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Vision

Programmed for success:
5 million customers

in 5 years’ time

Our vision: United Internet is one of the market’s
most successful internet service providers. Our
value-added technical services are tailored to the
needs of discerning home users and small to
mid-size companies. We are the partner of choice

for the Internet Professional.

Our superior technology, effective marketing and
flexible organization will continue to secure our
innovative edge and competitive advantage in
future. Over the next five years we aim to raise

the number of customer accounts to five million.

The internet of the future will be used increas-
ingly for more intelligent functions, designed to
raise the user’s efficiency in all areas. Data will be
accessed and exchanged directly from the web
via a variety of end-user devices. Programs
currently reserved for stationary use on the PC
will be used increasingly as web services. United
Internet is driving this evolution. Our Internet
Factory is preparing sophisticated technologies

and digital services for the internet of the future.

Ralph Dommermuth




United Internet at a glance

Key figures from the consolidated financial statements acc. to US-GAAP

€ million (except employees and stock)

Income Statement 2002 2001
Sales 320.0 230.7
Earnings before interest, taxes, depreciation
and amortization (EBITDA) 67.2 23.8
Earnings before interest and taxes (EBIT) 42.2 -37.1
Earnings before taxes (EBT) 411 -42.6
EBITDA (without special items*) 62.0 23.8
EBT (without special items*) 38.8 -42.6
Balance Sheet
Non-current assets 120.0 1121
Current assets 117.8 157.3
Shareholder’s equity 117.1 78.0
Balance sheet total 237.8 269.4
Employees
Germany
— full-time 1,811 1,704
- part-time 492 551
Abroad 892 631
Total 3,195 2,886
Personnel expenses 89.5 86.2
Stock
Share price at year end (XETRA) 6.65€ 440 €
Earnings per share 0.66 € -0.63 €
Earnings per share (without special items*) 0.56 € -0,63 €
Quarterly development of key figures (US-GAAP) in € million

Q1/2002 0Q2/2002 0Q3/2002 Q4/2002 | Q4/2001
Sales 70.9 74.8 77.1 97.2 65.5
EBITDA 18.4 21.5 16.5 10.8 11.2
EBT 134 16.7 10.1 0.9 -2.7
EBITDA (without special items*) 13.1 14.2 16.5 18.2 11.2
EBT (without special items*) 8.1 9.4 10.1 11.2 -2.7

* Sale of shares in AALINK and jobpilot and restructuring charges of AALINK for the integration of DoubleClick’s

European media business.
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Outsourcing

GMX GmbH

GMX Internet Services GmbH .
Schlund Technologies GmbH

1&1 Internet AG

11 Internet Ltd. twentyghelp Knowledge Service AG (D)
1&1 Internet S.A.R.L.

181 Internet Service GmbH twentyghelp Knowledge Service B.V. (NL)

twentyghelp Knowledge Service A.B. (S)
twentyghelp Knowledge Service Ltd. (UK)

Schlund + Partner AG
val-U Marketing GmbH / MIP Multimedia Internet Park GmbH
A1 GmbH
CONVIGATE GmbH

Shareholdings:

AdLINK Internet Media AG 67.62 %*
fun communications GmbH 33.33%
imedia - Gesellschaft fiir neue Medien mbH 40.00 %
Metropolis AG 43.96 %
NT Plus AG 40.23 %
Sedo GmbH 41.04 %

* 21 % deposited with trustee for call option held by DoubleClick Inc.
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Dear shareholders, employees

and friends of the company!

United Internet has successfully
completed a decisive year in the
company’s development. Amid wide-
spread market uncertainty, we were
able to post the company’s best-ever

annual results.

The internet is a powerful and fascina-
ting medium. This fact has not been
altered by the stock market crash of the
past few years, which tended to oblite-
rate all positive news. Following the
general consolidation of the market,
the focus is now on the business poten-
tial and future opportunities of the

internet.

The same applies to United Internet.
We reacted quickly to market develop-
ments and focussed on those few busi-
ness models which offered the greatest
potential. We brought this process to a
successful conclusion last year. Our
business success in the past fiscal year
is a clear vindication of this strategy.
Once again we were able to exceed our
ambitious targets—although raised
twice during the year. In terms of
growth and profitability, United Inter-
net is now one of the most successful
internet companies on the market.

This success can be attributed to five
factors: firstly, our clear positioning as a
premium supplier of internet services,
which we presented in the first half of
2002. The realignment from a manage-
ment holding company with an
extensive network of affiliates to an

integrated internet group, which began
in early 2001, has now been success-
fully completed. We have reduced our
net bank liabilities to zero and are now
profitable in all core business areas.
The strength and earnings potential of
our family of brands is becoming incre-

asingly apparent.

Secondly: the core of our business
model is the company’s powerful
“Internet Factory”, in which we produce
technical value-added products using
our own technology. We deliberately
chose the term “Internet Factory”,
because we have applied the successful
principles of the “Old Economy” and
the mechanisms of rationalized pro-
duction to the Internet business. This
enables us to extend our product lines
as desired, to bundle them, scale
them—and export them. In this way,
we have both raised the entrance
barriers for new competitors and
created an excellent foundation for
future growth.

Thirdly, we own a strong family of
brands with wide market coverage and
fourthly, we can extend this coverage
with our highly efficient sales and
marketing model. In the past year, we
greatly improved our strong standing
on the internet market with a highly
visible marketing campaign. At a time
when our competitors were forced to
make cost savings, we succeeded in
greatly enhancing our market share.



Fifthly and finally, United Internet
profits from its long-term and stable
customer relationships. The average
duration of customer relations for our
core brands GMX, 1&1 and

Schlund+Partner is around seven years.

Since our IPO in 1998, we have invested
exclusively in quickly expanding the
company. Our strong earnings in 2002
now enable us to pay our first divi-
dend—in addition to a sustained high
level of investment. At the Annual
Shareholders’ Meeting on May 16, 2003
the Executive Board and the Superviso-
ry Board will recommend a dividend of
50 cents (10 cents basic dividend plus
40 cents bonus) per share. We also plan
to pay dividends in the coming years.
The amount will depend on company

Ralph Dommermuth
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earnings and on our ability to continue
financing the company’s strong organic
growth from cash flow.

We are convinced that our business
model will ensure us a bright future—
a belief which is confirmed by current
market trends and technologies. And
we intend to export this successful
model to other European countries. We
are working hard on achieving further
growth and rising earnings.

We hope that you will accompany us on
this journey.

Norbert Lang




“Utilizing tried and trusted
business principles”

United Internet has realigned itself as a premium internet service provider (ISP).
Ralph Dommermuth discusses the reasons and success of this new positioning.

B Mr. Dommermuth, last year you
repositioned United Internet as a
premium ISP. In the meantime, United
Internet has sold almost all its minority
shareholdings. Why? Had the old
business model failed?

Dommermuth: Yes and no. Since the
stock market crash, the idea of estab-
lishing a wide network of young inter-
net companies which would finance
growth through IPOs, can no longer be
realized. In 2001 we therefore parted
company with our loss-making mino-
rity shareholdings. Some of our invest-
ments, however, have proved to be tre-
mendous successes, such as GMX and
jobpilot. We have also used the time to
steadily build up our family of brands,
our customer relationships and our
expertise in the development of new
technologies. The realignment we
presented at our shareholders’ meeting
in May 2002 is therefore the conclusion
of a process started in early 2001—the
transition from a management holding
company to an operating unit with five
strong brands in two business
segments. In the past few years, we
have created a fast-growing, integrated
internet corporation by utilizing tried
and trusted business principles.

B Can you explain that in more detail?
Dommermuth: One of United Inter-
net’s greatest assets is its depth of pro-
duction. From technology to marketing

to customer care, we cover almost the
entire value chain of internet provi-
ding. Our business model as a premium
ISP marketing our own products has
several key advantages: By almost com-
pletely automating business processes,
we have been able to break the direct
correlation between cost and customer
growth, allowing us to enjoy high eco-
nomies of scale.

B What consequences does this have
for United Internet?

Dommermuth: It means that every
extra customer produces a proportion-
ately smaller increase in cost: making
us more efficient—and more profit-
able. At the same time, production at
our Internet Factory is highly flexible.
The factory now consists of two high-
performance data centers and nine
customer interaction centers, with tre-
mendous scope for further expansion.
Our business has also become more
stable and reliable. Both our Product
business, with the brands GMX, 1&1
and Schlund+Partner, as well as our
Outsourcing segment, with Schlund
Technologies and twentyghelp, are
based on long-term contracts and sub-
scriptions. Our revenues are hardly
affected by seasonal or economic fluc-
tuations—as is the case, for example,
with business models based purely on
advertising.



B Almost half of German households
are now connected to the internet. The
proportion is similarly high in most
other industrialized nations. Does this
not mean that United Internet is
reaching the limits of its growth
potential?

Dommermuth: No, not necessarily.
Even if the number of new internet
connections starts slowing down, this
does not mean United Internet has
reached its limits. Our business is not
focussed on internet access, but on
high-quality internet applications. The
number of Internet Professionals using
such applications is still relatively low.
There is plenty of room here for further
growth. And even Internet Professio-
nals are still not using all applications
currently available or soon to become
available.

You can compare the situation with a

road network. If the whole country is

already covered with multi-lane motor-

ways, this is maybe bad news for the
construction companies but good news
for car manufacturers. All indicators
relevant to United Internet’s develop-
ment point to further growth with
attractive earnings potential.

M In the internet access business,
almost all major suppliers are depen-
dent on the networks of just a few
major telecommunication companies.
To what degree is United Internet also
affected by this dependency?
Dommermuth: Our products are
largely independent of access provid-
ing. United Internet offers its custo-
mers technical value-added products
and services, which provide an added

functional benefit. In addition to pure
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internet access, for example, 1&1
provides a wide range of function-
alities, such as domains, home pages,
virus protection or online backup solu-
tions. We develop, administer and
operate all applications in our own data
centers. On the basis of this model, even
customers accessing the internet via
other ISPs can still subscribe to our
value-added applications.

“All indicators
relevant to United
Internet’s develop-
ment point to
further growth with
attractive earnings
potential.”

B Which user groups do your products
target?

Dommermuth: Our customers are
Internet Professionals. That means
communication-oriented private users,
small offices/home offices (SoHos) and
small to mid-size enterprises (SMEs).
These customers use the internet
functionally. They need our products in
their private lives, for example, to
process large data quantities—such as
private music or film files—or to set up
and administer attractive websites for

their family, friends or local club. At




work, the internet has become an indi-
spensable tool for many of our custo-
mers. It is therefore natural for them to
have to pay for certain services and
value-added products.

,Our current market
standing and
financial capabilities
have putusina
position to achieve
even international
growth from our own

means. This will be
the springboard for
our future success.“

M Surely there are only a limited
number of such private users with a
high affinity for technology. Where do
you see the real growth levers for the
new United Internet?

Dommermuth: We expect the number
of private IT professionals to more than
double in the coming years. The more
intensively people use the Internet, the
greater the number of such “power
users”. This trend can already be seen
clearly today: we are attracting an
increasing number of customers from
our basic, free-of-charge services, such
as free e-mail addresses provided by
GMX, to other products—including fee-
based subscriptions. We will gradually
build up our relationship with such
customers. Our penetration in the SoHo

segment will also continue to grow. In
this segment, we expect customers to
gradually change from simple home
pages to more complex solutions, such
as online shops or database applica-
tions.

M ..which you develop yourself?
Dommermuth: Yes—United Internet is
one of the few providers capable of
developing and quickly launching its
own software solutions. Thanks to our
lean structures and tight project
schedules, new product lines can be
developed within just a few months.
We aim to maintain our pioneering
role in innovative, value-added pro-
ducts, without irritating the consumer
by overloading them with features.
With our product management exper-
tise and extensive team of developers,
we have earned a reputation as a major
market innovator. We intend to main-
tain, and if possible, extend this lead in
future.

M Your Outsourcing brand twentyghelp
has ventured into a number of foreign
markets over the past few years and
now has offices in England, Sweden
and the Netherlands. What role does
international expansion play in the
Group’s overall strategy?
Dommermuth: Internationalization is
one of the key elements in our future
growth plans. In contrast to the content
and access business, our technical
value-added products offer a number of
decisive advantages. Due to widespread
international standards, they are the
only part of the internet value chain
which can be exported without much

need for adaptation. At the same time,



the needs of our premium target
groups are very similar throughout the
highly developed world.

B Where exactly do you see the next
possibilities for expansion?
Dommermuth: The launch of our Inter-
net products in England has been very
promising. In the long-term, we aim to
establish subsidiaries on further major
European markets—either through
acquisition or by developing our own
sites.

B How do you plan to finance such
acquisitions or expansions?
Dommermuth: We clearly illustrated
the strength of our business model last
year. Our current market standing and
financial capabilities have put usin a
position to achieve even international
growth from our own means. This will
be the springboard for our future

success.

Interview with Ralph Dommermuth 06/07




The United Internet Share

First-ever dividend payment

At the Annual Shareholders’ Meeting
on May 16, 2003 the Executive Board
and Supervisory Board will recom-
mend a dividend of 50 cents (10 cents
basic dividend plus 40 cents bonus) per
share. This corresponds to an average
of 10 cents per year since our IPO. We
also plan to pay dividends in the
coming years. The amount will depend
on company earnings and on our abili-
ty to continue financing the company’s
strong organic growth from cash flow.

