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18 October 2010

Dear Stakeholder
INPUT TO OUR STRATEGIC PLANNING

Purpose

In January we provided an opportunity for key stakeholders to provide input into our planning
for 2010/11 and beyond. This opportunity was well-received, and the feedback was certainly
very valuable to us. We are; therefore, keen to provide the opportunity again.

Timeframe

We have brought our strategic planning forward significantly from last year, meaning we are
seeking your input earlier. Ideally we need responses from you by 10 November 2010 so that
we can take your views into account when we meet with Commissioners to discuss future
planning. I acknowledge that the timeframe for input is relatively tight; however, I hope you
can share some perspectives, even if summary in nature, over the next four weeks.

Nature of requested input

I am keen to keep the invitation for comment relatively broad by inviting comments of any
nature. A simple response like a ‘“+3/-3” would be useful, or some brief comments under the
questions that were used by many respondents last year:

* How do you believe the Commission’s operating environment will change in the future?
= What do.we need to keep doing, stop doing, start doing or look out for?

= What do you see as the Commission’s strengths? Do-betters?

*  What would you want to see as the Commission’s top strategic priorities?

* How could the Commission’s Statement of Intent be enhanced?
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Feedback last year

In May 2010 I wrote back to key stakeholders summarising the feedback we received; a step
the Commission will repeat this year.

I have attached a summary of that feedback, as it may allow you to emphasise particular
points (rather than starting afresh), or to comment on whether the Commission has made
progress in these areas over the last few months. I need to emphasise, however, that the
summary was of stakeholder views (and not necessarily the Commission’s views), albeit I
hope our engagement with you about any issues and concerns is also improving.

We also noted at the time that the responses were influential in our decision to adopt a new
organisational purpose statement: Achieve the best possible outcomes in competitive and
regulated markets for the long-term benefit of New Zealanders. This was not just a change of
words, but a significant step in terms of how we think about prioritisation of our work, and
how we go about influencing market outcomes.

Developments since May

I am keen to update you on organisational changes and, in our view, performance
improvements over the last few months. These include:

= tighter management of our enforcement portfolios to improve timeliness, reduce cost and
reduce uncertainty;

" greater emphasis on advocacy and outreach to assist businesses manage their own
compliance;

" developmental work on our external engagement strategy more generally, something that
remains work in progress but with clear expectations set for staff that improved
engagement is a priority;

= further engagement with regulated businesses through workshops, and site visits;

= significant work to improve our governance, in order to strengthen our understanding of
how we make decisions and how the Commission can operate most effectively;

® significant development of our five strategic programmes — Simplify our business, Better
understand our value, Better connect, Stronger future focus, and Better investment in
people — which are designed to collectively lift our performance;

= following on from earlier structural change to create Enforcement and Regulation
branches, further structural review that lead to specialist legal and economic resources
becoming part of the Enforcement and Regulation branches (instead of separate legal and
economics branches) —a move to improve the efficiency of how we work;

= review of our Organisation Performance Branch to better align its people and resources to
the performance needs of the wider Commission; and

= achievement of a wide range of operational efficiencies across the Commission to reduce
cost without sacrificing the quality of our work.



It is also very clear to me that the Commission’s culture has significantly changed. We are
much more focussed on thinking about the Commission’s value and how best to achieve the
best possible improvement in market outcomes. This includes making careful choices (for
activities where we need to prioritise) about what work to do and how we do it. With
significant structural change behind us, and with a clear strategic direction, we are also
building a much stronger common focus with our staff.

I accept that many of the above (and other) changes will only show to varying degrees to
parties external to the Commission, and some benefits will take time to emerge. What I hope
is clear, however, is that we are very focussed on further improving the Commission’s
performance. From our perspective, we are part-way through year one of a three-year change
agenda, and we continue to work hard on the improvement goals we have set.

Closing comment

Thank you, in advance, for taking up this invitation. Please provide input to Peter Alsop, GM
Organisation Performance, by 10 November 2010 (peter.alsop@comcom.govt.nz).

