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Important
Information

(The information in this section is
required under the Securities Act 1978.)

Investment decisions are very important.
They often have long-term consequences.
Read all documents carefully.

Ask questions. Seek advice before
committing yourself.

Choosing an investment

When deciding whether to invest, consider
carefully the answers to the following
questions that can be found on the pages
noted below:

PAGE
What sort of investment is this? 12
Who is involved in providing it
for me? 13
How much do | pay? 14
What are the charges? 16
What returns will | get? 16
What are my risks? 18
Can the investment be altered? 20
How do I cash in my investment? 20
Who do | contact with inquiries
about my investment? 22
Is there anyone to whom I can
complain if I have problems with
the investment? 22
What other information can
| obtain about this investment? 22

In addition to the information in this
document, important information can be
found in the current registered prospectus
for the investment. You are entitled to a
copy of that prospectus on request.’

1. This is the wording required by Schedule 13 to the
Securities Regulations, which contemplates a separate
investment statement and prospectus. This Offer
Document comprises both an investment statement and
a prospectus, and accordingly the prospectus available
on request is identical to this document.

THE FINANCIAL MARKETS AUTHORITY
REGULATES CONDUCT IN FINANCIAL MARKETS
The Financial Markets Authority regulates conduct
in New Zealand’s financial markets. The Financial
Markets Authority’s main objective is to promote
and facilitate the development of fair, efficient,
and transparent financial markets.

For more information about investing, go to
http://www.fma.govt.nz.

FINANCIAL ADVISERS CAN HELP YOU MAKE
INVESTMENT DECISIONS

Using a financial adviser cannot prevent you from
losing money, but it should be able to help you
make better investment decisions.

Financial advisers are regulated by the Financial
Markets Authority to varying levels, depending on
the type of adviser and the nature of the services
they provide. Some financial advisers are only
allowed to provide advice on a limited range of
products.

When seeking or receiving financial advice, you
should check -

the type of adviser you are dealing with:
« the services the adviser can provide you with:
« the products the adviser can advise you on.

A financial adviser who provides you with
personalised financial adviser services may be
required to give you a disclosure statement
covering these and other matters. You should ask
your adviser about how he or she is paid and any
conflicts of interest he or she may have.

Financial advisers must have a complaints process
in place and they, or the financial services provider
they work for, must belong to a dispute resolution
scheme if they provide services to retail clients. So
if there is a dispute over an investment, you can
ask someone independent to resolve it.

Most financial advisers, or the financial services
provider they work for, must also be registered on
the financial service providers register. You can
search for information about registered financial
service providers at http://www.fspr.govt.nz.

You can also complain to the Financial Markets
Authority if you have concerns about the
behaviour of a financial adviser.

IMPORTANT NOTICE

This Offer Document relates to the Offer by the
Crown of ordinary shares in Meridian Energy
Limited. The Shares are to be paid for in two
instalments and are to be represented by
Instalment Receipts until the Final Instalment is
paid. A description of the Offer, the Instalment
Receipts and the Shares is set out in 7.7 Details
of the Offer and 7.2 Description of Instalment
Receipts and Trust Deed.

This Offer Document is a combined investment
statement and prospectus for the purposes of the
Securities Act and the Securities Regulations and
is prepared as at, and dated, 20 September 2013
(as amended by an instrument to amend dated

27 September 2013). All references in this Offer
Document to “this Offer Document” are to be read
as “this Offer Document, as amended”.

The purpose of this Offer Document is to provide
certain key information that is likely to assist you to
decide whether or not to participate in the Offer.

This Offer Document is an important document
and should be read carefully before deciding
whether or not to invest in Meridian.

No-one is authorised by the directors of Meridian
or the Crown to give any information or make

any representation in connection with this Offer
which is not contained in this Offer Document or in
other communications from the directors and the
Crown. You should not rely upon any information or
representation which is not contained within this
Offer Document or which has not been specifically
authorised by both the directors and the Crown.

If you are in any doubt as to any aspect of the
Offer you should consult your financial or legal
adviser or a NZX Firm.

You should seek your own taxation advice on the
implications of an investment in the securities
offered under this Offer Document.

This Offer Document may not be distributed
to or relied upon by persons in the United
States unless it is part of the International
Offering Memorandum used in connection
with the Institutional Offer. See 1.4 Answers
to Important Questions for certain important
selling restrictions.

NO GUARANTEE

No person guarantees the securities offered under
this Offer Document. No person warrants or
guarantees the performance of the securities or
any return on any investments made pursuant to
this Offer Document.

REGISTRATION

A copy of this Offer Document, duly signed by

or on behalf of the directors of Meridian and

the Crown, and having endorsed thereon or
attached thereto copies of the documents and
other materials required by section 41 of the
Securities Act, has been delivered to the Registrar
of Financial Service Providers for registration in
accordance with section 42 of the Securities Act.

The documents required by section 41 of the

Securities Act to be endorsed on or attached to

the copy of this Offer Document delivered to the

Registrar of Financial Service Providers are:

« the report of the Auditor in respect of certain
financial information included in this Offer
Document, as set out in this Offer Document;

« the signed consent of the Auditor to the audit
report appearing in this Offer Document;

« the signed consent of Deloitte to the
investigating accountant’s report appearing in
this Offer Document;

« the signed consent of Beca Carter Hollings &
Ferner Limited to the independent engineer’s
report appearing in this Offer Document;

« copies of the material contracts referred to
under the heading “Material Contracts” in
7.3 Statutory Information; and

« letters of authority authorising this Offer
Document to be signed by an agent of any
director of Meridian or the Crown (if and
where required).

CONSIDERATION PERIOD

Pursuant to section 43C of the Securities Act,

the Financial Markets Authority will be notified
once this Offer Document is registered with

the Registrar of Financial Service Providers.

The Financial Markets Authority will have the
opportunity to consider whether the Offer
Document: (a) complies with the Securities Act
and the Securities Regulations; (b) contains any
material misdescription or error or any material
matter that is not clearly legible; or (c) is false

or misleading as to a material particular or omits
any material particular. Nothing in this section

or in any other provision of the Securities Act
limits the Financial Markets Authority’s power

to consider or reconsider these matters at any
time. The nature and extent of the consideration
(if any) that the Financial Markets Authority gives
to this Offer Document is at the Financial Markets
Authority’s discretion.

Pursuant to section 43D of the Securities

Act, no allotment of securities may be made

and no Applications or subscriptions for
securities may be accepted during the Financial
Markets Authority’s consideration period. The
consideration period commences on the date
this Offer Document is registered and ends at
the close of five working days after the date of
registration. The Financial Markets Authority may
shorten the consideration period, or extend it by
no more than five additional working days.
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DEFINITIONS

Terms used in this Offer Document have the specific meaning
given to them in the Glossary (including certain industry

specific terms with which you may not be familiar).

Unless otherwise indicated, any references to dates and times
are to dates and times in New Zealand and any references to

dollars ($) are to New Zealand dollars.

This Offer Document refers to various legislation in force in
New Zealand as at the date of this Offer Document. You can
view free of charge copies of any such legislation online at

www.legislation.govt.nz.

If you do not understand the technical terms used in this
Offer Document, please refer to the Glossary at the back of this

document or consult a financial adviser.

MERIDIAN ENERGY LIMITED INVESTMENT STATEMENT AND PROSPECTUS

1



Offer Document Overview

o

DISCOVERING UNDERSTANDING
Welcome and Investment Highlights Industry Overview About Meridian
Answers to Important
Questions

IN THIS SECTION:

¢ Letter from the Crown

¢ Letter from the Chair

» Offer at a Glance

* Answers to Important
Questions (including a list
of principal risks)

IN THIS SECTION:

* Key Strengths of Meridian
and Highlights of the Offer

IN THIS SECTION:

¢ New Zealand
e Australia

IN THIS SECTION:

* Meridian at a Glance

* Business Description

» Board, Management and
Corporate Governance

* Relationship between
Meridian and the Crown

* Independent Engineer’s
Report

WHY SHOULD YOU READ
THIS SECTION?

It includes a message to you
from the Minister of Finance
and the Minister for State-
Owned Enterprises on behalf of
the Crown and from the Chair
of Meridian. It also provides
answers to the questions
which are prescribed by the
Securities Regulations and are
designed to help you make
your investment decision.

WHY SHOULD YOU READ
THIS SECTION?

It provides you with an
overview of the key strengths
of Meridian and highlights of
the Offer.

2 MERIDIAN ENERGY LIMITED INVESTMENT STATEMENT AND PROSPECTUS

WHY SHOULD YOU READ
THIS SECTION?

You will get an overview of the
New Zealand and Australian
electricity industries applicable
to Meridian, which will assist
you to better understand
Meridian’s business and
financial information as well

as the risks associated with an
investment in Meridian.

WHY SHOULD YOU READ
THIS SECTION?

You will find out information
about Meridian’s business,
management and assets,
including an independent
engineer’s report on Meridian’s
generation assets. You will
also find out information
about Meridian’s current and
continuing relationship with
the Crown.
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DECIDING APPLYING
What are the Risks? Financial Information Offer Details Application
Instructions

IN THIS SECTION:

¢ Principal Risks for Investors

¢ Meridian Specific Risks

« Instalment Receipt Specific
Risks

¢ General Investment Risks

* Consequences of Insolvency

IN THIS SECTION:

¢ Introduction to Meridian’s
Financial Information

¢ Overview and Analysis of
Operational and Financial
Information

* Prospective Financial
Information

e Summary Historical
Financial Information

* Accounting Policies

¢ Statutory Auditor’s
Report and Investigating
Accountant’s Report

IN THIS SECTION:

o Details of the Offer

¢ Description of Instalment
Receipts and Trust Deed

« Statutory Information
* New Zealand Taxation
Implications

IN THIS SECTION:

¢ Application Instructions

To apply online, go to:
www.meridianshares.govt.nz.

WHY SHOULD YOU READ
THIS SECTION?

You will better understand the
risks of making an investment
in Meridian, including the
specific risks faced by
Meridian’s operations, business
and financial performance.

This section is very important
and should be read in full.

WHY SHOULD YOU READ
THIS SECTION?

You can find out detailed
information about Meridian’s
historical and prospective
financial performance,
including the important
assumptions that have been
used in the preparation of
the prospective financial
information.

WHY SHOULD YOU READ
THIS SECTION?

You will find detailed
information about the Offer,
the instalment receipt feature
and the New Zealand taxation
implications of investing in the
Shares, as well as information
which is prescribed by the
Securities Regulations.

WHY SHOULD YOU READ
THIS SECTION?

You will find out how to make
an Application if you decide
to invest.

FIND OUT MORE Look out for the Find Out More flag
within this document for directions to further information.
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Welcome and Answers to Important Questions

Inthis section
11 Letter from the Crown ......... 6
1.2 Letter from the Chair.......... 7
1.3 Offer ata Glance................. 8

1.4 Answers to Important
Questions (including
a list of principal risks) ....... 12

EXEMPTION NOTICE

Meridian and the Crown have
been granted exemptions
that allow them to exclude
certain commerically sensitive
provisions from two material
contracts, as described on page
196 of this Offer Document.
The directors of Meridian and
the Crown warrant that the
exclusion of these provisions
does not make this Offer
Document misleading in

any material particular by a
failure to refer, or give proper
emphasis, to any adverse
circumstances.

Why should you read this section?

It includes a message to you from the Minister of Finance and
the Minister for State-Owned Enterprises on behalf of the Crown
and from the Chair of Meridian. It also provides answers to the
questions which are prescribed by the Securities Regulations
and are designed to help you make your investment decision.

HISTORICAL FINANCIAL INFORMATION

Summarised historical financial information about Meridian for
the financial years ended 30 June 2011, 2012 and 2013 is set out
in 6.1 Introduction to Meridian’s Financial Information.

A copy of Meridian’s full financial statements for the

financial year ended 30 June 2013 is available free of charge at
www.meridianshares.govt.nz or by calling 0800 90 30 90

and requesting a copy. Copies will be sent on request to any
prospective investor as soon as practicable, but in any event, within
5 working days of Meridian or the Crown receiving the request.

QUESTIONS ABOUT THE OFFER

If you have any queries about the risk or suitability of an
investment in the securities offered under this Offer Document
you should consult your financial adviser or a NZX Firm. If you
have questions about how to apply under the Offer, you can call
0800 90 30 90 (New Zealand only) during the Offer period or
visit www.meridianshares.govt.nz. For further information on
the mixed ownership model programme generally, you should
visit the Government’s mixed ownership model website
www.governmentshareoffers.govt.nz.

MERIDIAN ENERGY LIMITED INVESTMENT STATEMENT AND PROSPECTUS 5



Welcome and Answers
to Important Questions

Letter from the Crown

Dear Investor,

We are pleased to bring you the Meridian Share Offer - and to invite you to become an investor in New Zealand’s largest generator
of electricity.

