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Meridian Energy Captive Insurance Limited

Companies Act 1993 Disclosures
For the year ended 30 June 2022
 

The Directors of Meridian Energy Captive Insurance Limited (the ‘Company’ or

'MECIL’) present the 2022 annual report to our shareholder. The report

includesall information required to be disclosed under the Companies Act

1993. In addition to our statutory obligation we haveincluded additional

information to assist you in understanding the activities of the Company.

Date of Incorporation

Meridian Energy Captive Insurance Limited wasincorporated on 16 March

2005 underCertificate #1612020.

Principal Activity

The Companyis a captive insurance companyproviding insurance to Meridian

Energy Limited (the Parent) and its subsidiaries. The Company'sliability is

reinsured with reputable reinsurance companies.

Registered Office

287-293 Durham Street North

Christchurch 8013

New Zealand

Corporate Governance

Interests Register

The Companyis required to maintain aninterests register in which the

particulars of certain transactions and matters involving the directors must be

recorded. The interests register is available for inspection atits registered

office.

Details of all matters that have been enteredin the interests register by

individual directors are outlined in the directors’ profiles. Where a director has

declared an interestin a particular entity, as a shareholder and/ordirector, the

declaration serves as a notice that the director may benefit from any

transactions between Meridian Energy Limited (the Parent), the Company and

the identified entities.

Information Usedby Directors

No memberof the Board of the Companyissued a notice requesting to use

information received in their capacity as Directors which would not otherwise

have been available to them.

Indemnification and Insuranceof Officers and Directors

The Parent indemnifies all directors named in this report, and current

executive officers of the Company againstall liabilities (other than to the

Parent or memberof the Company) whicharise out of the performance

of their normal duties as director or executive officer, unless the liability

relates to conduct involving lack of good faith. To managethis risk, the

Parent has indemnity insurancefor each of its subsidiaries. Thetotal

costof this insurance during the financial year is borne by the Parent.

In addition, the Company has indemnified all current directors under a

deed of indemnity.
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Meridian Energy Captive Insurance Limited

Companies Act 1993 Disclosures
For the year ended 30 June 2022

Board of Directors

Directors’ Profiles

During the period underreview the following acted as Directors:

Michael Roan Chief Financial Officer, Meridian Energy Limited

(appointed 28/05/19) Director of various Meridian Group subsidiaries

Neal Barclay Chief Executive Officer, Meridian Energy Limited

(appointed 07/12/17) Director of various Meridian Group subsidiaries

TheDirectors received no Director Fees from the Companyduring the year (2021: Nil).

Auditor

Mike HoshekofDeloitte Limited was appointed by the Auditor-Generalto carry out the audit of the Company on his behalf. There have

been no additional services provided. The remuneration for services provided by Deloitte Limited for the currentfinancial year is reported

in the financial statements.

Shareholder

All ordinary shares of the Company are ownedbythe Parent, Meridian Energy Limited.

Dividend

The Directors recommendthat no dividend bepaid (2021: Nil).

Executive Remuneration

The Companydid not pay remuneration including benefits in excess of $100,000 to any employee during the year.
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Meridian Energy Captive Insurance Limited

Directors Responsibility Statement
For the year ended 30 June 2022

The Directors are responsible for ensuring that the financial statements fairly present the financial position of the Company as at 30 June 2022 andits

financial performance and cashflowsfor the year ended on thatdate.

TheDirectors considerthat the financial statements of the Company have been prepared using appropriate accounting policies, consistently applied and

supported by reasonable judgements and estimates and thatall relevantfinancial reporting and accounting standards have beenfollowed.

The Directors confirm that proper accounting records have been kept which enable the determination of the financial position of the Company as at 30 June

2022andits financial performance and cashflows for the year ended on that date to ensure complianceofthe financial statements with the CompaniesAct

1993 and the Financial Markets ConductAct 2013.

TheDirectors consider that they have taken adequate steps to safeguard the assets of the Companyandto prevent and detectfraud and otherirregularities.

The Directors have pleasure in presenting the financial statements(including notes), set out on pages 5 to 15, of Meridian Energy Captive Insurance Limited

for the year ended 30 June 2022.

The annualfinancial statements were authorised for issue by the Board on 10 October 2022.

For, and on behalf of, the Board.

?

Ar | |
MichaelRoan, Director, 10 October 2022 NealBarclay, Director, 10 October 2022
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Meridian Energy Captive Insurance Limited

Statement of Comprehensive Income
For the year ended 30 June 2022

 

 

 

Note

Operating revenue Al

Operating expenses A2

Earnings before interest and tax (EBIT)

Operating profit

Interest income At
Net profit before tax

Income tax expense A4
 

Netprofit after tax attributed to the shareholders of the parent company

 

Total comprehensive incomeattributed to the shareholders of the parent company

The Notesto the Financial Statements on pages 8 to 15 form anintegral part of these Financial Statements

 

$000

2022

Deloitte.

for
Identification

 

2021

$'000  
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Meridian Energy Captive Insurance Limited

Balance Sheet
 

 

As at 30 June 2022

2022 2021
Note $'000 $'000

Current assets

Cash and cash equivalents B2

Deferred re-insurance premium

Interest receivable

Related Party Receivable D1
 

Total current assets

Total non-current assets
 

 

 

Total assets
 

Currentliabilities

Provision for incometax payable D1

Re-insurance premiums payable B3

Sundry payables

Unearned premium

Unearned ceding commission

Related Party Payable D1

Total currentliabilities
 

 

Total non-currentliabilities

 

Totalliabilities
 

 

Net assets
 

Shareholders equity
Sharecapital Bi

Retained earnings
Total shareholders' equity   
The directors of Meridian Energy Captive Insurance Limited authorise these financial statements for issue on behalf of the Board.