The company’s strong development is
reflected by the performance of the
United Internet share. This clearly
underlines the capital market’s accep-
tance of our realignment as a premium
ISP and documents the growing inte-
rest in our share as a result of the stea-
dy rise in sales and earnings. In 2002
the United Internet share succeeded in
outperforming all comparative indices,
such as the DAX and Nemaxso, and
finished the year as the most success-
ful share in the Nemaxso (+ 51%).

United Internet’s realignment was also
warmly received by financial analysts
and the media. This manifested itself
in numerous purchase recommenda-
tions and positive press reports.

Share price 2002
200%
160 %
140%
120%
100 % /=Y
80% > Q
60%
40% YN
20%
January April July October December
M United Internet Share M Dax 30 Nemax 50
Stock 2002 2001
Year-end price 6.65 € 440 €
Performance over the year +51% +2%
Maximum price of the year 8.39 € 6.90 €
Minimum price of the year 437 € 2.05€

Book value per share

2.06 € 137 €

Earnings per share (EPS) 0.66 € -0.63 €
Number of shares
(in million) 56.88 56.88

Market capitalization

€ 378.3m | € 250.3m

Stock facts

Share type

Registered common stock
with a notional share of
capital stock of 1,00 € each

Stock code (SIN)

508903

ISIN DE0005089031

Symbol EIE3

Issuing price 4,09 €

Stock exchange

in 2002: Frankfurter Wertpapierborse
Segment: Neuer Markt

Index: Nemax 50

Stock exchange
in 2003:

Frankfurter Wertpapierborse

Segment:

Prime Standard

Index:

TecDax, Nemax 50
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Shareholder structure

e

Michael Gleissner
(Bigfoot Ventures Ltd.)
10,1 %

Ralph Dommermuth 44,1%

The freefloat divides into:
40 %
institutional
investors

Freefloat 45,8 %

New stock exchange segments—
United Internet listed in TecDax
United Internet welcomes the restruc-
turing of the German stock exchange,
which came into effect on January 1,
2003. In addition to the minimum legal
requirements of the General Standard
segment, the Prime Standard was esta-
blished as a premium segment for
companies meeting stricter obligations.
The Prime Standard was intended for
companies aiming to attract also inter-
national investors. United Internet has
been fulfilling the stricter transparency
requirements of the Prime Standard for

a number years now.

The restructuring also allowed the
stock exchange to introduce a new
family of indices, based on the compa-

nies of the Prime Standard segment:

The “Deutsche Aktienindex” (DAX) con-
tinues to include Germany’s 30 largest

companies by stock exchange turnover

and market capitalization. Below the
DAX, companies are divided into classic
and technology sectors. The largest 50
companies in the classic sector are
listed in the MDAX. The new TecDax
index is designed for fast-growing tech-
nology companies, such as United
Internet, and includes the 30 largest
technology stocks below the DAX.

United Internet expects awareness
among private and institutional inves-
tors to increase from its listing in the

TecDax index.

At the selection date for TecDax compa-
nies United Internet was among the top
ten TecDax companies with regard to
its free-float market capitalization.

Due to the sustained growth and rising
earnings of our business model, we are
convinced that we will remain one of

the leading companies in future.




Company Chronicle 2002

February

m United Internet AG sells its shares in
jobpilot AG to Adecco S.A. (Switzer-
land). The deal generates cash flow of
€ 18.7 million.

m United Internet AG exercises its put
option and sells 15 % of stock in AALINK
Internet Media AG to DoubleClick Inc.
(USA). A further 21 % is transferred to a
trustee. United Internet AG receives

€ 35.5 million.

March

m At the CeBIT computer fair, Microsoft
and 1&a1 present Europe’s first commu-
nication solutions based on .NET
hosting technology. The applications
allow private and business users to
connect their computers via the inter-
net. By storing data centrally on inter-
net servers at 1&1’s high-performance
data centers, users can work together
more efficiently. The .NET applications
provided by 1&a1’s data centers can be
accessed by any PC and from any
location.

m Via 1&1, United Internet increases its
share in Afilias Inc., the registration
organization for the new .info internet
addresses. As part of a capital increase,
United Internet increases its share-
holding to 8.6 %, making it one of the
new registrar’s largest shareholders.

May

m At the annual shareholders’ meeting,
United Internet explains its realign-
ment as a premium internet service
provider and presents itself as an inte-
grated internet group with powerful
Internet Factory. In the growth market
for technical value-added services and
fast internet connections, United Inter-
net now covers all high-margin areas of
the internet value chain.

June

m United Internet’s net bank liabilities
of € 86.1 million at year-beginning are
now paid off in full. The company’s
half-year accounts already show a posi-
tive credit balance of € 2.0 million.

July

m 1&1 presents a new application pack-
age: 1&1 FotoWeb enables users with-
out any previous experience to publish
photos on their home page in just three
simple steps. The new solution package
includes software for transferring
photos to home pages, as well as stor-
age space on our high-performance
servers (web space) and optional hard-
ware (digital camera).



October

m AdLINK reaches break-even and
starts generating profits in its oper-
ating business.

m In addition to its e-mail and messag-
ing solutions, GMX now offers internet
access for different levels of usage.

m Schlund+Partner expands its product
range. The premium brand now offers
its business customers new e-business
solutions, ASP applications (such as
Microsoft Sharepoint and the content
management system CM4all), as well
as DSL broadband connections.

November

m GMX greatly expands its entire
product portfolio. The product
campaign “Next Generation (NG) Mail”
focuses on the new fee-based product
GMX TopMail NG as well as on new
functionality for GMX FreeMail NG and
GMX ProMail NG.

m 1&1 presents three new broadband
rates. They enable DSL speeds of 1,536
kBit per second and are aimed equally
at private and business users. Twice the
speed of normal DSL, the new connec-
tions enable much faster download
times.

Chronicle

December

m The United Internet Group now hosts
three million domains and is thus one
of the world’s largest internet provi-
ders. With a market share of 37 %,
Group member Schlund+Partner regis-
ters more .de-domains with DENIC than

any other company.

10/11




Product Segment

Development of business

United Internet’s Product segment
continued its strong development in
fiscal 2002. The value-added internet
services and access tariffs of the
segment’s three brands—GMX, 1&1 and
Schlund+Partner—are tailored to the
needs of expert private users as well as
to those of SoHos and SMEs. The three
brands succeeded in defending or
expanding their strong positions in
nearly all target markets.

Sales in fiscal 2002 climbed by 58 % to
€ 210.9 million (prior year: € 133.9 mil-
lion). At the same time, EBITDA more
than doubled to € 54.4 million (prior
year: € 25.3 million) and EBT more than
tripled to € 40.9 million (prior year:

€ 12.2 million). These excellent results
reflect the continued strong growth in
customer figures (from 1.5 million
accounts at year-end 2001 to 2.1 million
at year-end 2002) as well as a number
of other factors: firstly, the positive
development of prices throughout the

Quarterly development in € million

internet sector due to increasing
market consolidation and the trend to
value-added, fee-based services;
secondly, the economies of scale result-
ing from increasing use of our Internet
Factory capacities, i. e. every extra
customer produces a proportionately
smaller increase in cost and thus
makes our Product business more
efficient—and more profitable.

The segment also benefited from con-
sistently high demand for web hosting
services and the dynamic growth of our
internet access business—driven main-
ly by rising demand for DSL connec-
tions and aided by a marketing and
product campaign launched in the
third quarter of 2002. At a time when
many of our competitors were forced to
make savings, United Internet used the
opportunity to greatly extend its posi-
tion in the premium ISP segment. The
company succeeded in convincing a
growing number of customers—especi-
ally GMX users—to upgrade from free,

Q1/2002 Q2/2002 Q3/2002 Q4/2002 Q4/2001
Sales 44.3 47.4 52.0 67.2 40.8
EBITDA 11.9 13.9 14.7 13.9 10.2
EBT 9.2 10.9 10.9 9.9 6.9




Sales

EBITDA EBT

basic services to more sophisticated,
and thus fee-based services.

Our Product business will continue to

benefit from several success factors in

future:

= dynamic market growth and a clear
trend toward increased data traffic,
virtual data storage and generally
higher-value Internet services,

= greater depth of production, covering
the full internet value chain—from
technical development through
marketing to customer care,

= afull range of products enabling us
to fully exploit market demand,

= stable sales revenues ensured by
purely subscription-based business,

= the scalability of our Internet Factory,
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= astrong innovative edge through our
own product development,

= independence from third parties due
to our own high-performance data
centers,

= the separation of internet access and
internet applications, enabling us to
provide our value-added applications
also to access customers of other ISPs.

United Internet starts operation at
new Karlsruhe data center

The move to United Internet’s new data
center in Karlsruhe, which began in
late 2002, represents one of the biggest
server relocations in the history of the
internet. The move went according to
plan and is expected to be largely

in € million

12.2

in € million

Sales EBITDA EBT

2001

2002




completed by April 2003. Over 3 million
customer domains, administered by
more than 10,000 servers, had to be
transferred. Our high-performance
data centers already host more internet
domains than any other European
computer facility. The new data center
has boosted capacity to over 25,000
web servers. With a total investment
volume of € 17 million, the facility
provides the necessary flexibility to
handle expected customer growth in
coming years. Website owners and
surfers directly benefit from the data
center’s new, even more powerful tech-
nologies. The computer rooms in Karls-
ruhe are given additional protection by
improved power provision and air con-
ditioning. The safety and availability of
hosted websites has been further
enhanced by state-of-the-art firewall
and backup solutions.

GMX launches new

subscription rates

GMX continued to extend its leading
position in Germany in the field of
e-mail and messaging and now admi-
nisters over 14 million e-mail accounts
(year-end 2001: 11 million). In 2002
GMX gained almost 90,000 paying
customers, raising the total number of
customers for fee-based services to

over 130,000.

With its “GMX Next Generation (NG)”
product campaign, launched in the
fourth quarter of 2002, GMX added a
new range of fee-based services as well
as new functions for its core e-mail and
messaging business. The company’s
new GMX TopMail NG product, for
example, combines digital communica-

tion services with functions for storing
and organizing documents, pictures
and music files in a “digital file store”.
This virtual internet hard drive enables
users to process their data from any
location. By determining exclusive
access rights, customers can also allow
other users—even non-GMX customers
—to use their files. GMX TopMail NG
represents an intelligent combination
of web mail services and multimedia
data storage.

In addition to these core e-mail and
messaging services, GMX also launched
its own internet access tariffs on Octo-
ber 1, 2002—tailored specifically to the
needs of GMX members. The new ser-
vice comprises four rates for varying
levels of internet usage. In addition to a
standardized modem/ISDN rate, GMX
also offers a variety of DSL tariffs.

The new product line extensions were
well received by the company’s target
group. GMX is currently gaining over
15,000 customers per month for its new
fee-based services.

1&1: customer accounts doubled to
1.9 million since year-end 2000

At the end of the period under review,
1&1 had almost 1.9 million active custo-
mer accounts (year-end 2001: 1.4 mil-
lion). The brand has therefore almost
doubled its customer base since the
end of 2000. 1&1 attracts new custo-
mers via its highly efficient sales chan-
nels, such as the 1&1-ProfiSellers—one
of Europe’s largest direct sales net-
works with almost 150,000 sales
agents. The company also uses direct

marketing, supplements, advertise-



ments, cooperative marketing and
online advertising.

At the 2002 CeBIT computer fair, 1&1
launched its new web-based services
and applications using .NET techno-
logy. 1&a1 is Microsoft’s first certified
partner in Europe for the services,
which allow private and business users
to store data centrally on our internet
servers so that it can be shared with
other users.

The brand’s range of dedicated server
services was extended in November
2002 with the presentation of the new
Microsoft Windows server technology.

In fall 2002, 1&a1 also launched new DSL
rates for up to 10 gigabytes of data
transfer per month and double-speed
DSL connections. In fiscal 2002, 1&1’s
share of broadband internet connec-
tions rose with some 300,000 custo-
mers in Germany to almost 10 % of the
market—thanks in part to the com-
pany’s new “fair price” model.

In the past year, we successfully conti-
nued the international expansion of
the 1&1 brand in Great Britain. In mid-
2002 we extended our product range in
this market with the addition of dedic-
ated hosting services. 1&1 Internet Ltd.
now registers every tenth new .co.uk
domain. With over 75,000 customer
accounts, 1&1 is already one of the top
players on the UK market—in terms of
new customers on a monthly basis, 1&1
is now number 2. We expect a further
boost to growth in the coming years, as
1&1 gradually expands its product
family on the UK market.
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Schlund+Partner: new DSL tariffs
for business customers

United Internet’s premium brand,
Schlund+Partner, offers a full range of
internet solutions for small to mid-size
companies from a single source. Local
customer support is provided by over

5,000 partner agencies.

In the past fiscal year, Schlund+Partner
greatly expanded its product portfolio
for business users in the growth seg-
ment of ASP applications. These appli-
cations allow companies to process
part of their software functions via the
internet. In 2002 the company also
launched its content management
system CM4all as well as DSL broad-
band connections tailored to the needs
of small businesses. Together with the
administered server and e-shop
solutions it launched in 2001,
Schlund+Partner has thus rounded off
its range of premium solutions for
SMEs.