Meridian is a New Zealand company that has its eyes firmly on the future. 100% of the electricity that Meridian generates is from
renewable sources. It uses water to produce electricity from its hydro power stations and wind to produce electricity from its
wind farms.

The quality of Meridian’s electricity-making assets is also impressive. This Offer Document provides investors with detail on Meridian’s
electricity-producing assets, its retail brands and its customers.

The Government is looking to the future as well - and we will continue to hold at least a 51% shareholding in Meridian. The Government
shareholding is not a guarantee of your investment and, as with all investments, you should carefully consider both the highlights of the
investment and the investment risks.

The Shares offered through this Offer will be prioritised for New Zealanders.

The structure of the Offer has been designed deliberately to assist investors. Payment for your Shares will be made in two instalments

- an upfront payment when you apply and a second payment in 18 months. You will still receive any dividend returns in full during this
first 18 month period, resulting in you receiving a higher percentage return on your investment during that period because you have only
made the upfront payment. After the second payment, your dividend yield will return to underlying levels for Shares at the time.

In addition to the instalment payment structure, there is also a price cap for New Zealand retail investors who continue to hold their
investment in Meridian until 4 May 2015. The price of the Shares will be set after the close of the Retail Offer, but will be capped at
$1.60 per Share for such New Zealand retail investors. This means that in addition to the certainty of paying a fixed First Instalment of
$1.00 per Share, such investors will pay no more than $0.60 per Share on their Final Instalment - even if the Final Instalment paid by
Institutional Investors is higher.

Thank you for considering this opportunity to invest in one of our biggest New Zealand companies.

Yours sincerely,

Hon Bill English Hon Tony Ryall
MINISTER OF FINANCE MINISTER FOR STATE-OWNED ENTERPRISES

6 MERIDIAN ENERGY LIMITED INVESTMENT STATEMENT AND PROSPECTUS



Welcome and Answers S —
to Important Questions

Letter from the Chair

Dear Investor,

On behalf of the Meridian board, | am delighted to invite you to become an investor in our Company. Once listed, Meridian will be
among the largest companies by market capitalisation traded on the NZX Main Board. Meridian is not only New Zealand’s largest
electricity company, but is an organisation that prides itself on generating energy from 100% renewable sources.

By investing in Meridian you will have the opportunity to share in the Company’s approach to creating a better energy future for us all.
This not only involves powering New Zealand with seven hydro dams and four wind farms, but also our programmes of work to support
the communities and environments where we operate.

Meridian has some very impressive infrastructure, including an integrated chain of dams on the Waitaki River and the largest hydro
power station in New Zealand, Manapaduri, which is a feat of engineering excellence and innovation.

The Company generates approximately 30% of the country’s electricity by harnessing the power of water and wind. We are also a
significant electricity retailer, with over 270,000 connections to New Zealand homes, businesses and farms through the Meridian and
Powershop brands.

Our experience in constructing plants and generating and selling electricity in New Zealand has seen us invest in operations overseas.
We currently own and operate one wind farm in South Australia and have another under construction in Victoria, Australia. We have also
built renewable projects offshore in Antarctica, the United States and Tonga. Back home, we are currently constructing the Mill Creek
wind farm near Wellington.

The board is proud of the achievements of Meridian since its inception in 1999. With the focus and leadership of our Chief Executive
Mark Binns and the depth of experience and capability of our executive team, the Meridian board believes that the Company can deliver
strong results for all Shareholders, including the Crown, which will remain the majority Shareholder. Nevertheless, it is imperative that
you read through this document carefully before making an investment decision. As Meridian is highly dependent on the weather to fuel
its renewable energy portfolio, it is particularly important to understand the risks, which are described in section 5 ‘What are the Risks?’.

The Meridian board and management team are passionate about Meridian and the important role it plays in powering New Zealand. We are
excited by the opportunity for you to be a part of what we believe is one of the best companies in this country and consequently the board
and Chief Executive have confirmed that they (or trusts associated with them) will apply in aggregate for no less than 729,200 Shares.

Yours sincerely,

@NW\&QQQ

Chris Moller
CHAIR, MERIDIAN ENERGY LIMITED

MERIDIAN ENERGY LIMITED INVESTMENT STATEMENT AND PROSPECTUS 7



@ Welcome and Answers to Important Questions

Offer
ata Glance

The Crown is seeking to sell up to 1,255,870,000 shares in Meridian. This is up to 49% of the Meridian shares on issue and means the
Crown will remain the majority Shareholder following the Offer. By law, the Crown must maintain a shareholding of at least 51% in
Meridian, even after completion of the Offer.

The purchase price for the Shares is to be paid in two instalments, with the First Instalment payable on Application and the Final Instalment
payable by 15 May 2015. Successful Applicants will be issued with Instalment Receipts pending payment of the Final Instalment.

This is the first opportunity for investors to own shares in Meridian.

Instalment Receipts

PAY FOR SHARES IN TWO INSTALMENTS. GET ANY DIVIDENDS IN FULL

What are the

benefits to

an investor of
paying in two
instalments?

How does the
instalment
payment
process work?

What rights

do Instalment
Receipt holders
have?

What are the
instalment
amounts?

The instalment payment process reduces the up-front cash payment required to be made by Applicants for
the Shares

Holders of Instalment Receipts will receive any dividends paid on Shares between instalment payments
This provides an enhanced dividend yield in the period prior to payment of the Final Instalment.? After
payment of the Final Instalment, your dividend yield will return to underlying levels for Shares at the time

Successful Applicants are issued with an Instalment Receipt for each Share that is partially paid for on
Application (the payment of the First Instalment)

The Shares that relate to those Instalment Receipts are held by the Trustee on trust pending payment of the
Final Instalment

After the Final Instalment is paid by an Instalment Receipt holder, the Shares held by the Trustee are
transferred to the holder and the related Instalment Receipts are cancelled

If a holder of Instalment Receipts does not pay the Final Instalment when it is due, the Trustee may sell the
Shares that relate to those Instalment Receipts. The proceeds of sale will be applied towards default interest
and fees (including any reasonable administration charge imposed by the Trustee), costs and expenses of
sale, then towards payment of the Final Instalment. Any surplus sale proceeds would be paid to the holder
Holders of Instalment Receipts remain liable for any shortfall if the proceeds of sale by the Trustee are
insufficient to meet the default interest, fees, costs and expenses and the Final Instalment owing to the Crown

Holders of Instalment Receipts have rights similar to holders of Shares. They will be:

Entitled to receive any dividends paid by Meridian on the Shares, together with any imputation credits
Invited to attend shareholder meetings of Meridian

Entitled to instruct the Trustee how to vote on a poll at shareholder meetings of Meridian

Entitled to receive Meridian’s annual and interim reports, and other Meridian shareholder communications

Entitled to sell their Instalment Receipts, which Meridian will apply to have quoted on the NZX Main Board and
the ASX

The First Instalment is $1.00 per Share, payable on Application

The amount of the Final Instalment will be determined by the Crown after the close of the Retail Offer and the
Institutional Offer. Based on the Indicative Price Range and subject to the Retail Price Cap described below,
the Final Instalment is expected to be in the range of $0.50 to $0.80 per Share

The holder of an Instalment Receipt on 4 May 2015 must pay the Final Instalment

A Retail Price Cap of $1.60 per Share will apply to the Final Price payable by New Zealand Applicants who

are allocated Instalment Receipts and corresponding Shares in the Retail Offer and who continue to hold
their Instalment Receipts in the same registered name until 4 May 2015. This means that the Final Instalment
payable by such New Zealand Applicants will be no more than $0.60 per Share. The Retail Price Cap does not
apply to any Instalment Receipts purchased on the secondary market

Applicants who sell their Instalment Receipts before 4 May 2015 will not be responsible for paying the Final
Instalment. It is expected that trading in Instalment Receipts on the NZX Main Board and the ASX will cease on
29 April 2015, being three trading days prior to the Final Instalment Record Date

2. See 1.3 Offer at a Glance under the heading “Key Investment Metrics” for information about the implied dividend yields.
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DISCOVERING
When is the Final The Final Instalment will be payable by 15 May 2015
Instalment due?
Further Further information about Instalment Receipts is set out in 7.2 Description of Instalment Receipts and Trust Deed
information

If you are the registered holder of Instalment Receipts on 4 May 2015 you will be liable to pay the Final Instalment in respect of
those Instalment Receipts. This applies irrespective of the value of Meridian Shares at that time. It is expected that trading in
Instalment Receipts on the NZX Main Board and the ASX will cease on 29 April 2015, being three trading days prior to the Final

Instalment Record Date.

Key Dates

Retail Offer opens

Retail Offer closes (5.00pm)

Institutional Offer and bookbuild process
Pricing announced

Allocations expected to be available

Expected commencement of trading of the Instalment Receipts on the NZX Main Board
(conditional settlement basis) and on the ASX (conditional and deferred settlement basis)*

Allotment Date, expected despatch of securities transaction statements and last day
of conditional trading

Instalment Receipts expected to begin trading on a normal basis on the NZX Main Board
and on the ASX

Expected commencement of settlement of trades of Instalment Receipts on the NZX Main Board
Expected despatch of any refund payments if required (no later than 6 November 2013)
Expected date of settlement of all deferred trades of Instalment Receipts on the ASX

Expected date of payment of first dividend following the Offer

Expected date of payment of second dividend following the Offer

Expected date of payment of third dividend following the Offer

Expected last day of trading of Instalment Receipts on the NZX Main Board and on the ASX

Expected commencement of trading of Shares on the NZX Main Board and on the ASX (both on
a deferred settlement basis)’

Record date for determining Instalment Receipt holders liable to pay Final Instalment
Final date for payment of Final Instalment

Expected date of transfer of Shares to Instalment Receipt holders

Shares expected to begin trading on a normal basis on the NZX Main Board and on the ASX

Expected date of settlement of all deferred trades of Shares

30 September 2013
18 October 2013
21 - 23 October 2013
23 October 2013
25 October 2013

29 October 2013

30 October 2013

31 October 2013

1 November 2013
4 November 2013
6 November 2013
April 2014
October 2014
April 2015

29 April 2015

30 April 2015

4 May 2015
15 May 2015
21 May 2015
22 May 2015

27 May 2015

Other than the record date for determining, and the final date for, payment of the Final Instalment, these dates are indicative only and,
subject to the requirements of the Securities Act, the NZX Main Board Listing Rules, the ASX Listing Rules and the Trust Deed, may be

amended. The Offer may also be withdrawn at any time before the allotment of Instalment Receipts in the absolute discretion of the Crown.

3. You can find further information regarding conditional and deferred settlement trading under the heading “Listing and Quotation of Instalment Receipts and Shares” in 7.1 Details of the Offer.

MERIDIAN ENERGY LIMITED INVESTMENT STATEMENT AND PROSPECTUS 9



@ Welcome and Answers to Important Questions

Incentives for New Zealand Applicants

The Crown is providing incentives to New Zealand Applicants under the Retail Offer as follows:

Applications under the General Offer up to 1,000 Shares (for which the First Instalment will be

Guaranteed allocation
(General Offer only)

Pay no more than $1.60
per Share

$1,000) will not be scaled and will receive one Share and corresponding Instalment Receipt for each
Share applied for. Applications in excess of 1,000 Shares will not receive less than 1,000 Shares and
corresponding Instalment Receipts.*

A Retail Price Cap of $1.60 per Share will apply to the Final Price payable by New Zealand Applicants
under the Retail Offer who continue to hold their Instalment Receipts in the same registered name

until 4 May 2015, which means that the Final Instalment will be no more than $0.60 per Share. Such
Applicants will pay no more than $1.60 per Share even if the Final Price determined by the Crown for the

Institutional Offer is higher.

You can find further information about the eligibility criteria and incentives for New Zealand Applicants, including how these
incentives will apply for those New Zealand Applicants applying through Custodians, in 7.1 Details of the Offer.

