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Meridian Energy Captive Insurance Limited

Companies Act 1993 Disclosures
For the year ended 30 June 2017

The Directors of Meridian Energy Captive Insurance Limited {the '‘Company’ or
'MECIL’} present the 2047 apnual report 10 our shareholder. The report
includes all informalion required lo be disclosed under the Comparies Act
1993, In addition to our statufory obfigation we have included additional
information lo assist you in understanding the activilies of the Company.

Date of Incorporation
Meridian Energy Captive Insurance Limiled was incorporated on 16 March
2005 under Certificale #1612020.

Principal Activity

The Company |s a caplive insurance company providing insurance to Meridian
Energy Limited and its subsidiaries. Al of the Company's liability Is reinsured
with reputable reinsurance companies.

Registered Office

33 Cuslomhouse Quay
Queens Wharf
Wellingion 6011

New Zealand

Corporate Governance

inferesis Register

The Company is required to maintain an interests register in which the
particufars of certain lransactions and matiers involving the directers must be
recorded, The inleresls register is avatable for inspection at its registered
office.

Delails of alf malters that have been entered in the interests register by
indivitual direclors are oullined in the directors’ profiles. Where a director has
daclared an interest in & parlicular enlity, as a shareholder and/or direcior, the
declaration serves as a notice thal {he director may benefil from any
transactions between Meridian Energy Limited {the Parent), the Company and
{he Identified entities.

Informalion Used by Direclors

No member of the Beard of the Company issued a notice requesting to use
information received in thelr capacily as Directors which would not otherwise
have been available to them.

Indemnification and Insurance of Officers and Directors

The Parent indemnifles all ditectors named in this report, and current
executive officers of the Company against all liabilifies {other than to
the Parent or member of the Company) which arise out of the
performance of their normal dulies as director or executive officer,
uness the liability relates to conduct Involving fack of good failh. To
manage this risk, the Parent has indemnity insurance for each of its
subsidiarles, The total cost of this insurance during the financial year
is borne by the Parent. In addilion, the Company has indemnified alf
current directars under a deed of indemnity.
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Meridian Energy Captive Insurance Limited

Companies Act 1993 Disclosures
For the year ended 30 June 2017

Board of Directors

Directors' Profiles
During the period under review the following acted as Directors:

Paui Chambers Chief Financial Officer, Meridian Energy Limited
(appointed 25/12/09) Director of various Meridian Group subsidiaries

Mark Binns Chief Executive Officer, Meridian Energy Limited
(appointed 10/05/12} Director of various Meridian Group subsidiaries

Jason Stein General Counsel, Meridian Energy Limited

(appointed 25/12/08) Alternate direcior of various Meridian Group subsidiaries

{Aitemate for Mark Binns)

The Directors recefved no Director Fees from the Company during the year (2016:Nil)

Audlitor
Trevor Deed of Deloitte Limited was appoinled by the Auditor-General to carry out the audit of the Company on his behali. There have
been no additional services provided. The remuneration for services provided by Deloitte Limited for the current financial year is

repored in {he financial statements,

Shareholder
All eedinary shares of the Company are cwned by the Parent, Meridian Enerqgy Limited.

Dividand
The Directors recommend that no dividend be paid {2016: Nii),

Executive Remuneration
The Company did rot pay remuneration including benefits, in excess of $100,000 to any employee during the year,
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Meridian Energy Captive Insurance Limited

Directors Responsibility Statement
For the year ended 30 June 2017

The Direclors are responsible for ensuring that the financial stalements fairly present the financial position of the Company as at 30 June 2017 and ifs
financial performance for the year ended on that date,

The Directors consider that the financial statements of the Company have been prepared using appropriate accounting policies, consistently applied and
supported by reasonable judgements and estimates and that all relevant financial reporting and accounting standards have been folfowed,

The Directors confirm that proper accounting records have been kept which enable the determination of the financial position of the Company as at 30 June
2017 and its financial performance for the year ended on Ihat date to ensure compliance of the financial statements with the Companies Act 1893 and the

Financial Markets Conduct Act 2013.

The Direclors consider that they have taken adequate steps to safeguard the assets of the Company and to prevent and detect fraud and other
irregulariies.

