Thank you for attending today's session

Please wait for us to open the session at 9.30am

‘Reducing barriers for new connections’ webinar
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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, GM Networks and System Change

Connection charges
Katherine Hume-Pike, Principal Analyst, Network
Pricing

Distributor obligations
Briana Yee, Senior Analyst, Network Pricing

Minor Code amendments
Briana Yee, Senior Analyst, Network Pricing

Questions
Please post questions using the Q&A button

ELECTRICITY
AUTHORITY
TE MANA HIKO



Nau mai, haere mai
Welcome

Tim Sparks
GM, Networks and System Change
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Pricing methodologies are important for efficient
investment

Efficient
Pricing Reform is complex
Methodologies

Concern that some up-front charges high and forecast for
further increases

Proposal is an interim solution

Pricing methodologies not price control
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Connection
charges
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Connection pricing is a fundamental component of network access

. Empirically we are observing: Figure 5.1 Capital contributions as a percentage of total growth capital expenditure, 2014 -
2030 (actual and forecast)
« Vector forecasting uplift in reliance on 160%
capital contributions as a proportion of o P
growth capex
120% ~w
* No change in Vector's capital 100% B
contribution policy (formula approach) - St

60%

« Undertaking analysis across all distributors ——
o W-,,
20% IRGESEEE .

0%
2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030

—a—All EDBs —a—\Vector  —e -Vector (2024 forecast) Other non-exempt EDBs —a— Exempt EDBs

Source: Authority analysis of 2025 Commerce Commission ID data (excludes vested assets)
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Balance point pricing methodology

r N « revenue from ongoing charges is (largely) fixed,

Above this level, so connection charge provides cost-reflectivity
newcomer may prefer

Standalone cost ------=--=--=-—--——-—--—--- Tm--- <\ to bypass

(" Inthisband, ) . F:onnectlon charge §hou|d go upor down with
| newcomer incremental cost — ie, cost-reflective
Average 1 contribution
contribution { ﬂ commensurate with
: | lkeusers ) - revenue (connection and lines charges) should
1 i . . ) . g
Incremental cost F=---gf======qf-=--—---—----- i’"" Below this level, exceed Incremental cost — ie, don’t subsidise
' newcomer is new connections

1

]

U !

i | subsidised
l

1

ATyt BEERY

» further reform may enforce balance point
pricing — ie, each connection pays (over time):

v

Neutral Balance Bypass
point point point

[ Subsidy-free its incremental cost

Lines charges (present value)

]> 1.
]> 2. commensurate contribution to

[ Non-discriminatory network costs

Connection charge
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Proposed targeted intervention: compliance with balance point pricing
methodology

Designed to identify and address instances where

connection charges are inefficiently increasing:

1.

Use available metrics to screen for EDBs with
increasingly high up-front charges

Deeper examination of affected EDBs to
identify if trends are of concern

If concern confirmed, EDB can voluntarily
update methodology and submit for approval

If not satisfied, issue direction with EDB-
specific requirements

Iy iy

Screen Examine Direct

Targeted approach
allowing for more
nuanced analysis and
response.

Lower compliance
burden for most
distributors.
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Other options considered

We considered four other options alongside targeted intervention:
* Do nothing — status quo

* Improved reliance limits

» Methodology lock

« Allocation limits
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Distributor
obligations
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Obligations, pricing and standards intersect

« Implied obligation to connect distributed generation in Part 6 of the Code but:

* not clearly expressed or bounded
« does not extend to non-injecting (load) connections

« Risks of:

 disputes between connection applications and distributors
« distributors under pressure finding release in less regulated areas

Figure 10.1 — A cascade of linked measures promotes efficient network services

/r / | QSSGS

Revenue Connection Obligation Conduct
control ‘ charges . to connect

" tandards
\ /
‘“\‘-:— \\ R »;—'"/'/
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Preferred approach to clarifying and introducing obligations

« Draft Code amendment for consultation in 2026

« Distributor must offer a connection:

offer provides contractual basis for enforcing what
follows (eg, build process)

offer consistent with relevant standards and pricing
methodology

 Distributor must continue to supply services:

any withdrawal must comply with distributor’'s
published policy

continuance policy must comply with Code
requirements

Search and
discovery

Change

I |

- -
N

Withdrawal

Negotiation

P

N
I\
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N ===y
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Operation

2

Offer and
agreement

4
&

Connection
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MINOR CODE
AMENDMENTS
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Minor Code amendments (connection pricing requirements)

« Electricity Industry Participation Code (Connection Pricing Requirements)
Amendment 2025

« Further changes identified:

« definitions

A\

» pioneer schemes: connection enhancements, locating a pioneer

* reconciliation: discount rate, incrementation distribution revenue,
incremental opex scaling factor
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Questions?
Patai?
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Karakia whakamutunga

(for closing)

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

Tihei mauri ora

May peace, love and safety
Be upon us all

Tihei mauri ora
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Nga mihi!

ELECTRICITY 74 °
LECTRICITY e Contact us on:

TE MANA HIKO S connection.feedback@ea.govt.nz
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