« ri 7 _ hy / , i
LI- — YU7 fA,

/ At iy

Michael Roan, Director, 10 October 2022 NealBarclay, oillsor 10 October 2022

Deloitte.
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Meridian Energy Captive Insurance Limited

Statement of Changesin Equity
For the year ended 30 June 2022
 

 

 

    
 

 

 

$'000

Share

Note capital Retained earnings

Balance at 1 July 2020 2,500 3,040

Net profit for the 2021 financial year - 243

Total comprehensive incomeforthe year, net of tax - fearaTeniy
Balance at 30 June 2021 and 1 July 2021 2,500 3,283

Net profit for the 2022 financial year -

Total comprehensive incomefor the year, net of tax -

Balance at 30 June 2022 2,500 3,574
 

Statement of Cash Flows
For the year ended 30 June 2022

 

 

Operating activities

Receipts from customers

Interest received

Note

2022 2021

 

Payments to suppliers

Income tax paid
 

 

Operating cash flows
 

 

Net increase in cash and cash equivalents
 

Cash and cash equivalents at beginning of year
 

Cash and cash equivalentsat end of year

The Notes to the Financial Statements on pages 8 to 15 form anintegral part of these Finanacial Statements

B2

 Deloitte.
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Meridian Energy Captive Insurance Limited

Notes to the Financial Statements: Aboutthis report
For the year ended 30 June 2022
 

 

Meridian Energy Captive Insurance Limited (MECIL and the Company)is a for

profit entity domiciled in New Zealand, registered under the Companies Act

1993. The registered office of the Companyis 287-293 Durham Street North,

Christchurch, 8013 , New Zealand. The shares in the Company are owned by

Meridian Energy Limited, a Mixed Ownership Company majority owned by His

Majesty the King in Right of New Zealand. Consequently, the Companyis bound

by the requirements of the Public Finance Act 1989.

The Company's core businessis that of an insurance companyproviding

insurance to Meridian Energy Limited and its' subsidiaries. Insurance cover

providedis for material damage, businessinterruption and cyberinsurance.

Thesefinancial statements have been prepared:

- in accordance with Generally Accepted Accounting Practice in New Zealand

and comply with the International Financial Reporting Standards (IFRS) and the
New Zealand equivalents (NZ IFRS);

- in accordancewith the requirements of the Companies Act 1993;

- in accordance with the Financial Markets Conduct Act 2013;

- on the basis ofhistorical cost;

- in New Zealanddollars (NZD), with all values rounded to the nearest thousand

dollars

- using accounting policies as provided throughoutthe notes to the financial

statements.

Basis of preparation

The same accounting policies, presentation and methods of computation have

been applied consistently to all periods presentedin these financial statements.

Re-insuranceassets andre-insurance
liabilities|

 

Other accounting policies

Other accounting policies that are relevant to an understandingof the

financial statements are provided throughoutthe notesto the financial

statements.

Foreign Currency

Transactions denominatedin a foreign currency are converted at the

exchangerate at the date of the transaction. Foreign currency monetary

assets andliabilities at reporting date are translated at the exchange rate

prevailing at reporting date.

Other matters in the financial year

COVID-19

As an essential service provider, the Meridian Group continued operations

during the 2020 - 2022 COVID-19 response in both New Zealand and
Australia. The impact of shut-downsandother social and economic

disruption to the Meridian Group is deemed to be immaterial. As the

Meridian Groupinsurer, the financial impact of COVID-19 on MECILis also

deemedto be immaterial.

Meridian Energy Australia

On 22 November 2021, Meridian announcedthat an agreement had been

reached with a consortium to purchase the MEA business. MECILno longer

provides insurance services to the MEA business after completion occurred

on 31 January 2022.

Deloitte.
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Meridian Energy Captive Insurance Limited

Notesto the Financial Statements: A) Financial performance
For the year ended 30 June 2022
 

A1 Income
 

Operating revenue

2022 2021

 

Revenue

Other revenue - commissions

Note $'000 $000

A3
 

Interest income

Interest income on Financial Assets:

Call deposits

A2 Expenses

2022 2021

$'000 $'000

  

Revenue Recognition

Operating revenueforthis entity is derived from providing insurance

services to other Group entities with commissions being receivedinlieu

of administrative tasks performed on behalf of the reinsurer. Both

revenue and commission are recognised overthe period of the

insurance coverage in accordance with the expected pattern of the

incidenceofrisk which is deemedto bestraight-lined.

