry enhancements workstreams.

Cyber security

New Zealand currently takes a predominantly voluntary approach to cyber security, with tools
and guidance provided by the National Cyber Security Centre to help critical infrastructure
entities understand and manage their cyber risks. However, the level of investment in cyber
security across critical infrastructure such as electricity assets is not always commensurate
with the consequences of cyber-attacks.

The New Zealand Government has recently released a new national cyber security strategy
for 2026-302%. The Authority has engaged with DPMC to identify and classify MOSPs (eg, the
transmission system operator) as being critical or essential infrastructure. At present, there
are no legislative requirements for MOSPs to implement cyber security measures?’.
However, this could change, depending on the results of the DPMC discussion paper?®
published alongside the cyber security strategy.

The increasing uptake of CER and the need for more data sharing to coordinate their
effective operation, raises additional cyber security concerns about connected smart devices.
While some standards and protocols that ensure the interoperability of connected devices
contain cyber security protections, others do not.

EECA is addressing the cyber security challenges associated with coordinating/orchestrating
CER / DER. The EECA pilots discussed later in this DSO roadmap will have standardised
communication protocols and data exchange, and cyber security rules. The cyber security
rules are intended to form the basis for future regulation — though EECA does not yet have
these powers. This is a workstream that EECA envisages will go from 2026 to mid-2028.

Milestone / Checkpoint

e From late 2026/early 2027 the Authority intends via its flexibility and non-
traditional solutions work programme and will, in consultation with EECA, be
addressing items on the critical path towards establishing flexibility and
developing DSOs. However, facilitating the adoption of best-practice
approaches to cyber security by DSO stakeholders might be shifted to a later
session in 2027.

26 New Zealand's Cyber Security Strategy 2026 — 2030 | Department of the Prime Minister and Cabinet (DPMC)

27 Cybersecurity requirements are specified at a high level in the non-functional specification for each MOSP. These requirements have
been reviewed and updated for the 2027 re-procurement round.

28 Discussion document: Enhancing the cyber security of New Zealand's critical infrastructure system - Department of the Prime

Minister and Cabinet — February 2026
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Workstream 3: Accelerating flexibility

Workstream 3 within the DSO roadmap is intended to stimulate greater activity and liquidity
in the market(s) for flexibility services. Some initiatives, such as flexible connection
agreements, provide a direct boost to distribution flexibility services. Others, such as pilot
schemes, provide more subtle incentives for growth in distribution flexibility services.

Flexibility and non-traditional solutions

The Authority is developing a flexibility and non-traditional solutions work programme to
understand the value of flexibility across the power system—across wholesale, network and
retail settings—and where barriers are preventing that value from being realised efficiently.
Initially, this programme will focus on identifying barriers and monitoring market
developments. It will draw on stakeholder engagement and real-world evidence to determine
whether and where Authority action could materially improve long-term consumer outcomes.
Potential options under consideration include:

(a) Examining how the value of flexibility is revealed across wholesale, network and retail
settings, including whether existing price signals, procurement processes and planning
frameworks make that value sufficiently visible and accessible to support efficient
investment and participation. This may include consideration of wholesale market
access, network procurement and pricing practices, and whether greater consistency or
transparency in how flexibility is valued would materially improve consumer outcomes.

(b) Examining whether existing industry participant classes (including retailers and
generators) are sufficient for emerging aggregation models, or whether alternative
participation pathways would better support scalable, competitive provision of flexibility.

(c) Understanding what assurance, performance and control arrangements are required for
flexibility to be relied upon by system and network operators, including whether clearer
expectations or shared frameworks would enable flexibility to be treated as a credible
alternative to traditional solutions in planning, procurement and operations.

Milestone / Checkpoint

e From July 2027 the Authority expects to be in a position to synthesise insights
from the flexibility and non-traditional solutions work programme, including
whether identified barriers appear to be easing, and where further
investigation or Authority action may warrant consideration.

