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2009 marks our first ten years of business.

In just a decade Mighty River Power has undergone
dramatic changes. Starting out as a hydro business,
today’s mix of hydro, geothermal, gas-fired thermal
and soon wind demonstrates that we have moved
at pace to build a diverse generation portfolio,

and a retail customer base to match.

And our results speak for themselves.

Best ever
financial result

$159.6 million

net profit

Renewable
generation up 36%

33,000 new
Mercury Energy
customers




Mighty River Power is an integrated
energy generator, trader, retailer and
metering business. The Company’s
brands are Mighty River Power,
Mercury Energy and Metrix.

Visit www.mightyriver.co.nz

to find out more about the Company.

Contact Us

We welcome your feedback. Please contact
one of our offices or send your questions or
feedback to enquiries@mightyriver.co.nz
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Chair and Chief Executive’s Report

10 Years Strong

This annual report marks the
Company's 10th year of consistently
successful and profitable operation.
In 1999 we concluded the Chair and
Chief Executive's Review by saying,
“..Mighty River Power is determined
to meet the challenges of tomorrow
by taking opportunities to further
strengthen its position. The Company
will enter the millennium as a strong
and vital business.” What better way
to celebrate ten years in an increasingly
competitive environment than to post
the Company’s best ever financial
result, realising a net profit after tax
of $159.6 million, an increase of
$48.7 million on the prior year.

Earnings before interest, tax,
depreciation, amortisation and financial
instruments (EBITDAF) were a record
$445.4 million, a 46 per cent increase
on the prior year. Similarly, underlying
earnings after tax were $209.9 million,
a $73.7 million increase on the
prior year.

The company's performance was
achieved through value-focussed
trading activities assisted by fortuitous
weather conditions in the first quarter,
and was supported by underlying
growth in renewable generation.

This geothermal growth was the
result of deliberate strategic
planning that began years ago.

Fast forward to the commissioning
of the 100MW Kawerau Geothermal
Power Station in the year in review,
and our commitment to geothermal
is unarguable. As New Zealand's
largest geothermal development
in more than 20 years, Kawerau's
contribution to the financial result
was threefold; it was commissioned
ahead of plan, at a larger capacity
and under budget.

Our hydro generation business also
helped deliver the year's outstanding
result. The Waikato Hydro System had
higher than average hydro generation;
700GWh (19 per cent) more than last
year. In the first quarter of the financial
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year we had the highest inflows ever
recorded in a 90 day period. This
meant Lake Taupo storage was rebuilt
from the lows of June 2008 and we
generated 23 per cent more than

the same quarter last year. These
higher volumes received higher
wholesale prices in the first quarter,
driven by low South Island storage
levels at that time. In the fourth quarter,
hydro and gas plant flexibility realised
pricing benefits from market volatility
associated with a range of abnormal
conditions including outages of
competitors’ thermal plant, becalmed
wind turbines and restricted HVDC
interisland transmission capacity.

A third factor underpinning the
year's result was the significantly
reduced use of the gas-fired
Southdown plant, 651GWh less
than last year, which correspondingly
reduced fuel costs. This illustrates
the flexibility of the plant to adjust
for hydrological and wind conditions
to meet the continuously changing
demands of the market while
contributing to a secure electricity
supply.

The Mercury Energy business grew
rapidly in the second half of the year,
with customer numbers increasing
by 33,000. Such steep growth
demonstrates the value in being
flexible and competitive. It is exciting
to see the Company'’s early success
from expansion into new areas in the
lower North Island, Christchurch and
Dunedin. Mercury Energy’s expansion
has delivered profitable growth
in market share and provided better
value for money to customers. The very
competitive conditions are reflected in
Mercury Energy’'s commitment to hold
prices for 12 months until April 2010.

Operating cash flow of $317.1
million was 53 per cent higher than the
prior year, a reflection of the excellent
operating conditions experienced this
year combined with the impact of a
change in provisional tax payment
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dates resulting in two, rather than
the usual three, income tax payments
in the current year.

The Company will pay an Ordinary
Dividend of $79.8 million representing
50 per cent of FY2009 NPAT, plus
a Special Dividend of $150 million.
The Ordinary Dividend is consistent
with the policy set out in last year's
Statement of Corporate Intent.

The Special Dividend reflects the
one-off nature of several cash benefits
received in the year including the sale
of Marsden B, and excellent trading
results from the extraordinary hydro
conditions in the first quarter. With

the successful completion of the
Kawerau station the Company now

has a very strong operating leverage
consistent with a very high renewable
portfolio of which base-load geothermal
is a significant and growing component.
The financial profile of the Company is
now stronger and more able to support
higher debt levels than in its initial
decade, notwithstanding the significant
investment commitments planned for
the next five years.

Net debt at year end is $585.9
million, a decrease of $38.8 million
from the prior year. In October 2008
the Company increased one of its
facilities by $50 million and extended
the entire facility to a term of four
years, reinforcing the Company’s
strong liquidity in its debt portfolio.
April 2009 saw the repayment of the
ECNZ residual loan of $16 million.
Bank facilities total $792 million
with drawings of $642 million. This
strong liquidity position, together
with the hedging of interest rate risk,
provides certainty for our development
programme. Since balance date the
Company has negotiated a $50 million
seven year wholesale bond and
arranged a further $250 million
two year facility.

Our geothermal developments are
undertaken in conjunction with our
Maori Land Trust partners. Through
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these long-term partnerships we are
currently active in four geothermal
fields; Kawerau, Rotokawa, Mokai
and Ngatamariki. These partnerships
make us unigue amongst New Zealand
generators and underpin our
geothermal success. The joint approach
works financially, culturally and socially,
bringing significant benefit to all parties.
We continue to work with our Maori
partners and iwi, to explore ways to
create increased value and to invest
capital to better utilise the geothermal
resources that lie under their land.
The extensive geothermal
development programme is supported
by significant investment decisions
in exploration made years before
any production is realised. It is a
courageous approach, but one that we
have the people, expertise, experience
and foresight to make. Without the
willingness to take educated risks
and actively pursue long-term
opportunities, Mighty River Power
would not have built its geothermal
generation capacity to become one
of the top ten geothermal operators
in the world.
In 2008 the Company developed
a strategy to leverage New Zealand's
capabilities in geothermal energy
globally. We now have a large-scale
geothermal business in global terms
with an integrated capability from
resource to market. We see the
opportunity to leverage this with
New Zealand's potential for academic
and scientific excellence in geothermal,
along with new capital, to create an
international business that exploits
a rare global capability. In 2008 the
Company committed, subject to
investment and economic criteria
being met, an initial USD100 million to
develop a global geothermal business.
Our investment in 2008 in
GeoGlobal Energy (GGE) as a 25 per
cent shareholder and principal investor
was our first major offshore venture.
We invested US$3.5m during the
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financial year towards geophysical
surveys and exploration well drilling,
primarily in Chile. The early investment
has paid off with GGE achieving
commercial drilling success, the

first in Chile in 40 years, on the
Tolhuaca permit in early 2009.

After just 18 months GGE has
identified a pipeline of investments
that will fully utilise the Company’s
initial capital commitment. The
Company is reviewing options
to further support and drive the
global geothermal strategy.

