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Vector now plays a key role in many regions, right across New PQ /Ce.,[‘ dcd
Zealand so it's important we give back to the communities in

which we operate, and support worthwhile causes and initiatives ~ The 2004 Boxing Day tsunami was a devastating event that
that provide community benefit. These stories illustrate some of ~ touched almost every corner of the world. Vector contributed to

our exciting initiatives of the past year. the relief effort by donating $3,000 for every catch during the

) three-match one-day cricket series between the Black Caps and
Cal+ara/ Cﬂ?q/‘d\?-f//‘/(é‘{l(r@ aWworld XI. All proceeds from the series, played in Christchurch,
A major highlight of our sponsorship programme this year was Wellington and Hamilton in January, went to the New Zealand
securing the naming rights to Auckland’s new world-class Cricket Tsunami Relief Fund. As a result, more than $100,000 was
entertainment venue, the Vector Arena. donated to the fund by Vector.

Currently under construction in Quay Street, near the Britomart
train station, the Vector Arena is a multi-functional special events
venue that is set to attract a range of top international acts, high-
profile sporting events, business events and exhibitions when it
is completed in early 2006. It will seat up to 12,200 people.

The arena complements Vector’s sponsorship strategy in that

it is an essential piece of infrastructure which will contribute
significantly to the economy and the local communities in which
we operate. The arena will bring new employment and business
opportunities as well as contributing to the cultural and sporting
vitality of the country.

Vector is also proud to be providing the essential energy
infrastructure needed to make the Vector Arena a world-class
sporting and entertainment venue.
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Arehitect S rendering of +he rnew
Vector Arent on Auckldnd's emerging
widterfrort.




Our business - a closer view
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Zrgject K3 Desley SampSon (lef)
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Nartaring the fatare Keeping Wellington ranming
Vector continues to be a proud supporter of Project K and is the Vector set the pace again at the annual Wellington Round the
founding community sponsor of this very worthy programme in Bays fun run with its sponsorship of the event through its
both the Porirua and Waitakere regions. division, UnitedNetworks. This year we also ran the

UnitedNetworks Dream Run competition in the lead up to the
event, where a fun run participant and four of their friends won a
full day of pampering on the day of the event.

Developed by mountaineer Graeme Dingle, Project K is an
innovative educational programme that works closely with
teenagers and encourages them to develop life-skills, self
confidence and a sense of purpose. Thanks to Project K hundreds
of kids have graduated from the programme and have become Other Vector and NGC sponsorships include:
inspiring young leaders; confident, capable, and making a positive

I ) ) — The New Zealand Symphony Orchestra
contribution to their community.

) — Vodafone Warriors
We are particularly proud that a number of our staff are now

mentoring students for Project K and that we were also able to
’ assist the programme in raising more than $100,000 through its - Nathan Richmond, international triathlete
dinner-debate events in Wellington and Auckland during the year.  _ NGC Wellington Sinfonia

— Auckland Junior Rugby League

— NGC Mountain to Surf Marathon — Taranaki
— NGC Vision Trust

UncteaNetuworks Wel/ington Koand he
Bays Dredm Kan Weaner Catherine
dnderhcll dnd peritedm bt free 103 ,
egjoy 4 day of exereise dnd plmper g

 Aacklanet Tarc r letgueplagers and
thedr codehes after dnother graellisg
Satarany'S play..
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Bodara of dcrecHors

Michael Stiassny, scom, LLB, cA
Chairman

Michael Stiassny is a chartered
accountant and senior partner
of Ferrier Hodgson & Co in
Auckland. He has significant
experience in insolvency,
investigating accountancy
work, company restructuring
and due diligence. He is
currently chairman of NGC
Holdings Limited and Metro
Water Limited, and a director
of a number of public and
private companies including
Metlifecare Limited and The
Horticulture and Food
Research Institute of New
Zealand Limited. He is a
member of the Auckland
Branch Committee of the
Institute of Directors.

Tony Gibbs

Tony Gibbs is currently
chairman of Turners & Growers
Limited, and Staveley
Incorporated (USA). He is also
a director of Coats Limited,
Coats Holdings plc, Guinness
Peat Group plc and Tower
Limited. He was previously
chairman of AGB McNair
Limited and Tyndall Life NZ
Limited, deputy chairman of
The New Zealand Guardian
Trust Company Limited and a
director of The Colonial Motor
Co. Limited, Tyndall Australia
Limited and Wrightson Limited.
He is a Fellow of the Institute
of Directors.