Flexibility service providers, flexible connections and hot water cylinders

Flexibility service providers

The role of FSPs, also known as aggregators, potentially is critical to the competitive growth
of the market for flexibility services in New Zealand. FSPs can aggregate the flexibility of
CER and package that flexibility as a service, which can then be offered to network operators
and/or into the wholesale electricity market. The Authority has published guidance to
distributors on how to treat parties such as FSPs even-handedly?® and has engaged with
MBIE about the possibility of the Code regulating FSPs. This would give FSPs certain rights
and obligations, as industry participants.

29 Guidance on distributor involvement in the flexibility services market — February 2026
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Flexible connections

A flexible connection involves offering customers connection to the network at favourable
terms, in exchange for them accepting some load flexibility conditions. This has the potential
to help increase the utilisation of existing network capacity while reducing or deferring the
need for network upgrades. The offering and rollout of flexible connections promises to be a
very important source of flexibility and a contributor to CER coordination in the short term.

Hot water load control and load management protocols

Like flexible connections, more active and granular control over hot water load, currently
being trialled and introduced by several retailers and distributors, has significant potential to
increase the amount of demand-side flexibility in the power system. Hot water load control is
the most important source of residential load flexibility in New Zealand. Improved network
visibility and forecasting techniques are facilitating more granular and real-time control of hot
water load. Data sovereignty is essential if consumers are to be offered an equitable share of
the value of their flexibility.

The Authority is currently considering how load management protocols best fit under the
default distributor agreement template in Part 12A of the Code. For example, the Authority is
considering whether load management protocols in the default distributor agreement
template should apply to load aggregators, and whether defining an emergency event would
aid the management of network congestion in extreme network conditions.

Milestone / Checkpoint

o If the Authority considers FSPs should be industry participants, then we could
potentially recommend this to MBIE by the end of 2026. We are engaging with
parties involved in flexible connection offerings, with a view to seeing these
rolled out nationwide by the end of 2028. We also expect improved hot water
load control arrangements to be rolled out by the end of 2028.

Encouraging pilots and research

Various DSO functions are being trialled ahead of broader deployment. The Authority
acknowledges the importance of us supporting and engaging with electricity distributors, the
TSO, and EECA on their planned and active DSO pilots. The Authority provides support
primarily through our Power Innovation Pathway*°.

EECA has several work programmes relevant to DSO functions and capabilities. These
relate to demand-side flexibility pilots, standards, and cyber security, as well as ensuring the
connection and interoperability of electric vehicles and household appliances.

EECA has six demand-side flexibility pilots underway — five focused on residential electricity
consumers and one on industrial consumers. Community BESS will also feature in these
(scaled) pilots. The pilots will run until 2028. The pilots focused on residential consumers are
targeted at homes in constrained areas of distribution networks. The pilots are intended to
provide evidence on the potential to defer or avoid network upgrades. EECA is co-funding
the CER and retrofit costs for participating homes. As part of the Efficient Demand Flexibility
project®', EECA will award grants to FSPs to support the purchase of larger BESS. These
BESS will enable load-aggregation services, primarily for commercial and industrial sites.

EECA'’s pilots use standardised communication and data exchange protocols, and cyber
security rules designed as a template for future regulation. The standardised data exchange

30 Electricity Authority | Power Innovation Pathway.

31 EECA — Efficient demand flexibility
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protocols used in EECA’s pilots align with the principles of the forthcoming consumer data
right for the electricity retail sector. Data must be easily accessible and transferable,
potentially for use in a national flexibility market, provided that explicit consumer consent is
obtained.

Ara Ake was involved in pilots and other projects facilitating the development of the market
for flexibility services. Ara Ake’s National Flex Discovery Fund®? offered targeted funding to
help FSPs become discoverable on an open-access flexibility platform, and to help support
FSPs already visible on such platforms to scale or enhance the capacity or reliability of their
flexibility resource. Recent grants have been focused on reducing the barriers that FSPs face
in participating in flexibility markets, such as software integration, system testing, and
customer engagement.

Ara Ake funded a report by the University of Otago®® on baselining, which is the process of
estimating what someone’s power use would have been if they had not responded to a
flexibility or demand response event.