Key Offer Statistics®

Indicative Price Range®

Retail Price Cap for New Zealand Applicants’ $1.60 per Share

First Instalment

Indicative Final Instalment®

Maximum Final Instalment for New Zealand
Applicants in the Retail Offer’

Number of Shares being offered

$1.00 per Share

$0.60 per Share

$1.50 to $1.80 per Share being the sum of the First Instalment plus the Final Instalment

$0.50 to $0.80 per Share

Up to 1,255,870,000 (being up to 49% of the total number of Shares on issue

following the Offer)

Crown shareholding following the Offer

At least 1,307,130,000 (being at least 51% of the total number of Shares on issue

following the Offer)

Indicative market capitalisation®
Prospective net debt"®

Indicative enterprise value (EV)"

$1,120.7 million

$3,844.5 million to $4,613.4 million ($4,100.8 million at the Retail Price Cap)

$4,965.2 million to $5,734.1 million ($5,221.5 million at the Retail Price Cap)

IMPORTANT INFORMATION REGARDING FINANCIAL
INFORMATION AND KEY INVESTMENT METRICS

You should read the selected financial information and

key investment metrics presented on the opposite page in
conjunction with 6 Financial Information (particularly the
assumptions and basis of preparation set out in 6.5 Prospective
Financial Information) and also the risk factors set out in

5 What are the Risks?. There is no guarantee that the
prospective financial information will be achieved.

In particular, investors should understand that in preparing its
financial forecasts Meridian has to make assumptions as to the
amount of water that will be available in any period to power
its assets. Predicting such flows is a statistical exercise. In this

Offer Document, Meridian uses figures that assume that profits
from its New Zealand electricity business will match the average
of the profits that would result from each of the last 82 years’
inflows reoccurring (if all other assumptions and conditions
stayed the same). Being an average, this means that profits
resulting from actual inflows are likely to be different from this.
If all other conditions and assumptions stayed the same, around
half the time a higher outcome would be expected and around
half the time a lower outcome would be expected.

Investors are advised to refer to the sensitivities in

6.5 Prospective Financial Information that illustrate how
movement in these inflows can impact on profitability as this
is a key variable for Meridian and the Company cannot make
an assumption other than by referring to its historical records.

4. The minimum Application size is also 1,000 Shares (for which the First Instalment will be
$1,000).

5. Indicative market capitalisation, indicative EV, prospective price/earnings ratio,

prospective EV/EBITDAF multiple and prospective implied dividend yields are shown
based on the high and low points of the Indicative Price Range.

10 MERIDIAN ENERGY LIMITED INVESTMENT STATEMENT AND PROSPECTUS

6. The Final Price payable under the Institutional Offer may be within, above or below the
Indicative Price Range. The Final Price payable by New Zealand Applicants participating
in the Retail Offer is subject to the Retail Price Cap if they hold their Instalment Receipts
continuously in the same registered name until 4 May 2015.

7. Applicable to New Zealand Applicants participating in the Retail Offer if they hold their
Instalment Receipts continuously in the same registered name until 4 May 2015.
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DISCOVERING
Selected Financial Information
$Million FY2011 FY2012 FY2013 FY2014F FY2015F
EBITDAF" $659.9 $476.6 $584.8 $548.4 $590.1
NPAT $303.1 $74.6 $295.1 $187.9 $211.0
Underlying NPAT" $219.0 $106.1 $162.7 $161.5 $179.4
Net cash provided by operating activities $368.7 $322.2 $416.7 $338.5 $428.9
Key Investment Metrics
Earnings Metrics Based on Indicative Price Range At Retail Price Cap
FY2014F FY2015F FY2014F FY2015F
EV/EBITDAF multiple® 9.1x - 10.5x 8.4x - 9.7x 9.5x 8.8x
Price/earnings ratio™ 20.5x - 24.6x 18.2x - 21.9x 21.8x 19.4x
Yield Metrics Based on Indicative Price Range At Retail Price Cap
Dividend yields on Shares FY2014F FY2015F FY2014F FY2015F
Implied cash dividend yield™ 5.8% - 7.0% 6.4% - 7.7% 6.5% 7.2%
Implied gross dividend yield' 7.4% - 8.9% 8.2% - 9.8% 8.4% 9.2%

Dividend yields on Instalment Receipts
Implied cash instalment yield

Implied gross instalment yield

First 12 months”

10.5%'"®

13.4%"

DIVIDEND YIELDS ON INSTALMENT RECEIPTS

The level of dividend yields on Instalment Receipts is higher than the level of dividend yields on Shares. This is due to the fact that
the Shares are paid for in two instalments. The dividend yields on Instalment Receipts are calculated based on the First Instalment
of $1.00 per Share. The dividend yields on Shares are calculated based on the Final Price per Share, which is the aggregate of the
First Instalment and the Final Instalment. Because the amount of the Final Instalment is determined after the close of the Retail
Offer and the Institutional Offer, the above calculations use the high and low points of the Indicative Price Range. After the 18 month
Instalment Receipt period, if you continue to hold the Instalment Receipts, you will be required to pay the Final Instalment and as a
result your dividend yield will return to the underlying dividend yield on Shares at the time. The level of dividends is not guaranteed.

IMPUTATION CREDITS

In the future, Meridian expects dividends to be partially imputed in the range of 40% to 75% of the corporate tax rate, depending
on hydrological conditions. For the implied gross yields shown in the table above, dividends declared with respect to earnings in
FY2014F are forecast to be imputed to 72% of the corporate tax rate and dividends declared with respect to earnings in FY2015F
are forecast to be imputed to 73% of the corporate tax rate. There is no guarantee that the actual amount of imputation credits
attached to dividends will be the same as that forecast.

8. The Final Instalment payable under the Institutional
Offer may be within, above or below the range of
$0.50 to $0.80 per Share. The Final Instalment payable
by New Zealand Applicants participating in the Retail
Offer is subject to the Retail Price Cap if they hold their
Instalment Receipts continuously in the same registered
name until 4 May 2015.

9. Calculated as the number of Shares on issue following
the Offer multiplied by the high and low points of the
Indicative Price Range and by the Retail Price Cap.

10. Calculated as prospective current and non-current
borrowings net of foreign exchange hedging less cash and
cash equivalents forecast as at 30 June 2014.

11. Calculated as the indicative market capitalisation plus
prospective net debt as at 30 June 2014.

12. EBITDAF and Underlying NPAT are non-GAAP financial
measures. You can find an explanation of these terms
and why Meridian uses them as measures of financial
performance as well as a reconciliation of EBITDAF and
Underlying NPAT in 6.2 Overview of Operational and
Financial Information.

@

. Calculated as EV divided by EBITDAF for the respective
forecast financial year.

14. Calculated as indicative market capitalisation divided by
NPAT for the respective forecast financial year.

[}

. Calculated as forecast dividends per Share declared
with respect to earnings in the respective financial year
divided by the high and low points of the Indicative Price
Range and by the Retail Price Cap.

=

. Calculated as forecast dividends per Share declared
with respect to earnings in the respective financial year,
grossed up for imputation credits forecast to be attached
to the dividend, divided by the high and low points of the
Indicative Price Range and by the Retail Price Cap.

N|

. The first 12 months refers to the 12 months from
1 November 2013 to 31 October 2014.

©

. Calculated as forecast dividends per Share paid in the
first 12 months, divided by the First Instalment.

19. Calculated as forecast dividends per Share paid in
the first 12 months, grossed up for imputation credits
forecast to be attached to those dividends, divided by
the First Instalment.

MERIDIAN ENERGY LIMITED INVESTMENT STATEMENT AND PROSPECTUS
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Answers to

Important Questions

What sort of investment is this?

THE SHARES

The Crown is offering to sell up to 1,255,870,000 (or 49%) of the
shares in Meridian Energy Limited. The purchase price for the
Shares is to be paid in two instalments. The First Instalment is
payable on Application and the Final Instalment is payable by
15 May 2015.

Each Share confers an equal right to share in dividends and
other distributions authorised by the board of Meridian, and to
cast a vote at meetings of Shareholders, in accordance with the
Constitution. As the holder of at least 51% of the Shares, the
Crown generally will be able to control the outcome of matters
put to Shareholders that require majority approval. However,
there is no Crown guarantee of the Shares or the Company or any
obligations of the Company.

INSTALMENT RECEIPTS

Successful Applicants will be issued with Instalment Receipts,
with each Instalment Receipt evidencing a beneficial interest

in one Share. Following receipt of payment of the Final
Instalment, holders of Instalment Receipts will receive the Shares
represented by their Instalment Receipts and the Instalment
Receipts will be cancelled. However, until payment of the Final
Instalment is received:

o the Shares will be held on trust by the Trustee;
+ holders of Instalment Receipts will not be registered

Shareholders. However, they will be:

- entitled to receive any dividends paid by Meridian on
the Shares corresponding to their Instalment Receipts,
together with any attached imputation credits;

- invited to attend meetings of Meridian shareholders;

- entitled to instruct the Trustee how to exercise the votes
attached to the Shares corresponding to their Instalment
Receipts on resolutions to be voted on by way of a poll at
Meridian shareholder meetings; and

- entitled to receive Meridian’s interim and annual reports,
and other Meridian shareholder communications;

¢ the Crown will be granted a security interest over the Shares,
any rights accruing in relation to them and any proceeds of
the Shares, exercisable only if the Final Instalment is not paid
when due; and

« holders may not create any security, such as a charge, over
the Shares represented by their Instalment Receipts.
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TRANSFER

Holders of Instalment Receipts will be able to sell their
Instalment Receipts and, when they receive the Shares
represented by their Instalment Receipts following payment
of the Final Instalment, Shareholders will be able to sell
their Shares, subject to compliance with (as applicable) the
Constitution, Trust Deed and applicable laws.

Meridian has applied to initially have the Instalment Receipts,
and then subsequently the Shares, quoted on the NZX Main
Board and will apply for the same listing and quotations on the
ASX on a conditional basis.

THE OFFER

The Offer comprises the Retail Offer, the Institutional Offer
and the Participating Iwi Offer. The Retail Offer consists of two
components:

» the General Offer, which is only available to New Zealand
Applicants and Eligible Employees; and

« the Broker Firm Offer, which is only available to New Zealand
Applicants who have received an allocation from a NZX Firm
or selected trading bank.

A New Zealand Applicant is an Applicant for Shares for whom the
following information has been provided with their Application Form:

¢ avalid New Zealand IRD number;
o avalid New Zealand bank account number;
¢ aNewZealand address; and
¢ adeclaration that:
- in the case of an individual, the individual is a New Zealand
citizen or permanent resident; or
- in the case of a company, it is incorporated in New Zealand
and the majority of its ultimate beneficial owners consists
of persons who are New Zealand citizens or permanent
residents; or
- in the case of a trust, it is established in New Zealand and
the majority of its ultimate beneficiaries consists of persons
who are New Zealand citizens or permanent residents; or
- in the case of any other legal entity, it is incorporated
or established in New Zealand and the majority of its
ultimate beneficial owners, beneficiaries or members
consists of persons who are New Zealand citizens or
permanent residents.

The Retail Offer and the Participating Iwi Offer are not open

to persons outside New Zealand (for the avoidance of doubt,
the Retail Offer and the Participating Iwi Offer are not open to
persons in the United States or persons acting for the account



or benefit of a person in the United States). Applicants in the
Retail Offer and Participating Iwi Offer will confirm as part of their
Application Form that they are not acting for the account

or benefit of a person in the United States.

The Institutional Offer consists of an invitation to bid for
Shares made to Institutional Investors and other investors in
New Zealand, Australia and certain other overseas jurisdictions.

The Participating Iwi Offer is the offer made to Participating Iwi.

You can find out more about the Shares, the Instalment
Receipts and the Offer by reading 7.1 Details of the Offer and
7.2 Description of Instalment Receipts and Trust Deed.

SELLING RESTRICTIONS

The Retail Offer is being made to New Zealand Applicants and
Eligible Employees in New Zealand, the Participating Iwi Offer
is being made to Participating Iwi in New Zealand and the
Institutional Offer is being made to Institutional Investors in
New Zealand, Australia and certain other jurisdictions.

You may not offer, sell (including resell), or deliver or invite
any other person to so offer, sell (including resell) or deliver
any securities or distribute any documents (including this
Offer Document) in relation to the securities to any person
outside New Zealand, except in accordance with all of the legal
requirements of the relevant jurisdiction.

This Offer Document may not be distributed to, or relied

upon by, persons in the United States unless it is part of the
International Offering Memorandum as part of the Institutional
Offer. In particular, neither the Instalment Receipts nor the
Shares have been or will be registered under the US Securities
Act or the securities laws of any state of the United States and
may not be offered or sold in the United States unless they are
registered under the US Securities Act, or an exemption from the
registration requirements of the US Securities Act and applicable
US state securities laws is available.

Unless otherwise agreed with the Crown and Meridian, by
applying for Shares under the Offer you will, by virtue of such
Application, be deemed to represent that you are not in a
jurisdiction that does not permit the making of the Offer or an
invitation of the kind contained in this Offer Document and are
not acting for the account or benefit of a person within such
ajurisdiction. None of the Crown, Meridian, any Trustee, the
Joint Lead Managers, the Registrar nor any of their respective
directors, officers, employees, consultants, agents, partners
or advisers accepts any liability or responsibility to determine
whether a person is able to participate in the Offer.

WITHDRAWAL RIGHTS

In certain limited circumstances, where a significant adverse
development occurs prior to commencement of the bookbuild
process Applicants may have the right to withdraw their
Applications. Further details of this withdrawal right are
discussed under the heading “Supplementary Disclosure”
on page 23 of this Offer Document.
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DISCOVERING

IMPORTANT INFORMATION FOR AUSTRALIAN
INSTITUTIONAL INVESTORS

This Offer is being made in Australia only to Institutional
Investors. The Offer will not be made to retail investors
in Australia.

