











Corporate responsibility management
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Corporate responsibility management

One of Vodafone’s six strategic goals is to
be a responsible business. We believe that
responsible business practices are essential
to build a strong and sustainable company.
It’s also the right thing to do.

The way we manage corporate responsibility

is vital to our triple bottom line performance.

CR management covers a number of activities.

It means engaging with our stakeholders to

set the priorities and understand our impacts

and risks. It also means ensuring appropriate
accountability and understanding of CR issues
within the organisation to guarantee we are
operating to the highest standards. The upstream
impacts of our business must also be covered,

to look beyond the direct impacts of our business
to the behaviour of our suppliers.

More information
www.odafone.com/responsibility/ourapproach

www.yodafone.com/responsibility/policies

Local corporate responsibility management
In New Zealand our core values are represented
by our four passions:

Passion for customers

Passion for our people

Passion for results

Passion for the world around us

A focus for the year ahead is integrating our CR
KPlIs into our local planning and governance
processes. This will allow us to regularly track and
measure performance, and devolve accountability
for key performance indicators (KPIs) from the

CR team to those teams with ownership of
operational delivery. Our quantitative targets

for energy efficiency and mobile recycling will

be integrated in this manner, with operational
ownership taken by the Technology and Sales/
Marketing teams respectively. We also plan to
integrate our responsible marketing KPIs into the
business plan.

Corporate responsibility management

Global corporate responsibility management
Our global corporate responsibility priorities
are to:

Maintain high ethical standards
Understand and respond to stakeholders’
priorities

® Ensure our operating standards are consistent
across the Group

® Deliver on our promises in three key areas:
responsibility to our customers; reuse and
recycling of mobile phones; and energy
efficiency and climate change

® Capture the potential of mobile to bring
socio-economic value through access to
communications.

Vodafone New Zealand, along with all other
Vodafone companies, reports KPIs against these
priorities on a quarterly basis. These KPlIs include
performance against quantitative targets for
energy efficiency and mobile recycling, along
with qualitative measures of compliance against
Vodafone Group policy requirements. These
include requirements such as annual audits of
mobile recycling providers and the availability of
health information in our retail stores.

More detailed information is reported to Vodafone
Group on an annual basis. This information is
aggregated to form a full picture of Vodafone’s
global footprint and performance. The data

is published in the annual Vodafone Group
Corporate Responsibility Report. This report is
accompanied by other local operating company
reports such as this one, which focus on the
specific impacts within the local country.

The Vodafone Business Principles

In 2005 we launched an online training tool for
our Business Principles. All employees are required
to complete the training. This requirement is
integrated into our induction processes for new
employees. Existing employees must also take
the course. By March 2007 there were approximately
200 employees outstanding. Many of these
employees would be new arrivals yet to complete
the training, or people on secondment to other
Vodafone companies or on long-term parental leave.

To ensure we maintain awareness of the Business
Principles, and to measure our employees’
understanding and application of them, we intend
to implement an annual online quiz to test their
knowledge. We will also integrate questions on
the Business Principles into the annual employee
CR survey.

Vodafone’s six global strategic goals

® Delight our customers

® Build the best Vodafone team

® |everage global scale and scope

Expand market boundaries

® Bearesponsible business

® Provide superior shareholder returns



www.vodafone.com/responsibility/ourapproach
www.vodafone.com/responsibility/policies

Corporate responsibility management

Executive accountability for corporate
responsibility initiatives

James Marsh

Director of Finance

Michael Stanley

Supply chain

Corporate responsibility management

Members of the Vodafone New Zealand
executive team have responsibility for the
corporate responsibility programmes which

fall within their business unit’s operations.

Tom Chignell, the General Manager of Corporate
Affairs, is the member of the executive team
with responsibility for corporate responsibility.

The CR team is also responsible for stakeholder
engagement (see page 13), and the production
of this annual Corporate Responsibility Report.
Anindependent third party audits the contents
of the report to ensure it represents an accurate
and fair account of our performance. See page 40
for their assessment of this report.

Director of Human
Resources

Employees Ultimate responsibility for CR rests with CEO

Russell Stanners.

The local corporate responsibility team has
specific stewardship over our passion for the
world around us — oversight over our impacts
on the environment and local New Zealand
communities. This incorporates the day-to-day
management of the Vodafone New Zealand
Foundation.

Grant Hopkins

Director of Sales Mobile recycling

Phil Patel
Director of
Marketing

Products and
services

Responsible
marketing

Russell Stanners
CEO

Ken Tunnicliffe
Director of
Technology

Management of corporate responsibility

Chief Executive
Officer

Health and our
technology

Environment
and waste

Andrea Midgen
Director of
Customer Care

Vodafone NZ
Foundation

GM Corporate

Tom Chignell Affairs

GM Corporate
Affairs

Corporate
responsibility

Head of Corporate
Responsibility

David Kreider
GM Legal

Corporate
Responsibility
Manager

Environmental
Manager

Foundation
Manager

Mark Rushworth

CEO, ihug
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Supply chain

Vodafone is a global business. With an
annual spend of over $50 billion we have
the potential for great influence through

the ethical management of our supply chain.
We believe that a consistent message across
all major buyers of IT and communications
equipment is needed to persuade suppliers
that acceptable labour and environmental
standards are essential to do business in
the modern world.

Vodafone does not have any manufacturing
facilities. We source all of our equipment for our
networks and the handsets we sell from third-
party manufacturers, who themselves source
components and assembled products from
other suppliers. Locally, all of our handsets and
the majority of our technology is sourced from
outside New Zealand.
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More information
www.vodafone.com/start/responsibility/
supply_chain.html

WWW.gesi.org

Global approach to supply chain management
Our Code of Ethical Purchasing (CEP) sets out

our expectations of all suppliers. Last year CEP
requirements were integrated into our new global
supplier qualification process, to ensure that all
new suppliers are aware of our expectations at the
first point of contact.

Our integration of CR assessments into standard
supply chain process has gained recognition at
the global level. Vodafone was awarded a 2007
European Leaders in Procurement Award for
corporate responsibility in recognition of our
emphasis on CR issues within our global supplier
performance management programme.

Global site evaluations

Last year we undertook 17 global supplier site
evaluations. Over half of the site audits last

year were part of the new supplier qualification
process. Two thirds of these evaluations were
conducted in Asia. The evaluations included four
handset and network equipment providers, three
infrastructure providers, three software providers,
four handset suppliers and one battery supplier.

Supply chain

One potential supplier candidate failed to reach
the criteria required to qualify as a Vodafone

supplier. The supplier will not be approved until
sustained improvements are made and verified.

To extend our influence further we also encourage
our suppliers to have their own supplier engagement
programmes. Two sub-tier handset supplier sites
were also assessed, in conjunction with our first-
tier suppliers responsible. From the 17 site
evaluations conducted over the past year a total
of 58 recommendations forimprovement were
made, the majority of which were for health and
safety issues.

Vodafone Group is also active members of the
Global e-Sustainability Initiative (GeSl). Through
GeSl we are working to establish a common
industry approach to supplier assessment

and engagement. Through collaboration

with the Electronic Industry Code of Conduct
Implementation Group (EICC) over 30 major ICT
companies are contributing to a consistent set

of tools and processes for improving supply chain
CR performance across the industry.

Recommendations for improvement (RFls) identified in global site evaluations

Category No. of RFIs Performance issue Policy only issue
Child labour 0 - -
Forced labour 2 - v
Health and safety 39 v v
Freedom of association 1 - v
Discrimination 1 - 4
Disciplinary practices 4 v v
Working hours 2 v -
Payment 0 - -
Individual conduct 0 - -
Environment 4 v v
Implementation 5 v -

Supply chain management in New Zealand
Our local focus is to ensure we're managing

CR risks appropriately and are aligned with

our global processes. Although the majority

of our products and technology is sourced from
overseas, we maintain the same standards of
behaviour for our New Zealand suppliers, whose
businesses cover services such as marketing,
advertising, utilities supply, office supplies,
audit, contracting and consultancy.

Approximately 80 percent of our existing

local top-level suppliers have signed up to the
Code of Ethical Purchasing (CEP). For the year
ahead we intend to further integrate social and
environmental criteria into our local supplier
qualification process, in line with Vodafone’s
global supplier approval process.
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www.vodafone.com/start/responsibility/supply_chain.html
www.gesi.org

Supply chain

This local process will include an assessment

of all new suppliers, including acceptance of the
CEP and management of corporate responsibility
issues in their own supply chain. Should the local
risk assessment show any cause for concern,

the supplier will then be required to go through
the existing global qualification process.

The process involves completing a detailed
self-assessment before they can progress to

the next stage of qualification. All medium and
high-risk suppliers identified through this process
will be referred for an audit. In some cases a site
assessment may also be necessary. The supplier
will only qualify as a Vodafone global supplier
after all of these requirements have been met

to our satisfaction.

