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RV
Exemption Number 82-4528
December 31, 2001
Writer's Direct Dial: (44) 020 7 614-2353
E-Mail: jsmall@cgsh.com
BY HAND
. . . . O
Securities and Exchange Commission o
Division of Corporation Finance s
Office of International Corporate Finance I
. )
450 Fifth Street, N.W.
Washington, D.C. 20549 o

o)
Re: Request by Vodafone Telecel - Comunicacdes, S.A. (File No. 82-4528) for
Reinstatement of Exemption Pursuant to Rule 12g3-2(b) under the Securities
Act of 1934 — Provision of Further Information

Ladies and Gentlemen:

On behalf of our client, Vodafone Telecel - Comunicacdes, S.A. (the
“Company”), we are furnishing this letter which contains certain additional information
requested by the staff of the Securities and Exchange Commission (the “Commission’) with
respect to the reinstatement of the Company as a foreign issuer which has submitted information
required by the exemption relating to certain foreign securities pursuant to paragraph (b) of Rule
12g3-2 (the “Rule”) under the Securities Exchange Act of 1934, as amended (the “Exchange
Act”). The information contained in this letter is intended to supplement the information
contained in the letter previously submitted by the Company to the Commission on December
17, 2001 (the “December 17 Letter”).

In a telephone call received following the Company’s submission of the
December 17 Letter, the staff requested that the Company provide additional information
regarding the status of U.S. holders of the Company’s ordinary shares as of April 2001. As
previously indicated in the December 17 Letter, as of April 2001, to the best knowledge of the
Company using information obtained through an investor survey, there were approximately 35
holders who identified themselves as being located in the United States (each a “U.S. holder™).
The Company hereby notifies the Commission that, according to the investor survey, these U.S.



holders held approximately 14,000,000 ordinary shares, which represented approximately 6.5%
of the issued and outstanding ordinary shares of the Company.

As previously noted, none of these U.S. holders held more than 2% of the issued
and outstanding share capital of the Company, that being the minimum percentage after which a
shareholder in a Portuguese company is required to publicly disclose its holdings pursuant to the
Portuguese Securities Market Code. To the best of the Company’s knowledge, since January 1,
2000, no U.S. holder has held 2% or more of the Company’s 1ssued and outstanding share
capital. The Company notes that it has no independent way of identifying the beneficial owners
of the Company’s ordinary shares owned by the general public, other than to the extent that
holders are required to report their shareholdings pursuant to Portuguese law. In addition, the
Company notes that it did not conduct the April 2001 investor survey, although the survey was
conducted at its request, and the Company does not have the ability to ensure the accuracy of the
survey or to independently verify the actual shareholdings of any U.S. holder.

Please do not hesitate to call the undersigned (at 011 44 20 7614 2353) if you
have any questions or require further information. We look forward to receiving confirmation
that the Company has been reinstated on the Commission’s list of foreign private issuers
furnishing information pursuant to the Rule.

Please acknowledge receipt of this letter and the enclosures by stamping the
enclosed copy of this letter and returning it to our messenger.

Sincerely,

a mes % %ﬁuﬂﬁ pig / AH

James D. Small III

Cec:

Antonio Carrapatoso (Vodafone Telecel)

Paul Roberti (Vodafone Telecel)

Manley O. Hudson, Jr. (Cleary, Gottlieb, Steen & Hamilton
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December 11, 2001 : i
i Writer's Direct Dial| (44) 020 7,6 14-2353
y y SE-N}”E ,s:#u@zph cqmu
BY HAND | 'l
! o i
Securities and Exchange Commission [ i i
v e N s i
Judiciary Plaza ! R 5
450 Fifth Street, N.W. - e
Washington, DC 20549 § ey ;.
. i ' 22 -
Re: Vodafone Telecel- Comunigac3es, S.A., File Number 82-4528; Subsequeni 3
Submission Pursuant to Rule 12g3-2(b) under the Securities xchahge Act
of 1934 | — ‘,.I
Ladies and Gentlemen, {'

]
i
|
i
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We are submitting, on behalf of our client Vodafone Telecel-Comj c;actﬁes
Pessoais, S.A. (the “Company™), in connsction with the exemption from registration
requirements pursuant to Rule 12g3-2(b) under the Securities Exchange Act of 1934 clhimed b)
the Company, the following items which have been disclosed to the public, to 1ts{secur{ty
holders, to the Lisbon and Oporto Stock Exchange and to the Comissio do Mercado de Valoreg
Mobilidrios (the Portuguese Securities Market Commission): ! ,

~-

1. Annual Report for the year ended December 31, 1996 5

!

2. Annual Report foi' the year ended December 31, 1997

Annual Report for the year ended Decemnber 31, 1998

> oW

i
l
l
l
Annual Report for the fifteen-month period ended March %1, 20b0
f
5. Annual Report for the year ended March 31, 2001 g ;
4
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|
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Securities and Exchange Cdmmission, p.2

Please acknowledge recsipt of this letter and the enclosures by datq

enclosed copy of this letter and retuming it to the waiting messenger.

Sincerely,

James D. Small I
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Luisa Pestana : Phone: l
Director, Corporate Communications and 351.91.378,5251/351.21 722 5251,
Investor Relatians : Fax: 351.21.722,5480 ' |
Telecel Comunicagdes Pessaais, S.A. Cellular: 351.91.7210105

Centro Empresarial Torees de Licboa email: pestana@telecdvodifone p‘!
Rua Tomds da Fonseca, Torre A-15* ' |
1649-032 Lisboa PORTUGAL ‘ : |

|
|
{
|
20 August 2001 ['SEC FILE NUMBER 82:4528 ] '{
|
DELIVERED VIA: DHL ;
Securities and Exchange Commission !
Judiciary Plaza
L 450 Fifth Street, N.W.
Washington, D.C. 20549
USA ;
Telaphone: 202.942.8088 ¢

1
l i
1 i
i |
| |
RE ‘Telecel - ComunicagGes Pessoals, s. A., File Number 82.4528; SubscqueLn' : ;
Submission Purseant to Rule 1233-2(b) under the Securifies Eschanfe i
Act of 1934 }
! |
)

Ladies and Gentieman, o | ‘

~ We are submitting, in connection with the exemption to registration requiremants ersuam j
to Rule 12g3-2(b) under the Securities Exchangs Act of 1934 daimed by Tdlecel - | i
Comunicagdes Pessoais, S.A. {the “Company”) the fallowing items which have been | :

|
disdosed 1 the public, to our security holders, w the Lisbon and Oporto Stock Ex htnge, 'I
N and to the Comissio do Mercado de Vaiores Mobilifrios (the Portugusse Securities Market !
oy Commission): . . J
I {
b 1
Press Release : “Telecal and ATEC launch “Digital Entrapreneur” prograrﬁ' i '
Press Release : “Telece! axpects a problem free transition into the Year 2d00“ ' ‘
Press Release : “Telacal inraduces GPRS in the year 2000 i
Press Release: “Indirect Fixed Access 1091 Telecel offers compstitive and d:\*srslﬁed 1
tarifts” P
5. Press Release : “Successful change-over to the year 2000 : : ;
|
i
‘V
I
i

Ealal e dba

i

6.  Press Release : “Talnce!'s Indirect Fixed Accass above estimation” ' ;

7. Press Release: “Talecel announces new 20PTE promotional tariff for mtemauonql calls*
8. Press Release: “Telecel starts the year 2000 with 150 roaming agreermnents”

9.  Press Release: “Indirect Fixed Access Telecel has the lowest tartfs in the marker

10. Press Release: “Telecel announces Cellular Tariffs from 4380 after first mmute” ’1

11.  Prass Release: “Telece] *nete’ portal delivers donations to two charities”

12, Press Release: “Telecal introduces a battery racycling program” ; é : i
Thow, cmm uaaf), S.a
Soide: Rum Tomas da Foraeth ||
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TELECEL ?

0 vodafo%:?
i !
13. Press Release: “Telacel extends mtemational coverage” ! ,li
14. Press Release: “Mobile operatars offer Shart Message Service (SMS) between i
networks® ‘ | j
15. Press Release: “Oni and Telece! sign & Co-operation Agreement” t
16. Press Release: “Brisa, Onf and Telece! sign an Agreement for the joint cons‘huct:on and ']
utilisation of Talecommunications infrastructures” il
17.  Press Release: “Telecel announces Eamnings for the 12 months ended December 1999" | |
18. Press Release: “New pre-paid Telecel with no recharge feas” i
18. Prass Release: “Telacel Supplies Web Tracking Raports for the *nete Portal" ‘ !
20. Press Releass: “Telece! extends international coverage” i
21. Press Release: “Telecel launches. thmml Zaro A new pre-pay proéuct with no | :
, recharge fees* , , !f
22. Press Release: "Telecel’s "click for Mozambique® l
23. Press Releasa: “Telecel awards contract to Aicatel for a Broadband Wfreless Access !i
Network In Portugal” : !
24. Press Relsase: “Tolece launches Nexinet Intemt access for companles j
25. Press Releasa: “MAL, APETRO, ANAREC and Telecal announce a Secumy in Service | !

: Stations * Agreement® h
26. Press Release: “Telecel unvails plans for Its new headquarters” ', ' 5
27. Press Release: “Telecel changes !ts strategy in foatball sponsarship® ; li

28, Press Release: “Banco 7 and Telecel announce parmership for the first uhruless on-hne il
brokerage service* i l
29. Press Release: “Telece! announces new features for its WAP service” i
30. Press Release: “Telecel launches Vitamina T with WAP* : E
31. Press Release: “Telecel leads in GPRS* : ‘ i
32. Press Release: “Telecel extends intarnational coverage” f ' |
33. Press Release: “Teiece! to broadeast Eure 2000 information” ¥
34. Press Release: “Telace! offars “Vitaminas Zaro” To Soclal Charity Instituti ns" :I
35. Press Release: “Telecel joins forcas with BlueKite.com to provide sp edier Internet .E
access” ‘
36. Press Relaase: "Telecal offers Direct Fixed Access” ' ' -
37. Telecel announces Eamnings for the 15 months anded 31 March 2000 i
38. I
39. Press Release: “Telece! *netc” has been renewed” ' ! s
40. 'Press Reluass: “Teiece! jaunches Vitamina R with WAP : ‘ H
41. Press Reiease: “Telecel launchas.the revolutionary V'rtamma He ‘ 'f
42. Press Release: “Telece! appoints a new CFO* | -
43. Press Release: “Teleca! extends international coverage to the Amenca.n dontnnem" -
44. Press Releasa: "Telecal shows CPRS* : o
45, Press Releass: "Telecal "netc® aids Portuguese Rad Cross” i i
46. Press Release: “Telece! offers 2.50 PYE/min. rate during the Summer” !
47.  Press Release: “Talecal announces First Quarter 2000 (April to june) Earnings” i
48. Press Relsase: “"netc” launches onvine Auction Service” | i
43, Press Release: “Telecs! International Youth Day” i ; 1
50. Press Release: “Telece! launches the new *“Vitamina 2ero™ ! ' P
§1. Press Releasa: “New Vitamina T with top of the range Motorala v3688* in
52. Press Release: “New WAP hostng sarvice for “netc’ Customers* u
53, Press Release: "Telecel widens its international coverage to Austna | mehtenstem ‘I(
Kosovo and Ghana” I
54. Press Ralease: “Telecal's TeIeMulnbanco service to be accessed through kNAP’ H
Camunicaches g SA
SEC Dudorure 010820 . wu;m%::?%
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33. Press Release: “Telecal appoints a new Vice President”
56. Press Release: “Telacel launches the exciusive Vitamina H to help Timor get E:Jack to
+  school (in collaboratian with Swatch)” , |

57. Press Releasq: "Telecel Rates to Australls at 35500 a minute” : b

58. Press Release: “YORN: the fist communications network for thT multtmedja
generation” : ‘

59. Press Release: “Telecal - Communication”

60. Press Ralease: “Telace! launches GPRS”

81. Press Release: “Telacel has delivered it bid for a UMTS licence”

62. Press Ralease: “Antdnio Carrapatuso is appointed 3 member of Vodafones Eubpean
Board and Panafon's Board of Directors” ‘ [ /

63. Press Release: “Talecel announcas formation of TelecalOnline” l ! !

64. Press Release: “TalecalOnline launches "Casqundal' Children's portal in Portugu i

65, Press Releasa: “CFocus and Telecel create CELFQCUS to develop CRM Iunog |

66. Press Release: “YORN Power: call from your mobile phone to all ne a'z 30
escudos per minute” : ;

67. Press Release: “Telece! Campaign in Madelra - Tariffs over 40 Iowe}r “than |
competitors i i

68. Press Release: “Talecel presents the Cellular Location Service for :ompanLes ' '

1
1
|
|
1
|

£9. Press Relaase: "Telecel widens international coverage to Chile®

70. Prass Release: *Telece! signs Direct Fixed Access agreements with Young & Rubicam ;
and Unicre” ‘

71. Press Release: “TelecelOnline launches new features in access servicis and!on the
Natc poreal” '

72, Press Release: “T elecel presents new technology at Expotalecom® . ]
73. Press Release: “Talecel and Pizza ria Brasa launch Pizza Delivery Service pn WAF i
74. Press Release: “Telecel announces First Half 2000 (April to September) E?rmn ' f
75. Press Relsass: *Telecal to give 10,000,000 escudos to charity this Christrpas” ﬂ |
76. Press Release: “Telecel launches WAP Service Customisation® . |
|
t
|

77. Press Release: “Telecel cuts Vitamina T and Vitamina R call charges”
78. Press Release: "Telacel appoints new Markating Director

79. Prass Release: “Talacel extends coverage in Morocco and the Czech Ra;‘ubluc'
80. Press Release: “Telecel Vodafone in 2001 i
. B1. Press Release: “Telacal Vodafone launchas a single roaming tarifi for Eur$ps |
- B2, Press Relaase: “YORN Super Power: speak for PTE 5 betwaan YORNS in Network 10 l
83. Press Release; “Telacel Vodafone shops receivg Quality Certificate ISO 8002 ;

84, Prass Relaase: “TelacelOnline launches “Webboom@nete” shop”

B5. Press Release: "Telecel announces Eamings for the nine months ended¥31 Décember
2000* |

B6. Press Release: "Telecel Vodafone launches Oporto 2001 on WAP* Hl |

87. Press Raleass: “Telecommunications Operators sign an agreemant for the semhg up.of | |
Fibra Optic Networks” i

88. Press Release: "TeiecelOnline creates Netsalide - Web Services er the medu:a.! i

profession” | g
89. Press Release: T elec:l Vodafone widens its international coverage :
80. Press Release: "tog 1097 Indirect Access Servics offers evan more comJemzve irates’
S1. Press Releasw: “Telecal Vodafone sets up NEXENTER - The fitst Dataanmr {
Infrastructure Provider in Portugal” |

|
82. Press Release: “Telece! Vodafone's NexFix offers the best fixed netwo rates fbr the
business segment” b

_ bvcei. Gofuererctes Pefsolds. 5.4
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‘98, Press Release: "Telecel Vodafone - GPRS new available”

- 102, Press Release: "Telecel Vodafone exclusively launches 'High Speed MobﬂJ lnte.m{-t’

TEL ECEL
0 V#daqvl 4

93. Prass Releass: "UMTS - Telecel Vodafone chooses Ericsson and Nortel* |
94. Press Release: “Telecel Vodafone - Shart Dialiing avallable in more countnef »
95, Press Release: “Telacel Vodafone - Roaming agresments with 200 intemational

operators” i '

96. Press Release: "TelecelOnline makes donations to children’'s charities®
97. Prass Release: "Telece! Vodafone renews Its spansorship of Benfica Football Club

99, Prass Releasa: "Telecel Vodafone Foundation” - |
100. Press Releasa: "YORN Sound System: mobile maga disco will bting university i

fife”
101. Press Release: “Telecel Vodafonl announces Earnings for the twelve mon enJ@ed 31
March 2001*

103. Press Release: “Telecel Vodafene Golf Classic Tournaments” |
104, Press Release: “Telecel Vodafone - First SMS Chat Service” ' :' l
105. Press Release: *2nd Telece! Vodafone Golf Classic 2001 Tournament® ‘ '

106. Press Ralease: “Telacel Vadafone launches SMS Games” .

107. Press Relsase: "Talecsl Vodafone - Nete wins Best ISP award”

108. Press Release: “Telecel Vodafone - New call centre opens in Oporto” ,
109. Press Release: “Telecel Vodatone - *Mobile PABX® launched for the first time In Europe!
110. Press Release: “3rd Telecel Vodafone Golf Classic 2001 | oo
111, Press -Rejeass: “Telecel Vodafone - Only mobile phona operator in TortugT with “

roaming in 100 countrias”
112, Press Release: “Telecs! Vodafone launches integrated Voice and Data solution® ‘
113, Press Release: “Telece! Vodafone -Reductions in cellular cammunfcan¢m tl.rLf:s for f;

companies” _
114. Prass Release: “Telece! Vodafone announces First Quartsr 2001 {Aprl to J&.m ) Results® H
115. Press Release: “Telece! Vodafone signs agresment with Vizzavi® j f :
116. Press Release: “Telecel Vodafone - Communication on Roaming® :
117. Press Release: “Telecs! Vodafone -New informatian service sspecially designled for
{ouyrists” | '
118, Presentation: “UBS Warburg European Telecom Conference 2000¢ | L
119. Prasentation; “BSCH Telecommunications and Media Seminar” : R
120. Pressntation: "Telecel 1999 Fourth Quarter Results” : !
121, Prasentation: “Telecel 2000 First Half Results”
122. Presentation: “Talecel 2000 Full Year Results”

i

| .
Please acknowledge receipt of this letter and the enclosures by dato—stzmpinq’ the enLclos'ed |
copy of this lettar, and retuming It 1o me in the self-addressed, stamped envelope. ! ,

: i

Sincerely, {7 I
: z Don
. . | [

Lufsa Pestana ‘ ||
Director, Corporate Communications and investar Relations l
Telecal - ComunizagBas Pessoais, 5.A.

. . | . | '
enclosures ' | ' { .

SEC Disciosers 030824
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Lufes Peitsng Rhone: !51.9131!.581
Dirscoar, Corporats Commumications and Izvestor Relstions Fac 381915785000
Telecal ConunicagSes Pegsanis, S.A. Collular: 351.91.7210108
Caatro Empreaarial Torrws de Lithes unsil:
Rus Tomis da Foxnreea, Torre A-1¥ ;
1649.033 Lishoa PORTUGAL !
{ L
10 December 1999 - SEC FILE NUMBER §2-4528

DELIVERED VIA: DHEL

Securities and Exchange Commission
Judiciary Plaza

450 Fifth Street, NW.

Washingtan, D.C. 20549

US.A.

Telephone: 202,942.8088

RE: TELECEL - Comunicages Pessoais, S.A., File Number 82-4528

Subssquent Submission Pursuant to Rale 12g3-2(h) under the
Securities Exchange Act of 1934 1
i
1
Ladies and Geatleman, , ' }

|

We are submitting, in connection with the exemption to registration requmdmn ]
pursuant to Rule 12g3-2(b) under the Securities Exchange Act of 1934 claimed by’

TELECEL - CorumicagBes Pessoais, S.A. (the “Company”), the iollowmg ems ’

which bave been disclosad to the public, to ows security holders, to the Lisbon {

|

|

|

|

|

|

|

|

Exchange, and to the Comisslo d¢ Mercado de Valores Mobilidrios (the! P

Securities Exchange Commission): | '

Press Ralease : “Telecel expands international coverage to Egypt and Icelm&’" '
Press Releass ; “Telucel in Malgysis” . ’
Press Release : “Talecel in Namibia and India”

Prest Reloase: “Lisbon Oceanarium and Telecel: z partnership far the pew
millennjum® ! i
Press Release : “Telecel cxpands coverage in the Azares"” , !
Press Release : “Telece] invires Portuguese architects for designing the project of
its new headquarters” ‘ o

Rl ol

o

, : é
SEC Diszlozure 951319 :
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7. Press Rslease: “Telecel expmds international coverage im U. S’& Ialy, |
Netherlands, Lethonia apd 2imbabwe™ .'
8. Dress Release: “Telecel expands international coverage in Jordan, Egypt, Ukrdine, :
Switzerland and Russis” '
9. Press Release: “Telecel Cellular Broadeast Servine d.xsplays Weather Forecast .
10. Press Release: “Telecel expands international coverage to Hawaii, Fiji IslandsJ and e
Seychelles” :
11. Prees Release: “Telacel establithes business agreement for lmnchng uchf:m ]
product”
12. Press Release: “Telecel Roaming in Malaysia” .
13. Fitss Release: “Talecal opens three new Stores io Santarém, Vumn do Ca ’f
Oeiras” &
14, Press Releage: “Telecel - Calling East Timor with 50% discount”
15. Press Release: “Telece! applies for Fixed Wireless Access”
. 16. Press Release; “Telecel in Philippines”
17, Press Release: “Telece! Cellular Broadcast covers the whole couniw Dy
18. Press Release: “Tslecel announces Total Roaming for Vitamina Custoig
19. Press Release: “Telecel Board of Management will not change” ¢
20. Press Release: “Telece! launches “nete fi” - Free Access to the IntemeiL'
21. Press Release: “Telecel - 50 % Promotion in Calls for East Timerx Ccmqnus
22. Press Release: “Telecel offers Boomerang Plus and Plan Plus Just like Optim
23.Press Release: “Short Messaging Service Becomes Available to0 All ‘1‘ ccel s
Customers” , !
24, Press Release: “Internet Access - SSM, Telece] and Temrivista sign Ag{mw ay
l

o

»

25. Press Release: “Telece! Granted Fixed Telephony License”
25, Press Release: “Tclece]l aanounces new Local Tanffs for Cellular Customm’ﬁ
27. Press Release: “Telecel launches Education Channel on netc” g =;
28. Press Release: “Telecel roaming in Saudi Arabia and Meeting Islands™ ! |
29. Press Release: “Telece! launches "CNN Mobile" and “netc mével” News Service”, |
- 30. Press Release: "Telece! announzes Third Quarter 1999 Earnings” | SRR
(. 31. Press Release: “The New Numnbering Plag in Telecel” . o
32, Press Release; “Further Details on 10 for 1 Share Split" :
33, Press Releass: “Internet Access via mobile phonss” ' : |
|

34, Pregs Release: “Telecel Launches “Casquinha” - The new catalogue oﬂ sites ax:ned
at Children in “petc™ ;
35, Press Release: “Telecel Announces "Local Plan” Tariff Rate” f
36. Press Release: “Telecal to launch free e-mail service”
37. Press Release: “Telecel launches its fixed service” ] l’
38. Press Raleage: “Telece] extends interpational coverage” i
39. Press Release: “New Vitamina R with Radio” % o
40. Presentation: “Telscel 1999 First Half Results” ' o] l
41. Presentation: “Telecel 1999 Third Quarter Results” ! . I

s&c Disclosure $91318
131299 ot 10:28 ‘ ﬁ 5 : !:
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Please acknowledge receipt of this lemter and the enclosures by date-stamping

enclosed copy of this letter, and returning it to me in the self-addressed, stang

envelope.
Sincerely,

1 | ‘ |
. ; [ A
Luisa Pestana : ) |
Director, Corporate Communications and Investor Relstions | \
enclosures !l "s
i
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TELECE {
COMUNCACOLS NISQAL, ¢
Luiss Pestana Phons: 3SLL. "

Director, Corperate Commanications sad Investor Refativns Fax: 35L1.722 L
Telees] Cosaunicaghas Pessonis, 8-A. ‘ Cellular: 351531310205 |
Centro Emprasarial Torres de Lisbes email: pastata@tzintalpt | !
Roa Tomds dn Fonsace, Torra A-15° ; { S
1649.032 Lishos PORTUGAL ' ! f:
o B
05 August 1999 SEC FILE NUMBER 82-4528 !
- | Il
| i | !
|
0
|
DELIVERED VIA: DHL y
- Securities and Exchange Commission ﬁ
Tudiciary Plaza i
450 Fifth Street, N.W. :
Washington, D.C. 20549 !
USA 1
Telephone: 202.942,8088 d
RE: TELECEL - Comunisagbes Pesigals, SA_, il unilisr szkszs. EE
! Subsequent Submission Pursnant to Rule 12g3.2(b) under !the ;
Sscurities Exchaage Act of 1934 . P
! S
Ladies and Gentleman, i 1! ;'
| = We are submitting, in connection with the exemption to registration 'cnts ' !
e pursuant to Rule 12g3-2(b) under the Securities Exchange Ast of 1934 c.lmqu by |
TELECEL - Comunicagdes Pessoais, S.A. (the “Compeny™, the following wems | |
which have been disclosed to the public, to our security holders, to the Lisbon $tock i
Exchbange, and to the Comissio do Mercado de Valores Mobilisrios (ﬁe]Pom ese: !
:
Securities Exchange Commission): ;
1. Press Releass: "Telece! launches new produst - MobiFix - nmkuve ‘f the. {
fixed network for residential use”; g
2. Press Release: "Telecel launches new Virtual Private Network soluucmks for !
corporate customers”; i [ |
3. Press Release: "Telecel announces First Quartar 1999 Eammgs ‘ il
4. Press Release: "Cell Broadcast Service accessible to over 70% of the i
Portuguese populmon", C }
S. Press Release: ¥ Antdnio Carrapatoso member of Europohm‘ *anag#mem |
Board"; !
! | .

SEC Disclosure 390605

»
05/33/98 at 19:46
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6. - Prass Release: "Telecel invests 1.7 billion PTE in two new Switches’;

7. Press Reloase: * Telecel's new headquerters in the Expp 98 area™;

8./%::5 Release: " Telecel's loyalty program Clube Viva redesigned”; | I

9 s Release: "Telecel's ™netcetera” offers innovative features to lacceaJ the -

Net and its Portuguese portal”; 5

10/Press Release : "Telece] spplies for s fixed telephony license";

11. Press Release : "Telecel launches EuroConversion Service™;

12. Press Release: "Telece] proves it bas the best offer";

13. Press Release: "Telece] offers calls in Summer Promotion”; !

14, Press Release: "Telscel simulatas Year 2000 transition in the Azores™;

15. Press Release: "Telecel anpounces First Half 1999 Eamnings"

16. Press Ralease: " Successful Year 2000 transition simulation”.

17. Presentation: 1998 Full Year Results, Bauco Finantia, March 1995"

. 18. Presentation: “Santander Seminar, Rite Hotel, May 1999 B R

~ 19. Presentation: “Telecel's Srategic Challenges — Internet, Lisbon, 15 June 1955”

20. Presentation: “Telecel in the Net, Lisbon, 15 June 1999

Please acknowledge recaipt of this letter and the enclosures by date- the
enclosed copy of this letter, and seturning it w0 ms in the self-nddrnse?, ed
envelope, :

Sincerely,

L B

Luiss Pestana '
Director, Corporate Commumcmuns and Investor Relauons
Telecel ' , .

enclosures .. Ca

SEC Disclasurs 990805
Lr
D5/08/99 at 19146




’
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RECEIFT COPY
CLEARY, GOTTLIEB, STEEN & MAMILTON L
ONE LIBLRTY PLAZA CITY PLACE HOUSE ' A [row:a {l
NEYORK. Ny1a206.1470 S8 BASINGHALL STREET 25:.“ 1&%:5?‘:3’-5 i
2000 PENNIYLVANIA AVENUE, N.W, ; §:14Z28 01 BPAGNA IF |
waBH INGTON. DE 20UD6IBE! LONDON EC2V SEH | 99147 omE :
e e M iral
RS e AR
| |
December 11, 2001 ‘f
P — Writar's Difect Diall (44) 0207 uLzass
E-Mlﬂ ismali@cgh. cdml|
BY HAND : i
‘ [
Securities and Exchange Commission e i
Judiciary Plaza “ | P ‘
450 Fifth Street, N.W. : ; |
Washington, DC 20549 w2
Re: Vodafone Telecel- Comunigaces, S.A., File Number 82-45 Subsequem
Submission Pursuant to Rule 12g3-2(b) under the Securities xchahge Act
of 1934 i ] 3 N
| | 1
L |
Ladies and Gentlemen, i !
o
We are submitting, on behalf of our client Vodafone Telecel- Comunic;atj:é&s
Pessoais, S.A. (the “Company™), in connection with the exemption from registration

requirements pursuant to Rule 12g3-2(b) under the Securities Exchange Act of 1934 claimed by |

the Company, the following items which have been disclosed to the pubhc 10 its jsecu.rity
holders, to the Lisbon and Oporto Stock Exchange and to the Comissdo do Mercado de Valores
" Mobilidrios (the Portuguese Securities Market Cormnmission): |

1. Annual Report for the year ended December 31,1996 | i
! :

2. Annual Report for the year ended December 31, 1997 f '
!

3. Annual Report for the year ended December 31, 1958 | I

s. Annual Report for the year ended March 31, 2001

A LIAT OF THE NAMES OF PARTNERS AND THEIA PROFESE IInAL SUALIPICATIONS

1S OPEN TO INGPECTION AT THE LONGON ABORESS, THEC PARTHCAS ARE EITHER GLAISTERED POREICN mhtrl oW AOLICITORS, i




Securities and Exchange Commission, p. 2 '

Please acknowledge receipt of this letter and the enclosures by datJ
enclosed capy of this letter and returning it to the waiting messenger.

Sincerely, i ;
D Smase -
N |

James D. Small T

ﬁ
|
|
}

Encloéures

stamping the| |
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Luisa Pestana , Phone: l §’
Director, Corporate Communications and 351.91.378,5251/351.21 722 5281 I

Investor Relatians Fax: 351.21.722,5480 ’ B I

Telecel Comunicages hssoals, S.A Ceflular: 351.91.7210105 n&

Centro Empresarial Torres de Lisboa email: peslana@telecelvod&fom L

Rua Tomés da Fonseca, Torre A-15* . { ‘ i

* 1649-032 Lishoa PORTUGAL - | w

| |

20 August 2001 { SEC FILE NUMBER 82:4528 i i lf
1

DELIVERED VIA: DHL |
i

Securities and Exchange Commission i

- Judiciary Plaza .

W) 450 Fifth Street, N.W. i
Washington, D.C. 20549 L

USA |

Telaphone: 202.942.8088 |

|

RE: Telece] - Comunicagbes Pessoals, S.A, Fle Number 82.4528; Subseque f
Submirsion Pursuant to Rule 12;5-2(&:) under the Sacurifies Ezchanf {

Act of 193¢ |

T

Ladies and Gentleman, o | !