The Directors have pleasure in presenting the financial statements (incuding notes), setout an pages & {o 15, of Meridian Energy Captive Insurance Limted
for the year ended 30 June 2017, N
/

The annual financlal statements were authorised for issue by the Board on 6 September a7, - /“”” ‘

For, and on behalf of, the Board,

o
f-— I

Paul Chambers, Director, 6 Seplember 2017 Mark Binns, Direclor, 6 §'eptember 2017

; L
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s

40f17



Meridian Energy Captive Insurance Limited

Statement of Comprehensive Income
For the year ended 30 June 2017

B e {}Jﬂole_
Operating revenue Al
Operating expenses A2
Earnings before interest, tax, depreciation, amortisation, changes in fair value of hedges and other

significant items (EBITDAF)

Operating profit

Interest income Al
Net profit before tax

Income {ax expense Ad

Net profit after tax attributed to the shareholders of the parent company

Total comprehensive income attributed to the shareholders of the parent company

I

4
4-.-;—-_-

The Noles to the Financial Stalements on pages 8 lo 16 form an integral part of these Financial Statements

2017

$000

2016
~ $000

4,445

Deloitte,
For
Identification

e




Meridian Energy Captive Insurance Limited

Balance Sheet
As at 30 June 2017

Current assets

Cash and cash equivalents
Deferred re-insurance premium
Interest receivable

Provision for claims receivable

2017 2016
Note ~  $000 $000

B2 8,435

2,688
2

B3 405

Total current assets

Non-current assets

Total non-current assets

Total assets

Current liabilities

Provision for claims payable
Provision for income tax payable
Re-insurance premiums payable
Sundry payables

Unearned premium

Unearned ceding commission

B3

B3

Total current liabilities

Non-current liabilities

Total non-current liabilities

Total liabilities

Net assets

Shareholders equity
Share capital
Relained earnings

Total shareholders' equity

The directors of Meridian Energy Captive Insurance Limiled authorise these financial slatements for issue o

Ll e

Paul Chambers, Director, 6 September 2017

The Notes to the Financial Statements on pages 8 to 16 form an integral part of these Financial Statements
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Meridian Energy Captive Insurance Limited

Statement of Changes in Equity
For the year ended 30 June 2017

$'000
Share Total
. Noe  capital Retainedeamings e
Balance at 1 July 2015 2,500 1,946
Net profit for the 2016 financial year
Total comprehensive income for the year, net of tax -
Balance at 30 June 2016 and 1 July 2016 2,500
Net profit for the 2017 financial year -
Total comprehensive income for the year, net of tax -
Balance at 30 June 2017 2,500
Cash Flow
For the year ended 30 June 2017
2017 2016
Note §000  §'000

Operating activities
Receipts from customers
Interest received

3,382

Payments to suppliers
Income tax paid

Operating cash flows B2

Net (decrease)lincrease in cash and cash equivalents
Cash and cash equivalents at beginning of year
Cash and cash equivalents at end of year ) B2

The Notes to the Financial Slatemenls on pages 9 (o 16 form an integral part of these Finanacial Statements 7ol 17



Meridian Energy Captive Insurance Limited

Notes to the Financial Statements: About this report

For the year ended 30 June 2017

Meridian Energy Captive Insurance Limited (MECIL and the Company) is a
for profil entity domiciled in New Zealand, registered under the Companies
Act 1993. The registered office of the Company is 33 Customhouse Quay,
Queens Wharf, Wellington, 6011, New Zealand. The shares in the Company
are owned by Meridian Energy Limited, a Mixed Ownership Company majority
owned by Her Majesty the Queen in Right of New Zealand. Consequently, the
Company is bound by the requirements of the Pubiic Finance Act 1989,

The Company's core business is that of an insurance company providing
insurance to Meridian Energy Limited and its' subsidiaries.

These financial statements have been prepared:

- in accordance with Generally Accepted Accounting Praclice in New
Zealand and comply with the International Financial Reporting Standards
(IFRS) and the New Zealand equivalents (NZ IFRS);

- in accordance with the requirements of the Companies Act 1993;
- in accordance with the Financial Markets Conduct Act 2013;
-on the basis of historical cost;

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

- using accounting policies as provided throughout the notes 1o the financial
slatements.

Basis of preparation

The same accounting policies, presentation and methods of computation
have been applied consistently to all periods presented in these financial
slalements,

Key]udgumemu and estimates ;
In the process of applying the Companys aeeountmg puhc:es and the
application of accounting standards, Meridian Energy Captive nsurance

Limited has made a number of judgements and estimates, The

eslimates and underlying assumptions are based on histori xpenence
and varlous other factors that are considered o be app :
circumstances. Actual results may differ from these esﬁm

Judgements and eslimates which are considered material to
understanding the performance of Meridian Energy Gapt!va Insurance
Limited are found in the following nolas

Re-insurance assets and re-insurance

Note B3 liabilities Page 11

Other accounting policies

Other accounting policies that are relevant to an understanding of the
linancial statements are provided throughout the noles o the financial
slalemenls.

