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VODAFONE LIMITED
Company No: 01471587

STRATEGIC REPORT

Strategic report for the year ended 31 March 2014

Market conditions remained difficult during the year ended 31 March 2014. This was due to a number of
reasons: lower customer spend; a decline in handset market volumes; competitive market pricing; and on-
going regutatory pressure. As a company, including mobile and fixed we achieved £7.0 billion of revenue (2013:
£5.0 billion), an increase of 42% driven by the inclusion of the trade of Cable & Wireless's UK operations from 1
April 2013. This included a 4.4% decline in mobile service revenue for the year, with +1% customer base growth
being offset by a -6% decline in Average Revenue Per User. Our profitability was also under pressure and, when
combined with the fixed business result, operating profit declined to £5.9 million from £134.6 million profit in
~ the prior year. '

In Quarter 4 the revenue trend improved with the decline in organic service revenue slowing to -3.6% from -

5.1% in Quarter 3. This improvement was driven by a 5% increase in contract customers to 11.7 million over the
_year, and in the year we posted 562,000 contract net adds: Contract churn improved by 0.4 percentage points

to16.2%. : ’

Take-up of 4G has been_encouraging with 637,000 customers using the service boosted by our content deals
with Spotify and Sky Sports Mobile TV.

The integration of the UK operations of Cable & Wireless Worldwide was accelerated at the end of the year and
we continue to deliver synergies as planned, including delivering our plans for the integrated network. The
integration has helped us create a significant Enterprise business, and there is a growing fixed pipeline in
Enterprise. »

We have invested heavily in our Network programme, as part of our commitment to build the UK's strongest
network. We announced that in 2014 we will invest and spend £1 billion in the UK network and services, and will
make a similar investment in 2015.

By 31 March 2014 we had already extended Ultrafast 4G to over 200 cities, towns and districts, following our
launch in August 2013. We have also introduced HD Voice across the majority of our sites.

We continue to make good progress in network performance as part of our commitment to provide coverage
using 2G, 3G and 4G services to 98% of the UK. This will be a significant movement for us and will strengthen
our relationship with our customers and help differentiate us from our competitors. N

Good progress has already been made on expanding our high street presence and strengthening our branded
distribution channels. As part of the £100 million initiative we announced in April, seven stores had opened by
~ the yearend.

Overall, the_ company has delivered some good results, but it has been a challenging year. Our strategy is to
continually improve our financial and operating performance by differentiating the company from competitors
through improved customer experience combined with building the UK's strongest network.



VODAFONE LIMITED

Company No: 01471587 -

‘ STRATEGIC REPORT
' Financial Position and Liquidity

The balance sheet on page 12 of the financial statements shows the Company s overall financial position at the
end of the year :

The major source of liquidity for the Company comes from the cash generated from trading activities. The
Group’s treasury function prevides a centralised treasury service to the Company, including managing its cash
flow risks and follows a framework of policies and guidelines authorised and reviewed annually by the Group’s
management. Going concern is discussed within the statement of accounting policies (see note 1).

During the year the Company continued to invest'in its network infrastructure. Total expenditure on tangible
fixed assets was £883.8m (2013: £550.4m), an increase of £333.4m. This increase reflects the inclusion of the
ex-Cable & Wireless UK business.

Net current assets decreased by £316.9m in the year 31 March 2014, including a decrease in the deferred tax
asset (see note 16) of £246.1m. Provisions reduced by £79.0m in the year largely as a'result of the settlement
.of liabilities in respect of exited properties.

The Company closed the year with cash of £61m and required no significant long term funding from group
undertakings despite the drop in operating profit in the year. For further details of current and long term
amounts payable to and due from the parent company and fellow subsidiary undertakings, see notes 12, 13.and
14 of the financial statements.



VODAFONE LIMITED

‘Company No: 01471587

' STRATEGIC REPORT:

Principal risks and uncertainties

The Company has a clear framework for identifying and managing risk, both at an operational and- strategic
level. Our risk identification and mitigation processes have been designed to be responsive to the ever-

changing environments in which we operate.

The principal risks and uncertainties for the Company and mitigatihg factors are as follows:

Key Risks

Mitigating factors

Failure to protect customer information

We host increasing quantities and types of customer
data in both enterprise and consumer segments and
any failure to protect data adequately could affect our
reputation and lead to legal action.

Hardware and software applications include security
features which are reviewed by our technology and
corporate security functions to ensure compliance
with our policies and security standards. :

Regulation

‘We need to comply with an extensive range of
regulatory requirements including the licensing,
construction and operation of our networks and
services that can lead to adverse impacts on our
business. h

We monitor market developments closely, identifying
risks in our current and proposed commercial
propositions, which are factored intd our business
planning process, competitive commercial pricing
and product strategies. We also make interventions at
a national and international level in respect of
legislative, fiscal and reqgulatory proposals which we
feel are not in the interest of the Company.

Network or IT systems failure

Major failure or malicious attack on our network or IT
systems may result in service interruption and
consequential customer and revenue Loss.

Specific back-up and resilience requirements are built
into our networks combined with regularly tested
business continuity and disaster recovery plans.

Key suppliers
We depend on a limited number of suppliers for

strategically important network and IT infrastructure

and associated support services to operate and
upgrade our networks and. provide key services to our
customers.

We periodically review the performance of key
suppliers, including identifying and managing
“suppliers at risk” and having business continuity
plans in case of supplier failure.

D Gal

Director

|6 @'eC&AL‘(f.'ZO"-‘—‘




VODAFONE LIMITED
- .- . Company No: 01471587
REPORT OF THE DIRECTORS

The directors present their report and the audited financial statements of the Company for the year ended 31
March 2014.

Results and dividends

For the year ended 31 March 2014, the Company reported a loss on ordinary activities after taxation of £451.9
(2013: £59.0m loss). The profit and loss account set out on page 10 of the financial statements summarises the
trading, interest and tax components of the loss for the year. The directors do' not recommend the payment of a
final dividend (2013: £nil).

Future developments ,
The future development of the business has been outlined in the Strategic Report.
Directoks '

The directors of the Company, who served throughout the year, unless otherwise indicated, are as follows:

- Jlaurence Resigned 6 November 2013
J Campbell Resigned 6 November 2013
D Galli )

HJ Hoencamp Appointed 6 November 2013
H Lamprell Appointed 6 November 2013

Registered office

The registered office of the Company is Vodafone House, The Connection, Newbury, Berkshire, RG14 2FN,
England. . ' '

Financial risk management

The Company follows Group policy to manage its financial risks which include liquidity risk, market risk (interest
rate management and foreign exchange management) and credit risk. The Group's treasury function provides a
centralised service to the Group, including the Company, and follows a framework of policies and guidelines
authorised and reviewed annually by the Group's management.

There has been no significant change during the financial year to the types of financial risks faced by the
Company, or the Company's approach to the management of those risks.

Further details. of the Group's policies can be found in the annual report and audited financial statements of
Vodafone Group Plc. '



VODAFONE LIMITED
Company No: 01471587 -
REPORT OF THE DIRECTORS (coﬁtinued)

. Employee involvement and commitment

Employee involvement and commitment is encouraged throughout the Company and is the responsibitity of
the Board of directors. , o

Regular contact 'and exchanges of information between managers and staff is maintained through team
briefings, internal newsletters, company notices and informally via social functions.

The directors of the Company are committed to the principle of employee share participation and, accordingly,
during the year have continued the Vodafone Group Plc 2008 Sharesave Plan and Vodafone Group Plc 1998
Sharesave Scheme. These schemes provide employees with the opportunity to acquire Vodafone Group Plc
shares on an advantageous basis and they are operated with tax benefits under HM Revenue & Customs
approved share scheme arrangements. There is a high level of employee participation. -

Consultation with employees or their representatives has continued at all levels, with the aim of ensuring that
their views are taken into account when decisions are made that are likely to affect their interests and that all
employees are aware of the financial and economic performance of their business units and of the company as
a whole. Communication with all employees continues through the in-house newsletters and bulletins, briefing
groups and the distribution of the quaiterly financial results.