! 3

" We are submitting, in connection with the exemption to registration requirements p{zrsuant i

to Rule 12g3-2{b) under the Securities Exchange Act of 1934 claimed by Telscal - ;i
Comunicagdes Pesscais, S.A. (the “Company*), the fallowing items which have been |

disdosed t the public, to our security holders, o the Lisbon and Oporto Stock Ethange, ‘l

. (’} and to the Comissio do Mercado de Valores Mobilifrios (the Portugusse Securities Market !
o Commisston): . '

Preas Release : “Talecal and ATEC launch “Digital Entrepraneur” progrard' | !
Press Release : “Telecal axpecs a problem free transition into the Year 2doo"
Press Release : “Telece! introduces GPRS in the year 2000* I
Press Release: “indirect F'md Access 1091 Telece! offers competitive and dM roified | |
tariffs” i N
Prass Release : "Su:czssfu! change-over 1 the year 2000 f s
Press Releass : “Telacel's indirect Fixed Accass above estimation” *’ ' '
Press Release: “Telecel announces new 20PTE promotional tariff for mtemauonql calls
Press Release: “Telecel starss the year 2000 with 150 roaming agrumenu' : Lk
Prass Release: “Indirect Fixed Acceass Telecel has the lowest tartffs in the marker: e
10. Press Release: “Telecel announces Cellular Tariffs from 4380 after first miute” | [l
11, Press Release: “Telece| *netc* portal delivers donations to two charities” : j

i K 0

12. Press Releasa: “Telece!l introduces a battery racycling program” ; ; : i
7.!@ Cavﬁn\w P& SA
Setie Run Tomds da Fo :

/ SEC Disclosrs 010020 Caero Erprésari! Yore b um
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13, Press Release: “Talecel axtends mtemational coverage” ;
14. Press Release: “Mobile operators offer Short Message Service SMS) between | |
networks” , ;
15. Press Release: “Onl and Telece! sign a Co-operation Agreement” |
16. Press Reisase: “Brisa, Onl and Telecel sign an Agreement for the joint comuct:on and | !
utilisation of Telecommunications infrastructures” '
17, Press Release: “Telece! announces Eamings for the 12 mronths ended December 1999" .
18. Press Release: “New pre-paid Telece! with no recharge fees” ‘ ‘
19. Prass Release: “Telecel Supplies Web Tracking Reports for the *netc Porcal" '
20. Press Releasa: “Telecs! extends International coverage”
21. Press Release: “Telecel launchas. V’tumm Zero A new pre-pay product with no
. recharge fees”
22. Prass Release: "Telecel's "click for Mozambique®
23. Pross Release: “Telecel awards contract 10 Ah:atel for a Broadband Wihless Access
Network In Portugal® ;
24. Praess Release: “Tolecel laum:hes Nexnat Intamneat accass for companles
25. Press Releasa: “MALL, APETRO, ANAREC and Telecal announce 3 Secumy in Sarvice
Stations * Agreement” i
26, Press Release: “Telecel unveils plans for Its new headquarters" - kS
27. Press Release: “Talece! changes its strategy in football sponsarship® ; !
28. Prass Release: “Banco 7 and Telece! announce partmership for the first Mrcless on-hne i
brokerage service’ . ]
29. Press Release: “Telece! announces naw features for its WAP service” i
30. Press Release: “Telecel launches Vitamina T with WAP*
31. Press Release; “Telecel leads in GPRS* )
32. Press Release: “Telece! extends international coverage” S
33. Press Release: “Talece! to broadeast Eure 2000 infarmation”
34. Press Release: “Telace! offars “Vitaminas Zaro” To Social Charity Institutidns” !
35. Press Release: “Talecel joins forcas with BlueKite.com to provide sp edner Internet
access”
36. Press Relaase: “Telecs| offers Diract Fixed Access’ '
37. Telecel announces Eamings for the 15 months ended 31 March 2000 '

i
f
|
! .
|
|

|
|
il
|
i
|

39. Press Relaase: “Telecs! 'netc® has been renewed” !
40. 'Press-Releass: “Telecel launches Vitamina R with WAP*
41. Press Release: “Telece! launchas.the revolutionary Vnamma H*
42, Prass Release: “Telece! appoints a new CFO* ‘
43. Press Release: “Talece! extends international coverage to the American dontmem"
44, Press Releasa: "Telecal shows CPRS” , o
45. Press Raieasa: "Telecal *netc” aids Portuguese Red Crcss i |
46. Press Release: “Telecel offers 2.50 PTE/min. rate during the Summer” |
47. Press Release: “Talaca! announces First Quarter 2000 (April to June) Earnings®
48. Press Reisass: “*netc” launches online Auction Service” i
49, Press Release: “Talece! international Youth Day” i ;;
50. Press Release: “Telece! launches the new “Vitamina 2ero*” ! ‘ L
51, Press Releasa: “New Vitamina T with top of the range Motorola v3688"
52. Prass Release: “Naw WAP hostng sarvice for "netc! Customers* 1
53. Press Release: "Telacel widens its international coverage to Ausma 1 Lwchtenstem, 1
Kosovo and Ghana* :
54. Press Release: “Telecel's TeIeMulnbanco sefvice to be accessed through \Wap* L
| Camunicaghes »Eﬂu. SA
u-'rm& Ponsafa i} |
Contro Empresaria) Tores {.kbu
A
nz 2700 ;
i, 1 3605 L. S| 4700 S0

SEC Dudorare 018820
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55.  Press Release: “Telecal appoints a new Vice Presidant”
56. Press Release: “Telacel launches the exclusive Vitamina H to haip Timor get biack to

- school {in collaboration with Swatch)” .
57. Press Relsase: "Telecel Rates to Australia at 35500 a minute” \
58. Press Release: “YORN: the first communications nerwork for thT mul#m;edja
generation” : '

59. Press Release: “Telecel - Communication” o | C
60. Prass Release: “Telace! launches GPRS* ' g i
81. Press Release: “Telecel has delivared its bid for a UMTS licence” E
€2. Press Release: “Antdnio Carrapataso is appointed 3 member of VodafoJa s Eubpun
Board and Panafon's Board of Directors”
63. Press Relsase: “Telece! announces formation of TelecelOnline” i
b4. Press Release: “TelecalOnline launches "Casquides’ Children’s portal in Portuguase”
65, Press Releasa: “CFocus and Telacel create CELFOCUS 1o devalop CRM sblutions”
- 66. Press Releasa: “YORN Power: call from your mobile phone t© all nstworks at 30
ascudos per minute” '
67. Prass Release: “Telecel Campaign in Madeira - Tariffs over 40 Iowqr than
compettors” ! i
88. Prass Release: “Teiece! presents the Cellular Location Service for :ompanjes ? i
69. Press Relaase: "Telecel widens international coverage to Chile’ ;J
70. Prass Release: *Telece! signs Direct Fixed Access agreements with Young & Rubicam |
and Unicre” D
71.  Prass Release: “TelecelOnline launches new features in access services and/on the | |
Nstc portal” | ,
72. Press Release: “T alecel presents new tachnalogy at Expotelecom® I . ]
73. Prass Relaase: “Telecel and Pizza r.a Brasa launch Plzza Delivery Service pn WAP* .
74. Press Release: “Telece! announces First Half 2000 (April to September) Earmings o
75. Press Relsase: *“Telecal to give 10,000,000 ascudos to charity this Chnsmras i
|

)

78. Press Release: "Telecel launches WAP Service Customisation” |
77. Press Release: “Telece! cuts Vitamina T and Vitamina R culi charges |~
78. Press Release: "Tclacel appoints new Marksting Director” ; i
79. Prass Release: “Talecel extends coverage in Morocco and the Czech Reﬁublic‘i i
: 80. Press Release: “Telece! Vodafone in 2001 Lo i
.\""k " 81, Press Releass: “Telecal Vodafone launchas a single roaming tariff for Eur&ps 4 '
o 82. Press Release: “YORN Super Power: speak for PTE 5 betwean YORNS in Neth:rk 10" | !
83, Press Release: "Telacel Vodafone shops racaive Quality Certificate ISO 1002" j

- B4, Prass Relsase: “TelecelOnline launches “Webboom@netc” shop” l !
85. Press Release: “Teiecel announces Earnings for the nine months endedfs‘l December ! |
2000* | P ;

86. Press Release: “Telece! Vodafone launches Oporto 2001 on WAP? &l I

87. Press Raleass: “Telacommunications Operators sign an agreemant for e semhg vpof | i
Fibre Optic Ngtwaorks” !

88. Press Ralease: “TsiecelOnline creates Netsalde - Web Services f:Jr the ! med»cz! i
profession” ; |

89 Press Release: "Telecel Vodafone widens its international cnverage J '

80. Press Release: “roq 1091 Indirect Access Servics offers even more com emrvelrazes _

S1. Press Ralease: “Telecel Vodafone sets up NEXENTER - The fifst Datacenuar 5
infrastructure Provider in Portugal” |

82. Press Releass: "Telecal Vodafone's NexiFix offers the best ﬁxed network rates for the j
business segment”
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93. Press Releasa: "UMTS - Telecel Vodafone chooses Ericsson and None!*
94. Press Release: “Telecel Vodafone - Short Dialling avallable in more countri
95, Press Release: “Telacel Vodafone - Roaming agreements with 200 ntcmabonal

(
M

operators” ’
86. Press Release: “TelacelOnline makas donations to chiidren’s charities’
97. Press Releass: "Telece! Vodafone renews its sponsership of Benfica Football Club“

‘98, Press Release: "Telece! Vodafone - CPRS now available” |
93, Prass Release: Telecal Vodafone Foundation’
100. Press Release: "YORN Sound System: mobile mega disco will bring university cit

life” ‘
101. Press Release: “Telecel Vodafons announces Eamnings for the twelve mont‘ws enJed 31 {
March 2001#
102. Press Release: “Telecel Vodafone exclusively launches 'High Speed’ MabﬂJ lntemi-t’ '
' 103. Press Release: “Tuiece! Vodafons Golf Classic Tournamants” : ;
- - 104, Prass Release: “Telecel Vadafone - First SMS Chat Service” I ' Co
103, Press Release: “2nd Telecel Vodafone Golf Classic 2007 Tournament” ' ;
106. Press Ralease: “Telecel Vadafone launches SMS Cames” ! !
107, Press Releasa: "Talecel Vadafone - Nete wins Best ISP award® I i
108. Press Release: “Talecei Vodafone - New call centre opens in Gporto” , z
109. Press Release: “Telecel Vodafane - *Mobile PABX" launched for the first ime in Europe® | |
110. Press Release: *3rd Talecel Vodafone Colf Classic 20017 : !
111, Press Release: “Telecal Vodafone - Only mobile phona operator in Portugal with |
roarming in 100 countrigs” 5
112. Prass Release: “Talecs) Vodafone launches integrated Voice and Data solution®
113. Press Release: “Telece! Vodafene -Reductions in cellular communicam#m wnffs for

M

|
1
!
i

carmpanies*
114, Pruss Release: “Teleca! Vodafone announces First Quartsr 2001 (April to *.me) RLsults"
115. Press Release: “Telece! Vodafone signs agreament with Vizzavi*
116. Press Release: “Talecel Vodafone - Communication on Roaming”
117. Press Release: “Telecsl Vodafone -New information service especially | deslgr?ed for
{ourists” ; i
118, Presentation: “UBS Warburg European Telecom Confarence 2000¢ l |
119. Prasentation; *BSCH Telecommunications' and Media Seminar” l
(‘ 120. Presentadon: “Talecel 1999 Fourth Quarter Results” ;
’ 121, Prasentaton: “Telecel 2000 First Half Resylts”
122. Presentation: “Telecsl 2000 Full Year Results” ‘ ;
|

I

Please acknowiedge recaipt of this letter and the enclosures by datutzmptnq the eJhcloséd
copy of this lettar, and retuming It 1o me in the self-addressed, stamped envelops. :

Sincerely,
L e
Sa

|
Lufsa Pesmna ;

Diractor, Corporate Communications and investor Relations
Telecel - ComunicacBes Pesscais, 5.A.

f
enclosures sf '
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Luft Peitans Phone: SSLSL3TESNS
Directar, Corporats Communleations sod lovester Rulations Fax: IS191378.54800
Teleeal Comanicagos Peasanis, 5.4. Colluler: 351.51.7220108
Cantry Empresarisl Torves de Lishes unall: pestaoaGielacy
Rus Tomis ds Roussea, Torre A-1S i
1643-083 Lisbsa PORTUGAL , f
! {
10 December 1999 SEC FILE NUMBER §2-4528

-l ! i

DELIVERED VIA: DHL

Securities and Exchangs Commission
Judiciary Plaza
450 Fifth Street, N.W.

US.A.
Telephone: 202,942.8088

RE: TELECEL - Comunicagdes Pessoais, S.A., File Number 82-,“528;
Subssquent Submission Pursnant to Rule 12g3-2(b) under the
Securities Exchange Act of 1934 ' z
| {
Ladias and Qeatleman, 1

We are subminting, in connection with the exemption to registration uircn{m
pursuant t0 Rule 12g3-2(h) under the Securities Exchange Ast of 1934 ¢laime; by
TELECEL - Cormunicagbes Pessoais, 5.A. (the “Company”), the following items
‘which bave been disclosed to the public, to ous sscurity holdess, to the Lisbon
Bxchange, and to the ComissBo do Mercado de Valores Mobilidrios (the’ P

Securities Exchange Commission): S ‘

1. Press Release : “Telecel sxpands int:rmoul covesage to Bgypt and Iccland’" '
Press Release ; “Telecel in Malaysia” ) ’
3. Press Release : “'Telecel in Namibis and India”
‘4, Prest Release: “Lisbog Oceanarium and TeleceL a partership fcr the oEw
~ millennjum” ; |
S. Press Release : “Telccel cxpands coverage in the Azores” , '
6. Press Release : “Telecel invires Ponguese architects for designing ﬁic project of

its new headquarters”

SLC Discloyure 991319 ' :
L ‘ :
161298 97 27:58 ‘ i
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7. Press Release: “Telecel expands imtermational coverage in U. S‘ A, Haly,-
Netherlands, Lethonia aad Zimbabwe” o
B. Press Release: “Telecel expands international coverage in Jordan, Egypt, Ulcaine,
Switzesland and Russia” f
9. Prass Release: “Tejecel Cellular Brosdeast Service displeys Weather Foree :
10. Press Release: “Telecel expands international coverage to Hawaii, Fiji Islands) and
Seychelles” x
11. Press Release: “Telece] establishes business agreement far launcl:nnx mlq.sm D
product” !
12. Press Release: “Telecel Roaming in Malaysia” , ' C ]
13. Préss Release: “Telecel opens three new Stores i Sanm-ﬁn, Viana 4o ¢ '(‘ g |
Oeiras”
14, Press Releage: “Telecel - Calling East Timor with 50% discount™
15. Press Release; “Telecel applies for Fixed Wireless Access™
16. Press Release: “Telecel in Phifippines”
17. Press Release: “Telece! Cellular Broadcast covers the whole coundyOn.:
18. Press Release: “Telecel announces Total Roaming for Vitamina Custdig@
19. Press Release: “Telecel Board of Management will not change” &
20. Press Release: “Telece! launches “netc fri” - Free Access to the Inmef’
2]. Pess Release: “Telecel - 50 % Promotion in Calls for East Timex Contjnues'’
22. Press Release: “Telacel offers Boomerang Plus and Plan Plus Just liks Optim
23.Press Release: “Short Messaging Service Becomes Available to All T ecei i
Customers” , '
24, Press Release: “Internet Access - SSM, Telece! and Terravista sign Ag.}ecmmv ]
25. Press Release: “Telecel Granted Fixed Telephony License” o
26. Press Release: “Teloce] aanounces new Local Tariffs for Cellular Customm" C !
27. Press Release: “Telece] launcbes Education Channel on netc” SR
28. Press Release: ‘Telecel roaming in Saudi Arabia and Meeting Is!ands" ! |
29. Press Release: “Telece! launches "CNN Mobile" and “netc mével” Newa Service” i
30. Press Release: "“Teloce! announces Third Quarter 1999 Earnings” e
31. Press Release: “The New Numbering Plag in Telacel” : S
32, Fress Release; “Further Details on 10 for 1 Share Split” , |
33, Press Ralease: “Internet Access via mobils phones” : |
34, Press Release: “Telecel Launches “Casquinha” - The new catalogue of sxtcs cd !,
at Children in “petc™ .
34, Press Release: “Telece] Announces "Local Plan" Tariff Rate” !
36. Press Ralease: “Telecel to launch free e-mail service” !
37. Press Release: “Telece! launches its fixed service”
38. Press Raleage: “Talece] extends international coverage”
39, Press Release: “New Vitamina R with Radio® !
40. Presentation: “Telscel 1999 First Half Results” -
4. Presentation: “Telecel 1999 Third Quarter Results”

n

BI:C Disclosure 991230
131299 at 10:23

|
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|
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|

1 i i date-stamping| the |
Please ackmowledge receipt of this 1engr and the enplosms by : |
enclosed copy of this letter, and returming It to me in the self-addressed, mfp“

envelope.
Sincerely,

Lo B

Luisa Pestana .
Director, Corporate Commmications and Investar Relations !
Telecel

enclosures

SEC Disclorure 991210
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TELECE

Luins Pustans 4
Director, Corperate Commanications and lovester Rdn’ann : o
Telecs! Comunicasdas Presoais, 5-A. Cellular: 3515312320205 -
Centre Empraarial Tarrss de Lishas f :
Rua Tomés de Fonsaca, Torms A-18* }

1645-083 Lishoa PORTUGAL :

j
05 August 1999 SEC FILE NUMBER 82-4528

DELIVERED VIA: DHL

Securities and Exchange Commissios
Judiciary Plazs

450 Fifth Street, N.W.

Washington, D.C. 20549

US.A

Telephone: 202.942.8088

RE: TELECEL - ComunicasSes Pessoais, S.A, Filh Nugiiér szl«sszs.
' Subsequent Submission Pursuaxt to Rule 12g3-2(b) under !the

Securitics Exchaage Act ol 1934 i

!

o

Ladies and Gentleman, i !
i = We are submitting, in connection with the exemption to registration ents
pursuant to Rule 12g3-2(b) under the Securities Exchange Act of 1934 claimed by’

TELECEL - Comunicasdes Pessouis, S.A. (the “Company’”), the buoyan

which have been disclosed to the public, to our security holders, to the Lisbon tor.k
Exchange, and to the Comissio do Mercado de Valores Mobilidrios (1he|Po
Securities Exchange Commission);

1. Press Releasa: "Telece! launches new produst - MobiFix - mmh:ve zf the.
fixed network for residential use”;

2. Press Release: "Telecel Isunches new Virtual Private Network soluuonE for
corporate customers”; , ( .

3. Press Release: "Telecel announces First Quarter 1999 Eammzs \

4, Press Relsase: "Cell Broadcast Service accessible to over 70% of the

Portuguese populmon".

S. Press Release:  Antinio Carrapatoso member of Europolitan's *mg%ment;
Board";
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CBUUNRACOLr PETSEATT, 44,
§. - Press Release: "Telecel invests 1.7 billion PTE in two new Switches™;
7. Press Release: * Telecel's new headquarters in the Expp 98.area”; |
8./525 Release: " Telecel's loyalty program Clube Viva redesigned"; |
8

8 Release: "Telecel's "netceters” offers innovative features m laccess‘ the

Net and its Portugunese portal’; |
10/Press Release : "Telecel spplies for s fixed telephony license”; '
11. Press Release : "Telecel launches EvroConversion Service®;

12. Press Release: “Telece] praves it has the bast offer”;

13. Press Relzase: "Telaco] offers calls in Summer Promotion";

14. Press Relcase: "Talecel simulates Year 2000 transition in the Azo
15. Press Release: "Telecel announces First Half 1999 Earnings"

16. Press Release: ¥ Successful Year 2000 transition simulation”,

17. Presentation: *1998 Full Year Results, Banco Finantia, March 1999 |
18. Presentation: “Santapder Seminar, Rit2 Hotel, May 1999”

19. Presentation: “Telecel's Stategic Challenges — Internet, Lisbon, 15 fune 1§99" '

20. Presentation: “Telecel in the Net, Lisbog, 15 June 1999 |
Please acknowiedge receipt of this letizr and the enclusures by date-std
enclosed copy of this letter, and returning it 10 me in the self-nddxessed,
envelope. |

Sinserely,

Lo R

Luisa Pestana '
Director, Corporats Commumcmans and Investor Relations
Telecel
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December 11, 2001 !

i . Writer's Dipsct Dial| (44) 020 mwms
E-Nhﬂ jemel@cgsh. cs:nu,
BY HAND =]
Securities and Exchange Commission { T i
Judiciary Plaza A

450 Fifth Street, N.W. o ; ;
Washington, DC 20549 i

Re: Vodafone Telecel- Comunigacdes, S.A., File Number 82-4528; Suhsequent 4'
Submission Pursuant to Rule 12g3-2(b) under the Securities xcha#:ge Actl |

of 1934

\
L._

1 —
|

i
| !
| :
Ladies and Gentlemen, g

E
!
|
I

We are submitting, on behalf of our client Vodafone Telecel- Comumc;afzées
Pessoais, S.A. (the “Company™), in connection with the exemption from registration
requirements pursuant to Rule 12g3-2(b) under the Securities Exchange Act of 1934 clhimed by ||
the Company, the following items which have been disclosed to the public, to 1ts|securiry |
holders, to the Lisbon and Oporto Stock Exchange and to the Comiss3o do Mercado de Valores
Mobilidrios (the Portuguese Securities Market Commission):

1. Annual Report for the year ended December 31, 1996

2. Annual Report for the year ended December 31, 1997

3. Annual Report for the year ended December 31, 1998

i
|
;
!
f
4. Annual Report for the fifteen-month period ended March %1, zobo ’ i
5. Annual Report for the year ended March 31, 2001 ! { |
| |
!

l
l
|
l
|

& LIAT OF YHE NAMES 8P PARTNERS AXD THEIA PADFERSIONAL DUALIPICAT ONS
1S OPEN YO INGPEETION AT THE LONGON ADORESS. THE PARTHNECAL AAE TI17RER ALQIBTCRED PO NEIGN LA"‘T.I oW 48LICIYDO RS,




Securities and Exchange Commission, p. 2

Please acknowledge recsipt of this letter and the enclosures by datJ-stambmg'the

enclosed copy of this letter and returning it to the waiting messenger.

|
|

Sincerely, | |
|

James D. Small 1T '
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Luita Pestana Phone: ”,
Director, Corporate Communications and 351.91.378.5251/351 .21.722 5251' I

Investor Relations Fax: 351.21.722,5480 P l

Telecel ComunicagGes Pessoals, SA Celflular: 351.91.7210105 | N

Centro Empresarial Torres de Lishoa email: peshna@telecelvodiione P!‘ i

Rua Tomis da Fonseca, Torre A-15* ! | P

' 1649-032 Lisboa PORTUGAL | ‘ | ‘;;
P -l '
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20 August 2001 [ SEC FILE NUMBER B82:4528 i j) ,
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DELIVERED VIA: DHL I

Securities and Exchange Commission il

—_ Judiciary Plaza .

) 450 Fifth Street, N.W. !
Washington, D.C. 20549 g

USA a
Telaphone: 202.942.8088 !

it

RE: ‘Telecel - Comunicagbes Pessoais, . A., File Number 82.4528; SubanueLn H
Submission Pursuant to Rule 1255-2(b) under the Securities Exchan;e i

Act of 1934 il

.' I

. SR

Ladies and Gentieman, ‘ , l

. i

" We are submitting, in connection with the exemption to registration requiremants p{:rsuam L

to Rule 12g3-2{b) under the Securities Exchangs Act of 1934 claimed by Tdlecal - | {{
Comunicagdes Pessoais, S.A. {the “Company”), the following items which have been |

disdosed t the public, to our security haiders, 10 the Lisbon and Oporto Stock Exrhange. ‘l

Y and to the Comissio do Mercado de Valorss Mobififrios (the Portuguese Securities Market i
e Commission): . :

-

Press Release : “Teleca! axpects a problem free rransibon into the Year 2000“
Press Release : “Telece! intraduces GPRS in the year 2000*

Press Release: “indirect Fixed Access 1031 Telece! offers competitive and dMarslﬁed
tariffs” y
Press Release : “Succassfu! change-over 1 the ysar 2000 } .
Press Release : “Telacel's Indirect Fixed Accass above estimation’ ! i ‘
Press Release: “Talece! announces new 20PTE promotional tariff for mtematlongl calls* ‘
Press Release: “Telecel starss the year 2000 with 150 roaming agreemenss” S
Prass Release: “Indirect Fixed Accass Telecel has the lowest tariffs'in the marker '
10. Press Release: "Telecel announces Callular Tariffs from 4380 after firsy mmute" !
11.  Prass Release: “Telecel *netc* portal delivers donations to two charities” ; L I
12. Press Release: “Telecs! introduces a battary recyding program” ! -‘

Press Release : “Telecal and ATTEC launch “Digital Entrepreneur” prograrﬂ" B I

o

wo N
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13. Press Release: “Telacal axtends mtemational coverage” ;i
14, Press Relaase: “Mobile operators offer Short Message Service | SMS) between | ‘
networks” , | '
15. Press Relaase: “Oni and Talece! sign a Co-operation Agreement” I
16. Press Release: “Brisa, Oni and Telecel sign an Agreement for the joint cons‘h'uct:on and (
utlisation of Telecommunications infrastructures”
17. Press Release: “Telece! announces Eamings for the 12 months ended De:ember 1999" .j .
18. Press Releasa: “New pre-paid Telecel with no recharge fees” : !
19. Prass Release: “Telacel Supplies Web Tracking Raports for the *netc Portal" ' g
20. Press Releasas: “Teleca! extends international coverage” .
21. Press Release: “Telecel launches. V'urnlm Zero A new prepay product with no
. recharge fees” !
22. Press Release: *Telece!'s "click for Mozambique® o
23. Prass Releasa: “Telecel awards contract to Alcatel for Broadband Wﬁ'eless Access ;i
Network In Portugal® ' :
24. Prass Rejease: *Tolecel launches Nexinet Intsmgt access for ‘companies”
25. Press Releasa: “MALl, APETRO, ANAREC and Telecal announca a . Secuﬁfy in Sarvice
Stations * Agreement” . !
26. Press Relgase: “Telecel unvaeils plans for Its new headquarters” o L
27. Press Release: “Telece! changes Its strategy in foatball spansarship® ; 1!
28. Press Release: “Banco 7 and Telecel announce parmership for the first wmless on4|ne i
brokerage service” i ‘ ‘
29. Press Release: “Telece! announces new features for its WAP service” . f |
30. Press Release: “Telecel launches Vitamina T with WAP* 2
31. Press Release: “Telecel leads in GPRS* | r
32. Press Release: “Telece! extends intarnational coverags” ! A
33. Press Release: “Telecel to broadeast Eure 2000 infarmation” 1
34. Press Refease: “Telece! offars “Vitaminas Zaro” To Soclal Charity lnsﬁmjns" ‘ T!
35. Press Release: “Talecel joins forcas with BlueKite.com to provide sp i
access”
36. Press Release: “Telecal offers Direct Fixed Access” ‘ ' .
37. Telecel announces Earnings for the 15 months ended 31 March 2000 "
38. :
39. Press Release: “Telecel *netc” has been renewed” ' f S
40. 'Press Releass: “Taiecel Jaunches Vitamina R with WAP* ; ‘ g
41. Press Release: “Teiacel launchas.the revolutianary V"namma b '
42. Press Release: “Telecel appoints a new CFO* -
43, Press Release: “Telece! extends international coverage to the Amencan C‘ontmenr" R
44, Press Release: *Telecal shows CPRS* . ol
45, Prass Ralease: "Telecal "netc® aids Portuguese Red Cmss" i 1
46. Press Release: “Telece! offers 2.50 PTE/min. rate during the Summer” - i
47. Prass Releasa: “Talecal announces First Quarter 2000 (April to june) Earminge” i
48, Prass Raiaass: “*netc” launches amline Auction Service” i i
49. Press Releass: “Talecel International Youth Day” i P
50. Presc Release: “Telecel launches the new “Viamina 2ero*” !
51. Press Release: “New Vitamina T with top of the range Motorola v3688” . . i
52. Press Release: “New WAP hosting service for "netc’ Customers” i g
53. Press Release: "Telecel widens its international coverage to Austria, l mehtenstem, |
Kosovo and Ghana® i

34. Press Relsase: “Telecal's TeleMulhbanco service to be accessed through WAP“ ' ”
. Camvunlcagles 'I% SA
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55 Press Release: “Telecal appoints 3 new Vice President” { ‘ :
56. Press Release: “Telacel launches the exclusive Vitamina H to halp 'ﬁmo} get +ck to ||
- school {in collaboration with Swatch)” ’ | !
§7. Press Relsasa: "Telecel Rates to Alstralla at 33500 a minute” } L ;
58. Press Release: “YORN: the first communications network for thT mult*media y
generation” - ' | o
59. Press Release: "Telecal - Communication” ! | i
60. Press Release: “Telace! launches GPRS” ( ! i
61. Press Release: “Teloce! has delivered its bid for a UMTS licence” | |
62. Press Ralease: “Antdnio Carrapatoso is appointed @ member of VodafoLe's Eubpun 1
Board and Panafon's Board of Directon” | , f
63. Press Release: “Telece! announces formation of TelecelOnline* i l I
64, Press Release: “TalecalOnline launches *Casquides’ Children’s portal in P nugudse |
65, Press Releasa: “CFocus and Telacel creaie CELFOCUS to develop CRM sblutions” !
66. Press Release: "YORN Power: call rom your mobile phone to all networkd a 30 i
escudos per minute” f
67. Press Release: “Telecel Campaign in Madeira - Tariffs over 40 Iow%r than i'
compettors” ! I
68. Press Release: “Talecel presents the Cellul:r Location Service for companjes” ;
9. Press Release: "Telecel widens Interational coverage to Chile” :
70. Prass Release: “Telece! signs Direct Fixed Access agreements with Young & Rubncam ‘;
and Unicre® '
71. Press Release: “TelecelOnline lnunches new features in access servicis and|on the
Natc poral” | ‘
72. Press Release: “T alecal presents new technology at Expotalecom” ’ i
73. Prass Relaase: "Talecel and Pizza nia Brasa launch Plzza Delivery Service bn WA LP" ||
74. Press Release: “Telecel announces First Half 2000 (April to September) E?rmng ;i
75. Press Releass: “Telecal to give 10,000,000 escudos to charity this Chnstrrras i
76. Press Release: "Telecel launches WAP Service Customisation” [ !
77. Press Release: “Telece! cuts Vitamina T and Vitamina R call charges” | ‘ |
78, Press Release: "Talacal appoints new Marksting Director
79. Prass Release: “Talscel extends coverage in Morocco and the Czech Reﬁublnc‘ |
80. Press Release: “Telecel Vodafone in 2001* |
B1. Press Relsase: “Telecel Vodafone launchas a single roaming tariff for Eur*pe i ’
B82. Press Release: “YORN Super Power: speak for PTE 5 batwaan YORNS in Netwerk 10° |
83. Press Release: “Telace! Vodafone shops racerve Quality Certificats (SO qDOZ” | |
B4, Prass Relsase: “TelecelOnline launches “Webboom@nete” shop” l |
B85, Press Release: “Telecel announces Eamings for the nine months ended| 37 December - ”
2000° | |
BE. Press Release: “Talecel Vodafone launches Oporto 2001 on WAP? [
87. Press Releass: “Telecommunications Operators sign an agreemant for the serting up of |
Fibre Optic Networks” b i
88. Press Release: “TelecelOnline creates Netsalide - Web Services fdr the !medical | | |
profession” : i e :
89 Press Release: Telecel Vodafone widens its international caverage J : Lo
80. Press Release: "tog 1091 Indirect Access Servics offers even more com emrve,razes . ]‘
81. Press Release: “Telecel Vodafone sets up NEXENTER - The fist Datacenter| |
infrastructure Provider in Portugal’ | l
92, Press Release: “Telecel Vodafone's NexiFix offers the best ﬁxed netwark rates for the | !
business segment” » il .
ebes P iy SA
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93.
94.
85.

86.
97.

‘98,

93.
100.

101.

102

103.

104,
168.
106.
102,
108.
108.
110.
11,

112
113,

114,
115,
116.
117,

118.
118.
120.
121,
132

Please acknowledge receipt of this letter and the enclosures by da:ntamplnq the eJicIoséd !
copy of this letter, and retuming it 10 me in the self.addressed, stamped envelops. :

Sincerely, !
T2 S
| Sa = ,

Lufsa Pestana

TELECEL]

Press Releass: "UMTS - Talecel Vadafone chaoses Eficsson and Norel* | l
Press Release: “Telacel Vodafone - Shart Dialling available in more countries”

Press Release: “Telace! Vodafone - Roaming agreements with 200 numah'onal

operators” |
Press Release: "TealecelOnline makas donations to children's charities” '
Press Releasq: "Telecel Vodafone renews Its sponsoarship of Benfics Feotball C)ub+
Press Release: "Telacel Vodafane - GPRS now available” |

Press Release: "Telecel Vodafone Foundation” FL '
& zo

Prass Release: "YORN Sound Systam: mobile mega disco will bring university c

life”

_Press Release: “Telecel Vodafons announces Earnings for the twelve mom}ws enJed 31
March 2001
Press Release: "Telecel Vodafoue exclusively launches ‘High Speed' Muble Intem‘-t"

Press Release: “Taiece! Vodafene Golf Classic Tournamnants®

Prass Release: “Telecel Vodifone - First SMS Chat Service”

Preas Release: *2nd Telece! Vodafone Golf Classic 2001 Tournament’
Press Release: “Telecel Vodafone launches SMS Cames” i
Press Release: "Talecel Vodafone - Nete wins Best ISP award” !
Press Release: “Telecel Vodafone - New call centre apens in Oporto® ‘

Press Release: “Telece! Vodafone - "Mabila PABX® launched for the first time in Eurape®

Press Release: *3rd Talecel Vodafone Colf Classic 2001

Press -Rejease: “Telecel Vodafone - Only mobile phone operator in Portugal with

roaming in 100 countrias”
Prass Release: “Teleca! Vodafone launches integrated Voice and Data solution?

Press Release: “Telecel Vodafone -Reductions in cellular commumcat@nl s for

companies’ .
Press Release; “Telece! Vodafone announces First Quarter 2001 (April to J‘p.me Results* !

Press Reiease; “Telece! Vodafone signs agreement with Vizzavi®
Press Relsase: “Telecel Vodafone - Communication on Roaming”

Presi Release: “Telece! Vodafone -New mformahon service espeaa]ly'desngned for

tourists” | !
Presentation: “UBS Warburg European Telecom Conference 2000¢ I
Prasentation; “BSCH Telecommunications and Media Seminar” : i
Presentation: "Telece! 1999 Fourth Quarter Resuhs” ;
Prasantation: “Telece! 2000 First Half Results” I
1
{
|

Presentatian: “Telecsl 2000 Full Year Results”

Director, Corporate Communications and investor Relations
Telecal - CamunicagBes Pesscais, 5.A. . !

enclosures
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TELECEL,

COMUNEACS T NEIOUE

Luire Peitsng Phone: !51.9131!.581
Dirsctor, Corporate Commumications sod Investor Relatinus Fax: 3S191ST8.5400
Telecal ComunicacSes Pessonis, S.A. Coliulars 381917210108
Coatro Bmpresarial Torrss de Lishes emall:
Rus Tomis da Fousees, Torre A-18° i
1649-083 Lishoa PORTUGAL , l

H i
10 December 1999 SEC FILE NUMBER §2-4528

DELIVERED VIA: DHL

Securities and Exchange Commission
Judiciary Plaza

450 Fifth Street, N.W.

Washingtan, D.C. 20549

US.A

Telephone: 202,942.8088

RE: . TELECEL - Comupicaghes Pessouis, S-A., Fils Number 8244528;

Subssquent Submission Pursaant to Rule 12g3-2(b) under the
Securities Exchange Act of 1934 :
: I
Ladies and Gentlemnn,

We are submitting, in connsction with the exemption to registration mrenimn
pursuant t0 Rule 2g3-2(h) under the Securities Exchange Act of 1934 olaim by
TELECEL - CommumicagBes Pessosis, S.A. (the “Company™), the folloynng items
which have been disclosed to the public, to our sscurity holders, to the Lisbon Stock
Exchange, and to the Comissio do Mersado de Valores Mobilidrios (the! Portuguuc
Securities Exchange Commission): ,

l

1. Press Release : “Telecel expands international coverage to Egypt a.ndIceland"!

2. Press Release ; “Telecal in Malzysis” ) )

3. Press Release : “Telecs! in Namibis and Indis”

4. Fress Release: “Lisbon Oceanarium and Telecel: a partnership fcr the new
millenninm®

5. Press Release : “Telecel cxpands coverage in the Azares” , ’
6. Press Release : “Telecel invites Portugusse architects for designing the pmject of

its new headquarters”

gcnuuw. 931919 ;
151295 y2 217:55 i i
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7. Pregs Release: “Telecel expands intermational coverage im U. S’ A, ] y.
Netherlands, Lethopia and 2imbabwe” i

8. Dress Release: “Telecel expands international coverage in Jordan, Egypt. Ukmme,
Switzerland and Russia” ,

9. Press Release: “Telecel Cellular Broadeast Service displeys Weather Forecas?

10. Press Release: “Telece! expands international coverage to Hawaii, Fiji IslandsJ and
Seychelles” -

11. Preas Release: ‘Telece] establishes business agreement for launcknng exclisive | Co
product” ! i

12. Press Release: “Telecel Roaming in Malaysiz” ‘ C

13. Piess Release: “Telecel opens three new Stores ip Santaxém. Viana do Casjef§ g ,
Ociras™ g :

14, Press Release: “Telecel - Calling East Timor with 50% discount”

15. Pregs Ralease: “Telecel applies for Fixed Wireless Access”

16. Press Release: “Telecel in Philippines”

17. Press Release: “Telece! Cellular Broadcast covers the whole coundy oy,

18. Preas Release: “Telecel announces Total Roaming for Vitamina Custoe s

19. Press Release: “Telecel Board of Management will not change” X

20. Prass Release: “Telece! launches “netc fri” - Free Access to the IntemﬂL’ \

21. Press Release: “Telecel - S0 % Promotion in Calls for East Timax Continues™Y.

22. Press Release: “Telecel offers Boomerang Plus and Plan Plus Just like qum

23.Press Releass: “Short Messaging Service Becomes Awvnilable to g
Customers”

24, Press Release: “Intarnet Access - SSM, Telecel aud Terrivista sign Admw |

25. Press Release: “Telecs! Granted Fixed Telephony License” ' i

26, Press Release: “Telocel smnounces oew Local Trfs for Celluler Custérs”] | |

27. Press Release: “Telece] launches Education Channel on netc” - ;

28, Press Release: “Telecel roaming in Saudi Arabia and Meeting Islznds” f |

29. Press Release: “Telece! launches "CNN Mobile" and "netc mével” Newa Service” . i

30. Press Release: “Telscel announses Third Quarter 1999 Earaings” k ’ '

31. Press Release: “The New Nurbering Plag in Telecel” : - i

32, Fress Release; “Further Details on 10 for 1 Share Split” !
33, Press Raleass: “Internet Access viz mobile phonss™ o I
34, Press Release: “Telecel Launches “Casquinha” - The new catalogue oﬁ' sites mmed j gi
at Children in “netc™ L
35, Press Release: “Telece] Announces “Local Plan” Tariff Rate” : ]

36. Press Release: “Telecel to launch free e-mail service” ! ’
37. Press Release: “Telecel launches its fixed service” ‘
38. Press Raleage: “Talece! extends international coverage” ‘
39, Press Release: “New Vitaming R with Redie” : j
40. Presentation: “Telecel 1999 First Half Results” - .
41. Presentation: “Telecel 1999 Third Quarter Results” i

. !