Vodafone’s global supplier approval process

Potential
suppliers

Last year we evaluated our largest local supplier,
Telecom New Zealand. Our annual spend with
Telecom is over $100 million, mostly the cost to
interconnect mobile calls to Telecom’s network.
The assessment covered five of our six pillars of
supplier performance management (see diagram),
including corporate responsibility criteria which
make up 10 percent of the overall score.

Whistle blowing programme

Last year we launched the ‘Speak Up’ whistle
blowing programme to our New Zealand
suppliers. This provides our suppliers and their
employees, alongside our own supply chain
teams, a means to confidentially report ethical
concerns. Speak Up allows two routes for raising
issues; through Vodafone’s Group Fraud Risk and
Security Department or directly via a 24-hour
third-party confidential telephone hotline.

Brand
stability

Corporate

responsibility portfolio

Technology

Delivery
capacity

Quality

Commercial
management

Six pillars of supplier performance management

Registration

Self-assessment

Qualification

Supplier assessment and
qualification process

Approved
Vodafone
supplier
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Stakeholder engagement

Our stakeholders are the heart of our business.
They’re our employees, our customers, our
shareholders and everyone else that’s touched
by our operations, products and services.
Engaging with our stakeholders is a daily
occurrence. The duty of the corporate
responsibility team is to ensure we’re
engaging with a wide range of our stakeholders,
including those without a direct impact on our
operations or those whose voice otherwise
might not be heard. These include organisations
with an interest in the social and environmental
impacts of our business.

Stakeholder engagement strategy

In New Zealand we have many engagement
channels. For example, we have long-running
surveys of customer satisfaction; surveys of our
employees on workplace issues; discussions
with the government on telecommunications
matters; engagement with our suppliers; and
meetings with local residents about building
our network equipment.

Deadline

(L)

More information

www.vodafone.com/responsibility/dialogues
www.yodafone.com/responsibility/engagement

Our CR stakeholder engagement strategy is designed
to complement our existing engagement activities.
We base the strategy on two principles:

That our stakeholders have the right to be heard
That our stakeholders have a right to be
informed about our performance across

our social and environmental impacts.

The first stage of implementing the strategy was
to map out our corporate responsibility stakeholders.
To do this we took an issues-based approach,
using the register of material issues which formed
the foundation of our previous CR report. We intend
to review our stakeholder map in consultation with
stakeholders, to ensure we continue to capture all
of the key issues and groups.

Comment from the external session

On our global energy efficiency target —

“40 percent — what’s the base year?
40 percent of what?”
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www.vodafone.com/responsibility/dialogues
www.vodafone.com/responsibility/engagement

Stakeholder engagement

We conducted our first external engagement
under our stakeholder engagement strategy

at two independently-facilitated sessions in

July 2007 in Wellington. The sessions were

split into social and environmental stakeholders.
The social stakeholders included the New Zealand
Police, the Rotary Youth Driving Association,

the Mental Health Foundation, the Consumers’
Institute, the Automobile Association and the
Ministry of Youth Development.

The environmental session included the
Business Council for Sustainable Development,
the Sustainable Business Network, Manukau
City Council, Auckland Regional Council, the
Energy Efficiency and Conservation Authority
(EECA), Waitakere City Council, Wellington Cycle
Advocate Network and the Ministry for the
Environment, including a representative of the
Govt3 purchasing programme.

The environmental group identified our key
environmental issues as being waste from our
network operations, the siting of mobile phone
sites and responsible network deployment,
climate change, mobile recycling, mobile phones
and health, and supply chain.

The social group identified the key issues as
responsible marketing, road safety, text bullying,
adult content, employee impacts, promoting
inclusion and access to communication and the
need for greater research into the social impacts
of mobile technology.

Four stakeholder targets resulted from the
sessions, which are published on the opposite
page. We will disclose our performance against
these issues in next year’s report.
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In future engagement sessions we will include
stakeholders representing youth, parents, teachers,
the education sector and regulatory and policy
issues, in line with stakeholder feedback.

We will also attempt to engage both social

and environmental stakeholders in a single,

all encompassing engagement session, with

an unlimited scope on the discussions.

Employee corporate responsibility survey
Our external engagement sessions were
complemented by an online employee CR survey
in January 2007. A total of 168 people responded,
around 12 percent of all employees representing
a fair cross-section of the workforce.

The respondents said the key qualities of a
responsible business were to treat its employees
well, to be environmentally responsible and to
provide good value and service to its customers.
Employees ranked our key issues on a 1-5
ascending scale in terms of importance and also
how well they thought we were managing these
issues. The employees said we were weakest on
the issue of guarding children from accessing
adult content, with 100 respondents ranking this
as a5 on the scale of importance, making this our
key issue in their opinion. For more information
on how we protect children from accessing adult
content see page 24.

Comments from the external session

On adult content —“You need to make it
clear to parents what their [child’s] phone
can access”

“It's not just a phone anymore, it's a
powerful tool”

On mobile recycling — “There is too
much emphasis on the consumer finding
out the information as opposed to giving
the consumer the information”

Stakeholder engagement

Targets resulting from engagement sessions

Target

Implement a responsible marketing campaign
to raise awareness of the dangers of using a
mobile phone on the road

Deadline

(© March 2008

Target

Promote the NetSafe text bullying hotline and
text bullying advice to a broader audience
Deadline

(© March 2008

Target

Conduct an audit of our network waste streams
including packaging waste from network
equipment

Deadline

(© May 2008

Target

Conduct an audit of Vodafone stores and
Vodafone franchises to test awareness of mobile
recycling. Design a communication to raise
awareness among retail employees.

Our employees’ key issues — average score on 1-5 scale

Recycling of hazardous waste from our network
operations

Guarding children from accessing adult content
through our products

Text bullying

Using mobiles while driving

Mobile recycling

Public perception of health issues around mobile
phone usage and mobile phone masts

Managing environmental and social risks in our
supply chain

Launching products with a high social value

Climate change and energy efficiency

Our performance
& Importance

—_
N
w
N
[0,

1
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Economic impacts

Performance

Bring New Zealand into the top half
of OECD pricing benchmarks by
December 2010

Progress

@ Ontrack

Target

Bring New Zealand into the top half
of OECD pricing benchmarks
Deadline

@ December 2010

Target

Commission research into the economic
productivity benefits of fixed/mobile
convergence and-mobile working on
New Zealand businesses

Deadline

@ March 2008
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More information
Organisation for Economic Cooperation
and Development (OECD):

www.oecd.org

Commerce Commission of New Zealand:
WWW.comcom.govt.nz

Information on Vodafone’s business
products:
wwwivodafone:co.nz/business

ihug:
WWw.ihug.co.nz

Government decision on fixed to'mobile
termination rates:
www.med.govt.nz/templates/
MultipageDocumentTOC___ 26538.aspx

Economic impacts

The foundations of a responsible and
sustainable business are built on its
management of social, environmental and
economic impacts — the triple bottom line.
Vodafone’s economic responsibilities
extend beyond our financial performance.
As a telecommunications provider we have
the potential to act as a catalyst for prosperity
and innovation through our investment

in infrastructure central to New Zealand'’s
economic growth.

We believe ethical competition in a market
economy is the best way of delivering benefits
to stakeholders. We're proud of the benefits
we've already delivered. Since the purchase of
Bell South in 1998, Vodafone has revolutionised
the way New Zealanders communicate, with
innovations such as Prepay, TXT, PXT, mobile
TV and video calling. Where New Zealand
once lagged behind other countries, the latest
Vodafone innovations such as 3G Mobile
Broadband have taken us to the leading edge
of global developments.

We’re pushing hard to maintain that position,

to work towards our goal to be the number one
telecommunications provider in New Zealand.
Although we are the leader in the mobile sector,
we have only less than a quarter of the total
market. Our strategy to reach number one is to
replicate in the total communications market the
same innovation and competition that has driven
our success in mobile.

ihug

In October 2006 Vodafone announced

the $41 million purchase of ihug. ihug is

New Zealand’s third-largest internet service
provider (ISP) with over 153,000 subscriptions.

By bringing on-board ihug’s capabilities we can
deliver against our Mobile Plus strategy —to meet
the full voice and data communications needs of
our customers.

We now offer the full range of services for
consumers and businesses, from a home phone
line and internet access, to full fixed-line support
for business customers, at competitive prices.
We recently launched' 12 months’ free
broadband with a home line and unlimited calls
to a Vodafone mobile for $6 a month.

This is just the beginning. The true value and
innovation will emerge through the convergence
of fixed and mobile services alongside further
innovative bundling of products to enable

New Zealanders to make the most of their time.

Competitors

Competition will increase in the coming
months with new entrants to the market. In
accordance with international best practice

we have introduced a wholesale offer to the
market. We have signed wholesale agreements
to enable three providers — Orcon, Compass
Communications and M2 — to use our network.
These competitors will be able to offer branded
stand-alone or bundled services to their
customers. We continue to discuss further
agreements with other potential wholesale
partners. On 1 July 2007 we terminated our sales
agency with Telstraclear.

