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About EECA

The Energy Efficiency and Conservation Authority (EECA) is a Crown entity established under the
Energy Efficiency and Conservation Act 2000 (the Act). As set out in the Act, EECA exists to
encourage, promote, and support energy efficiency, energy conservation, and the use of
renewable sources of energy.

EECA is a delivery agency, a regulator, and an authority on energy use. We deliver programmes
that mobilise New Zealanders to be world leaders in clean and clever energy use. We work with a
wide range of stakeholders, including industry, government, and everyday New Zealanders —
because everyone uses energy.

Our Strategy

Our Mission

Mobilise New Zealanders to be world leaders in clean and clever energy use.

Focus areas

4y 3

Energy efficiency
first

Efficient energy use is the first
option users adopt.

Outcomes

+ Users accept and adopt
energy efficient products
and practices.

+ Proven energy efficient
technologies are identified
and widely available.

Empower energy
users

Users are empowered to
control their energy.

+ Users understand, manage,

and conserve their energy
use.

+ Users get value from
responsive and flexible
energy systems.

Accelerate renewable
energy

Users transition to low-
emissions energy.

+ Users plan for and adopt
low-emission energy and
technologies.

+ Fuel options for energy
transition are identified and
widely available.

Energy users save energy, money and reduce emissions.
Energy productivity and resilience improves.



Submission on EA consultation papers

The Electricity Authority is seeking feedback on its “Network connections project: stage
one amendments” consultation paper and “Distribution connection pricing proposed
Code amendment” consultation paper.

Thank you for the opportunity to provide feedback. EECA’s key points are outlined
below, we welcome the opportunity to meet and discuss our comments further.

EECA’s key points on the proposed amendments:

1. We strongly agree that electricity distribution network and connection
pricing settings need to be updated to support ongoing electrification
trends, population growth and general economic development.

e The electricity system needs to respond promptly and fairly to meet these
needs and must not get in the way of energy users wanting to transition to
more efficient or renewable alternatives. There is evidence to suggest that
current rules have not kept pace with the number, size and complexity of
connection applications, and change is promptly needed to assist and
enable those that want to connect.

e An efficient and effective connections regime can act as an enabler of clean
energy use to support economic growth and continued investment. Greater
consistency in network and connection pricing can allow users to better plan
for and adopt low emission energy and technology.

2. The two sets of proposed amendments could address some significant
barriers for getting energy users connected to the electricity network. EECA
has seen first-hand that long and uncertain connection processes and costs
are resulting in significant delays and cancelled projects.

e A poorconnections regime acts as a barrier to investment in electrification
and renewables. Accordingly, we are in favour of the EA's intent to reshape
the electricity market rules to encourage more efficient investment in
important infrastructure.

e We observe that the two sets of proposed rule changes look to make it easier
for energy users to connect to the electricity network.

e EECA engages with the main EV charge point operators in New Zealand
through the co-investment support we provide. Through this activity we have
seen first-hand the variability in connection processes around the country,
and the impact this has on the time and cost of installing an EV charger. For
example, charge point operators report that connection processes can take



between 3 months to a year, resulting in slower deployment — and in many
cases, cancelled projects.

e Assuch, EECAis strongly in favour of the proposal to include a requirement
for EDBs to publish applications waiting to connect to a network, and how
much room there is for new or upgraded connections. We note Powerco are
the only EDB currently doing this in an easy to use and accessible format,
and that this has saved time during the connection process for both new
applicants (including charge point operators) and the EDB.

e We note that the Commerce Commission’s recent Targeted Information
Disclosure Review (2024) requires EDBs to provide more information about
spare network capacity and geospatial data, starting from April 2025, which
should be utilised in these proposed amendments.

e Through our Regional Energy Transition Accelerator (RETA) programme, EECA
assesses the electricity connection cost for if each process-heat user were to
electrify their existing fossil-fuelled load. There is a wide range of upgrade
costs that process-heat users could face, based on their location, existing
spare capacity and the infrastructure nearby. The figure below is from the
recently published Hawke’s Bay RETA which shows a range in capital
connection costs, when standardised, between $6.8M per MW to zero.

