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• KPN took over the Dutch part of the KPNQwest Euro Rings and the Network Operations Centre
(NOC) in The Hague.

August
• KPN took over the German part of KPNQwest Euro Rings including the connections to

neighbouring countries;
• Atos Origin’s agreed to take over of the activities of KPN’s Software House;
• With the sale of Vision Networks Tsjechië, KPN completed the disposal of its cable activities

except for a small interest in Poland;
• KPN reviewed its mobile operations. It wrote down the value of its Hutchison 3G venture in the

UK, and announced its 15% share in the joint venture was for sale.
September
• KPN held talks to sell its yellow-pages division with three potential suitors;
• KPN agreed to purchase of the UK part of the KPNQwest network.
November
• Agreement signed with MTS (Ukraine) for 16% sale for US$55 million subject to regulatory

approval.
December
• KPN Belgium sold to Scarlet.

16. MARCONI PLC

16.1 COMPANY INFORMATION

Exhibit 32 – Marconi at a glance

Shareholders Public company
Year established 1999
Managing Director Mike Parton
Revenue 2002 £4.57 billion
R&D exp 2002 13.8% of revenue
Headquarters London
Branches Operates in 100 countries
Employees 2002 48,000

(Source: Paul Budde Communication, based on company data)

The company was formed from GEC after that company redirected its activities towards
communications. Marconi Communications was initially formed in 1998 by GEC from the integration
of GPT with Marconi SpA and GEC’s telecommunications operations in South Africa and Hong Kong.
It provided smart broadband systems and project integration, designing and delivering communication
systems.

In 1998, GEC acquired Reltec and FORE Systems in the USA for more than US$6 billion. These
companies were put into Marconi Communications.

In 1999, Marconi established a new regional base in Singapore with the establishment of Marconi
Communications Singapore Pte Ltd. This company will specialise in telecommunications products and
services, and systems integration.
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After further rationalisation, GEC was renamed Marconi plc in November 1999, based in London, and
was listed on the London Stock Exchange. In October 2000, it was listed on NASDAQ, but was
delisted in June 2002 due to the company’s low share price.

16.1.1 Year 2002 results
Revenue for the year was down 34%, leading to an operating loss of £463 million (an operating profit
of £754 million in 2001), and a net loss of £5,660 million before tax (£70 million in 2001). The sales
were down in all segment and geographic areas. The apparent increase in capital revenues was due to
transfer of reporting companies.

These figures included exceptional write-offs and provisions of £5,216 million, offset to some extent
by exceptional gains of £667 million generated from disposals of businesses and fixed assets, and the
reversal of share options provisions.

A part of the debt reduction program during the year was the disposal of non-core businesses, including
Medical Systems in October 2001, Commerce Systems and Data Systems in February 2002, and the
50% stake in General Domestic Appliances in March 2002. Additionally, the company exchanged its
optical components business for an approximate 10% interest in Bookham Technology in February
2002.

The company is still burning cash despite its cost reduction efforts, and remains in serious financial
difficulty.

Table 58 – Revenue for years ending March – 1997-2002

Year (£ billion)
1997 3.5
1998 3.8
1999 4.1
2000 5.4
2001 6.9
2002 4.6

(Source: Paul Budde Communication, based on company data)

Table 59 – Revenue by segment – 2002

Segment Proportion Annual change
Network equipment 38% -47%
Network services 21% -5%
Mobile
communications

8% +11%

Medical Systems 13% +10%
Capital 20% -60%

(Source: Paul Budde Communication, based on company data)

Table 60 – Revenue by region – 2002

Region Proportion Annual change
Americas 39% -38%
UK 24% -39%
Rest of Europe 25% -31%
Africa, Asia Pacific 12% -10%

(Source: Paul Budde Communication, based on company data)
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16.1.2 Financial problems – 2001 and 2002
Trading conditions continue to deteriorate, with no signs of a recovery. The slowdown commenced in
the USA in 2000, but flowed into the European industry. It was felt that the impact on sales was mainly
due to lack of finance for network development, especially for new operators and Competitive Local
Exchange Carrier (CLECs).