We expect New Zealand Communications (NZC),
formerly Econet, to be the third network operator
in the mobile market with its own GSM digital
network to go live in the next year. The rollout of
this network is expected to be aided by a national
roaming agreement, allowing NZC customers to
use Vodafone’s network when they're outside the
coverage of the NZC network.

Telecom New Zealand has also recently
announced its intention to switch to the

GSM standard, moving away from its current
CDMA technology. The rollout of two new

GSM networks is good news for New Zealand
consumers, representing a significant investment
in infrastructure which will promote increased
competition.

1. 12 months’ free broadband was launched in August 2007, outside the
2007 financial year
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Economic impacts

3G Broadband

On 1 October 2006 Vodafone launched 3G
Broadband, or High Speed Download Packet
Access (HSDPA). This technology offers some

of the fastest mobile broadband data speeds
available anywhere in the world. It works as a
software upgrade to the 3G network, exceeding
the data speeds of many conventional fixed-line
broadband products, with a theoretical maximum
downlink speed of 3.6Mbps and typical speeds
of 800Kbps-1.4Mbps. Mobile broadband is great
news for broadband capacity in New Zealand,
increasing the total data bandwidth available

as it operates in parallel with existing fixed-line
infrastructure.

Mobile Broadband was launched at a competitive
price of $49.95 for a 1GB per month package,
encouraging true fixed-mobile substitution

with the added attraction of portable broadband
access anywhere network coverage is available.

Telecommunications and regulation

The government has the task of maintaining a
fair and competitive marketplace, while ensuring
the appropriate incentives remain for investment.
Measures of the health of the New Zealand market
show it’s in pretty good shape relative to much of
the Organisation for Economic Cooperation and
Development (OECD). Mobile ownership is high,
as is the number of customers switching (churn)
between network operators. Text and mobile
broadband prices are among the lowest in

the world.

Despite these reductions, some international
benchmarks show the cost of mobile services in
New Zealand remains above the OECD average.
Vodafone’s goal matches the government’s

—to bring mobile pricing into the top half of the
OECD rankings by 2010. We are making progress
towards this goal.
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Many key regulatory decisions have been made
in the past year, including the operational
separation of Telecom and the final decision on
Mobile Termination Rates (MTRs). The Commerce
Commission continues its investigation, started
in 2006, into competition in the New Zealand
mobile market. The present focus of the
investigation is the barriers to entry for a new
mobile network operator, particularly in relation
to roaming and co-location (the sharing of mobile
phone sites and towers). A draft regulatory
approach on roaming and co-location is
circulating at time of print. We remain open

to providing roaming on reasonable terms to

new entrants. We reached a second roaming
agreement with TelstraClear this year (a revision
to the agreement signed in 2005); although
TelstraClear later shelved its mobile build plans.
We continue to have negotiations with

New Zealand Communications.

Local calling

In September 2006 the Commerce Commission
determined that Vodafone had the right to a local
interconnection agreement with Telecom. The
decision means local regional codes such as 03,
04 and 09, previously only available on fixed-line
phones, could also be used on mobile phones
within a defined home or office zone. Incoming
or outgoing calls could be made at local fixed-
line calling rates, bringing everything onto one
handset and doing away with the need for a home
phone line.

Economic impacts

Mobile termination rates

Mobile termination rates (MTRs) are the charges
a telecommunications operator is obliged to

pay to connect a call to a mobile phone. These
charges comprise part of the amount billed to
consumers for each call to a mobile phone, either
from a fixed line or from another mobile network.
Mobile network operators charge MTRs to cover
the cost of connecting the call to their network.

MTRs in New Zealand have traditionally been

in line with rates in other markets. However,

in April 2006, after a three-year investigation,
the Commerce Commission recommended
regulating lower MTR charges in order to reduce
the cost of calling from a fixed-line phone to a
mobile phone in New Zealand.

In July 2006 Vodafone New Zealand and Telecom
New Zealand separately put commercial
proposals before the government. The proposals
offered staggered reductions of MTRs over time,
combined with commitments to ensure that

Agreed mobile termination rates (MTRs)

the full saving from the reduced MTRs would
be passed on to the end consumer, rather
than adding to the margin of the connecting
telecommunications provider.

This second commitment was important.
Research has shown that in other markets where
MTRs have been regulated down, on average
only around 60 percent of the saving to the
connecting telco was passed to the consumer.
Using the Commerce Commission’s model, it
could be shown that if the commercial proposal
was adopted, within the first five years consumers
stood to gain benefits of between $2 million and
$11 million in excess of the benefits available
under the proposed regulation.

Following a period of consultation, government
announced their decision to accept revised
commercial proposals in April 2007. This was
great news for all New Zealanders, meaning
guaranteed retail price reductions for calls

to mobiles.

Maximum chargeable mobile call rate (excluding GST)

Period Vodafone New Zealand Telecom New Zealand
1 April 2007 — 31 March 2008 17.0c 17.0c
1 April 2008 — 31 March 2009 16.0c 16.0c
1 April 2009 — 31 March 2010 15.0c 15.0c
1 April 2010 -31 March 2011 14.4c 14.0c
1 April 2011 —-31 March 2012 14.0c 12.0c
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Economic impacts

Mobile calling rates

We have adopted the government’s target of
bringing New Zealand into the top half of OECD
pricing benchmarks by 2010. Mobile calling prices
have been falling for the past three years, and

are now only just above average. We have been
driving consumer value with reduced prices and
innovative calling plans.

Our new prepay billing system allows us to offer
great value packages for our customers, such
as Best Mate and Supa Prepay, which offers

Txt bundle packages and unlimited calling or
messaging to another Vodafone mobile for

$6 a month. Our postpay billing system is now
in place to offer similar innovative deals to our
on-account customers in the year ahead.

Average revenue per user (ARPU) is a good
measure of the increased value in the mobile
market. ARPU reflects both the revenues from
our customers’ use of our services and the
cost charged to other network operators for
connecting calls to the Vodafone network.
Both components of ARPU have been falling
with lower mobile call costs and a reduction
in termination rates charged to connecting
networks.

The fall in ARPU is contrasted by an increase in
network usage — since 2005 ARPU has dropped
6.1 percent, despite a 20 percent increase in
network voice minutes per user. Since the
negotiated MTR reduction has taken effectin
the first quarter of the 2008 financial year,
ARPU has dropped a further 4.5 percent.

Average revenue per user (ARPU)

Three months ended Average voice minutes per user* ARPU
31 March 2005 285 minutes $52.5
31 March 2006 291 minutes $51.2
31 March 2007 344 minutes $49.3

*The number of voice minutes over the network divided by the number of customers
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Economic impacts

Average monthly revenue and network
voice minutes per user

400

350 &~ $54.00
300 $52.00
250 $50.00
200 $48.00
150 $46.00
100 $44.00
50 $42.00
0 $40.00

31Mar05 31Mar06  31Mar07

M Voice minutes per user*
— Average revenue per user (ARPU)

* The number of voice minutes over the network divided by the
number of customers

NZ mobile calling vs. OECD average

200%

OECD average

B Lowuser
B Medium user
M High user

Feb 04 Feb 05 Aug 06* Feb 07**

* Aug 06 data used due to inconsistencies in Feb 06 and May 06
** Feb 07 data as reported by the Commerce Commission
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Social impacts
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More information

Local
www.odafone.co.nz/personal/about/
corporate-responsibility

www.netsafe.org.nz

www.rnzfb:org.nz

; wwwitef.org.nze=

WWW.asa.Co.Rz

www.nzrelay.co.nz

Global
www.yodafone.com/responsibility/

wwwivodafone.com/responsibttityZ
customers

Social impacts

Mobile phones have revolutionised the way
we live. What was once considered a luxury

or business tool is now an essential part of
our everyday lives. The impact of mobile
technology is evolving — internet and mobile
are rapidly converging — all of which is leading
to a more connected world.

These advances have resulted in some great
benefits to society. Improving our ability to
communicate and stay in touch is good for
communities. Access to a phone in emergency
situations can be also be a life saver. In developing
countries, mobile phone networks are reaching
areas fixed lines have never been built, giving
communities their first introduction to
telecommunications. Most people’s first
experience of the internet will be on the screen
of a mobile phone.

Malicious and nuisance complaints
May 06 — March 07

Complaint type Number of complaints
Nuisance 4052
Malicious 500
Wrong number 30
Life threatening 28
Total

Actions Number of actions taken
Warning 1396
Forwarded to Telecom NZ 147
Temporary service bar 102

Text removed 69

Account deactivated 54

Referred to Police 37
Total

The ability to tap into vast resources of information
and networks on the internet has not just changed
the way we communicate — it has changed the
way we view communities. Web 2.0 — the rise

of social media and user-generated content is
creating a global society where everyone has the
same chance to be heard. Personal blogs and
websites, chatrooms and social networking sites
like MySpace, Bebo and Facebook are the new
meeting places of the next generation.