SEC Distlosure 991218 |
w ‘ N
1371299 at 10:28 : S !:
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|
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TELECEL

Please ackmowledge receipt of this ietter and the enclosures by dato-stampms

enclosed copy of this letter, and retuming it to me in the self-addressed, stampad

envelope. :
Sincerely,

Lo %

Luisa Pestana .
Direstor, Corporate Communications and Investar Relstions !
Telecel

enclosures
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Lujn Pestans

Director, Corporsts Commanicstions snd Investar Rdlﬁon L
Teiecsl Camunicagdes Peasonis, 8.A. : 351931310105 ¢
Centro Empruarial Terres de Lisbas !
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TELECFE

COMUNELCO PESDAS,

Ros Toowds dn Ponsace, Torra A-15° ; !
1649-032 Lisboa PORTUGAL ‘

05 Augast 1999 SEC FILE NUMBER 82-4528 |

DELIVERED VIA: DHL

Securities and Exchange Commission
Judiciary Plaza

450 Fifth Street, N.W.

Waskington, D.C. 20549

US.A

Telephone: 202.942.8088

RE:

TELECEL - Comunicases Pessoals, S.A., File Nm*m 82/4528;
Subsequent Submission Pursuant to Rule 12:3-2(1:) under -‘the
Securities Exchange Act of 1934 ‘ j

Ladies and Gentleman, i |

We are submiting, in connectian with the exemption to registration ents
pursvast to Rule 12g3-2(b) under the Securities Exchange Act of 1934 qud by
TELECEL - Cormunicasdes Pessoais, S.A (the “Company’), the following items
which have been disclosed to the publie, to our security holders, to the Lisboz Stock
Exchanpe, and to the Comissdo do Mercado de Valores Mobiligrios (the)Porm ese:

Securities Exchange Commission):
1. Press Releasa: "Telece! lmunches new produst - MobiFix - numhnve t.f the.
fixed network for residential use®;
2. Press Release: "Telecel launches new Virtual Private Netwcrk soluuou; for
corporate customers”, - |
3. Press Release: "Telece] announces First Quarter 1999 Ea.mmzs !
4, Press Relsase: "Cell Broadcast Service accessible to over 75"/: of the
Portuguese populmon",
S. Press Release: " Anténio Carrapaioso member of Europolitan's l*!anag#mant‘
‘Board";
SEC Disclosare 950505
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6. - Press Release: "Telecel invests 1.7 billion PTE xntwo new Smt:.hes; ;

7. Press Release: " Telecel's new headquarers in the Expp 98.area";
8./%:5 Release: " Telecel's loyalty program Clube Viva redesigned";
9

Net and its Portuguese portal”;
10.Press Release : "Telece] applies for a Sxed telephony license";
11. Press Release : "Telecel {aunches EuroConversion Service”;
12. Press Release: "Telece] proves it bas the best offer”;
13, Prass Release: "Telece] offers calls in Summer Promotion";

14. Press Releass: "Telecel simulatas Year 2000 transition in the Azores";

15. Press Release: "Telace] anpounces First Half 1999 Earnings"

16. Press Releass: * Successful Year 2000 transition siraulation”.

17. Presentation: *1998 Full Year Results, Banco Finantia, March 1999
18. Presentation: “Santapder Seminar, Ritz Hotel, May 1995

19. Presentation: “Telecel's Strategic Challenges - Internet, Lisbon, 15
20. Presentatjon: “Telecel in the Net, Lisbon, 15 June 1999

Please acknowiedge receipt of this lettar and the enclasures by date-
enclosed copy of this letter, and retirming it 1o me in the self-nddms
envelope,

Sinzerely,

L B

Luisa Pestana '
Director, Corporate Commummcns and Invemr Rehuons
Telecel :

enclosures .. T
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08
REPORT OF INDEPENDENT
ACCOUNTANTS

To the Shareholders ot
Telgcal ~ Comunicacbes Pessoals, S.A.

1. We have audited the acoomparnylng consoldated
talanca sheet of Teleca! = Comunicagdes Pessoals, S.A. as
of March 31, 2001, and thg reiated consolidated state-
ments of income (by nature and by functions) and cash
flows for the year than endsd. These cansolidatea financiai
statements are the rasponsibiity of the Company's Boara
of Dirctors. Our responsibllity 8 10 express en opinion on
these consofidated financial staternents basad on our audit,

2. We coenducted our audit in acsordance with gengrally
accapted auditing standards n Porugal. Those standasds
raquire that we plan and psriorm tha audh to obtan rea-
sonable assuranee about whether the consolicated finan-
cial sratements are a9 of matarial misstgternent. An audih
INGludas examining, on = 165t basis, evidence supporting
the amaunts and disclosues in the consolidsted finangial
stgternents. An audlt also includes gssessing the accoun-
ting principles used and gignificant estimates mads by
managemsnt, 85 well as gvaluating the oversl consofidated
finahcial statement presentation. Wo balieve that our audit
provide a reasanabis basis for cur oinion,

| TELECEL VODARONE | AEMOAT AND ASCOUNTE 2050 | INTIEPENOGNT ASCOUNTANT'S GAWNIGN AND GTHER LERAL NITES |
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3. in our cpirion. such consoiidated financial st::fmanm
present faidy, (n ali matans raspects, me consglidated
financial position of Telecal ~ Comumcacbes Pessoais, S.A.
as of March 31, 2001 snd the consolidated resujs of its
oparations and 1ts consolidated cash fiows fEr the year than
endad, in conformity with ganerally accedtad mummg
principles in Portugal. |
4. As mentioned in Note 14. of the consolidated fnsncial
stgtements, Telecal - Comunicagdes Pessoais, S.A has
changed for statstory and tax raponting purpgses its
atcounting period. Sueh change was effactive sinch 1 ARl
2000. Thersfore. the Company has aqted 1o [present
income siatements oy naturs and By functions) for the
folowing petiods: () 1 Apri 2000 to 31 March 2001: @ 1
Aprl 1963 to 31 March 2000 (unaudited); @) 1 [Jenuary
1899 to 31 March 2000. The financlal statemsnts for the
fiteen momth pericd camprisad hetwaen 1 Janudry 1898
and 31 March 2000 ware audited by arother frm who
iasyag thair report on 16 May 2000. :
(

DELOITTE & TOUCHE
July 3, 2001
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STATEMENT OF INCOME BY FUNCTIONS
FOR THE FINANCIAL YEAR ENDED 31 ‘
MARCH 2001
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NOTES ON THE FINANCIAL
INFORMATION PRESENTED IN EURCS

Qe |
ALTERATION TO THE FINANCIAL A\'LID
REPORTING YEAR

The finanzial information presented n ewres in this rapont
compligs with the Agoounting Diradtive no, 21 with regard
1o accounting of effscts of introducing the euro, approved
on 29 Ccrober 1887 by the Accounting Standardisation
Commission, snd the Recommendations from the
Portuguese Sscurities Market Commission concerning
Financlal Information Disclosed by 'ssuing Entitiss.

For accounting purpesss the bass cumrency of Telscel
Vodafone 13 the escudo. The financial information
presented in euras in the text and the financial statements
with regard t0 2001 and pravious years is pravided only for
ihe convenience of readers and is based on lhe fixed
converslon ratg of PTE 200.482 10 EUR 1. Tha values in
8uros resUlt girgetly from the application, kne by ling, of tha
alorementionad rate and the rounding ruies in force. There
may be small difterances detwsen the sums of the pans
and convened 10%ls or between ratios calculated befors or
aftar the conversion of the respective factars.

Tha replacamgnt of historical valuds in sscudos with auros
must be interpretad as infarmation disclosad only of an
indicative nature and not as reprasenting, or able 1o repre-
sent, the values in euros on the dates referred to,

i
In accorgance with current Iagisiaticnl. and Ter duly

obraining 1egs! approval, Telace! Vodafone afiered its
financial ang reporting year to the period running from 1
April 1o 31 March in ordar 16 coincide with|the inancial year
and reportmg policies of its major Sha!ehotdsr. Vodsfone.

Owing t0 this alteration, the year 1eb9 exchhonaer
included five guarnars as the yaar of transmon running frem
1 January 1988 10 31 Mareh 2000. Theremre Rist
to note that. unless otherwise stated, ai ref
ygar 1898 made tmroughout this Repon and
cover the period from 1 January 1989 !q 31
and not the usual calendar year, f

The year 2000 is the first year that the Company has
adopted the new financial period. Theratofa this Repon and
Accounts concerns Telacel Vodatone's acﬁvi:/p in the
twelve monthe endad 31 March 2001.
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NOTES ON THE FINANCIAL ST. ATEMENT S FOR THE FINANCIAL YEAR ENDED 31
MARCH 2001

{Amounts exprassed in thousands of Portuguess Escudos)

INTRODUCTION

TELECEL - Comunicagas Pegsoaia, 8.4 (“Telace! Vodafene* or the “Company”) was founded en 15 May 1391, and
provides principaily mobils taiscommunication services under 3 15 yaar licanse gramed on 18 Qctoper 1981, by the
Portugusse Governmant through the Poruguese Insiitvle of Communicstions (ICP). The business activity of the Company is
sublact to the tenms of this license, :

On December 1398, Telechamada - Chamada da Pessoas, S.A. was mergad into TELECEL - Comunicagdes: Pmsoa;s SA,
the affective mergsr date baing retrospactively applied to 3 January 1998: All assets and liabilities of the acquired entlty weh
ransferrad {0 Talecs! Vodafone based on the ralated book valua as at 31 Dacernber 1887.

As a result of the marger, Teloce! Vodatone began provicing paging senvices thet were prgviousty prwded by the cqu\red
subsidiary, Followmg approval from the ICP on 27 October 1988, the origing! 15 year license granted o Teischamada on 29
Apfit 1992, 10 provide direct paging services, was transfarred to Telecel Vodatane. This new business activity ¢f the
Company ic subject 10 the tarms of this license. :

in arder ta compiete !ts offar of mabile leiscommunications services, Telecel vodafons appiied to the IGP for
ncaneas for mdlracx fixed teleprione seMcas #nd tor direct fixed telaphana services using FVA (Fued qute'ss Agc

sem’cas started at the date of the licansa. whereas the airect 80CaSS sandce thrcugh Telecel v::dulona‘s fixad nef
FWA (Fixed Wirglass Access) as the main suppon, started pilot opgrations in Jung 2000.

in June 1999, Telace! Vodalone started its Internat oparations @5 3 senvice and contsnt providsr. Tha succass of the new
sctivity. together with the need 19 specialise the commarcial exploiation of each af the business areas. lad to the craation on
9 October 2000 of a wholly awned subsidiary, TELECELONUNE - Comunicagbes e Servigos, S.A,, for the estabishment,
managemert and operstion of ielecommunication infrastructures, the supply of telacommunicalion senvices pnd the
developmant, management and oparaton of interactive content and sarvices, TelecelOnline hias a share capial oS mifion
owrds (PTE 1,002,410 thousand), raprasented by § milign shares with a nominal valye of 1 euro each. i t

The share capital is magde up of cash and assets:

- 545,804 auros (PTE 109,424 thousand) m eash;

- 4,454,196 eurcs (PTE 882,985 thouaand) thraugh a transfer of fixed assets related to the activiies to be developdd by the
company in the intamet sactor

The fixed asssts used by Telecs! Vodafone for the cash pay-up of TelecalOntine share stack can be summarised a8 follows:

| TREEE. VODAFONE | RERCAT AND ACCOUNTS 2000 | NOTES ON THE FNANGIAL STATEMENTS |
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As pant of Telecet Vodafones continuing stretegy ta position itseil as an integrated operator of el unicatjons and

information senvices, on 24 Oeteber 2000 Telece! Vodafone and Clocus - Solugdes de Markaling, S.A. ed CELFOCUS
- Soluges Informaticas para Telecomunicacdes. S.A., s joint vanturs for the davelopmant and marksting of Gustormer
Ralation Managament [CRM) solutions for the telecommunications sactor at both national and intarnationd) lavs!. Celfocus
nas a share captal of 100,000 suros (PFTE 20,048 thousand) represanted by 100,000 nominal shares with ancm\n value of

1 euro sach, of which Telecel Vaodafone halds 45%. Celfocus’ share capital was fully peid-up in cagh at the date of the
memorandum and articies of association.

The need to optimise the role of information technology (M as a support for the telfecommunications MArket was dtam
tactor behind Telecs! Vodafone's decision 0 taks an 80% share in NEXENTER ~ Centros de Tscnobgm da Int rma;éo
S.A., incorporatad on 22 february 2001, an IT senvica providar whose functions include the rnanagsmenz of T} support
infrasiructures, the technical management and operation of information systems and the supply and !manag ent of
conneclivity to access sotware applications in the systems under its respensibility and the managemsm of computer
cperations, bath in-house and at the premisas of business partners. Nexenter has a share capital, fully Dald-up in cash, of

2,500,000 aurcs (PTE 501,205 thousand) represented by 2,500,000 shares with a nominal value of 1 eurc dach. Naxenter's
oparations stared up on 1 Aprll 2001, ’

! |

In order 10 maintain a leading positian in the Portuguess celiufar phone market through the motile-Intemet :'mnverg ce ang
UMTS deveiopment in Portugal, on 29 Septamber Telecal Vodafane appiled for 3 UMTS licanse, granted by a Govemmant
Act on 19 December following the call for tandar for fout nationwide UMTS lcanses for the mobie imamationat
tslecommunications systams. The licanse has a3 15-year duration, anding on 11 January 2018, and Telecst Vodafo & will be
subject thraughout to the lagal obligations In force for the operations licensed. ' |

, .
As of January 2001, Telece! associated its brand with Vodafons, thus mfigcting the Cempany's relamam with the
woridwids mobile semmunications lsading Group. i ‘
The fallowing notes are numbered in accordance with iha Portuguese Official Plan of Aczounts (POC) apgroved b Decr'ae

Law no. 410/88, trom 21 Novermber, and modified Dy Dacras Law no. 238/81, from 2 July. The note nurnbers thqt are Aot
included relate to notas that are not applicable,

l
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{ - INFORMATION ON THE COMPANIES INCLUDED IN THE CONSOLIDATION AND OTHERS

NOTE 1
COMPANIES INCLUDED IN THE CONSQLIDATION

capftal held by Telecal Vodafone on 31 March 2001, can Ds summarisad as tollows;

b sharp |

|
! 1
'

S ’
- Tolaces voostcrs | Canadl |
Campany Haad office ™o et ‘ ﬁ
. i
Pwert Canpary . : Lo
TeosiOnine « CerTLrICEDiNS ¢ Garags. 5.4, Usoen 100% nc't |
Neusnuw = CArIRY 48 Tachoiog 88 intormecas. S4° Lisegn o Endty .
* Acinized WOrWd on | Aoe 1083, !
. | A
NOTE 3 ! ' ;
ASSOCIATED COMPANIES
énmpmy Haad office m“m'm' Caraal j I
Caltos - S0 Niammiticus o Teommuacecins, §A Utz 2% Eouty .
NEmic - Gosthc ¢ Pratacin do Senigat ne dme 08 S8 L2 e, 5.4 Useart % 01!

The griy case whers Telece! Vodafone has an indirect participation on 31 March 2001 comesponds ta TelaéclOnﬁne's ghare

in {he capdal of Netsadoe, 1

Natsalde only started itg activities in Fetruary 2001, and thersfore the cost method was ueed 1o accoun for that in
since using the equity mathod would be materially irrelevant within the consolidatad finarkial statements 1aken as §

NOTE 7

AVERAGE NUMBER QF PERSONNEL

The average numbsr of parsonnsl in tho companias included in the consalidation in the periad from 1 April 2000 to
2001 was 1,742 (01-04:1993 to 31-03.2000: 1,584 and 04-01-1988 to 31-03-2000: 1,5827.

vastmiem

|

|

|

l

!

: 1 '

}

E
awho!je. ;
' i

|

P{Mafrch i

| TELECR. VODAYONE | AEPORT AND ACTOUNTS 20K | NOTES ON THG FRNANDAL STATEMENTS |

TELECFL
- a———

O wiets




Jl viie,

TELECEL T
—
Q vedutons

RAS 92

LUUL 1u.Jd0 vaLAAl Vuliaeiaes ol i

Mo mamel W sadsales woe v

i - INFORMATION RELATING TO THE CONSOUDATION METHODS o

' L
NOTE 12 ‘ !
DATE QF THE GONSOLIDATED FINANCIAL STATEMENTS ‘

The consoiidatsd statements for the Group rafer 10 the parent Company's annual statements, Le. thay arL ing 1 the
pariod from 1 Aprii 2000 10 30 Margh 2001 (see Note 14). ' l

With the axcaption of Nexentar, which only started its activitias on 1 April 2001 and which will have an aémMg period
equivalent to the parent Comgany, al associated companias ars includad in the consolidatsd financial s\{utema by e
squity method; for those that have an accounting periad coinciding with the calendar year, ang in order 16 agjust thel figunes

in the consoligatad financial statements the carryover of resuits obtainsd during Telecs! Vodafones accountmg iofd was
13ken iNto assount, i

The adjustments mada have no Significart influence over the information prasenied in the consoidated fnancial staemens.
NOTE 14 l
COMPARATIVE FIGURES '

Following the merger on 30 June 1989 between the Vadalona Group Ple and Ar Touch Communications inc., th ma;crny
stockholder in Telecel Vodafena changed ite trading name to Vadafona AirTauch (Europe} B.V.. On 4 Sap 2000,

through & change in the mamarandum and articlas of associatian, this denomination was changed to Vodafone Eufope q V.
(saa Note 57).

i 1

Dus to the standardigation of acsounting policies with the Vodafone Group and tha raquirament of oonsohdated ermadon
for Group reparting purposes, whieh differs from the annual reponting date normally used in Forugal, Talecel one

successfully appliad to the Portuguese Tax Authorities for the adoption of a tax accounting period differsnt lrom the ca(endar
year periog. l

Following this change. Telacal Vadafone adopted a 12-moenth accaunting period beginning on 1 April 2000, The agjustmént
of this to the Company's pravious pracadures means that the accounts oresented harain, refening 1o the pericd ending 'on
31 March 2001, are shown In camparison both to the previous Unaudited padad from 1 Agil 1889 to 31 Mérch 2000 and to
the previous audited period of 16 months from 1 January 1888 to 31 March 2000, subsequent 1o which Telecal Viodafane
adjusied s accounting period. According 1o the expianation given as regards the parent Company, the subisidiarieg ussd lan
accounting period comaspending to the one Lsad by Telecal Vodafons (see Nots 13). "] ‘

The Company is fully convinged that the use of an accounting pericd that is not equivalent to the catandér year it whlch
refiects the twa-ssason tendancy characterising the activities of Telece! Vodafone will nat ragult in any distortisn in tha
analysis of tha Company’s results. sinca most of tha above mantionsd davistions stem fram narmal growth in activties. i

Afthough the periot anding 31 March 2001 will bp the firgt in which Talecel Vedafone prasents cone:oﬁdatad ﬁnanz':sal

statements, the Company considars that the vaives presened fof this period are In every significant respest com abie to

e valuss presented in the previous financia! ysar for the same periag sines, as stated in ths “introgduction” 10 m:Ta notas,
L]

the Internst activity whish led to the creation of TalacslOnline on 8 Octabar 2000 was @iready conducted by tHa parént
Company. i !

|

i
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NOTE 18
CONSISTENT USE OF VALUE CRITERIA

The main valuation criteria used for the praparation of the consolidated fnancial Statamants. as described in Note
consistant for all companies included in the censalidation,

NOTE 18

" CRITERIA USED FOR THE ACCOUNTING OF INVESTMENTS IN ASSOCIATED COMPANIES

thersfors the amounts relating 10 acquisition of such investmeants was increased or reducsd by tha proportional

Investments in essaciated companies are accounted for by Telecel Vodafone m accordance with the equity i:ﬁwod.

3l ara

cunts

corrasponding to the nel results for the nericd, both as financial gaing or losses and as agdjustments to the share Xakan n

associstad companies,

The shars heid by TelecelOnline in Netsaude s, in that company's financial statemants, accourmed for at aequm!iﬂ gost,

Nglsaude was created v Fedruary 2001, and its movement until 31 March 2001 was oracticaly non-existant, ther

ore Nt

justifying the use of tha aguity method,
The capital shara subscribed but 88 yat unpaid an 31 March 2001, corespanding o the Groups partcipauon in Natsadde,
is accounted under the heading *Cther creditors”, as ‘Sharshoiders — Payable subscribed snares®, with a3 vaiuej of PTE
112,270 thausand,
The most ralevant information availabie as regards 1o the associated companies financial situatlon and  activities d:.rring the
period ending on 31 March 2001, and consolidated by the equdy methad, are as follows: :
’ Sencions  Sharhoiders Mo ronm s
°°'“:'_f'“' Fand cice 31002001 aquity $1-03-2001 Nas-20m t3)
Cafenus’ Lrston 000 072 084 o
Narenier [ &1 205 01208 [, )
21253 857 ) DEN
' The BTG Dwen ar Sathrus 8t 10 DO W 58°GS i o0 31 &m&mnnmw.am1
Summary of the financial information:
. - 37103.2001
CalPocus” Nexpriay
Aslanas Dast .
Nel W 154,008 L oF- ]
ataad 144, | :
Sanrose’ Sy wan ' kn 208
Dy Cazka 000 801,208
Sitermant of income f
nowre 1.8 ¢
Conté 140,453 !
Nat Resitis - s0m ,
| TELECEL VOOARONE | MGAORT AND ACEOUNTS 2000 | NOTES ON THE SIVANGIAL GTATEMENTS |
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1V - INFORMATION RELATING TO COMMITMENTS

NOTE 22 .
LIABILITIES RESULTING FROM UNDERWRITTEN GUARANTEES

On 31 March 2001, guarartees underwrittan by Telecel Vodafone can be summarised as folows:

_________ — LI G
Heading Vpue
Ly O atisd i ALY ]
Revab 058
zho
T 408,336

V - INFORMATION RELATING TO ACCOUNTING POLCIES

NOTE 23

BASIS OF PRESENTATION AND SIGNIFICANT ACCOUNTING PRINCIPLES AND POLICIES

accounting polcies used in the financial statements are consistent amongst he companiae included in cohsohda‘

The significant acceunting principles and policias used for the preparation of the financial staternents are gs fallowt:

a) Recognition of revenuas and expenses i
t

Revenues and exponses are rocarded on the accrusl basis,

t
Reverues for tglgcommunications sarvicas are recognised when eamed. These services ars Hlied on' & mon
thraughout the manth. Unbilled revenuas from the date of the last billing cycle to the end of the month ard gstimal
on actus! volume and are accrusd. Differances betwsan astimated and actually biled revenues, whrch have
sigrificant, are recognised in ths following periad. :

b) intangible assets ' i
intangible assets are racorded at cost and consist principally of the fallowing capitafissd costs ang expedwses {i)

expensss Incurred during the Company's start-up period, (if) expanses related to the development of the netwerk,
relaled o the submissicn of the tander for a license to operata as a mobile telecommunications cperatex, fixed op

Intarnet provider (Iv) expenses which are directly related to the development of the Company's commercial opertions; v) |

costs incurreg with the extenaion of the mitial warranty pericd of the network sguipment, (Vi) expenses reiatad to the
support of the development and optimisation of the natwark operatians, (vii) lsase line instailation fass and (vm) co!
to promotiengl camegigns 1ar new ousinesses and acauiring new Custamers. .
The amcrtisaton policy is dirsctly related to the nature of the costs Incurred, as fallows: ‘

- The tendsr costs are amortised an a straight-line monthly basis over tha period of the ficense (15 years), |

fhly basis
ad based
ot mﬁﬂ

onira:ting
(il costs
rator and

technica!
sts related

« Tha remaining intangibie assets are smortised on a straight-line monthly basis over 3 to S years, dependmg on thgir naturn

and commencs from the date on which the ¢osts are incirred.
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i
c) Fixed assets ’
Fixed ssge1s are statsg at cost. Recurring maintenance and repair costs are charged as an gxpanse in the ;:ieriod in ‘Wed;;
Significant enhancemants and improvaments are capitaiised. Fixad assets are deprecisted on a straight-fing monthy basis
from the date on which the asasts are placed in operation, The rates uses ars dafined in Decreesiaw 2/80, fof 12 Jrnuary
and approximate the usaful ivas of the related assats as follows: : '

|
i

:
----- sane =

: Usanat 2ye fyoars}
Buitings and clher conenciere | m'uri‘
Losyes ; %
Sovwen ' 3
Orwe ‘t 11
1

{
i

applications) scquirad up to 31 December 1995 was calculated ascording to Hhe compound imersst method. As of 1 January
1998, given thg Company's developmant both in terms af number of services users and volume of telecommuy L
reception ang transmission equipmant, the Company decided to apply theg straight-ine methed for the calculavo of the
depraciation of tangible fixed assats acquirad atter that dalg.

! i
Cepraciation of the tangible fixeq assais diracty ralated to the talacommunizations netwark (with the exception of Iﬂwm

As g rasult of the comtinuous technologioat innovation, management ravised with efect from 1 January 1996. the estimated
useful life of the telscommunications network software from 8 to 3 years. Accordingly, af acquiations suhsequedt 10 C'\ﬁ
Dacembber 1095, are depreciated over 3 ysars agplying the siraight-ine mathod, and depraciation rates for n,fwu« ftware

until 31 December 1955, have been ravised prospectively, the efiact of which was recorded in “Other provisions” (see Note
48). ,

Withim ita cora activity, Telecst Vodafone capitaiises cellulsr phones for replacamant at Custormarigval whila the eq;inmeﬁt
owned by the Customer is under repeir by the manutacturer. Givan the electronic eguipmant obsplgscance lridexas pgether
with tha fast rate of degradation of aquipmsnt supporting this activity, Telecal Vodafone regquested and omannad from the
Tax Administration approval 10 use 8 digressive tax refef for thosa assets, while maintaining ther usetui ffe penod {&|years).
i Do
d) Minancial investment ;
| :,
Financial investman heig by Telecel Vodafone in agsociated companies are eccounted for by the aquity methed. with the
exception of Netsalds for which the cost method is used.

Valuss refating to financial investments in other companies are at cast, ;

e) Financial leasing ; :
Asgsts aequired under financa laase cantracts are aceountad for as fixed sssets, and the obtigations under tha finame lsasas
which carrespond to the prasant value of the lease payments, ars recorgded as a liablity (fixed agsats suppnars) {see otn 47)-

1) inventories i i (
| : .
Invertories are stated at the lower of cast ar net reslisatle value. The cost is detarmined using the avarage 'cos‘t methad. .

¢ ! !

| S
!

Accrued expensss anc inceme Includs expenses and raverues That are accrued in the current reporting Dlmd d WmGh
will De paid e recaived in aubssquant reporting pericds. Prepaid axpansss and deferrsd incoma include expensu de and

g) Aceruad expensas and income, prapaid expansas and deferred income

rsvenues billed that will pe recognised as expenses and incoma In subseguent repoming Penods. f

!
- ]
| TRECE VODARONE | AEPORT AnD ASCOUNTS 2000 | NOTES ON THE BNANCIAL STATEMENTS | i

:°~%

P

LM mm o mmme— e

“_R_;_"_‘_.;‘_ ——

i
i




Jio wiv,

vELeCEL T
avunhm

PAG 68 ;

PRVEVIRN T

Oy
L&Y

) . e~
L R b T S B TN P N I P R

h} Customer controsts

Diract costs of astuiring Customars under a contract 10 remain with the Cempany for a specific paricd of time are|deferrad
and amortised over the pericd of the contrac [see Notes 45 and 85). . :

I} Provision for doubtfu! dabts

The provision for doubtiul dedts is stated st the amount consicerad necessary 1o cover potantal risks ¥ the co\#eeiion‘ af
accounts recaivable balances.

j} Prerational program

in 1988, the Company davelopad a bonus schams for Custormers bassd on the value of airtime usage from 30 June 1997
in which access paints gre awardad for various promotions. The Company set up 8 provision for the related 8 to'he
incurred based am the estimatsd volume of aitims points usages, Glven that the Company has maintained this & mmercial’
stratagy, the initial estimation, which was reinforead throlighout the several sccounting periods, is agjustad bOth as & function
of the forecast usage of paints by the subscriters and of their astimated useful fe. i :

k) Stock option plan

Uabiities related with the Stock Optisn Pian for Management Board membars and managerial staft (see Notas 45 gnd GO)
376 3cCruad as expenses cn 8 proportional basis, taking into cansigeration the periad of tima during whigh the opt
acquire the attributed Telece! Vodafons sharas are vesied. The sccrual raprasents the diferenca between the m rket pnce
of the reigted shares and the exercise price (e Note 23 n). ;

1) Income taxes

The Company is subject 1o corporation tax in accovdance with Porluguese corporstion tax legisiation {sea-Note

Unti 31 December 1997, tha Company dig not account for deferred taxes. However, from 1 January 1868, and in
with the International Accounting Standard no. 12 (revised), witich was adopted by thg Company following imp!
of the Portuguase Accounting Direstive no. 18 1n 1938, deferred taxes are provided for temporary diffarances anising fromithe
racognilion of income and expanses {or financial rapcriing and for income tax purpRSses in ditfersnt financial years|isas Note
£8).

Ouring the period ended on 31 March 2001, 8nc according fo the generally accepted accaunting principies whichi are ar the
core of tha Company's finencial stajements, Talecel Vodatons chose to account in an adequately sapardia manner for
deferred taxes (asaets and liabiities), under the headings "Accruad Income” and “Accruad Expenses” (ses Notes 53 and a9).

m) Penaion scheme !

In May 1938, Telece! Vodafane sat up a defined contfibution pansian scheme covering all empioyees. The Gompanys |

'

pensian cost for the year is the amount effactivaly contributed into the pansion Fund (see Note 81}, |

n) Own shares
Foliowing intemal directives from the Vodafore Group, Telecel Vogatone acquired own shares on the stpck matket d\lnng
the pericd ended an 31 March 2001, with a view to ownmg the full stock of shares ccmmmad under ditlerant stock odtien
plars (868 Notas 23 K, 5B and §0).

This acquisition of own shares fulfils et the lsgal requirements of apglicable corparate legislation (Pmuguese Compeny Cdde),
and aceounting was dona in compliance wiih the dichotomy foreseen under the Official Accounting Pian bemeqn the face
valus and premiums and discourts.
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NOTE 24 !
ASSETS AND LIABILITIES DENOMINATRD IN FOREYGN CURRENCIES ;
oo

In aecordance with Accounting Qiraetive no. 21, relatad to the actounting offacts of the Intraduction of tha: euroielocai
Vodafona has convarted o escudos all assets and liabiities danominated in a foreign gurrency at the Balance sheet data|
using the triangulation with the auro conversion rate. T
The resutting exchange gaing and losses are recordad in the statement of income,
|

Vi - INFORMATION RELATING TD CERTAIN HEADINGS !
i

NOTE 25 i
INTANQIBLE ASSETS i
. |

i

|
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NOTE 27 ‘ I ;
FIXED ABSET MOVEMENTS ; ‘
| : i 4
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2000, by FTE 510,186 thousand.

Addftional informatian related to tangible fxad asssts: ' L

..... . ccemnams

A e amagis 1 IV DROIHNG 16 (D padtee ! .
Networs EnDrEN 30 237487 A7 50 4t

NOTE 28
CAPITAUSATION OF INTEREST ON PINANCING OF FIXEC ASSETS

In the period ended 31 March 2001, a8 in cther comparabla periods, Talece! Vodatana did not capttalise interest ralaled o
the finanging of fixed assets during the construction phase.

