
The recent announcement of our 2014 annual results included very solid 
cash flow performance, which supported a higher ordinary dividend than 
forecast in Meridian’s Prospectus. We were also pleased to announce  
an additional special dividend of 2.00 cents per share for shareholders.

Dear Investor

Better energy

2.00CPS
Additional special dividend

35.3%
Average NZ generation  
market share

2
New wind farms generating 
electricity

6.7%
EBITDAF ahead of Prospectus

11.01CPS
Full year ordinary dividend
5% h i g her t ha n P rosp ect u s

1.7%
Growth in NZ customers
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MARK BINNS, CHIEF EXECUTIVE

CHRIS MOLLER, CHAIR

From our  
Chair and 
Chief Executive

This has been an exceptionally 
challenging, but very satisfying 
year with the transition from  
a State Owned Enterprise to a 
publicly-listed company. 

St ron g op erat i n g ca sh f lows a nd t he s a le of 

non- core a nd excess a sset s ha s led t he B oa rd 

to decla re a f i na l d iv idend for t he second 

ha l f of t he yea r of 6 . 82 cent s p er sha re a nd 

a n add it iona l sp ecia l d iv idend of 2 .0 0 cps . 

Wit h t he i nter i m d iv idend we decla red 

i n Febr ua r y 2 014 , t he tota l d i st r ibut ion to 

sha reholders for t he 2 014 f i na ncia l yea r wa s 

1 3 .01 cps . T h i s i s equ iva lent to a n 1 1 .7% g ross 

y ield on t he f i na l I PO sha re pr ice of $1 . 5 0 a nd 

compa res wel l to t he 8 .9% g ross y ield i n t he 

prosp ect ive f i na ncia l i n for mat ion ( PF I ) f rom 

ou r P rosp ect u s .

We reached a nu mb er of ot her key 

m i lestones du r i n g t he yea r, i nclud i n g f i rst 

p ower at t he Mt Mercer w i nd fa r m i n Victor ia 

a nd M i l l C reek w i nd fa r m nea r Wel l i n g ton . 

We lau nched ou r Powershop reta i l of fer i n 

Victor ia w it h 1 3 ,4 0 0 cu stomers by Ju ne 2 014 , 

cont i nued ou r i nvest ment i nto com mu n it ies 

a nd env i ron ment project s w it h a not her 

$ 3 . 5 m i l l ion a nd cont i nued to st ren g t hen 

pro cesses to ma ke ou r work places s a fer.

O u r f i na ncia l p er for ma nce for t he yea r 

wa s st ron g , out p er for m i n g a l l t he key PF I 

mea su res f rom ou r prosp ect u s . A ga i n st t he 

2 01 3 f i na ncia l yea r ( F Y2 01 3), E BI T DA F, a key 

ea r n i n g s mea su re, wa s f lat . F Y2 01 3 i ncluded 

non rep eat i n g ea r n i n g s f rom a nu mb er of 

sou rces; on a l i ke -for-l i ke ba si s , E BI T DA F 

i ncrea sed 14 .4% i n t he 2 014 f i na ncia l yea r 

( F Y2 014 ). T h i s i s pa r t icu la rly plea si n g a s we 

had cha l len ges ma na g i n g va r iable hyd ro 

i n f low a nd wholes a le ma rket cond it ion s i n 

F Y2 014 . We a l so g rew ou r cu stomer nu mb ers 

and total retail sales volumes in New Zealand, 

i n a ver y comp et it ive reta i l ma rket w it h 

relat ively f lat dema nd , wh i le Mer id ia n’s 

resident ia l cu stomers have seen t he b enef it 

of reduced energ y pr ices .

T hese factors a l so i n f luenced ou r Net P rof it 

a f ter Ta x , wh ich showed a 2 2 . 1% reduct ion 

a ga i n st F Y2 01 3 . However, t he major element s 

b eh i nd t h i s decl i ne were t he $101 .4 m i l l ion 

ga i n f rom t he s a le of t he Maca r t hu r w i nd 

fa r m a nd h i g her der ivat ive fa i r va lue 

movement s i n F Y2 01 3 . O u r Underly i n g N PAT, 

wh ich excludes t hese element s , showed a 

19.6% i ncrea se on F Y2 01 3 , pr i ma r i ly f rom 

lower f i na nci n g cost s . 