Following an earlier decision not to
proceed with any future development at
Marsden we entered and successfully
negotiated an agreement for the sale
of the Marsden B generation assets,
part of the asset portfolio originally
acquired from ECNZ. This transaction
resulted in the recognition of a $20.4
million gain on sale. The Company
has retained ownership of the
underlying land.

The risks associated with
undertaking our development
programme were brought into
focus this year by the recognition of
$45.2 million of impairment charges
associated with our exploration and
development activities. Of this, $32.6
million related to three development
opportunities that, upon review, are
deemed to be uneconomic and are
now unlikely to proceed. The remaining
$12.6 million related to unsuccessful
gas exploration expenditure.

Mighty River Power is a perpetual
borrower and hedges its interest costs
into the future. The significant volatility
in interest rates over the year resulted
in a $50.8 million adverse movement
in the fair value of interest rate
derivatives. Mighty River Power
does not hedge account for these
derivatives and accordingly the
unrealised losses are expensed
to the income statement. Other
fair value movements through the
income statement relate to un-hedged
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electricity and foreign exchange
derivatives (a benefit of $1.9 million)
and the hedge ineffectiveness
associated with electricity and
foreign exchange derivatives

(a benefit of $1.7 million).

Capital expenditure (excluding
realised gains or losses on foreign
exchange hedge contracts supporting
the development programme for which
the underlying expenditure has yet to
occur) was $289.2 million compared to
$287.2 million in the prior comparable
period. In the coming year planned
capital expenditure is significant as the
Nga Awa Purua Geothermal Power
Station gears up to be commissioned
ahead of next winter.

An independent valuation of the
Kawerau geothermal assets based
on the predicted future performance
of the plant was undertaken by
PricewaterhouseCoopers as at 30
June 2009. The revaluation resulted
in the recognition of a $244.3 million
increase in value. The after tax impact
of the revaluation, $171.0 million,
has been recognised as an increase
in the asset revaluation reserve
within Shareholders’ Equity.

Depreciation and amortisation
charges increased from $86.3 million
to $104.9 million due to the impact
of the hydro asset revaluation at
30 June 2008 and the commencement
of depreciation at Kawerau.

Investment decisions around
future plant are made years in
advance, therefore the record
performance we achieved this year
was partly due to strategic decisions
taken by the Company five to ten
years ago. This means that judging
performance of the energy sector
requires a long-term view and
with this in mind we welcomed
the government'’s formation of
a Ministerial Advisory Group
to review the electricity
sector’s performance.

Our geothermal focus and the



location of our generation assets
means we are relatively unaffected

by transmission issues as main load
centres are close to the power stations.
However, long approval times for
major transmission projects can stall
generation development and create
more acute transmission challenges
for the country as a whole. An
appropriately sized and unconstrained
transmission system is central to

the country’s economic well-being.

To continue to be competitive, the
electricity sector needs a transmission
system that provides open access to
generators and facilitates the efficient
movement of electricity across the
country, to deliver secure efficiently-
priced supply.

The Waikato Hydro System remains
at the core of our business. Hydro
generation contributed over 70 per cent
of the energy produced by Mighty
River Power in the year under review.
Continued secure access to that
water, and retention of our limited
storage in Taupo, is therefore critical
for delivery to the country’s electricity
demands as seen particularly in 2008
and 2009. Water is also valuable to
recreational users, farmers and
growers for irrigation and as a potable
source. We are actively working with
policy makers, iwi partners, regulators
and other stakeholders in maintaining
our shared, legacy access to this
valuable resource and are committed
to using it sustainably and responsibly.

As a business we act responsibly
to limit carbon emissions, while also
being conscious of the need to ensure
security of supply. We support the
introduction of a mechanism that
embeds an effective price of carbon
in goods and services. This will signal
to emitters, consumers and investors
that reducing emissions is desirable.
Currently at more than 90 per cent
renewable, our diverse generation
portfolio means we are unlikely to
have more than limited exposure

Operating Information 2009 2008
Customer Numbers
Residential Customers 341,000 315,000
Other fixed price variable
volume customers (FPVV) 70,000 58,000
Total 411,000 373,000
Volumes/Pricing GWh $/MWh GWh $/MWh
Generation
Hydro 4,350 68 3,650 105
Geothermal' 1,293 53 497 101
Co-generation 443 100 1,094 127
Biomass 32 62 41 102
Sales
Residential 2,389 103 2,247 96
Other FPVV 1,961 96 1,755 92
Spot 1,919 58 1,398 106
Net electricity contracts 1,529 1,000
Purchases
NZ Energy Market purchases 6,493 65 5,784 111
Gas Purchases PJ $/GJ PJ $/6J
Co-generation 4 6.3 10 5.4
Retail 11 - 0.8 -

"Includes 25% equity share of Mokai production
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Nga Awa Purua Geothermal
Power Station under construcﬂtion
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to future carbon emission costs
but naturally we are keen to see
some certainty in this area.

National electricity demand
dropped slightly as large customers
reduced consumption and commercial
activity declined. However, the
residential market continued to be
more affected by weather conditions,
with average consumption by
residential customers up 13 percent
in a much colder than usual May. Even
in the recession the Company is on a
steep growth path and continues to
build capacity, putting the Company and
New Zealand in a strong position when
global economic conditions improve.

For us, capacity and capability
are intrinsically linked. Growth in

geothermal capacity is a strategic focus,

alongside the growth we have fostered
in our people’s capability. We continue
to provide staff with strategic pathways
to develop and enable the Company to
leverage our world-class capabilities.

The year's result does not
make us complacent. Our goals
remain ambitious and looking ahead
to 2010 we aim to have achieved a
number of milestones. These include:
completing the 132MW Nga Awa
Purua Geothermal Power Station;
securing resource consents for
both the circa 300MW (depending
on turbine configuration) Turitea
Wind Farm and a new geothermal
development at Ngatamariki; market
share growth from Mercury Energy
expanding further into the lower North
Island and the South Island; extending
our programme of offshore geothermal
activity and, importantly, preserving
existing access and operational
flexibility of the Waikato Hydro System
and Lake Taupo water resources.

The year under review was one
in which the stars aligned for Mighty
River Power. The wholesale market
conditions for 2010 are very different
to 2009, with high South Island lake
levels and very low wholesale prices.

By contrast, Lake Taupo experienced
lower than average inflows until some
recovery in August. Notwithstanding
expectations of a more normal result
from our hydro operation, we expect to
have a further increase in geothermal
generation with the commencement
of Nga Awa Purua in autumn 2010,
although the full financial benefits
won't be experienced until 2011.

The words we wrote in 1999
remain equally relevant today.

As we enter the Company’'s second
decade Mighty River Power will meet
the challenges of tomorrow by taking
all opportunities to further strengthen
its position and maintain a strong
and vital business.

During the financial year Directors
Sir Paul Reeves and Dr Graham Hill left
the Board. On 31 October 2009, the
terms of Deputy Chair John Baird and
Director Neil Ranford will also come to
an end. We thank them all for their
contributions to both the Board and the

Company's business during their tenure.

The Chair and Chief Executive
acknowledge the team at Mighty River
Power who helped achieve this record
result. Thank you also to the Board
and management team for their
continued support.

