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19. MOBILCOM AG

19.1 COMPANY INFORMATION

Exhibit 37 – Mobilcom at a glance

Shareholders Dec 2001

Public company
Gerhard Schmid - 40% (since sold to institutions)
• Public 31.5%
France Telecom 28.5%

CEO Thorsten Grenz
Year established 1992
Revenue 2001 €2.59 billion
Headquarters Budelsdorf, Germany
Employees Dec 2001 5,680

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

MobilCom is a full service German telecommunications operator offering wireless and fixed-line
services, including Internet and e-commerce. Following its acquisition of competitors TelePassport and
D Plus, it operates its own fibre optic network and owns 77% of free ISP Freenet.de. It is listed on
Frankfurt’s tech-rich Neuer Markt It won one of Germany’s third-generation wireless licences in
August 2000.

For more information about the telecommunications market in Germany, including MobilCom’s
competitors, see separate report: Germany – Key Statistics and Telecommunications Market Overview
at www.budde.com.au.

Table 71 – Operating statistics – 2001

Service Numbers Annual growth
Mobile subscribers 5 million +25%
Fixed customers 930,000 +4%
Active Internet customers 1.65 million +85%
Fixed-line minutes/day:

• Preselection 18 billion +165%
• Internet 16 billion +84%

(Source: Paul Budde Communication, based on company data)
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19.1.1 Year 2001 results
Revenue increased 10% to €2.59 billion. This led to a 2.2% increase in operating profit, despite
declining margins. Revenue was up in all operating areas.

EBITDA was a negative €65.5 million (negative €11.4 million in 2000) due to:
• the cost of setting up the UMTS business which could not be capitalised increasing by €34 million;
• a number of one-time expenses including bad debts and write-downs (€17.9 million) and the

closure of various development projects (€9.9 million).

Depreciation and amortisation included impairment write-downs of € 14.1 million.

After deducting net interest expense of €17 million (up €6 million on 2000), the loss from ordinary
operating activities was €251 million compared with a loss of €149 million in 2000.

The net loss was €206 million (2000: group loss € 89.2 million).

At the end of the year, cash equivalents were €111 million compared with a total debt of €6.2 billion.

Table 72 – Revenue for years ending December – 1996-2001

Year Revenue (millions)
1996 DM136
1997 DM165
1998 €752
1999 €1,360
2000 €2,360
2001 €2,590

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

Table 73 – Revenue by segment – 2001

Segment Proportion Annual change
Fixed 13% +7%
Mobile 74% +12%
Internet 10% +52%
Other 3% -47%

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

19.1.2 Company history
1991
• The government monopoly was removed for mobile telephony, and Mannesmann entered the

cellphone market with its D2 network. Licences were granted to independent telephone companies,
and MobilCom Communicationstechnik was founded.

1992
• When the network was launched in summer 1992, MobilCom marketed D2 lines as well as mobile

phones. This was followed by sales of D1 and E-Plus lines, with new companies established for
cellphone hire and direct sales.

1994
• Commerz UBAG and the 3i Group take stakes in MobilCom
1996
• The company was listed on Frankfurt’s new technology exchange, the Neuer Markt.
1998
• With MobilCom CityLINE, a subsidiary founded in summer 1997, MobilCom launched its

terrestrial network activities in January, with an aggressive tariff structure, directly competing with
Deutsche Telekom;
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• Acquired the mobile phone service provider Cellway and the Krefeld-based network service
provider topnet AG;

• Moved to new headquarters in Büdelsdorf.
1999
• Acquired DINO Online (one of largest German-language web catalogues), comtech (a computer

trading chain), TelePassport (a telecoms company), and D Plus (a major mobile telephony service
provider);

• Floated freenet.de AG on Frankfurt’s Neuer Markt;
• Founded MobilCom MultiMedia, a joint venture between MobilCom and France Telecom to bid

for a UMTS licence;
• Constructed own fibre optic network for Internet and telephony.
2000
• France Télécom becomes a shareholder in MobilCom;
• Acquisition of a Universal Mobile Telecommunications Services (UMTS) licence by auction;
• Network supplier contract concluded with Ericsson.
2001
• Conclusion of network supplier contract with Nokia;
• UMTS local centres open;
• National roaming agreement with E-Plus;
• Cellway and D Plus merge.