T he B oa rd i s awa re t hat t he compa ny ’s 

gea r i n g i s now at a con ser vat ive level a nd 

it i s appropr iate t hat we rev iew p ossible 

mecha n i sm s to en su re a n opt i ma l capita l 

st r uct u re, i nclud i n g p otent ia l ret u r n of 

capita l to sha reholders . Given t he i ndu st r y 

faces t he p ossibi l it y of p otent ia l st r uct u ra l 

cha n ge fol low i n g t he genera l elect ion a nd 

a p otent ia l deci sion by N Z A S rega rd i n g t he 

T iwa i Poi nt Smelter ’s f ut u re, it wou ld not b e 

appropr iate to ma ke a ny deci sion on t h i s 

mat ter at t h i s t i me. However, t he B oa rd w i l l 

ref lect on a lter nat ives , toget her w it h on goi n g 

ma rket cond it ion s , w it h a v iew to out l i n i n g 

what , i f a ny t h i n g , we prop ose to do rega rd i n g 

t h i s mat ter at t he t i me of t he i nter i m resu lt s 

a n nou ncement i n Febr ua r y nex t yea r.

W h i le t he la nd scap e i n New Zea la nd a nd 

Au st ra l ia p oses some p ol it ica l r i sk s over t he 

shor t to med iu m ter m , we rema i n fo cu sed 

on del iver i n g t he ret u r n s to sha reholders 

t hat were out l i ned i n t he prosp ect u s a nd 

en su r i n g we a re i n t he b est p osit ion to 

del iver acceptable ret u r n s over t he med iu m 

ter m . To supp or t t h i s we a re cont i nu i n g 

to i mprove t he op erat i n g ef f iciency of t he 

bu si ness . W h i le we rema i n op en to g row t h 

opp or t u n it ies , u nt i l t he p ol it ica l backd rop 

i n b ot h New Zea la nd a nd Au st ra l ia b ecomes 

more cer ta i n a nd t he level of dema nd for 

elect r icit y i mproves , it i s cha l len g i n g to see 

a ny i m med iate opp or t u n it ies t hat cou ld 

pro duce acceptable ret u r n s .

W h i le t he elect r icit y i ndu st r y worldw ide i s 

faci n g si g n i f ica nt cha n ge a s t he p enet rat ion 

of renewable energ y creates cha l len ges 

to t rad it iona l bu si ness mo del s , we feel 

con f ident you r compa ny i s wel l p osit ioned  

to cop e w it h t he cha l len ges a head i n ou r  

pa r t of t he world .

We t r u st t h i s let ter prov ides you w it h a u sef u l 

up date on what i s happ en i n g at Mer id ia n . 

More i n for mat ion ab out t he compa ny ’s 

F Y2 014 f i na ncia l p er for ma nce i s ava i lable  

on ou r website:

http://www.meridianenergy.co.nz/investors/

reports-and-presentations/annual-reports/

We t ha n k you for you r cont i nued supp or t a s 

a n i nvestor i n Mer id ia n E nerg y.
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Generation
New wind farms

T h i s yea r we have b een work i n g on t wo major 

renewable generat ion project s – M i l l C reek 

w i nd fa r m nea r Wel l i n g ton a nd Mt Mercer 

w i nd fa r m i n Victor ia . B ot h w i nd fa r m s have 

del ivered t hei r f i rst p ower a nd a re ex p ected 

to b e completed by t he end of 2 014 .

I n l i g ht of t he cu r rent ma rket cond it ion s , 

ou r fo cu s ha s b een on ma i nta i n i n g t he most 

at t ract ive f ut u re w i nd fa r m opt ion s . T h i s 

ha s mea nt we have cont i nued to rat iona l i se 

a nu mb er of development project s a nd have 

sold a nu mb er of la nd hold i n g s for prev iou s 

hyd ro development s . 

Market trading 

Manag ing risk is at the core of our business. 

A n increasingly vibrant and liquid Australian 

Securities Exchange ( A SX ) hedge market, now 

complemented by F inancial Transmission 

R ights (FTRs), are becom ing important 

cornerstones of how we manage risk. A SX 

hedges help us manage market exposures , 

while FTRs are hedges that help us manage 

changes in wholesale electricity prices across 

the transmission network.

We have also replaced a 200M W Swaption 

contract we held with Genesis Energ y with 

a suite of more f lexible options (also with 

Genesis) to ensure we can support obligations 

to customers and hedge dry year risks. 

Asset performance

We a re work i n g ha rd to ach ieve p er for ma nce 

ef f iciencies f rom ou r renewable generat ion 

p or t fol io. T h i s yea r we del ivered new cont rol 

system s for t he f i rst of fou r u n it s at ou r 

Av iemore hyd ro p ower stat ion , cont i nued t he 

t h ree yea r generat ion overhau l of ou r Wa ita k i 

hyd ro p ower stat ion a nd replaced a l l t he h i g h 

volta ge bu sh i n g s on t he t ra n sfor mers at ou r 

Ma nap ōu r i hyd ro p ower stat ion .

