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DISTRIBUTION CONNECTION PRICING CONSULTATION 

1) Network Waitaki welcomes and appreciates the opportunity to provide our comments to 
the “Distribution Connection Pricing” consultation.  We also generally support and agree 
with the submission by the Electricity Networks Association (ENA). 

2) Appendix A contains our responses to the detailed questions in the Electricity Authority 
(Authority) submission format. 

3) We appreciate the intent of the Authority with the proposed Code Amendment to improve 
the efficiency of distribution network connection pricing.    

4) We are nonetheless concerned about what we would characterise as a fast-paced and 
heavy-handed regulatory approach proposed for a “problem” that is not quantified and not 
supported by evidence or through case studies of problematic practices, or where access 
seekers were disadvantaged and if so, how widespread it is among distributors. We are 
concerned about the impact on existing customers of these proposed amendments.   

5) We agree with the ENA that the Authority consider applying a principles-based regulatory 
approach that allow for flexibility and innovation. 

6) We elaborate on our concerns in Appendix A which include but are not limited to:   

6.1 Reliance limit:  We cannot support a reliance limit that is not based on any substantive 
methodology for efficient pricing but on high level averages and trends.  Based on 
current forecasts Network Waitaki will exceed this arbitrary average industry limit of 
47% in FY2029. The natural peaks and troughs in system growth and connection 
expenditure will create inconsistencies in connection charges overtime if Network 
Waitaki is to remain within the annual reliance limit   

6.1.1 For example, Network Waitaki is currently making significant capital 
investments in a new Grid Exit Point (GXP) and lines infrastructure to get more 
energy into the network.  The subsequent drop-off in this type of expenditure 
would mean that we’ll be restricted in our ability going forward to earn 
connection revenue to avoid exceeding the reliance limit. 

6.1.2 Recommendation:  

6.1.2.1 Remove this limit as it is based on an industry average in a randomly 
selected year that excludes values such as contributions relating to 
vested assets.   

6.1.2.2 Should the Authority continue with this limit, then at the very least 
consider a similar concept used for some measures in the price-quality 
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regulatory regime, i.e. that on average an EDB should not exceed the 
arbitrary reliance limit (47%) over a period (e.g. five/ten year period). 

6.2 Cost reconciliation methodology:  We are concerned that while the Authority is not 
directly requiring EDB’s to price in line with the cost reconciliation, the provision of this 
information will make it a key part of any pricing discussion with customers and 
therefore any dispute process. This will indirectly force us to price accordingly. As 
some of the parameters appear to be left for the “full reform” we urge the Authority to 
take the time to consider all the consequences of implementing this in a staged 
approach (e.g. no methodology for calculation of balance point), especially the 
possibility of disputes with customers and therefore the unequal treatment between 
existing customers and future customers once full reform is implemented.  

6.2.1 The setting of revenue life is especially concerning if this becomes a default 
pricing methodology, e.g. cost recovery where halfway through the fifteen-year 
revenue life of a commercial connection there is a change of ownership and 
the new owner changes its usage patterns and capacity requirement so that 
there is a revenue shortfall.  This would mean that existing consumers will be 
required to pay for the shortfall 

6.2.2 Recommendation: 

6.2.2.1 We support the ENA recommendation that the Authority makes it clear 
that connection pricing is the Electricity Distributor’s discretion 
irrespective of the outcome of a cost reconciliation. 

6.2.2.2 Instead of mandating the cost reconciliation methodology in the Code 
take time and develop and test all parameters to be used for 
calculations, such as the balancing point rather than leaving parts to the 
“full reform” stage.    

6.3 Pioneer Scheme: Concern about the pioneer scheme, the ten-year duration, 
identification of these schemes and the impact of the de minimis threshold on 
customers. Our recommendation is detailed in response to Questions 8 and 9 in the 
Appendix.  

7 Network Waitaki already applies several of the measures in the proposed amendment, 
albeit in a different way - the proposed Code amendments and requirements are complex, 
costly to implement and administratively burdensome. The cost associated with 
implementing these new requirements will be passed on to our consumers who will not 
realise any benefit from these changes.  

8 Connection pricing differing among EDBs is not surprising and forms part of each 
company’s overall strategy to achieve the objectives as set out by shareholders and 
management and forms a key part of the overall pricing strategies for an EDB.  We do not 
agree that variation in practices contribute to a range of problems, rather it reflects the 
uniqueness of companies due to a range of factors, including location, customer base, 
equitable treatment of customers, ownership, strategy, objectives, characteristics and 
network configuration. We do however agree that a standardisation of terminology is 
helpful.  

9 In summary, we would like to stress that Network Waitaki recognises, supports, and takes 
very seriously efficiency of connection pricing.  

10 We implore the Authority to maintain a light-handed principles based regulatory regime 
that reflects each EDB’s circumstances - which do not require a significant resource base 
to manage it at significant cost and probable unintended consequences such as 
inequitable treatment of customers, with no obvious benefit to consumers. 






