Via the Schlund+Partner brand, United
Internet remained market leader
throughout the whole of 2002 in the
field of .de domain registrations. At
year-end 2002, United Internet hosted
some 2.1 million .de domains at its
high-performance data centers. In
total, Schlund+Partner administered
over 3 million domains as of December
31,2002 and is therefore one of the
world’s top three registrars.

There was strong growth in web
hosting, and in particular in dedicated
hosting, which helped strengthen the
company’s market leadership last year.
At year-end, Schlund+Partner admini-




stered some 10,000 dedicated and root
servers—with approximately 1,000
new servers being added every month.
United Internet now serves almost
60,000 small to mid-size companies
via the Schlund+Partner brand.

Product segment outlook

We have set ourselves ambitious
targets in the Product segment and
expect further dynamic growth in
customer figures in the coming years.
This growth will lead to a steady
increase in both sales revenues and
earnings. We aim to raise the number
of fee-based customer accounts to
some 2.8 million by the end of 2003.
High growth rates are expected espe-
cially in the field of DSL connections,
GMX subscriptions and dedicated
hosting. New product lines and access
tariffs are expected to generate further
growth.

We also aim to push our ambitious
international expansion program in
the Product segment. We are carefully
observing selected markets with simi-
lar internet conditions to Germany.
Should we identify interesting oppor-
tunities with limited risks, we shall

also enter new foreign markets.



Product Segment 16/17

Complete Internet Packages
Internet access bundled with technical value-added services:
—.de domain
- professional homepage
- e-mail including virus protection

—unified messaging tools
- MS Outlook Web access
- virtual hard drive
—online backup
- extensive software package

Communication
.NET Services - personalized 0700 numbers
Web services - e-mail with virus and spam filters

for Microsoft applications: —unified messaging
— MS Outlook hosting - text messaging
— MS Sharepoint hosting - multimedia messaging
— MS Frontpage hosting - fax sending/receiving
—digital file store with photo album

Our customezrs use
2.1 million fee-based

o o
application packages
Web Shops
Internet shop solutions for
professional needs: Portal Services /
—adaptable online catalogue e-Commerce
-shopping basket —topic channels
- pay systems - online shopping
—design templates —newsletters
—shop assistant - discussion forums
- unlimited number of articles - chatrooms
and categories
- bill printing

Shared Hosting
Various Web hosting packages,
tailored to varying needs:

- Unix or Windows hosting

- unlimited number of domains
-20 to0 1,000 MB of Web space
—including: backup, virus protection,
MS Outlook Web access, marketing
tools, content management,
design software

Dedicated Hosting
Root servers and “ready-to-run” servers
for exclusive use of a single customer:
—Unix and Windows servers
—up to1GB of RAM
—unlimited number of domains
-2 X 80 GB hard drives

—including: backup, virus protection,

firewall, MS Frontpage support




Outsourcing Segment

Development of business

In the Outsourcing segment, which
accounts for around 20 % of consolid-
ated sales, United Internet utilizes its
expertise in product management, soft-
ware development and data center
operation. These services are also
marketed by Schlund Technologies to
other ISPs as “white-label” products. In
addition United Internet’s expertise in
customer relationship management is
so widely recognized that its
twentyghelp brand provides its extens-
ive range of customer care services not
only to internet and software compa-
nies. The company provides technical
hotlines and internal user helpdesks
also for customers such as AOL, Micro-
soft, Lexmark, Sharp, Datev and Sun
Microsystems.

In contrast to the more recession-proof
Product segment, the Outsourcing seg-
ment failed to escape the impact of a
weak economy in fiscal 2002. Despite a
4 % decline in sales to € 69.8 million
(2001: € 72.3 million), however, ear-
nings remained relatively firm and

Quarterly development in € million

almost reached the high level of the
previous year. Due in part to the timely
introduction of cost-cutting measures,
pre-tax earnings (EBT) reached € 10.5
million (2001: € 11.6 million).

twentyghelp

The economic downturn, a squeeze on
costs and falling demand among several
of twentyghelp’s major customers, led to
a decline in demand for technical hotli-
ne services in the past year. As a conse-
quence, sales in the first three quarters
of fiscal 2002 were down on the pre-
vious quarter, before recovering strongly
in the fourth quarter. Timely adjustment
to cost structures meant that the com-
pany succeeded in reaching an EBT
margin of 15 %.

In the past year, the company expanded
its business with existing customers by
opening new centers in Madrid (Spain)
and Stromstad (Sweden). twentyghelp is
now represented by 9 European loca-
tions and offers services in a total of

16 European languages.

Q1/2002 Q2/2002 Q3/2002 Q4/2002 Q4/2001
Sales 16.9 16.4 18.3 17.7
EBITDA 3.0 3.6 4.5 6.2
EBT 2.2 2.3 2.9 4.3




Sales

Schlund Technologies

Under the Schlund Technologies brand,
we offer a fully automatic software
tool, with which resellers can register
domains which they administer for
customers. Schlund Technologies has
now gained the custom of some 3,000
smaller ISPs and multimedia agencies.

Outsourcing segment outlook
twentyghelp has established itself as
an outsourcing expert in the field of
information and communication
technology by focussing clearly on its
core competencies. As the “human
interface” between new technologies
and their users, twentyghelp helps
raise the availability and fully exploit
the potential of digital systems. More
professional cost management by
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customers thus offers twentyghelp the
opportunity of generating new busi-
ness, as outsourcing IT services often
represents the more cost-efficient alter-
native for companies.

Schlund Technologies intends to
gradually expand its product portfolio
in the coming months. In addition to
domains, the company plans to provide
external ISPs with further value-added
technical products from our Internet
Factory.

On the basis of current developments in
our business with new and existing
customers, we expect increases in sales
and earnings of our Outsourcing
segment in 2003.

in € million

11.6

EBITDA EBT

in € million

69.8 15.5 10.5

Sales EBITDA EBT

2001

2002




Investments

AdLINK Internet Media AG

67,62%"

www.adlink.de

AdLINK (SIN 549015) markets Internet
advertising space and digital marketing
concepts and is Europe’s largest inde-
pendent provider of digital, online com-
munication solutions. In January 2002,
AdLINK took over the European media
business of its strategic partner Double-
Click Inc.

In 2002, AJLINK greatly strengthened
its European position with major new
accounts. The company’s exclusive
cooperation with OMS in Germany,
Qualiclick in Switzerland and Publi-
kompass in Italy added established
media brands and greater reach to the
company’s marketing portfolio. In early
2003, the company succeeded in
gaining a further high-reach, special-
interest site: the German online travel
agency “Expedia.de”. AALINK currently
markets over 1,650 websites in 12 Euro-
pean nations with over 2.5 billion page
impressions per month.

AdLINK once again suffered from the
ongoing difficulties of the international
advertising market. Nevertheless, the
company succeeded in raising sales
from € 24.5 million to € 39.2 million—
partly as a result of the DoubleClick
integration. Restrucuturing charges for
the integration of DoubleClick’s Europe-

* 21 % deposited with trustee for call option
held by DoubleClick Inc.

an media business amounted to some
€ 7.0 million in 2002. Excluding once-
only costs for the DoubleClick integra-
tion, the adjusted EBT figure amounted
to € -8.7 million (prior year: € -21.9 mil-
lion). In the fourth quarter of 2002,
AdLINK posted its first-ever postive
EBITDA result.

fun communications GmbH

[ www.fun.de

fun communications offers solutions
for electronic banking, internet pay-
ment and IT security. The company also
develops software for mobile end-
devices and professional services. In
the field of internet banking, fun
communications has long been suc-
cessfully established on the market: its
product portfolio includes MobileFi-
nancing for PDA's and mobile phones,
tailored banking applications for home
use and the development of server
middleware enabling multibank-capa-
ble banking portals which support
various platforms. The company’s
major customers include Telecom com-
panies, banks and and also 1&a.

fun communications raised revenues
during the past year and once again
posted a strongly positive result in

2002.



imedia -
Gesellschaft fiir neue Medien mbh

40,00%

www.imedia-online.de

imedia operates the online platform
www.affili.net, which enables compa-
nies to run and administer internet
affiliate programs. imedia acts as an
intermediary between affiliate program
operators (merchants) and their part-
ners (website owners, or affiliates).
Affiliate programs offer the possibility
of presenting products on a partner’s
home page. The merchant pays the
affiliate a commission for every pur-
chase, of which imedia also receives a
share. Over 125,000 registered affiliates
in 18 categories generate more than one
billion page impressions per month.
affilinet is successfully used as an addi-
tional online sales channel by a wide
variety of companies, including eBay,
Scout24, 02, Deutsche Post WorldNet,
Neckermann-Reisen, Schober Direkt-
marketing and PrimusOnline.

In the past fiscal year, imedia achieved
a strong increase in sales and posted
positive earnings—following a loss in
the previous year.
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Metropolis AG

43,96%

www.metropolis-ag.de

With over 1.6 million members, Metro-
polis operates the largest German-
language online community via its
www.metropolis.de site. The know-
how and technology the company has
built up over the years now form the
basis for its m:community project
business. This modular m:community
technology has already been used to
create communities for ZDF, n-tv, Wella
and NDR. Clients can choose and com-
bine a variety of elements, including
chatrooms, forums, homepage gener-
ators, FTP uploads, guestbooks, profiles,
diaries, chatmails or postcards. m:com-
munity technology is offered as a
resource-saving ASP solution. By using
traffic syndication (docking of cus-
tomer community with metropolis.de),
the community start process is acceler-
ated and fee-based products can be
activated as requested.

In 2002, Metropolis greatly expanded
its share of the B2B sector and now
generates over 50% of sales in this
segment. The company more or less
broke even over the year as a whole.




NT plus AG

40,23%

www.ntplus.de

Germany'’s leading IT/TC distributor,
NT plus supplies over 7,000 products of
more than 60 manufacturers and net-
work operators via its 5,000 telecom-
munication and IT specialists. As a
“value-added distributor” NT plus indi-
rectly markets such products as fixed-
line, end-user devices, office equip-
ment, TC systems, car infotainment,
mobile communication and IT. The
company’s service center helps its part-
ners in the specialist retail trade with
the professional, indirect marketing of
fixed-line, internet and mobile phone
connections. NT plus also supports its
partners with professional marketing
activities and an extensive range of
training programs. The NT plus Group
also includes Phonet Telecom AG, as
well as its subsidiaries ABC Grof3han-
delsgesellschaft mbH and Phonet Tele-
com Austria.

Despite adverse conditions, NT plus
fared considerably better than the
sector as a whole in 2002. With sales of
€ 433 million, the company even excee-
ded its record revenues of the previous
year. The company posted positive ope-
rating results.

Sedo GmbH

41,04%

www.sedo.de

With a total of 1.6 million domains,
Sedo is the leading player in the secon-
dary market for domains. The company
has set itself the task of simplifying the
transfer of “pre-registered” domains
and optimizing the transaction process.
Sedo offers a wide range of services for
the purchase and sale of domains. It
also operates domain watchlists, acts as
a domain search engine and provides
individual value appraisals. The Sedo
exchange is integrated directly into
1&1’s order and registration processes.

In fiscal 2002, Sedo greatly extended its
market lead while boosting sales.
Founded in 1999, the company achie-

ved profits in every quarter of 2002.
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General Economic Development

and Sector Trend

GENERAL ECONOMIC
DEVELOPMENT

In 2002 the economy remained in the
grip of a recessionary phase, which
had begun in late 2000 and spread to
virtually all areas of the global eco-
nomy. The green shoots of recovery
which had appeared in early 2002,
failed to take root during the course of
the year. The economies of the Euro-
pean Union and the USA continued to
suffer from low levels of investment.
Growth expectations in Germany were
dealt a further blow last year. With real
growth of just 0.2 %, Germany recor-
ded its lowest growth rate since 1993.
Following a meager 0.6 % growth in
the previous year, the German eco-
nomy was well below its ten-year
average of 1.3 %. The only sector driving
the economy last year was foreign
trade. While exports grew by 2.9 %,
however, weak domestic demand
meant that imports increased by just
1.3 %.

There were a number of identifiable
causes for the economy’s sluggish per-
formance last year—quite apart from
the incalculable consequences of
September 11, 2001 and the Iraq crisis.
Firstly, consumer spending fell by

0.5 %, following a modest 1.5 % in 2001.
This reluctance of private households
to spend on consumer goods is one of
the major causes for Germany’s cur-
rent economic woes. Consumers have

lost confidence in the country’s eco-
nomic future. Discussions about real or
imaginary price rises caused by the
change in national currency, from
deutschmark to euro, were as much to
blame as additional tax burdens, such
as the new eco-tax.

At the same time, the country’s labor
situation continued to deteriorate. In
the past year, some 38.7 million people
were in employment—250,000 less
than in the previous year. There was
also a renewed decline in gross
spending on plant and equipment,
which fell by 6.4 % compared with the
previous year. Capital spending had
already fallen by 5.3 % in 2001. This
period of low investment has not yet
come to an end. Economists continue
to cite excess capacity, falling profits
and weak demand as the major causes.
Business confidence is also hampered
by continued uncertainty about future
developments, and especially con-

cerning possible new tax burdens.