In view of the downturn, Marconi began reorganising in October 2000, when it announced plans to
outsource its lower value manufacturing operations. This involved the transfer of 2,900 employees and
a significant element of the components inventory to Jabil Circuit, Marconi’s selected outsource
manufacturing partner. It is planned that this will be complete by December 2001.

In April 2001, plans were announced for a further workforce reduction of 3,000. This reduction would
be in administrative and support functions, but recruitment would continue in targeted research,
engineering and customer account management roles.

Despite market conditions, Marconi continued to invest in new business developments. These have
included Marconi Optical Components; Ipsaris, the UK national network business; and Northwood
Technologies, a Canadian wireless telecom software company. Similarly, it continued to invest in R&D
programs that will generate high rates of return. In 2002, R&D comprised 14% of revenue compared
with 10% the previous year.

In May 2001, Marconi launched a €3 billion multi-currency revolving credit facility, which was
oversubscribed.

In June 2001, it sold its remaining stake in Alstom for €387 million, and its Medical Systems to Philips
for £780 million.

In July 2001, continuing sales decline resulted in the company announcing an expected sales decline of
15% in the coming year, and further cost cutting measures. The workforce was to be cut by a further
3,000 and management positions by 1,000. This was expected to cost £150 million, but to save £150
million annually. This move did not appease investors, and the shares continued to fall.

By August 2001, 6,000 employees had left the Company as a direct result of restructuring plans and a
further 1,625 employees had been transferred to Jabil Circuit. Following an operational review,
Marconi decided to focus resources primarily on:
• optical networks - Synchronous Digital Hierarchy/Dense Wave Division Multiplexing

(SDH/DWDM);
• high capacity packet switches;
• broadband access platforms which interface with the core of the networks;
• software and support services associated with these products.

The company transferred activities other than these core activities to Marconi Capital. Businesses in
Capital are managed for value in order to enhance the Group’s earnings and cash flow and to reduce
debt.

The debt reduction program continued during 2002 with the disposal of Medical Systems in October
2001, Commerce Systems and Data Systems in February 2002, and the 50% stake in General Domestic
Appliances in March 2002. Additionally, the company exchanged its optical components business for
an approximate 10% interest in Bookham Technology in February 2002.

16.1.3 Company restructuring 2002
In August 2002, Marconi avoided bankruptcy by reaching agreement with a consortium of 31 banks
and existing bondholders to restructure the company. This complex debt-for-equity swap would wipe
out much of its £4 billion debt.
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The reorganisation would result in the company’s existing debt being exchanged for £635 million cash,
a new $US300 million loan and convertible notes in a new company, Marconi Corporation. This new
company would be listed and the old company, Marconi plc, de-listed.

Marconi Corporation would focus on optical networks in European. The new loan would act as security
for Marconi’s US-based power assets, which will eventually be sold.

Existing shareholders get very little from the deal. They get 0.5% equity in the new company plus
options to buy 5% of Marconi Corporation after four years. The agreement is conditional upon the
approval of creditors and further due diligence by the banks and bondholders. It is expected to be
completed in January 2003.

For those who like trivia, the restructuring was agreed on the 100th anniversary of Guglielmo
Marconi’s first radio transmission.

16.1.4 Brief history
1886
• The General Electric Apparatus Company was established, and the next year commenced the

manufacture of telephones, electric bells, ceiling roses and switches.
1900
• Company publicly listed as The General Electric Co. Ltd, and started manufacturing switches using

china as an insulator, and light bulbs.
1914-1918
• The Company was heavily involved in the war effort with products such as radios, signalling lamps

and arc lamp carbons.
1920s
• From the 1920s the Company was involved in the creation of the National Grid.
1939-1944
• GEC was a major supplier to the military of electrical and engineering products, including

involvement in the development of the cavity magnetron for radar.
1961-1967
• GEC acquired RAI & AEI.
1967
• GEC acquired Associated Electrical Industries (AEI), which encompassed Metropolitan-Vickers,

BTH, Edison Swan, Siemens Bros., Hotpoint and W.T. Henley.
1968
• GEC merged with English Electric and The Marconi Company, amongst others.
1980s
• Further mergers within the electrical industry, with the creation of GPT by GEC and Plessey in

1988, and the joint acquisition of Plessey by GEC and Siemens the following year. An equal
investment by GEC and Compagnie General D’Electricitie (CGE) formed the power generation
and transport arm, GEC ALSTHOM, in 1989.