CAROLE DURBIN
Chair

DOUG HEFFERNAN
Chief Executive
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Carole Durhin

Carole Durbin has retired after five
years as Chair of Mighty River Power.
Prior to that she had been Deputy
Chair since the foundation of the
Company in 1999.

Since that time, her belief in and
support for the enduring importance
of personal relationships with key
stakeholders has seen Mighty River
Power develop and further extend its
important associations throughout
the Waikato and Central North Island.

Carole’s leadership has been
characterised by her vigorous
commitment to embedding
fundamental human values into
the conduct of all of the Company’s
operational and strategic activities.
She ably led the Board through some
difficult challenges during her time as
its Chair. Her considered, consistent
and empathetic leadership style played
a crucial role in ensuring that the
Company was able to meet those
various challenges, and to move
beyond them.

Chief Executive Doug Heffernan
noted Carole’s strong contributions
to Mighty River Power’s increasing
commercial success, and thanked
her for her unwavering support for
the Company during her ten years
as a Director.
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Generation

Providing energy solutions for today,
and tomorrow, Mighty River Power's
generation portfolio is diverse and
able to respond readily to the country’s
requirements.

Our generation capacity mix was
more than 90 per cent renewable
in 2009 through our hydro and
geothermal generation. Used
judiciously, our gas-fired plant at
Southdown supports the renewable
mix, providing discretionary supply
when national hydro inflows are low
or wind turbines aren’t turning.

An integrated mix of hydro,
geothermal and thermal generation
offers a range of energy solutions
and was central to achieving the
year's outstanding performance.

Geothermal

In fewer than ten years we have built
a $2 billion geothermal business. That
takes expertise, planning and a good
dose of courage. Today we are seeing
the benefits of strategic decisions
made years ago.

Exciting geothermal milestones
were achieved this year, and looking
ahead, our development pipeline is
extensive. Staging the development
of projects is proving valuable for
improvements and learning as we
progress our geothermal ambitions.

Coming in under budget and
commissioned ahead of time, the
Kawerau Geothermal Power Station
was the standout performer of the
year. Some seven years in the
planning and construction, Kawerau
is an example of our growth strategy
based on geothermal development.
Kawerau is the single largest high
efficiency geothermal development
built in New Zealand in the last
20 years and provides 100MW of base
load generation. Much of the 840GWh
delivered by the station each year
will be used locally in the Bay of
Plenty. Located near its biggest
customer, Norske Skog Tasman,
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Kawerau provides electricity cost

and supply certainty to the mill,

and that proximity reduces the need
for costly transmission investment.
Kawerau also significantly contributes
to New Zealand's emission reductions
by reducing the need for thermal
generation and its associated
emissions.

Officially opened in November 2008,
Kawerau contributed to our record
financial performance by boosting the
output of the Company’s equity interest
in geothermal power plants by 796GWh
(160 per cent) compared to the prior
year. Geothermal generation more
than doubled to 21 per cent from 9.5
per cent last year and is predicted to
increase yet again in the coming year.

The Kawerau Geothermal Power
Station was awarded the 2009
Electricity Supply Industry Engineering
Excellence Award in June this year,
cited by judges as “enabling the
rebuilding of New Zealand's world-
renowned geothermal engineering
expertise.”

As a major player in geothermal
generation, together with our partners,
we are one of the world’s top ten
geothermal generators by energy
produced. A strong forward
development programme will see
continued growth with the 132MW
Nga Awa Purua plant, a joint venture
between Mighty River Power and
Tauhara North No.2 Trust, expected
to be fully operational in time for next
winter. Exploration drilling in the nearby
Ngatamariki field has also provided
early positive results. Approximately
$45 million has been spent exploring
this field and resource consent
applications are expected to be filed in
the new financial year. This means we
are well on track to reach our ambitious
target of delivering more than 400MW
of geothermal generation by 2012.

The 34MW Rotokawa Geothermal
Power Station experienced a year of
record plant availability and geothermal
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output. Its 295GWh output for the
year is the best since Rotokawa
was commissioned in 1997 and its
availability at 99.4 per cent was
the highest since commissioning.
Our successful investment in
geothermal plant relies on the
involvement of world-class geothermal
experts. Construction of the Nga Awa
Purua Power Station is utilising the
capability and knowledge developed
during the Kawerau build. In the last
year alone the Mighty River Power
geothermal team has increased by
more than 30 per cent. In total our
people have worldwide experience in
more than 30 developed geothermal
fields across 10 countries and more
than 100 exploration projects. This
experience and geothermal know-
how is invaluable and underlines
our commitment as New Zealand's
number one geothermal operator.
The next exciting step will be to
leverage our people’s skills and
expertise as Mighty River Power
invests in offshore geothermal
development.

Geothermal highlights:

» August 2008 — Kawerau Geothermal
Power Station fully operational

» December 2008 — Ngatamariki
reservoir exploration delivers a
proven reservoir with over T00MW
development potential

* March 2009 - World's biggest
geothermal turbine delivered
to the Nga Awa Purua
Geothermal Power Station

» April 2009 - Drilling success
for GGE in Tolhuaca, Chile

» June 2009 - Local employment
on the Nga Awa Purua station
build peaks at 350

« June 2009 - Mighty River Power
wins the 2009 Electricity Supply
Industry Engineering Excellence
Award for the Kawerau
Geothermal Power Station



“92% of the
energy we
produced this
year was from
renewable
sources’

Growth from an increasingly renewable portfolio
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Atiamuri Hydro Power Station




Generation

Hydro Generation

Following the 2008 summer-autumn
drought, Mighty River Power capitalised
on record 90-day inflows to the Waikato
Hydro System in July to September
last year by producing electricity to
make up the shortfall experienced

by competing generators due to low
storage and dry conditions in the

South Island. These hydro conditions
meant we started the year in a strong
position, lifting our energy margin

by $40 million (31 per cent) over

the same quarter in the previous year.

Good hydrological conditions
in the first quarter were subsequently
followed by market volatility across
the country due to transmission
limitations, competitors’ thermal plant
availability and becalmed wind farms.
The resulting energy market worked
in our favour, with trading capability
capturing opportunities made possible
by our flexible production portfolio.
The impact of recessionary pressures
on business consumers had little
impact on our year's performance
due to a strong and actively managed
forward sales position.

Our approach to the management
of natural resources and the
surrounding environment takes
account of the principles of kaitiaki.
Our hydro generation activities are
non-consumptive and we use the water
from the Waikato River and Lake Taupo
many times over as it flows through the
hydro generation system. In fact, hydro
generation is the largest user of water
in New Zealand. With the constant and
growing need for energy supply it
is important for legacy assets, such
as hydro power stations, to play an
ongoing role in underpinning the
country’s economic wellbeing.

Environment Waikato ruled that
the maximum allocable flow (the
volume of water that can be extracted
from the Waikato River) should remain
as it currently stands. This decision is
now subject to appeals through the

Environment Court. Given the
importance of this fuel source to the
Company's value, and to electricity
consumers dependent on security of
supply, we will assertively defend the
Environment Waikato allocation ruling.

We have demonstrated a strong
and consistent compliance record, and
Environment Waikato saw no need to
review the terms of our 35-year hydro
resource consents at the first regular
review point.

