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MIGHTY RIVER POWER 

Disclaimer and Important Information  

CAPITAL BOND ROADSHOW PRESENTATION 

Your attendance at this presentation constitutes your agreement to be bound by the following terms and conditions. Mighty River Power Limited (the 

Company) has registered a Simplified Disclosure Prospectus dated 6 June 2014 (Offer Document) in relation to an offer (the Offer) of interest bearing 

capital bonds (the Capital Bonds), a copy of which can be obtained free of charge at www.mrpcapitalbonds.co.nz.  

Applications for Capital Bonds can only be made using the application form included in or accompanying the Offer Document. All applicants will need 

to complete the application form in or accompanying the Offer Document. Please note that the application form included in the Offer Document during 

the Financial Markets Authority consideration period is an example only. Applications will not be accepted until the offer opens, which is expected to be 

on 18 June 2014 

Application has been made to NZX Limited (NZX) for permission to quote the Capital Bonds on the NZX Debt Market and all the requirements of NZX 

relating thereto that can be complied with on or before the date of this presentation have been duly complied with. However, NZX accepts no 

responsibility for any statement in this presentation. The NZX Debt Market is a registered market operated by NZX, which is a registered exchange, 

regulated under the Securities Markets Act 1988. 

This presentation may not be distributed to, or relied upon by, persons in the United States or in any other jurisdiction in which it would be unlawful to 

do so. In particular, the securities of the Company have not been, and will not be, registered under the United States Securities Act of 1933, as 

amended (the US Securities Act), or the securities laws of any state of the United States and may not be offered or sold in the United States unless 

such securities are registered under the US Securities Act, or an exemption from the registration requirements of the US Securities Act and applicable 

US state securities laws is available. Securities of the Company may not be offered or sold in any jurisdiction where it is unlawful to do so. Neither the 

Crown nor any other person guarantees the Capital Bonds, the Company or any obligations of the Company. 

The information in this presentation is of a general nature and does not constitute financial product advice, investment advice or any recommendation. 

Nothing in this presentation constitutes legal, financial, tax or other advice. The information in this presentation does not take into account the 

particular investment objectives, financial situation, taxation position or needs of any person. You should make your own assessment of an investment 

in the Capital Bonds based on the Offer Document and should not rely on this presentation. In all cases, you should conduct your own research on the 

Company and analysis of any offer, the financial condition, assets and liabilities, financial position and performance, profits and losses, prospects and 

business affairs of the Company and its business, and the contents of this presentation. You should seek legal, financial, tax and other advice 

appropriate to your jurisdiction. 

Neither this presentation nor the Offer Document contain any statements made by the Joint Lead Managers and to the maximum extent permitted by 

law each Joint Lead Manager (its related companies and each of their respective directors, officers, employees and agents) expressly disclaims all 

liability under this presentation and the Offer Document, including without limitation for any false, misleading or deceptive statements, including by 

omission made in the presentation or in the Offer Document 

CAPITAL BOND ROADSHOW PRESENTATION 2 



MIGHTY RIVER POWER 

Agenda 

CAPITAL BOND ROADSHOW PRESENTATION 

Offer Highlights 4 

Business Overview 5 – 14  

The Capital Bonds  15 – 19  

The Offer Process  20 – 22 

Appendix   23 – 26 

 

 

CAPITAL BOND ROADSHOW PRESENTATION 3 



MIGHTY RIVER POWER MIGHTY RIVER POWER 

Offer highlights 

CAPITAL BOND ROADSHOW PRESENTATION 

Ranking and security 
The Capital Bonds are unsecured and subordinated to all other indebtedness, other than 

indebtedness ranking equally with, or subordinate to, the Capital Bonds 

Offer amount Up to $250m, with the ability to accept up to $50m of oversubscriptions 

Credit rating 
The Capital Bonds have been assigned a BB+ rating by Standard & Poor’s. Mighty River 

Power’s long-term issuer credit rating is BBB+ (stable outlook) 