 

Operating expenses

2022 2021

 

Audit fees

Foreign Exchangeloss/(gain)

Re-insurance premium expense

Solvency Opinion fees

$'000 $'000

 

Expense Recognition

Reinsurance premium expenseis recognised overthe period of the

indemnity for the reinsurance.

Audit fees are paid to M Hoshekfor Deloitte Limited on behalf of the Office of the Auditor General and Solvency opinion fees paid to PricewaterhouseCoopers Consulting

(New Zealand) LP. Audit fees are for the audit of the financial statements, and the solvency opinionfeeis for the preparation and review of the solvencyreturn.

A3 Underwriting Result
 

Premium income

Insurance premiumsreceived

Movementin unearned premiums

2022 2021

$'000 $'000

 
Insurance premium income

Insurance expenses

Insurance premiums expenses

Movement in unearned premiums 
Re-insurance premium expense

Underwriting result

Commissions earned 325 
Total underwriting surplus 325
 

  
Deloitte.
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Meridian Energy Captive Insurance Limited

Notes to the Financial Statements: A) Financial performance
For the year ended 30 June 2022
 

 

 

A4 Taxation

2022 2021 Income tax expense

Income tax expense $'000 $000 Income tax expense represents the sum ofthe tax currently payable.It includes both the
Current income tax charge 95 current yearliability and the incometax effects of temporary differences after allowing for  

 

Adjustmentsto tax of prior years
 

 

 

 

 

 

Total current tax expense 95

Total income tax 95

Reconciliation to profit before tax

Profit before tax 338

Income tax at applicable rates (28%) 95

Incometax under/(over) providedin prior year -

Income tax expense 95

 

 

Notes to the Financial Statements: B) Managing funding
For the year ended 30 June 2022

non-assessable income and non-deductible expenses. The Company doesnothave any

temporary differences therefore there is no deferred tax that has been recognised.

 

B1 Share capital
 

 

 

2022 2021
Share capital Shares $'000 Shares $1000

Shares issued 2,000,100 2,500 2,000,100 2,500

Sharecapital 2,000,100 2,500 2,000,100 2,500
 

Share capital

The share capital is represented by 2,000,100 ordinary shares (2021: 2,000,100). Two million shares are issued at $1 per share and one hundred sharesare issued at $5,000 per

share. These shares are held by Meridian Energy Limited. All shares are fully paid and have equalvoting rights. All shares participate equally in any dividenddistribution or any
surplus on the winding up of the Company.

B2 Cash and cash equivalents
 

2022 2021 Reconciliation of NPAT to cash flows from operating 2022 2021
$1000 $'000Cash and cash equivalents $'000 $'000 activities

 

  

 

  

 

Current account 7,297 Net profit after tax

Call Deposit 4,070

Term Deposit . 1,128 Changesin working capital items: 

Thecall deposit is held with ANZ and attracts interest at 2.00% p.a. as at 30 June

2022 (2021: ANZ 0.25% p.a.)

2022 (2021; BNZ 1.20% p.a).

Cash and Cash Equivalents

(Increase)/Decreasein deferred re-insurance premium

(Increase)/Decreasein interest receivable

(Decrease)/Increasein re-insurance premiums payable

(Decrease)/Increasein intercompanyreceivable/payable

The Term deposit is held with BNZ andattracts interest at 3.92% p.a. as at 30 June (Decrease)/Increase in sundry payables

( )
(
|

Decrease)/Increase in unearned premium

Decrease)/Increase in unearned ceding commission
ncrease in tax payable

 
Cash and cash equivalents used in the Cash Flow comprise cash on hand, demand Cashflow from operating activities

deposits and term deposits and these are held atfair value.

 
Deloitte.
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Meridian Energy Captive Insurance Limited

Notes to the Financial Statements: B) Managing funding
For the year ended 30 June 2022

B3 Re-insurance assets and insuranceliabilities
 

2022Reconciliation of movementsin re-insurance 2021

assets and insuranceliabilities

Provision for claims receivable:

Opening balance 1 July

Claims provision recognised

Claimssettled
 

Closing balance 30 June

 

Re-insurance premiums payable:

Opening balance 1 July

Premiumspaid to re-insurers

Premiumsinvoiced by re-insurers

Closing balance 30 June
 

 

 

Provision for claims payable:

Opening balance 1 July

Claims payable recognised

Claims settled
Closing balance 30 June
 

 

Insurance claims and outstandingclaimsliability

Outstanding claimsliabilities are shown in the statementoffinancial position as provision

for claims payable. These are recognised whenloss events have occurred and are

based onthe estimated ultimate costs of all claims incurred but not settled at balance

date. An estimate is made of the present value of claims incurred but not paid. Claims

are normally settled within one year, therefore the effect of discounting for the time value

of moneyis not material.

Changesin expectedclaims that have occurred but which havenot beensettled are

reflected by adjusting the liability. Theliability is derecognised when the claim is

discharged or withdrawn. Any non-cyberrelated insurance claims are madewith re-

insurance companies and proceedsof these claims are passed directly through to the

claimant, i.e. Meridian Energy Limited and its subsidiaries, and are reflected in the profit

and loss as re-insurance revenue and claims expense. Where insurance claim

proceeds have beenreceived, but not yet passed onto the claimant, thesewill be

included in the balance sheet underprovisionfor claims receivable/payable.

