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Highlights

customer support 
during COVID 2% EBITDAF1 growth strong customer 

retention rate

record NZ 
generation

15% Australasian 
customer growth

18% New Zealand 
sales growth

response to NZAS 
exit established carbon neutral 24% Australian sales 

growth

1Earnings before interest, tax, depreciation, amortisation, changes in fair value 
of hedges, impairments and gains or losses on sale of assets
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Our people

 8 LTI injuries (3 serious) in FY20, same number as 
FY19

 Strong staff engagement
 96% gender pay equity
 Signatory to the Aotearoa New Zealand Skills 

Pledge – reskilling through training investment

Source: Meridian
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Champion
Competitive markets

Sustainability
Climate action

Optimise
Trading & asset management

Re-consenting
Financing

Grow
Retail

Generation
Flux

 Sustainability leadership
 Lower real customer prices
 Positive outcomes on water 

and emissions trading reforms
 Final TPM decision

 Improved plant availability
 2025 Waitaki reconsent 

progress
 NZAS exit mitigations
 Green financing

 Standout growth in NZ and 
Aus retail businesses

 Customer retention
 Customer support during 

COVID

 Gas supply uncertainty
 Speed of RMA reform and 

generation consenting

 Uncertainty on NZAS exit timing 
and future market changes
 Preliminary UTS decision

 COVID impacts and future 
demand uncertainty
 Lower wholesale prices
 Complexity in Meridian migration 

to Flux
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Our sustainability leadership

 Net Zero Carbon across group emissions
 Aiming to halve emissions by 2030
 Forever Forests: 1.5 million trees in 5 years
 100% electric fleet by 2025
 Climate risk and carbon disclosure reporting
 Green finance framework introduced
 Certificated renewable energy product introduced
 Lake Pūkaki low range operation
 Advocacy for electrification ahead of 100% 

renewable generation in New Zealand
 Carbon neutral gas in Victoria

Champion
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Outcomes for Kiwis
 Residential energy unit costs (excluding lines) at 

their lowest level in 10 years (after inflation)
 Residential electricity unit costs (including lines) at 

their lowest level in 8 years (after inflation)
 Meridian disconnections at <0.1%, half the industry 

average
 COVID-19 support for customers with payment 

solutions, no disconnections, suspension of late 
payment fees

 Higher level of debt provision ($16m in FY20, up 
$11m from FY19)

 $1m donation to KidsCan
 Suppliers being paid on 7-day terms
 Working from home allowances for non-senior staff

Champion
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1Annual real residential cost per unit based on Statistics New Zealand Consumer Price Index
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New Zealand demand

 Underlying demand decline of 0.3% in FY20
 Includes a 14% decline in April 2020 from Alert 

Level 4 lockdown
 And suspension of 4th Tiwai potline during Q4 

FY20
 Pre-COVID growth in commercial and agricultural 

sectors, outlook is uncertain

-0.3%

+1.5%

+10.8%

+0.3%

+0.0%

Annual change

Source: Ministry of Business, Innovation and Employment

Source: Electricity Authority
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Meridian's annual HVDC costs

TPM
 EA published final decision in June 2020
 Replaces current HVDC charge with benefit–based 

and residual charges
 New TPM expected to be in place by April 2023 with 

transitional cap on charges
 Is the subject of legal appeal

UTS
 Meridian does not agree with EA’s preliminary 

decision
 $5m provision taken, reducing NZ energy margin
 Spot market outcomes during December 2019 floods 

were not unusual
 Avoidable spill and customer impacts were negligible

8

New Zealand policy and regulation

Meridian actual

EA estimate

EA estimate

Source: Electricity Authority, Meridian
Note: EA’s estimates based on NZAS as an industrial electricity consumer
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New Zealand policy and regulation
Emissions trading scheme

 Climate Change Response Bill passed
 Cap on emissions with 5 yearly carbon budgets
 A cost containment system to replace the $25 price, set at $25 for 

2020, lifting to $50 in 2021, with a $20 price floor
 NZU’s currently trading at ~$33
 Phase-down of free allocation from 2021
 Inclusion of agricultural emissions from 2025

Water reform
 Action for healthy waterways sets out a new national direction for 

freshwater management
 5 large hydro schemes (including Meridian’s) are exempt from 

changes to meet water quality standards
 Output and flexibility of these schemes to be recognised and 

maintained in future planning
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Portfolio response to NZAS exit

