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The non-agenda

What we're not talking about today...

*  What exactly is a DSO?
«  What are flexibility services?
* How many DSOs do we need in New Zealand?

« All the reasons why a DSO won't work — I'd much rather focus on why it will

But we'd be more than happy to discuss these aspects with anyone!



Here is where we're at
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Powerco strategic objective - a fully functioning distribution system
operator by 2030

» Separate, small, team to orchestrate transformation to a DSO

\

*  Whole-of-Powerco transformation — not a separate DSO business unit

« Last two years - research, proofs, stakeholder engagement and some roll-outs
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« Transformation now seriously ramping up - substantial operating changes and
resources required

» Next two years all about building capability and processes — INTSA

» Contracted Baringa for a review of our plans, maturity and a roadmap
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The benefits of an explicit goal

Other EDBs are also implementing DSO principles, but not all are so explicit

» Clear understanding of goal - easier to engage internally and externally
*  Winning hearts and minds helped by visible, clear company commitment
» Explicit definition of DSO goal responsibilities sets a clear team focus

» Clear KPIs and progress measurement

() POWERco




Why a DSO?

Our customers really care about the:
cost of electricity DSO is a successful way to help meet these
. . . objectives
quality of service we provide

impact on the environment

DSO improvements directly benefit the electricity

« DSO principles are the next evolution of good asset network

management

In a changing world, we need to adapt and reflect

«  We want to operate a long-term, sustainable business what provides value to our customers

Demonstrating a clear customer commitment and
* And we care! alignment with regulatory objectives
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Mythbusting!

Our customers barely
afford power — they will

never take up
DG/EVs/BESS

Retailers will never
agree to pass on EDB
price signals

We can't afford to
develop the capabilities

required

() POWER¢o

The need for
decarbonisation is a
thing of the past

Our networks are too
small and
unsophisticated

Build now, don't defer —
things will only get

more expensive

Lines charges are only a
small component of

energy costs

Our customers don't
understand
DSO/SAIDI/DG and
couldn’t care

More assets are
economically beneficial,

even if not really needed
soon

So why should we even think
about a DSO?



But, let’s be real!

All customers care about cost and service

Even if they don’t understand the ins-and-outs of our world,
it is our jobs, as the experts, to:

» Ensure appropriate reliability at the lowest possible cost
«  Communicate well and understand their needs

» Help facilitate their move to a new energy environment

Retailers care about customers too

They have cost-drivers that look different from ours, but
they compete for customers:

If our offers are reasonable, they will pass it on
We mostly have peak network demands that coincide

Lines charges are not a minor portion of household bills

Maximising the use of our assets optimises value

Of course we will need more assets as we grow but it
unduly increases energy cost if:

*  We build too early or more than customers actually need
* Our risk-intolerance exceeds economic reality

«  We don't recognise there is a time-value to money

() POWER¢o
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Non-traditional solutions can absolutely reduce costs
Flexibility will help with optimal investment timing
Discipline and rigour improve investment decisions

Dynamic network management will be essential in the
evolving energy landscape

Collaboration across the energy chain brings best results

Therefore, bring on the DSO!
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Developing DSO in
Aotearoa — pathways,
capabilities and
enablers
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Market context and insights | ENA Report - An exploration of potential DSO models for New Zealand

Previous ENA work recommended the ‘Hybrid DSO’ structure and ‘no regrets’ actions
that many EDBs are already adopting but DSO regulation is still evolving

iDso! No-regrets DSO Enablers

Mass electrificetion of NZ leads to most NZ customers utilising

@rﬁ stpificant flexible resources and widespread mature fiex mar kets Continue collaborative development of DSO-like functions, do
m & | A

