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Vodafone agrees to acquire control of Hutch Essar in India
Vodafone announces today that it has agreed to acquire a controlling interest in Hutchison Essar

Limited, a leading operator in the fast growing Indian mobile market, via its subsidiary Vodafone
International Holdings B.V.

., IND, 2007-02-12 13:07:13 (IndiaPRwire.com)

Vodafone announces today that it has agreed to acquire a controlling interest in Hutchison Essar
Limited ("Hutch Essar’), a leading operator in the fast growing Indian mobile market, via its
subsidiary Vodafone International Holdings B.V. Vodafone also announces that it has signed a
memorandum of understanding (‘MOU'") with Bharti Airtel Limited (‘Bharti') on infrastructure sharing
and that it has granted an option to a Bharti group company to buy its 5.6% direct interest in Bharti.

The key highlights are:

Acquisition of a controlling interest in Hutch EssarVodafone announces it has agreed to acquire
companies that control a 67% interest in Hutch Essar from Hutchison Telecom International Limited
('HTIL") for a cash consideration of US$11.1 billion (£5.7 billion)Vodafone will assume net debt of
approximately US$2.0 billion (£1.0 billion)The transaction implies an enterprise value of US$18.8
billion (£9.6 billion) for Hutch EssarThe acquisition meets Vodafone's stated financial investment
criteria Infrastructure sharing MOU with BhartiWhilst Hutch Essar and Bharti will continue to
compete independently, Vodafone and Bharti have entered into a MOU relating to a comprehensive
range of infrastructure sharing options in India between Hutch Essar and Bhartilnfrastructure sharing
is expected to reduce the total cost of delivering telecommunication services, especially in rural
areas, enabling both parties to expand network coverage more quickly and to offer more affordable
services to a broader base of the Indian population

Local partnersThe Essar Group (‘Essar’) currently holds a 33% interest in Hutch Essar and
Vodafone will make an offer to buy this stake at the equivalent price per share it has agreed with
HTILVodafone's arrangements with the other existing minority partners will result in a shareholder
structure post acquisition that meets the requirements of India's foreign ownership rules

10% economic interest in BhartiVodafone has granted a Bharti group company an option, subject
to completion of the Hutch Essar acquisition, to buy its 5.6% listed direct interest in Bharti for
US$1.6 billion (£0.8 billion) which compares with the acquisition price of US$0.8 billion (£0.5 billion)f
the option is not exercised, Vodafone would be able to sell this 5.6% interestVodafone will retain its
4.4% indirect interest in Bharti, underpinning its ongoing relationship

Commenting on the transaction, Arun Sarin, Chief Executive of Vodafone, said: 'We are delighted
to be deepening our involvement in the Indian mobile market with the full range of Vodafone's
products, services and brand. This announcement is clear evidence of how we are executing our
strategy of developing our presence in emerging markets. We have concluded this transaction within
our stated financial investment criteria and we are confident that this will prove to be an excellent
investment for our shareholders. Hutch Essar is an impressive, well run company that will fit well into
the Vodafone Group.'

Sir John Bond, Chairman of Vodafone, said: 'India is destined to become one of the largest and
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most important mobile markets in the world and this acquisition will enable our shareholders to
benefit from our increased investment in this market. We also look forward to playing our part in
delivering the significant economic and social benefits which mobile telephony can bring to the
people of India.'

Principal benefits

The principal benefits to Vodafone of the transaction are:Accelerates Vodafone's move to a
controlling position in a leading operator in the attractive and fast growing Indian mobile marketindia
is the world's 2nd most populated country with over 1.1 billion inhabitantsindia is the fastest growing
major mobile market in the world, with around 6.5 million monthly net adds in the last quarterindia
benefits from strong economic fundamentals with expected real GDP growth in high single
digitsHutch Essar delivers a strong existing platform in Indianationwide presence with recent
expansion to 22 out of 23 licence areas ('circles’)23.3 million customers as at 31 December 2006,
equivalent to a 16.4% nationwide market shareyear-on-year revenue growth of 51% and an EBITDA
margin of 33% in the six months to 30 June 2006experienced and highly respected management
teamDriving additional value in Hutch Essaraccelerated network investment driving penetration and
market share growthinfrastructure sharing MOU with Bharti plans to reduce substantially network
opex and capexpotential for Hutch Essar to bring Vodafone's innovative products and services to
the Indian market, including Vodafone's focus on total communication solutions for
customersVodafone and Hutch Essar both expected to benefit from increased purchasing power
and the sharing of best practicesincreases Vodafone's presence in higher growth emerging
marketsproportion of Group statutory EBITDA from the EMAPA region expected to increase from
below20% in the financial year ending 31 March 2007 (FY2007) to over a third by FY2012

Operational plan for Hutch Essar

Vodafone will execute an operational plan to build on the strengths of Hutch Essar in order to
capture the Indian
telecom growth opportunity.