 Expecting smelter closure on 31 August 2021
 Ordinary dividend policy maintained at 75%-90% of free cash 

flow (FY20 dividend at 75%)
 Capital management programme ended
 Completion by Transpower of Clutha Upper Waitaki Lines 

Project by May 2022 or earlier
 North Island battery location under investigation
 Harapaki windfarm decision deferred
 Existing swaption likely to be terminated and renewal process 

abandoned
 Wholesale bilateral contract negotiations at different stages
 Continuation of retail growth
 Exploring new lower South Island demand sources
 Asset management refocus with significant Waitaki works 

prioritised ahead of Manapouri
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Lake Pūkaki low range operation
 Lake Pūkaki is consented to be used 

down to 513.0m
 Usage below 518.0m is tied to the 

System Operator’s Electricity Risk 
Curves (ERC)

 Meridian has previously only planned 
to operate the lake down to 516.4m

 Latest engineering review shows 
operations can be extended down to 
513.0m

 This requires additional foreshore 
erosion protection (~$15m of capex) 
and modifications to canal protection 
systems

 Greater flexibility between Waitaki 
and Waiau catchments
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Optimise

Lake Pūkaki operating range schematic
532.5m top of consented operating range

518.0m Electricity Risk Curves apply

516.4m previous operational floor

515.0m

513.0m bottom of consented range

Official 
Conservation 
Campaign

178GWh

367GWh

1,767GWh
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New Zealand customers

 Customer number and sales volume growth across 
all segments 

 7% to 8% sales growth in residential and small 
medium business, stable average sales prices

 30% higher corporate sales volume at higher 
prices

 Corporate sales prices easing as wholesale forward 
prices have reduced

 Retention rates improving and cost to serve per 
customer continuing to fall

Customer sales Average price
($/MWh)

Total sales 
volume (GWh)

North Island 
sales volume 

(GWh)

South Island 
sales volume 

(GWh)

FY20

Residential 1,547 825 722

Small medium business 1,046 602 444

Agricultural 1,265 333 932

Large business 484 313 171

Total mass market $115 4,342 2,074 2,268

Corporate $98 3,034 2,125 909

FY19

Residential 1,431 750 681

Small medium business 975 552 423

Agricultural 1,055 277 778

Large business 441 290 151

Total mass market $114 3,902 1,869 2,033

Corporate $89 2,338 1,684 644
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Grow

Retail cost to serve FY18 FY19 FY20

Retail costs excl. metering $68M $66M $66M

Other segment cost allocation $15M $16M $19M

Year end customer numbers 290,756 302,277 324,253

Cost to serve per customer $287 $271 $260
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New Zealand generation

 Record wind and hydro generation with higher 
wind farm availability and inflows 115% above 
average

 Despite major outages on the HVDC between 
January and April 2020 for reconductoring and 
replacement works

 Average generation price 28% lower than FY19
 ASX curve suggests lower future prices

Source: Meridian
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Australian customers

 24% growth in both electricity sales volume and 
customers during FY20

 310% increase in gas sales volumes from a 68% 
increase in gas customers

 Despite acquisition rates being impacted in Q4 by 
COVID-19

 Average sales prices for gas and electricity were 
both lower in FY20, reflecting movements in 
wholesale costs

 Powershop Australia winner of Roy Morgan’s Most 
Satisfied Customers award for electricity

Source: Meridian
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Australian generation

 NSW drought conditions persisted during FY20, 
impacting hydro generation

 Hydro storage is improving, now above 50% and 
close to seasonal average

 Repairs and upgrades reduced availability at Mt 
Millar during FY20

 Asset maintenance costs impacted by Senvion 
liquidation

 367GWh of PPA offtake in FY20
 Feasibility phase completed on 130MW Rangoon 

wind and battery facility in NSW
Source: Meridian
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Flux

 Now supports 513,000 customers across 3 
geographies

 88,000 Meridian customers migrated from legacy 
systems at end of June 2020

 Original Meridian migration project timeline has 
been extended 9 months to September 2021

 Allows for development of further functionality, 
particularly to support large, complex customer 
migration

 Benefits remain positive from having a single 
customer facing platform

 Uncertainty about Flux’s UK relationship with 
npower as E.ON and Kraken Technologies, (part of 
Octopus Energy Group), have entered a strategic 
agreement
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Financial performance
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EBITDAF

 FY20 EBITDAF +2% on FY19
 $6M benefit from adoption of IRFS 16
 Strong retail performance in New Zealand and 