Milestone / Checkpoint

e Beginning in July 2027 the Authority intends to review lessons and experience
gained from EECA’s trials and pilots and update our assessment of progress
towards developing DSO functions and capabilities and one or more flexibility
markets in New Zealand.

Implementing FlexForum’s Flexibility Plan 2.0

The FlexForum revised its Flexibility Plan in 2025.3* The revised plan comprises 41 actions,
with an explicit focus on the actions and choices available to consumers when considering
and deciding on flexibility. The revised plan extends out to 2027 and reflects the lessons and
experiences gained around flexibility since 2022.

Milestone / Checkpoint

e From July 2027, the Authority will review lessons and experience gained and
update our assessment of progress towards developing DSO functions and
capabilities and one or more flexibility markets in New Zealand.

Workstream 4: Distribution network connection and pricing

Ensuring consumers receive efficient price signals in relation to using and connecting to
electricity distribution networks is important for promoting the efficient operation of the
electricity industry for the long-term benefit of consumers. The Authority has the following
projects and work programmes to support these objectives.

Distribution connection guidelines

The Authority is participating in the Streamlining Connections Programme®® with the EEA and
ENA. The purpose of this work programme is to improve the consistency and efficiency of
experience for parties connecting to New Zealand’s electricity distribution networks. The EEA
is developing connection guidelines, intended for adoption by all distributors so as to
standardise connection requirements nationally. This work is important for connecting

32 Ara Ake national flex discovery fund.

33 Ara Ake: Review of Baseline Methods for Demand Response — June 2025

34 FlexForum flexibility plan.

35 EEA - Streamlining Connections Programme
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intelligent technologies and enabling electricity demand flexibility. The Authority has asked
the EEA and ENA to develop such policies jointly with access seekers. The Code requires all
distributors to adopt these policies without the need for the policies to be incorporated in
regulation.

The Streamlining Connections Programme also provides for the Authority, EEA, and ENA to
each work on related initiatives. Examples include developing technical guidelines for the
connection and commissioning of DER and improving the consistency and efficiency of
distribution network connection processes by mapping the customer journey.

One such initiative the Authority is working on currently, with input from EECA and WorkSafe
New Zealand, is the development of a guideline on residential distributed generation
connected to low-voltage sections of distribution networks. We plan to complete further
technical guidelines over the next couple of years.

Milestone / Checkpoint

¢ The Authority estimates that the Streamlining Connections Programme and
the development of technical guidelines for the connection and commissioning
of DER will be completed by the end of 2028.

Distribution connection pricing

The Authority is undertaking a programme of work on distribution connection pricing¢,
initially focused on load connection. We have introduced fast-track connection pricing
requirements to improve transparency, consistency and the allocation of connection costs,
including mitigating first-mover disadvantage. We have also decided to introduce a targeted
intervention framework as an interim safeguard, protecting existing users from subsidising
connection activity and prospective connections from inefficient cost shifting. We are also
progressing further reform ahead of the Commerce Commission’s next review of distributor
revenue paths.

Milestone / Checkpoint

e The Authority expects to publish its targeted intervention decision in late June
2026. The framework will allow the Authority to address connection pricing
methodologies that result in subsidies or inefficiently shift shared network cost
recovery onto new or upgrading connections.

¢ In July, the Authority expects to publish an issues paper seeking feedback on
the direction and priorities for further reform of connection pricing, so that any
resulting changes can be decided and implemented in time for the Commerce
Commission’s next default price-quality path (DPP5).

Linked to the Authority’s work on distribution connection pricing is our review of the current
distribution pricing settings for generation connected to distribution networks, referred to as
the Distributed Generation Pricing Principles (DGPPs). We want to ensure these price
settings are fit for purpose and support efficient investment in both distribution networks and
generation assets injecting into distribution networks — from rooftop solar through to
utility-scale distributed generation.

36 Distribution connection pricing reform | Our projects | Electricity Authority
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Milestone / Checkpoint

e In our most recent consultation paper®” we sought feedback on potential
changes to the DGPPs.