T he tech nolog ica l adva ncement s made on 

ou r t u rbi nes at t he new M i l l C reek w i nd fa r m 

have b een appl ied to it s nei g hb ou r i n g w i nd 

fa r m , West Wi nd .

We a l so cont i nued to del iver a major project 

to replace ou r G enerat ion Cont rol System , 

w it h t he project successf u l ly completed i n 

Au g u st 2 014 . T h i s new sof t wa re w i l l en su re 

we ca n cont i nue to r u n a l l of ou r generat ion 

a sset s ef f icient ly f rom a cent ra l hub i n 

Wel l i n g ton , wh i le a l so prov id i n g d i s a ster 

recovery facilities at the Ōhau B power station.

Powershop New Zealand  
smart phone application 

O u r Powershop reta i l bra nd lau nched  

New Zea la nd’s f i rst elect r icit y sel f- ser v ice 

sma r t phone appl icat ion t h i s yea r.  

T h i s i n novat ion i s ma k i n g it even ea sier  

for cu stomers to ma na ge t hei r p ower on  

t he go. A f ter ju st a few mont h s , a l most  

2 0,0 0 0 Powershop cu stomers a re u si n g  

t he app, wh ich keeps t hem i n for med t h rou g h 

a ra n ge of automat ic not i f icat ion s i nclud i n g 

d i scou nted elect r icit y packa ges , automat ic 

pay ment a ler t s a nd when meter readers w i l l 

ma ke t hei r nex t v i sit .  T he app a l so ma kes 

it ea sier to mon itor elect r icit y u s a ge a nd 

compa re cost s . 

Taking Powershop across the ditch 

Australians are starting to join the Powershop 

revolut ion fol low i n g ou r lau nch i n late 2 01 3 

i n Victor ia . We have establ i shed a sol id 

b each head , w it h more t ha n 1 3 ,4 0 0 cu stomers 

hav i n g chosen to move to Powershop, who 

now enjoy i n for mat ion ab out how much 

energ y t hey a re u si n g a nd how much it i s 

goi n g to cost t hem , b efore t hey a re a sked 

to pay for it .  T h i s i s matched by qua l it y 

cu stomer ser v ice f rom New Zea la nd – t he 

f r iend ly cu stomer ser v ices tea m i n Ma ster ton 

a re now ser v ici n g b ot h ou r Au st ra l ia n a nd 

New Zea la nd Powershop cu stomers .

Au st ra l ia n cu stomers ca n a l so choose to buy 

p ower f rom sp eci f ic renewable generat ion 

sou rces u si n g Mer id ia n a nd t h i rd pa r t y 

w i nd fa r m op erators a nd even com mu n it y 

renewable generat ion project s .

Meridian Retail customer focus

Wit h 14 elect r icit y reta i lers a nd h i g h 

i ndu st r y chu r n rates , t he New Zea la nd 

reta i l elect r icit y ma rket ha s b ecome t he 

most comp et it ive i n t he world i n ter m s 

of sw itch i n g . At Mer id ia n , we have b een 

work i n g ha rd to ma ke su re we get t he 

cu stomer ex p er ience r i g ht a nd t hat ha s 

i nvolved ret h i n k i n g some of t he ba sics  

of ou r bu si ness . We have made i mp or ta nt 

cha n ges to how ou r Mer id ia n reta i l tea m 

op erates a nd made ta rgeted tech nolog y 

i nvest ment s to help ou r cu stomers en ga ge 

b et ter w it h u s on l i ne. T h i s fo cu s on cu stomer 

en ga gement i s a key pa r t of ou r cu stomer 

retent ion st rateg y.

T he h i g h level of comp et it ion i s ev ident 

i n recent E lect r icit y Aut hor it y data , 

wh ich shows energ y pr ices for resident ia l 

cu stomers have i ncrea sed at si g n i f ica nt ly 

less t ha n t he rate of i n f lat ion i n t he la st 

t h ree yea rs . Mer id ia n’s ow n resident ia l 

cu stomers have seen t he b enef it of reduced 

energ y cha rges i n t he la st yea r. O vera l l 

reta i l cont racted s a les were la rgely f lat i n 

F Y2 014 , f rom t h i s i mproved cu stomer fo cu s 

a nd b et ter ta rget i n g of cu stomers , including 

targeted growth opportunities in the North 

Island agribusiness sector.

Customers

Thanks for 
investing in us. 

We’d love you as a 
customer too. 

Sign up at
meridian.co.nz/join
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Responsible water management

T he va st major it y of elect r icit y we generate 

i s f rom ou r seven S out h I sla nd hyd ro p ower 

stat ion s . T he catch ment s su r rou nd i n g t hese 

a sset s a re a fo ca l p oi nt for ou r com m it ment 

to t he env i ron ment . We v iew ef fect ive 

water ma na gement a s a ba la nce b et ween 

ach iev i n g renewable elect r icit y generat ion , 

ma i nta i n i n g env i ron menta l cond it ion s a nd 

en ga g i n g w it h sta keholders on t he i ssues  

t hat mat ter to t hem t he most .