Australia
 Lower wholesale prices and HVDC outages slowed 

EBITDAF in 2H FY20
 Lower New Zealand transmission charges with the 

new regulatory control period
 A number of one-off items in operating costs

Source: Meridian

26 AUGUST 2020 2020 ANNUAL RESULTS PRESENTATION

452 470 427

635 605

0
200
400
600
800

2016 2017 2018 2019 2020

$M

Financial Year ended 30 June

Cash flow from operating activities



13.50 14.03 14.32
16.42 16.90

4.88 4.88 4.88
4.88

2.44

0

5

10

15

20

25

2016 2017 2018 2019 2020

CPS

Financial Year ended 30 June

Dividends declared

Ordinary dividends Special dividends

19

Dividends

 Final ordinary dividend declared of 11.20 cps, 86% 
imputed

 Brings FY20 full year ordinary dividend declared to 
16.90 cps, 86% imputed

 Represents 75% payout of free cash flow
 FY20 full year ordinary dividend +3% on FY19
 Capital management programme ceased in July 

2020, following NZAS contract termination notice
 Total FY20 dividend of 19.34 cps -9% on FY19

Dividends declared FY20 FY19

cents per share imputation cents per share imputation

Ordinary dividends 16.90 86% 16.42 86%

Capital management special dividends 2.44 0% 4.88 0%

Total 19.34 21.30

21.30

Total

19.2018.9118.38

Source: Meridian
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 Customer and sales volume growth across all 
segments drove energy margin growth

 Upward price pressure in corporate and stable 
mass market pricing supported higher sales

 Generation length from 1H FY20 moderated in Q3 
with the HVDC outage

 UTS preliminary decision provided for: generation 
revenue -$33M, cost to supply customers -$28M

 Financial contract, spot generation and hedging 
revenues all reflected lower wholesale prices

 Those lower prices also reduced costs in the 
portfolio, however higher hedging volumes were 
needed to manage the HVDC outage
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20

New Zealand energy margin

Refer to page 40 for a further breakdown of New Zealand energy margin

Source: Meridian

Physical
+$76M

Financial
-$62M
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Australian energy margin

 Electricity and gas sales have lifted physical margin
 Residential price pressure reflecting significantly 

lower wholesale market costs
 Drought conditions and wind farm availability 

impacted total generation, 12% lower than FY19
 Significantly lower wholesale prices in 2H FY20 

impacted generation revenue
 And improved the net financial position, which 

also saw a positive outcome on LGC hedging

Physical
-$5M

Financial
+$9M

Refer to page 41 for a further breakdown of Australian energy margin

Source: Meridian
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Operating costs
 $6M reduction in FY20 operating costs from IFRS 16
 Like for like operating cost increase of $15M (6%)
 $6M provision taken on Holiday’s Act payroll 

remediation (previously a contingent liability)
 Low levels of annual leave taken since COVID-19
 Asset maintenance costs impacted by Senvion 

liquidation
 $1m donation to KidsCan
 Expecting FY21 Group operating costs1 of between 

$261M and $266M1

Source: Meridian

1Electricity metering expenses are being reclassified into Gross Margin from FY21 
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Operating costs pro forma FY19 
reported

FY19
IFRS 16

FY20 
reported

FY21 
estimate1

Employee & other operating costs $249M $243M $258M $261M-
$266M

Electricity metering expenses $33M $33M $36M Gross 
margin

Total operating costs $282M $276M $294M
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Below EBITDAF

1Net profit before tax
2Net profit before tax adjusted for the effects of changes in fair value of hedges and other non-cash items
A reconciliation of NPAT to Underlying NPAT is on page 45

 13% increase in depreciation from June 2019 
revaluation (+$1B)

 Immaterial June 2020 devaluation
 $58M impairments, mainly Australian generation 

assets
 $113M decrease in NPBT1 from fair value of 

electricity hedges from lower forward electricity 
prices ($58M increase in FY19)

 $48M decrease in NPBT from fair value of treasury 
instruments from changing forward interest rates 
($63M decrease in FY19)

 FY20 decrease in net profit after tax (-48%) and 
Underlying NPAT2 (-5%)

 Potential FY21 NZAS exit devaluation of $690M-
$1,340M
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Capital expenditure