Re-insurance recoveries

Outstanding re-insurance recoveries assets are shownin the balance sheet

as a provision for claims receivable. These are recognised when loss

events have occurred and are basedon the estimated ultimate proceeds of

all claims not settled at balance date. An estimate is madeof the present

value of claims reported but not received. Claims are normally settled within

oneyear, therefore the effect of discounting for the time value of moneyis

not material.

Changesin expectedclaims receivable that have occurred but which have

not beensettled are reflected by adjusting the assets. The assetis

derecognised whentheclaim is discharged or withdrawn. Any non cyber

related insurance claims are made with re-insurance companies and

proceedsof these claims are passed directly through to the claimant, i.e.

Meridian Energy Limited and its subsidiaries, and are reflectedin the profit

andloss as re-insurance revenueandclaims expense.

Re-insurance premiums payable

MECIL as the Meridan Energy Group insurer is subsequently reinsured by

Marsh Limited. Marsh invoices MECIL directly and paymentis madein July

of each year. As at 30 June 2022, the balance payable to Marsh was $6.1m

and this is disclosed as a separateline item on the face of the balance

sheet.

Deloitte.

for
Identification
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Meridian Energy Captive Insurance Limited

Notes to the Financial Statements: C) Financial instruments used to managerisk
For the year ended 30 June 2022
 

 

C1 Financial risk management
 

Capital risk management

The Company's objective when managingcapitalis to safeguardit's ability to

continue as a going concern. The Company's capital includes share capital and

retained earnings.

In order to maintain or adjust the capital structure, the Company may adjust the

amountof dividendspaid to shareholders, return capital to shareholders, issue

new sharesorsell assets to reduce debt.

On 25 June 2013, the Reserve Bank of New Zealand issued Meridian Energy
Captive Insurance Limited (MECIL)a licence to carry on insurance businessin

New Zealand, under section 19 of the Insurance (Prudential Supervision) Act

2010. General conditions were applied to the licence,including the requirement

to maintain a positive solvency margin and the requirementthat the actual

solvency capital be at least $1 million. As a result the parentcontributed a

further $2 million of capital in June 2013. The licence wasreissued by the
Reserve Bank effective as at 30 June 2015 with no changeto the solvency
margin requirements.

Michael Playford, FNZSA, FIAA of PricewaterhouseCoopersacts as the actuary
for the Company and has reviewedthe actuarial information including the

unearned premium liability, outstanding claimsliability and deferred reinsurance

premium. There are no assumptions madein setting the claimsliability, and the

amount is based onthefinal claim discharge document andanoffsetting

reinsurance recoveryasset is held, making the net provision zero. Because the

netliability is zero, there is no need for a risk margin, discounting or claims

handling costs. In the opinion of the actuary; the actuarial information contained

in the financial statements has been appropriately included and usedin the

preparation of the financial statements. The actuaryis satisfied as to the

nature, sufficiency and accuracy of the data used to determine the outstanding

claimsliability. The Company has beenin compliance with its solvency

requirements throughout the period. The latest solvency return, completed as at

30 June 2022, reported the following solvencycalculations:

 

2022 2021

$'000 $'000

Actual solvencycapital 6,074 5,783

Minimum solvencycapital 2,170 1,000

Solvency margin 3,904 4,783

Solvencyratio (percent) 280% 578%

Financial risk management

The Company's activities expose it to a variety of financialrisks: liquidity risk,
interestrate risk, foreign exchangerisk and credit risk.

Managementof key financial risks

Liquidity risk

The Company maintains sufficient cash, is equity funded as required by the

Parent, and trade and other payables are settled on a monthly basis as part of

liquidity risk management.

Marketrisk

- Interest rate risk

MECIL's primary interestrate risk is with cash and cash equivalents, where the

Companyis subject to market movementsin interest rates.

- Interest rate risk continued

MECIL'sfixed rate deposits are subjectto interest rate risk in that

interest rates can fluctuate during the term of the deposit. As at 30

June 2022, MECIL held $1.1m on term deposit at an interest rate of

3.92% (2021: $1.1m at 1.2%). The impact of a 50 basis point
increase/decreasein interest rates on interest revenue would be

$0.006m/-$0.006m (2021: $0.006m/-$0.006m).

MECIL also holds Current and Call account deposits which are

subject to floating interest rate risk. As at 30 June 2022, MECIL held

$11.6m in Westpac and ANZ accounts which attracts interest at a

rate of 1.13% (the Westpac Australia accountdoesnotattract

interest). The impactof a 50 basis point increase/decreasein

interest rates on interest revenue would be $0.058m/-$0.058m

(2021: $0.054m/-$0.027m).

The averageinterest rate earned on floating deposits during the

year was 0.85% (2021: 0.58%).

- Foreign exchangerisk

Risk managementfor any currencyrisk is carried out by Meridian

Energy Limited's Treasury department underpolicies approved by

its Board.