1990
• GEC acquired parts of Ferranti.
1995
• GEC acquired Vickers Shipbuilding and Engineering Ltd.
Late 1990s
• The company was reorganised to concentrate on core businesses, mainly communications. This

involved the sale of Express Lifts, Satchwell Controls, AB Dick, the Wire and Cables Group,
Marconi Instruments and GEC Plessey Semiconductors.

1999
• Marconi sold Electronics Systems to British Aerospace;
• GEC acquired the US telecommunication network products company Reltec;
• Acquired US Internet switching equipment company Fore Systems;
• GEC was renamed Marconi plc, and was listed on the London Stock Exchange.
2000
• Marconi purchased Scitec’s Australian communication solutions business.
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16.1.5 Company organisation (prior to restructuring)
The Group is organised into five divisions operating under the global Marconi brand, and R&D
facilities.

16.1.5.1 Communications networks

Marconi provides key technologies, equipment and services for the Internet, enterprise networks and
telecommunications systems.

16.1.5.2 Mobile Communications

Mobile Communications was formed in November 1999 to focus and capitalise on the emerging
opportunities developing within the rapidly growing third generation mobile market. It designs,
develops, and integrates communications and information technologies into wireless communications
systems for personal, professional and secure uses.

The Mobile Communications division aims to win a slice of the market for third generation networks.
This development will be based on an innovative business model, involving partnering arrangements to
create a competitive product and service offering.

16.1.5.3 Communications services

Marconi Services offers consulting, implementation, and technical support services for networks. This
includes planning, installation packages, technical support, upgrades, maintenance, and field
engineering.

MSI is a leading provider of integrated customer-adaptive network software solutions.

16.1.5.4 Marconi Systems

Marconi Systems is structured into three businesses:
• Commerce Systems – designs, manufactures, distributes and supports retail automation systems

and Internet-enabled petroleum dispensing needs;
• Data Systems – digital imaging, marking and coding systems and information business process

solutions;
• Medical Systems – supplies medical image equipment for both diagnostic and therapeutic uses.

16.1.5.5 Marconi Capital

Marconi Capital is focused on the development of emerging technology businesses. Through Marconi
Ventures, the company’s US$100 million venture capital fund, it will invest in early stage businesses
with high growth potential or technology synergies with Marconi’s core businesses.

Marconi Capital manages the disposal of the company’s non-core businesses.

16.1.5.6 Research & development

Caswell Technology – develops advanced photonic components such as lasers and modulators, for
Marconi’s core network products and for third parties.

Marconi Laboratory – planned to develop new technology for the Internet and data transmission at
Cambridge University in 2002.
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16.2 MARCONI MERGERS AND JOINT VENTURES

Exhibit 33 – Summary of acquisitions

Northwood Technologies 2001/06 A Canadian wireless telecom software company

TI-Projekte 2001/01 The mobile networks installation business of
Philips Germany.

Telit Networks 2000/12 Designs and develops products for the public
mobile network infrastructure

AMTEC 2000/11 Specialises in the design and supply of IP Secure
Access Systems

Splice do Brasil 2000/10 A manufacturer of telecommunications solutions
for the Latin American market

Albany Partnership 2000/07 Provider of services to wireless, telecoms, network
operators and equipment suppliers

Davies Industrial
Communications

2000/07 Specialist provider of personal radio equipment

SMS 2000/05 Provider of data centres and IT outsourcing
services

MSI 2000/04 Global wireless planning and operational support
systems provider

Scitec
(Divisional Purchase)

2000/03 Australian communications, network design,
integration and services solutions

Robert Bosch Public Networks
(Divisional Purchase)