19.2 COMPANY ANALYSIS – UPDATED NOVEMBER 2002

19.2.1 France Telecom funding threatened
MobilCom is having some problems with shareholder France Telecom. France Telecom agreed to
financially support MobilCom’s 3G activities in Germany as part of buying its 28.5% stake in the
company.

Relations between France Telecom and MobilCom became public, acrimonious and personal in 2002.
The acrimony was precipitated by a deal offered to MobilCom dealers and sales agents in February
2002. As an incentive to meet 2002 and 2003 targets, MobilCom offered stock options. However, these
would be issued through Millennium GmhH, a company controlled by Ms Sybille Schmid-Sindram, the
wife of MobilCom’s chairman and founder. Despite advice from the Federal Securities Trade
Supervisory Office that there were no indications of illegal trading involved, France Telecom used the
opportunity to stop meeting its Third generation mobile system (3G )financing obligations.

By March, France Telecom had forced main shareholder Gerhard Schmid to agree to sell his
shareholding in MobilCom to a group of financial institutions. He was removed from the board in June,
the same month that France telecom unilaterally terminated the financing agreement. France Telecom
eventually bought out Schmid’s 40%, and ceased funding MobilCom altogether in September 2002.
MobilCom faced repayments of €4.7 billion in bank loans by the end of September 2002, mainly
related to its 3G financing. Default on repayments would have forced it to file for insolvency.

19.2.2 Government bailout of Mobilcom
In September 2002, the German Government agreed to bail out MobilCom by providing a loan of €400
million and support for Mobilcom’s claim of €13 billion from France Telecom. The European
Commission (EC) and competing mobile operators were all concerned at this move because European
Union (EU) regulations restricted State aid for 3G businesses. Sonera threatened legal action against
the German Government if the bailout proceeded.
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19.2.3 3G freeze
MobilCom’s core businesses in fixed telephony and Internet services were healthy, but meeting its 3G
network roll out requirements was likely to see the whole company fail. MobilCom initially said it
would use nearly half of the government loans to roll out the 3G business, but had revised this to a
freeze of roll-outs by the end of September 2002. It also announced it would lay off 37% of its
workforce, hoping to save €130 million per year.

19.2.4 Agreement on 3G and core businesses reached
In November 2002, MobilCom and France Telecom agreed to terminate the German 3G activities but
rescue the core businesses in GSM mobile telephony, fixed telephony and Internet services. France
Telecom was footing a €7 billion bill for the rescue plan, which included taking on MobilCom’s loans
of €6 billion from the banks and vendors, and waiving the shareholder loans worth €1 billion granted to
MobilCom since 2000. In addition, France Telecom agreed to pay up to €580 million in expenses for
MobilCom’s 3G freeze-down plan, including compensation for the termination of the National
Roaming contract between E-Plus and MobilCom. About 25% of this amount was to be paid before the
end of 2002 to allow MobilCom to meet initial related expenses. In exchange, the French incumbent
was set to receive 90% of the proceeds of the sale of MobilCom’s 3G assets, including its licence, if a
buyer could be found.

A credit facility of €16 million was also granted by four German financial institutions and backed by an
80% warranty from the German Government and the Land of Schleswig-Holstein.

19.2.5 Stability may follow
There are two positives in the November 2002 deal.

First, assuming it proceeds, resolution of the acrimonious dispute with France Telecom is a big weight
of MobilCom’s back. The poor relations with France Telecom was the only real news from MobilCom
for most of 2002, and the fact that the troubles look to be resolved gives some certainty to future
operations.