Impact on youth

We believe it is our duty to ensure our youngest
customers use our products and services in a safe
and responsible manner. A mobile phone is now
de rigueur for most teenagers, and spending on
mobile services is a significant proportion of
disposable income in this age bracket.

Last year we launched Self-Central, a mobile-
specific social networking service available
through Vodafone Livel. Members create their
own homepage by uploading content such as
digital images, sound recordings and video.

This content can be downloaded by other people
at a small cost. If their content proves popular
we offer a share of the revenue, which is credited
to their Vodafone account. All content is filtered
and moderated before it is uploaded to the site.
The site is also user-moderated, with the ability
to flag any unsuitable content.

Text bullying is a serious issue — one we have
approached on an industry-wide basis. In 2006
we prompted NetSafe (the Internet Safety Group)
to set up a working group including ourselves,
NetSafe, the Police and Telecom New Zealand.
This resulted in a standard approach to individual
complaints across all organisations, and an agreed
process for handing over complaints when the
message originated on a different mobile network.

NetSafe provide independent and confidential
advice to anyone who is subject to text bullying,
or any other form of electronic harassment.

In the previous year we sponsored the creation
of leaflets and posters to promote NetSafe’s
services, and raise awareness of text bullying.



www.vodafone.co.nz/personal/about/corporate-responsibility
www.netsafe.org.nz
www.rnzfb.org.nz
www.tcf.org.nz
www.asa.co.nz
www.nzrelay.co.nz
www.vodafone.com/responsibility/accessibility
www.vodafone.com/responsibility/customers

Over 50,000 of the leaflets and 1,000 posters
have now been distributed to schools and youth
organisations. This year we are planning another
activity to raise awareness of text bullying and
the support services available.

We have published a parents’ guide to mobile
services, which is available online. We will
review this information in light of the latest
developments in mobile communications
technology.

Online content

Internet access and multimedia content is no
longer constrained to the desktop computer.
People can now surf the internet and view video
files using a mobile phone. Content providers are
eager to offer their services to Vodafone mobile
consumers using Vodafone’s network. These
multimedia products have been available for

a number of years through Vodafone Live!

(our mobile internet portal), such as news and
weather updates, music and video downloads
and mobile TV.

These services could also encompass content
unsuitable for younger customers. In order

to protect young people from adult content,

we led the development of the Mobile Content
Code of Practice through the Telecommunications
Carriers Forum. The Code requires suitable age
verification systems to be in place before adult
content can be sold through Vodafone Livel.

We aimed to launch an age verification system
for our network by the end of March 2007. This
was delayed slightly due to technical reasons.
The system went live on 5 July, allowing our
partners to offer adult content through our
Vodafone Live! mobile portal. In addition to the
on-network content filter, we also plan to launch
the capability to filter adult content across the
mobile internet from any internet site to their
Vodafone mobile. From later this year anyone
will be able to request this feature to be activated
on their mobile account. Once activated, the off-
network filter can only be disabled through an age
verification system.
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Mobiles and road safety

We consider road safety to be one of our key
issues. On the road mobile phones can have
significant benefits, such as in the event of a
breakdown or emergency. However, using a
mobile while driving distracts drivers and
increases the risk of accidents.

Statistics from the Ministry of Transport show
that diverted attention, including using mobile
phones, was a contributing factorin 11 percent
of all crashes in 2006. In total, 29 deaths were
caused by diverted attention on the roads last
year. Diverted attention also includes activities
such as talking with passengers, making
adjustments to the car heating or stereo, eating
and drinking, and distraction from activities and
events outside the vehicle.

As a responsible business we support legislation
to promote safe driving. As such, we are not
opposed to proposals to ban the use of hand-
held mobiles while driving. Our advice to our
customers and other motorists is:

® Never use a handheld mobile while driving
(both for calling and texting)

® Pull over and park if you need to take a call
when you're on the road

® |fyou can’t pull over, use voicemail and return
the call when it is safe to do so

® Fit a built-in hands-free kit to your vehicle,
but keep conversations short and pull over
and park if possible when taking calls.

This information is available on our website and
through our Responsible Drivers Pull Over leaflet,
published in 2004. We want to push this advice
out further. We have been actively engaging

with road-safety organisations on this issue.

In November 2006 we issued a joint release with
the Automobile Association (AA), clarifying our
stance on road safety and legislation. In the year
ahead we plan to run a campaign to raise public
awareness on road safety and mobile use. This will
include information on the emerging problem

of texting while driving and pedestrian distraction
around road crossings.

Positive applications for mobile technology
Each year our Graduate Programme incorporates
a commitment for our new graduates to manage
a corporate responsibility project. The graduates
are responsible for every aspect, including
choosing and designing the initiative, project
management and implementation. Last year the
graduates launched ‘Get the Msg!, in partnership
with the New Zealand Drug Foundation and with
support from Run the Red.

Get the Msg! enabled users to text the names

of drugs, including common street names, to a
shortcode number (DRUG — 3784) and provided
a return text with safety information on the drug,
along with links to further information and

support services. The project was a great success,

with over 30,000 texts sent in the first month.
This year's graduates plan to pilot a service
using our Vodafone Live! portal to raise funds
for New Zealand charities.

Last year we also launched a text safety service.
Vodafone customers concerned about their
safety can send a text to 7233 (SAFE) to have

their movements recorded on a central database.

Vodafone records the time, date and content
of each text, and sends an automated response
advising customers who feel in danger to call

emergency services and request police assistance.

The SAFE service is also offered to Telecom
customers through the Telecom network.

Last year we supported an innovative drink-
drive campaign run by Land Transport

New Zealand. The award-winning campaign
used posters and coasters to encourage
young drinkers to text a friend’s mobile
number to a short code. Their friend would
then receive a humorous pre-recorded
voice message, designed as a reminder

of the dire consequences of drink-driving.

Responsible marketing

Vodafone’s responsible marketing guidelines
require all of our marketing to be legal, decent,
fair, honest and truthful. Over the past year we
have implemented regular training for all our
employees responsible for our advertising, direct
marketing and point-of-sale materials. We have
also included employees from our marketing
agencies in these sessions, which cover our
responsible marketing guidelines, the impacts
of our advertising on customers and a review
of our current activities against the guidelines.

Over the past three years the Advertising
Standards Authority has received 26 complaints
in relation to Vodafone advertising. Eleven
complaints were withdrawn due to no grounds
to proceed, eight were not upheld and seven
were either upheld or settled.

R
STOP YOU K
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Last year the Advertising Standards Complaints
Board upheld a complaint against Vodafone’s
‘BestMate’ advertising campaign. The advertisement
contained details of our BestMate plan, which
offers unlimited calls to another Vodafone mobile
for $6 a month. Viewers were directed to call
Vodafone or visit the website for more information,
which informed customers of the fact that
BestMate was only available to prepay customers.

The complaint said the advertisement was
misleading, as it did not make it clear that the
offer was not available to on-account customers.
The Board upheld the complaint, stating that

“as this was a significant condition in relation

to the offer... this condition should have been
clearly specified in the advertisement and it was
not sufficient for the consumer to have to seek
that information through other channels”.

Premium text services

An emerging issue for our industry is the
promotion of premium text services, which are
operated by other companies through our mobile
network. Premium text competitions have
prompted many complaints to the Commerce
Commission, due to questions over the adequacy
of disclosure of terms and conditions, which

can include automatic subscription to premium
text services.

We are reacting to this issue on an industry-

wide basis through the Telecommunication
Carriers’ Forum (TCF). Vodafone is playing an
active roll on a TCF working group to create a
proposed premium text code of practice for
telecommunications carriers and content providers.
The code will increase transparency of the services
and boost accountability to customers.

Inclusion

Digital inclusion is Vodafone’s flagship corporate
responsibility initiative. People can be denied
access to the benefits of telecommunications
for a number of reasons. In New Zealand we're
focusing on making our technology more
accessible to those with disabilities. Globally,
access is more often denied due to a lack of
infrastructure or prohibitive cost.
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In the developing world we are encouraging
economic growth by tailoring our services

to developing-market conditions. We are also
introducing low-cost handsets designed specifically
for these markets. These commercial initiatives
are accompanied by our support of projects such
as M-PESA, a mobile payment service launched in
Kenya in February 2007 (Pesa is the Swahili word
for money). M-PESA allows low-cost deposit and
transfer services for those excluded from the
conventional banking services —around

80 percent of all Kenyan adults. The service

is now being piloted in Afghanistan.

Last November Vodafone New Zealand hosted
the Innovation Unleashed conference in
Auckland, run in partnership with Auckland
City Council, IBM and AUT. The event aimed

to highlight the positive contribution disabled
people make to technology and innovation.
The event was a great success, with
representation from local and international
speakers, and an address from Disabilities

and Labour Minister Hon Ruth Dyson.

