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1. Thank you for providing us with the opportunity to provide feedback on further reform of distribution connection 
pricing. 

2. Horizon Networks is a small trust-owned Electricity Distribution Business (EDB) serving over 25,000 consumers in 
the Eastern Bay of Plenty region.  As a trust-owned EDB, we have a strong consumer focus and seek to benefit 
both our Shareholder Trust Horizon and the communities we serve.   

3. Horizon Networks supports the Electricity Authority’s (Authority’s) objective to promote efficient pricing that 
supports the long-term benefit of consumers through cost reflectivity, allocative efficiency, predictability, incentive 
alignment, consistency and transparency, and contestability1.   

4. Horizon Networks is concerned that the Authority has not clearly established evidence as to the scale, nature or 
basis of the problems the proposed connection pricing reforms are intended to address. The consultation material 
identifies theoretical concerns and outcomes but does not identify the extent to which existing connection pricing 
arrangements are producing inefficient, anti-competitive or consumer-harm outcomes.  Nor does the consultation 
material provide specific examples demonstrating that anti-competitive conduct by EDBs exits or is a material and 
systemic issue requiring regulatory intervention.  Before progressing significant reforms that may alter risk 
allocation, customer choice and contestability, Horizon Networks considers the Authority should clearly identify 
the behaviour it seeks to change, demonstrate the materiality of the problem, assess the costs and benefits of 
intervention, and consider whether targeted competition and transparency measures could achieve the desired 
outcomes without displacing existing competitive market mechanisms. 

5. Horizon Networks is also concerned that some of the options identified in the issues paper may incentivise 
behaviours that undermine efficient pricing and long-term consumer benefit.   

6. Specifically, the proposed allocation methodologies: 

• risk undermining competition for the provision of connection services; and  

• would shift greater financial responsibility for connection costs onto EDBs, incentivising EDBs to mitigate 
cost risk through increased control over connection asset investment decisions. 

7. Of relevance is the Commerce Commission’s 13 August 2026 letter to electricity networks regarding competition 
in connection works 2 . Horizon Networks supports the Commission’s expectations that, wherever safe and 
practicable: 

• consumers should have a choice of provider for connection works,  

• EDBs should clearly identify contestable and non-contestable works; and 

• EDBs should apply transparent, non-discriminatory processes for approving and managing third-party 
providers. 

8. Connection pricing reform needs to be developed with competition and consumer choice in mind, so that pricing 
regulation supports rather than replaces efficient competition in connection works. 

 
1 Paragraph 2.5 of Further_Reform_of_Distribution_Connection_Pricing_-_Issues_Paper 
2 Available at:  https://www.comcom.govt.nz/news-and-media/news-and-events/2026/commerce-commission-sets-
expectations-for-competition-in-electricity-connections/  
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Allocation of risk is a central principle that drives behaviour, and efficient outcomes  

9. A key economic principle is the allocation of risk, and that risk should be borne by those best placed to manage 
the risk.   

10. This is a fundamental concept within the Commerce Commission’s Input Methodology decision-making 
framework3.   

Allocation of risk: ideally, we allocate risks to suppliers or consumers depending on who is best placed to manage 
the risk, unless doing so would be inconsistent with section 52A. In line with section 52A(1)(a) and (b), appropriate 
risk allocation and, where relevant, appropriate compensation for the risks carried, maintains incentives to invest 
and promotes efficient behaviour; 

11. Allocating risk to those who are best placed to manage the risk promotes efficient behaviour.  

12. The Authority’s proposed allocation methodology reforms should therefore be assessed not only on where costs 
are allocated, but also on how risks are allocated and the behaviours that allocation of risk is likely to encourage. 

Behavioural impacts should be assessed explicitly.   

13. Regulation is about influencing people’s behaviour to improve outcomes for all New Zealanders.4 

14. As a result, the key aspect of any regulation should be to consider how it will influence the behaviour of all 
stakeholders.   

15. Horizon Networks considers it is fundamental to the reform of connection pricing that behavioural responses are 
assessed and communicated.  

16. The allocation methodologies within the Issues Paper largely focus on the direct allocation of costs between 
connection applicants, EDBs and existing consumers. However, changes in risk allocation are also likely to 
influence the behaviour of EDBs, connection applicants and contractors. 

