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Telecommunications services in Germany generated approx. 67 billion euros in 2005 — about half of that
total still goes to Deutsche Telekom, which continues to be the dominant player in the fixed network

segment

Figure 1: Total market for telecommunications services in Germany in 20052
(estimate, revenue excluding TV signal transport)
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Revenue from telecommunications services will grow by around 4 percent in 2005 — due entirely to
growth of the competitors

Figure 2: Total market for telecommunications services in Germany?
(Revenue excluding TV signal transport)
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Above-average revenue growth among the competitors in 2005 stems to a greater extent than in
previous years from successes achieved in the fixed network segment, and less from increases in
mobile telephony

Figure 3: Competitors’ market, fixed network and mobile telephony services
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Investments in fixed assets increased again in 2005 for the first time in four years — with the competitors
and Deutsche Telekom each accounting for one half of the total.

Figure 4: Investments in fixed assets
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Cologne, 26 Sept. 2005

Source: DIALOG CONSULT-/VATM analyses and forecasts

€: 9.6 billion
(100%)
€: 8.2 billion
(100%) €: 7.7 billionf| €:2.9
€18 (100%) billion €25 € 7.1billion
-~ (29.8%) billion (100%)
billion €19 (21.7%)
(22.4%) billion : e 1701l
€: 1.3 billio (25.2%) €26 €: 5.0 billion €'(156%(,B;)|llon
(15.5%) P~y billion ———  (100%) € 4.4billion
-1 9 : €: 1.0 billi
(23.2%) (26.6%) €19 e 11biligy  (100%) 18.9%)
billion (25.0%) (18.9%)
€ 6.3 (26.8%) € 1.3 billd ERTIEE €: 1.5 billig B Competitors, fixed line
€51 billion tZé.O%) € 1.4 pillio (28.3%) [J Competitors, cellular
billion € 4.0 €:.4.2 (54.8%) (31.8%) obT
(62.1%) billion 42“22/” i'nﬁc}i €26 £ 00 €.2.8
(5Lo%)|| - [|(45.6%) (49.3%) billion billion oillon
(52.0%) (50.0%) (52.8%)
1998 1999 2000 2001 2002 2003 2004 2005
(estimate) o
D IALOG a) Incl. investment in broadband networks. \ ¥/ i ‘lail
| CONSULT &



DIALOG CONSULT / VATM Analysis of the telecommunications market Cologne, 26 Sept. 2005

Business growth in 2005 is having a positive impact on job levels among alternative fixed and cellular
service providers

Figure 5: Total jobs provided by new service providers in fixed and cellular networks
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The slowed decline in market share held by Deutsche Telekom is arresting the growth of competitors —
the slight decline in total connection minutes is mainly caused by DSL products

Figure 6: Development of total German market for fixed lines, in connection minutes per day
(total market including local, near region, long-distance, international and cellular connections, Internet, IN services)
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The competitors and their 4.2 percent revenue growth are the source of overall growth

Figure 7: Development of the market for fixed line services in Germany, expressed in revenue
(including Internet, IN services, leased lines, data services, inter-carrier revenue?)
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Intensified competition for local calls is leading to a definite increase in the competitors’ market share
and in local call traffic in general

Figure 8: Development of the local network market for fixed line voice services in Germany, connection minutes per day
(local network connections [= connections within the same dialling code areal))

923 mill 229 million 294 million
million (10094) i - 221 million
0 100% illi . - 216 million
(100%) — (100%) 2(11‘8(2';/'0')“0” 200 million 211 million “ o0~ (100%)
BIEIE B e (100%) ~ (100%)
.
) 37 millig
(17.5%)
B Competitor
223 219 EDT
million million 205 103
100.0% million -~
(100.0%) (97.8%) (95.8%) million 174
: (92.3%) million 146
82.5%) -
(82. million 128
(67.6%) million
(57.9%)
1998 1999 2000 2001 2002 2003 2004 2005
a) Local networks formally opened to local loop operators since 1 January 1998 (de facto when leasing of last mile (estimate)
$ ) D IALOG commenced at the end of 1998), for carriers on 25 April 2003 (call-by-call) and on 9 July 2003 (pre-selection).
\ A5 111
CONSULT & Source: DIALOG CONSULT-/VATM analyses and forecasts



DIALOG CONSULT / VATM Analysis of the telecommunications market Cologne, 26 Sept. 2005

The competitors have increased their market share of voice connections beyond the local loop by 3.4
percentage points

Figure 9: Development of the market for fixed line voice services in Germany, in connection minutes per day
(near-region and long-distance calls, calls to German cellular networks and international calls, excluding local, Internet and IN connections)
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Alternative carriers again achieved a substantial increase in absolute customer numbers in 2005, for all
types of fixed line access — the strongest relative increase, at 43.5%, was in complete line customers

Figure 10: Number of customers of alternative fixed line carriers, by access type
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Figure 11: Daily connection minutes of alternative fixed network carriers, by type of carrier
access

(excluding Internet access, IN services, information services)
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In 2005, again, more than half of all call minutes handled by alternative fixed network carriers were by
call-by-call customers (who are weakly tied to specific providers)
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In 2005, a typical complete line customer of new competitors consumed 91 percent more connection

minutes per day than a call-by-call customer, whose intensity of use was only 13 percent less than that
of pre-selection customers

Figure 12: Use of services provided by alternative fixed network carriers, end of 2004 (estimate)
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In the value-added segment, the competitors generated considerable revenue with 0800- and the
innovative 0137- numbers

Figure 13: Development of the market for fixed line services in Germany, June 2005
(INa- and information numbers connected by the competitors, and number of calls to these numbers)®P
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In 2005, the incumbent is able to increase its market share for the second time in respect of connection
minutes to Internet access, IN- and information number, in a context of declining total demand

Figure 14: Development of the market for Internet access services in Germany, by connection minutes per day
(calls to Internet access numbers?, to INP- and information numbers, excluding DSL and cable modem access)
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By the end of 2005, the number of broadband lines in Germany will easily reach 10 million —in the DSL

field, Deutsche Telekom is slowing its decline in market share by reselling

Figure 15: Directly connected broadband lines in Germany
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Despite reselling starting in 2004, three quarters of all DSL customers in Germany will still be billed for
their broadband connection by Deutsche Telekom at the end of 2005

Figure 16: DSL customer distribution in Germany at the end o0f2005 (estimate)
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Driven by growth in DSL lines, the volume of broadband traffic in Germany is increasing in 2005 by more
than 25 percent year-on-year

Figure 17: Growth in volume of broadband Internet traffic in Germany (GB per month)
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The latest marketing drives by cellular network operators are resulting in substantial increases in total
connection minutes in 2005

Figure 18: Development of the overall market for cellular services in Germany, by connection minutes per day
(outgoing calls to the same and to other cellular networks, to the German fixed network, to foreign countries and to IN numbers)
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Data services — predominantly driven by MMS and data transfer — are acquiring an ever larger share of
service revenue in the cellular market

Figure 19: Share of data services in total revenue from cellular services in Germany
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When the “DSL line” is provided by Deutsche Telekom (T-Com), Internet access can be provided either
by T-Online or by a different Internet Service Provider

Figure A-1: Schematic diagram of Internet access and DSL use
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