Australian Institutional Investors should have regard to the
Additional Australian Information accompanying this Offer
Document before deciding whether or not to purchase Shares.
The Additional Australian Information contains disclosure
relevant to Australian Institutional Investors and important
notices required for a recognised offer under Chapter 8 of

the Australian Corporations Act and the Australian
Corporations Regulations.

Who is involved in providing it for me?

THE CROWN

The Crown is selling the Shares being offered, is a promoter of
the Offer and is the issuer of the Instalment Receipts for the
purposes of the Securities Act. This does not imply any guarantee
by the Crown of the Shares, the Instalment Receipts or any
returns in respect of any of them or any commitment by the
Crown in respect of future capital contributions. New Zealand is
a sovereign state whose constitutional history dates back to the
signing of the Treaty of Waitangi in 1840.

Following completion of the Offer, the Crown will continue to
have a range of ongoing relationships with Meridian, including
as majority Shareholder, shareholder of the SOE participants
in the New Zealand electricity industry and as regulator

(for example, through the Electricity Authority and the
Commerce Commission).

You can find out more about these ongoing relationships
by reading 4.4 Relationship between Meridian and the Crown.

MERIDIAN

Meridian is the issuer of the Shares which are being offered for
sale by the Crown. It is not the issuer of the Instalment Receipts
arising from the sale and does not guarantee the Instalment
Receipts or any returns in respect of them.

Meridian commenced operations in 1999, when the Crown
separated Electricity Corporation of New Zealand Limited
(ECNZ) into three SOEs (Meridian, Mighty River Power and
Genesis Energy).

Meridian generates electricity, exclusively from renewable
sources, using its hydro and wind assets. The Company owns and
operates seven hydro power stations and one wind farm in the
South Island, and a further three wind farms in the North Island
with a fourth under construction. Internationally, the Company
owns one completed wind farm in Australia and a second under
construction. Meridian sells electricity to the industrial,

MERIDIAN ENERGY LIMITED INVESTMENT STATEMENT AND PROSPECTUS 13
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business, agricultural and residential markets through multiple
channels, including its Meridian Retail brand and Powershop
(a wholly owned subsidiary of Meridian).

You can find out more about Meridian’s business by reading
4.2 Business Description.

Meridian is governed by its board of directors and managed

by an experienced management team led by Mark Binns, who
joined the Company as Chief Executive in January 2012. The
current directors of Meridian are Chris Moller, Peter Wilson, John
Bongard, Mark Cairns, Jan Dawson, Mary Devine, Sally Farrier,
Anake Goodall and Stephen Reindler.

You can find out more about Meridian’s directors and
management team by reading 4.3 Board, Management and
Corporate Governance.

TRUSTEE

The trustee in respect of the Instalment Receipts is The

New Zealand Guardian Trust Company Limited (New Zealand
Trustee) or, for Australian resident holders of Instalment Receipts
only, The Trust Company (Australia) Limited (Australian Trustee).
The New Zealand Trustee will also issue all the Instalment
Receipts in the amounts, and in the names of the persons, as the
Crown directs following the transfer of the underlying Shares to
the Trustee. Those Instalment Receipts will then be administered
by the relevant Trustee under the terms of the relevant Trust
Deed. All money payable by holders in respect of Instalment
Receipts will be payable to the Crown (and not to the Trustee). In
holding the Shares on trust and, in the case of the New Zealand
Trustee only, issuing the Instalment Receipts, neither Trustee

is an issuer, offeror or a promoter of either the Shares or the
Instalment Receipts for the purposes of the Securities Act or this
Offer Document and neither Trustee nor their directors, officers
and agents guarantee the Shares, the Instalment Receipts or
Meridian. Neither Trustee nor their directors, officers and agents
have any responsibility for the content of this Offer Document or
the Offer. Neither Trustee has caused the Offer to be made nor
the issue of this Offer Document.

CONTACT DETAILS

The current addresses of the Crown, Meridian and each Trustee
are set out in the Directory at the end of this Offer Document.

The names of the directors, and the addresses in the Directory,
may change. You can find the current address of The Treasury
at www.treasury.govt.nz. You can find the current address of
Meridian and the names of its directors by searching the public
register maintained by the Companies Office on its website
www.business.govt.nz/companies.
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How muchdo I pay?

INSTALMENT PAYMENTS
Payment for the Shares will be in two instalments:

» the First Instalment of $1.00 per Share, on Application; and

¢ the Final Instalment, by 15 May 2015. Based on the Indicative
Price Range, the Final Instalment is expected to be in the
range of $0.50 to $0.80 per Share. The Final Instalment
payable by New Zealand Applicants participating in the
Retail Offer is subject to the Retail Price Cap if they hold their
Instalment Receipts continuously in the same registered
name until 4 May 2015. For further information see 7.1 Details
of the Offer under the heading “Condition of Entitlement to
Retail Price Cap”.

SHARE PRICE

The Indicative Price Range is $1.50 to $1.80 per Share. The Final
Price per Share will comprise the First Instalment and the Final
Instalment. Subject to the Retail Price Cap described below, the
Final Price may be within, above or below the Indicative Price
Range. The Final Price will be determined by the Crown in its sole
discretion after the close of the Retail Offer and the Institutional
Offer. It is expected that the Final Price will be announced on

23 October 2013, including through the NZX Main Board under
Meridian’s stockcode ‘MEL.

FIRST INSTALMENT

If you decide to apply for Shares, you will specify the number of
Shares you are applying for in your Application and pay the First
Instalment for that number of Shares. The minimum number

of Shares you can apply for is 1,000 Shares (for which the First
Instalment will be $1,000), and in multiples of 100 Shares
thereafter. If you hold Instalment Receipts on the Final Instalment
Record Date, you will be required to pay the Final Instalment.

FINAL INSTALMENT

Each person registered as a holder of Instalment Receipts on

the Final Instalment Record Date (4 May 2015) must have paid
the Final Instalment in respect of the Shares represented by
their Instalment Receipts by 5.00pm on the Final Instalment
Payment Date (15 May 2015). Reminder notices will be sent to
holders prior to the Final Instalment Payment Date although the
accidental omission to send or non-receipt of a reminder notice
will not affect a holder’s obligation to pay the Final Instalment

on the Final Instalment Payment Date. Following payment of the
Final Instalment each holder of Instalment Receipts will receive a
corresponding number of Shares and the Instalment Receipts will
be cancelled.

It is expected that trading in Instalment Receipts on the NZX Main
Board and the ASX will cease on 29 April 2015, being three trading
days prior to the Final Instalment Record Date. If you trade your
Instalment Receipts and cease to be a holder on or before the
Final Instalment Record Date, you are not required to pay the
Final Instalment.



Holders do not have the right to pay the Final Instalment and
receive the underlying Shares early. Unless Instalment Receipt
holders are notified otherwise, payment of the Final Instalment
must be made to the Crown.

RETAIL PRICE CAP

A Retail Price Cap of $1.60 per Share will apply to the Final Price
payable by New Zealand Applicants who are allocated Instalment
Receipts and corresponding Shares in the Retail Offer and who
continue to hold their Instalment Receipts in the same registered
name until 4 May 2015. This means that the Final Instalment payable
by such New Zealand Applicants will be no more than $0.60 per
Share. Such New Zealand Applicants will pay no more than $1.60
per Share even if the Final Price determined by the Crown (and
payable by participants in the Institutional Offer) is higher.

The Retail Price Cap will also apply to the Participating Iwi Offer but
not to the Institutional Offer.

The Retail Price Cap only applies to Instalment Receipts and
corresponding Shares allotted to New Zealand Applicants in the
Retail Offer which continue to be held in the same registered
name until the Final Instalment Record Date. Consequently, the
Retail Price Cap does not apply to any Instalment Receipts and
corresponding Shares purchased on the secondary market.

You can find out more about how the Final Price and the
instalment payments will be set by reading 7.7 Details of the Offer.

ALLOCATION AND SCALING

As at the date of this Offer Document, no allocation decisions
have been made by the Crown. Allocations:

¢ to NZX Firms and selected trading banks in the Broker Firm
Offer; and

* Dbetween the Retail Offer and the Institutional Offer,

will be determined by the Crown, in consultation with its advisers
and Meridian. In the case of allocations to NZX Firms and selected
trading banks in the Broker Firm Offer, this determination is
expected to be made prior to the opening of the Retail Offer

and in the case of allocations between the Retail Offer and the
Institutional Offer, this determination is expected to be made
following the close of the bookbuild process.

The allocation to the Broker Firm Offer will be determined by the
Crown, having regard to the level of demand in the Broker Firm
Offer and any other factors that the Crown considers appropriate,
after consultation with its advisers and Meridian. The Crown

will retain the ability to scale back allocations to NZX Firms and
selected trading banks in the Broker Firm Offer following the close
of the bookbuild process on a pro rata basis.

If the General Offer is over-subscribed, Applications in the General
Offer may be scaled. This means that the number of Shares and
corresponding Instalment Receipts allocated to you may be

less than the number of Shares you apply for. Scaling will be
determined by the Crown, in consultation with its advisers and
Meridian, and may not be pro rata. The Government has stated
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DISCOVERING

that New Zealanders will be at the front of the queue for Shares.

If scaling is required in the General Offer, New Zealand Applicants,
Eligible Employees and the trustee of the Executive LTI Plan will
receive a minimum guaranteed allocation.

Allocations by NZX Firms and selected trading banks under the
Broker Firm Offer to their retail clients who are New Zealand
Applicants will be determined by those NZX Firms and selected
trading banks. It will also be a matter for the NzX Firms and
selected trading banks to determine whether Applications by their
retail clients are scaled back and the methodology for doing so. If
the Crown exercises its right to scale back Broker Firm allocations
following completion of the bookbuild process, all retail client
Applications under the Broker Firm Offer will be scaled back on

a pro rata basis.

Successful Applicants in the General Offer who applied

online will be able to confirm their allocation at
www.meridianshares.govt.nz using their Unique Reference
Number from 25 October 2013. Successful Applicants in the
General Offer who did not apply online will be able to confirm
their allocation by calling 0800 90 30 90 from 25 October 2013.
Applicants in the Broker Firm Offer should contact their broker to
find out if their Application was successful. Securities transaction
statements are expected to be sent to successful Applicants on
30 October 2013.

If the Institutional Offer is over-subscribed, allocations will

be influenced by a number of factors, such as whether the
participant is a New Zealand institution managing significant
investments on behalf of New Zealanders (including KiwiSaver or
superannuation), or a participant representing collective interests
in New Zealand such as Maori trusts or iwi, the price and number
of Shares bid for, the timeliness of the bid and any other factors
that the Crown considers appropriate.

If your Application is scaled and you are not allocated Shares and
corresponding Instalment Receipts for the total number of Shares
applied for, an amount equal to the First Instalment of those
Shares not allocated to you will be refunded to you no later than
five Business Days after the Allotment Date without interest. Any
such refund will be made in the manner in which you elect any
future dividend payments to be paid.

Participating Iwi that apply for Shares in the Participating Iwi Offer
will not be scaled and will receive a guaranteed allocation of
Shares and corresponding Instalment Receipts at the Final Price
paid under the Retail Offer.

You can find out more about scaling and allocation priorities
by reading 7.1 Details of the Offer.

APPLICATION AND PAYMENT UNDER THE RETAIL OFFER

Your Application must be made online at
www.meridianshares.govt.nz or on the Application Form set
out in the back of this Offer Document or accompanying this
Offer Document. If you are applying as an Eligible Employee, your
Application should be made on the Eligible Employee Application
Form provided to you by the Company. Applications must be

MERIDIAN ENERGY LIMITED INVESTMENT STATEMENT AND PROSPECTUS 15
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accompanied by payment of the First Instalment for the Shares
for which you wish to apply. Payment may be made to the Crown
by one-time direct debit or cheque and will be held by the Crown
in trust until Shares are transferred to the Trustee to be held on
behalf of successful Applicants and Instalment Receipts allotted
or until Application monies are refunded.

Your Application, together with payment in full of the First
Instalment for the Shares for which you have applied, must be
completed online or received by the Registrar by 5.00pm on
18 October 2013. If you do not return your Application and
payment by this time, you may not receive any Shares.

The purchase price for the Shares is payable in two
instalments. The payment made on Application is for the
First Instalment only.