Key strategic objectives

In the context of penetration that is expected to exceed 40% by FY2012, Vodafone is targeting a
20-25% market share within the same timeframe. The operational plan focuses on the following
objectives:Expanding distribution and network coverageLowering the total cost of network
ownershipGrowing market shareDriving a customer focused approach

Site sharing

The MOU outlines a process for achieving a more extensive level of site sharing and covers both
new and existing sites. Around one third of Hutch Essar's current sites are already shared with other
Indian mobile operators and Vodafone is planning that around two thirds of total sites will be shared
in the longer term.

The MOU recognises the potential for achieving further efficiencies by sharing infrastructure with
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other mobile operators in India.

The MOU envisages the potential, subject to regulatory approval and commercial development, to
extend the agreement to sharing of active infrastructure such as radio access network and access
transmission.

Financial assumptions

As part of the operational plan, Vodafone expects to increase capital investment, particularly in the
first two to three years, with capex as a percentage of revenues reducing to the low teens by
FY2012. The operational plan results in an FY2007-12 EBITDA CAGR percentage around the
mid-30s. Cash tax rates of 11-14% for FY2008-12 are expected due to various tax incentives and
will trend towards approximately 30-34% in the long term.

As a result of this operational plan, the transaction meets Vodafone's stated financial investment
criteria, with a ROIC exceeding the local risk adjusted cost of capital in the fifth year and an IRR of
around 14%.

Financial impact on Vodafone

The transaction enhances Vodafone's growth profile on a pro forma statutory basis, with Vodafone's
revenue and EBITDA CAGR increasing by around one and a half percentage points over the three
year period to 31 March 2010.

The transaction is expected to be broadly neutral to adjusted earnings per share in the first year
post acquisition and accretive thereafter excluding the impact of intangible asset amortisation for the
transaction. Including this impact, the transaction is expected to be approximately seven percent
dilutive to adjusted earnings per share in the first year post acquisition and neutral by the fifth year.

The Board remains committed to its longer term targeted dividend payout of 60% of adjusted
earnings per share. Furthermore, the Board expects the dividend per share to be at least maintained
in the short term. The acquisition of HTIL's controlling interest in Hutch Essar will be financed
through debt and existing cash reserves and Vodafone expects pro forma net debt of around
£22.8-23.3 billion3 at 31 March 2007 as a result of this transaction.

Further transaction details

The transaction is expected to close in the second quarter of calendar year 2007 and is conditional
on Indian regulatory approval.

HTIL's existing partners, who between them hold a 15% interest in Hutch Essar, have agreed to
retain their holdings and become partners with Vodafone. Vodafone's interest will be 52% following
completion and Vodafone will exercise full operational control over the business. If Essar decides to
accept Vodafone's offer, these local minority partners between them will increase their combined
interest in Hutch Essar to 26%.

In the event that the Bharti group company exercises its option over Vodafone's 5.6% direct interest
in Bharti, consideration will be received up to 18 months after completion of the Hutch Essar
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acquisition.

Vodafone will continue to hold its 26% interest in Bharti Infotel Private Limited ('BIPL"), which is
equivalent to an indirect 4.4% economic interest in Bharti. Vodafone will now account for its entire
interest as an investment.

UBS Investment Bank acted as financial adviser to Vodafone.

- END -

About Vodafone

Vodafone is the world's leading international mobile communications group with operations in 25
countries across five continents and over 200 million proportionate customers by the end of January

2007, as well as 36 partner networks.

For further information, please visit www.vodafone.com

About Hutch Essar

Hutch Essar is a leading Indian telecommunications mobile operator with 23.3 million customers at
31 December 2006, representing a 16.4% national market share. Hutch Essar operates in 16 circles
and has licences in an additional six circles. In the year to 31 December 2005, Hutch Essar reported
revenue of US$1,282 million, EBITDA of US$415 million, and operating profit of US$313 million. In
the six months to 30 June 2006, Hutch Essar reported revenue of US$908 million, EBITDA of
US$297 million, and operating profit of US$226 million.

Up until January 2006, Hutch Essar had licences in 13 circles, of which nine have 900 MHz
spectrum. In January 2006, Hutch Essar acquired BPL, thereby adding three circles, each operating
with 900 MHz spectrum. In October 2006, Hutch Essar acquired Spacetel, adding six further
licences, with operations planned to be launched during 2007.

The results of Hutch Essar are prepared in accordance with Hong Kong Financial Reporting
Standards which may differ in material respects from the accounting principles applied by Vodafone.
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