Implementing time-of-use distribution tariffs

The Authority recently mandated that electricity retailers offer time-of-use (ToU) pricing plans
to consumers from July 2026.38 ToU pricing encourages consumers to shift their electricity
consumption away from peak demand periods, which have high associated costs due to the
need to invest in electricity generation and transportation (network) assets.

Since 1 April 2026 electricity distributors have also been required to assign their customers
that have smart meters to time-varying tariffs where offered (which are typically ToU
distribution tariffs) and then invoice the consumer’s retailer based on this tariff®®. This is to
encourage retailers either to pass on distributors’ ToU prices to consumers through retailers’
ToU pricing, or to obtain and use demand-side flexibility to shift electricity use away from
peak demand periods.

Implementing peak injection rebates

Since 1 April 2026 distributors have been required to pay rebates when residential and
smaller business consumers*® export electricity to the distribution network during periods of
peak network use.*' The aim of this is to incentivise more efficient investment and operation
of distribution networks. The Authority considers this will also stimulate the uptake and
viability of CER in New Zealand, thereby increasing the amount of flexible generation
available during peak demand periods.

The Authority will continue to monitor distributors’ peak export rebates to ensure they are
rewarding consumers for the benefits they provide the networks. We will also provide
distributors with further guidance on how rebates should be set based on Long Run Marginal
Cost (LRMC), which is discussed below.

Distribution pricing to encourage demand-side flexibility

The Authority’s distribution pricing work includes a programme of work examining distribution
pricing that supports demand-side flexibility (DSF) from consumers.

Tariffs charged by distributors to their customers can have a fixed part and a variable (usage-
based) component. The variable part is intended to promote efficient demand-side flexibility,
is based on the amount of electricity consumed and may either be charged at the same rate
all day or differ by time of use (see below). Distribution pricing should be cost-reflective. The
reasoning behind a fixed component is to recover the costs associated with providing the
connection to the network and the wider network itself. The variable component is intended
to reflect the contribution that customers typically make to peak network demand on the
network, and the associated cost of investment in network capacity and infrastructure.

The Authority is considering cost-reflective tariffs through our Long Run Marginal Cost
(LRMC) Distribution Pricing work. This work will provide guidance to distributors to help in
setting their variable peak distribution prices. The Authority wants to see distributors using
more cost-reflective pricing. We expect cost-reflective pricing will foster more efficient

87 Reforming network pricing for distributed generation to promote efficient investment

38 Improving pricing plan options for consumers: Time-varying retail pricing for electricity consumption and supply — July 2025

39 Charging based on time-varying distribution charges — Distributor Guidance — September 2025

40 Consumers in price categories that target households and small businesses with a connection capacity of up to 45kVA, and who
export up to 45kW, will be eligible.

41 Task Force 2A - Decision paper — January 2026
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investment in, and use of, distribution networks, and stimulate efficient demand-side
flexibility, including via facilitating efficient investment in CER.

Our future work in this area will examine whether changes are needed to our current
approach to distribution pricing to ensure distribution pricing sends efficient signals targeting
DSF. This will support optimising distribution costs for the long-term benefit of consumers. It
will also examine how pricing should evolve to support increasing electricity demand in an
efficient way, including effectively managing peak demand and reducing pressure on
networks as electrification increases.

Further development of cost-reflective distribution tariffs beyond standard ToU pricing is
possible. This may include bespoke peak pricing for discrete parts of a distribution network,
or contracted pricing for individual consumers. There is also the potential to develop more
dynamic real-time distribution prices (eg, short run marginal cost pricing) for periods of
congestion on the distribution network. However, such pricing would be complex to
implement and is yet to be considered fully.

The distribution pricing to support DSF work programme will support the Market
Development Advisory Group (MDAG) recommendation 442, which is for the Commerce
Commission to use Part 4 of the Commerce Act to require distribution price signals to
facilitate demand-side flexibility or DSF. The Authority will work alongside the Commission to
ensure any guidance and approaches for distribution pricing are in place in time to inform the
Commission’s next default price-quality path (DPP5), which will be set in November 2029.