CONSEQUENCES OF FAILING TO PAY THE FINAL
INSTALMENT

Holders of Instalment Receipts on 4 May 2015 will be bound

to pay the Final Instalment. If cleared payment of the Final
Instalment is not made by a holder of Instalment Receipts by

15 May 2015, default interest will be charged and the Trustee may
sell the underlying Shares it holds in respect of those Instalment
Receipts. The proceeds of sale will be applied first towards

the Trustee’s enforcement fees (including any reasonable
administration charge imposed by the Trustee) and costs, default
interest and certain other expenses, and then towards payment
of the Final Instalment. Any surplus sale proceeds remaining
after these payments will be paid to the holder. Holders

of Instalment Receipts remain liable for any shortfall if the
proceeds of sale are insufficient to meet costs and the full Final
Instalment amount plus any interest. Further information about
default interest and fees, costs and expenses is contained in

7.2 Description of Instalment Receipts and Trust Deed under the
headings “Default Interest” and “Fees, Costs and Expenses”.

Information about how you can apply for Shares, including
further details about how to pay for your Shares and where to
send your Application, is set out in 8 Application Instructions and
on the Application Form.

What are the charges?

You are not required to pay any charges to Meridian or the
Crown or any associated person in relation to the Offer other
than the payment for the Shares in the manner described above
under the heading “How much do | pay?” and, in the event

that payment is not made, default interest and fees, costs and
expenses payable to the Crown. If you hold Instalment Receipts
on the Final Instalment Record Date you are required to pay the
Final Instalment, and if you fail to do so by the Final Instalment
Payment Date you will be required to pay default interest at

the 90 day bank bill rate plus 2% per annum and the Trustee’s
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enforcement fees (including any reasonable administration
charge imposed by the Trustee), costs and expenses of sale of
Shares. The amount of the fees, costs and expenses payable

by a holder of Instalment Receipts who fails to pay the Final
Instalment cannot be expressed as a dollar amount but is to be
determined in accordance with the Trust Deed. The amount of
these charges will be unable to be ascertained until following
the relevant payment default and enforcement action. Further
information about default interest and fees, costs and expenses
is contained in 7.2 Description of Instalment Receipts and Trust
Deed under the headings “Default Interest” and “Fees, Costs
and Expenses”.

What returns will I get?

TYPES OF RETURNS
Your returns may be by way of:

¢ dividends paid and other distributions which may be made to
holders of Instalment Receipts or, following payment of the
Final Instalment, to Shareholders; and

« any gains you make if you sell or dispose of your Instalment
Receipts or, following payment of the Final Instalment, Shares
for a net price that is greater than the price you paid for them
(although the market price of your Instalment Receipts or
Shares may also decline, making them worth less than you
paid for them).

Meridian is legally liable to pay the holder of Shares any
dividends or other distributions declared on Shares.

If you sell any of your Instalment Receipts or, following payment
of the Final Instalment, Shares, the purchaser of those Instalment
Receipts or Shares will be legally liable to pay you the sale price
of those Instalment Receipts or Shares.

DIVIDENDS

Dividends and other distributions with respect to the Shares
are only made at the discretion of the board of Meridian. The
payment of dividends is not guaranteed and Meridian’s dividend
policy may change. The board’s decisions in relation to the

level of reserves and retentions may affect any dividends or
distributions you receive.

The Trustee is required by the Trust Deed to take Reasonable
Steps (see the definition from the Trust Deed in the Glossary) to
cause dividends paid by Meridian during the period up to and
including the Final Instalment Payment Date to be paid to holders
of Instalment Receipts. The Trustee will take Reasonable

Steps necessary to, and the Crown has arranged under the
Co-ordination Agreement for Meridian to:

« ensure that payments of dividends up to and including the
Final Instalment Payment Date will be made directly by
Meridian to holders of Instalment Receipts (instead of to the
Trustee), as if they were the registered holders of Shares at



their record date for that dividend and otherwise in the same
manner, and by the same means, as applies to holders of
Meridian shares; and

» take all reasonable steps to confer on holders of Instalment
Receipts the benefit of imputation credits, or other tax
benefits (if any), as the case may be, attached to any
dividends paid by Meridian to the extent permitted under
the Tax Act.

DIVIDEND POLICY

Meridian’s dividend policy, commencing with respect to
FY2014, is to make distributions at a dividend payout ratio
within an average, over time, of 70 to 80% of Free Cash
Flow, subject to the board’s due consideration of:

e Meridian’s working capital requirements and its
medium-term investment programme;

e asustainable financial structure for Meridian,
recognising the Company’s targeted long-term credit
rating of BBB+ by S&P;*° and

e the risks from short and medium-term economic,
market and catchment hydrology conditions and
expected financial performance.

Free Cash Flow is calculated as NPAT adjusted for the post
tax impact of fair value movements of derivatives and
impairments, plus depreciation and amortisation, less the
average level capital cost of maintaining Meridian’s asset
base and systems (Stay in Business Capital Expenditure).

Dividend payments are expected to be split into an interim
dividend paid in April, targeting 40% of the total expected
dividend for the financial year, and a final dividend paid in
October.

It is the intention of the board to attach imputation credits
to dividends to the extent they are available.

The first dividend following the Offer is expected to be paid
in April 2014.

The forecast dividend in respect of earnings in FY2014F of
10.5 cents per Share is based on forecast Free Cash Flow in
FY2014F and represents a forecast dividend pay-out ratio of
80% of Free Cash Flow.

The forecast dividend in respect of earnings in FY2015F of
11.5 cents per Share is based on forecast Free Cash Flow in
FY2015F and represents a forecast dividend pay-out ratio of
80% of Free Cash Flow.

You can find out more regarding the assumptions and
basis of preparation of the prospective financial information
in 6.2 Overview of Operational and Financial Information and
6.5 Prospective Financial Information.

Distributions are paid in New Zealand dollars and are subject to
New Zealand tax. Under the imputation regime, New Zealand

20. Meridian’s BBB+ long-term corporate credit rating is one notch higher than its standalone
credit profile (bbb) to reflect S&P’s view of the benefit of its 100% ownership by the
Crown. S&P has noted that the one notch higher rating is likely to be maintained while
the Crown owns greater than 50% of the Company. Meridian’s long-term credit rating
remains subject to change. You can find a fuller discussion of Meridian’s long-term credit
rating under the heading “Risk Management Policy” in 4.2 Board, Management and
Corporate Governance.
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tax paid by Meridian gives rise to imputation credits that can be
attached to dividends paid to holders of Instalment Receipts or
Shareholders. New Zealand tax resident holders of Instalment
Receipts or Shareholders can use these imputation credits to
reduce their income tax liability in respect of that dividend.
Resident withholding tax will generally be deducted from any
dividend paid to a New Zealand tax resident shareholder at a
rate of 33% less the amount of imputation credits attached to
the dividend. Resident withholding tax will not be deducted
from dividends paid to a New Zealand tax resident holder of
Instalment Receipts or Shareholder that holds a valid exemption
certificate from resident withholding tax or where Meridian is
otherwise satisfied that no deduction is required.

In the future, Meridian expects dividends to be partially imputed
in the range of 40% to 75% of the corporate tax rate, depending
on hydrological conditions. For the implied gross yields shown

in the Key Investment Metrics in 1.3 Offer at a Glance, dividends
declared with respect to earnings in FY2014F are forecast to be
imputed to 72% of the corporate tax rate and dividends declared
with respect to earnings in FY2015F are forecast to be imputed
to 73% of the corporate tax rate. There is no guarantee that the
actual amount of imputation credits attached to dividends will
be the same as that forecast.

Non-resident holders of Instalment Receipts or Shareholders
receiving dividends will generally be subject to non-resident
withholding tax. The Company generally expects to pay
supplementary dividends to non-resident holders of Instalment
Receipts or Shareholders pursuant to the foreign investor tax
credit regime to reduce or eliminate the economic impact

of withholding taxes for those non-residents. To the extent

that dividends are not fully imputed, the amount of any
supplementary dividends will be reduced on a pro rata basis.
The Company will receive from the IRD a tax credit equivalent
to the amount of supplementary dividends paid by the Company
so there is no disadvantage to holders of Instalment Receipts or
Shareholders generally.

Non-resident investors should seek their own advice regarding
the consequences of owning Instalment Receipts or Shares in
their own jurisdictions.

You can find out more about the New Zealand taxation
implications of an investment in Meridian in 7.4 New Zealand
Taxation Implications.

KEY FACTORS THAT DETERMINE RETURNS

No amount of returns is promised. The key factors that will
determine your returns (if any) are the market price for
Instalment Receipts and Shares and the Meridian board’s
decisions in relation to dividends or other distributions.

The returns will be affected by Meridian’s operational
performance and financial results. These in turn will be affected
by a range of risk factors relevant to the electricity industry
generally and to the Company’s business in particular. These risk
factors could reduce or eliminate the returns you may receive
from owning Instalment Receipts or Shares and your ability to
get back some or all of your investment.
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You can read a summary of the principal risks under the
heading “What are my risks?” below and a more detailed
discussion of these and other risk factors is set out in 5 What
are the Risks?.

If you sell your Instalment Receipts or, following payment

of the Final Instalment, your Shares you may be required to
pay brokerage or other sale expenses. Your returns will also
be affected by the amount of tax that Meridian is, or you are,
required to pay.

You can find out more about how New Zealand taxation
may affect your returns by reading 7.4 New Zealand Taxation
Implications.

10% SHARE LIMIT

No person other than the Crown may have a ‘relevant interest’

in more than 10% of the Shares on issue. If this 10% Limit is
breached, a Shareholder will be required to sell Shares to
remedy the breach. If a Shareholder fails to do so, the Company
may sell the Shares owned by that Shareholder on its behalf. A
Shareholder will not be entitled to receive dividends in respect
of Shares in which a relevant interest is held over the 10% Limit.
If the board determines the breach was not inadvertent, a
Shareholder who holds Shares in breach of the 10% Limit will not
be entitled to receive dividends on any of its Shares.

As the Instalment Receipts confer a relevant interest in the
underlying Shares, this 10% Limit also applies to the Instalment
Receipts to the extent that a holding of Instalment Receipts gives
rise to an interest in more than 10% of the Shares. The Trust Deed
contains provisions that apply in the event of breach of the 10%
Limit. These provisions require the sale of Instalment Receipts,
allow the Crown to direct the Trustee to sell Instalment Receipts
(and for this purpose the Trustee is appointed as agent and
attorney for the holder of the Instalment Receipts) and limit the
holder’s rights to receive dividends from the underlying Shares
represented by those Instalment Receipts.

What are my risks?

You may not be able to get back any or all of your investment
and you may not receive the returns you expect. This could
be because you are unable to sell your Instalment Receipts
or, following payment of the Final Instalment, your Shares for
the price you paid for them (or at all) or because dividends or
distributions paid on the Shares are less than you expect.

The principal risks that may have an impact on Meridian’s
business or financial results, and which could reduce or eliminate
the value of your Instalment Receipts or, following payment of
the Final Instalment, your Shares or the returns on them, are:

* Adverse Hydrological Conditions
Meridian’s hydro generation (comprising approximately 90%
of its New Zealand generation) is dependent on the availability
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of, and access to, water. One of the principal risks faced by
Meridian is the impact of adverse hydrological conditions
resulting from dry periods or drought conditions in the
catchment areas of the Waitaki or Manapéuri hydro systems.
Such conditions may reduce water levels, which would have a
negative impact on Meridian’s generation capability. Low levels
of storage as a result of low inflows often coincide with high
wholesale market prices. If that occurs, Meridian may be forced
to purchase electricity from the wholesale market at those high
prices to meet its customer commitments at a time when it is
generating less electricity to sell into the wholesale market.
The financial consequences of the low inflows experienced in
2012 in the Waitaki catchment are an example of this risk. The
prospective financial information included in 6.5 Prospective
Financial Information has been prepared on the basis of
average outcomes of hydrological conditions. Actual conditions
and outcomes experienced during FY2014 and FY2015 are
likely to be different. As a result, Meridian’s actual financial
performance is likely to differ from that forecast.

Labour-Green Proposed Market Reform

On 18 April 2013, two opposition political parties, the Green
Party of Aotearoa New Zealand and the New Zealand Labour
Party, announced separate proposals for electricity sector
regulatory reform which would involve significant structural
changes. While the implementation, timing and final details
of these proposals are uncertain, their implementation as
currently proposed would have a material adverse effect

on Meridian.

Other Fuel Security and Supply Risks

The availability of the fuel (water and wind) that Meridian
requires to generate electricity may reduce for a number
of other reasons. These may include regulatory changes
(including changes in water policy), resource consent
conditions or varying wind levels. The cost of that fuel may
also increase, for example, as a result of the imposition of
charges for the use of water where none currently apply.

Power Station Operation

Meridian’s power stations may not be able to generate the
expected amounts of electricity if they cannot operate in

the normal manner or at all. This could occur for a wide
range of reasons. These may include natural disaster, plant
failure, operator error, or resource consents either not being
renewed or being renewed with unfavourable changes

to conditions.

