Thank you for attending
today's session

Please wait for us to open the session at 10am

‘Further reform of distribution connection pricing’ webinar
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Further reform of
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pricing

Consultation 13 July — 24 August 2026
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Mauri oho
karakia timatanga

(for beginning, starting, opening)

Mauri oho
Mauri ta
Mauri ora
ki a tatou
Haumi e, Hui e

Taiki e!

Life force awaken
Life force stand tall
Life force all wellness, good health for all

Join together, unite, the group is ready to progress for the purpose of
coming together
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Introduction

Tim Sparks, General Manager Networks and System Change

Why connection pricing matters

Katherine Hume-Pike, Principal Advisor, Network Pricing

Targeted intervention

Katherine Hume-Pike, Principal Advisor, Network Pricing

Further reform of distribution connection pricing

Oscar Horstmann, Senior Analyst, Network Pricing

Questions?

Please post questions using the Q&A channel in Microsoft Teams
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WHY CONNECTION
PRICING MATTERS
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Why connection pricing matters

* Pricing for monopoly services not shaped by competition

* Regulators promote efficient pricing to support long-term benefit of consumers
« Connection charges and lines charges work together

Cost
allocation

Incentives Predictability

Consistency Contestability
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TARGETED
INTERVENTION
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Decision paper

» Decision published 1 July 2026:

« balance point principle framework (Code)
« discount rate (minor Code)
« obligation to supply (update)

 Draft guidance balance point principle
« for feedback published 9 July
« — balance point principle framework - process and pricing principles
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Balance point principle — process

Scanning

Notify distributor and provide

opportunity to respond
6B.11B(4)(a) and (b)

Close
examination

Draft report and opportunity

to respond
6B.11B(4)(c) and (d)

Direction

Sector-wide monitoring

Targeted information
gathering and analysis

Direction to amend a
pricing methodology
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Balance point principle - pricing

Subsidy-free floor
(neutral point)

“..the costs of new connections
and upgraded connections are
not subsidised by existing
connections”

Cost-shifting restriction
(balance point)

“..new connections and upgraded
connections otherwise make a
similar (or lower) contribution to
shared network costs as similar
existing connections”
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Discount rate

Discount rate used when estimating subsidy-free floor

Align with Commerce Commission WACC estimate

Change from 50t to 65t percentile (annual update)
From 1 October 2026

Higher subsidy-
free connection
charge

Higher discount } Lower PV of
f

rate uture revenue

s
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Supply obligations

 Risk that tightening connection pricing oversight could prompt refusal to connect

» Preferred direction to establish clear:
 obligation to make connection offers

e suite of access standards

To manage the amount of change underway ... Authority will monitor supply issues
and work toward the preferred direction over time and in stages. We will closely
monitor distributor behaviour and connection outcomes and revisit this approach if

emerging evidence suggests access or supply issues.
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Guidance - Balance point principle released 9 July

* Purpose
* Process — monitoring and engagement

» Pricing principles — assess alignment with methodology

Balance point principle

guidance  Balance point principle focus

. « pricing methodologies — methods to determine charges (not
individual quotes, prices or charges)

 connection charges —new or upgraded connections, capital
contributions & in-kind contributions (vested assets)

» total contribution — the total charge - includes connection
charges and lines charges.
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Guidance structure

background and key concepts

process guidance
¢ scanning
» close examination
« direction if required

pricing guidance
 subsidy-free neutral point
 cost-shifting restraint

appendices
» glossary

 illustrative scenarios

« Code amendments
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ISSUES FOR
CONSULTATION

FURTHER REFORM



CORE PRICING
ISSUES
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Choice of funding
mechanism

Estimating the
incremental cost
of a connection

Determining portion
to recover via a |:>
connection charge

Il

boundary for connection-led
funding
other recovery mechanisms

supplier cost containment
incentives

transparency

assurance

form

floor

cap (or band)
rate of change
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OTHER PRICING
EVENTS

Other pricing
events

\

J

Customer and third-
party contributions

Rebates and
payments

Regulatory test and
funding options

ELECTRICITY
AUTHORIT

TE MANA HIKg ‘ 1 7



OTHER
POTENTIAL
GAPS

Extending access
arrangements

Mitigating stranding
risk

Third-party multi-unit
connections

A/

Other
potential gaps
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OTHER
POTENTIAL
ISSUES

Other
potential
issues

\

J

Accommodating
contestable works

Accommodating
asset vesting

Pricing without
consumer groups
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REGULATORY
DESIGN AND
STEWARDSHIP

W

Code el pgctlon Connection
requirements pricing quotes
methodologies
Dispute
resolution

&
”ferc‘s'/he
nt

Guidance
Self-assessments
Self-certifications
Independent certifications
Audits
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Why timing matters

« December 2027 target for any changes that would affect connection
charges (ie, increase net capex flowing into DPPS5 revenue paths)

Electricity Authority develops
Code change

Distributors forecast net
expenditure

Pricing goes live

Commerce Commission
determines revenue paths

\ \ \
[ | | |
| 2026 | 2027 | 2028 2029 | 2030
71 1 1 & 1 1T T 1T 7T T 1 L
April A April A A April A A A A
Amendment
Issues paper proposal Decision 2029 AMPs DPP5 draft II:\)/IZFI;SII‘(I: i??é(c?nd
decisions
DPP5 final
decisions

ELECTRICITY
AUTHORITY 21
TE MANA HIKO



ELECTRICITY s

e MANA LK Qu_es!ions'-’
Patai?

distribution.pricing@ea.govt.nz


mailto:distribution.feedback@ea.govt.nz
mailto:distribution.feedback@ea.govt.nz
mailto:distribution.pricing@ea.govt.nz

He Karakia Whakakapi

(for closing, ending)

Kia tau kia tatou katoa
Te aio, te aroha me te marutau

Trthei mauri ora
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