17. These behavioural responses may have a greater impact on efficiency than any direct cost allocation. In particular, 
where risk is transferred to EDBs, EDBs can reasonably be expected to seek greater influence over the decisions 
that determine those costs. The Authority should therefore explicitly assess both the direct and indirect effects of 
allocation methodology reform. 

18. Being explicit about the behaviours the regulator expects to incentivise through these changes will make the 
intended behavioural outcomes clear and reduce the likelihood that the Authority will need to introduce further 
regulation if unintended behavioural responses emerge. 

Connecting parties are best placed to manage connection risk 

19. Under Horizon Networks’ customer-funded vested asset model, connection applicants procure their dedicated 
connection assets from an authorised provider.  

20. This means that the connection applicant can:  

• determine whether projects proceed 

• determine timing 

• influence scope 

• select contractors 

• negotiate prices 

• decide design trade-offs 

21. The connection applicant has the greatest practical ability to manage construction and procurement risk. They 
can choose between competing providers and delivery options, balancing both price and non-price attributes, and 
therefore are best placed to bear the risks associated with those decisions. 

 
3 Commerce Commission Input-methodologies-2023-Decision-Making-Framework-paper-12-October-2022.pdf paragraph 
X24.2 
4 Quick-Guide-Regulation-in-New-Zealand.pdf  



 

HORIZON NETWORKS SUBMISSION ON 
FURTHER REFORM OF DISTRIBUTION 

CONNECTION PRICING 
 

Page 3 of 14 

  

 

 

22. Where customers retain decision-making authority over these matters, allocating construction and procurement 
risk to customers reinforces efficient decision-making by ensuring that the party making the decision also bears 
the financial consequences of that decision. 

23. This strong alignment between risk and the customers’ ability to control the risk is a strength of Horizon Networks’ 
vested asset model.  

Requiring EDBs to fund vested assets is inconsistent with the regulatory frameworks that apply to distributors 

24. Under the allocation methodology options contemplated in Table 3.2 of the Issues Paper, Horizon Networks would 
be required to make a payment to a connection applicant for assets that the applicant has specified, procured 
and had constructed. The Issues Paper recognises this consequence directly, noting that an allocation cap 
amounts to requiring distributors to contribute to financing new network assets, including by contributing to 
customer connection asset costs where applicable. 

25. The amounts involved would be material for a distributor of Horizon Networks’ size, both in relation to Horizon 
Networks’ regulated capital programme and in relation to the revenue it recovers from the consumers it serves. 

26. Horizon Networks does not raise this as a matter of commercial preference. Our concern is that a contribution 
requirement would produce outcomes that are inconsistent with the regulatory frameworks within which both the 
Authority and the Commerce Commission make decisions. 

27. Horizon Networks is a non-exempt distributor subject to the default price-quality path. Any contribution Horizon 
Networks makes towards connection assets becomes regulated capital expenditure, recovered from all 
consumers through lines charges over the life of the asset. Costs that are presently borne in full by the connecting 
party would instead be spread across the wider consumer base over a period of decades. That is difficult to 
reconcile with the Authority’s own objectives that connections should not be subsidised, and that connection 
charges should be cost-reflective. 

28. The same requirement would place cost risk on the party least able to control it. Under the default price-quality 
path, Horizon Networks’ capital expenditure is subject to a revenue allowance and to the incremental rolling 
incentive scheme. Horizon Networks would therefore bear a share of any difference between allowed and actual 
expenditure on assets whose scope, timing, contractor and price were all determined by the connection applicant. 
The Issues Paper acknowledges that under an in-kind contribution model the distributor does not have direct 
visibility of the cost of the works, and that obtaining consistent cost information from suppliers is practically 
difficult. The result is that Horizon Networks would be exposed to a regulatory efficiency incentive in relation to 
expenditure that it cannot verify, let alone manage. 

29. That outcome is inconsistent with the risk allocation principle set out above. A requirement to fund customer 
connection assets would deliberately separate the decision from the financial consequences of the decision, 
which is contrary to the alignment that section 52A of the Commerce Act 1986 is directed towards, and the 
opposite of the incentive alignment objective the Authority has identified for connection pricing. 