SECTOR TREND

West European IT market posts

slight growth

The end of dot.com euphoria plunged
the IT sector into deep recession in
2001, from which it failed to recover in
2002. In the past year, the German
market for information technology
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and telecommunication (IT/TC) shrank
by 1.3 % to € 136 billion. Germany was
therefore one of the weakest markets
in international comparison. Whereas
the West European IT/TC market grew
by a mere 1.1 %, sales in the USA rose
by 3.2 % and in Japan by 4.4 % during
the same period. Total global sales in
2002 reached around € 2,365 billion
(+3.2 %). In general, there was a shift in
demand from hardware to software
and services. Investments in data
communication and network infra-
structures already fell strongly in 2001
and continued to decline in the past
year by some 9.1 %. Many major net-
work operators made debt reduction
their chief priority—as a consequence
there was less money to spend on

investing in infrastructure networks.

Dynamic growth of internet market
In spite of these adverse economic
conditions, the internet continued its
rapid development almost unchecked.
At 10 %, however, user growth in
Europe and North America failed to

reach the heady pace of previous years.

Almost half of all German households
are now connected to the internet.
Some 600 million people around the
globe have internet access. According
to studies by Forrester Research, the
number of internet users in Europe—
whereby Germany remains the most
important internet market—has
reached 190 million, and thus exceeds
slightly the number in North America
(187 million).

All market forecasts point to strong

growth in one particular segment:

Management Report

broadband connections are growing at
a much faster rate than the overall
market. Greater network bandwidths
and internet connection speeds will
lead to higher-quality applications and
larger data volumes.

There was already strong growth in
the number of DSL connections in
2002. Within just one year, the number
of these fast, broadband connections
almost doubled. All currently available
forecasts indicate that this trend to
broadband internet connections will
continue. Forrester Research forecasts
an increase in the number of German
broadband users to 9.3 million by the
year 2005. A study by Frost & Sullivan
predicts that the number of broadband
connections in Europe will rise from
10 million last year to 28.1 million in
2006. And a market analysis by IDC
forecasts that by 2006 over 60 % of all
internet users will be using broadband
connections. In comparison to users of
normal modem connections, broad-
band customers spend almost three
times more time on the internet and
visit almost four times more sites.

2002 also saw the first signs of a furt-
her technological mega-trend: mobile
internet. Wireless Local Area Network
technology (WLAN) is currently
displaying extremely high growth
rates. According to the Gartner Group,
almost 68% of all mobile PCs will be
equipped with integrated WLAN access
by 2007. Due to the growing number of
WLAN connection nodes, Frost & Sulli-
van estimates that some 20 million
Europeans will be able to access the
internet via hand-held computers or




laptops in hotels, airports, restaurants,
trade fairs or shopping centers in the
next few years. These users are general-
ly not internet novices, but experienced
internet professionals—a key target
group for United internet. In future,
users will enjoy broadband internet
access almost everywhere—and with
the aid of GPRS or UMTS, even with any
end-user device.

Broadband internet with mobile access
opens up new, data-intensive applica-
tions—both for private end-users and
small to mid-size enterprises (SMEs).
Strong growth is also expected globally
from companies transferring to inter-
net-based applications run by service
providers. According to the market
research institute IDC, almost every
second European company plans to use
web hosting and storage solutions
offered by service providers in the next
20 months. More than half of all Euro-
pean IT managers see clear advantages
for their companies from using web-

based services. These include closer
customer and partner relationships
and the possibility to provide services
faster and more cheaply.

Whereas charts and text-based infor-
mation represented the technical stand-
ard until recently, it is now digital
photos and will soon be films, anima-
tions and music files. IDC estimates that
by 2006 over 40 million consumers
world-wide will regularly obtain their
music from the internet—and pay for it.

The online sector will receive further
impetus from a variety of technical
innovations aimed at extending the
internet’s capabilities. This clearly
indicates a further megatrend: growth
in storage volumes, data transfer and
the need for value-added services. This
is exactly United internet’s core
business. Every indicator influencing
our business therefore points to further
growth and excellent earnings
potential.

Business Development

Success of realignment

2002 was a very successful year for
United internet. Despite a weak eco-
nomy and the third consecutive year of
high stock market losses, United Inter-
net posted its bestever annual results.
The operating targets for fiscal 2002 set
at the beginning of the year were
raised twice during the year—and yet
still exceeded. United Internet was thus

able to uncouple itself, to a large

extent, from the effects of a sluggish

economy.

United internet’s excellent sales and
earnings figures underline the success
of the company’s repositioning as a
premium internet Service Provider
(ISP). Presented in May 2002, the
realignment marked the end of a
transition process started in 2001—

from a management holding company



with a network of affiliates to an
operating company with two highly
profitable business segments. The
company'’s Product and Outsourcing
segments are complemented by its
Head Office / Affiliates division, in
which it holds minority interests in
related specialist companies as well as
in AdLINK Internet Media AG.

In its Product segment, the Group
markets technical, value-added inter-
net services for discerning private users
and SMEs under its premium brands
GMZX, 1&1 and Schlund+Partner. In the
Outsourcing segment SchlundTechno-
logies markets these services as
preprepared “white label” products to
other ISPs. This segment also includes
the high-quality customer relationship
services provided by twentyghelp.

At the heart of our new business
model—which was very well received
by both the capital markets and the
media—is a powerful internet Factory
producing technical value-added ser-
vices. By realigning its business model,
United Internet has positioned itself in
a global growth market and now covers
the most lucrative segments of the
internet value chain.

The Group’s dynamic growth in 2002
was driven by a strong increase in fee-
based customer contracts in its Product
segment. By the end of 2002, the com-
pany had achieved 2.1 million active
customer accounts. By providing high-
quality products, United Internet was
able to strengthen the bonds with its
customers and keep the churn rate as

low as possible.
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Customer growth was boosted by an
increase in product and marketing
campaigns in the second half of 2002.
United internet is the clear market lea-
der for value-added internet applica-
tions and succeeded in widening the

gap once again to its competitors.

Consolidated sales and earnings

In fiscal 2002 consolidated sales of the
United Internet Group rose by almost
39 % to € 320.0 million (prior year:

€ 230.7 million). Earnings in 2002 also
underline the efficiency of the reposi-
tioning completed in the first half of
the year. The company posted clearly
positive pre-tax earnings (EBT) in all
four quarters of 2002, whereby the
development of earnings reflected
increasing economies of scale from
greater use of the Group’s internet
factory.

After elimination of special items,
earnings before interest, taxes, depreci-
ation and amortization (EBITDA) grew
by 160 % to € 62.0 million (prior year:
€ 23.8 million). The corresponding EBT
figure improved from € -42.6 million

last year to € 38.8 million.

This growth was driven mainly by a
strong increase in fee-based customer
contracts in the Product segment—
with the brands GMX, 1&1 and
Schlund+Partner. In October 2002, the
number of paid subscriptions reached
the 2-million mark. United Internet is
increasingly steering its customers
away from free services and toward
higher-value, pay-to-use services. Sales

in the Product segment climbed 58 % to




€ 210.9 million (prior year: € 133.9 mil-
lion). At € 40.9 million, EBT was up
235% on the previous year (€ 12.2 mil-
lion).

In the company’s Outsourcing segment,
with the brands twentyghelp and
Schlund Technologies, business was
affected more strongly by the ongoing
weakness of the economy. As a service
provider to other companies,
twentyghelp was hit by the sales
difficulties experienced by many of its
clients. Sales in this segment fell to

€ 69.8 million (prior year: € 72.3 mil-
lion). Due to the timely introduction of
cost-cutting measures, however, pre-
tax earnings remained relatively stable
at € 10.5 million—just € 1.1 million
below the prior year’s excellent EBT
result of € 11.6 million.

Positive special item balance

As a consequence of its realignment
strategy, United Internet sold shares in
a number of minority holdings during
the past fiscal year. Our 26-percent hol-
ding in jobpilot was sold to Adecco in
May 2002. In January 2002, DoubleClick
acquired 15 % of AALINK’s share capital
from United Internet. The company
transferred a further 21 % of AALINK
shares to a trustee, as specified in an
agreement signed with DoubleClick in
November 2001. As part of this business
combination agreement with Double-
Click, United Internet made a voluntary
purchase offer during the second
quarter of 2002 for part of the free float
shares in AALINK. In total, United Inter-
net acquired 1,377,771 shares for around
€ 5.3 million and held 46.62 % of

AdLINK's share capital directly as of
December 31,2002.

The sale of shares during the year, the
restructuring charges for AALINK'’s
integration of DoubleClick’s media
business and a valuation adjustment at
year-end resulted in a positive special
item balance of € 2.3 million. As a
result, the adjusted EBITDA figure for
2002 amounted to € 67.2 million (prior
year: € 23.8 million), while pre-tax ear-
nings (EBT) reached € 41.1 million (prior
year: € —42.6 million). Including special
items, earnings per share (EPS) totaled
€ 0.66 (prior year: € -0.63).

Cash flow

The company’s growing profitability is
also reflected in the strong positive
development of operative cash flow.
During the period under review, it rose
by 256 % to € 54.4 million (prior year:
€ 15.3 million). This development is a
clear indication of the underlying
economies of scale which result from
greater use of our internet factory
capacities. There were further addi-
tions to cash flow from the sale of
shares in AALINK and jobpilot. This
inflow of cash not only allowed United
internet to repay its bank liabilities, but
also to make its largest-ever invest-
ments in new plant and equipment
from cash flow.

Capital expenditures

Investment in 2002 focussed on expan-
ding infrastructures in the Product seg-
ment as well as AALINK'’s purchase of
DoubleClick’s European media business



in the first quarter of 2002. A total of
€ 32.8 million was invested in tangible
and intangible assets, including some
€ 17 million for the construction of a
new data center in Karlsruhe. The new
center secures the basis for further
steady growth in customer accounts in
the Product segment and offers suffi-
cient space for over 25,000 servers. The
move began in November 2002 and is

United Internet AG — Consolidated Income Statement according to US-GAAP
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due to be completed by April 2003.
There are currently 14,000 servers
under administration in United Inter-
net’s data centers. Up to 1,000 new
servers are added every month.

Personnel
Due to the encouraging development of
business, the number of employees rose

Quarterly development in € million

Q1/2002 Q2/2002 Q3/2002 Q4/2002 Q4/2001
Sales 70.9 74.8 77.1 97.2 65.5
Cost of sales -44.1 -45.0 -44.5 -57.5 -43.9
Gross profit 26.8 29.8 32.6 39.7 21.6
Selling expenses -10.6 -12.2 -13.3 -18.2 -8.3
General administrative expenses -9.0 -9.4 -8.5 -10.9 -9.8
Restructuring charges -5.5 -1.5 0 0 -0.5
Other operating income / expenses 12.0 10.2 -0.4 -7.2 29
Amortization of goodwill 0 0 0 -2.2 -8.1
Operating result 13.7 16.9 10.4 1.2 -2.2
Interest and similar expenses -0.8 -0.8 -0.6 -0.6 -0.8
Interest and similar income 0.4 0.5 0.5 0.2 0.0
Result from associated companies 0.1 0.1 -0.2 0.1 0.3
Result from ordinary activities 13.4 16.7 10.1 0.9 -2.7
Pre-tax result 13.4 16.7 10.1 0.9 -2.7
Income taxes -4.0 -4.0 -4.4 3.7 5.3
Net income 9.4 12.7 5.7 4.6 2.6
Minority interests 4.0 0.9 1.5 -1.5 1.7
Income after minority interests 13.4 13.6 7.2 3.1 4.3
Result per share (in €), basic 0.23 0.24 0.13 0.06 0.08
Weighted average shares (in million), basic 56.88 56.88 56.88 56.88 56.88
Result per share (in €), basic 0.23 0.24 0.13 0.05 0.08
Weighted average shares (in million), basic 56.88 56.88 57.20 57.20 56.88




in the past fiscal year. As of December
31, 2002 United Internet employed a
total of 3,195 people (prior year: 2,886),
of which 892 were employed outside
Germany (prior year: 631). At year-end
2002, the United Internet Group
employed a total of 60 trainees and
apprentices (prior year: 61).

Sales and earnings of parent company
In the period under review, sales of the
parent company amounted to € 3.0
million (prior year: € 2.4 million).
These revenues result mainly from
services provided to the Group’s subsi-

diaries, as well as from cost allocations.

Pre-tax earnings of United Internet AG
(parent company) reached € 84.6 mil-
lion, compared with a pre-tax loss in
the previous year of € 14.7 million. This
improvement in EBT resulted from the
excellent earnings of the operating
subsidiaries 1&1 Internet AG and twen-
tyghelp Knowledge Service AG, with
whom profit transfer agreements have
been signed, as well as from extraordi-
nary earnings resulting from the sale
of shares in jobpilot and AdLINK.

Bank liabilities reduced to zero

Due to the strong progress of the
Group’s operating divisions and cash
flows of € 54.2 million from the sale of
investments, United Internet AG was
able to repay all outstanding bank
liabilities in fiscal 2002. These
liabilities amounted to € 86.1 million
at year-end 2001. By December 31,2002
the Group held positive bank balances
of € 16.8 million. The equity ratio rose

from 36.1 % at year-end 2001 to 85.3 %
on December 31, 2002.