Foreign Currency

Transactions denominaled in a foreign currency are converted at the
exchange rate al the date of the lransaction. Foreign currency monetary
assels and liabilities at reporting dale are translated at the exchange rale
prevailing at reporting date.

8of17
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Meridian Energy Captive Insurance Limited

Notes to the Financial Statements: A) Financial performance
For the year ended 30 June 2017

A1 Income

2017 2016  Revenue Recognition
Operating revenue $000 §000  The primary revenue for this entity is derived from providing insurance
Revenue S services. Revenue is recognised over the period of the insurance

coverage in accordance with the expected patlern of the incidence of

Other revenue - commissions
risk.

2017 2016
LG Ll S — S0
Interest income on Financial Assels:
Call deposits
AZ Expenses

2017 2016  Expense Recognition
Operating expenses $000 $000 Reinsurance premium expense is recognised over the period of the
il Tous " T e—— o __E indemaity for the reinsurance.
Exchange (gain)/loss 10
Insurance claim payout
Management fees
Professional fees

Re-insurance premium expense
Solvency Opinion fees

Audit fees and solvency opinion fees are paid {o Deloitte Limiled. Audit fees are for the audit of the financial statements, and the solvency opinion fee is for the review of
the solvency refurn.

A3 Underwriting Result

Premium income
Insurance premiums received
Claims recovery

Movement in unearned premiums
Insurance premium income

Re-insurance expenses
Insurance premiums expenses
Claims expense

Movement in unearned premiums
Re-insurance premium expense

Underwriting resuft
Commissions earned
Total underwriting surplus




Meridian Energy Captive Insurance Limited

Notes to the Financial Statements: A) Financial performance
For the year ended 30 June 2017

Ad Taxation

2017 2016  Income tax expense

Income 1ax expense represents the sum of the tax currently payable. It includes both the

current year iability and the income tax effects of temporary differences after allowing for
non-assessable income and non-deductible expenses. The Company does nat have any
lemporary differences therefore there is no deferred tax thal has been recognised.

Income tax expense $000  $000
Current income tax charge g

Adjustments 1o tax of prior years

Total current tax expense

Total income tax

Reconciliation to profit before tax

Profit before tax

Income lax al applicable rates (28%)

Income tax under/(over) provided In prior year
Income fax expense

Notes to the Financial Statements: B) Managing funding

B1 Share capital

2017 2016
Share capilal ; canmes 500 Shares | $000
Shares issued 2,000,100 2,500 2,000,100~ 2,500
Share capital 2,000,100 2,500 2,000,100 2,500

Share capilal

The share capilal is represenled by 2,000,100 ordinary shaves (2016: 2,000,100). Two million shares are issued al $1 per share and one hundred shares are issued at $5,000 per
share. These shares are held by Meridian Energy Limited. Al shares are fully paid and have equal valing rights. All shares parlicipate equally in any dividend distribution or any
surplus on the winding up of the Company.

B2 Cash and cash equivalents

017 2098 Reconcillation of NPAT to cash flows from

Cash and cash equivalents operating activities
Current account Net profit after tax
Call Deposit Adjusiments lor operaling aclivities non-cash items:

Claims receivable

Claims payable
The call depositis held with ANZ Bank Limited and altracts interes! at 2.00% p.a.
as al 30 June 2017 (2016: Bank of New Zealand, 3,30% p.a, & ANZ Bank Limited
250% p.a.). Changes in working capilal ilems:

Decrease in deferred re-insurance premium
Cash and Cash Equivalents Increase/(Decrease) in interes! receivable
Cash and cash equivalenls used in the Cash Flow comprise cash on hand and Decrease in re-insurance premiums payable
demand deposils and these are held al fair vaiue. Decrease in sundry payables

Increase/(Decrease) in unearned premium
Decrease in unearned ceding commission
Decrease in tax payable

Cash flow from operating activities
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Meridian Energy Captive Insurance Limited

Notes to the Financial Statements: B) Managing funding

For the year ended 30 June 2017

B3 Re-insurance assets and insurance liabilities

Reconciliation of movements in re-insurance 2017
assets and insurance liabilities
Provision for claims receivable;
Opening balance 1 July

Claims provision recognised

Claims seltled

Closing balance 30 June

Re-insurance premiuﬁEanabfe: )
Opening balance 1 July

Premiums paid to re-insurers
Premiums invoiced by re-insurers
Closing balance 30 June

Provision for claims payable:
Opening balance 1 July
Claims payable recognised

Claims settled
Closing balance 30 June

All outstanding claims were settled during the 2017 year, There are no claims payable

at yearend.