30. There is also a capital management consequence. Additional regulated capital expenditure must be funded in 
advance of recovery. For a small trust-owned distributor that constraint is more binding than it is for a large 
distributor, and it is not a constraint that a uniform allocation methodology applied across all distributors would 
recognise. 

31. Horizon Networks notes the Authority’s observation that some distributors already combine in-kind contributions 
with distributor contributions to costs, and that this does not appear to be a significant issue. In Horizon Networks’ 
experience, the practicality of that combination depends on the scale of the distributor, the depth of the 
contestable contractor market on its network, and the proportion of its capital programme that connection assets 
represent. That the combination is workable for some distributors is not evidence that it is efficient, nor that it 
should be required of all distributors. 

32. Horizon Networks therefore submits that the Authority should assess each allocation methodology option against 
its effect on the apportionment of cost between connection applicants and consumers generally, and against the 
interaction between any obligation to contribute to dedicated connection assets and the expenditure allowances 
and incentive mechanisms that apply under the default price-quality path, before concluding that a nationwide 
non-zero allocation factor improves efficiency. 

Contestability drives strong efficiency incentives  

33. Robust competition to supply equipment and works can provide a powerful mechanism for promoting efficient 
costs and should be considered alongside any proposal to regulate the allocation of the costs of connection assets.  
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34. Customers can compare suppliers, contractors can compete for work, and competitive pressure provides a direct 
mechanism for cost discipline.   

35. The customer-funded vested asset model already subjects connection costs to market-based efficiency incentives 
through competition, customer choice and commercial negotiation. These incentives should not be assumed to 
be inferior to regulatory efficiency mechanisms. 

36. Contestability must be supported by clear and transparent rules. Horizon Networks is actively working to improve 
competition on our network, including developing an external contractor management framework to improve the 
ability for new providers to undertake customer connection works on the network. This framework aligns with the 
expectations of the Commerce Commission’s 13 August 2026 letter and is intended to clarify all aspects of the 
approval process including contestable and non-contestable work, accreditation and onboarding requirements, 
non-discrimination controls, access to network information, design review and approval processes, quality 
assurance, audit, performance monitoring, dispute pathways and offboarding arrangements. 

The proposed reforms transfer risk in a way that will influence EDBs’ decisions and undermine efficient pricing 
and long-term consumer benefit.   

37. Several allocation methodology options contemplated in the Issues Paper would require EDBs and its current 
consumers to contribute towards connection assets or otherwise bear a greater proportion of connection cost risk. 

38. Those options are set out in Table 3.2 of the Issues Paper: a standard connection process (B1), a standard 
allocation formula (B2), an allocation floor (B3), a change limit (B4), an allocation cap (B5), an allocation band 
(B6) and negative connection charges (B7). These options would in practice require Horizon Networks to contribute 
towards the cost of connection assets. 

39. Horizon Networks submits that none of the options B1 to B7 should be applied to a distributor that can 
demonstrate competition for connection works, for the reasons set out below and in the recommendation at the 
end of this submission. 

40. Conversely, where an EDB is exposed to risks arising from decisions made by others, it would be expected to seek 
greater visibility and influence over those decisions in order to manage its financial exposure. 

41. As a result, transferring connection risk to EDBs incentivises EDBs to manage that risk.   

Reallocating risk is likely to reallocate decision-making authority 

42. Risk transfer leads to control transfer.   

43. Where distributors become financially exposed to connection costs, they are likely to introduce additional 
governance, approval and assurance processes to manage that risk. While individually rational, these responses 
may increase transaction costs, extend delivery timeframes and reduce flexibility for connection applicants. These 
impacts should be considered alongside any expected efficiency benefits from increased distributor cost exposure. 

44. If EDBs become more financially responsible for connection costs, they can reasonably be expected to seek 
greater influence over the factors that drive those costs, including: 

• whether projects proceed 

• timing 

• scope 

• selection of contractors 

• negotiation of prices 

• deciding design trade-offs 

45. This is a logical response to financial exposure, and the incentives created by exposing EDBs to financial risk.   

46. The Authority should therefore recognise that transferring financial risk to EDBs may also transfer practical 
decision-making authority away from connecting parties and towards EDBs. 

Control transfer risks undermining contestability 

47. If an EDB is exposed to financial risk, this may lead to greater control over the procurement process, and 
consequently a reduction in competitive procurement for connection services.  