Total DSO \ not delay action while waiting for the exact DSO model, roles &

Tt et . Range of Hybrid Models? responsibilities to be set
Uptake of flexible resources {e.g. smart hot 1 a ,
s Lo N Continued growth in both HV and LV flexible
water, EV V2G, batteries etc) leads to e —
. significant congestion at LV fevel - e Agree a robust method for valuing costs and benefits of this
a 00 system-wide transformation
= g Develop a preliminary plan that maps milestones and
5 / o persist/exit decision points to avoid overspending
3 Total TSO ‘
Current state I HV-connected flex load and generation L Develop good practice principles to improve data availability

deliver i .
delivers most of the benefit 02 & across the network

Develop shared standards for:
* & * DER control and management, including the protocols for
@ % control signals

b I Passing dynamic and static operating envelope information
* Bid and offer structures for flexibility services
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» Total TSO and Total DSO represent contrasting end points of market design
and evolution. NZ should continue to closely monitor how sector Explore technology partners and solutions for DSO
developments may align with these models. ? functions/capabilities

* There are many potential Hybrid Models covering the spectrum from Total
DSO to Total TSO. Q‘._@ Consider opportunities for joint DSOs/shared services

* A Hybrid Model requires the least amount of regulatory change and allows
a logical expansion of existing entities’ activities into the flexibility space.
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Different approaches to DSO (Aus and UK) 1/2

The UK and Australia provide examples of regulatory vs. industry driven DSO models

Timeline of key Australian DSO developments

Future Worlds impact

assessment Open Energy Networks - no final joint AEMO/ENA

report

DESNZ/Ofgem smart

systems and Flex plan RIIO-ED2 DSO

expectations (and

O Distributed Energy Integration Program Access &

AEMC DSO roles review

Regional Energy Strategic Market facilitator

Future System Operator @ Pricing
consultation Future of local energy
institutions & AEMC Access, pricing & DER incentive
Connections and governance arrangements
Electricity Market Call for input on the
GO e ——  Future of Distributed Energy Security Board post-2025 review
Flexibility
Strategic Spatial Energy Year 1 DSO incentive _ o
Plan and NESO separation outcomes AER DER expenditure guideline and CECV
Clean Power 2030 and GB Flexibility Markets Asset
ey ey Registration consultation Consumer Energy Resources Roadmap
Plans @

Plan consultation and transition
DSO Pilot & MVP
Advantages Strategic clarity, incentives & joint project coordination Flexibility to innovate and ‘push the boundaries’
Disadvantages Poor calibration of incentives, changing regulations Weak mandates, limited direction, changing regulations

'y .
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Different approaches to DSO (Aus and UK) 2/2

For example, the UK and Australia have chosen vastly different DSO-DNO separation
models but NZ must choose for itself and Powerco has a role in shaping this model

Degree of DSO separation
Australian DSOs - -
Embedded functions - Recommendations for New Zealand
* DSO development driven by policy and _
innovation reform rather than mandates DSO functions under one
* DSOs experiment with different internal _ director _

structures based on maturity

* The UK’s transparent separation of DNO and
DSO functions has benefits in driving
innovation.

True ring-fencing — with

inefficiency of hand-offs

UK DSOs: some separation steps = ] * However, separation costs are significant
Legal separation despite the scale of UK DNOs and the

regulatory certainty. The sector is still a
significant way from having true ‘iDSOs’

* Ofgem seeks clear, separate decision-making
frameworks with independent oversight to
ensure transparency and scrutiny.

IT 1] ration .
Systems separatio NZ markets and customers are likely to be

well served by a focus on oversight, reporting

Shared services and full and compliance rather than separation.

* DNOs have complied through functional . .
ownership separation

internal separation or more substantial
business separation In all UK DNO/DSOs the CEO
retains ultimate legal
decision-making authority
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Alignment | Capability framework for readiness assessment