Insurance claims and outstanding claims liability

Qutstanding claims liabilities are shown in the statement of financial position
as provision for claims payable. These are recognised when loss events
have occurred and are based on the estimated ultimate costs of all claims
incurred bul not settled at balance date. An eslimate is made of the present
value of claims reported bul not paid. Claims are normally settled within
one year, therefore the effect of discounting for the lime value of money is
not material.

Changes in expected claims that have occurred but which have not been
seflled are reflected by adjusting the liability. The liability is derecognised
when the claim is discharged or withdrawn. Any insurance claims are made
with re-insurance companies and proceeds of these claims are passed
directly through to the claimant, i.e. Meridian Energy Limited and its
subsidiaries, and are reflected in the profit and loss as re-insurance
revenue and claims expense. Where insurance claim proceeds have been
received, but not yet passed on to the claimant, these will be included in the
balance sheet under provision for claims receivable/payable.

Re-insurance recoveries

Qutstanding re-insurance recoveries assets are shown in the balance sheet
as a provision for claims receivable. These are recognised when loss
evenls have occurred and are based on the estimated ultimate proceeds of
all claims not setlled at balance date. An estimate is made of the present
value of claims reported but not received, Claims are normally settled
within one year, therefore the effect of discounting for the time value of
money is not material.

Changes in expected claims receivable that have occurred but which have
not been selfled are reflected by adjusling the assels. The asset is

* derecognised when the claim is discharged or withdrawn. Any insurance

claims are made with re-insurance companies and proceeds of these
claiins are passed directly through to the claimant, i.e. Meridian Energy
Limited and its subsidiaries, and are reflected in the profil and loss as re-
insurance revenue and claims expense.

—~———
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Meridian Energy Captive Insurance Limited

Notes to the Financial Statements: C) Financial instruments used to manage risk

For the year ended 30 June 2017

C1 Financial risk management

Capital risk management

The Company's objective when managing capital is to safeguard it's ability to
conlinue as a going concern. The Company's capilal includes share capital and
retained earnings.

In order lo maintain or adjust the capital structure, the Company may adjust the
amount of dividends paid to shareholders, return capital lo shareholders, issue
new shares or sell assets to reduce debt.

On 25 June 2013, the Reserve Bank of New Zealand issued Meridian Energy
Captive Insurance Limited (MECIL) a licence 1o carry on insurance business in
New Zealand, under section 19 of the Insurance (Prudential Supervision) Act
2010. General conditions were applied lo the licence, including the requirement
lo maintain a posilive solvency margin and the requirement that the actual
solvency capital be at least $1 million. As a result the parent conlribuled a
further $2 million of capital in June 2013. The licence was reissued by the
Reserve Bank effeclive as at 30 June 2015 with no change o the solvency
margin requirements,

Paul Rhodes, FNZSA, FIA of PricewaterhcuseCoopers acls as the actuary for
the Company and has reviewed the actuarial information including the uneamed
premium liability, outslanding claims liability and deferred reinsurance premium,
There are no assumplions made in setting the claims liability, and the amount is
based on the final claim discharge document and an offselling reinsurance
recovery asset is held, making the net provision zero. Because the net liability is
zero, there is no need for a risk margin, discounting or claims handling costs. In
the opinion of the acluary; the actuarial information contained in the financial
statements has been appropriately included and used in the preparation of the
financial slatements. The acturary is satisfied as to the nature, sufficiency and
accuracy of the dala used {o determine the outstanding claims liability. The
Company has been in compliance wilh its solvency requirements throughout the
period. The lalest solvency return, completed as at 30 June 2017, reported the
following solvency calculations:

2016

5000
Actual solvency capital 4,700
Minimum solvency capital 1,000
Solvency margin 3,700
Solvency ratio (percent) 470%

Financial risk management
The Company's activilies expose il to a variely of financial risks: liquidily risk,
interest rate risk, foreign exchange risk and credit risk.

Management of key financial risks

Liquidity risk

The Company maintains sufficient cash, is equity lunded as required by the
Parent, and lrade and other payables are sellled on a monthly basis as part of
liquidity risk management.

Market risk

- Interest rate risk

MECIL's primary inferest rale risk is with cash and cash equivalents,
where the Company is subject to market mavements in interest
rates.