Milestone/checkpoint

e The Authority plans to publish guidance on distribution pricing based on LRMC
in August 2026.

e The Authority will formally engage with stakeholders by June 2027 on
distribution pricing measures to encourage demand-side flexibility.

Regulating price, revenue and quality for non-exempt distributors

The Commerce Commission’s current enabling work programmes include information
disclosure requirements for distributors and extra innovation allowances provided for under
the electricity distribution default price-quality path for 2026-30 (DPP4). The Commission will
also assess applications for an Innovation and Non-traditional Solutions Allowance, from
2026 to 2030. These provide important context for this DSO roadmap.

Milestone / Checkpoint

e The Authority will engage with the Commerce Commission on DSO-related
matters as the Commission develops the 2030-35 default price-quality path
(DPP5) for the subset of distributors that are subject to price-quality regulation
(non-exempt distributors). This will include engaging with the Commission on
potential settings, incentives and information disclosure requirements for non-
exempt distributors for DPP5.

42 Price discovery in a renewables-based electricity system: Final Recommendations PAPER 2023
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Workstream 5: Prioritising consumers

Data programme
Supporting the Consumer Data Right for electricity retail sector

3.100MBIE is in the process of implementing a consumer data right for the electricity retail sector.
Regulations are expected to be in place around the middle of 2026, after which electricity
retailers will have 12 months to comply.

3.101The importance of the consumer data right for the electricity retail sector is that consumers
will be entitled to more information about their electricity use. This information will help them
make better-informed decisions about shifting their electricity demand/supply. This should
complement and facilitate DSOs coordinating CER in a way that maximises benefits to
consumers and the power system alike.

Milestone / Checkpoint

e The Authority expects its data programme, including supporting the consumer
data right, to continue until approximately the end of 2027.

Digitalisation

3.102The Authority’s Digitalisation System Map*® builds on a discussion paper** and a series of
workshops in 2025. The Digitalisation System Map has interdependencies with the DSO
roadmap, and with our work on improving distribution network visibility. The Digitalisation
System Map provides a whole-of-system view of what is needed for electricity industry
participants to deliver a digitalised, interoperable and coordinated power system. It targets
several key outcomes, including:

(a) Ensuring that across New Zealand’s power system there are in place appropriate data
access arrangements, communication protocols, technology standards, roles, and
incentives to integrate and promote the use of flexibility services and to enable a more
decentralised electricity system.

(b) Enabling secure and timely data exchange, with high quality, frequent, and granular data
that supports automated actions.

3.103The Authority is developing product and consumption data standards to improve data
exchange between consumers, retailers, and accredited third parties, thereby supporting
new products and services. This includes supporting MBIE to develop a ‘consumer data right’
for the electricity retail sector, which will require a business to provide designated customer
information it holds to its customer on request and to trusted third parties with the customer’s
authorisation.

3.1041n the DSO roadmap, implementing digitalisation across the power system extends to 2030.

Milestone / Checkpoint

e Areas prioritised in the Digitalisation System Map for the next 1-3 years
include investigating the contractual basis for data sharing and adopting
inverter and device standards and communication protocols (with EECA).

43 Digitalisation-system-map
44 Our future is digital - 2025.
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Endorsing and promoting consumer devices and products

3.105Through its recent Green Paper on residential products, EECA consulted with industry and
the government on the potential for a list of residential products to have connectivity and
interoperability included (ie, plug and play intelligent). The consultation anticipated that
amendments to the Energy Efficiency and Conservation Act 2000 (EEC Act) will be made to
expand EECA’s powers to regulate intelligent devices and systems. In the meantime, EECA
is moving forward using a voluntary approach ahead of any regulation.

3.1061f the EEC Act is amended as proposed, the range of technologies regulated by EECA will
expand to include electric vehicle chargers, vehicle-to-everything*® chargers, inverters, solar
photovoltaics, and BESS. EECA is keen to ensure its regulations point to relevant Code
provisions or include Authority requirements. EECA will use a rules-based system to enable
quick changes at the Board or Ministerial levels.