Powerco’s DSO strategy is focussed on resolving network & customer challenges

Network Constraints

—
Nignment | Customer<entric mapping of DSO inkiatives
To demonstrate the value of DSO and deliver short-term value while working within
operational constraints, Powerco must prioritise specific DSO initiatives.
Program Prioritisation To peioritise these and Bacinga has metwork and value:
Pomerco s makisg sgndcant ducarion, 4uppen, 3vice b pts bie oo by andw
progress developing fusdamental Customer T g Wb (150 m-u-. e
enabtiing DSO capabiitiess such s Bangle CURPROTE YRS
forecasting, setmork vishiity etc.
Ruravee 5o derrnemleate tanp v - -
valie and thecelore shape DPPS :a\mlkﬂ gty b0 deplry CERS ov ety fy ke,
regulations, Powerco must foows ongraints Cuarnsie A Lo bond procevsng | yoen . Oprales kg e Z X AR
20 scaling & operationsiiing DSO Alignment | Customer-centric mapping of DSO initiatives Accelerate Develop pilot Maintain
Programi that debver dicect ind i soue
quartdied wakie. These Sewe e Networs concuriraied 3¢t f retwert foecers wivm Powercs s netwert area : : . H
Mot — | Based on this analysis, Powerco should focus on reducing short term connection and
.
" | ! - By . ey . . .
. — || S Sty system costs by operationalising the Flexible Services and Connections progams
Flow ity oo Corstraiets TAAT NG I0E AR D1 ON LTSN
Cxxvole: Load groath i bobda kcaions o5 Coromumcl
1 The “mirbet maboe of Bty has bien Customer Customer Engagement Through Retailers & Aggregators
— wxchadad bom ths Cueative sahyn. Engagement
el Newbdty Murhen Mabet owesy, gives 1he hgh bhase of brewd
——d Valee renewable geretaiee in Mow Zealaed,
st | gl P B icn | Flexible Services (project-bosed) RpCenacmnmy
"z:; o LR Buntraks patmvaty sedaiing Water)
Nutwerk o prrscapus il ebin- i Netwark
AR e oo etaer S Consiraints | Local Flexibility Markets (cegionat-based)
P ( o i FormFlex
) b = (0)POWER<® 5 Baringa e
Constraints RV Dynamic Connection)
. - EVCPOs & / : Farms &
Customer Challenges = e ff) Gl om | A Do |G
Services Customers
Nignment | Customer<entric mapping of DSO inisties Powerco Influence* High Medium Low High Low Medium
To qualitatively assess the value of DSO to customers, Baringa has used Powerco’s “DSO Value’ Medium wigh Maodivm High Low Medium
core customer segments with some DSO specific additions Strategy | Develop standardised Develop customised Flexible | Use Flaxible Servicss to Develop standardised Use Fiibie Survices 1o Contirmse FarmFlex project
4. C C e ol " .
. e N ety Flexible products products to reduce overall network costs. | Flexible products network costs. | expiare ‘BESS by Exception’
z kg n ‘:‘:'“‘:' .!_E. ?.lé Ereegy ﬁ :"""“" %‘ Rerote 10 reduce cannection costs, | reduce upgrade [ extension | oue time, develop Fluibsiity |10 19SUCR COMMCEION COSES, | Eyowg advanced hot-water | as the fast resoet flenbility
¥ W Besnen Comternans axe_lev‘.\te depm 4 costs m: uxwv:ce ::M'ﬂi Markets to further encourage | CCelerate EV ‘"’"""&f‘ & | Gepateh & develop Flexibllity | service provider 3 required
gon |2 T i e ~ sienise
D o Bt |astarmen iomaeangio e WY ewmecnttsburye NV iy o= madeisynetutork stisation | erowth & network stsation | oeN adopticn MAENESR POTWOTK ULTSATON | arikets & LV DCM to further
Gy e’ oy cpow ik hawe |06 IV Ratwerh beiing % WAk, whe mowss koot [cervices sech e 8 Canga ot s wao aaxeee  |edctioesl reassiny & ekency encourage DER adoption
e el (L L e el N T
et e pdian & oo s v e o s
ioreeren
Koy trande Vet iy e v o : werd | ey i Pricing & Connections | Hybrid solar + BESS tariffs or | Program or connection Program specific pricing. Covincident peak pricing
Tty -y ot are o pce #ricnd ervese barseyemes  [Fovben Reform (Short term) | iproved demand spedific pricing, rebates & rebates & incentives reform o short-term rebates
MtROr aed Cerrg 4 Covard wengrieg O %0 PN ther paY g weun ‘ur«“m ncentives
e Ty | sttt 2 oo
Y e * Powerco Influence: Powerco's abilty 1o directly address customer pains
o 3
DR iy T, co
8 | sy | [ c 3 | e et s e (0)POWER<e 7 Baringa
Potentisl Nexablity | et e S ST A Washan L s et ke | Lo el SAPS)
oA E i Mdding At changet) fravewes g
CRng=t |, rriy mistry - Greater seargy tpmn sefwvw |+ Poopaset et expont (bey. | Charpag Sracmgy i) - 300 Sk Expcet & Dynaric g —_—
froise Joy OG- oo oo s Vot s | Expaatrgiase et e
et 1 e e pobpieeny P
el
Based on this W dlhe network and customer value of each DSO Pragram they have been prioritised based on this scale: R Ee i
Mccelarate  Sandardue, sce vakse Thes 3 bepard 38 hoc grocesses.
Devrizp pabs without suancand workflows o crrical Sytenms to reserve Limined cagucity 1or prisrity programs
ot Doy ons of engage 3 parties (o g ENA Ienaerion profects) to oo & enmere shouid Btiot be requiced
Walrexn egy C and o
B P et e — B ()POWER<® ¥z Baringa
i
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Alignment | Capability framework for readiness assessment