1999/11 Supplier of public telecom network equipment to
network operators and service providers

SDH, WLL and services Atlantic
Telecom Plc (25%)

1999/011 Provider of cable and satellite television
broadcasting services and telecommunications
services

Nokia Oy AB-SDH/DWDM
(Divisional Purchase)

1999/11 Synchronous Digital Hierarchy/Dense Wave
Division Multiplexing

RDC Communications Ltd 1999/08 Develop wireless networking systems; develop
Wireless Internet Protocol Local Loop system
(WIPLL) which provides users with Voice-over-IP
(VoIP), data and Internet access at speeds in
excess of 3Mb/s

FORE Systems Inc 1999/07 Manufacture network interfaces And
Asynchronous Transfer Mode (ATM) Local Area
Networks (LAN) products

RELTEC Corporation 1999/04 Manufacture and sale of a broad range of
telecommunications systems, products and
services including Access Systems, Integrated
Wireless Solutions and Network Components to
wireline and wireless service providers and
Original Equipment Manufacturers (OEMs) in
North America and around the globe

Logitron 1999/03 Manufacturer of fuel dispensing equipment
Tetrel Ltd 1999/03 Manufacturer of payphones
Elscint Ltd-Comp (Divisional
purchase)

1998/10 Tomorgraph Division - Manufacturer of
computerised tomographic X-ray equipment

GPT Holdings Ltd 1998/08 Manufacturer of transmission telecommunications
equipment

(Source: Paul Budde Communication, based on company data)

Exhibit 34 – Summary of investments

Bookham Technology plc Feb 2002 Marconi Optical Components Ltd acquired
approximately 10% of the issued share capital

Guilin Marconi Telecoms Oct 2000 A telecoms equipment supplier in China
Netdecisions (15%) Sep 2000 E-solutions provider
Atlantic Telecom (19.7%) Nov 1999 Provider of fixed telephone services
Xcert International Inc (25%) Mar 2000 10%

Aug 1999 15%
Provide secured Internet business transactions
services

(Source: Paul Budde Communication, based on company data)
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16.2.1 Joint ventures

16.2.1.1 Sidtec

A joint venture with the Shanghai Telephone Equipment Factory and CITIC Technology Incorporated.
It was established in 1989 and designs, develops, manufactures, sells and supports the iSDX family of
Integrated Service Digital Program Store Control PABXs, and payphone systems.

16.2.1.2 Fibreway

A provider of an independent national optical fibre network. By leasing dark fibre, Fibreway offers
Service Providers and Corporate Users the opportunity to quickly launch revenue earning projects,
particularly broadband, without high capital investment.

16.2.1.3 Shanghai GPT

Provides a complete network service for the users of Synchronous Optical Fibre Transmission
Equipment in China. From its base in the Qaigaoqiao Free Trade Zone of Shanghai, it offers network
design, sales, manufacture and a variety of after sales services for the latest and most advanced SDH
and access network products.

16.2.1.4 Buzton

A telecommunications service provider operating in Tashkent, the capital of the Republic of
Uzbekistan. It operates its own digital fibre optic network in Tashkent and provides local, national and
international telecommunications services to both business and private customers. Buzton was formed
in 1994 and is a 50:50 joint venture with the Tashkent Centre of International Communications and the
Tashkent City Telephone Communications & Broadcasting Association.

16.2.1.5 Betkom

A Joint Venture with the Bulgarian Telecoms Corporation established in 1991, operating a card
payphone network throughout Bulgaria.

16.2.1.6 Euromast

In December 2000, Marconi and Railtrack formed a new joint venture, Euromast. Euromast has access
to Marconi’s existing property rights and Railtrack’s property portfolio, for the provision of around
5,000 shared masts that will support the deployment of next generation broadband wireless networks.

16.3 PRODUCTS AND SERVICES

16.3.1 Networks
• Access Solutions;
• Broadband Routing and Switching;
• Interactive Systems;
• Multimedia and Voice Solutions;
• Optical Networks;
• Operational Support Systems;
• Outside Plant, Power & Services;
• Test Systems.
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16.3.2 Wireless
• The acquisition, construction and management of turnkey mast sites to building and managing

networks;
• Development of specific solutions to meet clients’ business needs including network planning,

fixed wireless, private networks and public mobile radio expertise.