Milestone / Checkpoint

e EECA is hopeful the amended EEC Act will be in force by the end of 2026.

3.107EECA'’s list of approved electric vehicle smart chargers represents some 80% of the current
New Zealand market. Suppliers have been keen to be included, to qualify for government
procurement contracts. EECA is updating the list to include vehicle-to-everything chargers
and will work closely with the Authority to ensure alignment with any relevant Code
requirements.

Milestone / Checkpoint

o EECA plans to have the revised list of approved electric vehicle smart
chargers, including vehicle-to-grid chargers, completed by mid-2026.

3.108EECA sees home energy management systems as a key technology for coordinating
devices at a consumer’s premises and as a single ‘touchpoint’ for FSPs.

Milestone / Checkpoint

e EECA is preparing a budget bid to support a pilot on home energy
management systems which, if successful, will run from 2026 to June 2028.

Stocktake of flexibility and research on social licence

3.1091n January 2026, EECA released a stocktake of potential demand-side flexibility availability in
New Zealand*®. This indicated the flexibility potential is larger than previously expected.

3.110Recent EECA-commissioned research*” on consumer perceptions of using intelligent devices
and their willingness to provide flexibility to FSPs identified steps EECA may need to take to
build and maintain social licence. Anecdotal feedback indicated low levels of consumer trust
in electricity providers, suggesting potential value in EECA communicating flexibility-related
value propositions directly to consumers.

Milestone / Checkpoint

e The Authority expects EECA’s work stream on demand-side flexibility
availability, including consumers’ willingness to provide flexibility to FSPs, to
last until the end of 2027.

45 These are chargers that can communicate and share data with multiple entities affected by or affecting the vehicle’s battery (eg, the

electricity distribution network to which the vehicle is connected (vehicle-to-grid) and the house or premises at which the vehicle is
located (vehicle-to-home)).

46 The full potential of flexible electricity use in New Zealand — January 2026
47 The research was undertaken by Verian using survey methods, and was delivered to EECA in early 2026.
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Conclusion

What success looks like

The Authority wants to see distributors making significant progress towards implementing
DSO functions over the next 12 months. In the short term (by July 2027), the Authority
wishes to see progress towards:

(a) improved visibility of, and signalling of, constraints on the high-voltage sections of
distribution networks, and a defined pathway to improved visibility of the low-voltage
sections of distribution networks

(b) draft form standardised flexibility product definitions, baselining, activation,
measurement, and settlement guidance

(c) indications of participation and increasing liquidity in the flexibility market(s), across
multiple distribution networks

(d) an agreed approach to interoperability of systems, or a clear path towards it

(e) minimum cyber security and data governance safeguards and incident-response
expectations.

By 2030, the Authority expects to see:
a) improved visibility of distribution networks and DER

b) interoperable systems and devices enabling coordination at scale

(
(
(c) active participation, and therefore greater liquidity, in the market(s) for flexibility services
(d) clearer coordination between transmission and distribution system operators

(

e) increased consumer participation and value from flexible energy use.

Next steps

As noted in the introduction, although the publication of this DSO roadmap does not
represent a formal Authority consultation, we welcome feedback from interested parties by
31 July 2026. The Authority will consider any such feedback and may publish a further
version of the DSO roadmap in response.

Regardless of whether we publish a further version of the roadmap this year in response to
feedback, a further version may be published at a later date — as there may be value in
treating the roadmap as a ‘living document’. Progress in the Authority’s flexibility and non-
traditional solutions work programme over the next 12 months might result in the DSO
roadmap being updated.

As noted earlier in this paper, we will be monitoring progress, to ensure the industry stays on
the critical path towards successful DSO implementation. From July 2027 the Authority
intends to assess the progress of distributors and others in developing and implementing
DSO roles and responsibilities under the hybrid DSO model and evaluate whether a different
DSO model might be more efficient at a larger scale. If we do not see progress as expected,
we will consider whether further regulatory intervention is needed.
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