BellSouth Expands Latin American Wireless Footprint Through Acquisitions In Colombia.
PR Newswire, June 13, 2000

Establishes National Footprint by Completing Acquisition of Controlling
Interest in Celumovil, Causing Celumovil Purchase of Cocelco

ATLANTA, June 13 /PRNewswire/ --

BellSouth Corporation (NYSE: BLS) announced today that it is continuing to execute on its strategy to lead the Latin American wireless industry by establishing the first national cellular footprint in Colombia. BellSouth is entering the Colombian telecommunications market by closing on the acquisition of a controlling interest in cellular provider Celumovil, and causing Celumovil to enter into an agreement to purchase wireless operator Cocelco.

"With today's announcement, BellSouth gains a presence in South America's second most populous country and cements a strong partnership with Valores Bavaria S.A., one of the leading business concerns in Latin America," said Charles C. Miller III, president of BellSouth International. "We look forward to playing a central role in the future growth of the Colombian communications market."

Also announced today, BellSouth agreed to acquire the 16.55 percent of Celumovil shares held by AT&T Wireless Services, Inc. (AWE) and Chase Manhattan International Finance Limited (Chase Manhattan). These transactions along with the previously announced BellSouth acquisition of 33.8 percent interest in Celumovil, will bring BellSouth's total ownership in Celumovil to 50.35 percent. Closing on the Chase and Bavaria shares has occurred. The AWE transaction is expected to close within the next few days.

Under BellSouth's leadership, Celumovil, reached a definitive agreement to purchase Cocelco from its owners, led by a group of companies related to the Organizacion Sarmiento, the major financial services organization in Colombia. Cocelco, valued in the transaction with more than 200,000 subscribers (as of April 2000), is the leading wireless telecommunications services operator in the Western region of Colombia including the cities of Cali and Medellin.

"Cocelco has become the leading operator in the Western region because of the dedication of its employees," said Luis Carlos Sarmiento, president of Cocelco. "The entrance of BellSouth is great news for Cocelco and its employees and represents a strong vote of confidence in Colombia's economic future."

BellSouth Corporation, through Celumovil, will acquire Cocelco based on a total net company valuation of approximately US$ 370 million. The transaction is pending regulatory approval in Colombia and satisfaction of other agreed upon conditions to closing. The purchase is expected to close later this year.

Through Celumovil and Cocelco, BellSouth will cover a combined total of nearly 41 million POPs through operations in the Eastern, Western and Atlantic license regions of Colombia. With a young and growing population and with a relatively low penetration rate in the telecommunications market (14% fixed line and 5% wireless), Colombia offers significant growth opportunities in the wireless services industry.

BellSouth Is Close to Big Asset Sale
Latin American Operations Would Be Sold to Telefonica
In a $5.8 Billion Agreement
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BellSouth Corp. is near a deal to sell all of its Latin American operations to Telefonica SA in the latest signal that the largest U.S. phone companies are pulling back from global ambitions as they try to focus on the high-growth areas of wireless and high-speed Internet access.

Convinced that their landline telephone networks no longer offer a sustainable business model, the four regional Bell companies have embarked on the biggest strategic shift since the 1984 breakup of the AT&T monopoly, fueling the likelihood of acquisitions and other partnerships that will realign the nation's telecommunications landscape.

Late Thursday, Atlanta-based BellSouth was close to selling its 10-country Latin American phone division to Telefonica, the big Spanish telecommunications group, for $5.8 billion, people familiar with the situation said. The deal, if successful, would help BellSouth pay for the $41 billion acquisition of AT&T Wireless Services Inc. by Cingular Wireless, which is jointly owned by BellSouth and fellow regional Bell SBC Communications Inc. of San Antonio. But people close to BellSouth said the proceeds also would free resources to beef up BellSouth's broadband division, which executives hope will be a primary part of the company's new identity as a broad-based communications firm rather than a traditional phone company.

"Our industry and our business is going to change more in the next five years than it has during the last 20 combined," said Duane Ackerman, BellSouth's chairman and chief executive. "The environment around us is changing dramatically, and nothing can be taken for granted."