 Consistent level of stay in business capex
 Largely consists of system and generation asset 

enhancement spend
 Currently expecting FY21 Group capex of between 

$70M and $80M

 $50M to $55M of stay in business capex

 $20M to $25M of currently approved 
investment spend

64

Total
235

5550

Source: Meridian
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Debt and funding

 June 2020 total borrowings of $1,688M
 Total funding facilities of $1,891M, of which 

$400M were undrawn
 Net debt of $1,513M, up 4% from FY19
 Net debt to EBITDAF at 1.8x (FY19: 1.7x)
 Green finance framework developed

Source: Meridian

Source: Meridian
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Closing comments

 Timing of NZAS exit to be determined
 Portfolio response to NZAS exit is well established 
 Lasting impacts from COVID-19 are unclear
 Fundamentals of the sector remain strong
 Momentum in both Meridian’s retail businesses is 

strong
 Solid July 2020 operating result
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Additional information
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Segment results

 Flux Federation and Powershop UK included in ‘other and unallocated’ segment
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Six monthly results
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New Zealand retail

Customers
 7% increase in customers since June 2019

Residential, business, agri segment
 8% increase in residential volumes
 7% increase in small business volumes
 11% increase in large business volumes
 20% increase in agri volumes
 1% increase in average sales price

Corporate segment
 30% increase in volumes
 9% increase in average sales price

Total

275 277 291 302

Total

5,969 5,727 5,981 6,240
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New Zealand hydrology

Inflows
 FY20 inflows were 115% of average
 July 2020 inflows were 108% of average

Storage
 Meridian’s Waitaki storage at 30 June 2020 was 

73% of average
 By 31 July 2020, this position was 64% of average
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New Zealand generation

Volume
 FY20 generation was 5% higher than FY19, with 

higher hydro and wind generation

Price
 FY20 average price Meridian received for its 

generation was 28% lower than FY19
 FY20 average price Meridian paid to supply 

customers was 28% lower than FY19

26 AUGUST 2020 2020 ANNUAL RESULTS PRESENTATION

57 51

83

123

89

0

20

40

60

80

100

120

140

2016 2017 2018 2019 2020

$/MWh

Financial Year ended 30 June

NZ average generation price



33

Australian retail

Customers
 24% growth in electricity customers since June 

2019
 37,878 gas customers by June 2020

Sales volume
 24% growth in electricity sales volume in FY20
 1,491TJ in gas sales in FY20
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Australian generation

Volume
 FY20 generation was 12% lower than FY19
 Higher wind and lower hydro generation
 367GWh of PPA offtake in FY20
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FY20 EBITDAF

New Zealand energy margin +$14M
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EBITDAF to NPAT
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Energy margin

 A non-GAAP financial measure representing 
energy sales revenue less energy related 
expenses and energy distribution expenses

 Used to measure the vertically integrated 
performance of the retail and wholesale 
businesses

 Used in place of statutory reporting which 
requires gross sales and costs to be reported 
separately, therefore not accounting for the 
variability of the wholesale spot market and 
the broadly offsetting impact of wholesale 
prices on the cost of retail electricity purchases

Defined as

 Revenues received from sales to customers net of distribution 
costs (fees to distribution network companies that cover the costs 
of distribution of electricity to customers), sales to large industrial 
customers and fixed price revenues from financial contracts sold 
(contract sales revenue)

 The volume of electricity purchased to cover contracted customer 
sales and financial contracts sold (cost to supply customers)

 The fixed cost of derivatives used to manage market risks, net of 
spot revenue received from those derivatives (net cost hedging)

 Revenue from the volume of electricity that Meridian generates 
(generation spot revenue)

 The net margin position of virtual asset swaps with Genesis Energy 
and Mercury New Zealand

 Other associated market revenues and costs including Electricity 
Authority levies and ancillary generation revenues, such as 
frequency keeping
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New Zealand energy margin
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New Zealand energy margin
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New Zealand energy margin

26 AUGUST 2020 2020 ANNUAL RESULTS PRESENTATION



41

Australian energy margin
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Funding metrics

 Net debt/EBITDAF is the principal metric underpinning S&P credit rating
 S&P calculation of net debt/EBITDAF includes numerous adjustments to reported numbers;

 Borrowings adjusted for the impact of finance and operating leases

 Cash balances adjusted for restricted cash

 A cash buffer at 25% of unrestricted cash and cash equivalents
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Fair value movements

 Meridian uses derivative instruments to manage 
interest rate, foreign exchange and electricity 
price risk