At 30 June 2022 the Company had NZ$26,951 of assets

denominated in foreign currencies,all of which were Australian
Dollar (“AUD") cash and cash equivalents (2021: NZ $575,122).
The impactof increases / decreases in the AUDis not considered to

have a material effect on profit or loss of the Company.

Credit risk

Credit risk is the risk offinancial loss to the Companyif the

counterparty to an insurancetransactionfails to meetits contractual

obligations, and arises principally from the Company's premium

receivables from related parties and from claims provision

recoveries underre-insurance contracts.

Insurance contracts are only entered into with related parties. Refer

to C3 for further discussion of insurancerisk.

The Companybelieves that no impairment allowanceis necessary

in respect of premiums receivable as no amounts are past due and

all receivables are due from related parties. The Company does not

hold collateral or security in relation to credit risk.

The Companylimits its exposure to re-insurancecredit risk by

entering into re-insurance contracts only with counterparties that

have goodfinancial strength. Re-insurers must be rated BBB

(Standard & Poor's) or A- (AM Best) or greater and must have the

equivalent of US$25 million in unencumbered policyholders surplus.

Given this high credit rating requirement, management does not

expect the counterparties to fail to meet their obligations.

Credit risk also arises from the Company's holdings in cash and

cash equivalents. Managementmitigate this risk by only using

banks and financialinstitutions that are independently rated with a

minimum rating of‘A’ (Standard & Poor's).

Deloitte.The carrying amountofthe financial assets recognised on the

balance sheet best represent the maximumlikely exposureto credit ei coe

risk at the dateof this report. 12 0f 17

 



Meridian Energy Captive Insurance Limited

Notes to the Financial Statements: C) Financial instruments used to manage risk
For the year ended 30 June 2022
 

C2 Fair value offinancial instruments

The carrying valuesoffinancial assets andfinancial liabilities disclosed on the face of the balance sheet approximatestheir fair values, and are due within one

year. There are no assetsorliabilities due beyond one year.

 

Categoriesof financial instruments

Financial assets
at amortised Financialliabilities

 

cost at amortised cost Total

As at 30 June 2022 $'000 $'000 $'000

Assets

Cash and cash equivalents 12,733

Interest receivable

Intercompany Receivable

7

5

Total financial assets 12,745

Liabilities

Re-insurance premiums payable -
Sundry Payables -

Total financialliabilities 3
 

Asat 30 June 2021

Assets

Cash and cash equivalents 12,495

Interest receivable 2

Total financial assets 12,497

 

 

 

Liabilities

Re-insurance premiums payable - 6,300

Sundry Payables - 19

Intercompany Payable - 128
Totalfinancialliabilities - 6,331
 

 

Financial Assets

Financial assets are classified at amortised cost, which are non-derivative financial assets with fixed or determinable payments that are not quotedin an active

market. Financial assets are recognisedinitially at fair value, net of transaction costs. Financial assets are subsequently stated at amortised cost; any difference

between the proceeds(netof transaction costs) and the redemption value is recognised in the profit and loss over the period of the financial assets using the
effective interest rate method.

Financial Liabilities

Financial liabilities are recognisedinitially at fair value, net of transaction costs. Financialliabilities are subsequently stated at amortised cost; any difference

betweenthe proceeds(net of transaction costs) and the redemption value is recognisedin the profit and loss overthe period ofthe financialliabilities using the

effective interest rate method.

The Company recognisesa loss allowance for expected credit losses (‘ECL’) on financial assets measured at amortised cost. The amountof expected credit

losses is updated at each reporting date to reflect changesin credit risk sinceinitial recognition of the respective financial instrument. The ECL on thesefinancial

assets are estimated using a provision matrix based on the Company's historical credit loss experience, adjusted for factors that are specific to the debtors,

general economic conditions and an assessmentof both the current as well as the forecast direction of conditions at the reporting date, including time value of
money where appropriate.

Deloitte.

for
Identification
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Meridian Energy Captive Insurance Limited

Notes to the Financial Statements: C) Financial instruments used to managerisk
For the year ended 30 June 2022
 

C3 Insurance Contracts - Risk ManagementPolicies and Procedures
 

The financial condition and operation of the companyis affected by a numberofkeyrisks including insurance risk, market risk, compliance risk and

operational risk. The Company's policies and proceduresin respect of managing theserisks are set outin this note.

Objectives in managingrisks arising from insurance contracts and policies for mitigating thoserisks

The companyhas an objective to control insurancerisk thus minimising substantial unexpectedlosses that would expose the company to an adversefinancial

capitalloss.

The Board of the company have developed, implemented and maintained policies and procedures, processes and controls that compriseits risk management

and control systems. These systems addressall materialrisks, financial and non-financial, likely to be faced by the company. Annually, the Board reviews

thesestrategies.

Key aspects of the processes established to mitigate risks include:

* The maintenance and use of managementinformation systems, which provide upto date,reliable data on the risks to which the business is exposed at any

pointin time.

* Re-insuranceis usedto limit the Company's exposureto large single claims and catastrophes.

* The managementof assets and liabilities is closely monitored to attempt to match the maturity dates of assets with the expected pattern of claim payments.