Proposed total dividend of 50 cents
per share

At the annual shareholders‘ meeting,
the Management Board and Super-
visory Board will propose the payment
of a basic dividend of 10 cents and a
bonus dividend of 40 cents per share
for fiscal 2002. The Group’s greatly
improved earnings enable it to pay its
first dividend since going public in
March 1998. United Internet plans to
pay further dividends in the coming
years. The size of these dividends will
depend on earnings and the Group’s
ability to finance its strong organic
growth from cash flow.

Investments

In addition to its core business in the
Product and Outsourcing segments,
United Internet also holds minority
interests in specialist companies
which complement the Group’s core
activities. In 2002 these minority
shareholdings made a positive con-
tribution to consolidated earnings.

As of December 31, 2002 the United
Internet Group owned minority
interests in fun communications
GmbH (shareholding: 33.33 %),
imedia—Gesellschaft fiir neue Medien
mbH (40.00 %), Metropolis AG

(43.96 %), NT plus AG (40.23 %) and
Sedo GmbH (41.04 %). After already
selling 15 % of AALINK’s share capital
directly to DoubleClick Inc. in early

2002 and transferring a further 21 % to



a trustee of DoubleClick as part of a call
option, United Internet currently holds
46.62 % of voting capital in AALINK
Internet Media AG. The call option can
be exercised by DoubleClick without
further payment before April 30, 2004,
if AALINK reaches contractually agreed
earnings targets.

AdLINK acquired and integrated the
European media business of Double-
Click in fiscal 2002. Despite the
necessary restructuring processes for
integration and the continued slump in
media sales, the company made
modest progress in its operating
business.

AdLINK once again suffered from the
ongoing difficulties of the inter-
national advertising market. Never-

Risk Report

Risk management

United Internet’s business activities
are subject to a number of risks con-
nected with technological progressin a
dynamic market and competitive
environment. In order to identify,
evaluate and control the business risks
emanating from these market condi-
tions and from its own business acti-
vities, United Internet has established
a risk management system which is
implemented in accordance with the
requirements of the German Business
Monitoring and Transparency Act
(KonTraG). With the aid of a compre-
hensive reporting and early-warning
system, potential dangers and risks to
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theless, the company succeeded in
raising sales from € 24.5 million to

€ 39.2 million—partly as a result of the
DoubleClick integration. Restructuring
charges for the integration of Double-
Click’s European media business
amounted to some € 7.0 million in
2002. Including these restructuring
charges, EBITDA in 2002 reached

€ —10.4 million (prior year: € —15.2 mil-
lion), while EBT improved to € —15.7
million (prior year: € —21.9 million).
Excluding once-only costs for the
DoubleClick integration, the adjusted
EBITDA figure amounted to € —3.4 mil-
lion (prior year: € —15.2 million) and
adjusted EBT € —8.7 million (prior year:
€ —21.9 million). In the fourth quarter
of 2002, AALINK posted its first-ever
positive EBITDA result.

the Company’s further existence can
be recognized and dealt with at an
early stage.

For United Internet, risk management
means systematically identifying, ana-
lyzing, documenting and evaluating all
relevant risks. The company’s risk
management system is closely
integrated into its existing organiza-
tional structures and those of its

subsidiaries.

United Internet’s risk management
organization is operated by the Group’s
subsidiaries and their respective
processes and structures. They are




responsible for identifying and evalua-
ting all risks in their area of responsi-
bility as well as for formulating and
implementing measures to deal with
these risks. They are supported in this
function by both central and local risk
managers.

United Internet has established a
management circle on the subject of
risk management, which is responsible
for the ongoing development of the
Group’s risk management system and
its adaptation to changing market and
risk situations. The risk management
team, which includes the CFOs of the
Group’s subsidiaries as well as the risk
managers themselves, reports directly
to the CFO of United Internet AG, who
also leads the group. The CFO informs
and confers with his colleagues on the
Management Board of United Internet
AG with regard to all activities con-
cerning the Group’s risk management
system.

United Internet AG regards efficient
and forward-looking risk management
as an important, value-adding activity.
Risk management is one of the core
aspects of United Internet’s business
approach and a decisive element in
securing the company’s long-term

success.

General economic and sector risks
The most significant potential risks in
connection with United Internet’s
business activities are the influence of
the market and its competitors.
Despite the relative strength of the

company’s operating business in

comparison to the overall market,
United Internet is still dependent on
the general economic situation as well
as on the technical and business
developments on its relevant markets,
and especially the internet market. In
the Outsourcing segment, twentyshelp
was affected by the economic down-
turn experienced by the IT/TC sector.
Should the market continue to suffer,
the willingness of clients to continual-
ly invest in customer relationships
may begin to decline. This would have
a negative impact on sales and ear-
nings in the Outsourcing segment.

One condition for the success of United
Internet is the wide acceptance of, and
demand for, digital systems in general,
and the internet in particular. Should
there be strong rejection or a decline in
trust, this might also negatively impact
the business of United Internet. Deci-
sions taken by the German Regulatory
Authority for Telecommunications and
Posts, which directly or indirectly
affect internet access tariffs, represent
a possible risk for United Internet’s

Product segment.

Operating and technical risks

United Internet’s core business is
stable in both its Product and Out-
sourcing segments: twentyghelp has
been providing its clients with support
services for many years; GMX, 1&1 and
Schlund+Partner offer fee-based
access, hosting and value-added
services purely on a subscription basis.
Firm and long-standing customer rela-
tionships in both segments minimize

the risk of a sudden collapse in market



demand or company sales. The Group’s
own data centers and depth of produc-
tion of its internet factory (own product
development, data center operation,
marketing, sales, billing, customer care)
have given United Internet a techno-
logical and competitive advantage in
its Product segment and raised market
entry barriers for new suppliers even
higher. This depth of production also
means that the Group is virtually
independent of service providers and
“suppliers”.

There are possible risks from successful
attacks on the technical infrastructure
of companies belonging to the United
Internet Group. Even though we have
taken all imaginable precautions to
guarantee the safety and availability of
data, the risk of damage being caused
to United Internet services by hackers
or PC viruses still remains. The Group’s
image, and thus its operating business,
may also be damaged by breakdowns
in internet infrastructure, such as back-
bones, distribution servers, peering
points or connections of United Inter-
net data centers, which lead to longer
response times or non-availability of
United Internet services.

Personnel risks

The performance of our employees is a
key determinant for the success of
United Internet. There is intense com-
petition on the labor market, especially
for skilled and motivated employees or
managers with industry experience.
There is no guarantee that the com-
pany will be able to recruit, integrate
and keep such skilled labor. The loss of
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key employees could have a negative
influence on United Internet. The com-
pany counters such personnel risks by
offering an employee stock ownership
plan and active personnel develop-
ment.

Investment and financial risks

Since United internet’s realignment as
a premium ISP, risks from investment
activities have decreased considerably
and now only have a limited potential
impact on the development of the
Group as a whole. In the case of our
investment in AdLINK Internet Media
AG, sales and earnings are dependent
to alarge degree on the development of
the general market, and in particular
on that of the online advertising
market.

With the aid of income from the sale of
investments in early 2002 and from its
operating business, United internet AG
was able to pay off its complete bank
liabilities by the middle of the year and
thus significantly improve its balance
sheet structure. As of December 31,2002
the company’s credit balances totaled
€ 16.8 million. The risk of interest rate
fluctuations therefore affects both the
investment of credit balances as well as
possible new bank loans. In addition,
currency risks from our foreign trans-
actions cannot be ruled out.




Outlook

Subsequent events

The conditions on United Internet’s
target markets, and especially the
positive prospects for future sales and
earnings in our Product segment, have
remained unchanged since the period
under review ended. There have been
no subsequent events since year-end
which have significantly altered the
business situation of United Internet.

Anticipated developments

United Internet currently enjoys stable
growth, which may gain pace asa
result of further economies of scale.
High growth rates are expected, in
particular, in the field of web hosting
and internet access. All current market
and technology studies forecast that
broadband access, in particular, will
grow even faster in future and add
further impetus to the development of
United Internet. The future will belong
to broadband technology, an area in
which United Internet will expand and
strengthen its position, especially with
regard to DSL connections. United
Internet intends to utilize these excel-
lent prospects in order to export its
successful business model increasingly
to foreign markets.

Outlook

United Internet is optimistic about its
future prospects. This optimism is
based on the wide market coverage it
already enjoys, based on its strong
brands and effective marketing and
sales model. The company’s highly effi-

cient internet factory, with its own
technology and software development,
adds further impetus to the company’s
business model. The company also
plans to export this business model
increasingly in future. We are still in
the early phase of our international
expansion program. United Internet
sees considerable potential especially
in Great Britain.

We plan to achieve significant growth
in sales during fiscal 2003. This growth
will be driven by a strong increase in
revenues generated by our Product
segment. Following a period of more
stable revenues in the fourth quarter
of 2002, we expect modest growth in
our Outsourcing segment in fiscal
2003. Sales of the business segment
Affiliates/Head Office are determined
by revenues of our fully consolidated
investment in AALINK Internet Media
AG. We anticipate a strong improve-
ment in earnings in this segment
during fiscal 2003, although no signi-
ficant improvement is expected in the
overall advertising sector.

In the medium term, we aim to achieve
an EBT margin of 15 % to 20 % in our
Product segment and 12 % to 15 % in
the Outsourcing segment.
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United Internet AG - Consolidated Balance Sheet for the year ended December 31, 2002 and 2001 in €k

ASSETS
Current assets December 31,2002 | December 31,2001
Cash and cash equivalents 32,379 69,765
Accounts receivable and other assets (Note 11) 65,990 63,760
Inventories (Note 10) 3,984 2,062
Prepaid expenses 9,029 7,121
Deferred tax asset (Note 20) 6,420 14,579
117,802 157,287
Non-current assets
Equity investments (Note 9) 12,543 11,792
Other financial assets 1,801 5,930
Property, plant and equipment (Note 8) 35,575 30,390
Intangible assets (Note 7) 8,312 11,196
Goodwill (Note 7) 61,787 52,753
120,018 112,061
Total assets 237,820 269,348
LIABILITIES AND EQUITY
Liabilities
Current liabilities
Accounts payable, trade 29,452 18,226
Liabilities due to banks (Note 12) 373 73,235
Advance payments received 0 214
Other liabilities (Note 14) 19,624 21,532
Accrued taxes 5,795 9,824
Other accrued liabilities 18,574 16,985
Deferred revenue (Note 15) 24,888 25,114
98,706 165,130
Non-current liabilities
Convertible bonds 2,037 2,425
Liabilities due to banks (Note 12) 3,577 7,749
Deferred revenue (Note 15) 3,396 1,089
Other liabilities (Note 14) 0 1,682
9,010 12,945
Total liabilities 107,716 178,075
Minority interests 13,018 13,293
Equity
Stock capital (Note 6) 56,882 56,882
Subscribed capital (Note 6) 865 0
Additional paid-in capital 117,515 116,791
Accumulated deficit -95,515 -59,712
Net income /loss 37,305 -35,803
Outstanding, unrealized compensation for
employee stock ownership program -156 -47
Currency translation adjustment 190 -131
Total equity 117,086 77,980
Equity and liabilities 237,820 269,348
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United Internet AG - Consolidated Income Statement according to US-GAAP

for January 1, 2002 to December 31,2002, in €k

2002 2001
Sales (Note 15) 319,976 230,726
Cost of sales -191,134 -149,102
Gross profit 128,842 81,624
Selling expenses -54,360 -46,818
General administrative expenses -37,787 -35,189
Restructuring charges (Note 19) -6,968 -2,136
Other operating income / expenses (Note 18) 14,631
-17,054
Amortization of goodwill (Note 7) -2,204 -17,528
Operating result 42,154 -37,101
Interest and similar expenses -2,791 -2,979
Interest and similar income 1,630 1,045
Result from associated companies (Note 9) 59 -3,604
Pre-tax result 41,052 -42,639
Income taxes (Note 20) -8,661 1,215
Net income/loss 32,391 -41,424
Minority interests 4914 5,621
Loss / income after minority interests 37,305 -35,803
Result per share (in €)
—basic 0.66 -0.63
—diluted 0.65 -0.63
Weighted average number of shares outstanding
—basic 56,881,887 56,881,887
—diluted 57,203,387 56,881,887




United Internet AG — Development of Consolidated Equity

Contribution Additional
for capital paid-in
Common stock increase capital
Denomination €k €k €k

Balance as of December 31,2000 51,680,000 51,680 0 109,323
Capital increase through contribution in kind 5,201,887 5,202 - 7,751
Additional IPO expenses of AALINK - - - -195
Adjustment of the intrinsic value shown as

part of the capital reserve resulting from

options granted in the context of the

employee stock ownership program - - - -88
Currency translation adjustment 2001 - - - -
Net loss 2001 - - - -
Comprehensive Loss
Balance as of December 31, 2001 56,881,887 56,882 0 116,791
Exercise of conversion rights - - 865 -
Additional IPO expenses of AALINK - - - -184
Adjustment of the intrinsic value shown as

part of the capital reserve resulting from

options granted in the context of the

employee stock ownership program - - - 908
Currency translation adjustment 2002 - - - -
Net income 2002 - - - -
Comprehensive Income
Balance as of December 31,2002 56,881,887 56,882 865 117,515
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Outstanding
compensation for Currency Retained earnings/
employee stock translation Accumulated Total Comprehensive
ownership program adjustment deficit equity Income/Loss