48. This can weaken contestability, which is ultimately the competitive pressure that drives efficiency and positive 
consumer outcomes.  
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49. There is a risk that allocation methodologies designed to strengthen regulatory incentives may unintentionally 
displace existing competitive incentives that are already delivering efficient connection procurement outcomes. 

Regulatory incentives are not always more efficient than market incentives.  

50. The Authority notes that under its proposals, EDBs will be more exposed to regulatory efficiency incentives and 
that this could strengthen incentives to manage connection costs5.   

51. Horizon Networks agrees that such incentives are important. However, regulatory incentives should not 
automatically be assumed to be superior to market-based incentives where customers have meaningful choice of 
supplier and procurement method. 

52. Before taking action that risks undermining established connection markets, the Authority should assess whether 
market incentives can or already are delivering efficient outcomes.   

The customer-funded vested asset model is an established solution to the connection pricing issues of cost 
reflectivity, allocative efficiency, predictability, incentive alignment, consistency and transparency, and 
contestability 

53. Horizon Networks’ customer-funded vested asset model: 

• allocates costs to the causers  

• allocates risk to beneficiaries 

• supports contestability 

• minimises cross-subsidisation 

• incentivises efficient procurement 

54. These characteristics are consistent with the objectives outlined in the consultation paper as follows: 

• Cost reflectivity – Connection applicants directly fund the assets required to support their connection. 
This creates a direct relationship between the cost of the connection and the charge faced by the 
applicant. 

• Allocative efficiency – Applicants face the cost consequences of decisions relating to connection size, 
timing and design. This encourages efficient investment decisions and discourages over-specification. 

• Predictability – Applicants receive competitive market pricing before proceeding with the investment and 
can choose whether and when to proceed. 

• Incentive alignment – The party making procurement and design decisions bears the resulting costs. Risk, 
decision-making and financial responsibility remain aligned. 

• Consistency and transparency – Customers receive direct visibility of contractor pricing and procurement 
decisions. Costs are observable and can be tested through competitive procurement. 

• Contestability – The model allows multiple authorised providers to compete for connection works, 
creating market pressure to improve price and service quality. 

55. The customer-funded vested asset model also satisfies the specific objectives the Authority has identified for 
allocation methodologies: 

• Connections are not subsidised – Because the connecting party funds the whole of the assets dedicated 
to its connection, connection charges necessarily sit at or above the subsidy-free level.  

• Charges are cost-reflective – The charge faced by the applicant is the price the applicant itself negotiated 
in a competitive market, for the works the applicant specified. 

• Distributors are incentivised to optimise investment – Horizon Networks remains responsible for shared 
network investment, where its own decisions and expenditure are already subject to default price-quality 
path incentives. Extending those incentives to dedicated connection assets procured by others adds 
exposure without adding control. 

 
5 Paragraph 3.49 of Further_Reform_of_Distribution_Connection_Pricing_-_Issues_Paper 
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• Access seeker investment is not deterred by excessive cost or risk – Applicants obtain competitive market 
pricing before committing to a connection and can test that pricing across multiple authorised providers. 

• The financing task is allocated efficiently – Applicants finance the assets dedicated to their own use and 
may choose the funding approach that suits their project. Transferring that financing task onto a 
distributor’s regulated asset base, and ultimately onto its wider consumer base, is unlikely to be the more 
efficient allocation. 

56. Horizon Networks considers that a competitive, customer-funded vested asset model, and the outcomes it 
produces, aligns closely with, and in several respects already delivers, the Authority’s stated connection pricing 
objectives. 

57. Any action to reform connection pricing needs to preserve and enhance the benefits that competitive models 
already provide.   

58. It is critical that any intervention is targeted at a demonstrated market failure, rather than replacing competitive 
mechanisms with a regulated solution that limits consumer choice and competition.  

Horizon Networks strongly recommends allowing demonstrated competition as an alternative to a regulated 
allocation methodology 

59. Horizon Networks notes that the Authority has expressed concerns regarding competition for connection services 
and that competition may not be readily achievable, and may never be achievable, in some locations6.   

60. Horizon Networks acknowledges these concerns particularly in markets that do not have strong growth and are 
not of scale or size to attract parties who will suffer from productivity risks and increase costs to deliver customer 
connection. 