TALKS talking phones

Last year, in partnership with the Royal New
Zealand Foundation of the Blind, we launched
TALKS talking phones. TALKS is a piece of audio
software that reads aloud the contents of phone
menus and messages.

The Vodafone New Zealand Foundation funded
the rollout of TALKS, which included the
development of a training programme for blind
and vision impaired users, many of whom had not
used a mobile phone before. The software opens
up the functions of the phones most sighted
people take for granted, such as text messaging.

The TALKS project is an ongoing programme.
Foundation of the Blind members can purchase
the software at very low rates, and handsets are
sold through the Foundation at wholesale cost-
price. Next year we plan to introduce a second
software application, ZOOMs, which magnifies
the contents of the mobile screen for vision
impaired people.

NZ Relay Service

For the past two years, Vodafone and the
other telecommunications carriers in

New Zealand have funded the New Zealand
Relay Service — a telecommunications
service for people who are deaf, hearing-
impaired, deaf-blind or speech-impaired.
The 24-hour service is accessible either
online or through a fixed-line text-phone

or tele-typewriter. The deaf user types their
conversation to a Relay Assistant who reads
it out to a hearing person at the other end
of the call. When the hearing person replies
verbally, the Relay Assistant types the

reply and forwards it to the deaf user.

The service enables deaf and hearing
impaired people to access services that
hearing people take for granted, such as
arranging appointments with a health
provider, phoning a retail store or engaging
a tradesperson. Approximately 40,000
minutes of calls are handled by the Relay
Assistants each month.

TALKS in action

Sandra Schmidt is a valuable member of the
Customer Care team in Vodafone’s Manukau
call centre. Sandra is vision impaired and uses

a number of adaptive technologies to make

her working day easier, including a large-screen
monitor, a talking calculator and a TALKS talking
mobile phone.

Since switching to TALKS in 2006 she has been
able to make the most of her new mobile. “Texting
was always an issue,” says Sandra. "l couldn’t
always tell what | was writing — people used to
text back asking ‘what are you actually trying to
say?. Now | can make sure it doesn’t come out

as a garbled message,” says Sandra.

“TALKS is also great at night time —if I'm going
somewhere | don’t always wear my glasses, so
there’s no way | can read my text messages.
With TALKS they are always accessible.”

It's not just texting that’s improved. “| have
everything saved in my phone address book,
including email addresses. With TALKS | can
access them all of the time,” says Sandra.
“People ask where the voice is coming from,
so | show them the phone and how it works.
It helps for other vision impaired people —
they often ask where they can get one too,”
says Sandra.
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Performance

Maintain a 10 percent reduction of workplace
incidents against 2005 figures

Progress

@ On track

Target

Top quartile employee engagement relative to
NZ companies

Deadline

(© March 2009

Target

Maintain a 10 percent reduction of workplace
incidents against 2005 figures

Deadline

(© March 2008

Employees

Part of being a responsible and sustainable
business is being a good employer. Our
performance as an employer is vital to our
ongoing success — we need to ensure our
people feel valued, have opportunities to
develop and are motivated to excel.

Engaging with our employees

Once every two years, the company runs the
global Vodafone employee survey (VES). The
2005 VES survey was completed by 92 percent
of New Zealand employees, giving us a thorough
record of employees’ views of the company.

The VES results are used to understand our
performance as an employer and to make
improvements where necessary. From the 2005
results we created specific action plans for each
area of the business. To ensure transparency and
accountability of the VES results, the action plans
and each business unit’s progress is reported on
our intranet.
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More information
www.odafone.com/start/responsibility/
employees.html

® Business Principles

® Equal opportunities policy

www.yodafone.com/mpmh
® Health and safety policy

Last year we also introduced the Pulse survey;

a more frequent check on our progress. The Pulse
is a slimmed down version of the VES, focusing on
key questions and the core drivers of employee
engagement. We conducted a Pulse in May 2006.
We have also included the results of the May 2007
Pulse within this report, which was completed

by 80 percent of our employees. Vodafone Group
plans to move towards an annual comprehensive
Vodafone People Survey across the global work-
force, alongside an annual interim Pulse survey.

We have been disappointed to see a decline in
employee engagement since first measured in
2003. Ouir first result was exceptionally high at
78.2 percent. Increased competition and downward
price pressure has meant internal shifts such as
an increased focus on reducing costs and wide-
scale organisational change.

We want to re-energise our vibrant culture and
get our employee engagement back into the top
quartile of New Zealand businesses, and back
above the Vodafone global norm.

To do so we're focusing on key areas drawn from The survey results show other areas for attention,

our people’s feedback, such as employee training such as the decrease in employees believing we

and development, building leadership capability are ethical in our business dealings. Although our

and ensuring employees are sure of their goals rating is falling, it is still ahead of the Vodafone

and objectives, and linking their performance to global average of 71 percent. In January 2007 we

their rewards and incentives. surveyed our employees on their opinions on our
corporate responsibility performance — for more
information see the Stakeholder engagement
section —page 13.

2007 2006 2005
Total number of employees* 1,375 1,426 1,324

Employee turnover 27.6 percent 17.7 percent 21.9 percent

Number of women in senior management roles 4 out of 34 5out of 32 4 out of 28
Investment in employee training $3.22 million $3.08 million $3.25 million
Number of lost-time accidents** 4 2 7

* Permanent fixed-term actual employees as at 31 March 2007
**This excludes accidents for employees travelling to and from work, but includes work travel

Percentage of employees agreeing with the statement

2007 Pulse 2006 Pulse 2005VES 2003 VES

Vodafone is socially responsible

(a good corporate citizen) 92 91
Vodafone is ethical in its business dealings 75 76 87 90
| am proud to work for Vodafone New Zealand 80 83 87 91
The company takes a genuine interest in

my wellbeing 59 53 63 77
My line manager treats employees with respect 78 82

My benefits are good compared to people doing
similar work for other companies 78 87

Overall, Vodafone is a good place to work

compared to other organisations | know about 68 74 87 93
| am rewarded fairly for the work that | do 53 57 53
Overall engagement score 65.8 67.8 723 782
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Foundation

The Vodafone New Zealand Foundation is the
philanthropic arm of our business. It is part
of a larger family of 19 Vodafone Foundations
that last year distributed more than

$100 million around the globe.

The Vodafone New Zealand Foundation (the
Foundation) was founded in November 2002. It is
funded by grants from Vodafone New Zealand and
the Vodafone Group Foundation. The Foundation’s
influence punches well above its weight. The
flagship World of Difference programme, invented
and pioneered in New Zealand, is being replicated
by other Vodafone Foundations around the world.
The programme funds the salaries and expenses
of up to nine people each year, so that they may
contribute their skills working with a charity of
their choice. In New Zealand this programme runs
alongside strategic grant making as the two core
Foundation activities.

2007 2006*

Last year the Foundation undertook a strategic review,
led by its board of trustees. Their approach was

to examine the areas of greatest social need in
New Zealand, with a particular focus onissues and
programmes which normally have difficulty finding
corporate funding. The Foundation board decided
to focus its activities and spending on encouraging
positive and healthy outcomes for young

New Zealanders aged 12 to 24, who are highly at
risk and facing significant obstacles in their lives.

The youth strategy applies to both the Foundation’s
grant making and World of Difference programmes.
With its grants the Foundation plans to partner
with a handful of organisations over a two to
three-year period in the hope it can add real
value to its charitable partners.

More information
www.odafonenzfoundation.org.nz
The New Zealand Foundation website
www.vodafonefoundation.com

The Group Foundation website

Source / Destination

Foundation income

$516,959 $530,305 From Vodafone New Zealand

$800,000 $1,705,373 From the Vodafone Group Foundation

$330 $6,072 Otherincome

Foundation investments

$1,506,756 $2,065,287 Total grants made in the financial year
$34,562 $67,379 Grants through employee matched giving scheme
Vodafone employees

1341 hours 3430 hours Donated volunteering time

Total contribution

$1,506,756 $2,065,287 Total donations

$243,840,000 $239,852,000 Net profit before tax — Vodafone New Zealand
0.62 percent 0.86 percent Percentage of pre-tax profits donated

*2006 figures restated from last year's report to ensure consistency against 2007 audited accounts.

30

Our 2006 World of Difference winners

Billie Paea — Crosspower Ministries Trust

Billie will spend his year working with Crosspower
Ministries Trust to provide South Auckland youth
with supportive role models. The 24 year old will
take on the role as director of one of the Trust’s key
youth programmes, hip-hop dance troupe Dziah.

Billie says Dziah has the potential to be a dance
academy providing dance training, top choreo-
graphers, local dance classes and mentoring
programmes for talented, but at-risk, youth. “The
benefit to our community is massive as Crosspower
keeps troubled young kids off the streets. We're
giving them hope and telling them to hold their
head high and concentrate on their dance talent.”