None of the other financial assets or lizbilities arising from insurance
or re-insurance conlracts entered into by the company are directly
exposed to interest rate risk. The average interes! rate earned from
cash and cash equivalents during the year was 2.63% (2016:
2.75%). The impact of a 50 basis point increase / decrease in
interest rates on interest revenue would be +30.011m /-$0.011m
(2016: +§0.023m / -30.023m).

- Foreign exchange risk

Risk management for any currency risk is carried oul by Meridian
Energy Limited's Treasury department under policies approved by its
Board,

At 30 June 2017 the Company had NZ$243,074 assets denominated
in foreign currencies, all of which were Australian Dollar (‘AUD")
cash and cash equivalenis (2016: N2$248,801). The impact of
increases / decreases in the AUD is nol considered to have a
malerial effect on profit or loss of the Company.

Credit risk

Credit risk is the risk of financial loss {o the Company if the
counterparty to an insurance transaction fails to meet its contractual
obligations, and arises principally from the Company's premium
receivables from relaled parties and from claims provision recoveries
under re-insurance contracts.

Insurance contracts are only entered inlo with related parties. Refer
to C3 for further discussion of insurance risk.

The Company believes that no impairment allowance is necessary in
respect of premiums receivable as no amounls are past due and all
receivables are due from related parties. The Company does not
hold collaleral or security in relation to credil risk,

The Company limits its exposure to re-insurance cradit risk by
entering into re-insurance contracts only with counterpariies that
have good financial sirength. Re-insurers must be rated BBB
(Standard & Poor’s) or A- (AM Best) or grealer and must have the
equivalent of US$25 million in unencumbered policyholders surplus.
Given this high credit rating requirement, management does not
expect the counterparties to fail to meet their obligations.

Credit risk also arises from the Company's holdings in cash and
cash equivalents, Management mitigate this risk by only using
banks and financial institutions that are independently rated with a
minimum rating of ‘A’ (Standard & Poor's).

The carrying amount of the financial assels recognised on the
balance sheet best represent the maximum likely exposure to credit
risk at the date of this report.

. :
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Meridian Energy Captive Insurance Limited

Notes to the Financial Statements: C) Financial instruments used to manage risk
For the year ended 30 June 2017

C2 Fair value of financial instruments
The carrying values of financial assels and financial liabilities disclosed on the face of he balance sheet approximates their fair values, and are due within one year. There are no assets or
liabilities due beyond one year,

Calegories of financial inslruments

Hnancial
Loans and assets al  Financial liabilities
receivables FVTPL  at amortised cost Total
As at 30 JuneZ__Ol? - == ) o o
Assets
Cash and cash equivalents - 8,624
Interest receivable 4 =
Total financial assets 4 8.624
Liabilities
Re-insurance premiums payable - 3,446
Sundry Payables - - £
Total financial liabilities . . 3477
As at 30 June 2016
Assets -
Cash and cash equivalents - 8,435 -
Pravision for claims receivable 405
Interest receivable 2 3 s
Total financlal assets 407 8,435
Liabilities
Re-insurance premiums payable - - 3477
Provision for claims payable 405
Sundry Payables - - 31
Total financial liabilities 405 . 3,508

Financial Liabilities
Financial liabilities are recognised initially at fair value, net of transaction costs. Financial liabilities are subsequently stated al amortised cost: any difference between the proceeds (net of
transaclion cosls) and the redemption value is recognised in the profit and loss over the period of the financial fiabilities using the effeclive interest rate method.

Financial Assets

Financial assets (except cash) are classified as loans and receivables, which are non-derivative financial assels with fixed or determinable payments that are not quotad in an active market,
Financial assets are recognised initially al fair value, net of fransaction cosls. Financial assets classified as loans and receivables are subsequently slated at amortised cost; any difference
between the proceeds (net of transaction costs) and the redemption value is recognised in the profit and loss over the period of the financial assets using the effective interest rate method.
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Meridian Energy Captive Insurance Limited
Notes to the Financial Statements: C) Financial instruments used to manage risk
For the year ended 30 June 2017

C3 Insurance Contracts - Risk Management Policies and Procedures

The financial condition and operation of the company is affected by a number of key risks including insurance risk, market risk, compliance risk and
operalional risk, The Company's policies and procedures in respact of managing these risks are set out in this note,

Objectives in managing risks arising from insurance contracts and policies for mitigating those risks
The company has an objective o control insurance sisk thus minimising substantial unexpecied losses that would expose the company to an adverse
financial capital loss.