We support the objectives of the
co-governance process for the Waikato
River and are committed to working
in partnership with iwi and the Crown
to ensure a strong and effective
governance structure is in place.

We anticipate any resulting framework
will need to recognise the existing use
of the Waikato River for national-good
activity and also for the preservation
of existing hydro storage enabling
production of flexible renewable
energy for New Zealand's benefit.

In the year under review, capital
expenditure within hydro generation
was $9.9 million, spent on
transformers, a control system
upgrade and other enhancements.
The hydro asset condition-monitoring
programme identified the need to
replace some end-of-life machinery.
These replacements will give us the
opportunity to increase efficiency
in the use of water and take advantage
of technological advances made since
some parts of the Waikato Hydro
System were installed over 80 years
ago. Machinery replacements and
upgrades in the coming year will
require significant capital expenditure,
estimated at $27.3 million.
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Wind

We have a strong commitment

to utilising wind as an energy
source over the next decade, further
diversifying our generation portfolio.
Already 2009 has seen a significant
increase of investment in wind by
the Company compared with 2008,
and in the coming year this will
grow further.

Wind monitoring activity increased
with eight sites at various stages
from investigation to consenting.

Our resource consent application
for the proposed Turitea Wind Farm,
near Palmerston North, was called
in by the Minister for the Environment
in December 2008. The independent
Board of Inquiry convened in January
2009 and hearings are expected to
conclude in December, with a decision
expected several months later.

During the year we acquired a
20 per cent stake (at a cost of $7.1
million) in Windflow Technologies Ltd,
the Christchurch-based manufacturer
of small turbines.

Gas

The gas-fired Southdown Power
Station reduced output by 60 per cent
to 443GWh compared with the prior
year. Southdown complemented the
Company's diverse fuel mix when
national hydrological and wind
conditions were unfavourable.

It enables the country’s, and in
particular Auckland's, demand for
electricity to be met when weather-
dependent energy sources are

not productive or competitors’

large thermal plants are out for
maintenance. Southdown also
provides additional energy capacity
during times of peak demand.
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Retail

Mercury Energy

Breaking Growth Records
With a 10-year track record of
customer growth, the past year
has been particularly successful for
Mercury Energy. The business is
thriving in a highly competitive market.

The Company'’s total electricity
retail market share continues to grow,
achieving an increase of 1.7 per cent
compared with the previous year. Total
customers grew by 33,000 in the year
in review, reaching 382,000 by the end
of June 2009. Overall residential market
share has grown from 15 per centin
2002 to 20 per cent in 2009, adding
100,000 customers, the equivalent
of all households in Palmerston
North and Hamilton combined.

In the domestic gas market
we have grown from zero just seven
years ago to take nearly 40 per cent
share of the Greater Auckland market
at the end of June 2009, and increased
our customer base by 8,000 new
customers in the 12 months under
review. Our success in the dual fuel
space has led to a very strong
competitive response by incumbents.

Much of our success is due to
improved operational efficiency
and increased sales and marketing
effectiveness. The professional
approach of our staff is the driving
force behind these gains, while we
continue to use technology in positive
ways that both improve our service
levels and reduce our cost to serve.
The combined result of these factors is
enhanced productivity and contributes
to making us New Zealand's fastest
growing energy retailer.

Customer Focussed

During the year, Mercury Energy
entered both the Christchurch and
Dunedin areas. Results in both areas
have exceeded expectations in a short
timeframe. In addition to offering
competitive electricity rates, our
approach is to become a valued part
of our customers’ communities over
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time. Part of this is the development
of community-based sponsorships
that resonate with our customers.
In Christchurch we entered into a
mutually beneficial partnership

with Canterbury Netball that directly
supports the Tactix netball team
through new customer sign ups

and referrals.

Our customers make a significant
difference to children’s lives by
choosing to participate in the Mercury
Energy Star Supporters Club, which
celebrated its fifth birthday in May
2009. During the period under review
Mercury Star Supporters donated a
$165,000 mobile ear clinic, furnished
the new Starship Cancer Ward with
comfy pull-down beds for parents and
caregivers worth $77,000, and helped
save the lives of unborn baby twins
through the donation of a $143,000
laser fetoscope for the treatment of
Twin to Twin Transfusion Syndrome.
Membership of the Mercury Energy
Star Supporters Club doubled during
the period under review.

We know that every dollar counts.
In the year in review we saved our
customers $1.7 million through our
Price Plan Rebate which reviews every
customer’s account annually to ensure
they are on the best plan for them. If we
find they would be better off on another
Mercury Energy plan, we move them
and refund the difference back onto
their energy account. Over $5 million
has been refunded to customers since
the introduction of Price Plan Rebate
in 2006. We also guaranteed to hold
electricity prices for residential
customers until at least April 2010,
helping our customers to budget in
increasingly cost-conscious times.

The current economic environment
means debt issues are not uncommon
and we work closely with customers
experiencing payment difficulties.

For many, the unseasonably cold
winter that resulted in average
consumption for residential
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Mercury Energy ,@

customers increasing 8 to 13 per
centin the April to June months
meant people experienced higher
than usual bills in the year under
review. Our prepay product, GLO-BUG
helps put customers in control,
enabling them to match prepay top
ups with their income cycle. And
because greater awareness of energy
consumption can result in behaviour
changes, GLO-BUG customers often
find they use less power overall.

We continue to have a strong
commitment to medically dependent
and vulnerable customers and actively
maintain an up-to-date register.

The annual Electricity Commission
Medically Dependent customer audit
found no issues with our procedures
and protocols. Mercury Energy also
worked closely with the Electricity
Commission on a review of the
industry guidelines regarding
medically dependent and

vulnerable customers who are
having difficulty paying their bills.

Purchase of Bosco Connect Ltd

Bosco Connect Ltd is a utility retailer
supplying electricity, telephone

and internet services to apartment
customers in the Auckland CBD. Mighty
River Power purchased 49 per cent

of Bosco Connect in October 2006 and
since that time the business increased
its customer numbers from 1,000

to almost 10,000.

Mighty River Power completed the
purchase of the remaining 51 per cent
of Bosco Connect on 1 February 2009.
Bosco Connect will continue to operate
as an independent retail business and
will continue to be Mighty River Power's
preferred retailer for the apartment
market niche in the Auckland CBD.






Metering

Metrix

Mighty River Power’s metering
business, Metrix, is in the process of
transitioning from a legacy metering
business into a smart meter and
data service business.

Currently installing its smart
meter technology solution to homes
in Auckland, Metrix has deployed a total
of 45,000 meters. By late August new
installations were set to increase to
2,000 per week.

The installation of the Metrix smart
meter solution opens up a range of
possibilities for the delivery of future
smart retail offerings by its energy
retailing clients, including Mercury
Energy. Metering is transforming from
simple consumption data collection
to truly smart technology. Early
advantages for consumers will include
the elimination of estimated reads,
remote reading not requiring
access to the property, potentially
faster switching between retailers
due to on-demand reads, tariffs
tailored for consumption and richer
information to help consumers
manage their electricity use.

The choice of smart meter
technology is being driven by
a number of factors including
population density, topography
and customer requirements.

The primary metering platform

we are deploying for dense urban
environments is radio mesh enabled
meters, supplemented by GPRS
enabled meters. The technology being
installed is designed to be flexible

and future proofed, enabling it to be
adapted and upgraded as requirements
develop, including possible Home

Area Network (HAN) applications.