The resulting ‘DSO Programs’ were then mapped to a DSO Framework adapted for the
NZ market and a readiness assessment conducted to determine roadmap priorities

Visibility & Forecasting Pla":s':egsf‘moeﬁ'ons F';";g::::‘pﬂ:::ﬂ Dispatch & Operations

DSO Programs

Flexibility Services

Flexible Connections

Local Flexibility Markets

Residential Flexibility

Network visibility

Integrated asset management
planning

MNetwork access products and
connections policy

Interface with market facilitators

Operational decision-making
framework

Smart meter and third-party

data integration

Future energy and DER uptake

Network options assessment

Connection application journey
(pre-app/offer/commissioning)

Flexibility market design
(value, deliverability, resilience)

Short-term forecasting for
operations

scenarios

Flexibility services procurement

Connection pipeline and capacity
management

Participant onboarding and
pre-qualification

Operational planning

System needs and constraint

forecasting (short + long term)

Transparent planning outputs and
constraints publication

Flexible connection products

Market access arrangements /
platform participation rules

Flex activation for real-time
dispatch

Integrated network modelling

Losses and efficiency

(load, DER and flexibility drivers)

optimisation

Proactive enablement of DER
and electrification uptake

‘ Flex settlement

DER coordination and system

Network Tariff Strategy

operational alignment

Metwork Capacity Optimisation

Customer Engagement

Data management, publication and services

Stakeholder engagement

Governance, transparency, and conflicts management

B | Copyright © Baringa Partners LLP 2026, All rights reserved, This document is subject to contract and contains confidential and propristary information

() POWERC<e % Baringa




Roadmap planning | Powerco DSO roadmap

Accelerate

Develop Pilot Maintain

Based on Powerco’s DSO strategy, an evaluation of ‘high value’ DSO services and an
assessment of current readiness Baringa recommended this high-level DSO Roadmap

-

DSO
Roadmap
Planning

L.

.‘

System
Constraints

Network
Constraints

Connection
Constraints

'S

Flexible Services

Large customers and
system constraints

Local Flexibility Markets

Residential Flexibility

{Hot-water) &

Flexible
Connections

| S [N SR p——

[ —

4.’0

configured dispatch

Pre-scheduled or pre-

Residential Flexibility
{Dynamic Connections)

Real-time dispatch and
optimisation

. Recommended 28’ Capability

7 | Copyright © Baringa Partners LLP 2026, All rights reserved, This document is subject to contract and contains confidential and propristary information
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Mass-market
customers

O Future State Capability

Focussing on these ‘Low Volume,
High Impact’ services will allow
Powerco to deliver value before DPP5
without the need to build
sophisticated engagement & DER
dispatch systems & processes.