1
I
!

NOTE 32 . !
EXPLANATION £OR EXTRAORDINARY PROVISIONS RELATED TO CURRENT ASSETS

The in-house commarcial and logistical rationslisation that took place during the period ending 31 March 2001 allowsd
Telocel Vodafana 1 gignificantly optimisa invantory ratation levels ang thus recduce tha pravisions for their cover. Glvan this
fact, the Company reduced provisions for invamory depreciation, aimad for covering the technological and commerclal deval-
ustion of phone and pegsr invertories (see Note 46), by PTE 445,740 thousand. in the squivalent 12-month pariod ended
31 Mareh 2000, this provision was increased by PTE 421,748 thousand and in the last 1$-month pafiod, ended on 3} March

in the 12-month pariod ended 31 March 2001, the Company destroyed obsolats invantories amounting 10 PTE £92,394 thou-
sand (01-04-1899 10 31-03-200Q and 01-01-1888 1© 31-02-2000: PTE 418,240 thousand}. : Co

!
NOTE 38
SALES AND SERVICES RENDERED 8Y ACTIVITIES

The net sales and senvices provided, was as fcliows:

-----

. 01-04-2000 N8 | AR
Actiwty B NOLN 10 IN0SW00, o 71032000
S of st wel saemires 187608 . {u.nm
Sonvices provaes Arcs cihare : 18450608 127,818.92] 4.3 T

BN S GO SRR ) L A ABRZT M4 101 Aot i
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NOTE 38 | :
REMUNERATION OF THE MANAGEMENT BOARD ‘
t

Tha rgmungration of the Company Management Boarg was as foliows:

aareesens ]
01.04.2000 0L | ONNI050
L2001 o NAIRG 34052000

CLTTETETA R T TR 2T
'

MENSQOTENY it (Sa8 Nowas €0 ano 613 R 5.‘% 7R
: .
1
NOTE 44 |
INTEREST AND OTHER SIMILAR FINANCIAL EXPENSES AND INCOME ! ' !
i . ;
} s
| .
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NOTY 45
EXTRAORDINARY RESULTS
t
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NOTE 48 .
MOVEMENT IN PROVISIONS
............ eondsnnsersnsves - ceavsanuves
Cpaning OEaNce h-mpa
21-03-2000 Incrasse Docroase . Trwler | .h3-2001;
Provision v Gouis assounts eavedis Nols 20) 0.085.000 18,7 5200 nsad0
Oumr omumons 2058984 800210 ADSTQ A9 44t
Provinon & rvenitres dayacann Now 25 3477208 YR ] \ 185087
s nsmm 3406348 X e el

“Cthar provisions” inciude (I} 3 provision of PTE 2,888 thousand (31-03-2000: PTE 62,843 thousend) to cover ina

rasponsihiiities relates 10 a stock option pian for the Board of Management mambers and for the manageral of the

Company (sas Netes 23 k and §0), (i) a provision of PTE 857,231 thousand {31-03.2000; FTE 735,834 thousand) to cover
costs to be incurrad with promotional program (sse Nate 23 §), (i) a provision of PTE 880,583 thousand (31-03-2000: RTE
432,580 thousand) 1o cover costs of contingent liabilities in connection with the activation of Customers, as raf in Note
82, and (V) a provision of PTE 1,180,000 thausand (31-03-2000Q; PTE 250,000 thousand) 1o cover the whmated dapreciarion
of the Cus&cmer telecommunications biling systam.

The change in the provigion stated under (i) during the two pgriods under review rasults from the change m markaL value of
the sharss indexed 1o 8 stock option plan for memiers of the Board of Dirsctors and the Company's managerial jstaff (see
Notes 58 and 80). '
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- The allowancs for doubtful accounts reoalvable is based on tha gstimated risk ralated to calisction of thase acoounis at the

o mer e amm e A mem e N vea - - -

The mevernert during the period for tha reductian in the amortisation of the telecommunications netwark softwarg, stated -

unger the heading 'Provigions* with an amourt of PTE -307.918 thausand {01-04-1998 to 31-03-2000. PTE -457,128
thousand and 01-01-1999 to 31.03-2000: PTE -584,588 thousand) (see Note 23 ¢j, which was transferred from *Othér
provisions” to “Tangible fixed assats - plant and squipment®, is shown in the above table under the heading ‘Transter.

endd of each pericd.

)
i
~ | |
The amount of PTE -541.220 thousand shown undar “Provision for doubtiul sccounts receivable’, "Oscrease” in the abova
table reistes to the cancelisticn of fully provided ciaims basad on the measures for simpiffication of pengmg 'egdl cases
foreseen under the 2000 State Budget and Dacrea-Law 114/38, of 4 May, :

NOTE 47 )
FINANCIAL LEASING ' ‘ ‘

On 31 March 2001. assets undar financia! laasing wers as inilows:

Huading Qross vaiuy Wc“'"‘“"‘.“ Nel wie |

........................... CeeraNarEIsestITIseteetBRInIRsIEIYSRStatarerantsrniturarIntnessabesmesipan
’ |

T souoman 102418 W87 u,u’z

31 Mareh 2001 an amount of PTE 28,131 thousand is stated undser the headng "Amounts payable to suppfiers of fi

As indicated in Note 23 &), assets acquired Undsr finance l2se contracts are accourted for s fixed assets, To mistnd. on
839818".

VI - OTHER INFORMATION

NOTE 59
COST OF GOOLS soLD

The cost of goods sold was caiculatad as folows: : .

.......................................... ———
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to NGB0 10 N-092000, 1o T1}65-2000
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NOTE 5Q
INVENTORY HELD BY THIAD PARTIES

As at 31 Mareh 2001 tha.invantory held by third parties ameunted to PTE 90,844 thousand (01-04+19888 1o 31-03:2000"
ang 01-01-1893 to 31-03-2000: PTE 80,844 thousand).

NOTEZ 5S4
RECEIVABLES AND PAYABLES FROM EMPLOYESS

31.83.2001. Mos.2008
Secoadus e RTRE

Poutiam ) 10220 shao

NOVE 52
BANK LOANS AND OVERDRAFTS

]
As at 31 March 2001 and at 31 Mareh 2000, tha bank short term loans, In tha amount of PTE 10,983,886 thousand {3102
20G0; PTE 6,358,655 thousand) are cnly related to averdrafts, and bear interest st market rates, ‘

NOTE 83
INCOME TAXES

The Company is subject 1o corporation tax in accordance with Poruguese corporation tax legisiation.

The Campany's tax situation is Subject to inspaction and possiole adjustment by tne Tex Adminigtration for s 8 periodjo! 5 vnrs
for the years prior 10 1898, and for a periad of 4 ysars for 1898 and subsequent years {ten years for Social Sscufity taxes),
with tha excsption of tax lnases, which can b reviewsd for a periog of 10 years. The Managament Board dioas fjot expect
any significant adjustments 10 be made 10 tax returns ariging from the Tax Administration review.

i
Following the approval of the 2000 State Sudget, Telecel Vodafons usad the current corporation 1ax rate of 38.2% for the |

periegd endad on 31 March 2001. Tha figurs was 37.4% up to 31 Decamber 1998,

The corporation tax {IRC) shown in the aceaunts as costs in the period ending on 31 March is adjusted by the occummg
racognition of deferred taxes incurred during the perlod through the raspective lemporary differances. !
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The headings that resulled in the acsounting of daferred taxes stated by the Company as accrued costs and income on 31

Marsh 2001 arg as felows:

...........................................

wasessenvey

1+03-2001

..... Py PSRRI carem |
Tam Te Delerred Dy H
Sifwwess  Difances ™ Ta —oy Ofews |
AESI NS OINBEELBIFITITUVRORTRSRRNAPORAE M m“'m (km . ““M) e o mnan
Pramsion for Gavorl dedes 1,488,u40 512.918 am, e s
Provsiore kv wncry (e 132 @128 asn. s M 1201678 (Y-
Doprecisien aare 5101 290,134 s | )
Accrusd axpna 126048 vz o - |
413908 [ AT ] 145708 -1 280140 100 A

The corporation tax charge for the period enaed 31 March 2001 was 38.2% (01-04-1399 to 31-03-2008: éa% antl 01.01-

1999 10 31-03-2000: 37.3%).

NOTE 54
STATE AND PUBLIC ENTITIES

The "Value added 1ax (VA)” payable relates 10 tax payasle to the Portuguese State, whereas the (VA recaivable relates 1o fax
paymants mace to ‘oreign entitias and recovarabla by Telecal Vodafone dirsctly from the koreign tax authorities.

21-03-200 3-63-2030
T ) Ascatvabie Payabh Receivatie bl

VLS pasu lgx A Mony 9eaw 231,138 1802
Soxitl MELRY G DUDE 082,18 180 M0
WAeising 1 dncoms 4nd corpormton ) axg R
Coporion 1ax oRG 1,490,822 a‘m.{n
Ctwr Luen fLocey ALNIVETY Tax end 51819 Outyh s

Ton uasm 2,783 - RETS

7414383

R
|
4
......... !
01-04-2000 01-04.1993 B8-2-1908 | ;
19 31-95-2001 I8 MO0 o $1{03:2000 i
Camoion S ceyidle 10.41051 0.169.58 14z .
Osfarad 13088 HO2.888) 4% g M
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NOTE 85
ACCRUED INCOME / DEFERRED COSTS AND ACCRUED EXPENSES / DEFERRED INCOME
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NOTE S8
SHARZ CAPITAL
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At 31 Dacamber 1988, the Talace! Vodafone ghare capital was represented by 21,500,000 common shar:ns with & nom"ma!
velue ot PTE 1,000 each. The Campany, st § July 1398, changed the nominal valus of thesa shares to 5 guros esgh, which

rssutad an inorease in share capital of FTE 51.81S theusand by utligation of the legal resarve.

At 18 November 1963, Talscel Vodafone carried out 3 share spiit. For each shars heid, 10 naw shares wi ssdad

consequently, the nominal value of each shars changed fram S euros 10 0.50 euros. Thus. the share capital as at 31 Marchl

2001, is reprasented by 215, 000,000 ghares with a nominal value of 0.50 eurc each.
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NOTE 57
ENTITIES HOLDING MORE THAN 2% OF THE COMPANY'S CAPITAL STOCK

No changes ane known to have accurred in tha share strusture of the Company from 31 Mareh 2000 ta 31 March 2001,

The Company's sharehcldars wars as follows:

, i 21.03-2001 - 31.23.300
Holding entities Ao = Amount "
vomire Eurce B ) 10.007.749 sam .
Volswn Ao Ermoet 8¢ 10907319 %8

Otnars 10486 200 uu uuu.q

!

Coay

i !

|
t

On 30 September 2000, Vodafone Europe, B.V. was the enly recognised gquslified sharanoider in the Company, with & S0. 89'%
shareholding. This Company, formerty designated Vodafone AirTouch (Europa), B.\.. changed its trading nems t rougn a

public deed duted of 4 September 2000 (see Note 14),

In accordance with the Company's Articiea of Association, s modified by tha sharsnoiders st their meating of 14 Npvamber
1888, the Managsment Board is aliowad to increase the share capital up to a maximum amount of PTE 50,000 milion in gne

or mare phases, subject 10 the approval of the General Council,

NOTE 58 ,
CHANGES IN SHAREHOLDERS' EQUITY

e et Incrase Desrenss m

Sure caan neuns | | 180018
Cun res .

Pramium ;g derare e 10420 215,819 N3
Lagal reano L0187 1013384
Adisrel payvarsd
Fras Ressnen XY Y wemsE _ Uz
e wem ‘ .
Reaired g D 2BATY [V ] )
Nt e

01011088 10 M THEXT 228078 Sams 0Ty

03042003 19 31032001 rm

BRI RRTTE TR M?l"m Wm'

n’_“cu > By decision of the sharghoidars at their masting of SC June 2000, the distribution &f tha sarnings for the 18 mnr;hh
“Beasiane ended 31 March 2000 was mada as foliows: () incraase of the jegal raserve amounting PTE 4,013,334 thousand, (i
ot othar reaerves amounting to PTE 19,253,342 thousand.
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In accordance with applicable corporate legisiation, legal resgrves must be increased by at least 8% of annual net i'iccma:
Jnlll that resarve rapresents 20% of the share capital. This reserve canrot be distriputed to the snargnolders, but be
usad to increase share capital and to absorb futurs osses.

Gn 31 Margh 2001, Telace! Vadafone heic 467.018 of its own shares, with an acquisition cost of PTE 1,357,371 thoiisand:

During the period snded 31 March 2000, it hald 4,492 own shares, with an acquisition cost of PTE 105, 779.thous 1d (see
Note 23 n). ‘
i
NOTE 58 , ;
TRANSACTIONS WITH SHARERHOLDERS AND AFFILIATES

Significant transactions with Taleeal Vodatone's major shargholdar's affiiates are as foliowa:

cesnasssrasitcnra

Trorsactions vahe bom  Transoctions valus frem Bsscsa | o
01+04:2080 to 31-03-2001 £Y:04e1888 10 31-03-2000 31082000 | N-0j2000 |
Company incoms Coxt tncome Cont Pepble padie |
Vaxiaieng Grap M2 and Apacnitiag LRATEINGS 1,763,082 248349 1375080 1,088247 b~ X1 .m0
Caf oo 140,40 480"
Neubsude 19227

& The Frovs DBVIbie ie AL SEIZNE) 10 T AL PG LOPIERE 2Lt B3 16 PO maw ot V0L

Furthermore, 3t 31 March 2001 the Campany has a loan granted by Vodatone International Mokfings, L1a, arﬁounﬁng e 240
rrilien euras. which is racarded as a liablity undsr the heading “Other shareholders” 10 the amount of FTE 48,115,680
thougend (31.03.2000: PTE 21,050,610 thousand). Tris loan is made up of two sradlt lings, the first tatalling 100 mitlion euros
and tha sacond 150 milion suras, of which 140 milion euros were commined on 31 March 2001. The repayment period i
the same for the two lines, 6 manths, with deferrsd intersst guring the contract period at the Burbor rate plus 0.8% in tha
first caze and at tha Libor rate for auno comracts plus 0.325% in the second. Imesest incurred during the penoc ounted
10 PTE 1,170,500 thausand ({01-04-1988 o 31-03-2000 and 01-01-1989 to 31-02-2000: FTE 581,000 zhOUSand))

NGTE 50
STOCK OPTION PLAN

i
The stock option plang in place for the currant members of the Bosrd of Directors and for the Companys manager‘al staff,

made up of Talecal Vodatone sharsa. can be aurnmansad as follows!

- R S
approval oplona price oplionm optiors | idn not
gramtag (™) cancalsd taxen yat .
il a0 s 0.0 ( o
owr 98 sam £y ] 83 ) or-
wngd 22500 2485 Y. Y-t o
Sep-39 [_F: 280 2 M.ﬂ?
Mo iawo A% o 50
S0 o Smsse b7 4 P HBEES
Duc-00 ) a2 408 Q 2290
] 1743% nan Comaw oas.
1
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The right to sxarcise the stock optiens In each of tha plans enas 7 yaars after granting.

During the period snded 21 March 2001, tha bengficlaries of the stock option plans exsrised thair option for 8,
of Telacal Vodafone, which resulted in 3 nes lisbiity under the heading “Payred expsnses’ of approximat
thousand, daductad fram the trovision from previaus periods (ses Note 46).

|

]
in the perod under review, Telece! Vodatane raduced the provision for cogts 1o be Incurrad with tha above madtionsd &t
option plang by PTE 79,978 thoussnd. '

NOTE 61 ‘
COMPLEMENTARY PENSION SCHEME S

During its Decamber 1597 rmeeting, the Compsnys General Cauncl aparoved a complementary pension scheme (gsf
contrivution) covarng afl employees, including Seard members. On 1 May 1988, Teiscel Vodafone) sel up
aforamentioned schems, funded by bath the Company and s empioyaes' contrbutions, which covers 4t permanaft |
amployaes with more than & months' senvica. The Peasion fund is mansged by an indspandent fund managem !Cox’:nn .

In accordence with the terms of tha Plan, the Company is committad 1o make corributions squivalent 1o 0 1% arlg
8.75% of the annusl salary of each employee. depanding on both the parcentage of the employee's own cofvibution de
age. o

In the period anged 31 March 2001, the contribution mads by the Company amounted 4o FTE 173.05? million) ({01 -0‘:‘-1949 :
10 31.03.2000: PTE 183,278 miion and 01-01-1888 1¢ 31-03-2000; PYE 215,725 milion) and #t was accoy mgd fgr asla
payrell cast. ‘ H !
: ) !
Employse contributions are vested benefits upon payment. ff an employes decides to isave the Company, contributio
made by the Company aiso becoms vested banafiis: however. the percentage of the Company's contribution inet bdcomes
vasted banafits depends on the smployee's time of sanvice, as follows: :
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NQTE 82
CONTINGENCIES

Activation of Customer's
The procedures adopted by the Company n connechan with the actvation of a significant portion of its Customers j

rig® 1o ligbilties whweh, depanding on legal interpretation, can be estimated to bs betwesn PTE 4,280,000 thousand
5,850,000 thousang as at 31 March 2001 (31-03-2000: PTE 2,850,000 thousend and PTE 3,700,000 thousanad).

eiw‘
PTE .

Managemant belleves that based on legal advics recemd no provision should be made in the financial ata!emams forthese .

contingsncias,

NOTE 83
STATEMENT OF INCOME BY FUNCTIONS

a) Raconciiiation of the extraordinary income in the statement of incame by nature with the statement of income byi

functions

The staternant of incoma by functions was prepared in accorasnce with the Acesunting Diractive ne. 20. The con

¢ of

axtragrdinary inceme in this statement is different trom that of Officral Portuguase Chart of Accounts (POC) to thatlof the

statement of income By nature. Consequently, extreardinary income recorded in e statemant of income by neture (
48) has baen reciassified to other opesational ncome and 1o other opsrational costs, amounting PTE 237, 033 tho

Note

o and

PTE 1,288,284 thousand (31-03-2000 (12 menths). PTE 885 437 tnousang and PTE 1,100,211 thousand and {15 months);

PTE 1,446,413 thousand and PTE 1.453,251 thousand), respectivel.

Tre raclassificarian effect ig as follows:

P Y LTI

s
(

Rewmaent of ixcome Suteman of Incoms Sugement of incoa
Q1842000 0 310842001 01-04:1869 10 39 -CA-E00 01-01-1808 10 3133200 .
. L1
Byastre  Reclassifcations Oyfuncies  Bynatuns  Racistaifications By functen By naikirs  Peclasefiowtion By funzten

”m“‘ 10.m0.73 11,00 2508 IBETVSEY 2SR (A%, 26,6081 a3, 9.0 [T 196
con A0 RN 01.389,80 1088, 190 11,833, MM te B
Cumeni )
by FIATEF L] .32 ;0081 ATan IR 2501208 RIS any L ld}
vy namza 1.00.2% wern a1e san ]
:,_ 19,084 52 10004887 15.700 190 16.100.720 w0 DA,
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b) Cost of sales and sarvicas

) 01:04,2008 1o 1 .T3Z001 ' { .
' CobetsT O1-che10e8 |
Goods Sarices Towi PHEITN0 1o NIERPOG \
Opareg Imvenicry 1020880 10209490 1R 097,682 i
PRALCTON I ST S ues n2T9 LRTEY. ] < IR/ 719598
nvericry s tmart o4 258 Ba 25 usoT 0,0u00iN :
Trewters 1 bt 35000 132028 nesnean TSR 007
Closrg manry LTS8 577008 NO2EAY) o2nan)
‘ Caxt of e 57 o sERAeS proviied urmsen Lm0 erom, RAXLIK .i8.08

NOTE 84
SUBSBQUENT EVENTS

On 18 April 2001, the Teiscel Vadafane Foundation for the Development of the information Society was creatpd, This

institution, with an mitial grant of PTE 1,000,000 thousand, is the result of commitments undsrtaken by Telecel Vodafone at '
the time it ottained its UMTS licanse. '

Tne new Foundation will aim to pramote seientific and tachnological resgarch contributing to developmsnt of the Inf
Sotiaty, 10 promote training and profassional qualification in tre telecommunications gnd IT sactors, to daveiop t :
intagration projacts, t6 promote davaiopmant of contest and initiatives benefiting tne Portugusse language sna culture enthe |

In order to minimise the iImpast of the compulsary adaption of the euro as internal currency as of 2002, Talacs! V
changed its software systams irom Portuguese escudos to euros in Aprl 2001. Taking inte agcount the compiexity of qusdlo!
Vodafona's biling systams. adoption of the eure as the manetary unit for biling is only forecast for the third quarter bt 2001.
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The Pormuguese Securties Market Commission, in compliance with that stipuiated in no. 3 of article 250 of the $ocurf!1 Cooe,
axcused the publication of indviaual financral statements.

The fnancial documents that Telsce/ Vodafone was axcused to publish, 10gather with the remaining onas, W available for
consuttstion in the Company’s heagquartars as established in the Securities Cade.
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REPORT OF (NDEPENDENT
ACCOUNTANTS

To the Sharshalders ot
Telecel ~ Comunicagbes Pessoals, S.A.

1. We have audited the accompanying consolidated
balancs sheet of Telacal « Camunicagdes Pessoals, S.A. as
of March 31, 2007, and the reiatsd consoiidatsd state-
ments of incoma (By nature and by functions) and cash
flows for the year then ended. These consoligateq financial
statarments are the responglilty of the Company's Board
of Directers. Our responsiblity is 10 express sn opinion on
these consolioated finencial staterments based on cur audit.

2. We conducted our sudit in aceardance with gengrally
accapted auditing standards in Portugal, Those standards
require that we clan ang pseriorm tha audh To abtain rea-
sonabig assurance gbout whether the consolidated finan-
cial statements are frag of material misstatement. An sudh
inclucias axamining, on & 165t basis, avidencs supponting
the amounts and disclosures in the consolidated finangial
staternants. An audiht aiso Includes assessing the acsoun-
ting principles usad and significant estmates made by
managemaent, as well as evaluating the overall consalidated
fingncial statemant pressatation, We balieve that our aud?t
provide 8 rarsonabls basis for cur oginion.

| TELECE. VOOARONE | REMOAT AND ACCOUNTE 2000 | INDEPENDENT ACCOUNTANTS SRNIGN AND STHER LEGAL NATCES |
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3 In our opmion. sueh conselidated ﬁnan&ial smjmam
present faiy, in a8l matsria raspects, ma consglidated
financial position of Teleca! = Comumcaqbas Pessoas, S.A.
as of March 31, 2001 and the consclicated resurf of its
oparations and 1§ consolidaied sash flows 1& the year than
ended, in conformity with ganerally accectad accoummg
principles In Portugal. |

4, As mentioned in Note 14. of the conad&dated finanuai
stataments, Teleca! - Comunicagdes Pessoas, SA. has
¢hanged for statutary and wax rapontng purpdses I8
atcounting perdod. Such change was effective sincs 1 Apnl
2000. Thersfors, the Company has omed 1o |presant
incoma statements (oy nature and By ﬁmctlons for the
following periods: ) 1 Aprit 2000 to 31 March 2op1 m 1
April 1999 1o 31 March 2000 (unaudited); {5 1 |Janusry
1338 10 31 Mareh 2000, The financiat stal far the
fikesn momth period camprised betwaen 1 Janusry 1989
ang 31 March 2000 were audited by apothar Qrm who
issued thair eport on 18 May 2000, '

1
'

DELOITTE & TOUCHE ' =
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STATEMENT OF CASH FLOWS FOR THE
FINANCIAL YEAR ENDED 31 MARCH
2001
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NOTES ON THE FINANCIAL
INFORMATION PRESENTED IN EUROS

os
ALTERATION TO THE FINANCIAL AND
REPORTING YEAR ‘

The financial information presented n sures in this raport
compliss with the Accounting Direstive na, 21 with ragard
10 accounting of effects of intraducing the euro, apgroved
on 29 Qctober 1887 by the Ascaunting Standardisatian
Commission, and the Recommendations fram the
Portuguese Sscurities Market Commission concerning
Financlal Information Disclosed by Issuing Bntities.

For accounting purposas the base cumency of Telsce!
Vodafone is the sscudo. The financial information
presented in eurds in the text and the financial statements
with regard t0 2001 and pravious years is pravided only for
ine convenience of readers and is bases on the fxed
converslon rate of PTE 200.482 10 EUR 1. Thg values in
6uros result dirgetly from the applicatien, kine by ling, of tha
alorementionsd rate and tha rounding rulss in force. There
may be small gifterances Detween tha sums of the pans
and convened 1otls or betwesn ratios caiculated before or
after the convarsion of the respestive factors,

The replacemant of histarical valuas in escudos with eurcs
must be interpreted as information disclosac only of an
indicative nature and not as reprasenting, or able to repre-
sert, the values in eurds on the dates referred to.

. |
e

in accorgance with current lagisiationl. and after duly
obtaining legsl approval, Telacel Vodatone aftered its
financial ang reporting year to the periad running from 1
April to 31 March in order to coincide with|the inancial year
and reporting policies of its major Sharahoids, Vodafone.

Owing to this alteration, tne vear 19?9 exceplionally
inciuded five quartars as the yaar of transition, running from
1 January 1888 10 31 Mareh 2000. Theretore i is imponant
lo ncie that. unless otherwise stated, ali ref to the
yeer 1998 made throughout this Repo'\n and Eccou’ms
cover ths period from 1 January 1988 1 31 2000
and not the usual calendar year, ‘

Tne year 2000 is the first year that tha Com tas
adopted ihe new fingncial period. Theratora this Report and
Accounts concerns Telecel Vodatone's activily in the
twelve months ended 31 March 2001.

- & A
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NOTES ON THE FINANCIAL STATEMENTS FOR THE FINANCIAL YEAR ENDED 31
MARCH 2001

{Amounts exprassed in thousands of Portugussa Escudos)

INTRODUCTION

TELECEL - Comunicagdas Pegsoaia, S.A, (“Talace! Vodafone* or the *Company™) was founded on 15 May 1981, and
provides principslly moblls 1alecommunication senvices under 8 15 year licensa granted on 18 Qctober 13881, by the
Portuguase Governmant through the Portuguess instituls of Communications (CF). The business activity of :he COmpany is
8ubjact 1o the 1erms of this license,

On Becember 1988, Telechamada - Chamaca do Pessoas, S.A. was mergad into TELECEL - Comunicagdes: Pusoais. S. A
the affective margsr date being retrospactively applied to  January 1998. All assets and liabilitiss of the acquired entlty wafs
transterrsd 1o Talecs! Vodafane based on the ralated book valua as at 34 Dacember 1087. .

As & result of the merger, Teloce! Vodafone began provicing paging servicas thet were previously provided By the gequirdd
subsidiary. Fallowing approval from tha ICP on 27 October 1988, the oniginal 15 year licenge granted to Telechamada on 29
Apri 1992, 1o provide direc! paging services, was trarsferred to Telecs! Vodafone. This new business activity of tRe
Company is subjact 10 the tarms of this licanse. : :

in order to compiete Its offar of mobde lalgcommunications senvicas, Telece! Vodafone appiied to the ICP for ing
licansas fer indireet fixed telepnons senvices and for diract fixed telephane services using PWA (Fued Wwa!ess Accees). The
licenges, both valid for 15 years starting 1 January 2000, were granted in 1889. Oparation of the indirect: fixec | ephone
services stared at the date of the licansa, whereas the direct sccass sarvice through Telscel Vodafone's fixad ne .using
FWA (Fixed Wirglass Ac;cess) as the main supponr, started pilo oparations in Jung 2000.

in June 1989, Telece! Vodatone started its Internat operations 85 3 sefvice and content provider. The success of the new
ctivity. togethar with the need 1o specialiss the commarcial sxploitation of each of the business areas. lad to the craation on
9 Qctober 2000 of a whally awnad subsidiary, TELECELONLINE - Comunicagbas 8 Senvigos. S.A,, for the estabiishment,
management and operation of lelecommunication infrastructures, the supply of telacommunication services pnd the
developmant, managemen and oparation of interactive content and sarvices, TelecelOnline has g share capital ofF mitiion
euros (PTE 1,002,410 thousand), reprasented by 5 milion shares with a nominal value of 1 suro eagh. ;

The share capital is made up of cash and assets:

- 545,804 auros (FTE 100,424 thousand) m essh;

- 4,484,106 euros (PTE 892,886 thousand) thraugh a transfer of fixed assets related to the actvitias to be devsiopad by the
company in the inteémet sactor

The fixed assets Used by Telecsl Vodlafona for the cash pay-up of TelecelOnline share stack can be summarised alfcﬂows

| TRECEL VDDAPONE | RERGRT AND ACCOUNTS 2000 | NOTES OV THE MNANGIAL GTATEMENTE |
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As part of Telecel Vodafones continuing strategy to position ftesif as an mtegraled cpertor of teiecommunications and
information services, on 24 Qcetober 2000 Telece! Vodafone and Clocus ~ Solugdes de Markaling, S.A. od CELFOCUS
- SolugBes Informaticas para Telscomunica¢des, S.A., 8 joint vanture for the developmant ang marksting of Gustomer
Ralation Managsment (CRM) solutions for the telecommunications sector at both national and intarnationd lavel. cus
has a share capital of 100,000 eurcs (PTE 20,048 thausand) represented by 100,000 nominal shares with anominal vaiue of
1 euro sach, of which Telece! Yodatone halds 45%. Celfacus’ share capital was fully paid-up in cash at the data of the
memorandum and articles of asscciation. ‘

The naed to optimise the roie of information technology (T) as a support for the telecommunications market was dnaﬂxw
tactor benind Telece! Vodgefone's decision o taks an BO% share in NEXENTER ~ Centroz de Tecnologna dz Inf rma:;io
S.A.. incorporated on 22 February 2001, an IT service provider whose functions include the managamem of M) support
infrasiructures, the technical managemsnt and cperation of information systems and the supply mdlmanag ent of
connectivity to accesd software applications in ths systams under its responsibility and the managamam ot gomputer
operations, both in-house and at the premisss af business partners. Nexenter has a share capital, fully pazd-up in cash, of

2,500,000 suros (PTE 501,205 thousand) represanted by 2,500,000 shares with 8 nominal valus of 1 euro sach. Naxenter's
oparations stared up on 1 Aprdl 2001,

In order to maintain a leading position in the Pertuguess celiviar phone market through the mabile-Intermet c‘aonverg e ard
UMTS deveiopmernt in Portugal, an 2 September Talecal Vedafane applied for a UMTS licanse, granted by a Governmant
Act on 19 December tolowing tha cal for wnder for four nationwide UMTS loanses for te mebie memational
telecommunications systsms. The licansa has a 15-year duration, ending on 19 Januery 2016, end Telecat Vodafo e will be
subject thraughout to the fagal obligations In force for the operations licenssd. |

l
As of January 2001, Telecel assaciatad its brand with Vodafone, thus meflacting the Cempany's relauonsnp iwnh the
wardwide mobile carmmunications leading Group. |

The following netes are murnbered in accordance with the Portuguese Official Plan of Acsounts (POC) app‘;nvea bL Decree

Law no. 410/88, tram 21 November, and modified by Dacrse Law no, 238/81, from 2 July. The note numbers that are not
included relate to notes that are not applicable.
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I - INFORMATION ON THE COMPANIES INCLUDED IN THE CONSOLIDATION AND OTHERS

NOTE 1
COMPANIER INCLUDED (N THE CONSQLIDATION

The companies included in the conasiidation, as well as their Head Office, the consolidation methads used and the sharp

capital hald by Telecel Vodafone an 31 March 2001, can bs summarised as follows:

!

.....

Teisces Voczore  Congol

.
;

o
.

Campany Head office e .
Paser: Sampary . [
Tancnt - Sorurancies Pamcah, SA. X
TenogOnire « CATUNCIGHNS & Brags. SA Lemon 1% nolt
Nemany = Coniin ae Tacraools 66 Intormacn, S.A Usoon -3 Eady
* Acteddgt PN O | Agnd TBY, |
NOTE 3 ! '
ASSOCIATED COMPANIES
....... o ’ froronrmiaes | |
Tetecal Vadaione Canadl
Compuny Waad affic Py : Mbh"j |
Caliveas - Sshaien injanrdecss Baa Tiocomuacasies, §A stz R Eaury
NexmOcio - Gomt 0 ¢ Presacin do Senioas ne s 08 Saide U3 i, .4 Unpen o Cos

The gnly case whére Telecel Vodafone ngs an indires! participation an 31 March 2001 comesponds o TelacalOnlme 5 share

in the capitai of Netaalde, \

Netsaude only startsd g activities in February 2001, ang therefore the cost method was uesd to account for that in
since using the aquity mathod woulkd be matenilly irrefevant within the consolidatad financial statements taken as 4

NOTE 7
AVERAGE NUMBER OF PERSONNEL

The average numbsr of parscnnal in the compenias inciudsd in the consalidation in the period from 1 April 2000 to

2001 was 1,742 (01-04-1939 to 31-03-2000; 1,581 and 01-01-1888 to 31-03-2000: 1,527.
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I - INFORMATION RELATING TO THE CONSOLIDATION METHODS ‘

NOTE 12 . f
DATE OF THE CONSOLIDATED FINANCIAL STATEMBNTS , ‘

i !
The consciidatad stalements (or the Group refer 10 the parant Company's annual statements, ie. they arL maaxtTc 10 tlne
patiod from 1 April 2000 10 30 March 2001 (see Note 14). '

With the axcaption of Nexentar, which only started its activities on 1 April 2001 and which will have an accounting period
equivalent to the parent Company, all associated companies ars included in the conaciidated financial statem by the
squity method; for those that have an accaunting peried cainciding with the calendar year, and in onder o agjust thr ﬂguras

in the consolidated financial staternents the carryovar of results obrained during Telecel Vodafone's accounting iofd was
1aken into account, :

The adjustmants made have no significart influance over the information prasenisd in the consolidated financial st#emen‘ls.
' |

i t

NOTE 14 I !