* The mix of assets in which the Company investsis driven by the nature and term ofinsurance. The diversification of business over separate

geographical segments seeks to reducevariability in loss experience.

Insurance and re-insurance contracts are entered into annually. At the time of entering into the contract, all terms and conditions are negotiable or, in the

case of renewals, renegotiable.

Insurance Risk

As the Companyis a captive insurer,the risk profile of the insured businessis very specific to the nature of the insured business’ property assets. There are

only five policy holders, the portfolio is not very well diversified and has some geographic concentration.

Insurance exposures are managed by the Company through:

« Implementation of a re-insurance programmethatlimits the Company's insurance exposures. This re-insurance programmeis reviewed annually by the

Board.

« The ability to review insurance contracts in place and in particular adjust premium rates.

* The Company's businessis structured so thatit does not pay claims to insurance contract parties until claim proceeds are received from a reinsurer. If a re-

insurer is unable to meetits obligations then the Company will fail to provide the agreed coverto insurance contract parties, being all related parties, causing

those parties to suffer loss. Refer to note C1 for details of mitigation of re-insurer creditrisk.

MECIL has implemented a solvencypolicy that targets Solvency Margin of $3m. The solvencytargetis set to ensure that MECIL remains technically solventin

the event of a $75m claim. MECIL and Meridian have a solvency support agreement suchthat in the eventof a claim of more than $50m and less than

$200m, Meridian will provide up to $6m of additional funds to ensure MECIL remains solvent. MECIL will notify the RBNZ in the event of a claim of more than

$200m. MECIL's managementare aware of the need to keep the appointed actuary informed in the event of a large claim or any other major adverse

movementin the financial situation.

MECIL retainsthe risk related to its cyber insurancepolicy with sum insured of $10m (for any single loss and in the aggregate, less a $500k excess). This

policy is not reinsured.

Reinsurance

Other than cyber insurancepolicies issued as outlined above the company doesnotretain any material insurance risk as the cover offerred by the companyis

mirrored in the reinsurance market and there are no unexpected catastrophe risks or adverse claim numbers that would impact the company. The company

has elected notto reinsureits cyberrisk policy this year dueto difficulties in obtaining satisfactory insurance in the market for cyber-attacks. The Company

runs a credit risk with respect to the insurers; this risk is mitigated by choosing re-insurers with goodfinancial strength — refer to note C1 for details.

Deloitte.
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Meridian Energy Captive Insurance Limited

Notes to the Financial Statements: D) Other
For the year ended 30 June 2022

D1 Related parties

During thefinancial period, the Company provided insurancetoits parent company, Meridian Energy Limited, andits subsidiaries.
 

The Company received paymentfor insurance premiums from Meridian Energy Limited of $6.534 million (2021: $5.993 million). The balance outstanding at 30 June 2022 was

Nil (2021: Nil).

The Company received paymentfor insurance premiums from the following entities, all of which are subsidiaries of Meridian Energy Limited. The balance oustanding at 30

June 2022 wasNil (2021: Nil).

2022 2021
Related party transactions $'000 $1000
Mt Millar Wind Farm Pty Limited

Mt Mercer Wind Farm Pty Limited

PowershopAustralia Pty Limited

GSPPty Limited

   

 

Related party receivables
 

 

 

 

Meridian Energy Limited

2022 2021
Provision for Income Tax $000 $'000

Meridian Energy Limited - Income Tax 95

95

2022 2021
Related party payables $'000 $'000
Meridian Energy Limited 12

12

The Companydid not pay any insurance claims to Meridian Energy Limited orits subsidiaries during the year (2021: Nil).

All related party balancesare interest free and unsecured.

Key ManagementPersonnel

The key managementpersonnelare the directors of the Company and are employees of and remunerated by the Parent. Indemnity insuranceis paid on their behalf by the

Parent.

D2 Credit Rating

The Company doesnot have, has not sought andis not required to have a creditrating.

D3 Commitments

There are no capital commitments at 30 June 2022 (2021: Nil).

D4 Contingent assets and liabilities

There were no contingent assetsorliabilities at 30 June 2022 (2021: Nil).

D5 Subsequent events

There have been no material events subsequentto 30 June 2022 that require disclosure in the financial statements (2021: On 18 August 2021, New Zeland moved

to COVID-19 alert level 4. On 08 September 2021, Auckland, New Zealand remainedinalert level 4 with the rest of the country movingto alert level 2. The impact

of entering the alert levels and the flow-on social and economicdisruption to the Meridian Group is deemed to be immaterial. As the Meridian Groupinsurer, the

financial impactof the movementto these alert levels is also deemed to be immaterial).

D6 Changesin financial reporting standards

In the current year, the Companyhas adopted all mandatory new and amended Standards. The application of these new and amended Standards has had no

material impact on the amounts recognised ordisclosed in the financial statements.

There have been a numberof standards that have been issued butare notyeteffective for application. The Companyhasnotelected to early adopt any of these

standards.