The Board of the company have developed, implemented and maintained policies and procedures, processes and controls thal comprise its risk management
and control systems, These syslems address all material risks, financial and non-financial, likely to be faced by the company. Annually, the Board reviews
lhese slrategies.

Key aspects of the processes established to miligate risks include:

* The mainfenance and use of management information systems, which provide up fo dale, reliable data on Ihe risks lo which the business is exposed
at any point in time.

* Re-insurance is used to limit the Company's exposure lo large single claims and cataslrophas.

+ The managemenl of assels and liabililies is closely monilored to attempt to match (he maturily dales of assels with the expected patlern of claim
payments,

* The mix of assels in which the Company invests is driven by the nature and term of insurance. The diversificalion of business over separate
yeographical segments seeks to reduce vasiability in foss experience.

Insurance and re-insurance contracts are entered inle annually. Al the time of entering inlo the contract, all terms and conditions are negotiable or, in the
case of renewals, renegoliable.

Insurance Risk
As the Company is a caplive insurer, the risk profile of Ihe insured business is very specific 1o (he nature of the insured business' praperty assats. There are
only four palicy holders, the porifolio is not very well diversified and has some geographic concentration,
Insurance exposures are managed by the Company through:
* tmplementalion of a re-insurance programme that limits the Company's insurante exposures. This re-insurance programme is reviewed annually by
the Board.
* The abilily (o review insurance conlracts in place and in particular adjust premium rales,
* The Company's business is structured so thal il does not pay claims lo insurance contract parties unil claim proceeds are received from a reinsurer,
If a re-insurer is unable lo meel its obligations then the Company will fall to provide the agreed cover to insurance corlract parlies, teing all refated
parlies, cavsing those parlies to suffer loss. Referlo nole C1 for details of mitigation of re-insurer credi risk,

Reinsurance

Since the Company does not take or selain any risk, the insurance cover offered by the campany is mirrored in the reinsurance markel and there are no
unexpecled catasiophe risks ar adverse claim numbers thal would impact the company, As noted above, the Company runs a credit risk with resped! lo the
insurers; Lhis risk is miligated by choosing re-insurers with good financial strength - refer (o note €1 for delails,

b 5
Hordie,un
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Meridian Energy Captive Insurance Limited

Notes to the Financial Statements: D) Other
For the year ended 30 June 2017

D1 Related parties

During the financial period, the Company provided insurance to its parent company, Meridian Energy Limited, and its subsidiaries.

The Company received payment for insurance premiums from Meridian Energy Limiled of §3,126 milion (2016: $3.149 millian). The balance outstanding a1 30 June 2017 was
Nit (2016: Nil).

The Company received paymeni for insurance premiums from the foflowing entiies, all of which are subsidiaries of Meridian Enargy Limited, There are no balances oulstanging
as al 30 June 2017 {2016: Nil),
- Mt Mitler Wing Farm Pty Limited $0,065 million {2016: $0.065 million)
- Mt Mercer Wind Farm Pty Limited $0.128 million {2016; $0.140 million)
- Powershop Australia Pty Limiled $0.037 milifion (2016: 50.041 milkon)
The provision for income tax payable of $0.083 millon is an inter-company balance with Meridian Energy Limited {2016: $0.083 mifiion).
The Company did not pay any insurance claims {o Meridian Energy Limiled during the yaar (2016: Nil).
All related party balances are inlerest free and unsecured,

Key Management Personnel
The key management perseanel are the direetors of the Company and are employees of and remuneraled by the Parent, Indemnity insurance is paid on their behall by the

Parent,

D2 Credit Rating

The Company does niot have, has ot sought and is not required fo have a credil raling.

D3 Commitments

There are no capital commitmenls at 30 June 2017 (2018; Nil).

D4 Contingent assets and liabllitles

There were no confingent assels or liabililies at 30 June 2017 (2016: Nif).

D5 Subsequent events

There have been no malerial events subsequent to 30 June 2017 tha require disclosure in the financia! statements (2016 Nil).

D6 Changes in financial reporting standards

In the current year, the Company has atdopted all mandatory new and amended Standards. The applicalion of these new and amended Standards has had no
material impact on the amounts recognised or disclosed in the financial statements.