€k €k €k €k €k
-128 =77 -59,712 101,086 -
- - - 12,953 -
- - - -195 -
81 - - -7 -
- -54 - -54 -54
- - -35,803 -35,803 -35,803
-35,857

-47 -131 -95,515 77,980
- - - 865 -
- - - -184 -
-109 - - 799 -
- 321 - 321 321
- - 37,305 37,305 37,305
37,626

-156 190 -58,210 117,086




United Internet AG - Consolidated Statement of Cash Flows according to US-GAAP
from January 1, 2002 to December 31,2002 in €k

2002 2001
Cash flow from operating activities
Income/loss after minority interests 37,305 -35,803
Adjustments to reconcile net profit/loss to net cash provided
by operating activities
Depreciation and amortization 22,802 19,770
Goodwill amortization 2,204 17,528
Write-downs on investments in associated companies 0 6,663
Write-downs on loans to associated companies 0 16,937
Compensation expenses from employee stock option plans 799 -6
Not distributed profits/not equalized losses of associated companies -59 3,604
Distributed profits of associated companies 100 77
Minority interests -4914 -5,621
Change in currency translation adjustments 321 -54
Change in deferred taxes 8,159 -5,236
Gain from the sale of shares in associated companies -8,684 -3,195
Gain from the sale of shares in affiliated companies -3,500 0
Non-cash expenses / income -134 682
Total 54,399 15,346
Changes in assets and liabilities
Change in receivables and other assets 2,602 -3,100
Change in inventories -1,923 701
Change in deferred expenses -1,733 -1,088
Change in accounts payable, trade 7,088 -5,523
Change in advance payments received -214 18
Change in other accrued liabilities 1,589 -936
Change in accrued taxes -4,030 5,738
Change in other liabilities -5,140 5,655
Change in deferred income 939 6,069
Change in pension accruals 0 -129
Changes in assets and liabilities -822 7,405
Net cash provided by operating activities 53,577 22,751
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2002 2001
Cash flow from investment activities
Capital expenditure for intangible assets and property, plant and equipment -32,770 -19,635
Loans to associated companies, their shareholders and employees -790 -12,782
Repayments of loans granted 4,251 958
Disposal of assets, net book value 1,684 1,666
Acquisitions, net of acquired cash -11,533 -1,932
Sale of shares in associated companies 18,684 4,521
Acquisition of additional shares in associated companies -125 -2,047
Net cash used in investment activities -20,599 -29,251
Cash flow from financing activities
Repayments of bank loans -77,035 -11,948
Minority interests 0 -2,929
Subsidies received 6,193 0
Repayments of convertible bonds -87 0
Payments from convertible bonds 565 1,186
Net cash used in financing activities -70,364 -13,691
Net decrease in cash -37,386 -20,191
Cash on hand and balances at the beginning of the fiscal year 69,765 89,956
Cash on hand and balances at the end of the fiscal year 32,379 69,765
Supplemental cash flow information:
Cash paid for interest 2,636 2,624
Cash paid for taxes 1,968 1,586




Notes to the Consolidated Financial
Statements as of December 31, 2002

(1) NATURE OF BUSINESS

According to its articles of incorporation, the busi-
ness of United Internet AG (hereinafter referred to
as “United Internet AG” or the “Company”) is to pro-
vide marketing, sales or other services, especially in
the fields of telecommunications, information tech-
nology, including the internet, and data processing
or related areas. The Company’s purpose also inclu-
des the acquisition, holding and management of
investments in other companies, especially those
operating in the aforementioned business seg-
ments. The Company is entitled to bring companies
in which it holds an investment under its common
control and may restrict itself to the management or
administration of its investments.

The Company is authorized to acquire or hold
investments in all types of companies in Germany
and other countries and to transact all business that
is conducive to its purpose. The Company is also
authorized to conduct its business through subsi-
diaries, associated companies and joint ventures. It
may outsource or transfer all or part of its opera-
tions to affiliated companies.

In the last few years, United Internet AG has
changed its strategic alignment, evolving from a
pure provider of internet and IT marketing services
to an operating management holding company for
investments in various internet target segments, in
particular internet service provision.

The Company is registered in Montabaur, Germany,
and has branches or subsidiaries in Munich, Dort-
mund, Karlsruhe, Gorlitz, Zweibriicken, Montabaur,
Koln, Zug, Maastricht, Stockholm, Ljusdal, Oslo,
Helsinki, Copenhagen, Amsterdam, Newcastle,

London, Zurich, Strombeek-Bever, Madrid, Dublin,
Milan, Saargemiind and Paris. With the exception of
the building at Zweibriicken, all of the Company’s
buildings are leased.

(2) THE REPORTING COMPANY

The parent company, United Internet AG, was
founded on January 29,1998 as 1&1 Aktiengesell-
schaft & Co. KGaA. As a holding company, it
assumed the functions of 1&1 Holding GmbH, which
was merged into 1&1 Aktiengesellschaft & Co. KGaA
with the effect as of January 1,1998. Until its general
meeting of shareholders on February 22, 2000, it
traded under the name of 1&1 Aktiengesellschaft &
Co. KGaA. At this general meeting it was decided to
change the Company’s name to United Internet
Aktiengesellschaft & Co. KGaA and then to trans-
form the Company into a stock corporation named
United Internet AG.

(3) TRANSACTIONS WITH RELATED PARTIES

United Internet’s premises in Montabaur are leased
from Mr. Ralph Dommermuth, the chairman of the
Management Board and a major shareholder of the
Company. The corresponding lease agreements run
until September 30, 2009 and May 31, 2010. The
resulting rent expenses are customary and amount-
ed to € 769k in fiscal year 2002. In fiscal year 2001,
the lessor of the buildings was a third party.

In the ordinary shareholders’ meeting on May 16,
2002, Mr. Kurt Dobitsch (chairman), Mr. Bernhard
Dorn and Mr. Michael Scheeren were appointed as
members of the Company’s Supervisory Board.



In addition to his duties at United Internet AG,

Mr. Kurt Dobitsch is also a member of the super-
visory boards of AALINK Internet Media AG,
Montabaur, 1&1 Internet AG, Montabaur,
twentyghelp Knowledge Service AG, Montabaur,
Nemetschek AG (chairman), Munich, Bechtle AG,
Gaildorf, Finex AG, Ebersberg and R+S AG, Denken-
dorf.

Mr. Bernhard Dorn is also a member of the super-
visory boards of 1&1 Internet AG, Montabaur,
twenty4help Knowledge Service AG, Montabaur,
AXA Service AG, K6ln, DB Systems GmbH, Frankfurt,
ce CONSUMER ELECTRONIC AG, Miinchen,
SYSTEMATICS AG, Hamburg, TDS AG, Neckarsulm
and ATOSS Software AG, Miinchen.

Mr. Michael Scheeren is also a member of the super-
visory boards of AALINK Internet Media AG (chair-
man), Montabaur, 1&1 Internet AG (chairman),
Montabaur, twentyghelp Knowledge Service AG
(chairman), Montabaur and NT plus AG, Osnabriick.

The members of the Supervisory Board received
total compensation of € 8ok in fiscal year 2002
(prior year: € 82k).
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A member of the Supervisory Board delivered advi-
sory services for the twentyghelp Knowledge Servi-
ce AG, for which remuneration of € gk was paid in
2001. Another member of the Supervisory Board
delivered advisory services for the AALINK Internet
Media AG in 2002, for which renumeration of € 20k

was paid.

In the fiscal year the Management Board received a
compensation of € 759k (prior year: € 697k) with a
variable component of € 294k.

The ownership of shares in the United Internet AG
by members of the Supervisory Board and the
Management Board are shown in the table below.

Additionally, Mr. Norbert Lang held subscription
rights to 112,000 shares. 28,000 subscription rights
were exercised by Mr. Lang in 2002.

Total as of Total as of
Share holdings of the January 1,2002 January 1,2002 December 31,2002 Dezember 31,2002
Management Board direct indirect direct indirect
Ralph Dommermuth 4,400,000 20,839,905 25,239,905 4,400,000 20,839,905 25,239,905
Norbert Lang 198,000 - 198,000 226,000 - 226,000
Richard Seibt 42,821 - 42,821 - - -
Total 4,640,821 20,839,905 25,480,726 4,262,000 20.839.905 25,465,905
Supervisory Board direct indirect direct indirect
Kurt Dobitsch - 1,280,000 1,280,000 - - -
Bernhard Dorn - - - - - -
Michael Scheeren 510,000 - 510,000 470,000 - 470,000
510,000 1,280,000 1,790,000 470,000 - 470,000




(4) SIGNIFICANT ACCOUNTING, VALUATION
AND CONSOLIDATION POLICIES

United Internet AG’s consolidated financial state-
ments are prepared according to the US Generally
Accepted Accounting Principles (US-GAAP).

All amounts are in euros (€) or in thousands of
euros (€Kk).

a) Consolidation Policies

The consolidated group comprises United Inter-
net AG and the subsidiaries in which it controls
and has a majority shareholding (hereinafter
referred to as “the Company”). All material inter-
company transactions have been eliminated as
part of the consolidation process.

All companies the Company has invested in and
over whose financial and business policies it has
significant influence are recorded using the at
equity method of accounting.

The Group includes the following subsidiaries in
which United Internet AG holds a direct or indi-
rect majority interest (as indicated by the figures
in brackets):

= val-U Marketing GmbH,
Montabaur (100 %)
= 1&1 Internet AG,
Montabaur (100 %)
= 1&1 Internet Ltd.,
London / United Kingdom (100 %)
= 1&1 Internet S.A.R.L.,
Saargemiind / France (100 %)
Schlund + Partner AG, Karlsruhe (100 %)
Convigate Network Solutions
GmbH, Montabaur (100 %)
= 1 & 1Internet Service GmbH,

Zweibriicken (100 %)

= Schlund Technologies GmbH,
Karlsruhe (100 %)

= GMX Internet Services GmbH,
Montabaur (100 %)

= MIP Multimedia Internet Park
GmbH, Zweibriicken (100 %)

= A1 Marketing Kommunikation
und neue Medien GmbH,
Montabaur (100 %)

= GMX GmbH, Miinchen (100 %)

= twentyghelp Knowledge Service
AG, Montabaur, (100 %)

= twentyghelp Knowledge Service
GmbH, Dortmund (100 %)

= twentyghelp Knowledge Service
GmbH, Zweibriicken (100 %)

= twentyghelp Knowledge Service
GmbH, Gorlitz (100 %)

= twentyghelp Knowledge Service
B.V., Maastricht / Netherlands (100 %)

= twentyghelp Knowledge Service
AB, Ljusdal / Sweden (100 %)

= twentyghelp Knowledge Service

Ltd., Newcastle / United Kingdom (100 %)

= twentyghelp Knowledge Service AG,
Zug / Switzerland (100 %)

= United Internet Start-up GmbH,
Montabaur (100 %)

= AdLINK Internet Media AG,
Montabaur (67.62 %)

= AdLINK Internet Media AB,
Stockholm / Sweden (67.62 %)

= AdLINK Internet Media S.A.,
Levallois Perret / France (67.62 %)

= Axial Trading et Participation S.A.,
Paris / France (67.62 %)

= AdLINK Internet Media AS,
Oslo / Norway (67.62 %)

= AdLINK Internet Media GmbH
Deutschland, Montabaur (67.62 %)

= AdLINK Internet Media ApS,
Copenhagen / Denmark (67.62 %)



b)

= AJLINK Internet Media N.V.,,
Strombeek-Bever / Belgium (67.62 %)

= AdLINK Internet Media AG,
Zurich / Switzerland (67.62 %)

= AdLINK Internet Media S.L.U.,
Madrid / Spain (67.62 %)

= AdLINK Internet Media Ltd.,
London / United Kingdom (67.62 %)

= AJLINK Internet Media BV,
Amsterdam / Netherlands (67.62 %)

= AdLINK Internet Media OY,
Helsinki / Finland (67.62 %)

= AdLINK Internet Media SRL,
Milan / Italy (67.62 %)

= Response Republic Europe GmbH,
Montabaur (67.62 %)

= DoubleClick Internet Sales Ltd.,
Dublin / Ireland (67.62 %)

= DoubleClick Internet Purchasing Ltd.,
Dublin / Ireland (67.62 %)

= DoubleClick Italy Ltd.,
Dublin / Ireland (67.62 %)

= DoubleClick Benelux Ltd.,
Dublin / Ireland (67.62 %)

= DoubleClick Denmark A/S,
Copenhagen / Denmark (67.62 %)

= DoubleClick Benelux BV,
Amsterdam / Netherlands (67.62 %)

Trade Accounts Receivable

Trade accounts receivable are stated at nominal
value net of adequate allowances for doubtful
accounts.