NZ IFRS 17 Insurance Contracts(effective 1 January 2023). NZ IFRS 17 will be effective in MECIL's 2024 financial year. This standard establishesthe principles

for the recognition, measurement, presentation and disclosure of insurance contracts within the scope of the standard. The objective of NZ IFRS 17 is to ensure

that an entity provides relevantinformation thatfaithfully represents those contracts. The Company hasnot yet completedits assessmenton the impactof this

standard.

Deloitte.
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Deloitte.
Independent Auditor’s Report

To the Shareholder of Meridian Energy Captive Insurance Limited

Auditor-General

Opinion

Basis for opinion

Key audit matters

Otherinformation

Directors’ Responsibilities for

the financial statements

The Auditor-General is the auditor of Meridian Energy Captive Insurance Limited (the ‘Company’).

The Auditor-General has appointed me, Mike Hoshek, using the staff and resourcesof Deloitte

Limited, to carry out the audit of the financial statements of the Companyonhis behalf.

Wehaveauditedthefinancial statements of Meridian Energy Captive Insurance Limited (the

‘Company’) on pages 5 to 15, which comprise the balance sheet as at 30 June 2022, and the

statement of comprehensive income, statement of changes in equity and statement of cash flows

for the year then ended, and notesto the financial statements, including a summaryof significant

accountingpolicies.

In our opinion, the accompanyingfinancial statements, presentfairly, in all material respects, the

financial position of the Companyas at 30 June 2022, andits financial performance and cash flows

for the year then endedin accordance with New Zealand Equivalents to International Financial

Reporting Standards (‘NZ IFRS’) and International Financial Reporting Standards (‘IFRS’).

We conducted our audit in accordance with the Auditor-General’s Auditing Standards, which

incorporate the Professional and Ethical Standards and the International Standards on Auditing

(New Zealand) issued by the New Zealand Auditing and Assurance Standards Board. Our

responsibilities under those standards are further described in the Auditor’s responsibilities for the

audit of the financial statements section of our report. We are independent of the Companyin

accordance with the Auditor-General’s Auditing Standards, which incorporate Professional and

Ethical Standard 1: International Code of Ethics for Assurance Practitioners issued by the New

Zealand Auditing and Assurance Standards Board, and wehavefulfilled our other ethical

responsibilities in accordance with these requirements.

Webelieve that the audit evidence we have obtainedis sufficient and appropriate to provide a basis

for our opinion.

In addition to the audit we have carried out an engagement on the Company’s annual solvency

return to the Reserve Bank of New Zealand, which is compatible with those independence

requirements. Other than the audit and the other assurance engagementonthe solvency return, we

have no relationship or interests with the Company.

Wehave determined that there are no key audit matters to communicatein our report.

The Directors are responsible on behalf of the Companyfor the other information. The other

information comprises the information included on pages 1 to 4, and doesnot include the financial

statements and our auditor’s report thereon.

Our opinion on thefinancial statements does not cover the other information and we do not express

any form of audit opinion or assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other

information and, in doing so, consider whetherthe other information is materially inconsistent with

the financial statements or our knowledge obtained in the audit or otherwise appears to be

materially misstated. If, based on the work we have performed, we conclude that there is a material

misstatementof this other information, we are required to report that fact. We have nothing to

reportin this regard.

The Directors are responsible on behalf of the Companyfor the preparation andfair presentation of

the financial statements in accordance with New Zealand Equivalents to International Financial

Reporting Standards and International Financial Reporting Standards and for such internal control as

the Directors determine is necessary to enable the preparation offinancial statements that are free

from material misstatement, whether due to fraud or error.

In preparing the financial statements, the Directors are responsible on behalf of the Company for

assessing the Company’sability to continue as a going concern,disclosing, as applicable, matters
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Deloitte.

Auditor’s Responsibilities for

the audit of the financial

statements

Mike Hoshek

for Deloitte Limited

related to going concern and using the going concern basis of accounting unless the Directors either

intend to liquidate the Companyorto cease operations, or have no realistic alternative but to do so.

The Director’s responsibilities arise from the Financial Markets Conduct Act 2013.

Our objectives are to obtain reasonable assurance about whetherthe financial statements as a

whole are free from material misstatement, whether dueto fraud or error, and to issue an auditor’s

report that includes our opinion.

Reasonable assuranceis a high level of assurance, but is not a guaranteethat an audit carried out in

accordance with the Auditor-General’s Auditing Standardswill always detect a material

misstatement whenit exists. Misstatements can arise from fraud or error and are considered

material if, individually or in the aggregate, they could reasonably be expected toinfluence the

economic decisions of shareholders taken on the basis of these financial statements.