A s a hyd ro op erator, we op erate u nder a su ite 

of leg i slat ive a nd reg u lator y requ i rement s , 

i nclud i n g t he Resou rce Ma na gement Act 

( R M A ), ou r op erat i n g con sent s a nd a nu mb er 

of lo ca l gover n ment pla n n i n g requ i rement s . 

Environment Our approach to operations and environmental 

ma na gement i ncludes t he precaut iona r y 

approach of t he R M A . T hese requ i rement s 

cover a l l ou r op erat ion s a nd i nclude r iver 

f lows , la ke level s a nd ou r i mpact s on f lora 

a nd fau na . 

Biodiversity

O u r approach to bio d iversit y i s to u ndersta nd 

the effects we have as an electricity generator, 

to monitor change and work with stakeholders 

on i n it iat ives to m it i gate t hese i mpact s .

T h i s yea r we cont i nued ou r on goi n g supp or t 

of P roject R iver Recover y, r u n by t he 

Depa r tment of Conser vat ion, wh ich preser ves 

f lora a nd fau na i n bra ided r iver habitat s i n 

t he Upp er Wa ita k i ba si n . We a l so cont i nued 

ex ten sive mon itor i n g at Ma nap ōu r i , lo cated 

i n a Nat iona l Pa rk a nd U N E SCO World 

Her ita ge a rea . T h i s i ncluded la ke, r iver a nd 

ma r i ne env i ron ment s a nd t he i n for mat ion  

i s prov ided to E nv i ron ment S out h la nd 

a n nua l ly a s pa r t of ou r resou rce con sent 

requ i rement s .

We monitor native birds and bats at the Te Uku 

w i nd fa r m a nd ka rea rea a nd red t u sso ck 

at t he W h ite H i l l w i nd fa r m . T hese i mpact s 

were ident i f ied a nd a ssessed at t he pla n n i n g 

stages of these wind farms and are monitored 

t h rou g hout t he l i fet i me of t he a sset s . 

Community funds

O u r com mu n it y f u nd s help supp or t a ra n ge 

of i n it iat ives a nd act iv it ies for com mu n it ies 

living near our hydro power stations and wind 

farms. A panel of community representatives 

a nd Mer id ia n sta f f ma na ge t he f u nd i n g 

a l lo cat ion s to en su re Mer id ia n supp or t s 

projects that meet genuine community needs. 

T h i s i nclude s a s i g n i f ic a nt cont r ibut ion 

towa rd s T w i ze l’s new me d ic a l ce nt re .

I n add it ion to t he com mu n it y f u nd s a nd ou r 

major cor p orate sp on sorsh ips , we sp on sor 

a number of smaller events in local communities. 

I n tota l , we have i nvested $ 3 . 5 m i l l ion i nto 

com mu n it ies a nd env i ron menta l project s  

i n t he la st yea r.

Community
KidsCan 

We are proud to invest our time and resources 

into K idsCan, which offers practical, hands- on 

assistance to thousands of children in schools 

t h rou g hout New Zea la nd . T he pa r t nersh ip, 

wh ich i s ou r bi g gest nat iona l sp on sorsh ip,  

is our way of supporting K idsCan in reaching 

it s goa l of g iv i n g ever y ch i ld t he cha nce  

to succeed .

A f ter lau nch i n g t he pa r t nersh ip i n Ju ne 2 01 3 , 

more t ha n 60 school s ca me of f t he wa it i n g 

l i st to receive supp or t . T h i s yea r, ou r supp or t 

ha s help ed t he cha r it y w it h d i st r ibut i n g 

raincoats , shoes, socks and food for K iwi kids. 

Sta f f have a l so embraced t he cha r it y w it h 

f u nd ra i si n g a nd volu nteer work . 

Sustainable Coastlines

A key pa r t of ou r com m it ment to creat i n g a 

b et ter energ y f ut u re i s protect i n g a nd 

supporting the communities and env i ron ment s 

where we op erate. We supp or t Su sta i nable 

Coa st l i nes i n t hei r work to educate K iw i s 

ab out ma r i ne debr i s a nd to mot ivate school s 

a nd com mu n it ies to look a f ter t he coa st l i nes 

we a l l love. T h i s yea r Mer id ia n sta f f have 

b een i nvolved i n clea n i n g up t he Wel l i n g ton 

water f ront a nd t he coa st l i ne nea r ou r West 

Wi nd fa r m . 

www.meridianenergy.co.nz
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