Disabled persons

Applications for employment by. disabled persons are always fully considered, bearing in mind the respective
aptitudes and abilities of the applicant concerned. In the event of members of staff becoming disabled, every
effort is made to ensure that their employment with the company continues and the appropriate training is
arranged. It is the policy of the company that the training, career development and promotion of a disabled
person should, as far as possible, be identical to'that of a person who does not suffer from a disability.



VODAFONE LIMITED
Company No: 01471587
REPORT OF THE DIRECTOR'SA(conAtinued)

Statement of directors’ responsibilities
]

The directors are responsible for preparing the annual report and the audited financial statements in
accordance with applicable taw and-regulations.

Company law requires the directors to prepare financial statements for each financial year. Under that law the
directors have elected to prepare the financial statements in accordance with United Kingdom Generally
Accepted Accounting Practice (United Kingdom Accounting Standards and applicable law). Under company law
the directors must not approve the financial statements unless they are satisfied that they give a true and fair
view of the state of affairs of the Company and of the profit or loss of the Company for that period. In preparing
these financial statements, the directors are required to:

e select suitable accounting policies and then apply them consistently;
e makejudgements and accounting estimates that are reasonable and prudent;

e state whether applicable UK Accounting Standards have been followed subject to any material
departures disclosed and explained in the financial statements; and

e prepare the financial statements on the going concern basis unless it is inappropriate to presume
that the Company will continue in business.

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain
the Company's transactions and disclose with reasonable accuracy at any time the financial position of the
Company and enable them to ensure that the financial statements comply with the Companies Act 2006. They
are also responsible for safeguarding the assets of the.-Company and hence for taking reasonable steps for the
prevention and detection of fraud and other irregularities.

The directors are responsible for the maintenance and integrity of the corporate and financial information
including that presented on the company’s website. Legislation in the United Kingdom governing the
preparation and dissemination of financial statements may differ from legislation in other jurisdictions.

Indemnification of directors

“In accordance with the Company's articles of association and to the extent permitted by law, the directors may
be granted an indemnity from the Company in respect of liabilities incurred as a result of their office. In respect

" of those matters for which the directors may not be indemnified, Vodafone Group Plc maintained a directors’
and officers’ liability insurance policy throughout the year. This policy is renewed annually in August. Neither
the Company's indemnity nor the insurance provides cover in the event that the director is proven to have
acted dishonestly or fraudulently. '



VODAFONE LIMITED
Company No: 01471587

REPORT OF THE DIRECTORS (continued)

Statement as to disclosure of information to auditor

. Having made the requisite enquiries, so far as.the directors are aware, there is no relevant audit information (as
" defined by Section 418 of the Companies Act 2006) of which the Company's auditor is unaware, and the
directors have taken all the steps they ought to have taken to make themselves aware of any relevant audit
information and to establish that the Company's auditor is aware of that information. '

The report of the directors was approved by the Board on 16 December 2014 and signed on its behalf by:

Gz

D Galli -
Director

16 Deconker 2014

-



INDEPENDENT AUDITOR'S REPORT
TO THE MEMBERS OF
VODAFONE LIMITED

We have audited the financial statements of Vodafone Limited for the year ended 31 March 2014 which
comprise the profit and loss account, the statement of total recognised gains and losses, the reconciliation of
movements in shareholders’ funds, the balance sheet and the related notes 1 to 27. The financial reporting
framework that has been applied in their preparation is applicable law and United Kingdom Accounting
"Standards (United Kingdom Generally Accepted Accounting Practice).

This report is made solely to the Company's members, as a body, in accordance with Chapter 3 of Part 16 of the
Companies Act 2006. Our audit work has been undertaken so that we might state to the Company's members
those matters we are required to state to them in an auditor's report and for no other purpose. To the fullest
extent permitted by law, we do not accept or assume responsibility to anyone other than the Company and the
Company's members as a body, for our audit work, for this report, or for the opinions we have formed.

Respective responsibilities of directors and auditor

As explained more fully in the Statement of Directors’ Responsibilities, the directors are responsible for the
preparation of the financial statements and for being satisfied that they give a true and fair view. Our
responsibility is to audit and express an opinion on the financial statements in accordance with applicable law
and international Standards on Auditing (UK and Ireland). Those standards require us to comply with the
Auditing Practices Board's Ethical Standards for Auditors.

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures in the financial statements sufficient
to give reasonable assurance that the financial statements are free from material misstatement, whether
caused by fraud or error. This includes an assessment of: whether the accounting policies are appropriate to the
Company's circumstances and have been consistently applied and adequately disclosed; the reasonableness of .
significant accounting estimates made by the directors; and the overall presentation of the financial
statements. ' '

In addition we read all the financial and non-financial information in the annual report to identify any material
inconsistencies with the audited financial statements and to identify any information that is apparently
materially incorrect based on, or materially inconsistent with, the knowledge acquired by us in the course of
performing the audit. If we become aware of any apparent material misstatements or inconsistencies we
consider the implications on our report.



INDEPENDENTAUDITOR’SREPORT _
TO THE MEMBERS OF

VODAFONE LIMITED (continued)

Opinion on financial statements

In-our opinion the financial statements:

e  give a true and fair view of the state of the Company's affairs as at 31 March 2014 and of its loss for the
year then ended;

e have been properly prepared in accordance with United Kingdom Generally Accepted Accounting
Practice; and A : o '

e  have been prepared in accordance with the requirements of the Companies Act 2006.

Opinion on other matters prescribed by the Companies Act 2006

in our opinion the information given in the Dir_ectors’ Report and Strategic Report for the financial year for
which the financial statements are prepared is consistent with the financial statements.

Matters on which we are required to report by exception

We have nothing to report in respect of the following matters where the Companies Act 2006 requires us to
report to you if, in our opinion:

e adequate accounting records have not been kept, or returns adequate for our audit have not been
received from branches not visited by us; or .

e thefinancial statements are not in agreement with the accounting records and returns; or

e  certain disclosures of directors’ remuneration specified by law are not made; or

e we have not received all the information and explanations we require for our audit.

David Griffin FCA (Senior Statutory Auditor)
for and on behalf of Deloitte LLP
Chartered Accountants and Statutory Auditor

London, UK
16 December 2014



VODAFONE LIMITED
PROFIT AND LOSS ACCOUNT

FOR THE YEAR ENDED 31 MARCH.2014

Notes 2014 © 2013

' £m CEm

TLlrnover | ‘ | 23 6,969.2 5,062.5
Operating profit 3 | 59 1346
Loss on disposal of tangible assets ' - (15.7) (26.5)
Net interest payable , 6 | ; (295.0) (292.4)
Loss oni ordinary activities befbre taxation ' (304.8) (184.3)
Tax (charge)/credit on loss on ordinary activities 7 (147.1) 1253
Loss for the financial year 19 - (451.9) (59.0)

Please refer to note 19 for movements in reserves.
All results derived from continuing operations.

The accompanying notes are an integral part of these financial statements.