As part of an audit in accordance with the Auditor-General’s Auditing Standards, we exercise

professional judgement and maintain professional scepticism throughoutthe audit. Wealso:

e Identify and assess the risks of material misstatementof the financial statements, whether due

to fraud or error, design and perform audit procedures responsiveto thoserisks, and obtain

audit evidencethatis sufficient and appropriate to provide a basis for our opinion. The risk of

not detecting a material misstatement resulting from fraud is higher than for one resulting from

error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the

override of internal control.

e Obtain an understanding of internal control relevant to the audit in order to design audit

proceduresthat are appropriate in the circumstances, but not for the purposeof expressing an

opinion on the effectiveness of the Company’s internal control.

e Evaluate the appropriateness of accounting policies used and the reasonableness of accounting

estimates and related disclosures made by the Directors.

e Conclude on the appropriateness of the use of the going concern basis of accounting by the

directors and, based on the audit evidence obtained, whether a material uncertainty exists

related to events or conditions that may cast significant doubt on the Company’s ability to

continue as a going concern.If we conclude that a material uncertainty exists, we are required

to draw attention in our auditor’s report to the related disclosuresin the financial statements

or, if such disclosures are inadequate, to modify our opinion. Our conclusions are based on the

audit evidence obtained up to the date of our auditor’s report. However, future events or

conditions may cause the Companyto cease to continue as a going concern.

e Evaluate the overall presentation, structure and contentof the financial statements, including

the disclosures, and whetherthefinancial statements represent the underlying transactions and

events in a mannerthat achievesfair presentation.

We communicate with the Directors regarding, among other matters, the planned scope and timing

of the audit andsignificant audit findings, including any significant deficiencies in internal control

that we identify during our audit.

Wealso provide the Directors with a statement that we have complied with relevantethical

requirements regarding independence, and to communicate with them all relationships and other

matters that may reasonably be thought to bear on our independence, and where applicable, related

safeguards.

From the matters communicated with the Directors, we determine those matters that were of most

significance in the audit of the financial statements of the current period and are therefore the key

audit matters. We describe these mattersin our auditor’s report unless law or regulation precludes

public disclosure about the matter or when,in extremely rare circumstances, we determinethat a

matter should not be communicated in our report because the adverse consequencesof doing so

would reasonably be expected to outweigh the public interest benefits of such communication.

Our responsibility arises from the Public Audit Act 2001.

Onbehalf of the Auditor-General

Christchurch, New Zealand

10 October 2022
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The Board of Directors

Meridian Energy Captive Insurance Limited

Level 1, 55 Lady Elizabeth Lane

PO Box 6011

Wellington

10 October 2022

Appointed actuary’s review ofactuarial informationfor Meridian
Energy Captive Insurance Limited

To the Directors of Meridian Energy Captive Insurance Limited

This letter has been prepared for Meridian Energy Captive Insurance Limited (MECIL) to meet the

requirements of Section 78 of the Insurance (Prudential Supervision) Act 2010 (the Act) in respect of

Section 77 of the Act which requires that each licensed insurer must ensure that the actuarial

information containedin, or used in preparationof, the financial statements of the insurer is reviewed

by the appointed actuary.

For the purposeof this review, actuarial information includes:

° Information relating to an insurer’s calculations of premiums,claims, reserves, dividends,

insurance and annuity rates, and technical provisions; and
° Information relating to assessmentsofthe probability of uncertain future events occurring and

the financial implications for the insurer if those events do occur; and

° Information specified in an applicable solvency standard as being actuarial information for the

purposesof section 77 of the Act.

I have reviewed the following actuarial information includedin the audited accounts for MECILasat

30 June 2022:

° premium liability

e net outstandingclaimsliability

° reinsurance recovery asset

° deferred reinsurance premiumasset

I have been providedwith all the information and explanationsthat I have required to complete my

review.

Iamthe Appointed Actuary to MECIL and am an Executive Director of PricewaterhouseCoopers

Consulting (New Zealand) LP. I am independent of MECIL.

In my opinion:

° the actuarial information contained in the financial statements has been appropriately included

in those statements; and
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e the actuarial information usedin the preparation of the financial statements has been used

appropriately; and

e MECILis maintaining a solvency margin as required underthe Solvency Standard for Non-Life

Insurance Businessissued by the Reserve Bank of New Zealand.

Reliances and limitations

This letter has been prepared for MECILandis provided in accordance with the termsset out in our

statement of work dated March 2022.

Nodistribution ofthis letter to third parties, other than as required by law is permitted by us. There

may be requestsfor our report to be copied to third parties. We will be happyto consider these

requests, as and whentheyarise.

Our responsibilities and liabilities are limited to MECIL andexist only in the context oftheir use of our

letter. No liability or responsibility will be accepted byusin relationto theuse of our report for any

other purpose. Wewill not accept any liability or responsibility to any third party recipients.

Wehaverelied on information providedto us in the course of carrying out our work. We perform some

data validation checks but we have notverified all of the information provided to us, nor have we

carried out anything in the nature of an audit. Accordingly, we express no opinion onthetotal
reliability, accuracy or completeness of the information provided to us and upon which wehaverelied.

Wehave noreasonto believe that the information providedto us is inaccurate or misleading.

This letter mustbe readinits entirety. Individual sectionsof this letter could be misleadingif

consideredin isolation from each other. If distributed, this letter must be distributedin its entirety.

This letter is not considered an actuarial report, as per Professional Standard No. 90 General

Actuarial Practice (PS90) issued by the New Zealand Society of Actuaries.

Yours sincerely

for PricewaterhouseCoopers Consulting (New Zealand) LP

Michael Playford, FNZSA, FIAA

Executive Director
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