COMPARATIVE FIGURES ‘ o

|

Following the mergar on 30 June 1939 bemeén the Viodalona Group Plc and Arr Touch Comnunicationa _bnc.. th majorlky
stackhoider in Telecsl Vodafona changed 'is trading name to Vodatona Airfouch (Europe} B.V.. On 4 Sap 2000,

through 4 change in the mamarandum and articlas of assaciation, this denomination was changed to Vodafone Eufops q V.
{sea Note 57),

Dus to the mndardnsatm of accounting policies with the Vodafene Group and the rggquirsment of consohdaled mLmadon
tor Group reporting purposes, which difers from the annual reporting date normally used in Portugal, Talecsl da!ohc

successfully applad to the Portuguese Tax Autherities for the adoption of a tax accounting period differsnt from the ca!endar
yegr period. ‘

Foliowing this change, Telaca! Vodafone adoptes a 12-menth acesunting period beginning on 1 April 2ood Tha adjustment
of this to the Company's pravious procadures maans that the accounts pressnted herain, referring to the penod ing ,5"
31 March 2001, are shown in campirison bath to the pravicus unaudited perded fram 1 Adl 1560 10 31 Mirch 2000 and to
the previous audited period of 15 months frem 1 January 188810 31 Mareh 2000, sutisaquent 1o which Telecal Vodafane
adjusted s accounting period. According to the sxplanation givan as regards the parent Company, the subsidiaries used lan
acoounting perlod correspending to the one usad by Telacal Vodatane (see Nots 13). '

The Company is fully convincad that the use of an accounting period that is not equivalent to the catandér year gut whlch
refimcts the two-ssason tendancy characlarising the activities of Telecal Vodafone will not raguht in any- distortion in tha
analysis of the Campany's results. sinca most of 1he above mantioned daviations stem from aermal growth in actitios.

|
Athough the period ending 31 March 2001 will be the first in which Talece! Vodafone prasents congolidated| financial
statemants, the Company considers that the vaiues presented for this period are In every significant respect compgrable: to
g valuss presanted in the previous financial yaar for the same period since, a6 statad in the “introdiuction” 10 Mesa notes,

tha Internst activity which leg to the creaticn of YTalacsIOnline on 8 Qctober 2000 was alrgady condumed by the parent
Company. i




| .
NOTE 13
CONSISTENT USE OF VALUE CRITERIA
Tha main valuation oriteria used for the praparation of the comsolidatad fmancial statements, as described in Note 23! ara
consigtant for all companies included in the consalidation, o
NOTE 18
CRITERIA USED FOR THE ACCOUNTING OF INVESTMENTS IN ASSOCIATED COMPANIES
Investments in essaciated companias are accounted for by Telecel Vodafone m accerdancs with the equity method,
therefors the amounts refating 10 acquisition of such Investments was increased or reduced by the proponienal unts
corasponding to the net rasults for the paricd, both as financial gains or losses and as adjustments o the share {aken in
associstad companies, .
The shara held by TelecelOnline in Netsalde 18, in that company's financial statements, accourmed for at acquisition cost,
Netsaude was created v Fabruary 2001, and its mavement until 31 March 2001 was practically non-existant, therafare not
justiying the use of tha aquity method, ‘
The capital shara subscribed but a8 yat unpaid an 31 March 2001, comrespending 1o the Groups parhcipaton in Netsaite,
is aceounted under the heading ‘Other creditors”. as ‘Sharahoiders - Payable subscribed shares®, with a vaiue of PTE
112,270 thousand.
The most relevart Informaticn evailabie a8 regards 10 the 8ssocialea companies financial situatian and  activities dyring the
period ending on 31 March 2001, and consolidated by the equity methad, are as foliows: :
Company neagonse  SRINN  yeosmm v )
[ Ty Loabuon 20088 0572 p-¥ - L]
- MNaxenier .} S04 208 §01 208 o
' 21253 s2a7 p Y- ]
! Thy pmouee Shemn iy Cailorug sisis 10 DOV YW 00000 40t o0 31 CleTDY 200 I 1w gy mgaw o 20
Summary of the financlal information:
T nosam | -
CalFocus” Nuhn.
L) 184,008 01208
\mpaied RLLE- - :
Swewrcory' Sty san ' kn.2os
P Canha 008 301,208
Strernent of rncome f
\neare 10730
Costs 140,881 ‘
Kat Rasulta - 0AD |
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IV - INFORMATION RELATING TO COMMITMENTS } Pl @
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: 1
NOTS 22 ; SR e
LIABILITIES RESULTING FROM UNDERWRITTEN GUARANTEES i 2 k
On 31 Mereh 2001, guarantees underwritan oy Telecel Vodatene can be summarised as follows: i | .
! !
I
| i
' ; q
eeaesoeeeesesatserRRa AR SRR et et e e J O
; )
Hudlne i Vpre .
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V « INFORMATION RELATING TO ACCDUNTING POLICIES ; !
NDTE 23 ! i
BASIS OF PRESENTATION AND SIGNIFICANT AGCOUNTING PRINCIPLES AND POLICIES i ;
The accomparying financial statsmants have been preparad on a going concern dagis from the acccunthg recofos of ithe (

Group companies and ae prasentad in accorgance with generally accepted aceounting pringiplas in Portugal. The significa |
accounting policies used in the financial statements are consistent amongst the companias included in cohsolidat

‘
i

The significant accountng principles and policias used tar the preparation of the financial statements are s followk: |

a) Recognition of revenuas and sxpenses i "
|

Revenues and expenses are recarged on the accrual basis,

) :
Revernues for 18lgcomemunications sarvices are recognissd when earned. These services ars dilled on' § monghly b:asls ¢
throughout the month. Unbiled revanuas from the date of the ast biling cycle 1o the eng of the month ard estimalad based
on actual volume and are accrued. Cifferances detwean astimatad and acrually viled revenues, which have |not been
sigrificant, are recognised in the following periad. ' !

b) Intangible assets E !

Intangible assets are recordad at cost and consist principally of the fallowing capitalised costs and expenses: (i) onerating
expeness Incurmed during the Company's start-up period, (if} expanses related to the Gevelopment of the netwerk, {iil) costs |
refaied to the submission of the tender for 3 ficense to operate as a mobile telecommunications operator, xed operatar and |
internat provider (iv) expenses which are directly related 1o the development of the Company's commerdial operations; {(v) | i ;
casts incurred with the extension of the initial warranty period of the nstwork equipment, (vi) expenses relatad to the technical l |
support of the devalopment and optimisation of the natwark operatiars, (vil) Isass line installation fass ang (vi'l) costs related 1 |
to promotensl cameaigns 1or new businassas and acauiring new Custamers. [

]
: |

reLECsLY The amortisaton policy is diractly relatad 1o the nature of the costs incurred, as follows: . '
© vanaione - The tendar costs are amortised on a straight-line monthly basis over the period of the ficense (15 years).| .
« Tha remaining intangibie assets are amortised en a straight-line menthly basis over 3 Lo § years, depending on thair HEN I

and commancs from the date on which the ¢o5%s are inciirred. |

Pad B4 : i ‘
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c) Fixed assets l

Fxed asgets are statgd at cost. Recurming maintenance and rapait costs are ¢harged &3 an axpanse in the psnod in )
Significant enhancamants end improvements are capialised, Fixad assats are gepresiated on a straight- -ine monthty basis
from the date on which the assets are placed in oparation. The ralas used ars dsfined in Dacrae-law 2/30, lof 12 uary
and approximate the useful livas of the related assets as foliows;

'
i
\
!
1
v
|
)
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applicstions) ssquired up to 31 Decamber 1985 was caleulated according to the compound imterast metnad. As of 1 January
1998, given tha Company’s developmant Both in terns of number of servicas users and volume of telegommunicatiors
reception and transmission equipment, tha Campany decided to apply the straight-line rnathod for the ca»culamn of the
depraciation of tangible fixed agaets acquirad after that date. i

! ?
Cepraciation of tha tangible fixed assats directiy ralated to the talecommuniesticns netwark (with the exception of iﬂwm

As & rasutt of the continuous technological innavation, management ravisad with efect fram 1 January 1984, the esimated
usetu life of the relscommunications network software from € to 3 vaars. Accordingly, ai acquisitions subsequen! to 31
December 1896, are dapreciated over 3 ysars applying the straight-ine method, and depreciation rates for network hwarts
until 37 Decamber 1885, nave been reviset prospectively, the effact of which was racorded in “Other provisions® {s Note
48).

Within {ta core activity, Telace! Vadafone capitalises celiular phones for repiacamant at Custamerleval while the equipma:ﬁt
owned by the Custamer is under repeir by the manufacturer. Givan the electronic equipment cbsolgscence Irldaan. fbgm,er
with the fast rate of degradation of equipmsn supporting this activity, Telecai Vodafone requested and obtalnad from the
Tax Administration approval 10 use a digressive tax raket for thoss assats, while maintaining ther useful life penod {B|years).
i N
d) Mnancial investmant i '
‘ [ :
Financial investmant held by Telecel Vodafone in assaciated companigs are accounted for by the equity methed, r/ﬂh the
excaption of Netsaids for which the cost method is usad.

\Valu-s relating to financial investments in other companies are at cost, :

8} Financial leasing ’ ! :
Assets acquirsd undsr financa lages contracts are acgounted for as fixsd agsets, and the abligations under ths ﬁnanc |aasep
which cerregpond to the prasant value of the lease payments, are recorded as a liabiity (fixed assets suppﬁars) (see Note 47)

1) Inventories l

‘1

|

1
invertories are s13ted at tha lower of cost of net realisable valus. The cost is detarminad using the average ¢ cost mqmod
] ,

. |

1 .
Accrued expenass anc incame Includs expanses and revenuas that are eccrued in the currant reporting pmod which

will pe paid e resaived in subssquant reporting periods, Prepaid axpansss and defersd incoma include EXPEHSH id and
revenues billed that wifl be recognised as expenses and income 1n subsequent reporting peniads. ' '

t

g) Acerusd expensss and income, prepald expenses and deferred incomes

i
]
| TERECEL. VOOAKONE | MEPORT aNG ACSOUNTS 2000 | NOTES ON THE ANANGIAL STATBMENTS | i
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h} Customer coantracta

Diract costs of acquiring Customers under a contragt 10 remain with the Company for a specific paried of time are|deferrad
and amartised over (he pariod of the contract (see Notes 49 and 85). ‘ ‘

I} Provision for doubttul debts

The provision for doubtiul debts is stated st the amount consigarad necessary o cover potennal risks ™ the co\‘ecuon of
accounts recaivable balances,

j) Pramotional program

In 1988, the Compary develonad a bonus scherms for Customers based on the value of airima usage from 30 June 1997,
in which access points gre awarded for various promotions. The Company st up a provision for the relatec ‘T‘ ‘D.Ene
incurred based an the estimated volume of airtime points usage, Given that the Compary has maintaingd this cgmmercia)’
siralegy, the initial estimation, which was reinforead throughout the sevaral sccounting periods, is adjustad borh as a unction
of the foracast usage of paints by the subscribers and of their estimatad usefu! Iife.

k) Stock option plan

Uabiities rslated with the Staok Option Pian for Management Board membars and managerial staft (see Notes 4 and '50}
arg aceruad BS expenses on 8 proportional basis, taking inte cansigeration the periad of time during which the ¢pt
acauire ha attributed Telece! Vodafens sharas are vested. The sccrual rapresants the difersnce between the m rke\ pnca
of the related shares ang e exercise price (see Nols 23 n). :

1} Income taxas

The Company is subject to corporation tax in accordance with PoAuguese corporstion tax legislation {sea Note

Unti 31 December 1997, the Company id not account for deferred taxes. However, from 1 January 1968, and in
with the International Accounting Standard no. 12 (ravised), which was adopted by the Company following impies
af the Partuguase Accounting Directive no. 18 in 1996, deferred taxes are provided for tempordry ciffarances arisi g fromithe

rgcaghition ot income and expanses 9r financial raparing and for income tax purosses in different fnanual years|(sae Note
£8).

Curing the period endad on 31 March 2001, anc accarding to the gensrally accepied acgounting principles which are at the
core of the Company's financial statements, Talecsl Vodsfons chase 1o eccount in an adequately Separdia anner for
deferred laxes (asaets and liabiiilies), under the headings "Accrued Incorme” ang “Aceniad Expenses” (ses Notes 83 and 55).

m) Pansion scheme

pension cost for the year is the amount sffactively contributed into the pension Fund (see Note 81),

in May 1998, Telecol Vodafone set up a defined contribution pension scheme covaring all empioyess The ?omn!ﬂyﬁ
n) Own shares ,

: !
Following irtarnal directives from the Vodafore Group, Telecel Vodafona acquired own shargs on the stcck matket ddnng

the period ended an 31 March 2001, with a view to owring the full stock of shares commined under aitarent stock ogtien
plars (868 Notes 23 k, 58 and 60).

Thie acquisition of own shares fulfils si the legal requirements of applicable corparate iegisiation (Poruguese Company Code),
and accounting was done in camgliance wih the dichoterny foresean undsr the Official Accounting Plan batwadn the facs
value and premiums and dlscourts. '

PG 68 .
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NOTE 24
ASSETS AND UABILITIES DENOMINATED IN FOREIGN CURRENCIES

I
b
\

In accordance with Accourting Diractive no. 21, related to the accountng affacts of the Introduction of tha: BUrO, olocal

Vodafons has convarted to esoudos all assets and liabiities denominatad in & foreign currancy at the bbalance sh date{

using tha triangulation with the auwro conversion rata.

The resulting exchange gaine and lossas are recordad in t1g statement of income,

V| - INFORMATION RELATING TQ CERTAIN HEADINGS

NOTE 25
INTANGIBLE ASSETS
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NOTE 27 , } ‘
FIXED ABSET MOVEMENTS 5 “
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Agditicnal information related to tangible fixgd asssts:

NOoTE 28

noe20 |

o et Bmaats G bRErging 10 s Pl
Notwor eiomen

CAPITALISATION OF INTEREST ON PINANCING OF FIXED ASSETS

In the period endad 31 Mareh 2001, as in other comparable periods. Talecel Vodafane did not capitalise interest ralatag to

the financing of fued assets during the canstruction phase.

NOTE 32

EXPLANATION FOR EXTRACROINAAY PRCOVISIONS RELATED TO CURRENT ASSETS

The in-house commarcial and logistical rationsiisation that toox placa during the pericd ending 31 March 2001 jallowed
Telecel Vodafana 1o significantly optimise invarory ratation lsvels and thus raduss the pravisions far their caver. Given this
fact, the Company raduced previsions for imantery depreciation, aimad for covering the technological and commercig) deval:
ugtion of phone and pager invertories (see Note 46), by PTE 448,740 thousand. In the equivalent 12-month pariod ended
31 Mareh 2000, this provision wag increased by PTE 421,748 thousand and in the last 15-momth pariad, ended on 31 March

2000, by PTE 510,186 thousand.

inthe 12.month periad ended 31 March 2001, the Comparny destroyed obgoiata inventaries amounti

sand (01-04-1898 10 31-03-2000 and 07-01-18§9 10 31-03-2000: PTE 418,240 thousand).

NOTE 38

SALES AND SERVICES RENDERED BY ACTIVITIZES

The net sales and sarvices provided, wag ag follows:

| TRLECEL VORARONE | REPQRT AND ACCAUNTS 2000 | NOTES ON THE MNANCIAL STATEMENTS |
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NDTE 38 | '
REMUNERATION OF THE MANAGEMENT BOARD ‘
Tha remungration of the Campany Managemant Board was as followa: |
|
I
01.04.2000 CT0L1999 | V1990,
10 31-6%2001 o NGKIRG 10 314a3~2000
MansQaTEN BOAM (348 Nowas €0 ang €1) = "‘T ne.re
i ‘
]
NOTE 44 :
INTEREST AND OTHER SIMILAR FINANCIAL EXPENSES AND INCOMER f
i )
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NOTE 45 ,
EXTRAQRDINARY RESULTS |
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NOTE ¢8 , '
MOVEMENT IN PROVISIONS
------------ 4anduEPBUIS Y h N Ld \ M‘”
aﬁg;:?" Incregse Docroass Transfer c?:hzwq .
Provion r dodaf sastums moavehis (Nals 27) ©.5008.800 I %, o Be1250 nade ‘
Crar orumons 2158984 52 AS79 w198 aAmta ‘
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‘Oihar provisions” include (I} 3 provision of PTE 2,888 thousand (31-03-2000: PTE B2,843 thousand) to cover the
raspansibilttes relates 10 a Stock option pian for the Board of Management mempers and for the manageral of the'
Company (ses Nates 23 k and 80), () a provision of PTE 857,231 theusamd (31.03-2000: PTE 735,334 thousand] to cover
costs to bs incurrad with promotianal program (ses Nate 23 j), (i) a provision of PTE 880,583 thousand {31-03-2 C: RTE
432,880 thousang) 1o cover costs of contingant liabilities in connection with the activation of Customers, as ref inNote !
82, and (v} a provision of TE 1,180,000 thausand (31-03-2000; TE 250,000 thousand) 1o cover the estimated degreciation .
of the Customer telecommunications billing system. ' ’
Tha change in the provigion stated under () durinﬁ ihe two periods under revisw rasulls from the change rn markal value of

the shares indexad 10 5 stock option plan for members of the Board of Blrectors and the Comnpany's managerial (staff (see

Notes 58 aneg 80).
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Tha mavernent during the period for tha reduction in the amontisation of the telecommunications netwark softwarg, stawed
unger tha heading ‘Provisions* with an amount of PTE 307,818 thousand (01-04-1999 to 31-03-2000; PTE 457,128
thousand and 01-01-1899 to 31-03.2000: PTE -584,583 thousand) (see Note 23 c), which was transferred from *Othlar
provisions” to “Tangible fixed assats » plant and aquipment®, is shown in the above table under the heading *Transigr.

{

- The allowance far doubtful accounts receivable is based on the getimatsd risk ralated to cailaction of thase scsounys at xi;'»e
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end of each pericd. |
i i

The amount of PTE -541.220 thousand shown undsr “Provisicn for doubtful eccounts receivable’, "Cecraase” in the abola
mble relstes to the cancellation of fully provided ciaims based on the rmeasures for simpiification of pendmg * Sasks
foresaeen under the 2000 State Budget and Decres-Law 114/38, of 4 May, :

NOTE 47 |
FINANCIAL LEASING ' ‘

On 31 March 2001. assets undar financia! laasing were as fllows: ¢
{

Cumuylsted
Huuding Qrozs vetus amaortisation Net vale L
........................... casenrs s e o
Tewtsomn scuomen 197013 19,17 HiQ

31 Mareh 2001 an amount of PTE 28.134 thousand is stated undsr the headng "Amounts payable o suppliars of §i

i

As indicaied in Note 23 e), asests acquirad Unds! finance ieasa contracts are accourted for as fixeg asaeti. To mtslend. i}n

aseen”,
Vil - OTHER INFORMATION

NQTE 49
COST OF GOODS sOLD

The cost of goods sold was calculatad as {ollows:

'
'

93-04-2000 0041099 . DN

0 NBH01 10 11032000, 10 3152000
Oastry reeriry 1620043 50929 hosmuah
Pucrases 18010 015 -3
analers 10 fasd Al meng 0,70 nazaga
Ineriary susmerny (1320828 amm@ 0.068627
Ciourg rarsay 5,770 548 110,208 A

LZRER)
70002 Miaam luld!l
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inventary adjusiments include offers, internsal consumption ard the deferrad Customers acquisition &osts, as toﬁowT:

saeuSSesrerEmcenteninancrar P T e

) 01008000 S0e1989 01011900
Invencory sdistments 10 21632001 1931952000 o 31032000
aners (s 177,88 smatr
N CONUMXIE (AR ] =0 'm,#
Cunrrwe CunioTes scsishon o 14,738,188 7.864.520 [ Natt o
1A LN 19,006 987

NOTE 80
INVENTORY HELD BY THIAD PARTIES '

As at 31 Margh 2001 tha.invantony held by third parties amounted o PTE §0,844 thausang (04-04:1988 10 31-03:2000

ang 01-01-1999 to 31-03-2000: FTE 80,844 thousand).

NOTE 51
RECEIVABLES AND PAYABLES FROM EMPLOYRES

i

t

31:83.2001. 3t03.2088

etsesnasrrees

Ao nwe
Prutia . lezmo

NOTE 52
BANK LOANS AND QVERDRAFTS

AS &t 21 March 2001 and at 31 Margh 2000, tha bank short term loans, In the armount of PTE 10,963,886 zhousaﬂk {31-03-

2000: PTE €,358,655 thousand) are cnly related to overdrafts, and bear lnterest at market rates,

NOTE S3
INCOME TAXES

The Compary is subject 10 corporation tax in accorgance with Poruguass corporation tax legisiation.

The Campany's tax situation is subject to inspection and possiole adjustment by the Tax Adminigtration for 8 period|o! 5 yqars
for the yaars prior 1o 1998, and for a periad of 4 ysars for 1898 and subsaquent years {ten ysars for SOctal Ssculity taxes),
with tha excaption of tax loeses, which ¢an be reviewsd for a pericd ¢f 10 years. The Managsment Board does ot expsec!

any significant adjustmens 10 be mado 10 tax returns anging from the Tax Administration réview.

Following the appraval of the 2000 Stats Budget, Telecel Vodafone usad the current corperstion tax rate of 35.2% for‘ the

perad endad on 31 March 2001. The figure was 37.4% up to 31 December 1988,

The corporation tax (IRC) shown in the 8ceoumts as cosis In the period encing on 31 March is adjusted by the dccounnng

racognition of deferred taxes incurred during the perod through the respestive tamporary differences, !
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Comermaon (u ceysbie 10418519 IRECE ez
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ACKOUIE EAPOMUGN Lt 10015824 2613317 i "

The headings that rasulted in the aczounting of daterred taxes stated by tne Company as accrued costs and incame on'31 I
Mareh 2001 arg as folows: ' FT

oot ee e 21-03- 1.03.2000 r
’ Temporsry Temparary Duatorred Defamed
Birters D ™ Tax ;‘,’,".‘,’:‘“ D'F"’

coressraana (Azsats) (iablluas) (Aaveley b Muee) oes
Froesomt ko devork daiee 1,486,44D 51208 % ] msn
Provacns ke aundry e L322 f1.128 20098 20 1231678 .58
Dagrecision 88,37 non 296,184 130.488 | )
ACCTund sxpur e 1264 .00 ASEZN oan 165,080

412,208 ni=s Y 22 1H p-1 ] 100 AN

2801 n

The corporation tax charge for the period ended 31 Mareh 2001 was 38.2% (01-04-1999 to 31-03-200Q; 58% ang 01.01- | |
1999 10 31-03-2000: 37.3%).

NOTE 54
STATE AND PUBLIC BNTITIES

s
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2-08-200 N-83-2000 i
) ’ Rucavabls Payadie Aecovadie Pyt |

VLD woow! o A} M08 o PR 18
Sociol MEURY SV W8 . ‘a0 ‘
WRTRIGnG L2 dheome 40 SrDermon L) X0 L=
Coporon ax RS 1,400,622 mm.'fn
Olher oata Docsl ALY Tax and S1amo Ousy) 15278 g {
o LYY 17018 s

The "Value added tax (IVA)" payable relates 1o lax payable 1o the Portuguese State, whereas the VA receivadle relates to {ax
pcaymants made to foreign sntitias and recovsrabla by Telecsl Vodafone directly from the foreign tax authorities.
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NOTE §5
ACCRUED INCOME / DEFERRED COSTS AND ACCRUED EXPENSES / DEFERRED INCOME
Ng>-2000 :s-iu'm ,
Asarued inaeme: i
Tras mCaNEDI 10 0 iAo 10,4838 tn 50
Recenmbion (OT BLIXAWT 17 zm
Oeher s Yoone LN e
Dojonast iens (ues Mok 23 | arvd wlerres sown) 1 T2 |
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NOTE S8 :'
SHARE CAPITAL ?
At 31 Dacarmber 1988, the Telace! Vadafone share capital was represented by 21,500,000 commen shares with 2 nommal
valug of PTE 1,000 each. The Company, 8t 6 Jity 1399, changed the nominal value of thgsa shares o 5 surcs esch, which
reSultad an increase in share capital of FTE 51.818 thousand by utligation of the legal resarve.
At 18 November 1998, Talacel Vodafone caried out 3 share spit. For each shara heid, 10 new shares w issued;
consequently, the naminal value of esch shars changed from 5 euros 10 0.50 euros. Thus. the share capltal as at 31-March
2001, is reprasented by 215,000,000 ghares with & norminal value of 0.50 euro sach. '
l
|
H
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NOTE 57
ENTITIES HOLDING MORE THAN 2% OF THE COMPANY'S CAPITAL STOCK ’

Ne chahges ane known to have accurred im the share strucwre of the Company from 31 Maseh 2000 to 31 March 2001,

The Company's sharehcidars ware as foligws:

3108-2001 $143:3000 i N
Holding antities Amount = Avount L !
vk furooe B¢ 10487710 wm » .
Vol Ario.ch [E.room 8% 10876 | e ’
OXhere 10,584 004 40 1055 W s ,'
e o e RN R AR T R :

On 30 September 2000, Vodsfone Burepe, B.V. was the anly recognised qualited sharshoider in the Campany, with 8 50.89% [
shareholding, This Company, formenty dasignatea Vodafone AirTouch (Europa), B.Y.. changed its irading nams t rough 3 { '
public deed dated of 4 Ssptember 2000 (see Note 14),

In accardance with the Company's Artictes of Association, as modified Bty tha sharenolders s\ their maating of 14 Noverriber
1986, the Managsment Board is allowaed to mcrease the share capital yp 10 2 maximum amount of PTE 50,000 million in ane
or mare phases, subject 10 ths approval of the General Council,

NOTE 58
CHANGES IN SHAREHOLDERS gQury

1 1‘;
............. e .,
'; %h' hm"'"" Incresee Oosrenss 3t ;
Surs caphw nng 218819 i q
un srurm ‘ . ' L
Nemwai ks »ay ”» (2 '
Prarriun d dacars o are 00 faea0m h m '
g raeno oM 8? 1819854 . )
Acclirel puerens : ‘ )
Fres Raaghan 16.110.00 wa3a ) S04 763 . ‘
S e . ’ ,
Ragirmd wng 2268479 [V ] |
Nal iInpme
D1-01. 1080 10 3 THEXD 22808 BOs 07 | ; q
04042000 ' 31.05. 2001 jm |
AR AT T PR T Wm_m ] ,
recsco By decision of the sharaholdars at thaeir maeting of 30 June 2000, the distribution &f the sarnings for the 18 mo+x period i {
"B voackane anded 31 March 2000 was mada as foliows: () incraase of the (egal raserve amounting FTE 1,013,334 thousand, {lij increase

of other reserves amounting to PTE 19,258,342 thousand, '
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In acsordance with applicable corporate legisiation, iegal reserves must be ineeaged by at least §% of annual net mccma

untll that raserve represents 20% of the share capital, THS reserve cannot be distributed to e srareholders, But ¢
usad to increase share capital and to absort tuture l0ssgs.

QOn 31 March 2001, Talacel Vodatfone held 467.019 of its own shares, with an acguisition cost of PTE 1,357,371 tha

During the period anded 31 March 2000, it haid 4 432 own shares, with an acquisition cost of PTE 105,779 !xhousar
Note 23 n). .
i

NOTE 58
TRANSACTIONS WTH SHAREHOLDERS AND AFFILIATES

Significant transactions with Talscal Vodatone's major sharehoider's atfiiates are as foliows:

ORIl

aﬂbn

Lsand:
d (see

mm Transactions value frem Buiznce al

1-

a
_ 01:04:2000 1o $1-03-2001 £1:0441490 1o 31 05-2000 NLSEN | NG00 |

Company incoms Cost Incoms Comt Pavable ! padle |

Verisiors Grap Fie SAd Macaiaiad undeniaidngs 1,963,082 289 135,00 1688247 2840 o

Cafooum 140,400 CY...N

Newsuds N 12270

N T PO DavEDS [ Nilaadite SOvaSERS) L0 T CASLN 9 e EuDEPIOND OLx B3 v87 LFomet e hosa 10

Furthermors, 3t 31 March 2001 the Company has a (oan granted by Vodatone international Moidings, L1d, arﬁounttng
milion euras. which is recorded as a liabiity under the heading "Other shareholders” 1o the amount of PTE 48,1
thousand (31-03.2000: PTE 21,050,610 thousand). This loan is made up of two zredit lines, the first totalling 100 millio

end the sacond 150 millon auros, of which 140 mifion suros were committed on 31 March 2001. The repayment

ta 240
18,680
M euros

ied &

the same for the two lings, 8 manths, with deferred intarest duing the contract period at the Eurbor rate pius 0.6% in the
first case and at tha Libor rate for eure comracts pivs 0.325% in ihe second. Interest incurred during the period amjountsd

1o PTE 1,170,500 thousand ((01-04-1988 1o 31-03-2000 anc 01-01-1589 to 31-03-2000: FTE 531,000 tolsand)).

NOTE B8O
STOCK OPTION PLAN

The stook option plang in place for the currant mempers of the Board of Diractors and for the Companys managevr& staff,

made up of Telecal Vodatane sharss. can be surmmarised as follows:

due of ok ynit Stock ek Ghck
approval oplons pricy ophorm options optign ot
____ grantsg ("] cncaliad aken yot (akan -
il 8000 by ] 30,000 e
owre sAND aue 83% ®a3 1.2
il 2580 2,486 . y- msam
Sep-9 Mo 20 0 o000
a0 : sa0 Jam L4 5.0
S0 (o S8l S| ° apss
Dec-20 i ¥ ] 249 o’ a2x
ol 17603% =om .omae TYel ]
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Maturity of sach of the stock apticn plahs vested on 31 March 2001 is summanised in the following tabla:

...... - . . |

am 4am A &

S and? DKM ANE S Mae® Gep00W Dee0W |  Tel

18 20,00 ‘ ! a'lgu

1. u0a% ) . depo !

2000 20.00 nay (7] 8o . A7 | ’ '
=0 xnaw wm an? ™ 121,138 ‘ .m] '

] ] o1 a7 . nam s
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The right to exarcisa the stock options In pach of e plans ands 7 yaars after granting.

During the period ended 31 March 2001, tha bengficiaries of the stock oplion plans exsrcisad thair option fer 8,583 M&Dk
of Telacal Vodafone, whieh resutted in 3 ne: lisbity under the heaging “Payrei expanses’ of approximat
thousangd, daducied from tha provision from previous periods (ses Note 48). I

[
in tha parlod under review, Telecal Vodatone reduced the proviian fer cogts 1o Da incurred with tha above mantioned &to<]
option plang by PTE 78,975 thousand.

x

NOTE 64
COMPLEMENTARY PENSION SCHEME

Quring its Dacamber 1937 meeting, the Company's General Ceuncll approved a complermnentary pensidn schemmie (qeﬁﬁ
contripution) covering &l employees, including Board membors. On 1 May 1888, Teisesl Vodafone sel lJD
aforamantioned schemg, funded by both the Company and its empiovaes’ cantibutions, which covers pe'mann n
empioyees with more than § momhs® servica. The Pension fund is managad by an indspandem fund managem ICOan

in accordance with the terms of tha Plan, the Company I8 committed 10 maks comributions equivalert ‘% 8'10
§.75% aof the annusl salary of each smployee. depenging on bath the percantage of the employse's own ¢ mbuhon arrd |

age.

In the pariod anded 31 March 2001, the contribution mads by the Company amourted te PTE 178, 05'2 milien t(01 04-1949
to 31.03-2000: PTE 193,276 milion and 01-0141989 to 31-03-2000: PTE 215,725 mifien) and it was accod med fcr as|s
payroll cost. P

Empioyes conridutions are vested bensfits upon payment. If an smpleyee decides 1o laave the Company, ccnmbuw{m
mads by the Company aiso becoms vested banefts: howsvar, the percentage of the Comgany's contribution (hat bacomps
vegted banafts depends on tha omployee's tims of sarvice, as KRlows!

‘
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NOTE 82
CONTINGENCISS Co

Activation of Customers v s

The procedures acdopted by the Campany in connechon with the agtvation of a yignificant portion of s Custamers caj give
rise {o habilties which, depanding on legal interpretation, can be estimated to be between PTE 4,280,000 thousand an PTE.
5,850.000 thousand as at 31 March 2001 (31-03-2000; PTE 2,850,000 ihousend snd FTE 3,700,000 thousand).

Managemant talaves that based on legal advise recened, no provisicn shauld be made in the financial atatemants tor
contingencias. '

NOTE 83
STATEMENT OF INOOME BY FUNCTIONS

a) Raconcilistian of the extraordinary incoms in the statement of incame by nature with the statement of incofme by;
functians T

The staternant of Income by functions was prepared in accorosnce with the Accounting Diractive na. 20. The con of l
extraoreinary income in thia statement is diftsrent from that of Official Portugusae Chart of Acsounts (POC) 1o that of the
statemsnt &f income by naturs, Consaquently, extraardinary income recorded in the statemant of ngome by nature | Nowe
48) has been reciassified to other oparational ncome and to ather operational costs, amaunting PTE 237,033 thousand and N

PTE 1,288,284 thousand {31-03.2000 (12 monthe): PTE 588,437 thousand and PTE 1,160,211 thousand and (1§ mpenths); |
FTE 1,448,413 thousand and PTE 1.453,251 thousand), respsctivel. :
Tre raclassfication effect i as fofows: ‘
e i e “ = —annnnns -~ . ]
01:04-2000 13 31082001 01-04:9888 0 31031000 01-01-140 10 31-02.2%0 : !
By rature mw«u By funchen By natum Roclssaifiagtion By fuaction By il Peciadsifiontions Wy furztien

mw‘ 2840778 aonzEy  BITRAEY UMM YT RS  NE0EM Y 198 |
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- RemIn) gamita o namne  (1emMN ‘ -
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b) Cost of sales and services

...51:34-2000 to 31 32000 ;
' LRV R B
Goods Senviem Towd ® OO 1o 59{02000
Spwrwg arsary 1020080 10209430 13570 1087.6R
PRALCTN 91 SrThas S 34160188 »289 4305 0.90.001 98,719,579
veriory et 04,290 S0 28 .7 flo.ckan
Tranater: 10 ket paoed 1320028 rame 8791 %7 ne7.4g0
Corng maniary 6,770,608 5106 (10 2B A0) DABAT)
001 of caies K Of SRS prowcied nomen L 1o, u R2R150 uwaI
)
i
!
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NOTE 84
SUBSBQUENT BVENTS

On 16 April 2001, the Teiscel Vodafone Foundation for the Development of the Information Soclety was creatgd. ‘ﬂﬁis
institution, with an mitial grant of PTE 1,000,000 thousand, is the resutt of cornmitments undsrtaken by Telecsl Vodafone at

the time it obrained its UMTS licanss.