10



VODAFONE LIMITED
STATEMENT OF TOTAL RECOGNISED GAINS AND LOSSES

FOR THE YEAR ENDED 31 MARCH 2014

Note .2014 2013
£m £m
Loss for the financial year ‘ (451.9) (590
‘Actuarial gain in the value of defined benefit retirement plans 19,23 790 -
Effect of pension asset limit : o 19,23 (62.5)
Deferred tax attributable to actuarial gain . 16,19 (3.3)
Total recognised.loss for the financial year ) . (438.7) (59.0)
VODAFONE LIMITED

RECONCILIATION OF MOVEMENTS IN SHAREHOLDERS’ FUNDS

FOR THE YEAR ENDED 31 MARCH 2014

Note 2014 2013
£m - £€m
Total recognised gains and losses for the financial year ' (438.7) (59.0)
Net capital contribution to parent company in relation to ,
share-based payments 18 - (1.8) (8.5)
Issue of new shares . ' - 2,605.2
Deemed distribution , : © (4548)
Capital reduction , _ : - ' 2200
-Net movement in shareholders' funds ‘ (440.5) 2,302.9
Opening shareholders' funds - . - 2,663.5 360.6
Closing shareholders' funds ' 22230 2,663.5

11



Company No: 01471587
VODAFONE LIMITED R :

BALANCE SHEET .

AS AT 31 MARCH 2014

Note 2014 . 2013
: £m Em - .
Fixed assets
Intangible assets : -8 38810 42927
Tangible assets 9 2,984.1 28229
Investments ' . 10 4953 485.0
' 7360.4 7.600.6
Current assets :
Stocks : 11 70.1 - 667
_Debtors: amounts falling due within one year ) 12 4,669.3 49791
Debtors: amounts falling due after more than one year 12 1,0653 1,305.4
Cash at bank andin hand : 61.1 81.9
5.865.8 6,433.1
Creditors: amounts falling due within one year 13 (4,325.1) . (4,575.5)
NET CURRENT ASSETS o 1,540.7 ’ 1,857.6
TOTAL ASSETS LESS CURRENT LIABILITIES 89011 - -9,4582
Creditors: amounts falling due after more than one year 14 (6,374.5) (6,353.8)
. Provisions for liabilities - 15 (2935) (372.5)
.Pension Deficit - : 23 (10.1) (68.4)
NETASSETS : 22230 26635
CAPITAL AND RESERVES "
Called up share capital ' 17 - -
Share-based payment reserve : 18 (79 : (6.1
Share Premium Account 19 2,605.2 2,605.2
‘Profit and Loss Account 19 (3743) 64.4
| TOTAL SHAREHOLDERS' FUNDS ' : 2,223.0 2,663.5

The financial statements of Vodafone Limited (registered number 01471587) were approved and authorised for ™
issue by the Board on 16 December 2014, and were signed on its behalf by:

iy Ay, Director
D_ Galli

The accompanying notes are an integral part of these financial statements.

12



VODAFONE LIMITED
NOTES TO THE FINANCIAL STATEMENTS

FOh THE YEAR ENDED 31 MARCH 2014

1. Statement of accounting policies

The financial statements have been prepared in accordance with applicable United Kingdom law and
accounting standards. The accounting policies adopted in respect of material items are described below. The
accounting.policies have been applied on a consistent basis during the current and the preceding year.

" Basis of preparation

The financial statements have been prepared under the historical cost convention and i in accordance with the
Companies Act 2006 and applicable UK Accounting Standards.

After reviewing the Company’s budget for the twelve months to 31 March 2015 and the latest forecast, taking
into account reasonably possible changes in trading performance, and other longer term plans, the directors
are satisfied that, at the time of approving the financial statements, it is appropriate to adopt the going concern
basis in preparing the financial statements. '

The Company is exempt by virtue of section 400 of the Companies Act 2006 from the requirement to prepare
group accounts. These financial statements present information about the Company as an individual
undertaking and not about its group.

Turnover

Turnover, which excludes sales taxes, is in respect of telecommunications services provided to customers. In
respect of the mobile business this includes monthly access charges, airtime usage, messaging and handset
sales. In respect of the fixed line business this includes fixed line telecommunications services including data
and voice services and information provision, revenue from the sale of equipment, including handsets.

Access charges and airtime used by contract customers are invoiced and recorded as part of a periodic billing
cycle and recognised as turnover over the related access period. Revenue from the sale of prepaid credit is
-deferred until such time as the customer uses the airtime, or the credit expires.

Incentives are provided to customers, in various forms and are usually offered on signing a new contract or as
part of a promotional offering. Where incentives are provided on connection of a new customer or the upgrade
of an existing customer, revenue representing the fair value of the incentive, relative to other deliverables
provided to the customer as part of the same arrangement, is deferred and recognised in line with Vodafone
Limited's performance of its obligations relating to the incentive.

For equipment sales made to intermediaries, revenue is recognised if the significant risks associated with the
equipment are transferréd to the intermediary and the intermediary has no general right of return. [f the
significant risks are not transferred, revenue recognition is deferred until sale of the handset to an end customer
by the intermediary or the expiry of the right'of return.



VODAFONE LIMITED
.NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 MARCH 2014

1. Statement of accounting policies (continued)

Turnover (continued)

Other turnover from mobile telecommunications primarily comprises equipment sales, which are recognised
upon delivery to customers and customer connection revenues. Customer connection revenues are recognised
together with the related equipment revenue to the extent that the aggregate equipment and connection
revenues do not exceed the fair value of the equipment delivered to the customer. Any customer connection
revenues not recognised together with related equipment revenues are deferred and recognised over the
period in which services are expected to be provided to the customer.

Amounts payable by telecommunications operators for interconnection and transmission of content are
recognised as the services are provided. Charges are negotiated separately and are subject to continual review.
Revenue generated through the provision of these services is accounted for gross of any amounts payable to
othertelecommunications operators for interconnect fees. In certain instances the Company uses estimates to
determine the amount of income receivable, and these estimates may be subject to retrospective adjustment.
These estimates are periodically adjusted to reflect actual pricing or usage. These adjustments are recognised
in the year in which the adjustments are made.

Revenue from data services and information provision is recognised when the Company has performed the
related service and depending on the nature of the service is recognised either at the gross amount billed to the
customer or the amount receivable by the Company as commission for facilitating the service.

In revenue arrangements mcludmg more than one deliverable, the arrangement consideration is allocated to
each deliverable based on the fair value of the individual element. The Company generally determines the fair
value of individual elements based on prices at which the deliverable is regularly sold on a stand alone basis,
after considering volume discounts, where appropriate.

Intangible assets

Purchased intangible assets, including licence fees, are capitalised at cost and stated at cost less amortisation
and provision forimpairment. ‘

Goodwill is calculated as the surplus of cost over fair value attributed to the net assets of businesses acquired.
Goodwill is capitalised and-amortised on a straight-line basis over its estimated useful economic life. The
amortisation period for goodwill is typically between three and twenty years.

Licence fees are capitalised and amortised on a straight-line basis over its estimated useful economic life. The
amortisation period for the 3G licence fees is 17.1 years. The amortisation period for the 4G licence fees is 20
years.

Acquired customer bases are capitalised.and amortised, using the ‘sum of digits’ method.



VODAFONE LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continuedj

FOR THE YEAR ENDED 31 MARCH 2014

1. Statement of accounting policies (continued)

‘Tangible fixed assets
Tangible fixed assets are stated at cost less accumulated depreciation and any provision for impairments.

Included within the cost of network infrastructure systems are materials awaiting installation which are valued
at cost less a provision for excess and obsolete items. The materials are used in the construction and
maintenance of new and existing infrastructure and, when issued, are charged either to the cost of specific
infrastructure or to the profit and loss account.

The cost of tangible fixed assets includes directly attributable incremental costs incurred in their acquisition
and installation.

Depreciation of tangible fixed assets

Depreciation is not provided on freehold land. Depreciation of other tangible fixed assets is charged so as to
write off the cost of assets, other than assets under construction, using the straight-line method over their
estimated useful lives, as follows: - '

Freehold buildings ' 40-50 years

Leasehold improvements 5-40 years
Plant and machinery 1-7 years
Motor vehicles 4 years
Furniture and fittings ' 5-10 years
Network infrastructure 5-40 years

Website development costs

Design and content development costs are capitalised only to the extent that they lead to the creation of an
enduring asset, delivering benefits at least as great as the amount capitalised. If there is insufficient evidence on
which to base reasonable estimates of the economic benefits that will be generated in the period until the
design and content are next updated, the costs of developing the design and content are charged to the profit
and loss account as incurred.