 As forward prices and rates on these instruments 
move, non-cash changes to their carrying value 
are reflected in NPAT

 Accounting standards only allow hedge accounting 
if specific conditions are met, which creates NPAT 
volatility

 $113M decrease in NPBT from fair value of 
electricity hedges from lower forward electricity 
prices ($58M increase in FY19)

 $48M decrease in NPBT from fair value of treasury 
instruments from lower forward interest rates 
($63M decrease in FY19)
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Income statement
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Underlying NPAT reconciliation
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Cash flow statement
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Balance sheet
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Glossary
Hedging volumes buy-side electricity derivatives excluding the buy-side of virtual asset swaps

Average generation price the volume weighted average price received for Meridian’s physical generation

Average retail contracted sales price volume weighted average electricity price received from retail customers, less distribution costs

Average wholesale contracted sales price volume weighted average electricity price received from wholesale customers (including NZAS) and financial contracts

Combined catchment inflows combined water inflows into Meridian’s Waitaki and Waiau hydro storage lakes

Cost of hedges volume weighted average price Meridian pays for derivatives acquired

Cost to supply contracted sales volume weighted average price Meridian pays to supply contracted customer sales and financial contracts

Contracts for Difference (CFDs) an agreement between parties to pay the difference between the wholesale electricity price and an agreed fixed price for a specified volume of 
electricity. CFDs do not result in the physical supply of electricity

Customer connections (NZ) number of installation control points, excluding vacants

FRMP financially responsible market participant

GWh gigawatt hour. Enough electricity for 125 average New Zealand households for one year

Historic average inflows the historic average combined water inflows into Meridian’s Waitaki and Waiau hydro storage lakes over the last 84 years

Historic average storage the historic average level of storage in Meridian’s Waitaki catchment since 1979

HVDC high voltage direct current link between the North and South Islands of New Zealand

ICP New Zealand installation control points, excluding vacants

ICP switching the number of installation control points changing retailer supplier in New Zealand, recorded in the month the switch was initiated

MWh megawatt hour. Enough electricity for one average New Zealand household for 46 days

National demand Electricity Authority’s reconciled grid demand www.emi.ea.govt.nz

NZAS New Zealand Aluminium Smelters Limited

Retail sales volumes contract sales volumes to retail customers, including both non half hourly and half hourly metered customers

Financial contract sales sell-side electricity derivatives excluding the sell-side of virtual asset swaps

TJ Terajoules

Virtual Asset Swaps (VAS) CFDs Meridian has with Genesis Energy and Mercury New Zealand. They do not result in the physical supply of electricity
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Disclaimer
The information in this presentation was prepared by Meridian Energy with 
due care and attention. However, the information is supplied in summary 
form and is therefore not necessarily complete, and no representation is 
made as to the accuracy, completeness or reliability of the information. In 
addition, neither the company nor any of its directors, employees, 
shareholders nor any other person shall have liability whatsoever to any 
person for any loss (including, without limitation, arising from any fault or 
negligence) arising from this presentation or any information supplied in 
connection with it.
This presentation may contain forward-looking statements and projections. 
These reflect Meridian’s current expectations, based on what it thinks are 
reasonable assumptions. Meridian gives no warranty or representation as to 
its future financial performance or any future matter. Except as required by 
law or NZX or ASX listing rules, Meridian is not obliged to update this 
presentation after its release, even if things change materially.

This presentation does not constitute financial advice. Further, this 
presentation is not and should not be construed as an offer to sell or a 
solicitation of an offer to buy Meridian Energy securities and may not be 
relied upon in connection with any purchase of Meridian Energy securities.

This presentation contains a number of non-GAAP financial measures, 
including Energy Margin, EBITDAF, Underlying NPAT and gearing. Because 

they are not defined by GAAP or IFRS, Meridian's calculation of these 
measures may differ from similarly titled measures presented by other 
companies and they should not be considered in isolation from, or construed 
as an alternative to, other financial measures determined in accordance with 
GAAP. Although Meridian believes they provide useful information in 
measuring the financial performance and condition of Meridian's business, 
readers are cautioned not to place undue reliance on these non-GAAP 
financial measures.

The information contained in this presentation should be considered in 
conjunction with the company’s financial statements, which are included in 
Meridian’s integrated report for the year ended 30 June 2020 and is available 
at:

www.meridianenergy.co.nz/investors

All currency amounts are in New Zealand dollars unless stated otherwise.
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