There have been a number of standards that have been issued bir are not ye! effective for application, The Company has not elecled to early adopl any of these
and anticivales that the adootion of these will not have a material imoeact en the financial statements

NZIFRS 9 Financial Instruments (eflesfive 1 Janvary 2018), NZ IFRS 9 will be effective in MECIL's 209 financial year, This standard requires all financial assets
to be measured at fair value, unless Ihe enity's business model is to hold the assels to collec! confractual cash fiows and contractual terms give rise to cash flows
that are solely payments of interest and principal, in which case they are measured at amorlised cost. The slangard afso broadens the eligibifity for hedge
accounting &s it infroduces an objectives-based test ihat focuses on the econemic refationship between hedged ilems and hedging instruments. The Comgany has
not yet completed its assessment on the impact of this standard,

NZ IFRS 17 Insurance Contracts (elfeclive 1 January 2021). NZ IFRS 17 will be effective in MEGIL's 2021 financial year. This standard establishes the principles
for the recogrition, measurement, presentation and disclosure of insurance contracls within the scope of the standard. The objective of NZ [FRS 17 is o ensure thal
an enlity provides relevant information that fathiully represents those cantracts. The Company has not yet compleled ils assessment on the impact of this standard,
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INDEPENDENT AUDITOR'S REPORT

TO THE SHAREHOLDER OF MERIDIAN ENERGY CAPTIVE INSURANCE LIMITED

The Auditor-General is the auditor of Meridian Energy Captive Insurance Limited (the
company). The Auditor-General has appointed me, Trevor Deed, using the staff and
resources of Deloitte Limited, to carry out the audit of the financial statements of the
company on his behalf,

Opinion

We have audited the financial statements of the company on pages 5 to 15 that comprise the
balance sheet as at 30 June 2017, the statement of comprehensive incorne, statement of
changes in equity and cash flow statement for the year ended on that date and the notes to
the financial statements that include accounting policies and other explanatory information.

In our opinion the financial statements of the company on pages 5 to 15:

- present fairly, in all material respects:
- [ts financial position as at 30 June 2017; and
- Its financial performance and cash flows for the vear then ended;

- comply with generally accepted accounting practice in New Zealand in accordance with
New Zealand Equivalents to International Financial Reporting Standards and
International Financial Reporting Standards.

Our audit was completed on 6 September 2017, This is the date at which our opinion is
expressed.

The basis for our opinion is explained below, In addition, we outline the responsibilities of the
Board of Directors and our responsibilities relating to the financial statements, and we
explain our independence.

Basis for opinion

We carried out our audit in accordance with the Auditor-General’s Auditing Standards, which
incorporate the Professional and Ethical Standards and the International Standards on
Auditing {New Zealand) issued by the New Zealand Auditing and Assurance Standards Board.
Our responsibilities under those standards are further described in the Responsibilities of the
auditor section of our report.

We have fulfilled our responsibilities in accordance with the Auditor-General’s Auditing
Standards.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide
a basis for our opinion.

Responsibilities of the Board of Directors for the financial statements

The Board of Directors is responsible on behalf of the company for preparing financial
statements that are fairly presented and that comply with generally accepted accounting
practice in New Zealand.

The Board of Directors is responsible for such internal control as it determines is necessary
to enable it to prepare financial statements that are free from materlal misstatement,
whether due to fraud or error.
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In preparing the financial statements, the Board of Directors is responsible on behalf of the
company for assessing the company’s ability to continue as a going concern. The Board of
Directors is also responsible for disclosing, as applicable, matters related to going concern
and using the going concern basis of accounting, unless there is an intention to liquidate the
company or to cease operations, or there Is no realistic alternative but to do so.

The Board of Directors’ responsibilities arise from the Financial Markets Conduct Act 2013.
Respaonsibilities of the auditor for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements,
as a whole, are free from material misstatement, whether due to fraud or error, and to issue
an auditor’s report that includes our oplnion.

Reasonable assurance is a high level of assurance, but is not a guarantee that an audit
carried out in accordance with the Auditor-General’s Auditing Standards will always detect a
material misstatement when it exists. Misstatements are differences or omissions of amounts
or disclosures, and can arise from fraud or error. Misstatements are considered rmaterial if,
individually or in the aggregate, they could reasonably be expected to influence the decisions
of the shareholder taken on the basis of these financial statements.

We did not evaluate the security and controls over the electronic pubiication of the financial
statements.

As part of an audit in accordance with the Auditor-Generai’s Auditing Standards, we exercise
professional judgement and maintain professional scepticism throughout the audit. Also:

- We identify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perform audit procedures responsive to those
risks, and obtain audit evidence that is sufficient and appropriate to provide a basis for
our opinion. The risk of not detecting a material misstatement resulting from fraud is
higher than for one resulting from error, as fraud may involve collusion, forgery,
intentional omissions, misrepresentations, or the override of internal control.