Providing monthly meter readings
to Mercury Energy’s customers is the
traditional core of the business. In the
12 months to the end of June 2009,
Metrix provided 5.2 million manual
meter readings. However this
business model is now changing
with the advent of smart meters.
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The past year has signalled
important changes to the Metrix
business. Opportunities for service
provision in other sectors are being
pursued. In conjunction with an
expanded service offering, Metrix
will continue its operational separation
from Mercury Energy. Across the
sector there is a need for efficient,
effective and, most importantly,
uniform metering information
delivering consistent, rich data to
retailers. Metrix is well positioned
to provide this service to retailers
beyond Mercury Energy.

Mighty River Power Limited

METRIX



Corporate Responsibility

For Mighty River Power corporate
responsibility simply makes good
business sense. This approach is
central to the way the business
operates every day, and is not altruism
or philanthropy. In practice, corporate
responsibility at Mighty River Power
is complying with relevant laws and
regulations and the Company adapts
accordingly to shifting societal values
and expectations. Agreed business
principles help inform our actions
and conduct. Through these we
integrate corporate responsibility
into our day-to-day operations.
Evidence of the principles and our
responsible approach to business can
be seen within three key areas; people,
the environment and community.

People

We have experienced an exciting
period of business growth and
achieved a record financial
performance in the last 12 months.
Our people were the key differentiating

factor in delivering that excellent result.

There has been an alignment of
effort across the business units despite
the challenges of a geographically
diverse workforce, with a significant
rise in employee engagement shown
in the employee survey.

For the record:

Health & Safety

The health and safety of our people is
paramount and our health and safety
management system aims to eliminate
work related injuries on our sites.

Data for the year in review shows:

Total annual lost time injuries

2009 2008
Employees 3 2
Contractors 5 13
Total 8 15

Total annual lost days due to injury

Employee Remuneration
Employees of Mighty River Power
and its subsidiaries, not Directors
or the Chief Executive who received
remuneration and other benefits

in excess of $100,000 numbered:

Employees 1 14 Remuneration Bands Number
Contractors 20 5 $100,001 $110,000 55
Total 31 19 $110,001 $120,000 24
$120,001 $130,000 19
Absenteeism 1.47% 1.32% $130,001 $140,000 9
$140,001 $150,000 13
Employees $150,001 $160,000 6
Total employees 843 752 $160,001 $170,000 8
$170,001 $180,000 4
Employment type $180,001 $190,000 5
Permanent Full Time 716 616 $190,001 $200,000 3
Permanent Part Time 33 83 $210,001 $220,000 5
Fixed Term 78 30 $220,001 $230,000 1
Casual 16 23 $230,001 $240,000 7
$250,001 $260,000 3
Staff turnover $270,001 $280,000 2
Voluntary 12.2% 17.4% $300,001 $310,000 1
Involuntary 55% 8.5% $330,001 $340,000 1
Total 17.7% 25.9% $360,001 $370,000 1
$370,001 $380,000 1
Apprentices 60 60 $380,001 $390,000 1
$440,001 $450,000 1
Graduate Programme members 12
The Chief Executive’'s remuneration for
Summer internships 14 10 the year in review was $1,255,394. This

Staff enrolled in Kiwisaver  53% 51%

Mighty River Power Limited

included base salary, a performance
payment for 2007/2008 and a retention
payment.
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Corporate Responsibility

Environment

The performance of our business

is intrinsically linked to our care
and respect for the environment.
We are committed to understanding,
managing and minimising the
environmental impact of our
business operations. We take a
custodial approach to the resources
we utilise, with a strong preference
for renewable energy sources —
geothermal, water and wind.

Water Use

We aim to achieve maximum efficiency
and output from the hydro system.
Water use for hydro generation is
non-consumptive and water is
generally only spilled if required by the
regulating authority (for tourism or to
meet minimum environmental flows),
during floods, outages, or when stations
are undergoing planned maintenance
or plant testing.

During the year in review Mighty
River Power spilled 101GWh water
(mainly the result of a large flood
in July 2008) in the Waikato Hydro
System, in addition to the required
tourism spill at Aratiatia Rapids
(which was reduced in the 2008
drought).

Energy lost 2009 2008

(GWh) (GWh)
Tourism' 12.8 11.0
Other? 101.8 0.9

" Mighty River Power has a regulatory requirement
to schedule daily releases down the Aratiatia
Rapids for tourism purposes.

Z0ther includes transmission constraint, cost
and obstruction, plant malfunction, planned or
unplanned outages and hydraulic constraint.
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WCEET Funding
Mighty River Power funds the Waikato
Catchment Ecological Enhancement

Trust (WCEET). The Trust funds projects,

which protect and enhance the ecology
and biodiversity of the Lake Taupo
and Waikato River catchment.

In the financial year WCEET
awarded funding to 21 organisations
undertaking environmental
enhancement projects in the
Waikato region.

Compliance

Our generation activities all operate
under resource consents. For the year
in review all our operations achieved

a high level of compliance with the
conditions required by these consents.
There were no enforcement actions
by regulatory authorities.

G-Force

G-Force is a company-wide internal
environmental programme which
encourages staff at all sites to take
action to reduce waste and conserve
energy. The past year has seen staff
continue to reuse or recycle, reduce
waste to landfill, use less electricity
and reduce paper use.

Greenhouse Gas Emissions

Direct emissions are down significantly on 2008 (less 108,724 tonnes), mainly

due to the reduced use of the Southdown gas-fired plant in the year under review.
Our indirect emissions have increased on the prior year, but this is due to improved
measurement and reporting rather than changes to our internal footprint.

2009 2008
Co, Tonnes Tonnes
Direct 482,429 591,153
Indirect’ 4,475 1,603

Total

486,904 592,756

" Includes emissions from the production of electricity from all plant (including those where we hold minority
equity share). Excludes emissions from bioenergy production, all construction and drilling projects,
2 Includes internal electricity consumption, employee air travel, car rental, mileage and taxi usage, but

excludes waste disposal and paper usage.

Mighty River Power Limited



Community

Our continued successful
operation relies on the goodwill

of the communities in which we
operate. Like any neighbour, we
consider ourselves part of those
communities, actively participating
in, and supporting, local initiatives.

Sponsorships

Sponsorship support is given to
groups and organisations linked to our
business, with a focus on community
programmes and initiatives that
protect the environment and develop
the community. In the past year our
main sponsorships were; The Starship
Foundation (through Mercury Energy),
Rowing New Zealand (including the
Karapiro 2010 World Rowing
Championships), Waikato River

Trails, Ironman New Zealand,
Mangatautari Ecological Island

Trust and the Waikato Museum.

Donations

Mighty River Power makes a range
of donations to charities or not-for-
profits in the regions where we
operate. Our donations in the year
were $200,000, given to more than

40 different charities or not-for-profits.

This included a series of one-off
donations (totalling $100,000)

to various community groups to

mark our 10th year celebrations.

River Flow and Lake Level Requests
Community and recreational groups
benefited from Mighty River Power
accommodating changes to river
water flows and lake levels. In the
last financial year the Company
actioned 33 water releases from

35 requests, totalling 84 days.