Interest Rate 

Minimum Interest Rate and Initial Margin set following Bookbuild - announced on or before 

Opening Date (18 June 2014). Interest Rate for first five years set on 9 July 2014 as higher of 

Minimum Interest Rate and sum of Swap Rate plus the Initial Margin 

Interest payments scheduled to be made quarterly in arrear 

Indicative rate range 6.80 -7.00% pa (first five years) 

Maturity 11 July 2044 

First Reset Date 11 July 2019 

Equity content 

The Capital Bonds have be assigned an intermediate equity content (50%) classification for 

quantitative purposes by S&P. Expected to reduce to minimal (0%) at the date falling 20 years 

before Maturity Date (11 July 2024) 

Optional early redemption  

Each Reset Date, any Interest Payment Date after a Reset Date if a Successful Election Process 

has not been undertaken, a Tax event, a Rating Agency Event or if the outstanding amount is 

less than $100m  

Deferral of interest 

An interest payment can be deferred at any time for up to five years at the sole discretion of 

Mighty River Power 

Distribution Stopper in place while any Deferred Interest payment remains outstanding 
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MIGHTY RIVER POWER MIGHTY RIVER POWER 

BUSINESS OVERVIEW 

5 CAPITAL BOND ROADSHOW PRESENTATION 

1. Based on Mighty River Power’s share price as at 31 December 2013 

2. Based on aggregated residential and business installation control points as at 31 December 2013 

3. The proportion of total equity weighted New Zealand generation that is generated annually from  a renewable resource, based on Mighty River Power’s percentage ownership of each power station  

4. Based on equity weighted generation volumes and taking into account hydrological volatility  

One of New Zealand’s largest electricity companies – with its core business based on low-

cost electricity generation complemented by sales to homes and businesses  

Market capitalisation of $3.0bn1 and enterprise value of $4.0bn1 

2 

4 
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BUSINESS OVERVIEW 
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MIGHTY RIVER POWER MIGHTY RIVER POWER 

Electricity sales 

BUSINESS OVERVIEW 

> Sells electricity to approximately 1-in-5 homes 

and businesses through multiple brands  

> Selling to over 380,000 customers  

> Mercury Energy is among the country’s 

longest-established major retail electricity 

brands 

> Niche market brands – GLO-BUG, Bosco 

Connect and Tiny Mighty Power  

7 

1. Based on fixed price variable volume sales.  MRP also uses derivatives such as Contracts for Difference as sales or for risk management purposes  

2. Source: Mighty River Power purchases and Transpower SCADA 
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MIGHTY RIVER POWER MIGHTY RIVER POWER 

Electricity generation  

BUSINESS OVERVIEW 

> Generates 15-17% of New Zealand’s annual 

electricity requirements  

> More than 90% renewable - hydro and 

geothermal  

> One of the world’s largest geothermal power 

station owners  

> successful track record in geothermal development 

and operation 

> Geothermal now makes up 40% of total annual 

generation  

> Considering options with Southdown 

> market interest and/or re-configurations  
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MIGHTY RIVER POWER MIGHTY RIVER POWER 

Five-year financial summary 

BUSINESS OVERVIEW 

1. In reporting Mighty River Power’s financial performance, there are a number of measures and terms that we consistently use and that we believe are useful measures for 

investors, but are not part of NZ GAAP standards we follow in preparing our financial statements. Further information can be found in the appendix of this presentation  

2. Impacted by fair value accounting of our interest rate swaps  
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MIGHTY RIVER POWER MIGHTY RIVER POWER 

Dividend policy 

BUSINESS OVERVIEW 

> Mighty River Power’s dividend policy determines payout by reference to: 

> working capital requirements and medium-term  asset  investment programme 

> sustainable financial structure recognising targeted long-term credit rating of BBB+ 

> having regard to risks from predicted short and medium-term economic, market and hydrological conditions, 

and estimated financial performance 

> Target dividend policy pay-out of 90 -110% of adjusted net profit after tax 

> Distribution Stopper (including dividends to shareholders) in place for Capital Bonds while any 