Allowances for doubtful accounts are calculated
based on management’s best estimate to cover
the credit risk from the large number of custo-
mer receivables.
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c) Revenue Recognition

Revenue is recognized separately for each of the
Company’s different segments (see “Segment
Reporting”).

In December 1999, the US Securities and
Exchange Commission (SEC) issued Staff
Accounting Bulletin No. 101 “Revenue Recogni-
tion in Financial Statements” (SAB 101). SAB 101
describes the SEC’s views on the application of
US GAAP for revenue recognition. General and
specific guidelines are laid down, especially with
regard to the periods in which revenue should be
recognized. SAB 101 also provides guidance on
when to state gross or net revenues.

Revenues in the separate segments are recogni-
zed according to the following principles.

= Produkt Business

The product business mainly comprises internet
service provision/internet access and the provi-
sion of web hosting solutions.

Internet service provision/ internet access

The Company recognizes its revenue from the
provision of internet access in the period in
which the service is rendered, allowing for the
recoverability of amounts owed by customers,
which are collected solely by direct debit. At the
conclusion of the internet access contracts, new
customers are predominantly provided with sub-
sidised hardware. The amounts paid by the new
customer at installation are recorded as revenue
when received; they cover the direct costs incur-
red for the installation and the hardware only
partially.




Based on a marketing and cooperation agree-
ment for the acquisition of new customers for
Deutsche Telekom AG in conjunction with
United Internet’s internet access offerings, the
Company receives subsidies related to marketing
expenses and bonuses for proven customer
acquisition costs.

The bonuses are calculated based on agreed
targets concerning the quantity of customer
acquisitions. Revenue on these bonuses is
recognized when the targets have been reached,
the quantity of customer acquisitions is agreed
to and accepted by Deutsche Telekom.

Webhosting Solutions

In the field of web hosting for demanding
private customers (the 1&1 puretec brand) and
small to medium-sized companies (the Schlund +
Partner brand), customers generally pay in
advance for services provided by the Company
for a contractually specified term. All upfront
fees are deferred and recognized over the
estimated life of a customer relationship, which
is estimated by management to be three years.
Fees in advance related to the monthly service is
deferred and recognized over the contract term.

= Outsourcing Business

The outsourcing business includes the sale of
technical value-added products as standard
white-label products to other ISPs through
Schlund Technologies. The Company also offers
high-quality customer relationship services,
primarily call center services. These relate to the
operation of hotlines and user helpdesks for IT
and telecommunications providers. Services are
invoiced on the basis of criteria contractually
agreed with customers, taking performance
factors (speed, quality, etc.) into account.

Revenue is recognized when services have been
rendered. Costs are expensed as incurred.

= Head Office / Investments

The segment essentially includes several central
services such as management and marketing
services, leasing office space and technical
equipment for other group companies. Revenues
are recognized in line with contractual agree-
ments.

Moreover, AALINK Internet Media AG is shown
as part of this segment. AALINK generates its
revenues by selling advertising space on internet
pages (banners, microsites and pop-ups). Direct
marketing to target groups by means of e-mail is
regarded as a new business segment, but reve-
nues generated in this area to date have only
been insignificant.

When selling advertising space and placing
advertisements, sales are billed depending on
the levels of exposure achieved. Revenues are
recognized depending on the recoverability
when the campaign has been staged as agreed
and the company and its client agree on its
success (measured in terms of either thousands
of contacts or of cost per click/expression of
interest/order). Billing is done on a monthly
basis. The amount agreed with and billed to the
customer is recognized as revenue. The amounts
credited to the operators of AALINK websites are
stated under cost of sales. The Company’s usual
business practice is to pay a flat-rate margin
markup to website partners. The Company
largely discloses the respective revenues gross as
they carry the economic risk of loss from receiv-
ables in these cases in full. Costs are expensed as

incurred.



d) Inventories

Inventories are measured at the lower of average
cost or market value. Adequate valuation allo-
wances for excess and obsolete inventories are
made to provide for inventory risks.

e) Property, Plant and Equipment

Property, plant and equipment are valued at cost.
Maintenance expenses that neither enhance the
value of the assets nor prolong their useful life
are expensed as incurred. Gains or losses from
the disposal of fixed assets are recognized as
other operating income or expenses. Additions to
property, plant and equipment in connection
with acquisitions of companies are carried at
their estimated fair value.

Property, plant and equipment are depreciated
over their expected useful lives using the
straight-line method. Low-value items (acqui-
sition costs of no more than € 410) are fully
expensed in the year of acquisition due to their

immateriality.

The following useful lives have been used to
calculate depreciation:

Useful life

in years

Buildings 10

Vehicles 5to6
Other operational

and office equipment 3to10

Office furniture and fixtures 5to13

Servers used for web hosting, which are part of
operational and office equipment, are deprecia-
ted over 3 years. The depreciation of all other
servers used by the Company is allocated over

5 years as they are used to a lesser extent.
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f) Intangible Assets and Goodwill

Purchased software, licenses and other rights are
stated at acquisition cost less scheduled straight-
line amortization over a useful life of 1to 6 years.

Useful life

in years

Goodwill (2001 and prior years) 6
Licenses and other rights 3to6
Software 3

The carrying value of assets is reviewed for
impairment, in particular if a situation arises
which indicates that the carrying amount may
not be recoverable. This impairment test com-
pares the carrying amounts of the respective
asset with the cash flows generated from the use
of the asset. If this impairment test reveals a
shortfall in the cash flows, the carrying amount
is written down to fair value based on the diffe-
rence between the carrying amount and the
present value of the future net cash flows which

will be generated by the asset.

The Company adopted SFAS No. 142 “Goodwill
and Intangible Assets” beginning January 1,
2002. In accordance with SFAS No. 142, goodwill
of € 61,787k (prior year: € 52,753k) is not subject
to scheduled amortization. Instead, the carrying
value is reviewed for impairment at least
annually, or when circumstances indicating a
possible impairment arise. The impairment test
is performed for each reporting unit. The good-
will is written down, if the carrying amount of
the goodwill of the reporting unit is higher than
the fair value, based on the present value of the
future cash flows generated by the reporting
unit. Write-downs of € 2,204k (prior year:

€ 17,527k) to goodwill were recorded for the fiscal
year as of December 31, 2002.
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g)

h)

Subsidies

= Subsidies related to personnel expenses
Government subsidies for current personnel
expenses are recorded as other operating inco-
me. These subsidies are granted by the State of
Saxony related to the creation and maintenance
of jobs in Gorlitz and by the State of Rhineland-
Palatinate related to the Multimedia Internet
Park in Zweibriicken. Subsidies for future per-
sonnel expenses already received are recorded
under deferred income.

= Subsidies related to assets

The investment subsidies granted by public
authorities related to capital expenditure are
treated as reductions in acquisition costs. The
Company receives investment subsidies mainly
for the Multimedia Internet Park in Zweibriicken
by the state of Rhineland-Palatinate and for the
capital expenditure related to the new computer
center in Karlsruhe by the city of Karlsruhe.

Cash and Cash Equivalents

This item comprises bank balances, checks and
cash in hand, which are highly liquid and have
maturities of 9o days or less. Additionally,
restricted cash is included related to fixed-period
deposits of AALINK AG amounting to € 939k.
These deposits collateralize guarantees of rental
fees and liabilities of the remaining purchase
price. Previous year fixed-period deposits
amounting to € 3,529k and fixed bearing secur-
ities amounting to € 4,971k collateralized credit
by way of bank guaranty and guarantees.

Foreign Currency Translation

The functional currency of each of the Com-
pany’s subsidiaries is the local currency of the

)

country in which each subsidiary is registered.
Accordingly, assets and liabilities (except equity)
which are recognized in the balance sheets of the
foreign subsidiaries in a foreign currency are
translated into Euros at the exchange rate on the
balance sheet date. Revenues and expenses are
translated at the average exchange rates prevai-
ling during the fiscal year. The difference which
results between the valuation of equity at the
historical rate and of assets and other liabilities
at the rate on the balance sheet date is stated
under equity as a currency translation adjust-
ment.

Income Taxes

Income taxes were calculated using the liability
method in accordance with SFAS No. 109
“Accounting for Income Taxes”. Deferred tax
assets and liabilities were recorded for future tax
effects related to differences between
assets/liabilities stated in the US GAAP conso-
lidated financial statements and the correspon-
ding amounts in the tax balance sheet as well as
for net losses in tax terms and tax loss carryfor-
wards. Deferred tax assets and liabilities are
valued on the basis of the current tax rates valid
for the period in which the temporary differen-
ces will probably be reversed. The deferred tax
assets are written down if it is more likely than
not that the deferred tax assets cannot be used.

With the adoption of the Tax Reduction Act, a
standard corporate income tax rate has applied
since fiscal year 2001; this rate has been used to
determine deferred tax assets and liabilities as of
December 31,2001 and 2002.



k) Impairment of Long-Lived Assets

In August 2001 the Financial Accounting Stan-
dards Board issued SFAS No. 144 “Accounting for
the Impairment or Disposal of Long-Lived
Assets”. SFAS No. 144 establishes a single
accounting method for long-lived assets to be
disposed of by sales consistent with SFAS No. 121
“Accounting for the Impairment of Long-Lived
Assets to be Disposed Of”. The Company adopted
SFAS No. 144 on January 1,2002.

These standards require that the carrying value
of long-lived assets (including intangible assets)
be reviewed regularly for impairment, in
particular if a situation arises which indicate
impairment of the carrying value. This impair-
ment test compares the carrying amounts of the
respective asset with its fair value, which is
based on the cash flows generated with the
asset. If this impairment test reveals a shortfall
in the carrying amount, the carrying amount is
written down to fair value based on the differen-
ce between the carrying amount and the present
value of the future net cash flows which will be
generated by the asset.

1) Estimates

The preparation of consolidated financial state-
ments in accordance with US generally accepted
accounting principles requires the Management
Board to make estimates and assumptions that
affect the amounts reported in the consolidated
financial statements. Actual results may differ
from these estimates and assumptions.

Consolidated Financial Statements acc. to US-GAAP
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m) Accounting for Derivative Financial
Instruments

In June 1998, the Financial Accounting Standards
Board adopted SFAS No. 133, “Accounting for Deri-
vative Instruments and Hedging Activities”. This
statement sets out guidelines for accounting for
and disclosing derivatives and hedging activities.
It requires that every derivative instrument
(including certain derivative instruments
embedded in other contracts) be recorded in the
balance sheet as either an asset or liability at its
fair value. The standard also requires that
changes in the fair value of derivatives be taken
to income or expense, unless special provisions

apply.

Special provisions for hedging transactions
allow gains or losses from derivatives to be offset
against gains and losses from hedging trans-
actions in the income statement. To adopt hedge
accounting, a Company must formally docu-
ment, designate and assess the effectiveness of
transactions that are hedged by derivative
instruments. SFAS No. 133 is effective for all fiscal
years beginning after June 15,1999 and does not
apply retroactively.

In June 2000, SFAS No. 138 (“Accounting for
Certain Derivative Instruments and Certain Hed-
ging Activities”) was published. This statement
addressed a limited number of circumstances
that had caused many companies problems
when SFAS No. 133 was introduced and resolved a
number of questions regarding this statement.

SFAS No. 137 postponed the date of initial appli-
cation of SFAS No. 133 to fiscal years beginning
after June 15, 2000. The Company adopted SFAS
No. 133 in fiscal year 2001.




n)

The company does not use derivatives or have
embedded derivatives. Therefore, the application
of SFAS No. 133 or SFAS No. 138 did not have an
effect on the Company’s net worth or financial
position in fiscal year 2002.

Stock-Based Compensation

SFAS No. 123 “Accounting for Stock-Based
Compensation” established accounting and
disclosure requirements using a fair value based
method of accounting for stock-based employee
compensation plans. In accordance with the
provisions of SFAS No. 123, the Company has
elected to account for stock-based awards issued
to employees using the intrinsic value method
prescribed in Accounting Principles Board
Opinion (APB) No. 25, “Accounting for Stocks
Issued to Employees”. Accordingly, compensation
cost for stock-based awards granted to em-
ployees is measured as the excess of the market
value of the Company’s stock on the measure-
ment date over the amount an employee must
pay to acquire the stock. Compensation expense
is recognized over the options’ service period,
which is generally equivalent to the vesting
period of the award.

The Company has adopted the disclosure requi-
rements of SFAS No. 148. This Statement amends
SFAS No. 123 “Accounting for Stock-Based Com-
pensation” to provide alternative methods of
transition for a voluntary change to the fair
value based method of accounting for stock-
based employee compensation. In addition, this
Statement amends the disclosure requirements
of SFAS No. 123 to require prominent disclosures
in both annual and interim financial statements
about the method of accounting for stock-based
employee compensation and the effect of the
method used on reports results.

o) Earnings (Loss) per Share

Earnings (loss) per share are calculated by
dividing the income or loss attributable to the
holders of registered shares by the weighted
average number of shares outstanding during
the period.

The diluted earnings per share is calculated
similarly to the basic earnings per share with the
exception that the average number of shares out-
standing increases by the portion which would
result if the exercisable options or conversion
rights had been exercised unless the effect
would be antidilutive.