The results of this feedback will be reflected in our 2011/14 Statement of Intent and, as noted
above, we will write back to you providing a summary of the feedback we received.

For the Commission, 2011/12 will be a year of significant advancement in our organisational
change and performance improvement. We look forward to working with you to make the
Commission an even more effective organisation than it is today.

Yours sincerely

Nichola Hill/

Chief Executive

—_—



Summary of feedback received as input to 2010/11 planning

(Extract from letter to stakeholders from Nick Hill, Commission CEO, May 2010)

1t should be noted that the summary was of stakeholder views
(and not necessarily the Commission’s views).

“support for the Commission's organisation changes and focus on performance improvement,
including;

— ahigh level of appreciation for this particular initiative, and a desire to see it continue;
— recognition of improvement in the Commission's engagement;

in terms of enforcement work (competition and fair trading), a desire that the Commission:

— increase focus on promoting and facilitating compliance (prevention rather prosecution);
— make guidance documents more substantive and not just process-orientated;

— act more quickly, recognising the real costs within markets of delay and uncertainty;

— streamline settlement and authorisation processes;

in terms of regulation work, a desire that the Commission:

— place greater scrutiny on the costs of regulation and adopt a higher threshold for
intervention;

— place increased reliance on industry expertise;

— ensure a long-term perspective is taken given technology and environment changes;

more generally in terms of its work, a desire that the Commission:

— show more commitment to achieve outcomes by the least intrusive means;
— better understand commercial activity and real-world business issues;

—  better explain why alternative views are not favoured or accepted;

— continue its focus on effective prioritisation of the Commission’s work; and
—  further improve its specification of meaningful performance measures.”



Vodafone New Zealand Limited
20 Viaduct Harbour Avenue

Private Bag 92161
vodafone Auckiand, New Zealand

Reception +64-9-355 2000

Facsimile +64-9-355 2006

12 November 2010

Peter Alsop

General Manager
Operational Performance
Commerce Commission

Via email: peter.alsop@comcom.govt.nz

Wednesday 10th November 2010

Dear Peter,
Commission Consultation on Strategic Priorities

Thank you for the Commission’s letter of 18 October. Vodafone appreciates the opportunity to
comment on and provide some brief input into the Commission’s strategic planning. We focus our
attention on the Commission’s telecommunications regulatory efforts. My apologies for the delay in
providing this to you.

Introduction

Vodafone appreciates the changes the Commission has been putting in place over the last year. We
particularly welcome the Commission’s improving engagement with the industry, its clearer
organisational structure, and its apparent intent to carefully manage the existing set of regulatory
interventions and scale them back as appropriate. On Fair Trading Act issues we have found the
Commission’s approach very helpful in recent times.

Overall our feedback is that the Commission has largely addressed the major regulatory issues in the
telecommunications sector, and it should now be paring back its expenditure and resources to reflect
the lesser requirements of monitoring, deregulation and maintenance of the existing set of regulatory
interventions. In particular, we would expect the levy on the telecommunications industry to fall
substantially from its current level near $8m per annum to something closer to the $1.5m per annum as
estimated by the 2001 Telecommunications Enquiry for regulation of the sector. We do not understand
why the Commission’s overall budget is forecast to fall (from $45m last year to $39m in 2010/11) but
telecommunications regulatory funding is expected to stay high. This seems particularly anomalous in
an environment of falling revenues and growing competition in the telecommunications market.

In what follows we briefly comment on some issues of particular interest. We urge the Commission to
continue engagement with the industry, to focus on stability and predictability of actions, and to do
more to prioritise investment in its decision-making.

Continue industry engagement and ensure clarity on Commission objectives and performance

Vodafone supports the Commission engaging more with industry. While we appreciate the continued
improvements in the Commission’s approach to engagement, including regular discussions at both the
Commissioner and staff level, there is still some work to do. It is odd, for example, that we still regularly
get told "we can’t tell you what our views are until the report is released”. As long as views are clearly
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