Investments

Investments held as fixed assets are stated at cost less provision for any permanent diminution in value. The
performance of investments is reviewed annually at each year end to .establish whether there has been a
permanent diminution in.the value of the investment which would necessitate a provision.

15



VODAFONE LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 MARCH 2014

1. Statement of accounting policies (continued)

Stocks
Stocks are valued at the lower of cost and estimated net realisable value.
Provision is made where stock is slow moving or obsolete to reduce cost to its net realisable value.

Provisions relating specifically to handset inventories are calculated using an appropriate methodology based
on forecast handset sales. Four months after the introduction of a handset into the market, the full carrying
vatue of all handset inventories in excess of the lower of the previous four months' historical sales and four
months' forecast sales demand is provided for.

Provisions for accessories, data cards, returned handsets and other inventory |tems are calculated with
reference to historic sales experience and forecast demand.

Leases

Rental costs under operating leases are charged to the profit and loss account in equal annual amounts over
the periods of the leases.

Assets acquired under finance leases, which transfer substantially all the rights and obligations of ownership,
are accounted for as though purchased outright. The fair value of the asset at the inception of the lease is
included in tangible fixed assets and the capital element of the leasing commitment included in creditors.
Finance charges are calculated on an actuarial basis and are allocated over each lease to produce a constant
rate of charge on the outstanding balance.

Trade debtors

Trade debtors are stated at amounts invoiced as reduced by allowance for estimated irrecoverable amounts.
Estimates are based on the ageing of the debt balances and historical experience. Debtors are written off when
management deems them to be irrecoverable. :

Taxation

Current tax, including UK corporation tax and foreign tax, is provided at amounts expected to be paid,.or
recovered, using the tax rates and laws that have been enacted or substantively enacted at the balance sheet
date.

Deferred tax is provided in full on timing differences which result in an obligation at the balance sheet date to
pay more tax, or a right to pay less tax, at a future date, at rates expected to apply when they crystallise based on
tax rates and laws that have been enacted or substantively enacted at the balance sheet date. Timing
differences arise from the inclusion of items of income and expenditure in taxation computations in periods
different from those which are included in financial statements. Deférred tax assets are recognised to the extent
that it is regarded as more llkely than not that they will be recovered. Deferred tax assets and liabilities are not
discounted. : :

16



VODAFONE LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 MARCH 2014

1. Statement of accounting policies (continued) .

Share-based payments

Vodafone Group Plc issues equity-settled share awards to certain of the Company's employees. Equity-settled
share-based payments are measured at fair value (excluding the effect of non-market-based vesting conditions)
at the date of grant. The fair value determined at the grant date of the equity-settled share-based payments is
expensed on a straight-line basis over the vesting period, based on the Company's estimate of the shares that
will eventually vest and adjusted for the effect of non market-based vesting conditions. Fair value is measured
using a binomial pricing model which is calibrated using a Black-Scholes option pricing framework. The
expected life used in the model has been adjusted, based on management's best estimate, for the effects of
non-transferability, exercise restrictions and behavioural considerations.

Where Vodafone Group Plc grants rights or share options over its shares to employees of the Company, the
-Company records this as a capital contribution directly in equity. Where the Company makes cash payments to
its parent in respect of any rights or share options granted, such cash contributions are accounted for as a
reduction in the capital contribution received, up to the fair value recorded for such right or share option
granted (see note 18).

The adoption of this accounting policy is only applicable to share options granted after 7 November 2002.

Pensions

The asset or deficit recognised in the balance sheet in respect of the defined benefit plan represents the fair
value of plan assets less the present value of the defined benefit obligations at the reporting date. Assets are
recognised as the present value of the economic benefits available in the form of refunds from the plan or
reductions in future contributions to the plan. Defined benefit obligations for the scheme are calculated
annually by independent actuaries using the projected unit method. The present value of these obligations is
determined by discounting the estimated future cash outflows using interest rates of high quality corporate
bonds that are denominated in the currency in which the benefits will be paid. The bonds used have terms to
maturity approximating the terms of the related pension obligation.

The Company recognises actuarial gains and losses, arising from experience adjustments and changes in
actuarial assumptions, in the period in which they occur in the statement of total recognised gains and losses.
Past service costs are recognised immediately in the profit and loss account, unless the changes to the pension
plan are conditional on the employee remaining in service for a specified period of time (the vesting period). In
these cases, the past service costs are amortised on a straight-line basis-over the vesting period.

Current service costs and any past service costs, together with the unwinding of the discount on plan liabilities
less the expected return on plan assets, are included within operating costs.

The Cable & Wireless Worldwide Retirement Plan and certain other pension schemes acquired with the former
Cable & Wireless UK business on 31 March 2013 (see note 23) are treated in this manner. '

It is not possible for Vodafone Limited to identify its share of the underlying assets and liabilities of the
Vodafone Group Pension Scheme on a consistent and reasonable basis. Accordingly, as permitted by Financial
Reporting Standard (“FRS") 17, the Company accounted for contributions to this scheme as if it were a defined
contribution scheme. .

Defined contribution pension costs charged to the profit and loss account represent contributions payable in
respect of the year. :

17



VODAFONE LIMITED
NOTES TO THE FINANCIAL STATEM ENTS (continued)
FOR THE YEAR ENDED 31 MARCH 2014

1. Statement of accounting policies (continued)

Cash flow statement

In accordance with the provisions of FRS 1 (Revised), a cash flow statement has not been prepared since the
Company is a wholly-owned subsidiary of Vodafone Group Plc, a company registered in England and Wales,
which prepares consolidated financial statements that include a consolidated cash flow statement, and which
are publicly available.

Research and development

ft is Company policy that research and development expenditure is written off to the profit and loss account
when incurred.

Fixed assets held in order to provide facilities for research and development activities are capitalised and
depreciated over the period of their expected economic life, in accordance with normal accounting practice.

Foreign currencies

Transactions in currencies other than the entity’s reporting currency are recorded at the exchange rate
prevailing on the date of the transaction. At each balance sheet date, monetary items denominated in foreign
currencies are retranslated at the rates prevailing on the balance sheet date. Non-monetary items carried at fair
value that are denominated in foreign currencies are retranslated at the rate prevailing on the date when fair
value was determined. Non-monetary items that are measured in terms of historical cost in a foreign currency
are not retranslated. Exchange differences arising on the settlement of monetary items, and on the
retranslation of monetary items, are included in the proflt and loss account for the period.

' Capital instruments

Borrowings are initially stated at the amount of the net proceeds after deducting any issue costs. Issue costs
together with finance costs are charged to the profit and loss account over the terms of the borrowings and
represent a constant proportion of the balance of capital repayments outstanding. Accrued finance charges and
issue costs are added to the carrying value of these borrowings. Accrued interest and finance charges that.fall
due within one year are included within current liabilities.

Finance costs.. . e _ R

Finance costs of financial liabilities are recognised in the profit and loss account over the term of-such
instruments at a constant rate on the carrying amount.

Finance costs which are directly attributable to the construction of tangible fixed assets are capitalised as part
of the cost of those assets. The commencement of capitalisation begins when both finance costs and
expenditure for the asset are being incurred and activities that are necessary to get the asset ready for use are in
progress. Capitalisation ceases when substantially all the activities that are necessary to get the asset ready for
use are complete. :
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VODAFONE LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)

FOR THE YEAR ENDED 31 MARCH 2014

2. Turnover

The Company operates in one class of business, being the supply of télecommunications voice and data
products and services.

In both the current and prior years, turnover was generated predominantly by operations in the United
Kingdom, as determined by the destination of turnover.