Figure 55 - Normalised cost of network connection vs boiler cost. Source: Ergo, EECA
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$/MW; boiler capacity, in MW, shown in labels
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e There are many instances of first mover advantages (i.e. the first to electrify
claims the existing spare capacity for low cost), and also first mover



disadvantages (i.e. the first to electrify triggers an upgrade due to insufficient
capacity, after which other users could connect to upgraded assets).

EECA supports the proposed changes to mitigate the first mover
disadvantage and to therefore balance the pricing mechanisms across all
connections.

We note EA’s point that “connections are priced at the lowest cost so
connection applicants don’t pay for a larger connection than they need
(unless they request it).” We agree with this outcome to mitigate the cost-
barrier for potential applicants; but note that in order for EDBs to sufficiently
future proof their network, larger capacity increases should be allowed,
provided sufficient evidence. For example, if a new/increased connection
requires 5 MW, but the EDB has evidence of future increased demand for a
further 5 MW, we suggest the EDB should be able to increase by 10 MW, but
only charge the applicant for the equivalent equipment required for the 5 MW
upgrade.

3. ltis likely that the proposed changes will help to rebalance connection

pricing methodologies so they’re more efficient and fair.

EECA agrees with the intentions of the amendments, to try and achieve
efficient connection charges that are fair to existing consumers, in a way that
doesn’t discourage new connections.

The proposals also aim to improve consistency of connection pricing and
processes — to make it easier for businesses operating across multiple
regions. Greater consistency in terms of the connection process and costs
will be of particular value to EV charge point operators wanting to operate
across various regions as the rules currently differ between lines companies.
We acknowledge the status quo settings have allowed EDBs to develop their
own rules around how to process and charge businesses and investors
wanting to connect. This means there’s a wide range of practices happening
across New Zealand, and in some cases, comparatively high up-front costs.
This provides disproportionate disadvantages from one region to the next and
an unnecessary barrier to doing business in NZ. EDBs may not have
necessary incentives to make the connection process easier on their own
accord. We also note that queue issues arise where stalled or loosely
feasible projects are given priority over others that are ready to go.
Additionally, new/increased connections require more ongoing (OPEX) price
certainty for if they were to electrify. For example, some process heat
conversions are large projects (over 1 MW, with many over 10 MW), which
have significant capital outlay and an expected project life of 20 years or
more. These projects can secure long term contracts for biomass and



electricity energy from suppliers which provide certainty over those costs,
but EDBs cannot provide any certainty of their future charges beyond the
current pricing year. There have been examples of process heat users facing
significant network charge increases only a year after implementing projects,
which weren’t signalled beforehand.

e Standardisation is encouraged for the methodologies applied by EDBs to
determine both the capital contribution and ongoing network charges that
apply for new/increased connections. For example, new/increased
connections who pay 100% of the capital contribution should incur lower
ongoing network charges, as the newly installed assets have already been
paid for and shouldn’t form part of the EDBs regulated asset base.

4. EECA notes there is opportunity for the EA to ensure the benefits of the
proposed amendments are realized.

e We particularly note that there should be flexibility in the Code amendments
to define Distributed Generation (DG) applications as small, medium and
large. This should be a balanced approach that allows for future changes to
the defined application sizes if necessary. One potential reason for doing so
would be if the threshold was causing a particular size to be chosen during
application resulting in a potentially inefficient investment.

e We also note that the papers make it clear that when there are multiple
medium DG trying to connect, there’s a process for allocating between them.
It’s also made clear that there’s also a process for allocating between large
DG trying to connect. However, it is unclear whether these two processes (for
medium and for large DG) are connected and considered jointly. This could

be clarified, and there is an opportunity to ensure this actually happens in
practice.

5. We look forward to continuing to work with the Electricity Authority and
other agencies to support a renewable, flexible and resilient energy system.