John Goulter, bcnzm, FINSTD,
FINSTM, JP

John Goulter, former managing
director of Auckland
International Airport Limited, is
currently chairman of the New
Zealand Lotteries Commission,
a director of the Reserve Bank
of New Zealand, Television New
Zealand and United Carriers
Group Limited. He is also an
external adviser to ABN AMRO
New Zealand Limited and a
trustee and board member of
the New Zealand Business and
Parliament Trust. He was the
Deloitte/Management Top 200
Executive of the Year and NBR
New Zealander of the Year for
2002. He was inducted as a
laureate into the New Zealand
Business Hall of Fame in 2003.
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Board and management

Donald McLaren, onzv

Donald McLaren is the founder
and executive chairman of
Bomac Laboratories Limited
and related companies, and is
a laureate of the New Zealand
Business Hall of Fame. He is a
former chairman of NZ
Thoroughbred Marketing
Limited and a former president
of the Auckland Racing Club.

Donald McLaren has indicated
his intention to retire from the
board before the end of the
2006 financial year.

Greg Muir, Ba, MBA

Greg Muir is executive
chairman of Pumpkin Patch
Limited, a director of NGC
Holdings Limited, the South
Auckland Health Foundation
and of the Auckland Rugby
Union Incorporated. He is also
chairman of the Blues Super
12 franchise and a member of
the Eden Park Trust Board of
Control. He was formerly chief
executive officer of The
Warehouse Group Limited
and has also held senior
management roles with TNT
Australia Limited, Enerco New
Zealand Limited and Lion
Nathan Limited.

Brian Plimmer, FCsNz, FINSTD,
CMILT, AAII

Brian Plimmer is a chartered
secretary and accountant,
general manager and founder
of Rural Couriers Society
Limited and a director of NGC
Holdings Limited. He is a
former director of Countrywide
Bank, a former president of the
New Zealand Chartered
Institute of Secretaries and
former president of the
Canada-New Zealand Business
Association.

Brian Plimmer has indicated
his intention to retire from the
board in advance of the 2006
annual meeting.

Bob Thomson, BE (Electrical),
DipBS

Bob Thomson was chief
executive of Transpower
Limited from 1993 until his
retirement in 2003 and has
been acting as an adviser to
the Electricity Trusts of New
Zealand since 2004. He held a
range of senior management
and engineering positions in
the New Zealand Electricity
Department and Electricity
Corporation of New Zealand
Limited prior to his
appointment with Transpower
Limited. He was involved in the
reform of the electricity
industry, including being a
board member of the
Electricity Market Company
Limited from 1994 to 1998. He
is a Fellow of the New Zealand
Institute of Engineers.
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The following are profiles of Vector's senior management team.

Davia Tompkins
"‘.'!
\ ;

Mark Franklin, BE (Electrical), FIEA
Chief Executive Officer

Mark Franklin was appointed chief executive officer of Vector in
2003 and has extensive experience in the energy and technology
sectors in New Zealand, Australia and Japan. He has held a
number of leadership roles with utility companies in the Asia-
Pacific region. He is a director of NGC Holdings Limited and The
Gas Industry Company Limited.

David Tompkins, BA sc, ME, MIPENZ, Dip B Mgt, Dip Int Fin
General Manager Service Delivery

David Tompkins is responsible for network maintenance and
capital works, customer services, Vector's call centre, network
control and reliability, management of field contracting partners,
the Utilitech training business, and Treescape. He has had
considerable experience in asset development, contractor
performance management and business development during his
career in Australasia, South Africa and Canada.

John van Brink, Ve (Electrical), CEng, MIEE
Acting General Manager Commercial

John van Brink is responsible for the commercial and pricing
arrangements for the electricity and gas businesses, as well as
for sales, retailer and customer relationships, business
development and for the ongoing growth of the gas distribution
business. He has been actively involved in the New Zealand
energy sector since 1976 and his career has included senior roles
at UnitedNetworks Limited.

v ™ [ / :
. Mark Franklia g Tobn Van Brimk

Peter Brown
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Peter Brown, Grad Dip PM&R
General Manager Corporate

Peter Brown'’s role includes responsibility for human resources,
health and safety, legal services, property, risk management,
organisational development, corporate communications and
marketing. He has had more than 25 years experience in human
resource management and related areas with leading
international companies in Australia, New Zealand and other
countries in the Asia-Pacific region. He has completed the
Advanced HR & OD Management Program at Columbia
University, New York.