Deferred Interest payment remains outstanding 
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MIGHTY RIVER POWER MIGHTY RIVER POWER 

HY2014 highlights  

BUSINESS OVERVIEW 

 

Operating performance 

> Significant and ongoing effort into Health and Safety culture  

> Over 97% of production from renewables – geothermal reached 40% for the first time 

> Portfolio decisions delivering value 

> reduced commercial volumes to 2012 levels in lower price market  

> reduced high cost thermal generation 

> concentrated hydro generation when most valued by the market 

Financial performance 

> EBITDAF up 4% to $270m despite record low hydro inflows (quarter less hydro generation than 

HY2013) 

> Operating costs down $34m to $108m1  

> Capital expenditure down $95m to $51m 

> Interim dividend up 8% to 5.2 cents per share in line with PFI 

 

Post interim results  

> Fraser Whineray, GM of  Operations, appointed Chief Executive effective 1 September 2014  

> Metrix confirmed as preferred partner for Trustpower for smart meter roll out 

11 CAPITAL BOND ROADSHOW PRESENTATION 

1. Total expenses less energy costs, lines charges and other direct costs of sales, including third party metering  



MIGHTY RIVER POWER MIGHTY RIVER POWER 

Debt profile history  

 

BUSINESS OVERVIEW 

 

> Drawn debt of $1,075m and $255m of undrawn and uncommitted facilities as at 31 December 20131   

> Average duration to maturity was 4.9 years at 31 December 2013  

12 CAPITAL BOND ROADSHOW PRESENTATION 

1. Excluding facilities covering the re-issue of short term paper issued under Mighty River Power’s commercial paper programme  

2. In reporting Mighty River Power’s financial performance, there are a number of measures and terms that we consistently use and that we believe 

are useful measures for investors, but are not part of NZ GAAP standards we follow in preparing our financial statements. Further information can 

be found in the appendix of this presentation  
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Funding profile 

 

BUSINESS OVERVIEW 

 

> Proceeds of the Capital Bonds will be used for general corporate purposes, including  repayment of 

bank debt and extending the average term of funding profile 

13 

1. Excludes commercial paper maturities. Facilities covering the re-issue of outstanding commercial paper are illustrated as drawn  

2. US private placement are bonds issued to investors in the United States. Commercial paper or short term paper are short term (usually 
for less than 270 days) notes issued to wholesale investors as part of the programme  

CAPITAL BOND ROADSHOW PRESENTATION 

> Proceeds of the Capital Bonds will be used for general corporate purposes, including repayment of 

bank debt and extending the average term of Mighty River Power’s funding profile 



MIGHTY RIVER POWER MIGHTY RIVER POWER 

Illustration of ranking of Capital Bonds  

BUSINESS OVERVIEW 

 

1. This diagram is set out solely for the purpose of illustrating the ranking of creditors upon liquidation of  Mighty River Power.  This data will change over 

time 

2. This represents the total liabilities of the Mighty River Power consolidated group at 31 December 2013 inclusive of deferred tax, not all of which would be 

crystallised on liquidation. Liabilities on liquidation may be materially different. 

3. This does not include the Principal Amounts of any of the Capital Bonds issued under this Prospectus .  

4. Shareholders’ equity.  The NZX Main Board market value of the Shares in Mighty River Power at 31 December 2013 was $2,954.7 m illion, based on a 

market price of $2.13 per Share and 1,387.2 million Shares (excluding those Shares held by Mighty River Power as treasury stock).  
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The Capital Bonds 

CAPITAL BOND ROADSHOW PRESENTATION 
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MIGHTY RIVER POWER MIGHTY RIVER POWER 

Interest payments 

THE CAPITAL BONDS  

 

Interest Rate 

> Until First Reset Date, Interest Rate will be higher of: 

> Minimum Interest Rate; and  

> Swap Rate (as at the Rate Set Date) plus Initial Margin  

> Minimum Interest Rate and Initial Margin set following Bookbuild and announced on or before 