Stakeholder Engagement

It's important that people know what
we are doing as a business, especially
when it may affect them. It's also
important for us to know what they
think. So we talk to people every day.
Engaging with our stakeholders is
something we do in a variety of ways.

Our partnership and joint venture
approach makes building and
maintaining relationships with Maori
an important part of our business. With
iwi we participate in formal hui, have
regular informal contact and undertake
consultation across a broad range of
issues. We also belong to partnership
committees that meet regularly.

For the public, our website hosts
a wealth of information, quarterly
newsletters were emailed to
stakeholders and all media
releases were openly available.

In the communities where our power
stations operate and are being built we
provide a wide range of communication
channels, including forums, open days,
consultation processes and briefings.

We want to know what our
customers are thinking so we ask them
—each month a ‘customer satisfaction’
survey is conducted by Mercury Energy.
During the year in review our award-
winning Contact Centre handled almost
600,000 calls and the Mercury Energy
website received 640,000 visits.

Mighty River Power Limited

Corporate
Responsibility
In Action.
A Geothermal
Renaissance.

A clear example of corporate
responsibility in action can be seenin
our world-class geothermal business.

In a short space of time we have
built significant plant capacity, people
capability and become a true neighbour
to the communities we operate within.

Geothermal is the most effective,
efficient and environmentally friendly
form of reliable energy available to
New Zealand. With the commissioning
of the Kawerau Geothermal Power
Station last year, we now own and/or
operate more than 270MW of
geothermal generation capacity,
reducing the country’s need to produce
electricity from fossil fuels.

In addition to these environmental
benefits, geothermal plant development
is good for the business and for the
country. Relatively speaking, the
developments are located near to
demand, reducing transmission
investment and delivering a 24/7
security of supply.

Underlying our geothermal
success are strong partnerships,
built over many years. Working with
Maori Land Trusts, we invested in
establishing trust and building
understanding ahead of any
development. This has delivered
commercially successful partnerships
which are driving the growth in
geothermal that we now all enjoy.

Our geothermal workforce is one
of the best in the world. Mighty River
Power’s geothermal know-how has put
us amongst the world’s top geothermal
operators. Currently employing 90 staff
in geothermal, we offer an exciting
career path and provide opportunities
for people to enhance their skills and
capabilities even further. Leveraging
our skills and knowledge offshore
is a very real future prospect and
will offer exciting opportunities
to the right people.
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Board of Directors

Carole Durbin (Chair) Bcom, LLB (Hons), FinstD, FAMINZ
Before becoming Chair of Mighty River Power, Carole
Durbin was Deputy Chair of the Board and was part
of the Company’s establishment group.

Interests:

Chair: Legal Services Agency

Director: Fidelity Life Assurance Company Limited
Director and Trustee: Southern Cross Healthcare Group
Consultant: Simpson Grierson

Trevor Janes BCA (Econ), CA, FCFIP, FinstD

Trevor Janes was appointed to the Mighty River Power Board
in June 2005 and is Chair of the Company’'s Risk Assurance
and Audit Committee. He is an investment banker and
financial analyst.

Interests:

Deputy Chairman and Audit Committee Chairman:
Abano Healthcare Group Limited

Member, Investment Committee of the Board:
Accident Compensation Corporation

Director and Shareholder: Selenium Corporation Limited

John Baird (Deputy Chair)
BSc, BA, MA (Hons), Rhodes Scholar, Dip Marketing (UK)

John Baird was appointed to the Board of Mighty River
Power in May 2004. In addition to holding various
Directorships, John has been Managing Director

of several consumer products businesses and is

a member of the Waitangi Tribunal.

Interests:
Chair: Motion Industries Limited

Director: Sleepyhead Manufacturing Company Limited
and subsidiaries

Director and Shareholder: South Island Forklifts Limited
Director and Shareholder: SIF Properties Limited
Director and Shareholder: 4PL Limited

Trustee: Foundation for Youth Development

Member: Waitangi Tribunal Governance Group

Diana Crossan 8a

Diana Crossan has been a Director of Mighty River

Power since her appointment in November 2007. She has
previously held a number of Government and private sector
management positions. Diana is currently the Retirement
Commissioner.

Interests:
Chair: Whai Rawa Management Limited
Chair: Orangi Kaupapa Trust

Chair: New Zealand Institute of Research on Ageing
at Victoria University

Chair: Refugees in Business, Wellington
Board Member: Refugee Services
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Director and Shareholder: Trinity Hill Limited and various
subsidiary and associated companies

Director and Shareholder: Rovert Investments Limited
Director: ProCare Health Limited

Chairman: Salvus Strategic Investments Limited
Director: Sapphire Currency Fund Limited

Director: Public Trust Office

Director and Shareholder: LPF Group Limited

Sandy Maier Jp,BA

Sandy (Samford) Maier was appointed as a Director

of Mighty River Power in April 2002 and is Chair of the
Company’'s Human Resources Committee. Sandy has a
consulting firm specialising in corporate strategy and
governance, finance and human resources.

Interests:

Chairman and Shareholder:
Geon Group Limited and subsidiaries

Chairman: Pathfinder Asset Management Limited

Director: McConnell International Limited and subsidiaries

Chairman: Oyster Bay Marlborough Vineyards Limited

Director: Perpetual Capital Management Limited

Director: Fronde Systems Group Limited

Director: Taranaki Investment Management Limited

Director and Shareholder:
UCG Investments Limited and subsidiaries

Chairman: Click Clack Limited

Chairman: Ngai Tahu Investment Sub-Committee

Chairman and Shareholder: Directions Understanding
Governance Limited

Director and Shareholder: Maier Limited

Director and Shareholder: Tilda Limited




Neil Ranford DipTchg, BSc, BE (Hons), MinstD

Neil Ranford has been a Director of Mighty River Power
since his appointment in November 2006. He has extensive
management experience within the construction industry
and has an engineering background.

Interests:

Director and Shareholder: Rose’s Alterations Limited

Director: Waitakere Properties Limited

Keith Smith scom, Fca

Keith Smith was appointed a Director of Mighty River Power
in May 2009. Keith was previously Deputy Chair of Genesis
Power Limited (1999-2006), a senior partner in the national
accounting practice BDO Spicers and is a past President

of the New Zealand Institute of Chartered Accountants.

Interests:

Trustee: NC and CG Ranford Family Trust

Chairman: Enterprise Motor Group Limited and subsidiaries

Trustee: Upland Trust

Director: H J Asmuss & Co Limited

Chairman: Mobile Surgical Services Limited

Chairman: PGG Wrightson Limited and subsidiaries

Tania Simpson BA, MMM

Tania Simpson was appointed as a Director of Mighty
River Power in November 2001. She has held a number
of management positions with a focus on social policy,
economic development and Treaty-related matters.
Tania is of Ngati Maniapoto and Ngati Manu descent
and is @ member of the Waitangi Tribunal.