Simon Mackenzie, Grad bip BS (Dist), Dip Fin, NZCE
Group General Manager Networks

Simon Mackenzie is responsible for Vector's network
management strategy from an asset/capital utilisation
perspective. His portfolio includes network management of
electricity, gas, telecommunications, regulatory management,
information technology, transmission, and management of the
telecommunications business. He has had more than 15 years
experience in the energy sector, and has also had construction
and consultancy experience in Europe and Australasia. He has
completed the Advanced Management Program at the Wharton
School, University of Pennsylvania.
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Andrew Knight, Bms (Hons), cA
General Manager Strategic Development

Andrew Knight is responsible for the facilitation of the company’s
strategic ambitions through the agreement and delivery of the
strategic plan, including driving initiatives through the business
and coordinating the company’s business planning and business
performance measurement processes. He has a career
background in the energy sector in Australia and New Zealand.

Peter Fredricson, Bcom, ACA
Chief Financial Officer

Peter Fredricson is responsible for leading, directing and
controlling the financial activities of the company, including
financial reporting, budgeting, treasury, revenue management,
internal and external auditing, and merger and acquisition
activities. He has significant experience in each of these
disciplines gained during a career in the Asia-Pacific investment
banking, finance and insurance sectors.

Bryan Crawford
e |

NGC MANAGEMENT

Bryan Crawford, Bes
Chief Executive Officer, NGC

Bryan Crawford was appointed to the role of chief executive
officer at NGC in February 2005, after Vector acquired a 67.21%
shareholding in that company. Prior to his appointment to NGC,
he was Vector's group general manager of sales and marketing
and prior to that was general manager marketing at
UnitedNetworks Limited. He has had more than 20 years sales
and marketing experience and has held leadership roles with
several large corporates.
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The board of directors is committed to maintaining the highest
standards of corporate governance at Vector.

Vector's board believes that good governance is based on a set
of principles and behaviours that provide a clear basis for the
company’s everyday activities, thus ensuring transparency,
fairness and recognition of the interests of Vector’s stakeholders.

Our governance framework takes into consideration
contemporary best practice standards in New Zealand and
Australia, and incorporates principles and guidelines issued by
the Securities Commission of New Zealand and the best practice
code issued by the NZX.

The board confirms that Vector’s governance framework
complies with the majority of standards set for listed
organisations in New Zealand and Australia. Any differences are
explained further in this section.

Vector's key corporate governance documents are available on
its website at www.vectornetworks.co.nz.

Bodrad of directors

Vector's current board was appointed by the Auckland Energy
Consumer Trust (AECT) which was the company’s sole
shareholder in the year to 30 June 2005. Following the issue of
new shares in August 2005, future appointments will be made or
confirmed by an ordinary resolution of shareholders at the
company'’s annual meeting.

The board has statutory responsibility for the affairs and activities
of Vector which, in practice, is achieved through delegation to the
chief executive and management of Vector.

Roles and responsibilities

The board has formalised its roles and responsibilities in a
board charter. The charter clearly defines matters that are
reserved for the board, and those that the board has delegated
to management.

The board is responsible for:

* charting the direction, strategies and financial objectives of
Vector and monitoring the implementation of those policies,
strategies and financial objectives;

* monitoring compliance with regulatory requirements and
ethical standards;

* appointing and reviewing the performance of the chief
executive officer; and

* protecting and enhancing the value of the assets of Vector.

Vector's chief executive and management are responsible for:

* developing and implementing company strategies and making
recommendations on specific strategic initiatives,;

* management and implementation of the risk management
strategy set out by the board;

* formulation and implementation of policies and reporting
procedures for management,

* implementation of the delegated financial authority policy;
and

* the day-to-day management of the company.

Powers specifically reserved for the board are:

* appointment of the chief executive officer and determination
of his or her terms and conditions (including remuneration);

* any matters in excess of discretions that it may have from
time to time delegated to the chief executive officer and
management in relation to transactions, market risk limits and
expenditure;

* approvals of each of the following:
— the budget and business plan, at least annually;

- the acquisition, establishment, disposal and cessation of
any significant businesses of Vector”;

— the issue of any securities in the company?; and
* review of Vector’s performance against strategic objectives.

Composition

The size and composition of the board is subject to the limits
imposed by Vector’s constitution. The constitution requires the
board to comprise between three and nine directors of which
two must be ordinarily resident in New Zealand.

At least one third of all directors are required to retire at each
annual meeting. These will be either those directors wishing to
retire or those who have been longest in office since their last
election. There is no maximum term which a non-executive can
remain a director.