Maree Burns — Eating Difficulties Education
Network (EDEN)

Maree has been involved in voluntary work with
EDEN in a variety of roles since 1999. Maree
completed her PhD in psychology in 2004, in
which her thesis involved a social psychological
analysis of the eating disorder bulimia.

Maree’s goals for her year include establishing

an efficient counselling service and securing
more sustainable funding. She also wants to raise
the profile of EDEN and put the issues of eating
difficulties and disorders on the mental health
agenda. Maree says the focus of EDEN over the
past 14 years has shifted from problem-based
service provision to prevention and health
promotion that recognises the interconnectedness
of weight issues in all their forms.

Richard Aston — The Big Buddy Mentoring Trust
Richard plans to use his background in corporate
business consulting, IT, community and service
work to expand the services of Auckland
organisation The Big Buddy Mentoring Trust.
During Richard’s year his aim is to expand the
organisation to offer services around the North
Island and eventually New Zealand.

The Big Buddy mentoring programme is based
on a simple philosophy —that boys need good,
reliable male role models in their lives to become
good men. “Mentoring fatherless boys is a
profoundly simple concept but one that has

huge implications in healing the social fabric of
our communities. My dream is that eventually
every fatherless boy in New Zealand who needs
a positive male role model will actually have one
and in the process we build a better world.”

Paul Fong - Youth Quest

Paul grew up in Kaitaia in a family of 11. At 16, he
was enrolled in the army because of the trouble
he was getting into. Six years in the military taught
him discipline, respect, leadership, all skills he
took into his next job in the New Zealand Police.
His first posting was to Otara in South Auckland.
He went on to join the Diplomatic Protection
Squad, responsible for the protection of the Prime
Minister, the Governor-General and other VIPs.

Paul will spend his year as project director for a
programme he developed called Youth Quest;

a three-month programme incorporating team
building exercises, anger management classes,
self-esteem building, drug and alcohol counselling
and bush survival skills. The programme will
initially target at-risk youth throughout the Kapiti
and Horowhenua areas.

Deborah Morris-Travers — Every Child Counts
Deborah Morris-Travers is best-known for becoming
New Zealand’s youngest ever Minister of the
Crown in the late 1990s, as Minister of Youth
Affairs, ACC, Environment and Women’s Affairs.

In more recent years Deborah has been working
as an advisor to the Royal New Zealand Plunket
Society, coordinating the Littlies Lobby
parliamentary network, working on the Every
Child Counts project team and the organising
committee for the 2006 Australasian Conference
on Child Abuse and Neglect.

Deborah will spend her year as project manager
to Every Child Counts. This is a new initiative

that brings together some of the nation’s most
significant non-government organisations including
Barnardos, Plunket, UNICEF, Save the Children and
the Institute of Public Policy at AUT. Deborah’s
aims for the year include lobbying to ensure all
political parties develop policies that support
children and their families and raising public
understanding around the importance of children
to the nation’s social and economic development.
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Performance

Directly engage with the public, customers,
key opinion formers and employees on mobile
phone sites and health

Progress

@ Ongoing programme in place

Performance

Implement an ongoing internal audit process
to ensure 100 percent of Vodafone retail stores
have independent information on mobiles and
health readily available for customers
Progress

@ Completed for FY2007

Target

Directly engage with the public, customers,
key opinion formers and employees on mobile
phone sites and health

Progress

@ Ongoing target

Health and mobile technology

Vodafone recognises that there is public
concern about the safety of electromagnetic
fields (EMF) from mobile phones and mobile
phone sites. We recognise our responsibility
to ensure the health and safety of all our
employees, customers and members of the
public. We are committed to leading our
industry in responding to public concerns
on this issue by making objective and
independent information available and
engaging openly with stakeholders.

At the global level we contribute to funding
independent scientific research into priority areas
identified by the WHO. This funding is delivered
indirectly through research programmes, funding
organisations and industry associations. In 2006
WHO identified the main gaps in scientific
knowledge as:
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More information

www.vodafone.co.nz/healthfacts

www.yodafone.com/mpmh

® Vodafone’s local and global resources on
health and our technology

www.who.int/peh-emf/en/

® World Health Organisation

www.iarc.fr/

® |International Agency for Research on Cancer

www.nrl.moh.govt.nz

® |ndependent field-monitoring of RF fields
near Vodafone sites

www.mmfai.org/public/sar.cfm

® Specific absorbsion rates (SAR) of mobile
phone models

Long-term exposure

Issues relating to exposure of children
Dosimetry (the calculation of absorbed
RF doses).

Current advice by the WHO and the latest expert
reviews does not suggest any adverse health
effects from exposure to low-level EMF from
mobile phones or mobile phone sites. However,
the WHO continues to promote further research
to determine whether there are any health
consequences from the higher EMF exposures
from mobile phones.

“There is no convincing scientific evidence
that weak RF (radio frequency) signals from
base stations and wireless networks cause
adverse health effects.”

World Health Organisation website 2006.

Radiofrequency Health and Safety Policy

In March 2007 Vodafone New Zealand underwent
an internal audit to assess our compliance
against the Vodafone Group Radiofrequency (RF)
Health and Safety Policy. The Policy deals with
potential risks to health and safety that may arise
from employees or the public being exposed to
RF fields. It covers all aspects of our operations
including the construction and maintenance of
mobile phone sites through to the procurement
and operation of mobile phones.

Vodafone New Zealand passed the audit.

A number of recommendations were made,
including the need to refresh our operational
documentation and include EMF management
in our supplier contracts, and a requirement to
improve our assessment and documentation
of network workers at higher risk from EMF
exposure, such as those with pacemakers.

Monitoring EMF in New Zealand

For the past four years, Vodafone has
commissioned independent field monitoring
of EMF fields around its mobile phone sites.
Each year the National Radiation Laboratory
(NRL) randomly selects 50 sites to measure.
Vodafone is the only company in New Zealand
to publicly disclose independent monitoring
information of EMF levels in this way.

Last year the maximum exposure at any site
was measured at 16.98 micro watts per square
centimetre. This represents 3.8 percent of the
New Zealand Standard, NZS 2772.1:1999.

The site was an urban monopole at Cambourne
in Wellington. This reading includes the
cumulative emissions from other nearby
transmission equipment, including a Telecom
New Zealand mobile phone site. Urban monopole
sites typically measure less than 0.1 percent

of the standard. The typical reading around the
site was less than 4.2 micro watts per square
centimetre, around one percent of the standard.

For information on how we go about choosing
the location of a mobile phone site see our
Responsible network deployment section
—page 38.

Emissions from mobile handsets

The strength of a radio frequency field’s effect
on a person can be measured using specific
absorbsion rates (SAR). The SAR value measures
the energy absorbed by the body as heat in watts
per kilogram. The International Commission on
Non-lonizing Radiation Protection (ICNIRP) has
guidelines for a recommended maximum SAR
value of two watts per kilogram. All handsets sold
by Vodafone comply with these guidelines.

Modern mobile phones adjust the power
automatically to the minimum required to
communicate with the mobile phone site.
Generally, the nearer the site, the lower handset
RF output. When switched on but not in use,
handsets send only brief infrequent signals

to maintain contact with the network. These
are made a few times every hour as a short
transmission lasting just a couple of seconds.

Number of sites
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<4.0%

Maximum exposure against NZS 2772.1:1999
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Environmental impacts

Performance

Progress

Performance

Progress

V)

Performance

Progress

(V)

Performance

Progress

Target

Deadline

(L)

Target

Deadline

(L)

Target

Deadline

(L)

Target

Deadline

(L)

Target

- Deadline

(L)

Target

Deadline

(L)

Moreiinformation

Local
www.vodafone.co.nz/recycling

www.nzbcsd.org.nz/climatechange

www.greenfleet.org.nz

www.mfe.govt.nz/issues/waste/special

www.climatechange.govt.nz

Global
www.yodafone.com/responsibility/

recycling

www.yodafone.com/responsibility/energy

www.yodafone.com/responsibility/
environment

Environmental impacts

Vodafone is committed to the sustainable
management of all our operations. That
means taking into account the impacts of
our network sites on local environments,
recycling of electronic waste in the form
of mobiles and network equipment, and
our carbon emissions.

Climate change is now firmly on the public
agenda. Our responsibility to ensure we're
operating efficiently is matched by our belief
that mobile communications have the potential
to reduce climate impact. This can be from
simply reducing the need to travel, or through
more innovative applications such as coordinating
logistics, providing public transport information
or managing traffic flows.

Climate Change

Our CO, emissions stabilised over the past

year, recording a slight decrease of 357 tonnes
from 2006. Our main success was a decrease

in air travel, with a 38 percent reduction in total
kilometres flown. Tighter constraints on travel
costs, aided by greater availability and utilisation

of video-conferencing facilities, resulted in an
air-travel saving of 767 tonnes from last year.