As of December 31,2002 and 2001, capital stock
was divided up into 56,881,887 registered shares.
This number of shares results in earnings per
share of € 0.66 (prior year: =€ 0.63).

A dilutive effect must be taken into considera-
tion from the exercise of the conversion rights
resulting from the employee stock ownership
program of United Internet AG in fiscal year
2002 (300,500 shares), without the corres-
ponding increase in capital stock being entered
in the commercial register by December 31, 2002,
and from the conversion rights which could have
been exercised as of December 31,2002 (21,000
shares). Diluted earnings per share amount to

€ 0.65 in fiscal year 2002.

For conversion rights that are not exercisable as
of December 31,2002 (e.g. due to the fact that
certain hurdles related to right to exercise the
conversion rights have not been met) no dilutive
effect has been taken into consideration.



p) Differences between the Accounting, Valuation
and Consolidation Policies Applied and the
Methods Allowed by the Seventh Council
Directive

The United Internet Group applies the exemp-
ting provision of Sec. 292a of the German
Commercial Code (HGB) to prepare consolidated
financial statements in accordance with the
internationally accepted accounting principles.
They are in accordance with the Fourth and
Seventh Council Directives on the basis of the
interpretation pursuant to German Accounting
Standard 1 (GAS 1) of the German Accounting
Standards Committee (GASC).

The key differences between the accounting,
valuation and consolidation methods under US
GAAP and the provisions of the German Com-
mercial Code for the United Internet Group are
as follows:

The contribution of shares in 1&i1 Geschaftsfiih-
rungs GmbH in 1999 was recognized at market
value. Under the German Commercial Code, it

would have had to be recognized at book value.

Purchase price components agreed on with
acquired companies are recognized as personnel
expenses due to the close link with minimum
employment periods for the general managers.
These amounts would be capitalized as inciden-
tal acquisition costs in financial statements that
used German accounting and valuation
methods.

Since the introduction of SFAS No. 142, goodwill
from acquisitions has no longer been subject to
systematic amortization under US GAAP.

Under Sec. 280 (1) HGB, it is mandatory to rein-
state original values (optional for financial
assets), if the reason for an extraordinary write-

q)
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down no longer exists. Under SFAS No. 121 and
subsequently SFAS No. 144, impairment losses
may not be reversed even if the reasons for the
impairment no longer exist.

In the US GAAP consolidated financial state-
ments, amounts which result from employee
stock ownership plans are recorded as personnel
expenses/income. In consolidated financial
statements prepared according to German
accounting principles, this approach need not be
followed.

Revenue recognition differences are caused by
timing differences in the recording, recognition
and allocation of amounts paid by customers.
The related expenses are recorded in the same

way.

Contrary to German accounting principles, under
US-GAAP deferred tax assets are recognized for
future benefits resulting from tax loss carryfor-
wards.

Amounts spent on raising equity in IPOs or
capital increases were netted with the additional
paid-in capital for US-GAAP. Under German
GAAP, these costs are expensed as incurred.

Recently Issued Accounting Principles

In June 2001, the Financial Accounting Standards
Board issued SFAS No. 143 “Accounting for Asset
Retirement Obligations”. SFAS No. 143 establishes
provisions which must be observed in connec-
tion with obligations for the disposal and
reduction of property, plant and equipment.

SFAS No. 143 requires that a liability for obliga-
tions in connection with the disposal or reduc-
tion of non-current assets be recognized in the
period in which a legal or contractual obligation




occurs if a reasonable estimate of the value of
the liability can be made. The corresponding
costs for the disposal or reduction are capitalized
at the acquisition cost of the property, plant and
equipment and written off over their normal
useful life. A company should recognize the
changes in the liability due to the passage of
time by applying an interest method of alloca-
tion to the amount of the liability at the begin-
ning of the fiscal year. The interest rate used to
measure the changes should be based on the
risk-free interest rate that existed when the
liability was initially measured. The increase in
the amount of the liability is to be recognized as
an operating expense in the statement of

income.

SFAS No. 143 is to be applied for the first time for
fiscal years beginning after June 15, 2002; earlier
application, however, is encouraged. The Com-
pany plans to apply SFAS No. 143 as of January 1,
2003, but anticipates that only insignificant
effects on earnings will arise.

In April 2002, the Financial Accounting Stand-
ards Board passed SFAS No. 145 “Rescission of
FASB Statements No. 4, 44 and 64, Amendment
of FASB Statement No. 13 and Technical Correc-
tions”, which rescinded SFAS No. 4, 44 and 64,
supplements SFAS No. 13 and contains applica-
tion guidance. In accordance with this state-
ment, gains and losses from extinguishment of
debt should be classified as extraordinary items
only if they meet the criteria in APB No. 30 for
extraordinary expenses and income. The second
major change relates to lease agreements which
are reclassified from capital leases to operating
leases. Gains resulting from this reclassification
must be deferred just as with sale-leaseback
agreements and released over the residual term
of the lease. The statement must be applied for
the disclosure of debt extinguishment for fiscal

years commencing after May 15, 2002. For

income deferral relating to the reclassification of
lease agreements, application of this statement
for corresponding transactions has been man-
datory since May 15, 2002. For United Internet,
this has not resulted in any effects on net assets,
financial situation and results of operations.

In June 2002, the Financial Accounting Stan-
dards Board passed SFAS No. 146 “Accounting for
Exit or Disposal of Activities”. SFAS No. 146 super-
cedes EITF 94-3 (“Liability Recognition for Certain
Employee Termination Benefits and Other
Activities (Including Certain Costs Incurred in a
Restructuring)”) and covers recognition of
accrued liabilities for liabilities in connection
with the cessation or sale of business activities.
These mainly relate to restructuring expenses,
expenses for termination benefits and contract
termination costs in connection with restruc-
turing (with the exception of capital leases). The
major amendment to the statement is that, with
the exception of termination benefits, all
liability criteria must be met for a corresponding
accrued liability to be recognized. For termina-
tion benefits, in contrast, an accrued liability
must be recognized, if a formal resolution on the
termination benefits has been passed and com-
municated to the employees by the manage-
ment. Depending on the structure of the termi-
nation benefits, the accrued liability can either
be recognized in full upon announcement or
accumulated over the period in which the
employees affected by the termination are avail-
able to the enterprise. A new element is also that
the accrued liability must be recognized at fair
value under SFAS No. 146. The new statement
applies to exit or disposal activities commencing
after December 31,2002 and is correspondingly

implemented in the United Internet Group.



(5) CORPORATE ACQUISITIONS

DoubleClick

Effective as of January 27, 2002, the AdLINK Internet
Media Group acquired the European media opera-
tions of DoubleClick Inc., New York, ("DoubleClick”).
The purchase price was € 39.2m including inciden-
tal acquisition costs and was paid in cash. In addi-
tion to the business, financial liabilities of € sm to
other companies of DoubleClick were assumed.

In connection with this acquisition, United Internet
AG also concluded an option agreement with
DoubleClick. Under the provisions of this option
agreement, United Internet AG is entitled to sell
3,862,500 AdLINK shares, corresponding to 15 % of
the current capital stock of AALINK, to DoubleClick
at a purchase price of € 35.5m (put option). If United
Internet AG exercises the put option, DoubleClick
shall receive a call option for a further 5,407,500
AdLINK shares, corresponding to 21 % of AALINK's
current capital stock. In the event of the call option,
which is linked to AALINK meeting specific earnings
targets, being exercised at a later date, no further
purchase price shall be due from DoubleClick.

With the declaration dated January 31, 2002, United
Internet AG exercised its put option, transferring
3,862,500 AdLINK shares to DoubleClick on

February 8, 2002 and a further 5,407,500 shares to
the escrow agent, Contor Treuhandgesellschaft mbH
Wirtschaftspriifungsgesellschaft to be held in the
event Doubleclick exercises its call option.

Under US GAAP, the business acquired from Double-
Click is valued at market price calculated in accord-
ance with EITF gg9-12 Determination of the Measure-
ment for the Market Price of Acquirer Securities
Issued in a Purchase Business Combination. The
basis for this is the market value of the AALINK
shares transferred by United Internet to Double-
Click, derived from the price of the AJLINK share in
the few days before and after publication of the
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transaction (€ 2.58) and is independent of the actual
purchase price agreed for the shares between the
parties. Based on this calculation, the acquisition
cost, including transaction costs, was € 18.7m (the
calculation was based on 3,862,500 shares). The
shares are issued on the basis of the aforemen-
tioned conditions.

In carrying out the transaction, management
initially assumed that, due to the trend on the
online advertising market, AALINK would attain the
profit conditions set, so DoubleClick exercising the
call option was considered to be beyond a reason-
able doubt. As a result of the performance of the
internet advertising market, in particular in the
fourth quarter of fiscal year 2002, meeting the profit
conditions and thus also the exercise of the option
are now considered in doubt. As a result, the
transfer of these call shares and the associated
original valuation of the acquired business have
been adjusted.

The shares relating to this call option are therefore
to be considered as a contingent consideration. They
may only be accounted for as additional purchase
price, if the uncertainty regarding attainment of the
profit conditions is eliminated and the call option is
consequently exercised by DoubleClick. The shares
must be valued at the market price at that time. If
DoubleClick does not exercise the call option, these
shares will return to United Internet AG. In this
case, DoubleClick will receive no refund or com-

pensation.

Assets, liabilities and expenses and income from the
acquired business have been included in the conso-
lidated financial statements since January 28, 2002.
Allocation of the purchase price to the fair value of
assets acquired and liabilities assumed are as
follows:




€k

Cash in hand and

bank balances 1,330
Accounts receivable

and other assets 5,006
Non-current assets 602
Liabilities and other liabilities -6,830
Goodwill 18,587
Acquisition cost 18,695

Had the European media business of DoubleClick
been included in the consolidated financial
statements since January 1, 2001, this would have
produced the following financial figures (pro forma

figures):
2002 2001

(unaudited) (unaudited)
Pro forma revenues (in €Xk) 321,635 260,626
Pro forma net income (loss)
for the year (in €k) 37,022 -52,870
Pro forma earnings (loss)
per share (in €) 0.65 -0.93

In connection with the acquisition, AdLINK has
commenced restructuring activities. In this regard,
restructuring expenses of € 6,968k were incurred in
fiscal year 2002. These primarily relate to termina-
tion of employment relationships, lease agreements,
software license agreements and other expenses.
We refer to Note (19) in this context.

W+R Software

Based on the sale and purchase agreement dated
October 21,2002, 1&1 Internet AG acquired all shares
in W+R Software GmbH, Regensburg, with the pur-
chase and assignment contract dated October 21,
2002. The sale and purchase agreement became
effective on January 1, 2003. The purpose of W+R
Software GmbH is to develop software of internet-
specific desktop applications. W+R Software GmbH

developed software for sending SMS, which makes it
easier for users to send SMS via their personal
computer. The share capital of the company
amounts to € 25k. The purchase price amounts to

€ 490k and has to be paid in three installments
until September 30, 2004.

(6) CAPITAL STOCK

The Company’s capital stock was increased in May
2000 by € 38,468,218 from € 13,211,782 to

€ 51,680,000 by converting additional paid-in
capital without issuing new shares. The 5,168,000
no-par shares € 2.56 (rounded) each were rede-
nominated as 51,680,000 no-par shares each with a
theoretical share in the capital stock of € 1. The
share details were adjusted retroactively to present
this share split. All of the Company’s shares were
converted from bearer shares to registered shares.

Through partial use of authorized capital, the capi-
tal stock of the Company was increased in Decem-
ber 2001 by € 5,201,887 from € 51,680,000 to

€ 56,881,887 by issuing 5,201,887 new no-par regis-
tered shares in return for contributions in kind in
form of shares in 1&1 Internet AG, twentyghelp
Knowledge Service AG and GMX AG. The contribu-
tions have been recorded at their fair market value.

Through partial use of conditional capital, the
capital stock of the Company was increased in
December 2002 by € 300,500 from € 56,881,887 by
issuing 300,500 new no-par registered shares in
settlement of the conversion of convertible bonds
issued under the Company’s employee stock
ownership plan. The increase in capital stock had
not yet been entered in the Company’s commercial
register as of the balance sheet date. The increase in
the capital stock was entered on January 13, 2003.
The contributions made in this regard are therefore
recognized in equity under “Subscribed capital”.



Since January 13, 2003, the Company’s capital stock
has amounted to € 57,182,387, divided up into
57,182,387 no-par registered shares with a theoretical
share in the capital stock of € 1.

Authorized Capital

The Company’s Management Board is authorized,
subject to the approval of the Supervisory Board, to
increase the capital stock by May 2, 2005 by a
maximum of € 20,638,113 by issuing on one or more
occasions common and/or non-voting preference
bearer shares in return for cash or non-cash contri-
butions. The shareholders shall be granted sub-
scription rights. However, the Management Board is
authorized, subject to the approval of the Super-
visory Board, to exclude the right to subscribe in the
following cases:

= When capital increases of up to a total of
€ 5,168,000 are made, if the new shares are issued
in return for cash contributions and the issue
amount of the new shares is not substantially—
and never more than 5%—lower than the quoted
market price of shares with the same terms at the
time of finalizing the issue amount. If the
Company has acquired its own shares by virtue of
authorization under Sec. 71 (1) No. 8 of the Stock
Corporati