Tiwai Point Aluminium Smelter

New Zealand Aluminium Smelters (NZAS) is Meridian’s largest
customer. Details of the NZAS Agreement are described

in 4.2 Business Description under the heading “NZAS
Agreement”. If NZAS closes its Tiwai Point aluminium smelter
or significantly reduces its electricity consumption (whether
or not it also terminates its agreement with Meridian),
Meridian may be adversely impacted. This is because such

a closure may result in a reduction in wholesale electricity



prices and in electricity prices generally, and therefore a
reduction in Meridian’s revenue. In some circumstances,
the impact on Meridian is likely to be severe.

* Wholesale Electricity Prices

The wholesale price at which Meridian sells the electricity it
generates, or buys the electricity it then sells to customers,
may be unfavourable. Wholesale electricity pricing is subject to
significant variability as a result of a number of factors. These
may include hydrological conditions, power station availability,
transmission constraints, competitor behaviour, regulatory
changes, and wider market demand and supply conditions.

« Electricity Sales

The volume and price at which Meridian is able to sell
electricity to customers may be adversely affected by
the addition of further electricity generation capacity,
competitor behaviour, economic conditions, changes in
customer demand or regulatory changes. In addition,
costs relating to sales to customers may increase as a
consequence of regulation.

¢ Australian Legislative Change

On 7 September 2013, Australia elected a new Federal
Government. The new Government has declared an
intention to repeal the Carbon Price Scheme and to review
the Mandatory Renewable Energy Target Scheme (MRET

Scheme) in 2014 in accordance with the legislative schedule.

Changes to either or both of the above schemes could
reduce Meridian’s Australian profitability and the value of
its Australian wind farms.

¢ Other Regulatory Changes

Changes in the regulatory environment may adversely affect
Meridian. These could include changes to the wholesale

or retail electricity market, changes to the Emissions
Trading Scheme (ETS), changes to the transmission pricing
methodology as currently being contemplated, or changes
arising from the proposed reforms for freshwater and
resource management systems. Also, there could be further
regulation of retail electricity prices which are generally not
regulated (other than a requirement for a low user tariff).

* Catastrophic Events

A single (or multiple) catastrophic event could generate
losses significantly greater than Meridian’s material damage
and business interruption insurance limit which is currently
$900 million.

The value of your investment may also be affected by the
following principal risks that are specific to Instalment Receipts:

* Market Price May Be Less Than Final Price

On the Final Instalment Payment Date, the market price
of the Shares may be less than the Final Price under the
Offer or the amount of the Final Instalment.
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¢ Trading Price of Instalment Receipts

The partial payment characteristics of the Instalment
Receipts may exacerbate percentage price movements
in the trading price. In addition, the trading price may
be affected by features of the Offer particular to
Instalment Receipts.

¢ Consequences of Failing to Pay the Final Instalment

Holders of Instalment Receipts on the Final Instalment
Record Date (4 May 2015) will be bound to pay the Final
Instalment by the Final Instalment Payment Date (15 May
2015). If a holder of Instalment Receipts fails to pay the Final
Instalment then the Shares held by the Trustee in respect
of those Instalment Receipts may be sold, in whole or in
part, under the Crown’s security interest. The proceeds of
sale will be applied first towards the default interest and
fees, costs and expenses described in 7.2 Description of
Instalment Receipts and Trust Deed under the headings
“Default Interest” and “Fees, Costs and Expenses”, and then
towards payment of the Final Instalment. Any surplus sale
proceeds remaining after these payments have been made
will be paid to the holder. Holders of Instalment Receipts
remain liable for any shortfall if the proceeds of sale are
insufficient to meet the default interest and fees, costs and
expenses and the full Final Instalment amount.

All of these factors mean that on the sale of an Instalment
Receipt or a Share at any time or on a winding up of Meridian, a
holder may receive less than the amount paid in respect of that
Instalment Receipt or Share.

These and other risks are more fully described in 5 What
are the Risks?. You should carefully consider these risks before
making your investment decision.

CONSEQUENCES OF INSOLVENCY

If Meridian or the Crown becomes insolvent, you will not become
liable to pay any money to any person. However, insolvency of
either will not relieve holders of Instalment Receipts from their
obligations to the Crown to pay the Final Instalment. If Meridian
is liquidated then all claims by its creditors will rank ahead of
any entitlement of Shareholders to any distribution. Each Share
confers an equal right to participate in any such distribution.
Instalment Receipts are not securities of Meridian that would
participate directly in the liquidation of Meridian. However,

any distribution in respect of Shares represented by Instalment
Receipts as part of a liquidation of Meridian would be paid to the
Trustee. The Trustee would apply the proceeds of the distribution
in accordance with the terms of the Trust Deed. Under the Trust
Deed, the Trustee would take Reasonable Steps to pay holders
of Instalment Receipts any such proceeds distributed to the
Trustee on the Shares represented by their Instalment Receipts
unless the Crown’s security interest applied following a failure by
the holder to pay the Final Instalment. Any distribution, either
on Shares or under the Trust Deed, made on liquidation of the
Company may be less than the amount of your investment.
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Can the investment be altered?

As at the date of this Offer Document, the Final Price has not
been set. A Retail Price Cap of $1.60 per Share will apply to the
Final Price payable by New Zealand Applicants who are allocated
Instalment Receipts and corresponding Shares in the Retail
Offer and who continue to hold their Instalment Receipts until

4 May 2015. The Final Price will be set by the Crown, in its sole
discretion, after the conclusion of the bookbuild process. Once
set, the Final Price cannot be changed.

The rights attaching to Instalment Receipts are governed by
the Trust Deed. The Trustee and the Crown may, by agreement
between them, amend the Trust Deed in a broad range

of circumstances set out in the Trust Deed. However, no
amendment may:

* impair the rights of any holder of Instalment Receipts, by
payment of the Final Instalment as provided in the Trust
Deed, to receive a transfer of the Shares corresponding to the
Instalment Receipts and, pending such transfer, to enjoy its
rights and interests in respect of such Shares, subject to the
terms of the Trust Deed;

« vary the date for payment, or amount, of the Final Instalment;

« abrogate any right which any holder of Instalment Receipts
would otherwise have to receive dividends in respect of the
Shares corresponding to the Instalment Receipts;

« abrogate any right which any holder of Instalment Receipts
would otherwise have to give voting instructions to the
Trustee; or

¢ in respect of certain provisions, be made without the consent
of Meridian.

Subject to these restrictions, changes to the Trust Deed do not
generally require the consent of holders.

Holders do not have the right to pay the Final Instalment and
receive the underlying Shares early.

Meridian may only amend its Constitution (which sets out the
rights attached to Shares) if the amendments are approved by

a special resolution of Shareholders. Meridian cannot take any
action that affects the rights of any interest group of Shareholders
unless the action has been approved by a special resolution of
that affected interest group.

A special resolution must be approved by at least 75% of
Shareholders entitled to vote and who actually vote on that
resolution. Under certain circumstances, if your rights are
affected by an action approved by a special resolution, you may
require Meridian to purchase your Shares.

Howdo I cash in my investment?

SALE OF INSTALMENT RECEIPTS AND SHARES

You may cash in your investment by selling your Instalment
Receipts or, following commencement of trading in Shares,
your Shares. Any sale must be made in accordance with the
requirements of the Constitution, the NZX Main Board Listing
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Rules, the ASX Listing Rules and any applicable laws. In the case
of the Instalment Receipts, any transfer must also be made

in accordance with the requirements of the Trust Deed. This
provides that, by a transferee becoming a registered holder of
an Instalment Receipt, the transferee automatically agrees to
be bound by all of the terms of the Trust Deed, including the
obligation to pay the Final Instalment.

You may transfer Instalment Receipts by a transfer document

in the form prescribed by the Trust Deed or otherwise approved
by the Registrar, or by any method of transfer of marketable
securities operated in accordance with the requirements of the
Constitution, the NZX Main Board Listing Rules, the ASX Listing
Rules and any applicable laws, and which is approved by

the Registrar.

As at the date of this Offer Document, there is no established
market for the Instalment Receipts or Shares. However, in

the opinion of Meridian and the Crown, a market for the
Instalment Receipts is likely to develop on completion of the
Offer and a market for the Shares is likely to develop following
commencement of trading in Shares.

APPLICATION TO NzX

Application has been made to NZX for permission to list
Meridian and to initially quote the Instalment Receipts and then
subsequently the Shares on the NZX Main Board. All of NZX’s
requirements relating to that application that can be complied
with as at the date of this Offer Document have been complied
with. However, NZX accepts no responsibility for any statement
in this Offer Document. NZX has authorised NZX Firms to act on
the Offer. The NZX Main Board is a registered market operated
by NzX, which is a registered exchange regulated under the
Securities Markets Act 1988. Initial quotation on the NZX Main
Board is expected to occur in respect of Instalment Receipts on
29 October 2013 (on a conditional settlement basis) under the
stockcode ‘MELCA’ and in respect of Shares on 30 April 2015 (on
a deferred settlement basis) under the stockcode ‘MEL. Trades
of Shares occurring on the NZX Main Board are expected to be
on a deferred settlement basis until the Shares are available on
the register following their transfer by the Trustee to holders who
paid the Final Instalment on the due date.

This means that any holder who sells their Shares on the NZX
Main Board (or the ASX) on or before the date that the Shares are
available on the register (which is expected to occur on 21 May
2015) will not receive the proceeds of such a sale until after

27 May 2015, being the expected date of settlement of all
deferred trades.

To be eligible to trade Instalment Receipts or Shares on the NzZX
Main Board you must have an account with a NZX Firm, a CSN
and an Authorisation Code (FIN). If you do not have an account
with a broker you should be aware that opening an account can
take a number of days depending on the NZX Firm’s new client
procedures. If you do not have a CSN you will be automatically
assigned one. If you applied online you will also be able to obtain
your CSN at www.meridianshares.govt.nz from 25 October 2013
or, if you did not apply online, by calling 0800 90 30 90 from the
same date. You will also receive a CSN from the Registrar when



you receive your allotment notice for the Offer (which is expected
to be sent on the Allotment Date, after trading has commenced).
If you do not have a FIN, it is expected that you will be sent one
as a separate communication by the Registrar on 24 October
2013. If you have a broker and have not received a FIN by the date
you want to trade Instalment Receipts, your broker can arrange
to obtain your FIN from the Registrar. Your broker will be charged
$20 for requesting your FIN from the Registrar and may pass this
cost on to you.

Trading of the Instalment Receipts on the NZX Main Board is
anticipated to commence on 29 October 2013. Initial quotation
and trading of Instalment Receipts on the NZX Main Board will
be initially on a conditional basis until the Crown has advised
NzX that the Shares have been transferred to the Trustee

and settlement of the Institutional Offer has occurred, which
is expected to be on 30 October 2013. Trading of Instalment
Receipts on a normal settlement basis on the NZX Main Board
is expected to commence on 31 October 2013.

If the Offer is cancelled during the conditional period, all
conditional trades will be cancelled and NZX Firms will be
required to refund any purchase money to persons who purchase
Instalment Receipts during the conditional period.

APPLICATION TO ASX

Application will be made to ASX after this Offer Document
(accompanied by the Additional Australian Information) has been
lodged with ASIC for Meridian to be admitted to the official list

of the ASX and for the Instalment Receipts to be granted official
quotation on the equity securities market operated by ASX. An
application will also be made to ASX for quotation of the Shares
prior to the expected initial quotation of the Shares on the ASX on
30 April 2015. ASX takes no responsibility for the contents of this
Offer Document and the Additional Australian Information or for
the merits of the investment to which this Offer Document and
the Additional Australian Information relate. Admission to the
official list of the ASX and quotation of the Instalment Receipts
and the Shares on the ASX are not to be taken as an indication

of the merits, or as an endorsement by ASX, of Meridian, the
Instalment Receipts or the Shares.

Initial quotation on the ASX is expected to occur in respect of
Instalment Receipts on 29 October 2013 (on a conditional and
deferred settlement basis) under the stockcode ‘MEZCA’ and in
respect of Shares tradeable from 30 April 2015 (on a deferred
settlement basis) under the stockcode ‘MEZ’. Trades of Shares
occurring on the ASX are expected to be on a deferred settlement
basis until the Shares are available on the register following their
transfer by the Trustee to holders who paid the Final Instalment
on the due date.

FAILURE TO ACHIEVE LISTING

If admission to list Meridian and to quote the Instalment Receipts
or the Shares on the NZX Main Board is denied, or the sale of
securities under the Offer does not proceed for any other reason,
all Application amounts will be refunded in full without interest
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no later than five Business Days after announcement of the
decision not to proceed. Failure to achieve admission to list on
the ASX will not, of itself, prevent the sale of securities under the
Offer from proceeding.