The new Foundation will aim to promote seientifis and tachnological ressarch contriputing to development of the In
Socmy. 10 pmmme training and profassional qualification in xhe tslsmmumca‘dons and T sactors, 1o davalop St

in order to minimise the impact of the compulsory adoption of the auro as intarnal currency as of 2002, Talecel Vi

changed its software systams irom Pertuguese escudos (o euros in April 2001. Taking inte agcount the complaxity of quadlol
Vodafone's biling sysisms. adaption of the eurc as the manetary unit for billing is only foracast for the third quarter bt 2001,

THE CHIBF ACOOUNTANT
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NOTES ON THE STATEMENT OF CASH FLOWS FOR THE FINANCIAL YEAR ENDED 31 :
MARCH 2001 ' |
(Amounts expressed in thousands of Portuguase Escudos) i i
|
n o» S 1 a0 31.03-3004 ‘
c.;:hw 7y .. 1 !
Cash o barks aasn 2 i
TRED 31@ ;
THE GHITF ACCOUNTANT mmmrm

|

The Porrugusse Securliies Market Commission, in comphance with that stipuiated in no. 3 of article 250 of the Socud!!as Coce,
axcused the publication of indvidual financial statements.

The financial gocuments that Telscel Vodatone was excused to pubiiish, 10gether with the remaining anes, i ara svailgble for
consultation in the Campany’s heagquarisrs as estabished in the Securities Cade.

i . CwecEL T

%

| TELECEL VODAFONE | REFORT AND ACCOUNTS BOOD | NOTES DM THE FINANCIAL STATEMENTS |

e e ———

b
B

-

-



N omemm s e nmT ZreimoTe e mToTIeTes = = = =< ; ,
vy _

s . i . -

"y . - L
.

v L
3 o o . . e

o e i i —mmme—s e e — s se ws e o e = -

ey

adide e = a vt

-

Mob s

WV Lk ww
-

Vel
1
~
[




08
REPORT OF INDEPENDENT
ACCOUNTANTS

To the Sharehoiders of
Telecsl - Comunicagbes Pessoals, S.A,

1. We have audited the ascompanying consolidated
balance sheet of Telacal « Comunicaghes Pessoals, S.A as
of March 31, 2007, ang the raiated consoidatad state-
ments of incoma (By nature and by functions) and cash
flaws for the year then snded. These consoiidatea financial
staterments ara the raaponsibilty of the Company's Board
ol Directers. Qur rasponsibllity is 10 express en opinign an
these congolidated financial statermants based on our audt,

2. We conducted our audil in atcardance with generatly
accanted auditing standards in Portugal. Those standards
requre that we plan and perform the audh (o abtan rea-
sonabla assurance gbout whether the sonsolicated finan-
cial statements are frge of material misstaternent. An sudh
includas examining, on a 185t basis, svidence supporting
the amounts and gisclosures in the consoligated financial
Statements. An audit alao includes asseasing the accoun-
ting principles Used and Significam estimates made by
management, a5 will as evaluating the overall consalidated
financial statement pressntation. Wa Dalieve that our audit
provide 8 raasanable basis for our oginion.
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3. In our opinion. sueh consldated financial st.-.::menm
present fainy, in a material raspects, the consqlidated
financial position of Telecal - Comunicagles Pessoais, S.A.
as of March 31, 2001 and ‘he consclitiated resutjs of its
operations and its consolidated cash flows f,Br the year than
sndad, in conformity with generally acceptes actounting
principles in Portugal. | ’

4, As mentioned in Note 14. ot the consolidated fnancias
sietements. Telecal - Comunicagdes Pestoais, SA. has
changed for statutory and twax reponting purdgses is
accounting period. Such change was effective sincl 1+ Aginl
2000. Thersfors. the Company has opted 1o present
incorne sistements (oy naturs and by functions) for the
fellowing periads; () 1 Aprit 2000 1o 31 March 2001 M) 1
april 1999 to 31 March 2000 (unaudited)i @) 1E\January
1888 10 31 March 2000. The financla! stat far ne
fiteen momh period camprissd betwaen 1 Janudry 1989

anc 31 March 2000 were audited by anotiver frm who
issuad thair report on 15 May 2000, :

]
‘

DELOITTE & TOUCHE
July 3, 2001
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STATEMENT OF INCOME BY FUNCTIONS
FOR THE FINANCIAL YEAR ENDED 31
MARCH 2001
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NOTES ON THE FINANCIAL
INFORMATION PRESENTED IN EUROS
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ALTERATION TO THE FlNANC!AL AND
REPORTING YEAR

The financial information presanted i aurcs in this raport
compliss with the Aggounting Dirastive ne, 21 with ragard
18 accounting of effects of inroducing the ewro, approved
on 29 October 1887 by the Accounting Standardisation
Commiasion, snd the Recommendationg fram the
Portuguese Sacurities Market Commisgion concsming
Financlal Information Disclosed by ssuing Entities.

For accounting purpesas the base cumency of Telscal
Vodafana 13 the escudo. The financial information
presanted in euras in the text and tha financial statements
with regard t0 2001 and pravious years is provided anly for
ire convenience of readers ang is basad on the fxed
conversion rate of PTE 200.482 10 EUR 1. Thg valugs in
euros result dirgetly from the appiication, ing by ling, of tha
aloremantionad rate and the rounding rules in force. There
may de small differances tetwsen the sums of the pans
and convened 1ol or betwesn ratics caleulated bafore o
after the conversion of the raspestive factors.

Tha repiacement of histarical valuas In gscudos with euras
must be interpretad as information disclosad only of an
indicative natwe and not as reprasenting, or able to repre-
sent, the values in suros on the dates referred to,

|
In accorgance with current lagnslatlon ang after duly
obtsinng lega! approval, Telecel Vodatone aftered its
financial ang reporting year to the period mnn}nkcfrom 1
April to 31 Margh in ordar 10 coincide with|the insncial year
and reporting poiicies of its major Sharaho\dsr Vodafone.

Owing to this alteration, the yaear 19b9 exc ’pkiunglry
included five quarsrs s the yaar of !ransmon runhing from
1 January 1888 o 31 March 2000. Therefore # is §
to note thal. uniess otherwise stated, ai ref
yaar 1998 made throughout this Repon and
cover the period from 1 January 1389 tq 31
and not the usual calendar year. !

The year 2000 is the first year hat the Comparny hias
adopted tha new financial period. Tharstota this Repon and
Accounts concerns Telecel Vodatone'; acﬁvi; in the
twelve months ended 31 March 2001, .
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NOTES ON THE FINANCIAL STATEMENTS FOR THE FINANCIAL YEAR ENDED 31
MARCH 2001

{Amounts sxpressed in thousands of Partuguese Escudos)

INTRODUCTION

TELECEL - Comunicagdes Pessoais, S.A; ("Talace! Vogafone* or the *Cempany™) was founded em 15 May 1981, and
provides principally moblle welecommunication services undar a 15 year licensa granted on 18 Qctober 1981, by the
Portugusse Governmant through the Ponuguese Insitule of Communications (ICP). The business activity of the Company is
subject to the 1arms of this license, :

On December 1898, Telechamada - Chamada de Passoas, S.A. was mergad into TELECEL . Cornunicacbes;Pu ) S.Ai.,
the affective margar date baing retrospactively applied to 1 January 1998: All assets and fiabiities of the acquired entity wers
transferrad (¢ Talsce! Vodsafane based on the ralated book value as at 31 Dacember 1887. .

As a result of the merger, Telece! Vodafone began provicing paging services that wene previously provided by the gequired
subsidiary. Following approval from the ICP on 27 October 1998, the aniginal 15 year license granted to Telechamada on 29
April 1982, 10 provide direct paging services, was transfarred to Telecs! Vodafone. This new Dusiness activity ¢f tha
Company is subject 10 the tarms of this licanse. : :

in arder to compiete it offar of mobie lalecommunications services, Teiece! Yodafone applied 1o the ICP for | ting
licamess for indireet fixad telspnone senvices and tor direct fixed telephana services using FWA (Fxed Wu'da:ss Accass). The
liconsas, both valig for 15 years starting 1 January 2000, were granted in 188@. Oparation of the indirect fixea telephone
services stanted at the date of the licansa, whereas the direct access sarvice through Telecel Vodatone's fixad netwolk, using
FWA (Fxed Wirglass Access) as the main suppon, slarted pilot oparations in Jung 20C0.

in June 1993, Telace! Vodatone siarted its internat cparations @s a service and content provider. The success of Lh- new
activity. together with the need 10 specialise the commarcial axplofiation ot each of the business aras. lad to the crgation on
9 Qctober 2000 of a wholly awned subsidiary, TELECELONLINE - Comunicacdes & Senviges. S.A,, for the establishment,
management and operation of telecommunication infrastructures, the supply of telacommunication services gnd the
devalopment, management and oparation of interactive content and sarvices, TelecslOniine has & share capita! ofF miliion
owrss (FTE 1,002,410 thousand), raprasented by § milion shares with a nominal value of 1 euro eaeh. "

The share capital is made up of cash and assets: ‘

- 545,804 suros (PTE 109,424 thousand) in cash; '

- 4,454,186 euros (PTE 882,886 thousand) tnraugh a transfer of fixed-assets refated to the activitias to be developad by the
company in tha internet sactor

The fixed assets uged by Telecs! Vodlafens for the cash pay-up of TelecelOnline share stock can be summarised al follows: ' N
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As part of Telece! Vodufones continuing strategy to position itseil as an integrated opemater of ze&eemun'
information servicas, on 24 Ceteber 2000 Telece! Vodafone and Cfocus - Solugdes €8¢ Markeling, S.A, od C .

~ SolugBes informaticas para Telacomunicagdes, S.A., 8 joint vantura for the development ang marketing of Qustormer
Ralation Managsrment (CRM) solutions for the tslgcommunications sector at both national and intarnational lavel.
has a share capital of 100,000 surcs (PTE 20,048 thousand) represented by 100,000 nominal shares with aneminal value of

1 euro each, of which Telecel Vodafone halds 45%. Celfocus’ share capital was fully psid-up in cash at the date aof the
memarandum and antticies of assaciation.

1
t

! ]

The need to optimise the role of information mchnology {IT) as & support for the telecommiunications market was a decisive
factor berind Telecs! Vodrfone's decision to take an 80% share in NEXENTER - Cantras de Tacnologna da ln}rmaﬁo
S.A.. incorporatad on 22 February 2001, an IT sarvica provider whose functions inelude the managamnnt of M support
infrastructures, the technical management and cperation of information systens and the supply and \manag ent of
conneclivity to access sohtware applications in the systems under its responsibility ang the managamcm of computer
operations, both in-heuse and at the premisss of business pariners. Nexenter has a shane capital, fully patd-up i mh of

2,500,000 euros (PTE 501,205 thousank) represanted by 2,500,000 shares with 8 nominal value of 1 euro éach. Naxenter's
oparations started up on 1 Aprl 2001,

. | ,
In order 10 maintain a leading position in the Poruguess celiuiar phone markat through ™e matile-Intemet converg ang

UMTS deveiopment in Portugal, on 28 Saptembser Telecal Vadafene appied for a UMTS license, granted by a Govermmant
Act on 19 December following the call for tander for four nationwide UMTS lcenses for the mebie mdmational
telecommunications sysiams. The license has a 1S-year duration, gnding on 11 January 2018, snd Telece! Vodatone wil be
subject throughout to the lagal obigations In force for the Operations licensed. 3
, .
As of January 2001, Telecel associatad its brand with Vodafans, thus reflgcting the Company's relatianship *mm the
wondwide mobile carmmunications ieading Group. : i

The fallowing netes are numbered in accordance with tha Portugusse Official Plan of Accourts (POC) app}mvea Decree

Law no. 410/88, trom 21 Nevernber, and modified by Dacres Law no. 23881, fram 2 July. The note numbers that &re net
included refate to notas that 3ra not applicable,

|
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i - INFORMATION ON THE COMPANIES INCLUDED IN THE CONSOLIDATION AND OTHERS
NOTE 1
COMPANIES INCLUDED iN THE CONSOLIDATION

The companies included in the conaslidation, as wall s thgir Head Office, the consclidation methads used and th
capital held by Telecal Vodafone on 31 March 2001, can be summarisad as tollows;

B sha

trenrnamcesans o '
Company Head office nir metngd |
Tt « Srrunoncies Samoal. SA. ;
Subadens ':
TainosQOrirs » CITUNCEONS & Earaga, SA, Unoon 10 hq'l
NawanLe - Conion e Tacrcianls S ntomeas, S.4° Lsoon - Elly
* Actaiegt MR o | g 20O, l
NOTE 2 .
ASSOCIATED COMPANIES
. v = et
Compamy Maad offics S vodeione  Coragiowien |
Cagious - SEAQAm NioTTCIS B TG, A = <% Sauty
% Cont

T N - Gou(id § Presacio de Sons Nt 4 O SAOS KE M, .4 Uspan

The only case whére Telece! Vodatane has an indirec! participation on 31 March 2001 comesponds to Telaf':aIOnline's share |

in the capital of Netsalde, \

Netsauide only started s activities in Fabruary 2001, and therafors the cost method was used 1o account for that mvestment

since ysing tha equity mathod would be materially irrelevant within the consalidatad financial statements ta}usn as .L

NOTE 7
AVERAGE NUMBER OF PERSONNEL

The average numbar of parsonn! in the campanias inciuded in the consalidation (n the period from 1 April 2000 ta 31 Mareh

2001 was 1,742 (01-04.1939 to 31-03-2000: 1,501 and 01-01-1998 to 31-03-2000: 1,527
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il - INFORMATION RELATING TO THE CONSOLIDATION METHODS ' o

NOTE 13
DATE QF THE CONSOLIDATED FINANCIAL STATEMENTS

The consclidatad stataments for the Group refer 1o the parsnt Company's annual stataments, (e, they arb nndex?: e the
pariog from 1 Aprli 2000 10 30 March 2001 (ses Note 14).

With the sxcaption of Nexentaer, which only started its acivitias on 1 April 2001 and which will have an atcou ) periad
equivalent to the parent Company, al associated companies ars included in the consclidated financial stntama by tpe
equity method; for thoss that have an accounting peried cainciding with the calendar year, and in order 10 acjust thalr figures

in the consolidatad financial statements the camyover of results obtained during Teiecel Vodafones accounung pTod waS
13ken iNto ascount,

The adjustments maca have na significart imfluence over tha information presentsd in the consolidated fnanma} st emenxs

I
o
NOTE 14 | o
COMPARATIVE FIGURES ‘ i

I
Following the merger on 30 Juna 1989 betwesn the Vodalona Group Ple and Air Touch Communications inc., th ma}orlty
stockholder in Telecsl Vodafena changed its trading name 10 Vadafons AirTouch (Europe) BV.. On 4 Sep 2000,

through 4 change in the mamorandum and articlas of association, this denomination was changed to Vodafore Eufope q V.
{s@e Note §7).

Dus to the standardisation of accourting policies with the Vedafone Group and tha reguirament of consohﬂated erma&:n
for Group reporting purposes, which differs from the annusl reporting date normally ussd in Portugal, Talece! dafene
successhully appliad ta the Poruguese Tax Autharities for the agoption of a tax accounting period different from the ca!endar
year period, . : i
Eollowing this crange. Telaca! Vodafone adopted a 12-mentn accounting period beginning on 1 April 2ood Thea usm¢m
of this to the Company's pravious procedures means thal the accounts presanted harain, rsfering 10 the penad ing .b”
31 March 2001, are shown in camparison both to the previous unaudited pedad from 1 Agril 1880 to 31 Mérgh 2 anq to
the previous audited pericd of 15 months frem 1 January 1888 10 31 March 2000, subseauant 1o which Talecal Vodatons
adjusted fts accounting period. Accarding to the expianation given as regards the parant Company, the subisidiaried ussd 'an
accounting parlod cerresponding to the ane Lsed by Yelacal Vodafone (see Nots 13). .
i
The Company is fully convinced that the use of an accounting period that is not equivalent to the calenddr yeer Jut which
refiects the two-season tendency characterising the activites of Telece! Vodafone will net rasult in any' distortion in the
analysis of tha Company's results. sinca most of 1he above menticned daviations stem from normal growth in actiytics. ;
f
Atthough the period anding 31 March 2001 will ba the first in which Talece! Vedafone prasents conadlidated| financial
staromans, the Company considars thal tha values presemted for this period are in every significant respetl:x col ablei to
tha valuge presented in the previous financial year far the same period since, as statad in the “introguction” 1o thesa notes,

the Intarnet activity which leg to the creation of TalacslOnline on 8 Qctaobar 2000 was alrgady condumed Dy ths parent
Company.
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NOTE 18
CONSISTENT USE OF VALUE CRITERIA

The main valuation orteria Lsad for the praparation of the comsolidatad financial statemants. as deseribed in Note F3% are
consigtant for &l companies included (n the censchidation, o

NOTE 18 o
CRITEBMIA USED FOR THE ACCOUNTING OF INVESTMENTS IN ASSOCIATED COMPANIES

imvestments in associated companies are sccounted for by Telecel Vodafone in accardancs with the equity mefhed,
tharslorg the amounts relating 1¢ acquisition of such Investments was increased or reducsd by the progoriena! urfs
corasponding to the net results for the pericd, bath as financial gains or losses and as adjusiments 1o the share 1aken n
associstad companies. { .
The shars heid by TeleceiOnling in Netsaide is, in that company's fnancia! statements, accoured for at acquisitian cost.
Natsaude was created « February 2001, and its mavement until 31 March 2001 was practically non-existent, therafore not
justifying the use of the aquity method,

The capital share subscribed ut 88 yat unpaid on 31 March 2001, corresponding to the Groups partcisaticn in Ndtsados,
is accounted under the heading “Cther creditors’. as ‘Sharaholders ~ Payabls subscribed shargs®, with 3 value of PTE

112,270 thausand,
The maost ralevant information evailable as regards 1o the asseciated compames francial situation ang  activities qmm the
period ending on 31 March 2001, sng consdlidatad by the equity methad, are as follows: :
e P e . v .
Company Haad ofics NN equty D020 10200 )
CaFemat’ Ligton 2008 o2 E-T Lt 3
Nazender . s 501208 L
21293 Ras7r . LY -]
' Tho pTOMW Shamn Wy Caitoeig iUt 10 DO e 00000 #0Et o 31 DIcLTER! 2000 91D the BT Supter ot I8
Summary of the financial information:
i} novem |
CatFoeuy” ' ~¢+wu
Baianae et .
Nel 0w 154,008 L oF- ]
v ) RLEE- - I :
Saroidey’ Sauly L7 - B .08
Pve Canl e [
Strermen of \ncome f
oo 13l
Conts 160,583 ' :

Nt Rasutla - 8.
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- The tandar costs are amortised on a straight-line monthly basis over tha period of the ficenae (15 years).|
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IV - INFORMATION RELATING TD COMMITMENTS ; !
’ !
NOTE 22 | :
LIABILITIES RESULTING FROM UNDERWRITTEN GUARANTEES ; :
On 31 March 2001, guaramtees underwritten by Telecel Vodafone can be summarised as follows: : 5
| |
] 1
! L
................. USRS S SV B
Heading L e
e o atied it , Al Y-
Aeven | 058
v ! zbeo
ot i 081
] ;
1 :
V - INFORMATION RELATING TO ACCOUNTING POLICIES } :
NOTE 28 | :
BASIS OF PRESENTATION AND SIGNIFICANT ACCOUNTING PRINCIPLES AND POLICIES 2 ,
The accompanying financial stalaments nave been preparad on a going concern basis from the accounthg recoras of the
Group campanies and ars presentad in accordance with ganerally accepied aceounting pringiplas in Portugal. The gnrﬁclam
accounting peicies used in the financial staternents are consistent Bmongst the companias inciuded in cohsclidation.
The significart accounting principias and policlas used for the preparation of the financial statements are ds foliows: |
{
. '
a) Recognition of revenuas and expenses { ‘i
f H
Revenues and exgenses are recorded on the ascrual basis, '
|
Revenues for 1glgcommunications servicas are recognisad when earmed. These sarvices ars tilied oﬂl & moanghly b?sis
throughout the month. Unbilled revanuas from the date of the last bllling cycle to the end of the month ard astimalad based
on actua! volume and are accrusd. Differences betwesn astimated and actually biled revenues, which have Inot been
sigrificant, are recagnised in the following period. :
b) Intangible assety : f !
intangible as60ts are recorded at cost and consist principally of the following capitaised costs ang expefpse& (i) oparaung
expenses Incurred during the Company's stan-up period, (il) expanses related to the davelopmant of the netwerk|| (iil} costs
reialed (o the submission of the tender for a license to operata as a mobils lelecommunications operator, fixed opgratar and
Intarnat provider (iv) expenses which are direclly related to the deveiopment of the Company's commerdial operations) {v)
costs incurred with the extenaion of the mitial warranty periad of the network sgquipman, (vi) expenses refated to the technical
support of the devalopment and optimigation of the natwark operatians, (vii) Isasae line installation fass and ,(vm) costs rela!ad
‘o promotensl campgigns 1or ngw ausinessgs and acauirng new Custamers. ‘
The amortisauon policy is dirscty related to the nature of the costs Incurred, as follows:

« Tha remaining intangibie assets are smortised on a straight-line manthly basis over 3 to § vears, dependupg or their namﬂi

and commaencs from the date on which the costs are incurred,

i

I

i
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. usetu life of the telecommunications network software from € 1o 3 years. Accordingly. 2l acquistions gubss
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c) Fixed assets

1

i

l

1

|
Fixed asgets are stateg &t cost. Recurring maintenance and rapair costs are charged as an expense in the asnad mL
Significart enhancaments and improverments are capitaiised. Fixad assets are dspraciated on 3 straight-ling month basns
from the date on which the asssts are placed in operation. The rates used are dsfined in Decree-law 2/80, fof 12 uary
and approximate the useful ivas of the related assets as follows; '

i
|

..... 443888 epPemcunncorrsten
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1
Depraciation of tha tangible fixad assats diractly ralatad to the tglacommunicstions netwark {with the exesption ¢f
applications) sequirad up to 31 December 1885 was calculated according to the compound interast method. As of 1
1998, givan the Company ) develonment both in terms 01 number of senvices usors ang volume of te!eqomu

depraciation of tangibie fixed aaaets acouirmg after that dats. i
As & rasult of the continuoLs tachnalogioal innovation. management ravisad with eflect from 1 January 1986, the

Decambar 1898, are depracisted over 3 ysars applying the straight-iine method, and depraciation rates for nytwork feware
until 37 December 1885, have Deen ravisat! prospectively, the sffact of whieh was racarded in “Other provisions™ (see Note
48).

Within 8 core actiity, Telecs! Vodafana capitalises cellular phanes for repiacamant at Customer-ievel while the eqlipment
ownad by the Custamer is under repsi by the manufacturer. Givan the electranic squipment obsolessence Iridexes, ogather
with tha last rate of degradation of squipmant supporting this activity, Telecel Vodafone regquestsd ang obtannad from the
Tax Administration approval 10 uas 8 digrassive tax retef for those asssts, while maintaining therr usehul ite nenod {5]years).
i Do
d) Minancial investmant '
| :
Financial investmart held by Telscsl Vodatone in associated compames are accountad for by the aquity mathed. pith the
sxcaption of Netsalids far which the cost methed is usad, '

Vaiues relating to financial investmants in other companies are at cost, : 5

g) Financial leasing !

Assets acquired under finance laase contracts are accouniad for as fixed 85861s, and the abligations undsr ths finang lsasep
which correspond to the prasant value of the Iease payments, are recordled as a liabllity (fixed agsets suppﬂms) {see otn 47)
! D
1) inventories [ f !
}

, i 1
Inventories are s13ted at the lower af cost of net realisais valus. The cost i detarminad using the avarage cost MeENOd

) oo

‘ o
Accrued expenses ang inCome inclugds expenses and reverues that ane eccrued in the currant reparting p'mod and Whlch

will be paid or recaived in gubsaquent raparting periods, Prepaid axpanges and deferred incoma inciude expenus ?md and
ravenues pilled that will be recognised as expenses and incorme in subsequent rapoMING penods, i ‘

9) Acerusd axpensas and income, prepaid exponsas and deferred Incoms

|
1
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n) Customer contraets

Diract costs of acquiring Customers under & cortraCt 10 remain with the Company for a specific paded of time arejceferrad
and amortised over the period of the contract (see Notas 49 and 85).

0 Provision for doubtiu! debits

The provision 1or doubtiul debts (s stated 8! 1he amount considarad necesssfy to cover potsntal risks ¥ the coxleciior\: of
aceounts racaivable balances,

) Pramotional program . b !

In 1988, the Company developed a bonus scheme for Customers based on the value of airtime usage from 30 June 1997,
in which access peints are awarded for various promotions. The Company set Up 3 provision for the relatad 8 tofhe
ncurred based on the eslimated volume of aitime points usage, Glven that the Company has maintained this ¢ mmercial’
stralugy, he initial estimation, which was reinforeed throughout the several accounting periods, is adjustad borh as g function
of the forscast usage of points by the subscriers and of thair estimated usefu! fife. .

k) Stock aption plan

Uabiltigs related with the Stack Option Pian for Managument Board membars and manageriat staft (see Notes 465 gnd 60)
are 3cCruad as expenses on & proportional besis, taking into cansigsration the periad of time during whigh the dpt

gcquire the atiributed Telecel Vodafons shares ars vested. The acctual rapresants the ditfarance between the m 'ke‘ Dw@
¢f the reiated shares and tha exercise price [see Note 23 n).

1) Income taxes

The Company is subject to corporation tax In accordance with PoAuguese corporation tax tegigiation (sea Nate

Unti 31 December 1987, tha Company dig net account for deferred taxes. However, from 9 January 1688, and in
with the International Accounting Standard no. 12 (ravised), which was adopted by the Company following imple:
of the Portuguese Accounting Directive no. 18 1n 1998, defarred taxas are provided for tamporary diffarences arismr fromitre

recognition of income and expanses for financial rapariing and 1or incarme tax purpcsss in diferant fmanaal ysars!{see Nots
§8).

During the period ended on 31 March 2001, ang acserding to the gengrally acespted ascounting princip{o‘s whichi are at tha
core of the Company’s financial staterments, Talecs! Vodafons chose 1o eccount in an adequately saparala mannar for
deferrad {axes (asaets and fiabiffies), under the headings "Accrued Income* and “Accniad Expenses” (sec Notes 53 and 55).

m) Panaion scheme

in May 1938, Telecel Vodafone set up a defined contribution pension scheme covering all employess: The Cbomnanys
pension cost for the year is the amount effactively sontriouted into the pension Fund (see Note 81),

'

n) Own shares

 Foliowing intarmal directivas from the Vodafore Group, Talecsl Vodatons acquired own Shares on the stock matket ddn‘ﬂg

the oeriod enced an 31 March 2001, with a view to ownng the full stock of shares commined under aifferent stbok odtien
plars (see Nogs 23 K. 58 ang §0).

This acquiattion of own shares fulfils 84 the legal requinements of applicable corporate legisiation (Poruguese Company Cf}de).
and accounting was dong in campliance with the dichatomy faresesn under the Official Accounting Plan batwaan the face
value and premiums and dlscounts. ‘

RaG §8
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NOTE 24 !
ASSETS AND UABRILITIES DENOMINATED IN FOREIGN CURRENCIES :
C

In aceordance with Accourting Direstive no. 21, related to the ascounting effacts of the (ntroduction of ma euro, Telocal
Vodafona has convarted to escugos all assets and liabiities dsnominated in & foreign gurrancy at tha Balance sh data@
using the triangulation with the awrd conversion rata. Co
The resutting exchangs gains and losses are recordad in 1he statement of income, ‘
!

VI - INFORMATION RELATING TO CERTAIN WEADINGS !
i

NOTE 25 i
INTANQIBLE ASSETS |
’ !

i

i

!

i
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Additicnal information related to tangile fxad assets: L Co

o e peasts WG DROMDNG 1 e pates !
Network eionen 104327497 DM

NOTE 20
CAPITALISATION OF INTEREST ON FINANCING OF FIXED ASSETS

In the period ended 31 March 2001, a8 in other comparable pariods, Talece! Vedafena did not capitalise intarest ralatyd to
the financing of fixed assets during the construction phase. I
|
NOTE 3B . !
EXPLANATION FOR EXTRAORDINAAY PROVISIONS RELATED TO CURRENT ASSETS

The in-housa commarcial and logistical ratnonahsmnon that took place during the periad ending 31 March 2001 jllowsd
Telecel Vodafonas 10 mgnlﬂcanny optimisa invantory rotation svals and Hus reduce tha provisions for their cover. Given this
fact, the Company reduced provisions for inventory depreciation, aimad for covering the 1echnglogical and commarcia) deval
uation of phone and pager invertories (sse Note 46), by PTE 445,740 thousand. In the equivalent 12-month pari ended

31 Maren 2000, this provision was increased by PTE 421,748 thousand and in the last 13-month pericd, ended on 31 March
2000, by PTE 510,166 thousand,

inthe 12-month period endad 31 March 2001, the Company destroyed gbsclate invantories amounting 1o PTE 482, 3# thou-
sand (01-04-1889 10 31-03-2000 and 01-01-18989 1o 31-03-2000: PTE 418,240 thousand).

1

NQTE 38
SALES AND SERVICES RENDERED BY ACTIVITIES

The net sales and services proviced, was ag foflows:

................ e

- 01-04-2000 N-0C1908 | 011808
Activey BNAINN W ISAN0, o 714892800
S of st v saesaes L7808 108 16.71RH
Wonvicas crovca s atare 1850050 szranasa 27

w

IR0 = bt L 2e T 1602 S4 10 ameo? 1
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NOTE 39 |
REMUNERATION OF THE MANAGEMENT BOARD '
|
Tha ramungration of the Cempany Managsmant Board was as follows: ;
i
|
t .
#1.04.2000 01009 ;0NN 1090
©ILEWN o NAAPN0 11 3200
MINEQITIN Bosr (a8 Novas §O ang 81 = &.g kY
i
]
INTEREST AND OTHER SIMILAR FINANCIAL EXPENSES AND INCOMER 5
’ !
\
........ devvrnsrencpavararagen
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Deren! aayible 12,70 79200 L SY ]
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NOTE 45 ' |
EXTRAORDINARY AESULTS . ‘ o
Yl 1Yy senmeaveen --npuav-.é--
01.04-2000 0-08-1800 01-011908 |
©F0F2001 1o 11032000 & 31033000
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NOTE 48 )
MOVEMENT IN PROVISIONS
............ - P ceansunavre -
) _“.mm“ Inoragsa Oocryams . Trnwier | cwm.”ﬂwf’ .
...... Seamreen o eemeenasel
Progion © ot Leeoums el (Hots 20) 0006003 908,777 Sar20m 1134410
Qrer oo FRLCY 1500214 £ 2788 340248
Frovmon & restyes dagrciuen Nose 24) 1497208 w1y , 1R85 487
T 18500 3406 {1 S wWmne it
“Othar provisions" include () @ provision of PTE 2,888 thousand {31-03-2000: PTE 82,843 thousand) to gover ihe

responsibilttes relates 10 a stock option plan for the Soard of Management mambiers and for the managsrial of tne

Company {sas Nates 23 & and 60), (if) a provision of PTE 857,231 thousand (31.03-2000: PTE 735,334 thousand] to cover
costs te bs ingurrad with promotional program (see Note 23 j), (ilf) a provision at PTE 880,583 thousand (31-03-2
432,580 thousand) to cover costs of contingant liaisilities in connection with the activation of Customers, as ref
82, angd (iv} a provision of PTE 1,180,000 theusand (31-03-2000: PTE 250,000 thousand) tc cover the estimated ¢
of e Customer telacommunications biling systam. '

'

Tne change in the provigica stated undsr ) during the two periods Under revisw rasulls from the change in mark

the shares indexsed 10 8 stock option plan for memiers of the Board of Directors and tha Company's managerial (staf (see
Notas 58 and &0}, : ’
i
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The mavernent during the pericd for the reduction in the amortisation of the telecommunications network soffwarg, staied
unger the heading 'Provisions* with an amount of PTE -307.918 thousand (01-04-1999 1o 31-03-2000: PTE -§#57.128

thousand and 01-01-1999 to 31.08-2000: PTE -584,583 thousand) (ses Note 23 ¢}, which was rransferred from *Othlar
provisions” to *Tangibie fixed assats » plant ang aquipment’, is shown in the above table under the heaaing “Transidr.

)
- The allowancs for doubtful 2ccounts reosivable is based on the satimated risk related to collsction of thase accoun]s at ﬂpc
end of each period. ]
The amount of PTE -541.220 thausand shown undar "Provision for doubtful gecounts receivabie’, "Cecrease’ in:;t abola

table relstes to the cancellation of fully provided claims bassd on the measures for simpification of pendung | cases
{oresaen under the 2000 Stata SBudget and Decres-Law 114/38, of 4 May.