An independent director is, in summary, one who has no
relationship with Vector (either directly, through associated
persons or as a partner, shareholder or executive officer of an
organisation that has a material relationship with Vector) that
could compromise his or her ability to exercise unfettered
judgment. Only independent directors are eligible to be the board
chairperson.

As at 30 June 2005 there were seven directors on the board, all of
whom the board has determined are independent.

1. Which also requires shareholder approval in certain circumstances
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Information and advice

All directors are expected to continuously inform and educate
themselves to ensure that they can appropriately and effectively
perform their duties.

A director is entitled to seek independent advice at company
expense if he or she perceives an irregularity in a company
related matter. The chairman must be advised beforehand, and
the advice must be made available to the rest of the board.

Accountabilities

Directors minimise the possibility of conflict of interest in their
involvement with Vector by restricting their involvement in
businesses that could lead to a conflict of interest. Where
conflicts do exist, the nature of their interest is disclosed to
fellow directors and, where appropriate, directors excuse
themselves from discussions in respect of those interests, and
do not exercise their right to vote in relevant matters.

Directors are subject to limitations in their ability to buy and sell
Vector securities by Vector’s insider trading policies and the
Securities Market Act 1988. All changes in Vector security
holdings by directors are reported to the board and the NZX.

Board performance

The board reviews its performance and the individual
performance of each director annually, with the assistance of
professional advisers.

Governance at Vector

Board committees

There are currently four board committees, which have been set
up to assist in the execution of the board’s responsibilities, each
of which is subject to a defined charter. The four board
committees are:

# Audit committee

# Risk committee

* Nominations committee

* Remuneration committee

Committee membership and responsibilities

The board committees review and analyse company policies and
strategy, usually developed by management, within their terms of
reference. They also examine proposals, and where appropriate,
make recommendations to the full board. Committees do not
take actions or make decisions on behalf of the board unless
specifically mandated beforehand by the board to do so.

Committee members and chairpersons are appointed by the
board. Directors may attend any meeting of a board committee.

Committee attendance

Attendance records of board and committee meetings are
provided in the table below:

COMMITTEE ATTENDANCE FULL BOARD AUDIT COMMITTEE RISK COMMITTEE NOMINATIONS REMUNERATION
12 MONTHS TO 30 JUNE 2005 COMMITTEE? COMMITTEE

Total meetings

Michael Stiassny 20 5
Margo Buchanan Oliver? 2 1
Mark Franklin® 5 -
Tony Gibbs* 10 -
John Goulter* 13 -
Bryan Leyland® 12 1
Greg Muir* 10 3
Don McLaren 18 2
Brian Plimmer 18 5
Bob Thomson® 6 -

. Established 22 June 2005.

. Resigned 24 August 2004.

. Appointed 24 August 2004 and resigned 22 October 2004.
. Appointed 22 October 2004.

. Resigned 18 March 2005.

o o s W oN P

. Appointed 18 March 2005.

3 = 2
3 _ -
3 _ _
1 — —
3 = 2
= = 2
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Governance

at Vector
(continued)

Audit committee

The audit committee must comprise at least three directors, each
of whom is a non-executive and the majority of whom are
independent. The chairperson must be an independent director
who is not the chairperson of the board. Brian Plimmer (chair),
Michael Stiassny and Greg Muir are currently members of the
audit committee. The committee extends a standing invitation to
the chief executive and chief financial officer where appropriate.

At least one member of the committee must have an adequate
accounting or financial background, which requires the following:

* membership of the Institute of Chartered Accountants of
New Zealand; or

* has held a chief financial officer position with a listed
company for more than 24 months; or

* has successfully completed a NZX approved course for audit
committee membership; or

* has experience and/or qualifications deemed satisfactory by
the board.

Of the current audit committee, Brian Plimmer and Michael
Stiassny meet these criteria.

The terms of reference for the audit committee are defined in the
audit committee charter. In summary, the committee is
responsible for:

* assisting the board to perform its oversight responsibilities in
relation to financial reporting and regulatory compliance;

* reviewing financial reporting processes, internal controls, the
audit process and the company’s process for monitoring legal
and regulatory compliance; and

* reviewing treasury risk management controls.

The committee also acts as a forum for communication between
the board and senior financial management and internal and
external auditors where appropriate. The committee meets with
external and internal auditors at least once a year, and, for at
least part of that meeting, no company employees are present.