- We obtain an understanding of internal control relevant to the audit in order to design
audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the company's internal control.

- We evaluate the appropriateness of accounting pelicies used and the reasonabieness of
accounting estimates and related disclosures made by the Board of Directors.

- We conclude on the appropriateness of the use of the going concern basis of accounting
by the Board of Directors and, based on the audit evidence obtalned, whether a material
uncertainty exists related to events or conditions that may cast significant doubt on the
company’s ability to continue as a going concern, If we conclude that a material
uncertainty exists, we are required to draw attention In our auditor's report to the related
disclosures in the financial statements or, if such disclosures are inadequate, to modify
our opinion. Our conclusions are based on the audit evidence obtained up fo the date of
our auditor’s report. However, future events or conditions may cause the company to
cease to continue as a going concern,

- We evaluate the overall presentation, structure and content of the financial statements,
including the disclosures, and whether the financial statements represent the underlying
transactions and events in a manner that achleves fair presentation.

We communicate with the Board of Directors regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant
deficiencies in internal control that we identify during our audit.

Our responsibilities arise from the Public Audit Act 2001,
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Independence

We are independent of the company in accordance with the independence requirements of
the Auditor-General’s Auditing Standards, which incorporate the independence requirements
of Professional and Ethical Standard 1 (Revised): Code of Ethics for Assurance Practitioners
issued by the New Zealand Auditing and Assurance Standards Board.

In addition to the audit, we have carried out a review of the company’s solvency return,
which is compatible with those independence requirements. Other than the audit and this
engagement, we have no relationship with or interests in the company.

s

Trevor Deed

for Deloitte Limited

On behalf of the Auditor-General
Wellington, New Zealand
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The Board of Directors

Meridian Energy Captive Insurance Limited
Level 1, 33 Customhouse Quay

PO Box 10840

Wellington

6 September 2017

Appointed actuary’s review of actuarial information for Meridian
Energy Captive Insurance Limited

To the Directors of Meridian Energy Captive Insurance Limited,

This letter has been prepared for Meridian Energy Captive Insurance Limited (“MECIL”) to meet the
requirements of Section 78 of the Insurance (Prudential Supervision) Act 2010 (“the Act”) in respect of
Section 77 of the Act which requires that each Licensed insurer must ensure that the actuarial
information contained in, or used in preparation of, the financial statements of the insurer is reviewed
by the appointed actuary.

I have reviewed the following actuarial information included in the audited accounts for MECIL as at
30 June 2017:

. Unearned Premium liability
. Outstanding Claims liability
° Reinsurance Recovery asset
o Deferred Reinsurance Premium asset

I have been provided with all the information and explanations that I have required to complete my
review.

I am the appointed actuary to MECIL and am a Partner of PricewaterhouseCoopers New Zealand. I am
independent of MECIL.

In my opinion:

o the actuarial information contained in the financial statements has been appropriately included
in those statements; and

. the actuarial information used in the preparation of the financial statements has been used
appropriately; and

° MECIL is maintaining a solvency margin as required under the Solvency Standard for Non-Life
Insurance Business issued by the Reserve Bank of New Zealand.

PricewaterhouseCoopers, 113-119 The Terrace, PO Box 243, Wellington 6140, New Zealand
T: +64 4 462 7000, F: +64 4 462 7001, pwc.co.nz
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Reliances and limitations

This letter has been prepared for MECIL and is provided in accordance with the terms set out in our
statement of work dated July 2017.

No distribution of this letter to third parties, other than as required by law is permitted by us. There
may be requests for our report to be copied to third parties. We will be happy to consider these
requests, as and when they arise.

Our responsibilities and liabilities are limited to MECIL and exist only in the context of their use of our
letter. No liability or responsibility will be accepted by us in relation to the use of our report for any
other purpose. We will not accept any liability or responsibility to any third party recipients.

We have relied on information provided to us in the course of carrying out our work. We perform some
data validation checks but we have not verified all of the information provided to us, nor have we
carried out anything in the nature of an audit. Accordingly, we express no opinion on the total
reliability, accuracy or completeness of the information provided to us and upon which we have relied.
We have no reason to believe that the information provided to us is inaccurate or misleading.

This letter must be read in its entirety. Individual sections of this report could be misleading if
considered in isolation from each other. If distributed, this letter must be distributed in its entirety.

This letter is not considered an actuarial report, as per Professional Standard 9.2 of the New Zealand
Society of Actuaries.

Yours sincerely

Paul Rhodes, FNZSA, FIA
Partner
PricewaterhouseCoopers
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