Changes to Orion’s electricity delivery prices
for major customer connections
We have completed our annual review and set prices for electricity delivery and equipment that take
effect from 1 April 2022.
Although most major customers contract with their electricity retailer for their electricity delivery
service, retailers generally reflect our prices in their contracts, so our changes will affect you. This
notice provides a summary of the key changes affecting major customer connections.
Regulated price reduction
Orion operates under a regulated default price‐quality path (DPP) which was updated and reset by
the Commerce Commission to apply for the 5‐year period beginning 1 April 2020. Initially the price
path reset provided a 6.0% reduction in total delivery prices, and the following 4 years include a CPI
based increase, together with a range of regulatory allowances.
The following table provides a breakdown of the overall movement in the components making up
our delivery prices applying from 1 April 2022:
Distribution cost
allowances

Regulated allowances for operations, maintenance,
administration and asset‐based costs

+2.1%
+$4.7m

Transmission related
costs

Charges from Transpower for the national grid, and related
regulatory allowances vary from year to year

+0.4%
+$0.9m

Regulatory incentives
and adjustments

The DPP includes incentives relating to expenditure and
reliability, and includes adjustments for variations

‐0.6%
‐$1.3m

Network growth

When chargeable quantities increase we must set lower
prices to remain within the revenue limit set under the DPP
and vice‐versa

Overall price reduction

‐4.2%
‐2.3%

Within this overall movement, major customers will on average receive a higher price reduction of
3.7%. This higher reduction is due largely to forecast quantity growth and a lower allocation of
transmission costs. Looking more closely, the different price components are changing by different
amounts, and as each major customer connection has a different exposure to each component, the
reduction will vary. For the vast majority the reduction will be between 2.4% and 5.0%.
No price restructuring
Unlike some of our other connection categories, the major customer connection pricing structure is
already considered to be cost reflective, with costs recovered via a combination of fixed and
demand‐based charges, and no structural changes are proposed at the present time.
Looking forward, Transpower is finalising their new pricing methodology to meet the revised
guidelines issued by the Electricity Authority. The main feature of the change is a move away from
coincident peak pricing in favour of various forms of fixed (unavoidable) pricing. We expect to
reflect this change in our prices from 1 April 2023 with a reduction in peak prices (and a
corresponding increase in fixed charges and the less avoidable anytime demand charges).

Pricing methodology
In establishing our prices we have updated our cost allocation model and reassessed the magnitude
of the cost reflective components within our pricing. This model is presented in our published
pricing methodology document which shows the basis for allocating costs and the return we expect
to achieve for each connection category.
We consider a range of issues when setting prices but we think the most important objective is to
set prices that appropriately reflect our costs. This approach encourages customers to use electricity
when it is economically appropriate to do so, and any cross‐subsidy between users is minimised.
Loading and other changes lead to variations in our cost allocation from year to year and, over time,
we adjust prices to reflect the longer term trends in these factors.
Export credits
Our export credits reflect the savings in investment that are available when peak loads are reduced
with generation. The asset‐based cost of investments (and therefore the savings) were reduced
significantly following the regulatory price path reset which commenced on 1 April 2020, and the
effects continue to flow through as reductions in export credit prices.
This year we have reviewed the factors supporting the credits and applied a 3.1% reduction to align
with the cost reflective distribution component of our general connection peak demand charge.
Further information
A brief overview of how our major customer pricing works is available at
www.oriongroup.co.nz/major‐summary.
Full detailed information on how we determine quantities and apply prices is set out in section 5 of
our pricing policy available at www.oriongroup.co.nz/PricingPolicy.
You may also wish to talk to your electricity retail account manager or call Duncan Golby,
Commercial Analyst at Orion (phone 03 363 9627) for more information.
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