NOTE 47
FINANCIAL LEASING
On 31 March 2001. agssts undar financia! laasing were 3s follows:

i

¢
I
|
t

Cumulsted
Hueding Oross vais amorbeation el :un |"
Cesmsasasato vEBNmONST s1200040 PPESSRIANAPIERBTIN IR ENENSRRIgETTEIRr e apan
' i
Trarexn euora 07,813 1N e

'
1

As indicaied i Note 23 e), asssts acquired undsr finance 'sase contracts are sccourted for as fixed assets. To m‘\sj end. on
!

31 Mareh 2001 an amaount of BFTE 88.131 thousand is stated under the haadng "Amounts payable to suppliers of fixed ;
assen’, '

Vil - OTHER INFORMATION

NOTE 48 :
COST OF GOODS SOLD

Tha cost of gosds 80id was calculatad as follows:

................................................

MO0 OLGLID Ot

G NGS001 163033000, 1o T1{Ch08
ceesassasnanenarnnin tevessrintenteaserurantstessassanteiasnssasasnd das ‘
Ottty rricry 1020943 LamIm warLaR
A 20,1000 0080188 uuh
ThAMId 1O [asd ASseta [ F ] um,‘lqls ncuqn
Invercory shm ey (13.2082% A.701.57 008,620
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inventory adjusiments inglude offers, internal consumption ard the gaferred Customers acquisition costs, as folows:

T N Y

1004080 1061989 01011988

Invancary sdjustments 10 N-0L2000 1931-03-2000 1o I1Ha-2000

otere e "7rees snsr

NS Contumasan mas L P+ 34,080

Onterwe Ciorws sauskion OT% 14,738,188 7.854.80 [Natt ] !
1920029 (R 19008 997

NOTE 50
INVENTORY HELD BY THIAD PARTIES '

As at 31 Mareh 2001 the.invantory held by third partles amounted to PTE 90,844 thausand (01-04.1888 10 31-031200Q"
ang 01-01-1989 to 31-03-2000: PTE 80,844 thousand).
NOTE 51 ‘
RECEIVABLES AND PAYABLES FROM EMPLOYRES :
31:83.2001, 31403-2088
Resadies by -] u:m
Poyia . temo ahoo

NOTE 52
BANK LOANS AND QVERDRAFTS

As at 31 March 2001 and at 31 Marah 2000, the bank short term loans, In tha amount of PTE 10,983,886 zhousard {31-03-

2000; PTE 6,358 655 thousand) are only related to overdrsis, end bear Interast at market rates.

NOTE 83
INCOME TAXES

The Compeny is subject 1o corporation 1ax in accardancs with Portuguase corporation 1ax legisiation.

The Campany's tax situation is subjact 1o inspaction and possile adjustment by 1ne Tax Agminigtraton for 8 period
for the yaars priar 1o 1898, and for a pericd of 4 ysars for 1838 and subseguent years (tan years for Social Sscut

witi tha excsption of tax (0ases, which ¢an bs raviawed for a pariod of 10 yaars, The Managernent Board ¢neg ot expect

any significant adjustments 10 be made 1o tax returns ansing from the Tax Administration raviaw.

i
Following the approval of the 2000 State Budget, Telecal Vodafons usad the surrent carporation tax rate of 38.2% fof tha |

peried endad on 31 March 2001. The figurs was 37.4% up 10 31 December 1998,

The corporation tax (IRC) shown in the accourts as costs in the period ending on 31 March is adjusted by the iccounmg

racognition of deferred taxes incurred during the period through the raspective temporary difisrances, '

| TELECEL VODARONE | REPORT AND ACCOLINTS 2000 | NOTES GN g FINANGIAL STATEMENTS |
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lo 31-03-2001 ta 31.03.2000" te $1+03-2000
CAmomuon tas coyatie 10.418510 9.159.%8 ez '
Ostarmd wups HOLa8) 43, 40 l&ﬂ? .
ACTOUMEE EOOriian WX 10.018,81 2913317 uorere .

The headings that resulted in Ihe accounting of daferrsd taxes stated by the Company as accrued costs and income on 31

Mareh 2001 2ra as follows:

........

R

01-04-2000 01041899

-------- PERR NS TRIVES TINTAN ATL 2

----- L L R P 314’- - mm‘m '}
Temporery Temparary d Datemed t '
Dirers Dt Tax Tax

) . Pjie (Aaveia) Adazvee] Olftarances e

Proesion ko devirs debe 1,486,440 §12.918 1.0 mn

Provore ior wdy ree L5020 .18 0w 2ol 1201678 .7 T

Doarecision aam anen 0,18 E VT R

ACcrad wpr s 125,400 anzn nan 1580

41539200 nIw 1457002 2.0 2501 M 152 40

The carporation tax charge for the period enced 31 March 2001 was 38.2% (01-04-1999 to 31-03-2000: 58% antl 01.01-

1998 10 31-03-2000: 37.3%).

NOTE 54
STATE AND PUBLIC ENTITIES

ssusreenue

31-09-2001 -03-2000

) Racavabie  Payadee Receivadie b
VILS Ueowr o Y p.25y PP 731138 L4
Skl MDY CTIDULYE W : 15 0 ,
Wahnaiging 1 dcome and oorporion Let) ax9 183 I
Coporan a1 9RC} 140068 c.m.i‘u [
Oufvr uoies (Loces ALY Tax €1 S1amp Oty) 15276 b
™ s L7Tmam 18

The "Valus added tax (VA)" payable ralates 10 tax payasle to the Portuguese State, whereas the IVA receivable relates to tax
paymants made to foreign entitias and recoverabla by Telecal Vodafone directly from the foreign tax authorities.
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NOTE 55

Cmm A e s e A

. ' . - N PR i - i
R I VRV Y SR MR TP w s Y/

ACCRUED INCOME / DEFERRED COSTS AND ACCRUED EXPENSES / DEFERRED INCOME

NOTE 38
SHARE CAPITAL

. L Pl
AR AT S VR

resulted an Increase in share capital of PTE 51.818 thousand by utligation of the legal resarve.

At 18 Nevember 1969, Talscel Vodafane caried cut 3 share spit,

2001, is reprassnted by 215,000,000 ghares with a nominal value of 0.50 eurc each.
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At 31 Dacamber 1968, the Telacel Vodafone shars capital was represented by 21,500,000 common shares with B nomlna! !
value of PTE 1,000 sach. The Company, st § Jity 1999, changed the naminal value of thesa shares to 5 surcs es Fh which
For each shars hekd, 10 naw shires wels issusd; |
consequently, the nominal value of each shars changs from S euros 1o 0.50 euros. Thus. the share capital as at B1: Murch: | i
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NOTE 57
ENTITIES HOLDING MORE TWAN 2% OF THE COMPANY'S CAPITAL STGCK

No ahanges ane known ta have cocummed in the share strucwre of the Campany fram 31 Mareh 2000 to 31 March 2

The Company’'s sharehalders wars 2s foliows:

001,

21,03-2001 109:3000
* Holding antities Ampyt . Amount "

vedniare furope B 10.087.71% & .

Vadspe AVoch Euroeey BY 08 B K0

Oty : 104504 000 “Hn 10504 S ["S)!

T T ' rwer T GRERGNE AR Y IDARTRIAD U i
o

On 30 September 2000, Vodafons Europe, B.V. was the anly racognised quslified sharaholder in the Company, with 450.89:%

shareholding. This Campany, formerly dasignateg Vodsfons Airfouch [Ewopa). B.V.. changed ite trading nema through a

public deed dated of 4 Ssplember 2000 (see Note 14),

In accordance with the Company's Articles of Assaciation, 8¢ madified by tha sharsnoiders at their maating of 14 N:wmtgu
1986, the Management Board is allawed to ncrease the share capital up to a maximum ampunt of PTE 50,000 million in ane

or more phases, subject 10 the approval of the General Council.

NOTE 58 ,
CHANGES N SHAREHOLDERS' EQUITY

Omwm" ingrexee Dotronse kY f

Dure o nens : T:\._mqﬂ
Oun T . .
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Brarriur end damaru nnarm 0nas A28 f.
LGN Mo 1008197 101834 anib
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Fras Rasanam FEXELE W3 AT 3
Qe . )
Romined wring 20268878 coamam i
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0101+ 1080 1© 3 AHETD 2020076 fpoaes Ty |

0% 54-2000 99 314820 1808400 ] ) .| 18a0eL
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By decision of the shargholdars at their masting of 50 June 2000, the distribution of the sarnings for the 18 mor
ended 31 March 2000 was mads as follows: (1) incraase of the legal raserve amounting PTE 1,013,334 thousand, (1)
of othar reserves amounting to PTE 18,253,342 thousand,

period
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In accordance with appticable corporate legisiation, legal ressrves must be inereased by at least 5% of annual net u‘\coma
untll that reserve reprasents 20% of the share capital. Thig reserve cannot b gistributed to the snarsholders, but ¢an be

usad {o increase share capital and {6 absort future 10gegs.

On 31 March 2001, Telacs! Vodsafone heid 487.018 of its own shares, with an acquisition cost of PTE 1,357,379 tholisand:
During the period anded 31 Mareh 2000, it hald 4,452 cwn shares, with an acquigition cost ot PTE 105, ngthcusard {sae

Note 23 n). X
|
NOTE 58 1
TRANSACTIONS WITH SHARERQLDERS AND AFFILIATES

Significant transactions with Teiseal Vodatone's major sharsholder's affiiates are as foliows:

[
«

|
|
|
1

Tromsctions vaius from Transactor vaksm frem Belance m | s | ‘
04+04.2000 to $1-03-2001 01081898 10 31-03-2000 08000 | ND00
Company income . Comt income Comt Pavably i ||
Veriaiene Grap P2 Ad MAnAola Lndensxings 1,963,082 224849 175,000 1,080247 [~ T 3480 k
Calfoous 140,400 o’ !
Newause . 112270 ‘;
N T Soure Dayase ie Nituxite srvanomh (0 N CASUN 0se LDEPIOBO OUA 53 781 LD e NeSo 18 1
. . |
Furtherrnore, at 31 March 2001 the Company has a loan granted by Vodafone Intermationa! Moldings, Lig, amounting 10 240 |

milion euras. which is recorded as a liabiity under the heading ‘Other shareho!ders® 1o the amount of PTE 48,115,880
thousend (31-03.2000: FTE 21,050,810 thousand). This ioan is made up of twe sredit nes, the first totaling 100 milieh eures
and the sacond 150 milion auras, of which 140 mifion euros were commined on 31 March 2001. The ragayment period g8 |
the same for the two lings, § months, with deferred intarest during the contract period at the Buriber rate plus 0.8% in tha
first cage and at the Libor rate for surc comracts plus 0.325% in tha secand. Imerest incurred during the penoa ounted

ta PTE 1,170,500 thoussnd ((01-04-1988 {o 31-03-2000 and 01-01-1323 to 31-03-2000: PTE 581,000 zho:usand))‘

NOTE 50 ;
STOCK GPTION PLAN ;

The stook option plang in place for the current members of the Board of Dirgctors and for the Companys managef staff, ;

made up of Talecal Vodatane sharss. can be summarised 35 follows:

Date of Mok ynit Stoek ek & |
approval oplions price opAione options nat |
gremso cancallss mien yot !
gl 10D ™ oy s | f
=2 ] [V EXY 230 33, Ry -N i }
P ' 228 2,486 - 185 mad
S0 M0 22 ° to. 000 bl
o sam RV ] .00 | i
D00 3 S st som o [V ! sscn
Deo-20 ) nw 200 0 2% | odaiers
o 170833 s Coma .
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Maturity of sach of the stock option plans vested on 31 March 2001 is summanisad in the tollowing tabie:

24 Gmin e POry SRS WA Se0UrNOE 2000 TN Wy B SHIFINAS Vg SN Y CA NGRSV SUrERtrs 4l P9 COTEY'S e
sl TR

SEVBE 4 oy S Saperis ¢ D0 Al0T WA, & P KA X UG Nl
o Py TV avgerns » 0.

The right to axarcisa the stock options In rach of the plans enas 7 yaars giter granting.

Durlng the period ended 37 March 2001, the bensficiaries of the stock cption plans exercisad thair option far 8,558 §hare
of Telacal Vodafone, which resulted in 3 net iablity undsr the heading “Payrei expenses’ of approximatply PTE

thousand, daducied from the peovision from previous perioda (ses Note 46).

|
]
in the perlad under revisw, Telece! Vodafone reduced the pravigion for costs 10 ba incurred with the above mammeq s'tocrt

option plane by PTE 78,978 thausena.

NOTE 84
COMPLEMENTARY PENSION SCHEMR

During its Dedamber 1997 meeting, the Company's General Ceuncl approved a compismentary pengion

At @ s s 7 P ren vy A

S and? Dec¥ SN Sep@ Map0d  Gepe00W  Dec0W| Tl
]
Ol 200 sa
158 Dan 00000
200 260,00 E 1] (387 Ko ‘ (1]
L xme han a1 1408 127,038 sm b 127
o n4 " 2on - wam sl s
0 iy wae 1‘“"‘ H
o 137,190 ’
;
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H
{
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contrinution) covedng all employses, including Seard members. On 1 May 1998, Teiscel Vodafons| set v

aforamantioned schems, funded by bath the Compary and its empiovass’ contributions, which covers
arrployaas with more than § months' service. The Pension fund is mansged by an indspandent fund managem

in accordancs with the tarms of the Plan, the Company Is committsd to make cortributions squivalert 10
§.75% of the annusi salary of each employes. depending an bath the parceniage of the employee's awn

age

permanaft
2 Cor
|

1% and
c mbutxcn de

In the pariod ended 31 March 2001, the contribution mads by the Company amounted to PTE 178, 05'2 milicn (0} -04-19¢9
1o 31.03-2000: FTE 193,276 mition and 01-01-1889 1o 31-03-2000; PTE 215,725 milion) and i was accoy rted fcr as]

payroll cast.

Employss contributions are vested benefits upon paymant. f an smoloyes decides to leave the Cé:mpany. cénmbutio'

(

i

mada by the Camgany also becoms vasted banaftts: howsver, the percentage of the Company's cantripution jhat beccmys

veated banafts depends on the emaloyee’s time of sanvice,

as Kllowa:
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NOTE 82 ' -
CONTINGENCSR .

Activation of cummerls

The procedures adopted by the Company in connechon with the astvation of a signficant portion of #s Customers give
rise 1o kabilties which, depanding on legal interpretation, can be astimated to bs batwesn PTE 4,280,000 thousand and PTE .
5,850,000 thousand as at 31 March 2001 (31-03-2000; PTE 2,850,000 thousand and PTE 3,700,000 thousand).

Managemant belloves that based on legal advice recenved, no provision shouid be made in the financial statmnfs for :
cantingenclas.

NOTE B2

STATEMENT OF INGOME BY FUNCTIONS
a) Racancillation of the extraordinary incoms in the statement of income by nature with the ststement of income by;
functions o

The staternent of income by functions was prapared in accondsnce with the Accaunting Diractive na. 20, The con of
extragrinary inceme in this statement is different trom tnat of Offetal Portugusse Chart of Acsounts (POC) to thatiof the
statement &f incore by nature, Consagquently, extraardinery income recorded in tha statemant of meome Dy nature | Note

48) has been reciassified to cther aperational meoms and 1o other operational costs, amourting PTE 237,033 thousahs and
PTE 1,288,284 thousand (31-03.2000 {12 months): PTE 586,437 thausand and PTE 1,100,211 thousang and (1§ mpnths);
PTE 1,448,413 thousand and PTE 1.453,251 thousand), respectively. ,
The recisssification effect ig as folows: , . '
Stewment of mcoma o Statersent of ingoms "mum :
. 0%:04-2000 10 1882001 01-04+1989 o 31-03-£000 01-01-9806 10 31-53. 20000 - !
) Syratie  Roclasaificatien) Byfuncien By mwun  Recistaification Byfuncten By nalys  Peclassifiowtiors By
s BT paam BARA  TUWM WUTIG BGEVS  aemaw pme e |
. ' ' 1
hrac a1 amm NN famNm (enMN ' e '
o~ T 1820 S0 AR 4N J5N0M VI o ort |
“m (.00 250 1481490 faller | 44T (Y | in l !
:"‘ oM AR AMSNT 1570000 14.700.720 2 a0 ; I
|
i

seedtleld
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b} Cest of sales and services .
|
i
|
01:04:2000 ta 31033007 . !
: L EYRT N Y
Goads Sanvicm Towi WHCHI0: o F{0%2000
Operwg imvemicry 1020050 10209490 sm \DAN.&R
ProdLton nd aushae e 1656 n2¢MW 70 M40 0002084 58710578
Wrvoricey adatrat 1004 299 LT usored flo,0h8 a0t
Tranaters 10 buct saew H3m2e nesmLany 70580 048
Covng mervary 6770548 5T nosmAY) 0BT}
Ot of cales B of sensces proved 1%, 1] vaneY LT Rl X618 Smﬂ.ﬂ]
\
!
) l
NOTE 84
SUBSEQUENT BVENTS

On 18 Aprl 2001, the Telscel Vadatene Foundation for the Development of the Information Scdaiy wag ¢creal

. Ths
institytion, with an mitial grant of PTE 1,000,000 thousand, is the rasult of commitments Lindartaken by Telece! Vcd(%;nam

the time it obtalned its UMTS licansg.

The new Faundation wil aim to pramote ssientifis and tachnological ressarch contributing to deveiopmant of the In
Somty. e promote training and profassional qualification in me !alemmuncaﬂons and [T sactors, 10 devaiop S

In order to minimise the impagt of the compulsory adaption of the aurc as imernal currency as of 2002, Talecs! Vi
changed its software sysiams irom Portuguesa sacidos to euros in Apri 2001. Taking inte ascount the somplexity of| Telaca!
Vodafone's biling systams. adaption of the eurc as the manetary unit for biling is only forecast for the third quarter

THE SHIEP ACCOUNTANT

A m & a a0 O 6




9000 0 00

3
Gl

T s A...,.\..-..’ ,‘M-..‘. . AT ' e s

, . ““"\“ A
viiv, éuux AL.UQ Ln\ WV b ms v inla a AANAH.VL 3'.,‘ o

(RS Tvo
i .
{
o2 .
NOTES ON THE STATEMENT QF CASH FLOWS FOR THE FINANCIAL YEAR ENDED 31
MARCH 2001
(Amounts expressed in thoueands of Partuguase Escudos) i
I
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Cosr n e e | , T
Cash o danks AN | xan
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THE GHIEE ACSOUNTANT ‘ THE MANAGEMENT BOARD
C
|
The Portuguese Securfligs Market Commission, in compliance with tha! stiouiated in no. 3 of articis 250 of the Sacudﬂ Cooe,
axcused tha publication of indMidual financial statements. ;
The fnancial documents that Telscel Vodafone was axcused fo publish, together with the remaining ones, ara svaiiable for |
consuitation in the Company’s heagquartsrs as sstabished in the Securties Cote, 1
|
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Pop Art appeared in the 5¢'s as an aestheucally appealing way to portray the then emerging mass
consumer sociaty, Instead of preducing art thar would be affordable only by the rich people

n society, and which would succumb 1o surrent artistic codes, the creators

of Pop At tried to appeal to a much broader slice of the gopulation through trying to understand s
needs and demystifying some of this segrment's often misunderstood concepls.

Using common references and maserials, and by allowing the reproduction of its products,

Pop Art created new tastes and art for the general public.

Essentially. it produced an acessible art form in terms of eost and taste. By molding and

reinfarcing its values - especially the freedoms of communication and association - Pop Art has
pioneered many of the complex developments which have helped shape the society

in which we live today.
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As 3 pioneer in the Portuguese mobile telecommunications sector, Telecel hag helped destroy
the myth that cellular phones are meant anly for the elite of socicty Telacel has made
mobile communications accessible and meaningful to the mass consumer,
by making services affordable. but alse by understanding the needs and behaviors
of the Custorner. By appealing to the professional and personal usage
of Qustomers, Telecel is demanded by a bread array of society.
Through offering quality products and develoging long term relationships with
Customers, Telecel has sreated new levels of convenience, allowing people
to have a higher quality of living.
Today, telecommunications is an expression of freedom to communicate and

associate: Telecel is proud to have contributed o this enhanced lifestyle.

TELECEL comunicagess pessaais, 5.a. M
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The major milestone during 1996 was
ne doubt the listing of the Company in
Lisben’s Stock Exchange, by a national
and international sale of its stock.

The price per share set at 7 550300
(escudos) in the Initial Public Offering
(IPQ) corresponds 10 an eightfold
increase of the capital invested by the
initial Sharehclders. The amounts
traded in the stock exchange have
placed the Company amang the top ten
of the national ranking.

The Company now has about § 0cc new
Shareholders, ranging from investment
funds to private individuals, as wall as
Telecel's own Customers, Agents, and
Empilayees.

During 1396, Telecel continued to rmark
its position as one of the major Agents
involved in the liberalization process of
Telecommunications in Portugal, and an

VT

important driver for the develepment of
cellular communications services.

The Portuguese cellular market had
record breaking growth in 1556, with the
addition of close te 300 coo new
subscribers, It is estimated that the total
number of subscribers at year end has
reached 630 000, correspanding to an
estimated penetration rate of between
6.3% and 6.6% of the total pepulation.
The share of the cellular market in the
total revenues of the
telecommunications services has also
shewn a steady increase. It is estimated
that the total revenues fram the
telecornmunications services have
reached between 470-490 million
contas (thousand of escudos) in 1996,
with cellular services contributing as
rmuch as 1% of that amount.

The distinction between fixed and
mabile services is getting smaller all the
time: the major issue is to know which
techneology will be used to access the
final Custorner (“local loop”) for vaice
communications and less demanding
data communications (narrow band).
Thus, it is obvious that there is room for
growth for 2 Company such as Telecel,
which uses the GSM standard as its
most impertant technology basis, and
that in the future shall always try to use
{after cbtaining the necessary licenses)
the technologies (namely radio
technologies) which are most adequate
to ensure the full communication needs
of its Customers.

For the development of our Economy
and our Society, and for the
improvement of the quality of life of the
citizens, the existence of a low price and
good quality, diversified communication
service is of paramount importance. The
best way to achieve this goal, as
demonstrated by Telecel's example. is to
liberalize the market and to expose it to
a competitive situation.
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This liberalization means not anly the
granting of new licences, but also the
creation of equal opportunity and
minimum interdependence among the
competitors. Regulatory activity is highly
relevant for the achievernent of these
goals and must, as ane of its pricrities,
avoid any situations of abusa and unfair
market competition, During 1996 and
early 1997, positive steps were taken %o :
more clearly define the schedule for the l' SIDE N l
liberalization in Partugal, in conjunction
with similar steps around the E.C,
During 1996, Telecel had close to 7.3
million contos of net profits.

The total Telecel revenues during 1996
attained 58.8 million contos and its
Customer's Base exceeded 330 000 at
year end. Since the beginning of its
services to the public (end 1992), the
Company has recorded annual growth
rates of around 100%.

It has been a permanent challenge for
all who work for Telecef to try to satisfy
the requirements of an ever increasing
Customer Base. This has required, and
will continue teo require, continuous
refineamaent,

Far 1997, we forecast a favorable
evolution of the results and activities of
cur Company (in the absence of
abnormal framework and market
conditions). The valuation of Telecel is
our major concern and we hope to be
able to continue to satisfy the
expectations of our Sharehclders and to
deserve their canfidence.

Adbes Grq &

Anténio Carrapatoso
President of the Board of Management
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Report of the Board of Management .1

1,1 Introduction
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4
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2.3 Capital Markets, Application of Results and
Final Considerations

3
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Financial Accounts and Notes for Year .2
Ended December 31, 1996

Independent Accountants 's Opinion and .3
Other Legal Notices
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Manjasitinaty of 1996 -

r During1gg6, the Company had, once
more, 3 high growth rate; the following
figuraswere calculated in relation te
those for the pravious year:

 total sales growth: 82% (attaining 58.8
millionicontos)

« Custorer Base growth: 87% (attaining a
total of 331 338 Custemers)

« increase of the total Staff headcount:
41% (6:67 at year end)

H It was also a year during which the
Compafny significantly increased its
profitability (even taking into
consideration that in 1996 the Company
attained for the first time an effective tax
rate cotresponding to close to 37%); the
profits before taxes attained 1.8 millian
contos,; (that is 376% more than in
1995); the operating cash flow aitained a
total of 15,6 million ¢ontos (138% more
than inj195s); the after tax profits
attained a total of 7.3 million contos
(2045 |more than in 1995).

|
The Comnpany's investment level was

alse higher in 1996 due to the
permarent effort to improve the
coverage and quality of the network, and
the nee;d to expand its capacity to meet

L4

the Custornar Base growth; thus, the
total armount of the investments made
attained 14.8 million contos, the majer
part of which (11.0 million contos) was
spent on the network,

The total cellular market had 3 record

breaking increase of 300 coc new
Customers in 196, reaching at the end
of the year a 6.3% to 6.6% estimated
penetration rate {considering the total
papulation),

The regulatory framewark remained

essentially unchanged during 1946,
although it must be highlighted that a
mare definitive schedule was set for the
liberalization, confirmed by E_U. in early
1997, and which will allow the Company
to install as soon as 1997 {if considered
to be advantageous for the Company)
its own infrastructure or use a third
party's infrasteucture (in addition to
that owned by the "public operator”™) to
establish direct interconnections with
other operators In January 1993.

1 The macraecanornic framework had a

favorable evolution in 1966, The
portuguese econamy had 2 growth rate
of between 2.5% to 3.25 % which is
mare than 1% higher than the E.U.
average.
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1996 ]summa ry

K Amoypts Jp escydos x J mijlion 1996 19945 AZ
Total m_v;nug: 58 g 32.4 B2
ervices . .
1™ otharg Sg.z 23.3 gé
Qperating cash flaw 196 8.2 138 |
. l incame before taxes 136 24 326 |
p ] lncame affer taxes 7.3 2.2 199
Total invesrman! and fixed assets 14.8 113 31,
= network 11.0 8.0 38
others 3.8 3.3 15
o Total hapk. debt 159 175 )]
Subscrlbed capital | 215 150 431
[ Shareholders equity, 223 _ 149 49 .
% letal valugs 1996 1995 A%
‘\ Number af new {ustomers, — 154028 8R.7Z92 73
| & Toral pumber of Customers Al year end 331,288, 172,360 By .
m Tatal Staff ar year end S - & RN S - SUNR 75 W |
|
. ] .
K !
ik Dofphirate Bodies 2
] The following was the compasition of Telecel's corporate bodies on 31/12/96:
| R General Council ® Chartered Accountant
TELEFRI - represented by Américe . Amdvel Calhau, Justino Roemao,
| Ferreira de Amorim (President) , ).M. Ribeiro da Cunha & Associados,
AIRTOUCH - represented by Vernon Sociedade de Revisores Oficiais de
B Hugh Lioyd Tyerman Cobntas, represi‘nted by José Maria
Ribeiro da Cunha
Patrick Miguel Guerry Manteiro de
| Barros 8 K siro u Indepandent Accountants
| Jeffrey David Clark Price Waterhouse
Francisco Rom.an Riechmann ¥ Board of Management
B Barbara Ann Riker o 4
Edward Alfonso Salas Antér_no Rui de Lacerda Carrapatoso
N (President)
R General Assembly Board Ant6nio Vaz Brance
B Carlos Manuel Chorlo Tavares Agufar Anténic Manuel da Costa Coimbra
President Nuna |, F. S, de Oliveira Silvério Marques
{ ) ‘
B Alexandre jardim de Oliveira Wayne James Ross
(Secretary) :
Angela Maria Rapaose da Silva e Sousa 3
o 4
(Secretary)
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Telecel’s project started to take shape in
1990, when as a result of the
staternents by the Portuguese
Government expressing its intentions to
initiate the liberalization process of the
telecommunications sector by opening
the mobile communications market, a
consortium was created to tender for
the granting of a GSM/land mobile
service license.

Telecel was incorporated in May 1951 and
stated its intention to bid in june of the

creation

presentation
of Telecal

establishment GSM call
0 of the bid

f the for bids
tensortium

license

man g‘i:‘sit?dfﬁ\ﬁ of The Company 3

same year, The GSM license was granted
ta Telecel on the 18th Qctober 1gg1.
Telece! started its sarvices to the public
on the 18th Cctober 19g2.

In 1994, at the end of its second year
of eperation, the Company had a
positive operating cash flow.

In 1995 the Company had for the first
time positive net results,

(n December rgg6, the Compaay

was listed in the stock exchange

after offering to public subseription a
number of stocks corresponding

t6 35.1%.

of sart of positive positive PO
service to  gperating  net resulls
the public ¢ash flow

N

0O<t g0 April g1 May 93 June 93

1B Oct 92

is Oct 92 1984 1995 Dec 96

Y
Hd

After a slight slowdown in 1995 the
European Union ecanorny had once
again a moderate growth in 1996 (about
1.5% actual growth rate).

The portuguese economy had 3 growth
rate of between 2.§ % and 3.25 % in
1996, which corresponds ta a more than
1% positive growth rate when cormpared
to the European Union average.

The private consumption had a more
dynammic behavicr than in 1gg5, with an
actual growth rate close to 2%. The
information available at the end of the
year was somewhat contradictary as the
consumer confidence factors were stil
at quite modest levels, although higher

;i)nomic Framework 4

than for 1994 and 199s.

The investment from mid-1995 on, had 3
mare dynamic behavior during 1396,
with a actual growth rate of clese to §%,
contributing to a better performance of
the economy. This indication is
consistent with additional information
available in relation to the production of
squipment goods and imports: the
industrial production index for
investment gaods grew by 5.4%
betwaen January and November, with
capital imports growing by more than
10% over the same period.

Exparts and imperts had a high actual
growth rate during the year. The
corresponding actual growth rates were
g % for Experts and 8.5% for imperts.
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MAJOR ECONOMIC INDICATORS (estimated)

Qereantagn

CDP growth rate

Consumae Price Index

Deficit/COP

Unemployment Rate

Seurgr, ruropedan somimiasian

The public deficit had a significant
improvement in relation to 1994 and
was around 4% of the GDP that is very
close ta its initial target. Prices also had
a favorable behavior during the year,
with the official inflation rate decreasing
to 3.3% at year end.

Despite the more than 12% growth rate
of the Exports, the trade balance
remained at a deficit (close to 13% of

the GDP) with the Current Transactions
Balance showing a negative balance of
more than 8co million contos, an
increase of almost 256 million contos
when compared with the previous.year.
The escudo exchange rate remained
stable despite a slight increase in .
refation to the German Mark and the
reduction of the interest rates,

For the first time since 1993, the .
unemployerment rate dropped by 3.1% in
December. The average unemployment
rate for the fourth quarter was 7.2% as
against 7.3% for the same pericd of the
previous year, For the whole year, the
unemploymant rate increased by 0.1%,
to attain a total of 7.3%. i

As it was the case in previous years, the
macrosconomic policy was driven(in
1996 by a major goal and was geared by
the need te create the required
conditions to satisfy the convergence
criteria set by the Maastricht Treaify, to
allow the country ta join the Monetary
Union in 1999. The evolution of tHe
public accounts, prices, and interé;st
rates was a reflection cf these factors.
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nd Strategy

Telecel has, as its main business, the
satisfaction of its Customers mobile
communication needs, operating in the
cellular and paging market (through its
subsidiary Telechamada).

The Company continuously reviews the
evolution of the whole
telecommunications sector 50 as to
correctly situate its present business and
detect other pessible business
opportunities in which to apply efficiently
its cormpetencies, always with the goal of
increasing the value of the Company,

The sttategy of the Company for its
cellular business comprises mainly the

¢raation of a competitive offer for its
Customers based on the quality, the
innovation, and differentiation of the
service offered. The Compary intends to
reach all the various cellular market
segments (from business to
Consumer), especially trying to reach
the most valuable Customers in sach
segment.

Telecel makes a permanent and
constant effort to create and censolidate
its own competencies which are
essential for the present and future
success of the current business as well
as any other business in which the
Company may take part.

MEEE M

-
e

marn 0 ular Market 6

3% of the total population; it has been
estimated that the total number of
Customers at year end was between
630 000 and 650 00O,

In 1996, the total number of
Customers of the cellular service
increased by close 1o a record figure of

PORTUGUESE CELLULAR MARKET GROWTH

700 000 -] 630,000 F 7.60%

600 000 - L 6.00%

500 0061  5.00%

400 aoo— | 4.00%

300 000 - 3.00%

200 000 | 2.00%

100 D00 - 1.00% ~~—gf— Penetrytion
; 0.00% d Customers
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in 1996, the consumer sector had a
steep growth, overtaking the business
secters in terms of new activations.
The competitive environment between
Telecel and its direct competitor, TMN,
was maintained in 1996, which was
stimulating in terms of market growth
and the creation of better and less
expensive offers for the final Customer.
TMN is supported by Portugal Telecom
that owns 100% of TMN.

At the end of 1956 Telecel had to adjust
its commercial policy to face some
aggressive terminal subsidising
practices introduced in the market.

In 1996, Telecel has consclidated its

(mogile aperators)

advantage in terms of Lotal revenues
and service revenues.

The regulatory framework did not
change significantly during 1996. Thus,
Telecel did net have the possibility to
install its own network, to use alternate
third party netwarks, or to establish
direct interconnecticns with other
operators. The interconnection tariffs
{circuits and inter operation) are
basically the enes established by ICP for
1595 and 19g€.

In early 1997, the European Commission,
after negotiatians with the Portuguese
Government, has established the
following schedule far the liberalization. .

imrnediate

__LIBERAIZATION OF THE AITFRNATE THIRD PART NETWORKS ~ July 15t, 1957

{mabile aparators with ather operators)

(voice fixed service)

Meanwhile, in 1996, the Portuguese
Government has liberalized the satellite
services and those designated as closed
group of users, announcing its intenticn
to do likewise in relation to public
phones.

fn August 1996, Telecel and private
operators carried out a negotiation

Ay

January 15t, 1999

January 151, 2000

process with the public operator aimed
at establishing the interconnection
eenditions for 1997, at the end of
Decernber 1gg6, this process was
concluded with success as the circuit
and interconnection tarifft applicable to
Telecel were reduced by 15% tc 20%.