3. Operating profit

2014 2013
€m £m

Turnover . 6,969.2 ' 5062.5
Cost of Sales ' - (5,564.7) (3,895.2)
Gross profit “ 14045 - 11673
Selling and distribution costs : (706.6) (536.4)
Administrative expenses (692.0) (496.3)

(1,398.6) (1.032.7)

Operating profit - ’ | 59 1346
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VODAFONE LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)

FOR THE YEAR END:EDA31 MARCH 2014

3. Operating profit (continued)

Operating profit is stated after charging/(crediting): 2014 2013
‘ ' £m A £m
Depreciation of owned tangible fixed assets ' 675.4 4483
Payments under operating leases: )
Land and buildings ' ' 78.6 . 99.8
Other assets ' ' 90.2 33.1
Fees payable to the Company's auditor: ' 4 ,
Audit of the Company's financial statements : 0.8 : 09
Amortisation of licence fees ) 374.2 3488
Amortisation of goodwill and customer bases - 375 128

Exchange gain : (8.8) : (2.0)

Costs in respect of assurance services other than the auditing of the Company's financial statements are
included within the consolidated disclosure within the financial statements of Vodafone Group Plc. '

4. Employees

The average number of persons directly employed by the Company (including directors) during the year was:

2014 2013

Number ' Number

Selling and distribution 5459 3,880

Administration . . . 6695 3,078

12,154 - 6,958

‘The costs incurred in respect of employees (including directors) were: _

2014 ' 2013 .

© £m £m

Wages and salaries | : ' . 4634 | 2820

Social security costs . : 55.3 344

Other pension costs S : , 17.1 , 311

Cost of employee share schemes . ' © 13.7 10.1

' ' . 5495 . 3576
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VODAFONE LIMITED

NOTES TO THE FINANCIAL STATEMENTS (continued)

FOR THE YEAR ENDED 31 MARCH 2014

5. Directors’ remuneration

Emoluments

Company payments to defined contribution pension schemes

2014 2013

£'000 _ £'000
2,080 . 2,822

77 ' 85
2,157 2,907

The emoluments shown are those earned by the directors in performing qualifying services for the Company

during the year.

Number of directors in the year who:

Are members of a defined benefit pension scheme:

_Are members of a defined contribution pension scheme:

Highest paid director's remuneration

2014 ' 2013
Number Number
3 3

3 '3

2014 B 2013
£'000 £'000
981 1,931

There were no amounts Aaccrued at 31 March 2014 for the pension-of the highest paid diréctor (2013:£26,571).

All directors of the Company.participate in Vodafone Group Plc share plans which are described in note 22. Four
directors exercised share options during the year. ) ' )
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VODAFONE LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)

FOR THE YEAR ENDED 31 MARCH 2014

6. Net interest payable

2014 - 2013
, £m : £m
Interest receivable and similar income: _ :
Vodafone Group Plc companies 171 132
Other : - : 1.3
17.1 14.5 ’
Interest payable and similar charges: .
Vodafone Group Plc companies : (304.3) (303.7)
Other . (7.8) (3.2)
(312.1) (3069
(295.0) " (292.4)
7. Tax (charge)/credit on loss on ordinary activities
2014 - 2013
£m : €m
UK Corporation Tax at 23% (2013: 24%) 872 315
Adjustment for under/(over) provisions in prior years ‘ 8.5 (63.8)
Total current tax credit/(charge) 95.7 . (323
Deferred taxation (charge)/credit - current year (175.4) 69.3
Deferred taxation (charge)/credit - prior year - (67.4) ' 883
Total tax (charge)/credit : (147.1) 1253

The elements of deferred taxation are shown in note 16 to the financial statements.
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VODAFONE LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)

FOR THE YEAR ENDED 31 MARCH 2014

7.Tax (charge)/credit on loss on ordinary activities (continued)

The standard rate of tax for the year, based on the UK standard rate of corporation tax, is 23% (2013: 24%). The
actual tax credit/(charge) for the current and previous year differs from the tax credit/(charge) at the standard
rate for the reasons set out in the following reconciliation:

2014 2013
E£m £m

Loss on ordinary activities beforetax : : (304.8) . (184.3)
Tax on loss on ordinary activities before taxat .
standard rate of 23% (2013: 24%) 70.1 442
Factors affecting tax credit/(charge) for the year:
Accelerated capital allowances ' 21.1 ' (2.9
Permanent differences - ' 3.7 4.8
Other short-term timing differences - 74 1.6
Expenditure not deductible and other items (15.1) (16.2) -
Adjustments to tax credit/(charge) in respect of previous periods - 8.5. (63.8)

Current tax credit/(charge) for the year : 95.7 (32.3)
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- VODAFONE LIMITED

NOTES TO THE FINANCIAL STATEMENTS (continued)

FOR THE YEAR ENDED 31 MARCH 2014

8. Intangible assets

Customer
Goodwill Licence Fees Bases Total
£€m £m £€m £m
Cost
As at 1 April 2013 and 31 March - | ~
2014 1,619.1 '6,826.9 25.1 8,471.1
Amortisation
-As at 1 April 2013 . ‘ (1,226.8) (2941.4) (10.2) (4,178.4)
Charge for the year (32.2) (374.2) (5.3) (4117
As at 31 March 2014 ) (1,259.0) (3315.6) (15.5) (4590.1)
Net book value
As at 31 March 2014 : 360.1 35113 9.6 3,881.0
As at 31 March 2013 3923 3,885.5 14.9 42927
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9. Tangible assets

Cost

Asat 1 April 2013
Additions
Transfers,
Disposals

-

As at 31 March 2014

Accumulated
depreciation

As at 1 April 2013
Charge for the year
Transfers
Disposals

As at 31 March 2014
Net book value

As at 31 March 2014

‘As at 31 March 2013

VODAFONE LIMITED

NOTES TO THE FINANCIAL STATEMENTS (continued)

FOR THE YEAR ENDED 31 MARCH 2014

Plant -

Freehold land
& buildings and Machinery
Leasehold and Motor Furniture Network  Assets under

Improvements- Vehicles andfittings  Infrastructure  construction Total
£€m €m £€m ' £m €m £m

415.8 26149 ° 2389 6,315.6 6482 102334

0.1 785 166.8 6384 883.8

100 . 262.7 2.6 486.9 (762.2) Co-

(31.3) (157 an (55.6) (104.3)

394.6 2.9404 2398 69137 5244 110129

297.6 2,102.1 163.0 48478 74105

13.5 2517 155 394.7 6754

- (3.3 33 -
1.7) 157 14 (38.3) (57.1)

3094 23348 1771 52075 80288

85.2 605.6 62.7 1,706.2 524.4 2,984.1

118.2 5128 759 14678 6482 28229
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VODAFONE LIMITED ‘
NOTES TO THE FINANCIAL STATEMENTS (continued)

FOR THE YEAR ENDED 31 MARCH 2014

9. Tangible assets (continued)

Included in tangible assets is Freehold Land with a cost of £11.2m (2013: £11.6m). Freehold land is not
depreciated. .

The net book value of Plant, Machinery and Motor Vehicles includes £41.4m (2013: £67.4m) in respect of assets.
held under hire purchase contracts.