Appointment of auditors

The committee considers and recommends to the board the
appointment of external and internal auditors. This includes
considering the independence of external and internal auditors
(including reviewing the range of services provided by the
auditors in the context of all consulting services bought by the
company). While rotation of audit firms is not required, the
committee shall ensure that the same audit partner does not
lead the company’s audit for more than five consecutive years.

Management of risk

The risk committee must comprise at least three directors, and a
standing invitation exists for attendance to the chair of the
executive risk management committee (ERMC). John Goulter
(chair), Tony Gibbs, Don McLaren, Bob Thomson and Michael
Stiassny are currently members of the risk committee.

The terms of reference for the risk committee are identified in
the risk committee charter. In summary, the committee is
responsible for:

* assisting the board to perform its oversight responsibilities
relating to the identification, analysis and management of
risks which may have a significant influence on the
performance of the company; and

* considering and, if appropriate, approving the
recommendations of the ERMC for submission to the board
and to provide strategic guidance and feedback to the board
and ERMC on Vector’s risk management policy.

Board nominations and appointments

The nominations committee must comprise at least three
directors of which the majority will be, wherever possible,
independent and non-executive directors. Michael Stiassny
(chair), Tony Gibbs, and John Goulter are currently members of
the nominations committee.

The terms of reference for the nominations committee are
identified in the nominations committee charter. In summary, the
committee is responsible for:

* establishing and reviewing criteria for determining the
suitability of potential directors, and identifying and
recommending suitable candidates for director nomination or
appointment;

* the engagement and induction of all directors;
* board review and evaluation process and procedures; and

* making determinations about the independent status of all
directors.

The committee’s charter provides for the nominations committee
to undertake non-binding consultation with the AECT prior to
finalising any board recommendation regarding a director
nomination or appointment.

Vector’s constitution requires that AECT approval be obtained to
the appointment or removal of directors of subsidiary companies
(except listed and non-operating subsidiaries).
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Remuneration framework

The remuneration committee must comprise at least three
directors, and extends a standing invitation to the chief executive
officer and the general manager corporate where appropriate.
Donald McLaren (chair), Michael Stiassny, Greg Muir and Brian
Plimmer are currently members of the remuneration committee.

The terms of reference for the remuneration committee are
identified in the remuneration committee charter. In summary,
the committee is responsible for:

* considering all senior management appointments (chief
executive and senior executive positions), including
contractual conditions;

* monitoring the outcomes of policy implementation at senior
management level, including incentive payments; and

* reviewing company remuneration policy, at least annually.

Vector’s policy is that remuneration of executives and directors
shall be at fair and reasonable levels measured against a
competitive market. Remuneration levels for executives are
determined in accordance with the company’s remuneration
policy, a summary of which is available on Vector’s website.
Directors’ remuneration is determined on the basis of an
independent assessment of the competitive market and
authorised by an ordinary resolution of shareholders.

Corporate performance

Corporate governance policies are regularly reviewed by the
board to ensure that Vector’s responsibilities and obligations are
being appropriately met.

Governance principles and practices

Vector’s board has adopted a code of practice to guide the
personal performance of directors, and a set of guiding principles
which are set out below:

* Vector will be a leading commercial enterprise with a
reputation for delivering results through sound business
strategy;

* Vector will have entrepreneurial agility, being able to identify
opportunities and create successful outcomes;

* Vector will be an employer of choice which values knowledge
and talent;

* Vector will deal fairly and honestly with its customers
and stakeholders; and

* Vector will be a good corporate citizen.

Governance at Vector

Code of conduct

Vector’s board sets the ethical standards for the company
through its published code of conduct, which sets the ethical
standards intended to guide actions that are consistent with
Vector’s values. These standards are expected of directors,
employees and contractors of Vector and its subsidiaries.

Vector’s code of conduct covers the following areas:

* standards of behaviour — professionalism, integrity, loyalty,
fairness and honesty — to behave in such a way that reflects
credit on Vector;

* conflicts of interest;

* receipt and use of company information, assets, gifts and
property (including intellectual property);

* delegated authorities;

* compliance with laws, regulations and rules;
* reporting concerns and protections; and

* disciplinary measures and processes.

The code of conduct is reviewed annually. Implementation and

ongoing monitoring is the responsibility of the corporate division.

There has been no serious unethical behaviour to report.

Legal and regulatory compliance
Vector’s board and management are required to:

* conduct themselves in a manner that is consistent with all
Vector policies, frameworks and processes at all times;

* comply with all applicable legislation, regulations, local
authority by-laws, rules (including the NZX Listing Rules and
regulations); and

* complete all statutory and internal disclosure requirements
as required.
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