The deal also would highlight the diverging paths of European and U.S. telephone companies: In selling its Latin American assets, BellSouth joins its domestic peers in shedding international operations to focus almost exclusively on the U.S. market. Meanwhile, Telefonica and a number of the world's other largest telecom companies, such as Britain's Vodafone Group PLC, are pursuing global ambitions.

It is a conflict based in part on differences between the U.S. and other phone markets. The U.S. telecom market is highly competitive, especially in the wireless arena, while European telecom markets usually have two or three dominant players with little other competition. Moreover, the largest U.S. telecom [image: image1.png]SIGNALS IN THE SOUTH
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companies see growth by combining a multitude of communications means, including traditional phone lines, wireless, broadband and even video. By contrast, Telefonica hopes to become the leading wireless company in Latin America with the BellSouth deal, while Vodafone is betting that sticking with just wireless communications will generate the most growth.

For decades, the Bells were huge regional employers with a predictable and lucrative business. But today, as technologies such as wireless, e-mail and voice over the Internet are eroding their core business of phone lines, the Bell companies need to change quickly. Thousands of employees have been laid off in recent years, as the regional phone companies shift to high-growth areas and run their networks more efficiently.

Already, in the aftermath of the blockbuster AT&T Wireless deal, SBC and Verizon Communications Inc., the regional Bell based in New York, are in talks to sell millions of landlines for as much as a combined $9 billion, the companies say. Meanwhile, Sprint Corp. this week decided to collapse its wireless tracking stock into its main stock listing, a move many industry observers see as a signal that the company is readying itself for a tie-up with a rival.

The Bells -- the fourth of which is Qwest Communications International Inc. of Denver -- also face ever-increasing competition from cable companies, which are entering the Bells' traditional home turf of phone service and have been far ahead in signing up high-speed Internet customers through cable modems instead of the digital-subscriber-line, or DSL, access offered by the Bells. To respond, all the Bell companies are aggressively offering satellite video programming to their customers. SBC even invested $500 million in satellite-television company EchoStar Communications Corp., and the company has a broadband partnership with Yahoo Inc.

In face of the commoditization of their core fixed-line phone business, the Bells now face a stark choice: If they remain unchanged, they will turn into low-growth utility companies, carrying data and voice traffic over their networks. Alternatively, they can try to transform themselves into full-fledged communications companies, ranging from voice to data to video.

"The Bells are making major changes to redefine who they are," said Nancy Kaplan, vice president of Adventis, a telecom consulting group. "Without making these changes, they'll effectively become utility companies, and they don't want to be."

U.S. telecom companies have steadily been retrenching from foreign investments. Their forays into Latin America generally have been disastrous. Verizon sold its stake in a Mexican wireless company for $10 million plus debt after putting in roughly $1 billion in investments. MCI is in talks to sell its stake in a Brazilian operator. And AT&T Corp. wrote down its property in the region in 2002. In Europe, SBC is selling its minority stake in Belgacom SA.

Telefonica is the sixth-largest telephone operator in the world by market capitalization. Even before any deal with BellSouth, Telefonica has strong footholds in 15 countries. The deal would give Telefonica's mobile unit, Telefonica Moviles SA, more than 40 million subscribers in 12 countries.

BellSouth's Latin American operations would make a good fit for Telefonica, as BellSouth has operations in many countries in the region where Telefonica's cellphone presence is weak. BellSouth started accumulating its Latin American operations in the 1990s, and the Telefonica deal would mark a total retrenchment from the region. In a move that signaled BellSouth's strategic shift, Ralph de la Vega, the executive responsible for turning the unit around, was transferred to be the No. 2 at Cingular Wireless late last year.

Another area in which the Bells are trying to expand their presence, possibly through acquisitions, is corporate customers. BellSouth tried to strengthen its position in the business market last year when it was in talks to acquire AT&T, now a remnant of its pre-breakup self. Those talks collapsed at the 11th hour. But it is likely that one or more of the Bells could try to buy a long-distance company down the road. With the industry landscape morphing at warp speed, regulators are more likely to allow deals that once were forbidden, analysts say.

--David Pringle and Carlta Vitzthum contributed to this article.