16.3.3 Enterprise solutions
• Customer Relationship Solutions - e-commerce, m-commerce, and on-demand information through

retail automation, electronic billing, Internet multimedia marketing and promotion, interactive
public terminals, and mobile, credit card, and smart card cashless payment systems;

• Supplier, Partner, and Internal Resource Management Solutions - real-time business applications
through Web-based inventory control and management, and content provisioning and delivery
systems for business applications such as e-learning, tele-medicine, and collaboration.

16.3.4 Government solutions
• Public safety and telejustice;
• Distance learning and healthcare imaging transfer;
• Web-based transportation management and electronic toll collection;
• Video surveillance and entry access control;
• Fraud prevention;
• Data warehousing;
• Online customer service.

16.4 OTHER DEVELOPMENTS

16.4.1 Year 2002
December 2001
• Marconi agreed to sell:

⇒ its Optical Components business to Bookham Technology in exchange for 10% of the ordinary
shares of Bookham;
⇒ Marconi Commerce Systems to Danaher Corporation;
⇒ its 50% holding in General Domestic Appliances Holdings to Merloni Elettrodomestici in
Milan.

All three transactions were completed in February 2002.
January
• Western Power, Western Australia’s main energy corporation, chose Marconi to provide

broadband networking capability to deliver video services and high-speed Internet access to Perth
residents and small business.

February
• Marconi sold the balance of its holding in Italian-listed company Lottomatica SpA.
March
• Marconi completed the sale of its 50% holding in General Domestic Appliances Holdings Limited

to Merloni Elettrodomestici.
May
• Marconi announced a planned IPO on the Milan Stock Exchange of its Strategic Communications

business, which designs, manufactures and supplies communications and information systems,
primarily for defence and security applications.

July
• Marconi sold its Applied Technologies division (MTech), to 3i.
August
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• Marconi completed the sale of its Strategic Communications business to Finmeccanica SpA instead
of listing it.

16.5 CONTACT DETAILS

Marconi plc
One Bruton Street Tel: +44 20 7493 8484
LONDON  W1X 8AQ Fax: +44 20 7493 1974
UNITED KINGDOM Website: www.marconi.com

17. MILLICOM INTERNATIONAL CELLULAR SA

17.1 COMPANY INFORMATION

Exhibit 35 – Millicom at a glance

Shareholders Public company
CEO Marc Beuls
Revenue 2001 US$686 million
Headquarters Luxembourg

(Source: Paul Budde Communication, based on company data)

In 1999, Millicom International Cellular SA (MIC) was established as a global investor in the
telecommunications sector, with valuable investments in cellular telephone service operations,
primarily in emerging markets.

MIC’s cellular telephone services in emerging markets remain core to its business, with operations in
Asia, Latin America and Africa. In December 2001, it had interests in 34 operations in 21 countries,
covering a population under licence of approximately 584 million. It is in the process of adding new
value-added services, in particular broadband communications and Internet service provision.

MIC has a 12.7% interest in Tele2 AB (formerly NetCom AB), an alternative pan-European provider
of telecommunications and related services which includes the majority owned subsidiary Société
Européenne de Communication SA, (SEC).

The Company’s shares are traded on Nasdaq.

Table 61 – Proportional cellular subscribers – July 2002

Region Subscribers (millions) Annual growth
Asia 1.06 +49%
Latin America 1.45 +14%
Africa 0.18 +12%
Total (85% prepaid) 2.70 +27%

(Source: Paul Budde Communication, based on company data)

17.1.1 Year 2001 results
Including divested operations, revenue US$645 million, up 13% on the previous year. Highlights were:
• Sanbao Telecom increased 34%, mainly due to Vietnam;
• in MIC Africa, Tanzania and Senegal performed strongly, offset by the anti-terrorist campaign in

Pakistan and two lightning strikes on the network in Ghana;