FEES AND CHARGES

If you sell your Instalment Receipts or, following commencement
of trading in Shares, Shares you will not pay any charges to
Meridian or the Crown. If you wish to sell your Instalment
Receipts or Shares (after payment of the Final Instalment) on

the NZX Main Board after confirming your allocation you must
contact a NZX Firm. If you sell your Instalment Receipts or Shares
on the NZX Main Board or, if listed on the ASX, on the ASX you
may have to pay fees and charges to your broker or other adviser.

PAYMENT OF FINAL INSTALMENT

Persons registered as holders of Instalment Receipts on

4 May 2015 must have paid the Final Instalment in respect of
those Instalment Receipts by 5.00pm on 15 May 2015. The last
trading date for the Instalment Receipts is expected to be

29 April 2015. Reminder notices will be sent to holders prior
to the Final Instalment Payment Date although the accidental
omission to send or non-receipt of a reminder notice will not
affect a holder’s obligation to pay the Final Instalment by the
Final Instalment Payment Date.

If a holder does not pay the Final Instalment in respect of its
Instalment Receipts when due, then the Trustee (on behalf of
and as agent for the Crown) must, unless otherwise directed

by the Crown, sell the underlying Shares represented by those
Instalment Receipts and the holder will be liable for default
interest and fees, costs and expenses as set out in 7.2 Description
of Instalment Receipts and Trust Deed under the headings
“Default Interest” and “Fees, Costs and Expenses”.

10% SHARE LIMIT

Instalment Receipts or Shares may also be sold on behalf of a
holder of Instalment Receipts or a Shareholder by the Trustee
or the Company in the circumstances outlined above under the
heading “What Returns Will | Get?” - “10% Share Limit”.

SHARE CANCELLATION

In certain circumstances, your Shares could be cancelled by
Meridian through a reduction of capital, share buy back or other
form of capital reconstruction approved by the board and, where
applicable, the Shareholders.
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Who do I contact with inquiries about my
investment?

If you have any queries about the risk or suitability of an
investment in the Instalment Receipts or the Shares you should
consult your financial adviser or a NZX Firm.

If you have inquiries about the Instalment Receipts, you should
contact:

The Registrar

Computershare Investor Services Limited
Level 2, 159 Hurstmere Road, Takapuna
Auckland 0622

Telephone: +64 (9) 488 8777

Facsimile: +64 (9) 488 8787

Email: enquiry@computershare.co.nz

Or

The New Zealand Trustee

The New Zealand Guardian Trust Company Limited
Level 7, Vero Centre, 48 Shortland Street

Auckland 1010

Telephone: +64 (9) 909 5100

Facsimile: +64 (9) 969 3732

Email: corporateoffice@nzgt.co.nz

Or (for Australian resident holders of Instalment
Receipts only)

The Australian Trustee

The Trust Company (Australia) Limited

Level 15, 20 Bond Street

Sydney, New South Wales, 2000

Australia

Telephone: +61 (2) 8295 8100

Facsimile: +61 (2) 8295 8659

Email: trust_compliance_team@thetrustcompany.com.au

If you have inquiries about the Shares, you should contact the
Registrar at the address, phone number or email set out above.

Is there anyone to whom I can complain if
I have problems with the investment?

If you have complaints about the Instalment Receipts, you
should contact the Registrar or the Trustee at the address or
phone number set out above. If after the Final Instalment is

paid you have complaints about the Shares, you should contact
the Registrar at the address or phone number set out above.
There is no ombudsman or industry body to which you can make
complaints about the Instalment Receipts or the Shares.

There is no approved dispute resolution scheme under which
you can make complaints about the Shares. If you are not an
Australian resident holder of Instalment Receipts and you have
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a complaint about Instalment Receipts which cannot be resolved
with the Trustee, you may direct your complaint to:

Financial Services Complaints Limited
Level 4, 101 Lambton Quay

Wellington 6011

Telephone: 0800 347 257 or +64 (4) 472 3725
Facsimile: +64 (4) 472 3728

Email: info@fscl.org.nz

What other information can I obtain about this
investment?

OFFER DOCUMENT AND FINANCIAL STATEMENTS

This Offer Document contains or refers to information about

the Instalment Receipts, the Shares and Meridian. Meridian’s
financial statements contain or refer to other information about
the Shares and Meridian. You may obtain a copy of Meridian’s
most recent financial statements, free of charge, at
www.nzx.com. A copy of the Crown’s most recent financial
statements can be obtained free of charge from the Treasury website
www.treasury.govt.nz/government/financialstatements.

The Offer Document, financial statements and other documents
relating to Meridian are also filed on a public register at

the Companies Office of the Ministry of Business, Innovation

and Employment and are available for public inspection

free of charge, including at www.business.govt.nz/companies.

If any significant adverse developments occur (prior to
commencement of the bookbuild process, which is part of the
process to be used by the Crown to determine the Final Price
and the allocation of Shares), the Crown and Meridian may
advise investors of those developments by publishing
advertisements in newspapers, with additional information on
the Offer website www.meridianshares.govt.nz, pursuant to an
exemption granted by the Financial Markets Authority under the
Securities Act.

ANNUAL INFORMATION

If you are a holder of Instalment Receipts or a Shareholder

at the relevant record date you will be entitled to receive
Meridian’s annual report, with audited financial statements, and
its half-yearly report. You will either receive this information
automatically, or receive notification of your right to request
this information.

Meridian is also required to make annual and half-yearly
announcements to NZX and, if listed on the ASX, to ASX, and
such other announcements as are required by the applicable
listing rules. You will be able to obtain this information by
searching under Meridian’s stockcode ‘MELCA’ (in respect of
Instalment Receipts) or ‘MEL (in respect of Shares) on NZX’s
website www.nzx.com or, if listed on the ASX, ‘MEZCA’ (in
respect of Instalment Receipts) or ‘MEZ’ (in respect of Shares)
on ASX’s website www.asx.com.au.



ON REQUEST INFORMATION

If you are a holder of Instalment Receipts or a Shareholder, you
are also entitled to request copies of the following documents:

» the most recent financial statements of Meridian required to
be registered under the Financial Reporting Act 1993, together
with a copy of the auditor’s report on those statements;

¢ Meridian’s most recent annual report;

¢ this Offer Document (which is an investment statement and
prospectus) and any registered document extending the
Offer period;

e each Trust Deed; and

* acomparison of the actual results and returns of Meridian
against the prospective financial information and returns in
this Offer Document, once available.

This information will be made available to you, free of charge,
upon a request in writing being made to Meridian at its registered
office as set out in the Directory.

Forward-Looking Statements

This Offer Document contains certain statements that relate

to the future, including, in particular, the information set out

in 6.5 Prospective Financial Information. Forward-looking
statements should be read together with the other information in
this Offer Document, including the risk factors in 5 What are the
Risks? and the assumptions and the sensitivity analysis set out in
6.5 Prospective Financial Information.

Such forward-looking statements are not a guarantee of
future performance and involve known and unknown risks,
uncertainties, assumptions and other factors, many of which
are beyond the control of the Crown and Meridian and which
may cause the actual results, performance or achievements of
Meridian to differ materially from those expressed or implied
by such statements. The Crown and Meridian disclaim any
responsibility to update any such risk factors or publicly
announce the results of any revisions to any of the forward-
looking statements contained in this Offer Document to reflect
developments or events, except to the extent required by the
Securities Act or the Securities Regulations or, in the case of
Meridian, the NZX Main Board Listing Rules, the ASX Listing
Rules or the Financial Reporting Act 1993.

Given these uncertainties, you are cautioned not to place undue
reliance on any forward-looking statements contained in this
Offer Document. Under no circumstances should you regard the
inclusion of forward-looking statements as a representation or
warranty by the Crown, Meridian, their respective officers, the
directors of Meridian or any other person referred to in this Offer
Document with respect to the achievement of the results set out
in any such statement, or that the underlying assumptions used
will in fact be realised.

S - W—

DISCOVERING

SUPPLEMENTARY DISCLOSURE

If any significant adverse developments occur

prior to commencement of the bookbuild process,

the Crown and Meridian may advise investors of

those developments by publishing advertisements in
newspapers, with additional information on the Offer
website www.meridianshares.govt.nz or which is
available by calling 0800 90 30 90, pursuant to an
exemption granted by the Financial Markets Authority
under the Securities Act. Further details of this exemption
are discussed under the heading “Other Material Matters”
in 7.3 Statutory Information.

In the case of a significant adverse development prior

to the commencement of the bookbuild process, then

in addition to any other rights of withdrawal, people

who have already applied for Shares will have a right to
withdraw their Application. Full details of these rights are
set out on page 179 of this Offer Document.

Notice of withdrawal must be given in one of the following
manners:

¢ by calling 0800 90 30 90; or

e by completing the withdrawal form that
will be made available on the Offer website
www.meridianshares.govt.nz.

Withdrawals made by any other method may not be
accepted by the Crown. Notice of withdrawal must
be received within 7 days after the publication of the
advertisements.

If an Applicant does not take any action to effect
withdrawal within the relevant time period, the Crown
will be entitled to accept the Applicant’s Application.

The Crown and Meridian must refund any Applicant who
has validly withdrawn their Application (not including any
interest on their Application monies) within five Business
Days after the expiry of the seven day withdrawal period
described above.
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Investment Highlights

Inthissection

Key Strengths of Meridian and

Highlights of the Offer

Why should you read this section?

It provides you with an overview of the key strengths of Meridian
and highlights of the Offer.

Your decision whether or not to invest in Meridian Shares should
be based on your consideration of this Offer Document as a whole
and not just this section, which provides an overview of the key
strengths of Meridian and highlights of the Offer.

As with any investment, there are risks associated with an
investment in the Shares. Therefore, in particular you should
consider the risk factors that could affect Meridian’s performance
described under the heading “What are my Risks?” in 1.4 Answers
to Important Questions and in 5 What are the Risks?.

References are provided to the relevant sections of this Offer
Document where more detailed information on the topics covered
in this section can be found.
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e Investment Highlights

PAY FOR FIRSSTIis};E;OF
SHARES PER SHARE

IN TWO PAVABLE ON APPLICATION
INSTALMENTS 5060

OVER 18 MONTHS WHILE

PER SHARE.
DIVIDENDS DECLARED

DURING THAT PERIOD FOR NEW ZEALAND APPLICANTS IN THE RETAIL OFFER
(INCLUDING ANY WHO CONTINUE TO HOLD THEIR INSTALMENT RECEIPTS
IMPUTATION CREDITS) UNTIL 4 MAY 2015

Refer to 1.3 Offer at a Glance, 1.4 Answers to Important Questions, 5 What are the Risks?, 6 Financial Information and 7.2
Description of Instalment Receipts and Trust Deed for more information. You should read the selected prospective financial information
presented here in conjunction with the assumptions and basis of preparation set out in 6.5 Prospective Financial Information. There is
no guarantee that the prospective financial information will be achieved.
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DISCOVERING UNDERSTANDING DECIDING APPLYING
IMPLIED GROSS INSTALMENT YIELD OF BASED ON AN IMPLIED GROSS SHARE DIVIDEND YIELD OF
21 21
° (4] 7 ° ° (0]
FOR THE FIRST 12 MONTHS IN 2014F

$1.oo $°-5° -
$0.80
First Instalment Final Instalment, subject to

the Retail Price Cap

|

18 MONTHS BETWEEN DIVIDEND YIELDS RETURN TO
INSTALMENT PAYMENTS UNDERLYING LEVELS FOR SHARES

21. See 1.3 Offer at a Glance under the heading “Key Investment Metrics” for a description of how this is calculated. After the Instalment Receipt period, the dividend yield will return to
underlying levels for Shares at the time.
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Investment Highlights

Key Strengths of Meridian and Highlights of the Offer

Powering
Zealand

R

o

ELECTRICITY - AN

NEW ZEALAND’S

SERVICE

LARGEST WIND FARM OPERATOR®
UNDERPINNING OUR ECONOMY

NEW ZEALAND’S LARGEST GENERATOR, OVER
PRODUCING APPROXIMATELY

270,000
30

CONNECTIONS TO
HOMES, FARMS AND BUSINESSES THROUGH

OF THE COUNTRY’S ELECTRICITY?* THE MERIDIAN AND POWERSHOP BRANDS*

22. Calculated as the five year average (from FY2009 to FY2013) of Meridian’s total generation 23. Based on the five year averages (from FY2009 to FY2013) of each of Meridian’s hydro
(GWh) as a proportion of New Zealand’s total generation. The Tekapo A and B stations, generation and wind generation (GWh) as a proportion of New Zealand’s total hydro
which were sold to Genesis Energy in June 2011, are excluded from Meridian’s generation and wind generation, respectively. Generation data sourced from the
stated generation volumes. Generation data sourced from the Electricity Authority. Electricity Authority.