Network Infrastructure comprises:

Short-
term
Freehold Leasehold Plant and
Premises Premises Machinery Total
£m £m £m Em
At 31 March 2014 '
Cost 214 2071 6,685.2 6,913.7
Accumulated depreciation (1.0) . (78.7) (5,127.8) (5207.5)
Net book value 204 128.4 1,557.4 1,706.2
At 31 March 2013

Net book valqe 20.2 1357 13119 1,467.8
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VODAFONE LIMITED
NOTESTO TH.E FINANCIAL STATEMENTS (continued)

FOR THE YEAR ENDED 31 MARCH 2014

10. Investments

€m
Cost and net book value:
At 1 April 2013 . 4850
Additions o ' - 703
At 31 March 2014 ’ 4953
" The companies in which Vodafone Limited has an interest exceeding 20% at the year end are as follows:
Holding and
: . . Voting
Investment held Principal activity Rights %
Cornerstone Telecommunications Infrastructure Network passive infrastructure 50
Limited management
Weve Limited : . Mobile payment technology 33
Talk Mobile Limited Telecommunications services ‘ 100
Mobile By Sainébury's Limited Telecommunications services - 50

All shareholdings are in ordinary shares and investments in companies registered in England and Wales.
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VODAFONE LIMITED
NCTES TO THE FINANCIAL STATEMENTS (continued)

.FOR‘THE YEAR ENDED 31 MARCH 2014

11. Stocks _
' 2014 2013
£€m £m
Finished goods held for resale R 70.1 66.7
There is no material difference between the balance sheet value of stocks and their replacement cost.
12. Debtors: amounts falling due within one year
' - 2014 2013
. £m Em
Debtors: amounts falling due within one year
Trade debtors : ' 404.8 4903
Amounts owed by group'undertakings 3,592.3 3,730.0
Amounts owed by associated undertakings of Vodafone Group Plc , 0.7 0.7
Group relief receivable , 928 316
Other debtors ) 10.5 159
APrepayments and accrued income : 568.2 710.6
. 4,669.3 49791
Debtors: amounts falling due after more than one year
Prepayments and accrued income - 100.8 9438
Deferred tax (note 16) . v 964.5 1,210.6
5,734.6 6,284.5
13. Creditors: amounts falling due within one year
' ‘ ' 2014 2013
£m €m
Trade creditors R : _ 3755 505.0
Amounts due to group undertakings ' 2,627.1 2,719.2
Net obligations under finance leases 54 23.8
Taxation payable ' : . 25.8 -
Other taxes and social security costs 101.7 109.8
Other creditors ' : ) 73 49
Accruals and deferred income ‘ 1,182.3 12128
43251 45755

The Company participates in the Group's centralised banking arrangements.
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VODAFONE LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)

FOR THE YEAR ENDED 31 MARCH 2014

14. Creditors: amounts falling due after more than one year |

2014 2013
: £m €m
Other payables due after more than one year ‘ 87.2 559
Loan note due to group undertakings 6,285.0 6,285.0
- Net obligations under finance leases N ' 23 12.9
6,374.5 "~ 63538
The maturity of creditors falling due after more than one year is as

follows: . o _
‘ 2014 , 2013
, : £m ' ' £m
Between 2 and 5 years ‘ 89.5 ' 68.8
After 5 years ' _ 6.285.0 6,285.0
6,374.5 6,353.8

- The unsecured loan note due to group undertakings matures on 31 December 2021 and bears interest at 4.82%
per annum. Interestis payable on 30 November each year. '

15. Provisions for liabilities

Total

€m

As at 1 April 2013 \ 3725
Amount charged to profit and loss account B : ' 13.8
Released in the year _ ' - (65.4)
Utilised in the year (31.2)
Transfer to other group undertakings : 38

Asat31March2014 - : 293.5

The provisions balance includes amounts for asset retirement, property rentals and dilapidations where
onerous, disputes with other operators, reorganisation and legal activities. Property provisions relate to onerous
leases which are provided for over the life of the lease.
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VODAFONE LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)

_FOR THE YEAR ENDED 31 MARCH 2014

16. Deferred taxation - T
2014 2013

€m £€m
The elements of deferred taxation which have been recognised as
assets in the balance sheet are as follows:
Accelerated capital allowances . ' 944.2 ~ 1,165.5
Share based payments o (1.2) (1.
Other timing differences 21.5 46.2
964.5 1.210.6
Deferred tax assets and liabilities have not been discounted.
The movements in the deferred taxation balances were as
follows: ’ o
2014 2013
£m €m
Asset at beginning of year : 12106 210
Amount (charged)/credited to profit and loss account (242.8) 157.6
Amount charged to statement of total recognised gains and
losses (33 -
Transferred from group companies ) : - 1,032.0
Asset at end of year | 964.5 ‘ 1210.6

A deferred tax asset of £5.4m (2013: £ nil) has not been.recognized in respect of tax losses as it is not certain
that suitable taxable profits will be available against which theses losses could be utilised.

With effect from 1 April 2014 the UK corporation tax rate is 21% and from 1 April 2015 the UK corporation tax
rate is 20%. The rate of 20% (2013: 23%) has been used to calculate the above deferred tax asset, with an
adjustment being made for the expected movement in asset at the 21% rate during the year ended 31 March -
2015. An amount of £138.4m was charged to the profit and loss account in respect of this rate reduction.
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VODAFONE LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)

FOR THE YEAR ENDED 31 MARdH 2014

17. Called-up share capital

2014 - 2013
€ £
Allotted, issued and fully paid: _
1,400 ordinary shares of £1 each ‘ 1,400 - - 1,400
18. Share-based payment reserve
£m -
Balance at 1 April 2013 . ‘ ' 6.1
- Credit to equity for Share-Based Payments : 125
Payments in the year in respect of vestings . (1‘4.3)
Balance at 31 March 2014 - . ‘ : (7.9
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VODAFONE LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)

FOR THE YEAR ENDED 31 MARCH 2014

19. Reserves
Share Prémium . Profit & Loss
Account Account
£m £m
Balance at1 April 2013 2,605.2 ' . 64.4
(451.9)

Loss for the financial year : -
Actuarial gain on the value of defined benefit retirement plans : - 790

Effect of pension asset limit , : - (62.5)
Deferred tax attributable to statement of total recognised gains '
and-losses ' - (33
Balance at 31 March 2014 : 2,605.2 (374.3)
20. Capital commitments
2014 A 2013
£m £€m
Contracted for but not provided 114.6 1727
21. Operating leases
Annual commitments under non-cancellable operating leases expiring are as
follows: , :
2014 2014 2013 2013
landand -~ Other Landand Other
Buildings Assets Buildings Assets
£m £m €m £€m
In respecf of leases expiring: ' .
Within one year : 134 16.4 143 149 -
Between two to five years . 340 - 12.4 379 18.0
After five years ‘ ’ 35.1 20.6 378 2.0
- 825 494 . 90.0 349
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VODAFONE LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)

| FOR THE YEAR ENDED 31 MARCH 2014

22. Share-based payments

- The Company currently uses a number of equity-settled share plans to grant options and shares in Vodafone
Group Plc, the ultimate parent of the Company, to its directors and employees.

The Company has applied the exemption permitted by FRS 20 that allows the measurement of this expense to
be calculated only on share awards and share options granted after 7 November 2002. FRS 20 requires that
equity-settled share-based payments issued to the Company’'s employees are measured at fair value and that
this value is expensed over the vesting period. '

Share options

Vodéfone Group executive plans

No share options have been granted to any directors or employees under the Company's discretionary share
option plans in the year ended 31 March 2014.

There are options outstanding under two plans: the Vodafone Group 1998 Company Share Option Scheme
(which is UK HM Revenue and Customs approved) and the Vodafone Group 1998 Executive Share Option
Scheme (which is unapproved).

The Vodafone Group 1999 Long-Term Stock Incentive Plan and the Vodafone Global Incentive Plan are
discretionary plans under which both share option grants and share awards may be made.
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VODAFONE LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)

FOR THE YEAR ENDED 31 MARCH 2014

22. Share-based payments (continued)

Vodafone Group Sharesave Plan

The Vodafone Group 2008 Sharesave Plan and its predecessor, the Vodafone Group1998 Sharesave Scheme
enables UK staff to acquire shares of Vodafone Group Plc through monthly savings of up to £250 over a three or
five year period, at the end of which they also receive a tax free bonus. The savings and bonus may then be used
to purchase shares at the option price, which is set at the beginning of the invitation period and usually at a
discount.of 20% to the then prevailing market price of Vodafone Group Plc's shares. '

Share plans

Vodafone Group executive plans

Under the Vodafone Global Incentive Plan awards of shares are granted to directors and certain employees. The
release of these shares is conditional upon continued employment and for some awards achievement of certain
performance targets measured over a three year period.