Second, exiting the costly (€8.4 billion licence, half paid by France Telecom) third generation mobile
market in Germany allows MobilCom to secure its core activities and even consider re-entering the 3G
market as a MVNO or other reseller in the future. The big advantage is not being tied to the costly roll-
out obligations.

The role of France Telecom beyond the November 2002 rescue package remains uncertain. Many
commentators expect it to sell its only mobile interest in Germany. Extricating itself form the German
market would allow it to address its own financial troubles.

19.3 COMPANY STRUCTURE

Mobilcom is organised as a set of small companies that, because of their size, can remain efficient.
They can, however, use the bulk of the group for increased buying power.

To prepare itself for its entry into UMTS, the company has strengthened its management team, and
increased its workforce.
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19.3.1 Major Subsidiaries

19.3.1.1 MobilCom Communicationstechnik (MCC)

This is an independent network service provider on the German mobile phone market. It has service
provider agreements with network operators DeTeMobil, Mannesmann Mobilfunk and E-Plus
Mobilfunk to market mobile phone products in the D1, D2 and E-Plus networks.

19.3.1.2 Cellway Kommunikationsdienste

Cellway is a mobile telecommunications service provider that works solely with specialist retailers
whose services concentrate on advisory aspects of selling, such as in the automobile and specialist
stores sectors. In the fixed network service area the company is also a marketing partner for 01019
Telefondienste. This has been merged with D Plus.

19.3.1.3 D Plus Telecommunications

D Plus was founded in 1991, and is a service provider aimed at specialist retailing in the areas of
mobile telecommunications, fixed network, Internet and Value Added Services (VAS), concentrating
on mobile communications. Cellway and D Plus were merged in January 2002 in order to achieve cost
synergies from the joint operations.

19.3.1.4 MobilCom Multimedia

This company acquired a UMTS licence in August 2000 on behalf of MobilCom. Its main objective is
to establish and subsequently operate a third generation mobile communication network, and funding is
provided by MobilCom. Once network operations commence, MobilCom Multimedia will receive a
0.1% share of the MobilCom group’s UMTS revenues.

19.3.1.5 MobilCom Content Design

This was founded in 2001, and is still in its early stages. Its aim is to develop and market UMTS
products for the MobilCom group.

19.3.1.6 MobilCom City LINE

City LINE is a connection network operator, and invests in connectivity infrastructure (switches) and
leased lines as part of the operational fixed network business. At the end of 2001 the City LINE
network was made up of nine of its own connectivity points and 27 interconnection points. It also has
its own local connections in eight German cities, with 66 colocation rooms equipped with IT hardware
for this purpose. In addition to buying call minutes from Deutsche Telekom at interconnection prices,
City LINE is responsible for network operations, network stability and network security.

19.3.1.7 01019 Telefondienste

This provides fixed-line telephony services from connectivity network operators and concludes
contractual agreements with pre-selection customers. It has also taken over call-by-call activities
previously operated by MCC and acts as a service provider for MobilCom City LINE.
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19.3.1.8 TelePassport

This is an integrated, full-service telecommunications provider offering its customers a range of
products around telephony and Internet service.

19.3.1.9 topnet EDV und Datenkommunikation

topnet is an Internet Service Provider (ISP) located in Düsseldorf. It was founded in October 1996 as an
association of over 80 partner companies. With 95 % geographic coverage of Germany, this association
is one of the largest ISPs in Germany. It uses a rapid, high-speed ATM-based network via City LINE.

19.3.1.10 freenet.de

freenet Hamburg and its subsidiaries provide Internet services including access, navigation, content,
and E-Commerce.

19.3.1.11 ComTech group

Made up of ComTech Kommunikationssysteme Verwaltungsgesellschaft and four domestic
subsidiaries, this is a specialist retailer for PCs, PC components and accessories, and multimedia
products.