24, Based on installation control points (ICPs) per retailer as at 30 June 2013. Data sourced
from the Electricity Authority.
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DISCOVERING

Refer to 3 Industry Overview, . . .
4.2 Business Description and 5 What are Electricity Generation by Company in FY2013

the Risks? for more information.

4%
OTHER
5%
TRUSTPOWER
30%
MERIDIAN
18%
GENESIS
ENERGY
19%
MIGHTY RIVER
POWER 24%
CONTACT
ENERGY
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e Investment Highlights

MeridianWind Efficiency

2012 average
capacity factor*®
0,

40% — 39%
35% -
30% -
25%
25%
20% -
15% 7

10% -

5%

Meridian New Zealand Global average*
wind portfolio

* Based on capacity factor: the ratio of the actual energy produced in a given period, to the hypothetical
maximum possible. Each of Meridian’s wind farm capacity factors is compared against average capacity
factors by country for 2012. Navigant Research, World Market Update 2012.
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Refer to 4.2 Business Description
and 5 What are the Risks? for more
information.
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DISCOVERING

GENERATES ELECTRICITY ONLY FROM

RENEWABLE
RESOURCES

WIND AND WATER

RECOGNISED AS A

HIGHLY EFFICIENT
OPERATOR

OF HYDRO ASSETS WHEN
BENCHMARKED AGAINST GLOBAL PEERS*®

OPERATES A WIND FARM PORTFOLIO THAT IS

SIGNIFICANTLY
MORE
PRODUCTIVE

THAN INTERNATIONAL AVERAGES*

SUCCESSFULLY BUILT

RENEWABLE
PROJECTS
OFFSHORE

INCLUDING IN AUSTRALIA, ANTARCTICA,
THE UNITED STATES AND TONGA

25. Based on capacity factor: the ratio of the actual energy produced in a given period,

to the hypothetical maximum possible. Each of Meridian’s New Zealand wind farm
capacity factors is compared against average capacity factors by country for 2012.
Navigant Research, World Market Update 2012.

26. Based on long run averages calculated by Meridian using data sourced from the GKS
(Generation Knowledge Services) Benchmarking Survey, February 2013: a study of 419
stations (representing over 100,000 MW in total) primarily from North America but also
with global representation.
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a Investment Highlights

HIGH QUALITY ASSETS WITH
COMPLEMENTARY

LOW OPERATING GENERATION
COSTS AND RETAIL

OPERATIONS MEAN MERIDIAN

MAJOR T
REFURBISHMENTS
COMPLETED

RECENTLY FOR BENMORE AND MANAPQURI STATIONS STABLE
TRACK RECORD OF INVESTING IN OPERATING
SUCCESSFUL CASHFLOWS

RENEWABLE PROJECTS IN AUSTRALIA
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DISCOVERING

Refer to 3 Industry Overview,
4.2 Business Description, 5 What are the Meridian Operating Cash Flow
Risks? and 6 Financial Information for
more information. You should read the operating cash flow
selected prospective financial information ($M)

presented here in conjunction with the 500 - 52
assumptions and basis of preparation 4929
set out in 6.5 Prospective Financial
Information. There is no guarantee that 400
the prospective financial information 339
will be achieved. s14

300

200

100

04
FY2009 FY2010 FY2011 FY2012 FY2013 FY2014F FY2015F
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e Investment Highlights

Meridian Energy Margin

Energy Margin*
($M)

1,000
950 959

942

900

785
800

700

500 -
FY2009 FY2010 FYy201 FY2012 FY2013 FY2014F FY2015F

* Energy Margin is a non-GAAP financial measure. You can find an explanation of Energy Margin and
why Meridian uses it as a measure of financial performance, as well as a reconciliation of

Energy Margin in 6.2 Overview of Operational and Financial Information under the heading
“Overview of Certain Non-GAAP Financial Information”.
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DISCOVERING

TWO WIND
FARMS

UNDER CONSTRUCTION

MILL CREEK

(NEW ZEALAND)
EXPECTED TO COMMENCE OPERATIONS
IN MAY 2014

MT MERCER

(AUSTRALIA)
EXPECTED TO COMMENCE OPERATIONS
IN NOVEMBER 201328

27. First generation in May 2014, with full production occurring in early FY2015.

28. First generation in November 2013, with full production occurring in late FY2014.

PROVEN CAPABILITES IN

RENEWABLE
DEVELOPMENTS

TO FACILITATE GROWTH IN NEW ZEALAND
AND AUSTRALIA WHEN MARKET CONDITIONS
ARE SUPPORTIVE

Refer to 4.2 Business Description, 5 What are the Risks?
and 6 Financial Information for more information. You
should read the selected prospective financial information
presented here in conjunction with the assumptions and
basis of preparation set out in 6.5 Prospective Financial
Information. There is no guarantee that the prospective
financial information will be achieved.
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Through the Meridian and Powershop brands, Meridian retails

electricity to more than 270,000 customer connections.




Industry Overview

3.1

3.2

Inthis section
New Zealand.................... 38
The Electricity Sector ......... 38
Electricity Market
Mechanics.......ooevvinnnnnnns 41
New Zealand Regulatory
Framework ..........ccccuvvuenns 42
Australia............cccceeeens 44
The Electricity Sector ........ 44
Electricity Market
Mechanics.......ccoeveuunnnnns 44
Australian Regulatory
Framework ........cccueeeeeunne.s 45

Why should you read this section?

You will get an overview of the New Zealand and Australian
electricity industries applicable to Meridian, which will assist
you to better understand Meridian’s business and financial
information as well as the risks associated with an investment
in Meridian.

This section provides an overview of the New Zealand and
Australian electricity industries generally, as they apply to
Meridian’s activities. How these general features of the industry
affect Meridian’s business and your investment in Shares is
described in 4 About Meridian, 5 What are the Risks? and

6 Financial Information. You should read the industry overview
in conjunction with those sections.

This section of the Offer Document contains information which
has been sourced from the New Zealand Government and its
agencies, including the Electricity Authority, Transpower and
the Ministry of Business, Innovation and Employment. Limited
information has also been sourced from NzX.

Information has also been sourced from the Australian
Government and its agencies including the Australian
Department of Resources, Energy and Tourism, Australian Bureau
of Statistics, Australian Energy Market Operator, Clean Energy
Council, Australian Energy Regulator and Australian Energy
Market Commission.
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Industry Overview

New Zealand

The Electricity Sector

The New Zealand electricity market comprises a number of key
participants as set out in the diagram below. New Zealand’s
total installed electricity generation capacity is approximately
10,000 MW. Peak demand during winter can exceed 6,500 MW
and, in 2012, electricity demand was around 37,500 GWh.

Most New Zealand electricity generation and retailing is
undertaken by five large, vertically integrated generator/retailers:
Meridian; Contact Energy; Genesis Energy; Mighty River Power
and TrustPower. Meridian and Genesis Energy are currently 100%
Crown-owned companies, while Contact Energy and TrustPower
are privately owned and have their shares quoted on the NZX
Main Board. Mighty River Power is 53%* Crown-owned and has
its shares quoted on the NZX Main Board and the ASX.

New Zealand Electricity Industry

DIRECT CONSUMERS

WHOLESALE
ELECTRICITY MARKET

COMMERCIAL USERS

y

RESIDENTIAL USERS

—— e —

GENERATION TRANSMISSION
Major generators State-owned national
produced about 96% of 1 transmission grid

NZ’s electricity in FY2013 operator

Payments in relation to the wholesale electricity market

Generators - generate electricity
at power stations throughout the
country and sell that electricity to
the wholesale spot market.

SOE, is the owner and operator of
the national grid which comprises
the towers, wires and cables that

transport electricity at high voltages
from power stations to distribution

networks and directly to large
industrial users throughout the
country. Transpower is also the

System Operator, and in this role is
responsible for scheduling electricity

generation to meet consumer
demand and for the maintenance
of system voltage and frequency.

The National Grid - Transpower, an

DISTRIBUTION RETAILERS

Distribution businesses Electricity retail brands
with 150,000 km of serving 1.7 million residential
network lines customers, 0.3 million

commercial customers

= Electricity flows

Distribution Businesses - own the
distribution networks that carry
electricity from the national grid to
residential, commercial and some
industrial users. There are currently
29 businesses that operate
distribution networks.

Retailers - buy electricity from

the wholesale spot market and
on-sell it to end consumers, at
market prices determined by each
electricity retailer. The five largest
retailers had a combined 96%
market share by customer numbers
(ICPs) as at 30 June 2013.

Regulators - The Electricity Authority oversees the electricity market. A number of other regulatory authorities also have roles
(refer to “New Zealand Regulatory Framework” in this section).

29. Including Shares held by managers of the New Zealand Superannuation Fund.
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UNDERSTANDING

Measuring Electricity

RATES OF GENERATION/CONSUMPTION

AMOUNTS OF GENERATION/CONSUMPTION

Megawatt: 1 MW = 1,000,000 watts
Enough to light 10,000 x 100 watt light bulbs

MW

Gigawatt: 1 GW = 1,000 megawatts

GW

1 MWh =1 megawatt for 1 hour

MWh

Enough electricity for one average New Zealand
household for 46 days

1 GWh =1 gigawatt for 1 hour

GWh

Enough electricity for 125 average New Zealand
households for one year

GENERATION

New Zealand’s electricity is generated from a variety of

sources. In the period from January 2010 to December 2012,
approximately 74% of total generation was from renewable
sources including hydro (56%), geothermal (13%) and wind (4%).
Unlike some other countries, New Zealand does not directly
subsidise renewable generation.

Other fuel types in New Zealand’s generation mix include natural
gas (20%) and coal (6%).* These fuel types are increasingly
being used on an ‘as required’ or ‘peaking’ basis when supply
from other sources is constrained or limited or when demand

or wholesale electricity prices are high.

The combination of high dependence on hydro generation and
limited water storage capacity across the major hydro systems in
New Zealand means that hydrological conditions (higher or lower
than average rainfall or snowmelt) can have a significant impact
on electricity supply, and therefore wholesale prices.

TRANSMISSION

Transpower operates the national grid, which uses a high voltage
direct current (HVDC) link to transfer electricity between the
North Island and South Island, and high voltage alternating
current (HVAC) to transmit electricity around the rest of the
national grid. The HVDC link is currently undergoing an upgrade
to improve the grid’s ability to transport electricity between the
North Island and the South Island. The first part of the upgrade
was completed in May 2013, with the commissioning of Pole

3. The remaining upgrade to the control system of Pole 2 is
underway and is scheduled for completion in December 2013.
The recent investment by Transpower in upgrading the national
grid has resulted in significant increases in both HVDC and
HVAC transmission charges. Transmission costs, as described
below, affect profitability of electricity generators and retailers,
and transmission constraints can have a significant impact on
wholesale electricity prices.

Transmission network charges are regulated by the transmission
pricing methodology. The current methodology has been in place
since 1 April 2008 and is designed to allow Transpower to recover
the full economic costs of providing the transmission services.
Transmission network charges are imposed on generators,
distributors and industrial consumers that connect directly to
the national grid. All charges associated with the HVDC link

30. Each calculated as a percentage of total generation in New Zealand in the period from
January 2010 to December 2012.

are currently imposed on South Island generators. The majority
of HVAC charges are imposed on distributors and industrial
consumers that connect directly to the national grid.

TRANSMISSION PRICING METHODOLOGY REVIEW

The transmission pricing methodology determined by

the Electricity Authority is currently under review. The

Electricity Authority is consulting on methodology changes

to determine who will pay for the costs of the transmission

network, and the basis for setting transmission charges. The

Electricity Authority has issued a proposal which has been

the subject of extensive consultation. Under the Electricity

Authority’s proposal, the way in which transmission charges

are calculated and levied would change significantly. The key

aspects of the Electricity Authority’s current proposal are:

e theintroduction of a ‘beneficiaries pay’ charge regime
for the HVAC and HVDC assets which would see changes
to the way the charges for these assets are allocated.
The key change is that charges for the HVDC link are
proposed to be shifted from South Island generators
only and allocated to all generators, industrial
consumers (that connect directly to the national grid),
and distributors or retailers across the country; and

e the introduction of a residual charge for the remainder
of the HVAC and HVDC assets that are not recovered
by the beneficiaries pay charge. These charges are
proposed to be allocated to generators (50%) and
industrial consumers (that connect directly to the
national grid) and retailers or distributors (50%).

The outcome of this consultation process is uncertain,

and it is unclear what if any changes will be made to the
transmission pricing methodology and the timing of any
changes. Resolving the transmission pricing methodology
remains on the Electricity Authority’s top ten list of priority
market development projects. The Electricity Authority
does not expect its second issues paper on this subject

to be released prior to the second half of 2014 and does
not expect any changes to the transmission pricing
methodology would be effective before 1 April 2015.

The potential impact of the Electricity Authority’s proposal