Vodafone Share Incentive Plan

The Vodafone Share Incentive Plan enables staff to.acquire shares in Vodafone Group Plc through monthly
purchases of up to £125 per month or 5% of salary, whichever is lower. For each share purchased by the
employee, the Vodafone Group Plc provides a free matching share.

Movements in ordinary share options

2014 2013

Weighted - Weighted
average ‘average
exercise exercise

Options price Options price

millions £ millions £

-1 April 125 1.30 17.6 1.14
Granted during the year . 8.6 1.49 43 1.44
Forfeited during the year 0.4) 1.36 0.4) 119
Exercised during the year (3.0) 1.19 (7.3) 1.05
Expired during the year (13) - 1.38 (1.7 1.10
31 March 16.4 1.41 12.5 1.30
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* VODAFONE LIMITED

NOTES TO THE FINANCIAL STATEMENTS (continued) .

FOR THE YEAR ENDED 31 MARCH 2014

22. Share-based payments (continued)

Summary of options butstandinq at 31 March:

Vodafone Group Savings Related and Sharesave
Scheme

Exercise Price:
£0.01-£1.00
£1.01-£2.00

Vodafone Group 1999 Long Term Stock Incentive
Plan

Exercise Price:
£1.01-£2.00

31 March

2014
Weighted
average
‘remaining
‘contractual
Options life
millions Months
13 5
13.9 30
15.2
1.2 _ “15
1.2
16.4

35

Options
millions

1.5
8.5
10.0

2.5
2.5

12.5

2013

Weighted
average
remaining
contractual
life
‘Months

23
30
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VODAFONE LIMITED
- NOTES TO THE FINANCIAL STATEMENTS (continued)

FOR THE YEAR ENDED 31 MARCH 2014

22. Share-based payments (continued)

- Of the total outstanding share options at year end of 16.4m (2013; 12.5m), the total exercisable was 1.3m
(2013:2.5m) at a weighted average exercise price of £1.58 (2013: £1.42). :

The average share price in the year was £2.12 (2013: £1.73), and the weighted average grant-date fair value of
options granted was £0.29 (2013: £0.23).

Fair value of ordinary share options granted in the year

2014 | 2013
Expected life of option (years) : | 3-5 3-5
Expected share price volatility 22.5-22.4% 22.9-23.8%
Dividend yield ’ ‘ - o - 5.0% - 749%
Risk free rates A 0.4-0.7% 0.1-0.5%
Exercise price | ' €149 . £1.45

The fair value of the options is estimated at the date of grant using a lattice-based option valuation model (i.e.
binomial model) that uses the assumptions noted in the above table. Lattice-based option valuation models
incorporate ranges of assumptions for inputs and those, ranges are disclosed above. The executive options have
a market-based performance condition attached.

Vodafone Group Plc uses historical data to estimate option exercise and employee termination within the
valuation model. The expected life of options granted is derived from the output of the option valuation model
- and represents the period of time that options granted are expected to be outstanding; the range given above
results from certain’ groups of employees exhibiting different behaviour. Expected volatilities are based on
implied volatilities as determined by a simple average of no less than three international banks excluding the
highest and lowest numbers. The risk-free rates for periods within the contractual life of the option are based on
the UK gilt yield in effect at the time of grant.

The expense recognised in the period .arising from transactions accounted for as equity-settled share-based

- payment transactions is £12.5m (2013: £10.1m). The total share-based payment.reserve is a deficit of £7.9m
(2013: £6.1m deficit). -
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VODAFONE LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)

FOR THE YEAR ENDED 31 MARCH 2014

23. Pensions

Many of the employees of the Company are members of the Vodafone Group Pension Scheme (the "Scheme”),
operated by Vodafone Group Plc, the ultimate parent company of Vodafone Limited. This is a registered defined
benefit scheme, the assets of which are held in an external trustee-administered fund. On 31 March 2010 the
Company closed the scheme to future accrual. In addition, there is an internally funded unapproved defined
benefit plan in place for a small number of former senior executives. The pension cost for these defined benefit
arrangements is mcluded in the summary information shown below.

The Company also operates a. registered defined contribution arrangement (the Vodafone UK Defined
. Contribution Pension Plan) which all new employees are eligible to join together with main scheme members
: from 31 March 2010. :

On 31 March-2013 the company. received certain trade and net assets from group companies, including Cable
and Wireless UK, as part of a group legal entity rationalisation. Included in this transfer were the assets and
liabilities of various Cable and Wireless UK defined benefit pension schemes. The company also took on the
operation of the former Cable and Wireless UK defined contribution scheme.

On 30 November 2013 the Cable & Wiretess Worldwide Retirement Plan (CWWRP) was closed to future accrual;
members of the CWWRP were invited to join the Vodafone UK Defined Contribution Pension Plan. The THUS
Group plc Pension Scheme was also closed to future accrual for certain members, who were similarly invited to
join the Vodafone UK Defined Contribution Pension Plan.

A description of these schemes is set out below:

Vodafone Group PLC Scheme

The main scheme is subject to quarterly funding updates by independent actuaries and to formal actuarial
valuations at least every three years. As at 31 March 2014 the scheme’s assets were valued at £1,343m, and its
liabilities at £1,677m. This represents a funding ratio of 80% and a deficit of £334m.

As the main scheme closed to future accrual from 31 March 2010 there have been no further ongoing
contributions. The funding position on an FRS 17 basis was calculated to be a deficit of £329m (2013:£318m)
representing a funding ratio of 80% at 31 March 2014 (2013: 81%). The company made contributions to amend-
this position after the balance sheet date. See note 27 for further details.

Cable & Wireless Worldwide Retirement Plan

The Cable & Wireless Worldwide Retirement Plan (CWWRP) prowdes defined benefit and defined contribution
arrangements for current and former employees of Cable & Wireless UK. The CWWRP has been closed to new
defined benefit members since its inception in 2010. No new defined benefit members have entered the
-predecessor scheme (Cable & Wireless Superannuation Fund), from whlch the CWWRP was established since
1998.
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VODAFONE LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)

FOR THE YEAR ENDED 31 MARCH 2014

23. Pensions (continued) .

Other schemes |

The Company operates the THUS Group plc Pension Scheme and two further srﬁall schemes.
The following disclosures are made in accordance with FRS 17.

The Vodafone Group Pension Scheme covers a number of UK-based employers within the Vodafone Group.
Individual companies' contributions, including the impact of any surplus or deficit overall within the scheme, are
set at a common level as a percentage of the pensionable payroll of each individual employer, and do not
depend upon that employer's share of any such surplus or deficit. As a result it is not possible for Vodafone
Limited to identify its share of the underlying assets and liabilities on a consistent and reasonable basis.
Accordingly as permitted by FRS 17, the Company accounted for contributions to the scheme as if it were a
defined contribution scheme. The full disclosures in respect of the defined benefit scheme are available in the
Vodafone Group plc financial statements. '

The Company did not make any contributions for the deficit correction for the Scheme in the year (2013:
£5.5m). '

_ The funding policy for the UK scheme is reviewed on a systematic basis in consultation with the independent
scheme actuary in order to ensure that the funding contributions from sponsoring employers are appropriate to
meet the liabilities of the scheme over the long term.