Exhibit 38 – MobilCom subsidiaries – December 2001

Company Holding
0 10 19 Telefondienste 100%
0 10 24 Telefondienste 100%
4players 56%
absolutfilm 100%
Cellway Komms 100%
CityNET Verwaltungs - und Beteiligungsgesellschaft 100%
ComTech 2001 Computersysteme 100%
ComTech Computersysteme 100%
ComTech Kommunikationssysteme 100%
D Plus Telecommunications 100%
Döki Design Werbeagentur 100%
eMIS eMerging Information System 100%
eMIS eMerging Information Systems 100%
freenet Internet Beteiligungsgesellschaft 100%
freenet.at 100%
freenet.de 78%
Fundorado joint venture 33%
Gambas Entertainment 100%
IFVA Institut für Vermögensaufbau 75%
instantCONTENT 51%
KielNET (affiliate) 50%
life medien 61%
meOme 100%
MobilCom City LINE 100%
MobilCom Communicationstechnik 100%
MobilCom Content Design 100%
MobilCom e-business 100%
MobilCom e-commerce 100%
MobilCom Financial Services 100%
MobilCom Holding 100%
MobilCom Immobilien 100%
MobilCom IT Services 100%
MobilCom Logistik 100%
MobilCom Multimedia 100%
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Company Holding
MobilCom Service Operation Centre 100%
Mouseklik (affiliate) 49%
Music-Aliens 100%
Music-Aliens Content 100%
new directions 100%
PACOMP EDV-PRODUKTE 100%
speedfacts Gesellschaft für Online Research 75%
Splendid Internet 51%
Super 24 100%
T4T 100%
TelePassport, Erfurt 97%
TelePassport, Frankfurt 100%
TelePassport HELLAS 90%
TelePassport Mobilfunk 100%
topnet EDV und Datenkommunikation 98%
Vitrado 51%

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

19.3.2 3G activities
In September 2000, MobilCom paid €8.4 billion for a German 3G wireless licence for UMTS. France
Telecom provided approximately half of this money in exchange for its 28.5% holding in MobilCom.

Banking, mobile office and entertainment are the services on which MobilCom was concentrating on
initially. The foundation of MobilBank was announced at the start of 2001, in cooperation with the
Landesbank Baden-Württemberg LBBW. For this bank, the first in the world to offer mobile payments
and share dealing services, MobilCom is responsible for technology and sales and LBBW for banking
expertise.

MobilBank will offer these services via mobile phone – initially via Short Message Services (SMS) and
Wireless Access Protocol (WAP) and then in full via the UMTS network. The start-up of operations is
planned for the first half of 2001.

In order to be able to offer genuine UMTS applications in 2002, MobilCom established Multimedia
GmbH in April 2000 and, by December 2000, had employed 114 highly qualified staff.

For more information about the 3G auction in Germany, including all licence winners and the latest
developments, see separate report: Germany – Wireless Communications at www.budde.com.au. See
also France Telecom, chapter 12, page 86, for information about that company’s 3G activities.

19.4 OTHER DEVELOPMENTS

19.4.1 Year 2002
July
• MobilCom sold its Comtech PC retail chain to the trend-e-pak Group;
• MobilCom’s bankers agreed to an extension for the refinancing of the UMTS loans that were due

in July 2002.
September
• German Government agreed to bail out MobilCom by providing a loan of €400 million and support

for Mobilcom’s claim of €13 billion from France Telecom;
• MobilCom announced job cuts to 37% of its workforce and the freeze of 3G network roll outs.
November
• MobilCom and France Telecom agreed to exit the 3G market in Germany and focus on core

business in fixed and Internet businesses.
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19.5 CONTACT DETAILS

Mobilcom AG
Hollerstrasse 126 Tel: +49 43 3169 1175
24753 Rendsburg Fax: +49 43 3169 2888
BÜDELSDORF Website: www.mobilcom.de
GERMANY