In parallel, Powerco should continue
to develop DSO enablers, engage
with regulators and participate in
innovation schemes while exploring
additional DSO growth opportunities.

( ) POWER<e &% Baringa



So, based on our objectives and Baringa’s advice, our DSO
priorities for the immediate future are...

Greatly expand the use of flexibility services

* Understanding customer needs and network constraints
» Operating envelopes and capacity management

» Solid pricing and commercial basis for flex services

« Engagement with flexibility service providers

Developing flexible connection products
* Understanding customer needs and network constraints

« Engagement with customers on potential for matching
their needs with network capacity

« Operating envelopes and capacity management

» Accelerating connection times and reducing costs

() POWERco

While:

Continuing to develop the wider suite of capabilities
and enablers required for a fully functioning DSO

and

Building evidence for how a DSO would best
function in New Zealand, engaging with customers,
reqgulators and the wider industry



DSO timeline and desired functionality

Apr 2030

'
\N,\7

P Regulatory reset

- ' ' \
DPP5 prep period .
Informing DPP5 Settings

Functioning , maturing DSO
Anticipated features by Apr 2030

Active mass-market flex participation

Short-term and emergency response
Investment framework to support (and flex scheduling

i demonstrate) optimal customer outcomes :
DEVERSRIE e EnelalE e Jop Early-stage DSO Dynamic operating envelopes informing
Demonstrating concepts pricing and connection agreements
Building processes

Anticipated features within FY28

Flex scheduling

Multiple active flex contracts

Static operating envelopes informing pricing
Building evidence " : e :
Deep understanding of the cost of Dynamic, locational prlcmg signalling
constraints/value of flex congestion

Statement of flex opportunities,
regularly updated
web-based map interface

Granular capacity and constraint mapping,
seasonality and future congestion forecasts
Suite of flexible connection products available

Limited DERMS capacity

Demand forecasting Network visibility Capacity and congestion mapping DSO/Flex Valuation | Flex market platform = Flexible network pricing

Dynamic system (stability) monitoring

Fully-fledged DERMS

Network models Network data quality = Operational capability development = Data architecture & platforms Flexible connections = Flex products and trials

Core enabling capabilities to develop/improve



We aim to learn from others — not invent
ourselves

» Our teams undertake extensive research on DSO developments,
especially across UK and Australian jurisdictions.
\drianea
« We directly engage with DSOs, industry, retailers, regulators and e L A i G oty T
consultants. “ -ttt It g

A%
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But learning from others can only go so far
» The New Zealand context and our levels of maturity are unique
* Much internal development and change management is still required

» Markets and regulation need to mature to support

() POWERco




Key takeaways from our recent DSO fact-finding:

 Each country has its own context for DSO and flex, but also broad
similarities (such as UK net-zero targets, Netherlands grid congestion).

* Primarily seeking market-based solutions, rather than direct control of
consumer DER.

* Most flex is auction/contract based, with pricing signals only beginning
to be seriously explored.

« Data and systems underpin DSO capability, requiring significant
investment in digital capability and data standards.

* The DSO journey has been underway for 10+ years in the UK, with plenty
more work to do. We cannot just jump to the end state!

» Doing DSO well requires considerable change. Effective change
management is critical.




Some key ongoing debates in Europe

The role of price signals vs contracts to facilitate flexibility services.

Direct or indirect control of customer devices.

How to best involve customers in energy solutions

The importance of regulatory incentives — efficiency and opex/capex
equivalence.

A more nuanced role for flex — much wider than just deferring build.

Flex turn-up is important — but who pays?




Questions?

We'd love the opportunity to continue the discussion on how to best evolve DSOs for New Zealand and also
to collaborate with others as we transform our business. Be in touch!

() POWERco
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