Defined contribution pension costs charged to the profit and loss account were £22.9m (2013: £25.6m). There
was no amount accrued but not paid in respect of pension schemes at 31 March 2014 (2013: £0.1m).
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' VODAFONE LIMITED
- NOTES TO THE FINANCIAL STATEMENTS (continued)

FOR THE YEAR ENDED 31 MARCH 2014

23. Pensions (continued)
"FRS 17 valuation - CWWRP and other schemes

FRS 17 valuations of the defined benefit pension schemes operated by the Company have been updated to 31
March 2014 by qualified independentactuaries, Mercer LLP.

2014 2013 .

CWWRP THUS and CWWRP ) THUS and
’ other other

Assets Assumption Assets Assumption Assets Assumption Assets Assumption

£m % £m . % £€m % E€m %

RPI Inflation 3.45 345 3.45 345
CPlInflation : 2.45 245 245 245
Salary increases 395 395 395 - 395
Pension increases 330-3.45 330-345 215-345 345
Discount rate 435-440 435-4.40 435 435
Long term ekpected rate of return on assets ‘

Equity instruments  646.1 355 79.7 44 5986 - 87.7

Debt instruments 4308 3.53 479 44 4183 - 386

Property 179 755 6.8 44 313 -.. 02

Cash and swaps 7000 412 15 44 7787 - 20

1,794.8 135.9 18269 . 1285

The assumptions regarding mortality in retirement for the CWWRP as at 31 March 2014 use the STNA tables
with a -1.0 year age rating, subject to improvements in line with the CMI 2009 projections with a long term rate
of improvement of 1.5% per annum‘for both males and females.
Based on the'se‘assumptions, the life expeétance of pensioners aged 65 are as follows:

On 31 March 2014 On 31 March 2039

Male . 243 ' 270
Female 257 ’ 286

A one year increase in the life expectancy assumptions would havé increased the‘ CWWRP liabilities by
approximately £41m as at 31 March 2014. A 0.5% per annum decrease in the discount rate used to value the
scheme liabilities would have increased the liabilities by around €205m .
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23. Pensions (continued)

The assets and liabilities of the defined benefit pension schemes are presented below:

40

146.9

CWWRP THUS & Other TOTAL
pension
schemes
£m £m £€m
Total market value of assets ' 1,794.8 1359 1,930.7
Present value of scheme'liabilities ~ - , (1,732.3) (142.9) (1.875.2)
Excess of liabilities of funded obligations 62.5 (7.0 555
Present value of unfunded obligations . - 3.1 (3.1
Derecognition of plan asset (62.5) - (62.5)
Net pension deficit (10.1) (10.1)
Changes in the present value of scheme liabilities are as follows:
2014 2013
CWWRP THUS & Total CWWRP THUS & Total
Other Other
. £m £m £m £m £m £m
Opening scheme liabilities ] 18740 1469 20209
Service cost 80 2.1 4.1
Interest cost 808 62 . 870
Actuarial gain ‘ 176.0) 44) (1804 -
~ Employee contributions ‘ 03 04 . 07
- Benefits paid . (35.3) @3 376
Expenses paid @3 - (2.5
Plan curtailments 7.0 (6.0) (17.0) v
Liabilities transferred from group undertakings v 18740 1469 20209 -
Closing Schemé liabilities 1,7323 1429 -18752 18740 2,020.9



'VODAFONE LIMITED
NOTES TO THE FINANC|AL STATEMENTS (continued)

FOR THE YEAR ENDED 31 MARCH 2014

23. Pensions (continued)

Changes in fair value of scheme assets are as follows:

2014 ' 2013
CWWRP THUS & Total CWWRP THUS& Total
Other Other
£m £m £m £m £m £m
Opening scheme assets 1.826.9 1285 19554 -
Expected return on plan assets 90.7 55 96.2 - - -
Actuarial (loss)/gain . (104.2) .28 (101.49) - - -
"Employee contributions ’ 03 . 04 - 07 - -
Benefits paid » (35.3) 23 (37.6) -
Employer contributions 189 16 205 - - -
Expenses paid 2.5) 0.6) G - - -
Assets trans{‘erred from group undertakings - - - .18269 1285 19554
Closing scheme assets 1.794.8 1359 19307 18269 1285 1,9554

Amounts recognised in the profit and loss account are as follows:

2014 2013
CWWRP THUS & Total CWWRP THUS & Total
Other Other

7 gm £m £€m £m £m £m

Current service cost . (8.0) .1 4. - - -
Interest cost (80.8) 6.2) 87.0 - - -
Expected return on plan assets 90.7 55 96.2 - - -
Curtailment gain recognised 170 60 170 - - -
Total net credit 189 32 - A 221 . - - -

~ The best estimate of contributions for the year ended 31 March 2015is:

CWWRP THUS & Other
Employer contributions : 400 07
"Employee contributions : _ - BN
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23. Pensions (continued)

Experience gains for the year are as follows:
2013/14 2012/13 2011/12  2010/11  2009/10

£€m £m €m £m £m

Scheme liabilities (18752)  (20209) '

Scheme assets . 1.930.7 19554

Present value of unfunded obligations (3.1) 2.9

Derecognition of scheme asset T (625) -

_Pension deficit (10.1) (68.4)

Experience (Losses)/gains on scheme liabilities (104.1)

Experience gains/(losses) on scheme assets (76.7)

Actual return on plan assets was a loss.of £5.2m (2013: niD).

Net actuarial gains of £79.0 million (2013: nil) have been recognised directly in equity and are presented in the
statement of recognised gains and losses.

24. Financial risk management

The Company follows Group policy to manage its financial risks which include liquidity risk, market risk (interest
rate management and foreign exchange management) and credit risk. The Group's treasury function provides a
centralised service to the Group, and follows a framework of policies and guidelines authorised and reviewed
annually by the Group's management.

There has been no significant change during the financial year to the types of financial risks faced by the
Company, or the Company's approach to the management of those risks.

Further details of the Group's policies can be found in the Annual Report and Fiﬁancial Statements of Vodafone
- Group Plc for the year ended 31 March 2014, which does not form part of this report.
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25. Related party disclosures

The Company has taken advantage of the exemption granted by paragraph 3(c) of FRS 8, Related Party
Disclosures, not to disclose transactions with Vodafone Group Plc group companies. Transactions with
companies which are not wholly owned subsidiaries in the Vodafone Group Plc group are as follows:

Cornerstone Weve Mobile By
Telecommunications Limited Sainsbury's
Infrastructure Limited ~ Limited
£'000 €'000 £'000

Sales to related party - 1016 1660
Purchases from related party 143,276 89 ‘ -
Amounts due from related party asvat 31 March 2014 47,928 - 1,199

Amounts payable to related party as at 31 March : 43,596 -

2014

26. Ultimate parent company

The immediate parent company of Vodafone Limited, company number 01471587, is Vodafone Mobile
~ Network Limited, a company registered in England and Wales. The ultimate parent company and controlling
entity of Vodafone Limited, and the smallest and largest Group which prepares consolidated financial
statements and of which the Company forms a part, is Vodafone Group Plc, a company registered in England
-and Wales.

A copy of the financial statements of Vodafone Group Plc for the year ended 31 March 2014 may be obtained
from the company's website www.vodafone.com or from The Company Secretary, Vodafone Group Plc
Vodafone House, The Connection, Newbury, Berkshire, RG14 2FN, England.

27. Post Balance Sheet Events

On1 Apfil 2014 the Company made special one-off contributions of £325 million payable into the Vodafone UK
plan and £40 million into the CWWRP in April 2014. These one-off contributions represent accelerated funding
“amounts thatwould have been due for each scheme over the period to 31 March 2020.

On 15th September 2014, Phones4u, a significant dealer selting phones and arranging connections to the
Company's network, entered administration. The Company has agreed with the administrator to take on 140 of
the Phones4u stores together with the store employees. There was no financial impact of this event on the
accounts of the Company for the year ended 31 March 2014.
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