61. Rather than applying a single allocation methodology across all distributors, the Authority could adopt an 
outcomes-based approach. Where a distributor provides access to providers to compete for connection works, 
there is less need for regulatory risk transfer mechanisms designed to replicate competitive market outcomes. 

62. This approach would allow regulatory effort to be focused on areas where competitive disciplines are weak, while 
preserving the benefits of contestable delivery models where competition is effective. 

63. In other words, where competition exists, use competition instead of regulation. 

64. Horizon Networks recommends: The Electricity Authority include a provision that allows networks where there is 
competition for connection services not to be required to contribute to the costs of the connection via the 
allocation methodology, on the basis that the management of the risks is best placed with the customer.   

65. For a provision of this kind to be workable, the Authority will need a practical test focused on whether the 
distributor’s processes and standards enable competition to develop and function, rather than requiring proof 
that a mature competitive market already exists in every network area7. This test should recognise that effective 
contestability depends on transparent approval processes, proportionate technical and safety standards, non-
discrimination, equal access to relevant information, clear commercial terms and reasonable dispute and 
withdrawal processes. 

66. To demonstrate that processes and standards allow competition to function, a distributor could be required to 
take practicable steps to support competition, and demonstrate alignment with the Commerce Commission’s 
expectations, including: 

• publishing clear approval, accreditation and onboarding processes for providers seeking to undertake 
contestable connection works; 

• clearly identifying which connection works are contestable and non-contestable, and why; 

• applying technical standards, information access, design review, approval, audit, pricing and commercial 
processes on a transparent and non-discriminatory basis to all approved providers, including any related 
party or internal provider; and 

• not imposing artificial limits on the number of approved providers for contestable connection works, while 
retaining proportionate safety, competency and quality controls. 

 
6 Paragraph 3.12 of Further_Reform_of_Distribution_Connection_Pricing_-_Issues_Paper 
7 This should align with the Commissions letter regarding competition in connection works, and section 36 of the Commerce 
Act.   
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67. Horizon Networks would support such a provision being accompanied by obligations to maintain these conditions. 
Where a distributor cannot demonstrate it is meeting the Commerce Commission’s expectations, a regulated 
allocation methodology may be appropriate.  

68. Where a distributor can demonstrate competition exists, regulation should not displace a market that is already 
delivering the outcomes the allocation methodology is intended to simulate. 

In conclusion, connection pricing reform needs to incentivise connection applicant centric behaviour, 
consistent with competitive markets  

69. Regulatory reforms change behaviour. They also drive additional implementation, administration and compliance 
costs. Horizon Networks considers the Authority should explicitly assess these costs, including changes to systems 
and processes, increased contractor management, accreditation, monitoring, audit, reporting and assurance 
activities. These costs are ultimately borne by consumers and should be considered alongside any expected 
benefits when determining whether a proposed intervention delivers a net long-term consumer benefit. 

70. Connection pricing reform should be assessed not only on where costs are allocated, but also on how risks are 
allocated and the behaviours those risk allocations encourage. 

71. Horizon Networks supports the Authority’s objectives of cost reflectivity, allocative efficiency, predictability, 
incentive alignment, transparency and contestability. 

72. In Horizon Networks’ view, transferring connection risk to distributors is likely to encourage greater distributor 
oversight, governance and control of connection activities. While this may be a rational response to financial 
exposure, it may also weaken contestability, increase transaction costs and reduce customer choice. 

73. The Authority should therefore explicitly assess these behavioural effects when evaluating allocation methodology 
options. 

74. Where genuine competition for connection services can be demonstrated, Horizon Networks considers that 
competitive market disciplines should be recognised as an effective alternative to the proposed regulatory risk 
transfer mechanisms. 

75. Requiring Horizon Networks to contribute to the cost of vested assets would move a material cost from the parties 
that cause it to consumers generally and would expose Horizon Networks to default price-quality path expenditure 
incentives in relation to costs determined by others. Horizon Networks submits that this outcome would be 
inconsistent with the Authority’s objectives that connections should not be subsidised and that connection 
charges should be cost-reflective. 

 

Yours sincerely 

 
Jonathon Staite 
Regulatory Manager 

  

HORIZON ENERGY DISTRIBUTION LIMITED  


