Opening Date 

> Before each Reset Date, Mighty River Power may propose that new terms and conditions (including 

new Interest Rate and Margin) apply to the Capital Bonds from the Reset Date through an Election 

Process  

> If no Successful Election Process occurs, Interest Rate for next five year period reset to sum of the 

Swap Rate on that Reset Date and Margin (including Step-up Percentage, currently 0.25%,  if not 

already added to Margin)  

Deferral of interest 

> Mighty River Power may at its sole discretion defer payment of interest at any time for up to five 

years  

> Distribution Stopper while any Deferred Interest is outstanding 

> Deferred Interest will itself accrue interest at prevailing Interest Rate 
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MIGHTY RIVER POWER MIGHTY RIVER POWER 

Key events 

THE CAPITAL BONDS 

Year 5 (2019) – Reset Date  

> Potential Election Process  

> Step–up in Margin (0.25%) if no Successful Election Process 

 

Year 10 (2024) – Reset Date 

> Potential Election Process 

> Standard & Poor’s equity content expected to reduce to minimal (0%) 

 

Early redemption:  

> Redeemable at par plus accrued interest at each Reset Date, a Tax Event or if the outstanding 

amount is less than $100m  

> Redeemable at the higher of par plus accrued interest and market value at any Interest Payment 

Date (other than a Reset Date) after a Reset Date if a Successful Election Process has not been 

undertaken or a Rating Agency Event  

> Mighty River Power believes that hybrid securities that are ascribed equity content such as the 

Capital Bonds are an effective capital management tool and intends to maintain such instruments as 

a key feature of its capital structure going forward 
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Election process 

THE CAPITAL BONDS 

CAPITAL BOND ROADSHOW PRESENTATION 18 



MIGHTY RIVER POWER MIGHTY RIVER POWER 

Comparison of instruments 

THE CAPITAL BONDS 

Mighty River Power 

Capital Bonds 

Genesis Capital 

Bonds 

New Zealand Post 

Notes 

Vector Capital 

Bonds 

Form Subordinated Subordinated Subordinated Subordinated 

Interest payments Discretionary Discretionary Discretionary Discretionary 

Cumulative Yes Yes Yes No 

Distribution Stopper Yes Yes Yes Yes 

Tenor 30 years 28 years1 30 years Perpetual 

Reset period 5 years 5 years 5 years 5 years 

Step-up  0.25% 0.25% 1.00% 1.00% 

Reset margin Election process Election process Remarketing Election process 

Equity content To year 10 To year 81 To year 10 Perpetual 
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The Offer Process 

CAPITAL BOND ROADSHOW PRESENTATION 
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MIGHTY RIVER POWER MIGHTY RIVER POWER 

Offer process 

THE OFFER PROCESS  
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MIGHTY RIVER POWER MIGHTY RIVER POWER 

Offer key dates 

THE OFFER PROCESS  

Prospectus registered Friday 6 June 2014 

Roadshow Wednesday 11 – Thursday 12 June 2014 

Bookbuild and Minimum Rate Set Date Tuesday 17 June 2014 

Firm allocations notified Wednesday 18 June 2014 

Opening Date Wednesday 18 June 2014 

Closing Date Tuesday 8 July 2014 (5.00pm) 

Rate Set Date Wednesday 9 July 2014 

Issue Date Friday 11 July 2014 

Expected date of quotation on NZX Debt Market Friday 11 July 2014 
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Appendix 

CAPITAL BOND ROADSHOW PRESENTATION 
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Non-NZ GAAP financial information – EBITDAF   

APPENDIX  
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* Includes employee compensation and benefits, maintenance expenses, sales and marketing costs, contractor’s fees, professional services costs and 

other expenses   
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Non-NZ GAAP financial information – NPAT to Underlying Earnings 

APPENDIX  
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Non-NZ GAAP financial information – Net Debt and Gearing Ratio 

APPENDIX  
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