Our investment in network infrastructure
continues to grow, with a corresponding increase
in network electricity consumption, which grew
7.5 percent last year. We have demonstrated

a long-term commitment to improving the
efficiency of our network — approximately

54 percent of our network sites utilise free-
cooling air conditioning systems making use

of ambient conditions for cooling purposes.

We first installed these systems en-masse

in 2001-2002, with an initial investment in
approximately 200 units. The majority of our
new network sites have no requirement for

air conditioning.

In the past year we formed a Network Efficiency
and Waste Team (NEWT), comprised of members
from network maintenance, delivery, facilities
and corporate responsibility teams. The NEWT

is responsible for setting and implementing
Vodafone New Zealand’s energy efficiency
strategy, and driving our energy efficiency plan,
first created in 2005.

Given the continued growth of our network,

for the year ahead we have set a target of
constraining our total electricity consumption
to a nine percent increase, to 36.2GWh. This rises
to 38.7GWh for 2009. These increases are far
outweighed by the projected increases in traffic
over our network, representing a real efficiency
saving. A target for this year is to undertake an
independent efficiency audit of our network
and office sites, to inform our future efficiency
initiatives.

Carbon dioxide emissions
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Environmental impacts

Our ultimate aim is to decrease our outright
energy consumption, despite increases in
network traffic. At the group level, Vodafone has
used its global scale to challenge its suppliers

to increase the efficiency of network equipment.
We set our suppliers a target for 2008 to

achieve a 25 percent efficiency improvement
against a 2006 baseline. This has already been
achieved, a year ahead of schedule. We have now
increased the target to a 33 percent efficiency
improvement against the same baseline, to be
achieved by March 2008.

An exciting prospect is the potential for
telecommunications, particularly mobile,

to reduce New Zealanders’ carbon emissions.
We intend to commission a study into the
impact of mobile solutions on the emissions
and efficiency of local businesses, to understand
what positive contribution our products and
services can make. We intend to report on the
outcome in next year’s report.

Making an impact on our work places
We’re committed to environmental best
practice in all aspects of our business,
including our offices which house the
majority of our employees. Our i-commute
employee travel programme was launched
in 2004 when we relocated our HQ to

the Auckland Viaduct. The programme
promotes the usage of alternative forms
of transport, such as walking and cycling,
or the use of public transport. It has
recorded some great results since 2004,
with an increase in employee usage of
public transport — up seven percent to

20 percent, and the number of people
driving alone to work down from 52 percent
to 45.5. This year we have also been
involved in a pilot of carpooling software

— Rideshare. Over 100 employees signed
up for the service within the first

two weeks.

We are also making a difference through
reducing our paper consumption and using
recycled paper. In the past year our office
paper consumption dropped three tonnes.
The amount of paper collected through
our office recycling also increased by

four tonnes.

Office recycling

2007 2006
Total paper purchased 29 tonnes 32 tonnes
Paper purchased with >70% recycled content 82 percent 82 percent
Paper waste recycled 44 tonnes 40 tonnes
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Mobile recycling

Over the past year we have made a concerted
effort to raise awareness of mobile recycling.
We've also broadened the scope of our collection
programme, to ensure we meet our target of
collecting 75,000 mobiles for reuse or recycling.
This will be a stretch, but the target represents
only around 10 percent of the GSM phones
imported to New Zealand each year. Last year
we achieved 50 percent of our target, collecting
37,511 handsets. Although we are disappointed in
this result, we're confident the foundations are in
place for us to meet the target in the year ahead.

Total handsets/devices collected

In 2006 we rolled out in-store recycling tubes
across all Vodafone branded sites. This was
supported by a limited consumer trade-in deal,
incentivising phone recycling with a discount on
a new handset. Our corporate and institutional
scheme was also launched, which provides all
of the collateral and support needed for an
organisation to run their own mobile recycling
drive. Many local councils have come onboard
with the scheme, setting up permanent recycling
facilities at waste transfer stations, recycling
centres and municipal facilities.

0 10,000 20,000 30,000

Network waste

Some of our older air conditioning units contain
R-22, an ozone depleting HCFC used as a
refrigerant. Last year we committed to setting

a quantitative target for phasing out the usage
of ozone depleting substances (ODS). We have
adopted a formal policy to replace all legacy
units as part of business as usual. Our target is
to replace all R-22 units by 2012.

We have an ongoing commitment to reuse or
recycle more than 95 percent of the waste from
our network operations and have been tracking
above this target for a number of years. By weight,
the majority of waste from our network is from
lead-acid batteries used as power backup on our
sites. Last year we reused about 15 tonnes of
batteries from our sites, with a further 50 tonnes
of batteries recycled. Our network waste also
includes network equipment, air conditioning
units, cabinets and phone masts.
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Our network waste data is sourced from a raft

of network contractors, suppliers and service
providers. We rely on their cooperation and
accuracy in the collation of the data. This year we
plan to undertake an audit of our network waste
stream, drilling down into the figures and testing
our suppliers’ reporting to ensure we're accurately
capturing all of our network waste.

Network waste

2007 2006 2005
Disposed (kg) 1608 284 414
Reused orrecycled (kg) 75,465 79,261 26,206

Percentage recycled/
reused 97.9% 99.6% 98.4%
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Responsible network deployment

Target

Deadline

(L)

Responsible network deployment

Our national network of over a thousand
mobile phone sites is the foundation of our
business — it represents the lion’s share of
our investment in New Zealand. The ability
to operate our network around the country
is conditional on the trust and acceptance of
local communities, alongside the support of
local and central government.

Our network now covers 97 percent of where
New Zealanders work and play. The rollout of our
3G network has shifted the focus from building
rural network coverage to ensuring the speed
and capacity of our network in key regional
centres. 3G operates at higher frequencies

and lower power levels, meaning sites must be
located closer to users. Much of this work has
involved adding to and updating equipment on
existing network sites. Accompanying this is the
rollout of new site builds, designed to make use
of existing structures such as lamp-posts and
commercial rooftops.
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More information
www.yodafone.com/start/responsibility/mpmh/
our_network.html

The next stage in our network evolution will be
the rollout of 3G at 900MHz, much lower than the
existing 3G frequency of 2100MHz. The new lower
frequency, the same as our existing 2G network,
allows for longer transmission range resulting in

a significant increase in the footprint of our 3G
network. The rollout will be achieved with the
upgrade of existing sites. Year-on-year we are
seeing a reduction in the number of new site
builds. This is expected to be an ongoing trend,

as improvements to our services and capacity
focus on upgrades to existing infrastructure.

Vodafone has a global responsible network
deployment (RND) policy which governs our local
network rollout. Last year we began reporting
against our compliance with the policy, alongside
quantitative measures of the management of our
network rollout. This included information such as
the percentage of landlord contracts not renewed,
and the average time taken to receive clearance
to build a site after applications had been lodged.
In New Zealand this takes around 70 days. Across
other operating companies this varies between
20 days to a maximum of 491 dependent on each
country’s planning consent processes.

Responsible network deployment

The RND policy identifies the main impacts of our
network as:

Energy consumption
Waste generation
Noise emissions
Visual impact

Impact on biodiversity.

For information on our management of network
waste and energy efficiency see pages 35-37.

Within New Zealand the biodiversity impact of our
operations is low. Our objective is to minimise the
impact of our operations on their surroundings.
The Resource Management Act 1991 (RMA)
contains requirements relating to all impacts on
the vicinity of our sites. All new site builds must
complete an RMA assessment. Building cannot
commence until all necessary consents have
been granted.

We conduct noise testing on mobile phone

sites. Much of the testing is provided by the
equipment suppliers. We have also commissioned
local research to test noise emissions from our
sites and cabinets under a range of operating
conditions. These tests have been conducted

by the Department of Mechanical Engineering

of the University of Canterbury and Marshall

Day Acoustics.

If necessary, we may also commission a specific
site acoustic assessment report when building a
site. These reports recommend noise attenuation
measures, such as screening the equipment by
solid fences, to ensure the equipment complies
with the required noise levels. We comply with
any conditions of ongoing noise monitoring on
any sites where specified in the planning consent.

Visual impacts

As signatories to the Urban Design
Protocol, we’re committed to minimising
the visual impact of our infrastructure.

This is reflected in innovative site design
blending in with existing structures, and the
use of lamp-posts for low-powered 3G sites.
We prefer to use existing Vodafone sites
wherever possible. As part of the upgrade
process, we attempt to improve the visual
appearance of existing sites where feasible.