Interests:

Chairman: NZ Farming Systems Uruguay Limited

Chairman: The Warehouse Group Limited and subsidiaries

Chairman: Tourism Holdings Limited

Director and Shareholder: Kowhai Consulting Limited

Director: Oceania Group Limited

Director: Landcare Research New Zealand Limited

Trustee: Kowhai Trust

Trustee: Tui Trust

Member: Waitangi Tribunal

Mighty River Power Limited

Director: Electronic Navigation Limited and associated companies
Director: Goodman (NZ) Limited and subsidiaries

Chairman: Healthcare Holdings Limited and subsidiaries
Director: Tindall Family Holdings Limited and subsidiaries

Joan Withers wmBa, AFinstD

Joan Withers was appointed to the Mighty River Power
Board in August 2009. Joan was previously a Director of
Meridian Energy Limited (1999-2005), Chief Executive Officer
of Fairfax Media New Zealand Limited and is the author

of A Girl's Guide to Business.

Interests:
Director: Auckland International Airport Limited
Trustee: Sweet Louise Foundation

Disclosures of General Interest pursuant to Section 140(2 of the Companies
Act 1993 as at 26 August 2009.
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Corporate Governance

The Board of Mighty River Power is
guided by best practice corporate
governance and adheres to a
comprehensive Board Charter.
A State-Owned Enterprise, Mighty
River Power operates under a
corporate governance framework
consisting of its legal requirements
(such as the Companies Act 1993
and the State-Owned Enterprises
Act 1986) and formal and informal
practices adopted by the Board.
Although Mighty River Power is a
State-Owned Enterprise it received
no direct financial assistance from
the Government. The Company made
no financial or in-kind donations
to any political parties, politicians
or related institutions.

Role of the Board

The Board is responsible for the

overall direction of Mighty River

Power’s business and other activities

on behalf of shareholding Ministers.

The Company'’s principal objectives

are to operate as a successful

business and to be:

+ as profitable and efficient as
comparable businesses not
owned by the Crown;

» an employer that operates policies
which are judged to be fair and
equitable in their treatment of
all staff in all aspects of their
employment;

» an organisation that displays
an informed sense of social
responsibility by having regard to
the interests of the communities in
which the Company operates and
by supporting these communities
when able to do so;

« aleader in achieving the objectives
of sustainable development -
working to achieve sustainable
development for the communities
in which the Company operates
through world's best management
of generation resources.
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Board Membership

The Board is made up of nine non-
executive Directors. Their profiles
can be read on pages 20-21.

Board Committees

To assist Directors to carry out their
duties, the Board has two standing
committees. Other ad hoc committees
may be formed from time to time.

Risk Assurance and Audit Committee
The Risk Assurance and Audit
Committee’s role is to provide
assurance to the Board that risks

and threats to the business are being
managed properly. The committee also
reviews the performances of internal
and external auditors. Internal audit

is outsourced to Deloitte. All Directors
are invited to attend the Risk Assurance
and Audit Committee meetings and
are provided with copies of meeting
minutes and any reports received

by the committee.

Human Resources Committee

The Human Resources

Committee’s primary role is to
consider organisational matters

and remuneration policies concerning
the Company's employees and
assure the Board of the Company's
development of people capabilities
and competencies.

Board Performance Review

Each year, the Board evaluates the
performance of the Board as a whole
and of the Chair. This is done using a
variety of techniques including external
consultants, questionnaires and Board
discussion. The Chair’s performance

is reviewed by all Directors and is

then discussed with the Chair.

Planning

The Board held a strategic planning
session and other review sessions this
year. It also approved the Company's

Mighty River Power Limited

draft Statement of Corporate Intent
for shareholder approval, business
plan, and budgets as part of its
normal functions.

Risk Management

It is a Board responsibility to identify
and control the Company’s business
risks. Major policies which are
subject to the Board's approval and
review include capital investment,
treasury, electricity trading and risk
management, accounting and financial,
insurance and delegated authority
limits. As part of managing its broader
risk profile, the Board recognises the
importance of full compliance with
laws controlling environmental
activities, management of natural
resources, health and safety in
employment, working conditions
within buildings and customer health
and safety. The Board monitors the
Company's compliance with relevant
statutes through the regular reports
it receives from management.

Auditor Independence

The Board's policy on auditor
independence from management
places responsibility for managing the
relationship with the Risk Assurance
and Audit Committee. During the year
the Board reviewed the Company's
relationship with the auditor of the
financial statements, Brent Penrose
of Ernst & Young, on behalf of the
Auditor-General. This review
confirmed the present audit
arrangements and noted no need

to change them. The Risk Assurance
and Audit Committee also reviewed
the scope of services provided to
Mighty River Power by Brent

Penrose of Ernst & Young. This
review confirmed no issues

around auditor independence.



Responsibility Statement

The Board of Directors has
responsibility for ensuring the
Company has effective policies in
place to manage its risks. The Board
decides the level and nature of the
risks which are acceptable to the
Company. The Chief Executive has
overall responsibility for the day
to day running of the Company
and the day to day management
of normal business risk.

Statement of Corporate Intent

In accordance with its obligations
under the State-Owned Enterprises
Act, the Company publishes an
annual Statement of Corporate
Intent as approved by its shareholders,
which communicates the goals and
strategies of the Company and
outlines its expected performance.
This document also contributes to
Mighty River Power’s disclosure
obligations.

Indemnity and Insurance

Mighty River Power Limited has
resolved to indemnify Directors and
employees for any costs or liabilities
referred to in Section 162 (3) and
162 (4) of the Companies Act 1993.
The Company has arranged insurance
for those Directors and employees
in respect of any liability or costs
referred to in Section 162 (5) of

the Companies Act 1993.

Loans to Directors
There were no loans by the Group
to Directors.

Directors’ use of Information

There were no notices from
Directors of the Group requesting

to use Company information received
in their capacity as Directors which
would not otherwise have been
available to them.

Corporate Responsibility

The Board supports the Company's
position that corporate responsibility is
part of the fabric of Mighty River Power.
It is not altruism or philanthropy, but
rather, part of the Company’s everyday
approach to good business. More
detail on the Company’s approach to
corporate responsibility can be read

in the body of this report and viewed
on the Company website.

Code of Ethics

Mighty River Power's Directors comply
with a Code of Ethics setting out the
ethical and behavioural standards
expected company-wide. The Code

of Ethics cover Directors’ obligations
in performance of their duties. A copy
of this document is available on the
Company website.

MIGHTY RIVER POWER BOARD

Board
Board meetings
member attended* R ation Notes
Carole Durbin, Chair 10 $100,328
John Baird, Deputy Chair 10 $62,705
Diana Crossan 9 $56,283
Dr Graham Hill 7 $50,164  (resigned 30/06/09)
Trevor Janes 10 $55,102
Sandy Maier 9 $50,242
Neil Ranford 10 $50,164
Sir Paul Reeves 6 $38,014  (resigned 30/04/09)
Tania Simpson 10 $50,164
Keith Smith 1 $8,100 (appointed 01/05/09)

* Ten meetings held

Mighty River Power Limited
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Financial and Commercial
Performance Targets

2009 2009

Financial Performance Targets actual target
Return on Average Shareholders' Equity (%) 6.5 5.7
Total equity/Total assets (%) 59.7 56.6
Free funds from operations/interest expense (x) 6.7 5.5
Non-financial Performance Targets
Retain upper quartile ranking in Consumer
NZ Survey of electricity suppliers’ performance Yes Yes
Customers rate Mercury Energy
8/10 for customer satisfaction (%) 50 60
Comply fully with Electricity Commission Guidelines
for medically dependent and vulnerable customers Yes Yes
No enforcements by regulatory authorities arising from
breach of environmental controls and standards Yes Yes
Optimisation of power plant reliability:

- plant availability' (%) 92.6 94.0

- forced outage factor? (%) 1.3 <1.7
Maintain the group’s Enviro-Mark diamond status® Yes Yes
Report greenhouse gas emissions in accordance
with international standards Yes Yes
Lost time accidents* 0.32 <1.0

' Percentage of time generation plant is available for use

? Percentage of time generation plant is unavailable for use due to unplanned outages

3 Enviro-Mark is an environmental management system aimed at achieving health,
safety, and environmental legal compliance, reducing environmental risk, increasing
resource use efficiency (ie waste, water, energy, and raw materials) and improving
status with stakeholders by demonstrating environmental commitment

* Employees and contractors working on our sites, per 100,000 hours worked
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Directors’ Responsibility Statement

The Directors are responsible

for ensuring that the financial
statements comply with generally
accepted accounting practices and
represent a true and fair view of
Mighty River Power Limited's financial
position as at 30 June 2009, and of the
financial performance and cash flows
for the current financial year.

The Directors consider that the
Group and Company'’s financial
statements have been prepared using
the appropriate accounting policies,
that these have been consistently
applied and are supported by
reasonable judgements and
estimates, and that all relevant
financial and accounting standards
have been followed.

The Directors believe that proper
accounting records have been kept
which allow for the determination of
the Company'’s financial position with
reasonable accuracy, and that the
financial statements themselves
comply with the Financial Reporting
Act 1993 and the Companies Act 1993.

The Directors consider that
they have taken adequate steps to
safeguard the Company’'s assets
and to prevent and, where necessary,
detect fraud and any other
irregularities.

The Auditor-General is required
to be the Company's auditor, and has
appointed Mr Brent Penrose of Ernst
& Young to undertake the audit on
his behalf.

The Directors are pleased to present
Mighty River Power Limited's annual
report and financial statements for
the year ended 30 June 2009.

Events Subsequent to Balance Date
The Directors are not aware of any
circumstances since the end of the
year that has significantly or may
significantly affect the operations

of the Group.

Annual Report Certificate

This Annual Report is dated 26 August,
2009 and is signed on behalf of the
Board by

CAROLE DURBIN

Chair
26 August 2009

9y ZJ

JOHN BAIRD
Deputy Chair
26 August 2009

Mighty River Power Limited
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Audit Report

TO THE READERS OF MIGHTY RIVER
POWER LIMITED AND GROUP'S
FINANCIAL STATEMENTS FOR

THE YEAR ENDED 30 JUNE 2009

The Auditor-General is the auditor
of Mighty River Power Limited (the
company) and group. The Auditor-
General has appointed me, Brent
Penrose, using the staff and resources
of Ernst & Young, to carry out the audit
of the financial statements of the
company and group, for the year
ended 30 June 2009.

Unqualified Opinion

In our opinion:

« The financial statements of the
company and group on pages

28 to 60:

« comply with generally
accepted accounting practice
in New Zealand;

« comply with International
Financial Reporting
Standards; and

* give atrue and fair view of:

» the company and group’'s
financial position as at
30 June 2009; and
« the results of operations and
cash flows for the year ended
on that date.
« Based on our examination the
company and group kept proper
accounting records.

The audit was completed on
26 August 2009, and is the date at
which our opinion is expressed.
The basis of our opinion is
explained below. In addition, we
outline the responsibilities of the
Board of Directors and the Auditor,
and explain our independence.

Basis of Opinion

We carried out the audit in accordance
with the Auditor-General's Auditing
Standards, which incorporate the

New Zealand Auditing Standards.

We planned and performed the
audit to obtain all the information and
explanations we considered necessary
in order to obtain reasonable assurance
that the financial statements did not
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have material misstatements, whether
caused by fraud or error.

Material misstatements are
differences or omissions of amounts
and disclosures that would affect a
reader’s overall understanding of the
financial statements. If we had found
material misstatements that were not
corrected, we would have referred
to them in our opinion.

The audit involved performing
procedures to test the information
presented in the financial statements.
We assessed the results of those
procedures in forming our opinion.

Audit procedures generally include:

+ determining whether significant
financial and management controls
are working and can be relied on to
produce complete and accurate data;

« verifying samples of transactions
and account balances;

« performing analyses to identify
anomalies in the reported data;

« reviewing significant estimates
and judgements made by the
Board of Directors;

» confirming year-end balances;

» determining whether accounting
policies are appropriate and
consistently applied; and

» determining whether all financial
statement disclosures are adequate.

We did not examine every transaction,
nor do we guarantee complete
accuracy of the financial statements.
We evaluated the overall adequacy
of the presentation of information in the
financial statements. We obtained all
the information and explanations we
required to support our opinion above.

Responsibilities of the Board

of Directors and the Auditor

The Board of Directors is responsible
for preparing financial statements in
accordance with generally accepted
accounting practice in New Zealand.
The financial statements must give

a true and fair view of the financial
position of the company and group as
at 30 June 2009 and of the results of
operations and cash flows for the year
ended on that date. The Board of

Mighty River Power Limited

Chartered Accountants

Directors’ responsibilities arise from
the State-Owned Enterprises Act 1986
and the Financial Reporting Act 1993.

We are responsible for expressing
an independent opinion on the financial
statements and reporting that opinion
to you. This responsibility arises from
section 15 of the Public Audit Act 2001
and section 19(1) of the State-Owned
Enterprises Act 1986.

Independence
When carrying out the audit we
followed the independence
requirements of the Auditor-General,
which incorporate the independence
requirements of the New Zealand
Institute of Chartered Accountants.
In addition to the audit we have
carried out assignments in the area
of International Financial Reporting
Standards Advisory, which are
compatible with those independence
requirements. Other than the audit
and these assignments, we have no
relationship with or interests in the
company or any of its subsidiaries.
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BRENT PENROSE

Ernst & Young

On behalf of the Auditor-General
Auckland, New Zealand

Matters relating to the Electronic Presentation
of the Audited Financial Statements

This audit report relates to the financial statements of
Mighty River Power Limited and the group for the year ended
30 June 2009 included on Mighty River Power’s website.
Mighty River Power is responsible for the maintenance and
integrity of its website. We have not been engaged to report
on the integrity of the Mighty River Power website. We accept
no responsibility for any changes that may have occurred to
the financial statements since they were initially presented
on the website.

The audit report refers to the financial statements named
above. It does not provide an opinion on any other information
which may have been hyperlinked to / from these financial
statements

If readers of this report are concerned with the inherent
risks arising from electronic data communication they should
refer to the published hard copy of the audited financial
statements and related audit report dated 26 August 2009

to confirm the information included in the audited financial
statements presented on this website. Legislation in

New Zealand governing the preparation and dissemination

of financial statements may differ from legislation in

other jurisdictions.




Financial Statements



Income Statement

For the year ended 30 June 2009

Sales

Less line charges

Other revenue

Total revenue

Energy costs

Employee compensation and benefits

Contractors’ fees

Professional services

Operations costs

Other expenses
Total expenses

Note

Earnings before net interest expense, income tax, deprecia