What to consider when choosing a
mobile phone site
A suitable location for a new mobile phone
site must fulfil the technical network
requirements for improved coverage
for our customers, while balancing the
expectations of the community and impacts
on the local environment. There are a
number of criteria to take into account:
Community/environmental
® Compliance with Resource
Management Act
Compliance with local authority
district plan
Alignment with the Urban Design Protocol
Compliance with NZS 2772.1:1999
RF exposure levels
Visual impact on the landscape
Road safety impacts of roadside cabinets
Noise emissions
Community sensitivity around certain
sites such as schools
Environmental impacts and impacts on
biodiversity
Network requirements
Enhanced network coverage or capacity
Strong and safe construction
Any requirements for line of sight with
other mobile sites
Easy access and maintenance
Available location for lease
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Assurance Statement Assurance Statement

Environmental
Resources
Management

ERM Independent Assurance Report to Vodafone New Zealand Limited Commerce House, Key Observations and Recommendations
Level 2, 13 Commerce Street

Environmental Resources Management Limited (ERM) was engaged by Vodafone  pQ Box 106234, Based on its scope of work, and without affecting the assurance conclusion noted above,
New Zealand Limited (Vodafone New Zealand) to provide independent assurance  Ayckland City 1143

ERM provides the following key observations in relation to good practice:
of its 2007 Corporate Responsibility Report (Report), to the scope of work outlined  New Zealand

below. ¢ Stakeholder engagement processes have been refined. These are presented in the
Telephone: +64 9 303 4664

Report, including the development of a Materiality Register to capture and respond to
Scope of Work Facsimile: +64 9 303 3254 P g g Ve ¥ P

stakeholder issues.
The Report covers Vodafone New Zealand’s operations for the 12 months to ~ Www.erm.com .
31 March 2007, unless stated otherwise in the text. ERM performed this work in
accordance with ERM’s assurance methodology, which is based on the international
assurance standards: ISAE 3000, AA1000 AS and ISO 19011. ERM reviewed
Vodafone New Zealands use of the AA1000 Principles of Completeness,
Materiality and Responsiveness in reporting performance. To do this, ERM

AVodafone Group web-based quarterly reporting system is used to review performance.

Hence, quarterly and trend data, alongside related records, were readily available

during the Assurance process.

* The pro-active role taken with respect to developing telecommunications industry

policies and responses to issues such as text bullying is addressed in the Report.

interviewed a number of personnel and reviewed relevant documentation at

Vodafone New Zealand’s Auckland office, regarding: ERM ERM also provides the following key recommendations for improvement:
1. Data accuracy, including data trails from original site-based data retrieval to the * Whilst the reporting period is 1 April 2006 to 31 March 2007, some items included
final Report, for a representative sample of material parameters. in the Report fall outside of this period, to ensure that the Report is up-to-date at the

2. Robustness of data capture processes, including collation, transcription, internal time of publication. Consideration of an earlier publication date for next year’s Report

reporting and controls in place, such as internal data verification checks. is suggested to address this issue.

* A central streamlined approach is needed for the management and tracking of

3. Adequacy and relevance of key statements made throughout the Report, including stakeholder issues and complaints through all mechanisms (for example, customer

cross-checking of reported data, for a representative sample of key statements. o i
care centres, contractors, network teams and the corporate responsibility team), in

4. Effectiveness of mechanisms in place for Report preparation. particular for non-customer specific queries.

. o . . . . *  As the global importance of climate chan; ntin row, it will be important for
5. Responsiveness to stakeholders via interviews with senior executives and external s the global importance of climate change continues to grow, it will be important fo

stakeholders and a review of stakeholder engagement documentation. Vodafone New Zealand to develop a climate change strategy and present this in next

: q ol . year’s Report.
The scope specifically excluded data and statements relating to financial information

and any dara relating to previous financial years. ERM congratulates Vodafone New Zealand on its continued commitment to
ERM's Independence sustainability reporting.

The ERM team was not involved in the design or compilation of the Report (except éﬂ/{ /7
by way of this independent assurance engagement). During 2006/07, ERM did not

work with Vodafone New Zealand on other consulting engagements. Environmental Resources Management Limited (ERM)

Our Conclusion 16 November 2007

Auckland, New Zealand
On the basis of its scope of work, and in consideration of the limitations of the ) ) ) ) ; o
assurance engagement presented above, ERM concludes, in all material respects, that ERM is an independent global provider of environmental, social and corporate responsibility
Vodafone New Zealand’s 2007 Corporate Responsibility Report appropriately consulting and assurance services. Over the past 4 years we have worked with over half of the
addresses the AA1000 Principles of Completeness, Materiality and Responsiveness worlds 500 largest companies, in addition to numerous governments, international
for the 12-month period to 31 March 2007. In conjunction with this Independent organisations and NGOs.
Assurance Report, ERM will provide a completed Assurance Protocol to Vodafone
New Zealand.
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Corporate responsibility targets Corporate responsibility targets

2007 Performance 2008 Targets
SECTION TARGET DEADLINE PROGRESS SECTION TARGET DEADLINE
CR Management Ensure 100 percent of employees complete March 2007 200 employees outstanding — see page 7 CR Management Survey our employees to assess their understanding of the Vodafone Business Principles March 2008
online training on the Vodafone Business (page 6) ) X L
Principles Integrate CR performance management into standard governance structure and assign responsibility ~ March 2008
for delivery against specific CR targets
Supply Chain Develop and implement a strategy for March 2007 Not completed. CEP requirements will
communicating and promoting the Code of now be integrated into standard supplier Supply Chain Promote the Code of Ethical Purchasing to our existing supplier base March 2008
Ethical Purchasing (CEP) to all of Vodafone’s processes — see page 10 (page 10)
supplier base Integrate Corporate Responsibility criteria into our local supplier qualification process and supplier March 2008
performance management
Stakeholder Map out our stakeholder footprint and design March 2007 Completed in April 2007 — see page 13
Engagement and implement a stakeholder engagement
programme Stakeholder Conduct GlobeScan survey of stakeholder perceptions about Vodafone New Zealand's reputation March 2008
Engagement ) ) ) )
Economic Impacts Bring New Zealand into the top half of OECD December 2010 On track — see page 20 (page 13) Increase employee perception of our performance in managing our key impacts March 2008
pricing benchmark . . . -
Evolve our stakeholder engagement sessions on feedback — integrated sessions with more July 2008
Social Impacts Implement access controls to prevent minors March 2007 Filter for content on Vodafone network groups represented
from accessing adult content and services implemented July 2007, offnet filter | K . .
pending — see page 24 Economic Impacts Bring New Zealand into the top half of OECD pricing benchmarks December 2010
(page 16)
Introduce three significant products with features  March 2008 On track — SIMPLY and TALKS launched Commission research into the economic productivity benefits of fixed/mobile convergence March 2008

and mobile working on New Zealand businesses

that reduce exclusion —see page 26
Employees Maintain a 10 percent reduction of workplace March 2008 Achieved - see page 29 Social Impacts Implgment aresponsible marketing campaign to raise awareness of the dangers of using a March 2008
incidents against 2005 figures (page 22) mobile phone on the road*
Health and mobile Directly engage with the public, customers, key ~ Ongoing Achieved - see page 32 Introduce three significant products with features that reduce exclusion March 2008
technology opinion formers and employees on mobile phone A . . . .
N Review information available to parents about mobile phones, text bullying and adult content March 2008
sites and health
Implement an ongoing internal audit process to Ongoing Achieved - see page 33 Promote the NetSafe text bullying hotline and text bullying advice to a broader audience*® March 2008
lensure 100 p(lercent Of.VOdafOHE r?ta'l stores have Employees Top quartile employee engagement relative to NZ companies March 2009
independent information on mobiles and health (page 28)
readily available for customers Maintain a 10 percent reduction of workplace incidents against 2005 figures March 2008
Environment Establish quantitative targets for phasing out March 2007 Single target set to remove all ODS Health and mobile Directly engage with the public, customers, key opinion formers and employees on mobile phone 0Ongoing
Ozone Depleting Substances by 2012 —see page 37 technology sites and health
age 32,
Establish quantitative targets for network energy ~ March 2007 Targets established — see page 35 (pag )
efficiency and related carbon emissions Environment Collect 75,000 handsets for recycling March 2008
X 5 (page 34)
Reuse and/or recycle 95 percent of network Ongoing Achieved - see page 37 Commission independent research into the potential for mobile communications to reduce July 2008

equipment waste New Zealand’s carbon emissions

® ©0 0 6 6066 O O & O

Target customers through trade-in deals and March 2007 37,511 handsets collected — see page 37 Reuse and/or recycle 95 percent of network equipment waste Ongoing

corporate recycling schemes to achieve our target

of 75,000 handsets per annum Conduct an audit of our network waste streams including packaging waste from network equipment*  May 2008
Reduce carbon emissions per MB of traffic by 40% against 2006 levels March 2010
Phase out the use of all Ozone Depleting Substances in our airconditioning units December 2012

Conduct an audit of Vodafone stores and Vodafone franchises to test awareness of mobile recycling. ~ March 2008
Design a communication to raise awareness among retail employees*

Beat our energy target of 36GWh electricity consumption March 2008
Responsible network Conduct a survey of the landlords of our leased mobile phone base station sites March 2008
deployment
(page 38)

* Stakeholder target — see page 15
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