X EVOLUTION OF TELECEL'S

CUSTOMER BASE

In 1996, Telecel's Customer Base
continue to grow at a very fast rate
increasing by 87%, The Customer Base

Sérvice Offered

went, thus, from 177,360 at the
beginning of the year to 331,383 at
year end 1596. The following chart
shows the evolution in the total
number of Telecel Custorners and

the total number of Custorners added
each year:

TELECEL CUSTOMER CROWTH

350 000
300 000
250 000
200 000+
150 000
100 000 .

50 coo

[ 4

In 1948, the groawth took place mainly in
the consumer segments (personal and
mixed usage), while the growth of the
professional segments was much lower
than in previous years. As an example,
we rmay quote that the percentage of
new individual Custemers (non-
business Customers) was higher than
60%. - )

The churn rate increased slightly from
16.7% to 17.69, a variation inherent to
the penetration of new market
segments.

CHURN RATE
20%7

17.6%
15% '

i §

5%

o% L
!
i
I
Ngte 1w churn eate (1 G1iGulted 43

(?t:mlﬂcu-!uﬂnllwﬂﬂ/lﬂ'!pl N? of Curarran

24

7007 ‘N

QD ol Customers

-‘ new Customers

g DIFFERENTIATION FACTORS

Telecel maintained its stance and

differentiation in the market based on

three main vectors: '

« Network Coverage and Quality

« Customer Support Services

» Marketing lnnovation / Distribution
Channets

— Netwaork Coverage and Quality

{n 1996, Telecel maintained a high level
of investment in its cellular network,
significantly increasing the capacity of
the network - more than 40% in the
urban areas of Lisbon and Oporto -
quslity improvement and coverage
widening in continental Portugal and
Madeira Island,

—_Customer Suppart Services

In 1996, the Customer care area was
much reinforced in order to follow the
evolution in the number of Customer
¢alls. The quality of Customer care was
a permanent concern, addressed by the
training of new staff and upgrading
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courses for the present staff as well as
by the introduction of sophisticated
computer based tcols to improve the
quality of Custorner support services,
Also in the area of technical assistance
to terminal equipment, and namely the
express assistance program - loan of a
cellular telephone in case of failure of
the Customer's telephone, and during
the time it takes to repair it - great
efforts were made te answer the
increased demand by Telecel Customers.

Mackating | 5
Communication and Trade Mark

Telecel's trade mark is one of the major
Compary values, being recognized as a
professicnal, innovative, and customer
oriented Company with & quality offer.
The maintenance of a communication
which was creative, good humored and
differentiated by target segments,
continued to highlight Telecel’s positicn
in institutional and prometional
campaigns as well as those for the
introduction of new services. On the
other hand, and due te the evolution
into new market segments, Telecel’s
communication became mare
comprehensive and popular, an example
of which is the spansoring of the 3 major
soccer clubs during 1996 and 1997.
Telecal’s brand recognition was
substantially reinforced artaining ¢8.5%
in October 1956 in accordance with
market studies carried out by the
Company.

New Services

Telecel maintained s high pace of
innovation, introducing new services in
accordance with its Customers' needs.
Among those, we must highlight the
introduction, in September, of the
TeleMultibance service, which allows
Telecel Customers to obtain information
about their banking accounts and
perform transactions using their cellular
phones, similar to those performed at
an ATM, and the Vitamina T oriented to
the consumer segments and which
comprises a "ready to use” callular

T TANT AT

phone without 3 centract or monthly
subscription and which allows costs to
be displayed on the telephone screen.
Telecel continues to offer a wide and
diversified range of quality services
available in the national cellular
communications market.

Tariff Plans

During 1996, some adjustments were
carried out on the existing tariff plans
and new tarlff plans without monthly
subscription were introduced: The tariff
plan associated with the Promo product
introduced in April and the Vitamina T
tariff plan intraduced in Navember. The
Vitamina T tariff plan dees not require a
monthly subscription and the service is
prepaid and rechargeable using the
cellutar phone via TeleMultibanco or at
any Multibanco ATM.

The regular tariff plans are still divided
in five different plans, so as to allow the
cption for the most adequate to the
differant usage profiles.

Distribution Channels

Telecel's distribution structure was
adjusted to the evelution of the new
market segments. in the Direct Sales
area, the Telecel shops network was
enlarged, the capacity of the
telemarketing services (for sales via the

"telephone) was reinforced, and the sales

teams for Small, Medium, and Majer
Accounts was consclidated. The
Indirect Sales arez kept its structure
based con three groups of Bistributors:
Agents focused mainly on personalized
sales to the professional segment, while
Retailers and small Dealers ware
supported by Telecel "Cash & Carry”.,
However, there was a change in the
relative mix of each channel due to the '
different growth rates between mixed
and private usage Customer segments.
After the opening of the Telecel “Cash &
Carry"outlets in September 1955, 1996
saw the consolidation of this new
channel, mestly geared to the consurner
segment, by the commercialization of
the Kit SIM Telecel and Vitamina T
product.
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In 1ggE, the total revenues generated
from services and sales of goods
attained 1 total of 58.8 millicn centos,
an increase of 81.6% when compared 1o
the 32.4 million contas in the previous
year. This figure is a result of the
expansion of the Customer Base that

took place during the year. 52.6 miilion
contos of this total correspend to
service sales and 6.z million contos
were derived from the sale of goods,
mostly cellular telephone and their
accessories, These figures represent an
increase of 83.8% and 64.6%,
respectively, when compared to those
from 1938,

TOTAL REVENUES (millian contoz)

60
50
40
30
20—

10 -

[n 19986, the average service revenue per
month and per Customer (calculated
dividing total services revenues by
average number of Customers) was
17,233%00/ month, as against
17,935%0¢/ month in 19gs. This
reduction of about 4% arose from tariff
plan adjustments, including the

- introduction of new tariff plans better
suited to fit the cansumer segment. The
average usage per Customer (in
minutes} did not change significantly.

56.8

|y
d other revenues
“ service revenues

MONTHLY ARPU
(escudos)

7935 33

The operational expenses, which include
all theicosts, except those related to
financing and extraordinary costs,
amounited to 45.5 million contos in

{

|
|
|
i
I

|
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1696, a 60.1% increase in relation to
1995. As a percentage of the total
revenues, the operational expenses
amounted to 77.3%, lower than the
87.6% from the previous year,
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The following evolution was recarded
for the various items:

The cost af goods sold, which includes
not only the costs of the equipment
sold, but also those related to the
activation package and corresponding
SIM Card, amounted to a total of 8.0
millien contos, an increase of g5.7% in
relation tc the 4.1 million contos frem
1995, [ts share in relation te the total
revenues went from 12,7% te 13.6%,
which reflects the deeper involvernent of
the Company in equipment marketing
activities.

The intercanmections casts which include
leased line costs and switched access to
other operators attained a total of 1.8
millicn conlaos, a §2.5% increase in
relation to 19gs. Its weight, when
compared to the total revenues, want
from 23.9% to 20,1% mainly as a result
of the higher rate of usage of the CSM
network.

General expenses (commercial and
administrative) attained a total of 12.2
millien contos, a §3.6% increase in
relation to 1995, which still corresponds
to a reduction from 24.4% to 20.7%
when compared to the total revenues.
The personnel costs attained a total of
3.8 million contos, which represents a
45.9% increass when compared with the
total of 2.6 million contos fram 19gs.
This increase reflects the avolution of
the total headcount {41.3%) and a slight
increase in the average cost per person,
The weight of the casts with personnel
in relation to the total revenues was
reduced from 3.1% to €.5%.

The amertization and depreciation item
attained a total of 6.2 million contoes, a
47.6% increase in relation to the
pravious year, which reflects the
¢ontinuous investment effort made by
the Company for the development of its
infrastructure. The weight of this item in
relation to the total revenues went from
13.1% to 10.6%.

The amount provisioned during 1996
(3.4 million contos) arese mainly from
the reinforcement of the provisions for
bad debt (2.1 million cantes) and the
creation of a special provision fund (1.1
million ¢ontos) for the accelerated

AT

depreciation of certain iterns on the
Balance Sheet. Thus, and excluding the
effect of this last item, the weight of the
provisiens in relation to the total
revenues would have been 3.9%, which
is less than the 5.5% figure from 1995.
The non-operating costs, net of
financing and extracrdinary revenues,
attained in 1996 a total amount of 1.9
million cantes, corresponding mainly to
interest paid {1.5 million contos) and
the consolidation of Telechamada losses
(262 thousand contos). In refation to
199s, this item increased by 2.4%6,
which reflects the highest average level
of indebtment during 1996, in part

compensated by the lower interest rates.

We must point out that Telechamada
results in 1996 were 32.5% better than
those from 1995 (losses amounting to
188 thousand contos).

We must poirt out also that for the first
time in the history of the Company, 2
provision for income taxes was created,
amounting to 4.3 million contos,
equivalent to an effective rate of 37.2%.
This rate is iower then the normal rate
of 35.8% as a result of using the
accurmulated Josses from previous
years. Part of this effect was, however,
cancelled by costs which were not
accepted under the tax laws, namely
pravisions made above the maximum
annual limits.
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In 196 Telecel maintainad its efforts for
the expansion and conselidation of the
infrasteucture with a special highlight in
the reinforcement of its GSM network in
terms of capacity and coverage,

The total investments made amount to
14.8 million contos, of which 11.c
million cantos in the GSM network.

(n relation to 1995, the investment
shows a 31% increase, as an answer to
the steep increase in the number of
Customers.

CAPITAL EXPENDITURES

(millien contas)

16]
4
12 1

10—

[
‘ capual expenditures

11

1996 was characterized by a steep
increase, 43.1%, in the total headcount
when compared to Decamber 1495
figures, as shown on the table containing
the evolution for the last two years,
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The human resources policy adopted by
Telecel has been oriented for the
recruitment of people with a good level

45607
400 -
350°
300~
250-
200

150

nt of employees

100 -4

504

400
350
300 -
250

96—

n® ol employees

150-}
100

50 -

muysger's degrosl bachulor's degree

Together with the intense recruiting and
integrating activities for the new
employees, a number of training
programs were also developed under
the scope of 3 policy for the continuous
improvement and motivation of the
human resources which has been
implemented by Telecel.

During 1996, employees attended, on
average, nearly two training classes per
employee, which contributsd te 2 wider
and better communication among the

of qualifications, as can be seen in the
graphs below for the age groups and
educational levels: '

DISTRIBUTION OF AGES

DISTRIBUTION OF EQUCATICN

2381350

28 0y
R

i) 505

1996

N 1953

I g6
i
i
|

edugainh leve!

1aih gr:dJ

glh gr:dei slomemary

various departments. ‘
The global investment in training ;
prograrms which amounted to 182/
thousand contos, represented 4.8% of
the expenses with the staff, and isia

clear indication of Telecal’s commitment

to the on going development of :
individual and organizational |
competencies so as to be ready tq meet
futures challenges from a fast |
expanding market and quick paceief
changes. !
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The Net Results from 1996 attained a
total oh.a millien contes, aRter
deductiion of a provision for incorne
taxes in the smount of 4.3 million
contos (which, as previously said,
happeged for the first time in the
history of the Company) and
Te!ech?mada lossas,

This cgrresponds to a 195% increase in
relation to the 2.4 million contos from
1965, IF\ relation to the total revenues,
the margin attained 12.4%, when
comp%rcd to 7.5% from 1995,

In 1998, the EBITDA {operating ¢ash
flow) Fttained a total of 19.6 million
contos (33.3% of total revenues) when
cempared to the 8.2 million contos
(25-5%) from 19gs. This carresponds to
2 133% increase, reflecting the gains

4Q.00%|-

35.80%

30.00%, 25.40%28.80%
15.00%;-]
20.00%H
15.00%
2-3¢%3,20%
10.00% B

5.00%
0.00% }

MANLT A,y

NET INCOME

(million contos)
8,000 738
6,000

4,000

2,000

-2,000+ |
4,000 -

-1 L
bo00d QD Nt ncome

obtained from the steep increase in the
Customer Base and the additicnal
revenues thus generated, which were
accompanied by a smaller increase in
costs,

OPERATING CASH FLOW MARGIN
53.30% 37:36%

“ Margin (on tocal ravenue)
- Margin (on servica revenus)
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Stock Markets

A major highlight in 1996 was the Initial
Public Offer of 8.4 million Telecel shares
held by Telepri.

The offer price was set at 7 g50300 by
the "book building” method after a
successful “road show” covering the
major international and financial
markets,

On December 10th, Telecel stock was

1 Jampany in the 13

for the first time [isted on the Liskon
Stock Exchange showing until the end
of the year a pesitive behavier, in
relation to the evolution of prices, as
well as the amounts traded. The year
end closure price was § goodoo
corresponds to 24.5% appreciation,
The amounts traded during the thirteen
sessions attained 2,768 million shares
corraspanding to 12.9% of the
Company's equity.

TELECEL - sharg price

1,000,000 11, 00500
900,000
10,500500
8op,000
760,500 - yq 10,000500
600,000 -
- 9,500500

£00.000 -

+ 9,000500

- B,500500

©g-12 Natz 13092

R e

—n— closing price

. 8,000500

7,500500

1912 3318 jo-1z

14

ATiocation Results

In accordance with the legal and
statutory provisions and as there are
Negative Carried Forward Results,

_ AS AREINFORCEMENT OF THE L FGAl RESERVE

{s%6 of the net income)

(the balance)

T

the Board of Management proposes that
the Net Income from the

1596 financial year, to 2 total amount

of 7,290,614,177500 should be
appropriated as fallows:

364,530,709500

€,926,083,468%00

(S

L4 K4
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Considerations

As it was the case in previous years

Telecel had a great year.

We believe that in 1997 the Company

will continue to have a favorable

evolution.

We would like to end by expressing our

thanks to:

Our Customers, who are always trying to

help us with their criticisms and

suggestions and whose needs we will

always try ta satisfy.

To our Employees, what we have already

achieved is the direct result of their

efforts; without them it would have been

impossible to create and develop, ina

short period of time, ane of the most

dynamic Portuguese companies, with a ;
significant size and profitability, and

capable of providing the highest quality

service to the public.

Our Suppliers and Agents, for being our

most important partners in this

ambitious Project,

Our Shareholders who always gave us

their full support and the necessary

guidelines and whose confidence of

whom we hope to keep. '
The Public and Geyernment Entities,
who have always accepted the dialog
with our Company and tried to
understand our problems and
expectations.

At lzst a final word of thanks to the
members of our corporate bodies:
General Council, Independent
Accountants, and Ceneral Assembly
Board.

Lisbon, Portugal
March 6, 1997 ‘

THE BOARD OF MANAGEMENT
Anténio Rui de Lacerda Carrapatoso
(President)

Anténio Vaz Branco

Anténio Manuel da Costa Coimbra

Nune ), F. S. de Oliveira Silvério Marques
Wayne James Ross
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1996

Balance Sheet

|
I
|
I
|

1986 1986 1995 1994
- 2 L BIF N pIf yss
(Amounts in tnausande of Pertuguese Edtudce end thousandy of US Doltars) 1
Assats 1‘
Cath and endh pepiivalenls, . ____ 287.238. 1832 135,540 ;SA‘T__
Aceaunts, recsixabier - )
Trade receivables, net 4 2336799 78757 6.297.724 41,08
Taaes recelvable 12 333374 2,132 251 2
Olher oebtors [ 295 0A6 2087 4BR.201 -4451“
12,945 259 82,776 6,786,176 45,414
|
1]
[nventnriss _ner imm— g 2 SA6 ARg. PR T - W7 Y- Ban Ran S.4831
Brapald sxpences g 386288 (.., ,....2.275 3144722 IR XTI
[
Tola\ currens asset 16,176,971 103,428 8,039,013 53,771
I
0 I
Invesiment In 3 loans to uncensolidated i
subsldlacy company ., emn mm e afim ke 565,500 1 kg2 14027723 3 38all |
Elsed asselsalet . o s e ol 34382 852 219 8¢ 26 466,455 178 AQIJ /
{ntagible.assesaoRl o — —- g 3420502 18,954 4.448.852 ngnal
Total assey r 55.308.375 ar3 | 3g0sn01g  afix a4z
Liabliftles and Shareholder's Equity '
Cureenc. = i e vemmm =y o —— J
Azeounls.andnses ¢ B e va s 1
Bank hans and overdrafs © 1l 5,888,988 37.656 7,683,796 5o.uazl
Trade craditors 9,296,286 21,0977 1.569.372 m.;o;
Thxas payatle 12 4,120,286 32,740 395.656 z,628
QOther cragltors 4,070.561 26,028 1,943,330 11,004
Other provisions 127,416 B1g 70.765 474
ALCURALOSR e o cronm - e e e omssmmmsimsm sk e in el J.875.068 25024 2386908} . __1ppzal.
Refevzed lncome.dckess. fees. . ... . . . we e n. . GBROSH. A.348 [ .. ._30g.000 2_068}...)
. . )
Towl cumemts labilites 29,159,535 148,088 14,158,837 9;..7525
Mediumand laag reem: ... . '
Corposate bonds 10| 10.000,000 63.943 10,000,000 66,922
Totml Uabflities 13,169,525 212,091 38,488,827 162,673
Sharsholdec squing: .., o L —— e - oot J
Common dtoch - at par value
(214 ¢&0 ooo shares authorized) 13| 21,800,000 137,477 15,000,000 100,381
Addidonal paid-in capital 14 a Q 6,500,080 47,499
Reserves 121,930 789 ° -]
Recalnpd eamingy/(Accumulated deficit) 562,870 3,599 (6.605,814) {4q.208)
y .
Teml lhlr‘lﬂdduli' equity 22,184,800 151,856 14,894.86] 99,474
1
Total Uabiltea and shurcholdary equity I 55244325, S53.082 30.083.843 263202
|
* US dollar amounts translated at the PTE 156.39 for US3 1 for the year ended ;
Decernber 31,1996, and PTE 149.43 for USS 1 for the year ended December 31,
1995}(Note 1).
]
The accompanying notes are an integral part of these financial statements, :
)
|
|
Lqa
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1996 }Statement gf\ Gazsh.ﬁF.ﬂowé

Year ended Decemher 3a,  Yearended Necember 33,
|
1996 1996 1995 1935
- wnirardss Besggnaig, S A PIE LSE" L2IE LSg-
(Ameuats in thousands of Porwguese 3cudor snd thoutands of U5 Hotlant) ;
Opsrating Actlvitles .
Recelved fram clienls . .ol e S5AMSASBAl 327072 | .._28.934.008 180, u/l.t :
PAYMRILS LD SURRLETS. . - eemrrr 1 = ¢ 4 e (30,245,667} -(183,309) | (A 418 BASIL (1213410
BAYEDLS L0 RMPIONATS e e e ee s (330381 . (2650, - (2833.827)(, . —(aEpsD)].
her_paymants_ rei3ling to ) ivibies, nel. e (329.263) (2288). |.. o AmBg203]. . Las2U

- T

Cash flows from operaling ctivities r_wwwz.r_anﬂ.m.__gw.m_ﬁam.

Investing Activities

J
i
‘

Cash_tecripts rmulting kome. . —————d] -
Tangible ffaed assei 56,430 361 0 ) le
Interest and other income 168,306 1076 100,834 ‘ 6‘75

24736 4,437 106,814 6715
’ relating.ta.. b 4 e s ‘,.‘..r-.-__.._.,.“ v e temn el e 01
Ungongolldated subsidlary {B25,000) (s,278) (86g,920) (5.52:2)
Fined and Intanglble assews (22,774.628) (81.684) [ (Gio,323.576) (69,066)
(33,599,628) (86,559} | (11,292,496) ) (n.solﬂl
i I
Cash flews from Invagting activites ‘_wzmﬂ____mgz”\ (11,092 K62} (28,22
|

financing Activides i

€S OB MSUNARLIOM:. .. oo+ e eee crbaee + b o e e Y SR AR
1ssyanee of torperste bonds [ ° 5,000,600 i 33.460
Short term borrowings ° ° 1,558,962 113377
Other Anamcing activitias ° [ 228,328 ro1,528

[ ° 7.227.250 © 48,368

Paymenss relating to: - ~ —— U .\J-.l
Shom term berrovings (.594,837) {1a,298) n} L)
inrerest and related expenses (1.897.164) (2,137) (505,997} (30,078)

3.492.001) 2,329) (1.505.897) | lro.o7®)

Cash Mows from financing sclvides ‘ l__h.uz.nn.\l___fzaam__s.zzuﬂ.__quu

| !
Chases la cash aad sach squivalenrs 7Aoo e 2DR2 Hyésa . sab)
Narianal exchange tate affart an cach and.cash aquivalents___ o L35 ~0. '|" i
Cagh and cash equivalents 3t the beginning of the perod !__Jaum —2flo 0. A86
i

Cesh snd cash squivalents at the end aof tha perod | 282,220 2832 116 g0a 4;’;;_{
. |
( .
. '
[
:' 1

* US doellar amounts translated at the PTE 156.39 for USS 1 for the year ended -

December 31, 1996, and PTE 145.43 for USS 1 for the year ended December 31, |
1565 (Note 3). !
|

The accompanying notas are an integral part of these financial statements. ’
!

|

|

|
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1996

Statement of:.Income ;

agI177T 1AL

TIVIIN

1996 1996 1595 i9gs
al - res PIE LUSSe EIE LSE
{Aengyrita (n nausands af PaMyguate facudos and thousands of US Dollars)

Qpaniing . . 1
Wireless sesvices §2,602,425 336,384 28,616,334 191,407 |«
Saley of equipment and accassorles 6,228,719 39.828 2,783,615 29,120

Total oparsnnng revenues 68,812,104 376.182 32,399,049 6923,

Cpaniing ‘
Intereannection casts (11,720,687} {74.948) (7.783,402) (51,8200 |,
Cast of eq\%lpmcnl ang accasgories sold 18] {B.015.194) (s1.277) (a.098.639} (27,a28)
Selling, gencral, agministrativa and ather expenses (18,244,840} (78.297) (7,916,078} (s2.575) "
Wages andisalaries {a.817.339) {34.405) {3.615,725) {17.505)
Deprecfation and amactisation (6,240,107} (3s,801) (4,329,038} (28,300
Provisions Eor bad gdabis, excess inventary and other ftams Ja)) (3,816,057} {23,943} 2.780.635) (13,516) “

1

Tatal openaling, experam (33826 | (90673} | (a8.a83:557))  (algigas) )

whméu 13,322 RAa As £a0 A '""35’- 26,82 1

Othgr lncame. i \1 :J
Nat loss oliunwmlm:led subsldiary 7 (as1,973) (s.675) (388,183) .598) | !
Interest 3nd other Income 16 168,106 Lo76 100,834 675 |
Inlarest 4nd ather expense 17} (797,764 {11,495) (1.544.03)|  (10.333) ;
Otner ﬂon-l;)pemtlnl Income 138,506 966 253914 1,699

lncame befam Incometar 14.A16 585, Za-a82 2 A30854. 16,32

(ocama tax poridslon JE|  fe26iaan! (278600 [209) )

! |

Tt ncoma 2.200. 538 A4.510 | L AFALE0S. 16 3g) |

;
* US dollar amounts translated at the PTE 156.39 for USS 1 far the year ended
Deceémber 31, 1996, and PTE 149.43 for USS 1 for the year ended December 31, .
1595, (Note 1). ‘
The accompanying notes are an integral part of these financial statements.
i ‘
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liabilities at each reporting date. I the case of Telecel, deferred taxes relate to
differences arising from Partuguese financial reporting and tax reporting
methodclogies, as well as from temporary differences arising from US GAAP
adjustments.

v} Investment in Telechamada
Under Portuguese GAAP the Cormpany's investment in Telechamada is recorded using
the equity method. Under US GAAP, this investment is consolidated,

vi) Capitalization of interest

Under Portuguese CAAP, the Company does not capitalize interest costs incurred in
connection with the construction of major capital projects. Under US GAAP, the
estirmated amount of interest incurred in connection with the canstruction of these
projects is calculated by applying the interest rates applicable te borrowings
outstanding during each period, and included in fixed assets and depreciated over the
lives of the related assets. interest was not capitalized for US GAAP reconciliation
purposes since the amount to be capitalized was not material for any of the periods
presented.

NOTE 23

Reconciliation between net income (loss) and
stockholders” equity determined under Pertuguese
GAAP and US GAAP
The follewing is a summary of the significant adjustments to net income and
Shareholders’ equity which would be required if US GAAP had been applied instead of
Portuguese GAAP (US Dcllar amounts translated at PTE 156,39 for USS 1 at Decemnber
31,1996 and at PTE 149.43 for USS 1 at December 31, 1595 (Note 1):

Yenr ended Oncomher3s.  Year snded Necember 31,

1996 199
1956 LSS ~285. LS
et Income eppocted Lsing Roguguese GAAP Z2s0.614 PY-ALLE 2.438.605 16,318
US_GAAP adustments:
Star-up and other costs expensed, net (49.868) (319 (5aés71|  @.528)
Depreciation differences 699,479 4473 368,404 2,465
Telechamada US GAAP adjustments, net (41.552) {256) (50,459} (408}
Deferred income tanes ‘_iﬁazmn).‘__faaﬁﬂ.__.aﬁau?n 18,015
Net Income using US GAAP 7,216,673 | 46,145 £913,959 33,870

-

Dm“mjw&ﬂaj

il I3RS, Uss

US GaAD adiiarments:

Sharshalder’s_equity reported using Portrigusse GAAP 22 1R/ Boal . 141856 14 804286 99 Az

Start-up and other costs expensed (3.093.218)|  (19,779) (3,063,250, (20,366}
Stock issuance costs (228,697) (1.462) (163,784} (1.056)
Accumulated depreciation differences 1,793,851 11,470 1,094.372 7,323
Cumuiative Telechamada US GAAP adjustments (4e8,010) (2.596) (364,458} (2.439)
Deferred income taxes I 2.010 020, 12,859 —2 652020 18.01¢)
Shareholder’s equity using US GAAP 22,260,745 ( 142.342| 35300085 103,311
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and statement of operations captions would have been;

1996 1996 ‘
P LSS

After glvmg effect to the US GAAP adjustments the following significant balance rheet !

1995 *99
STE]

Balance Sheets:

|
|

NOTE 24

-

a) Income taxes

Additional disclosures required by US GAAP

fixed assets 36,721,915 234,810 28.401.579 190,086
Total assers 55,889,957 357.376 40,670,782 273, 173
Total llabliltles 32.629,212] 215,024 25,561,777 171 062x
|
i
l
Year ended Dacamiror 33, Year gnded Dacembar 31l
)
1996 1996 1995 1995
BTE uss BIEL uqsl.
|
) Statements of Cperations: '-
Revenues 61.732,957| 394737| 33.879,993 326,727
Expenses (47,889.372)) (306.218)| (20.399,579)| (203.437)
Operating Income ‘ 13 RaLsAL EEg1g
Nt lncome 7216673 46185 L9nmss| 32,870

)
“

a Significant components of the Company's deferred tax assets are 3s follows:
m
| 1986 1996 1995 1995,
uss a4 uss!
L Daferred tax assets: 11
’ Net operating loss carryforwards . - 1,079,928 7,227
Differences between the tax and book dases |
of intangibles and fzed assets 1.039.8¢6 8.649 B36.75¢ 5,600,
! Pravision for doubtful accounts 852,192 5,450 607,860 4,068
Other I 179320 | . 754 BT 482 ERT
. Total 2,010,620{ 12,853 2,692,020 18,015
B l
| The deferrad tax assets are classified 2 follows:
B i
Decembac 31, Recemheraa,.
B 1996 1996 1995 1995 |
PIE 1SS PTE 88
|
' Current deferred tax assets 970,124 6,208 1.855,270! 12,415 :
Non-current deferred tax assets —1039 I £.5a9 B36 7501 5600,
|
u 2,010,020 12853 2,692,020(_ 18,015
M |
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The statutory Pertuguese corporate income tay rate is reconciled to the effective
income tax rate for the pLrposes of US GAAP sccounts as follows:

Yearended December 33,

3 1298

Statutory corperatg income rax rate 39.6% 39.6%
Increase (decrease) in tax resuiting from:

Results of subsidiary 0.8% 3.0%

Non-deductible expenses Q.4% Lz%

Change in valuation allowance — B CCXLA)

Effectlve incame Lax rate 40.8% | (1213%)

b) Recently issued accounting pronouncements

In March 1995, the Financial Accounting Standards Board issued the Statement of
Financial Accounting Standards ("SFAS") No. 121, “Accounting for the Impairment of
Long-Lived Assets and for Long-Lived Assets to be Disposed Of", Under SFAS No. 121,
the company is required to review long-lived assets and certain identifiable intangiblas
for impairment whenever events or changes in circumstances indicate that the book
value of an asset may not ba recoverable. An impairment loss should be recognized
whenever the review demonstrates that the baok value of a long-lived asset is not
racoverable, Effective January 1, 1996, the Company adopted SFAS No. 121 in the US
GAAP reconciliation consistent with the required adoption pericd. The implementation
of SFAS No. 12y had no material effact on net income or Shareholders’ equity.
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EQﬂeﬁa1 Council Activities

1%}

enort 1996

During 1996 the General Cauncil met at
regular intervals as required by the Law,
to follow and menitor the acrivities of
the Board of Management and the
Company in general.

in March 1996 the Council approved the
revised version of the 1996 Budget and
Bukine_ss Plan, which was the
framework for the activities of the
Coynpany during this financial year. Also
approved was the financing poiicy to be
followed and which contemplated the
renegqtiation of the terms and
conditians for the major loans already
obtained by the Company, as proposed
by the Board of Management.

In May, the Council approved the 1995
Report and Accounts, as well as the
General Council Activities Report to be
submitted to the General Assemnbly's
appreciation.

The Cauncil also followad the call for
bids initiated by the Company for the
acquisition of infrastructure equipmaent,
the adjudication of which was approved
as proposed by the Board of
Management.

The Council analyzed a Proposal for the
setting up of a complernentary pension
plah scheme and for the creation of the
corresponding fund, and decided to
postpone a decision an this matter,

A major highlight was the process for
the Initial Public Offer of the Company's
equity and the listing of Telecel stock,
which was duly followed by the Council.
As a result of this operation, and to take
into consideration the ¢orresponding
changes in the shareholding structure,
the ‘compasition of the Council was also
changed, and the number of its
members reduced to seven. As a
consequence, Comander Anténio
Ricciardi, Or. Jorge Armindo Teixeira,

Dr. Anténia Rios de Amorim and

Eng. Cardoso Pinto have renounced
their office.
The Council thanks the members that
have now terminated their functions for
the ca-operation and dedication shown

NOTTIINYH

during their terms in office, and their
contribution for the succeass of the
Company.

The General Meeting of Sharaholders
which took place on December gth, 1996
elected the Fo"owing new members:
Mrs. Barbara Riker,

Mr. Edward Salas and My, Francisco
Reman Riechmann.

in December it was decided, pursuant to
article 444 of No. 2, to appoint

Mr, jeffrey Clark and Mrs. Barbara Riker
to integrate a Fiscalization Commission,
to be chaired by Mrs. Barbara Riker, and
also to appaint Mr, jeffrey Clark

Mr. Vernon Tyerman and Mr, Edward
Salas to integrate a Compensations
Commission, to be chaired by

Mr. jeffrey Clark,

The Council expresses its appreciation
far the high level of dynamism shown by
the Company during 1996, not anly in
relation to the expansion and
consolidation of its structures but also in
relation to the growth of its Subscribers
Base and the quality of its services,
which has allowed to exceed the goals
previously set. '

The Council also expressas its
appreciation for the excellent
performance of the Board of
Management in the orientation and
management of the Company, and thus
casts its vote of appreciation for the
work developed.

The General Council also approved the
Report and Accounts pressnted by the
Beard of Management for the 196
financial year, and agrees with the
proposal of the Board of Managerment
that the positive balance of
7:290,614,177500 shown, after deducting
5% of that amaunt for the legal raserve,
be transferred to the Retained Earnings
account, ta cancel the accumulated
losses of previous financial years.

Lisbon, Portugal
March 17th 1997

Américo Farreira de Amorim
President of the Ceneral Council
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To the Shareholders and the
Management Board of
Telecel - Comunicagdes Pessoais, SA

1. We have audited the accompanying
balance sheet of Telecel - Comunicacdes
Pessoais, SA (the "Company”) as of
December 31, 1996, and the related
statements of operatians, changes in
Shareholders' equity and cash flows for
the year then ended. These financial
staternents are the responsibility of the
Company's management. Our
responsibility is to express an opinien
on these financial staterents based on
our audit.

2. Our audit was performed in
accordance with generally accepted
auditing standards in Portugal, which
are substantially coasistent with those
in the United States of America. These
standards require that we plan and
perform the audit to abtain reasonable
assurance that the financial statements
are free fram material misstaternent. An
audit includes examining, on a test
basis, evidence supporting the amgunts
and disclosures in the financial
staternents. An audit aiso includes
3ssessing the accounting principles
used and significant estimates made by
management, as well ag evaluating the
overall financial statements
presentation. We belisve that our gudit
provides a reasonable basis for our
opinion.

3. In our opinicn, the financial
staternents audited by us present fairly,
in all material respects, the financial
position of the Company as of

December 31, 1996 and the results of its

‘NN NOTTIWYE %

(0N frepors. ot tasepencens pccountants

agerations and its cash flows for the
year then ended, in conformity with
generally accepted accounting principles
in Portugal.

4. The accounting practices of the
Company used in preparing the
accompanying financial staterments
conform with generally accepted
accounting principles in Portugal but do
not conform with accounting principles
generally accepted in the United States
of America. A description of the
significant differences between such
principles and those accounting
principles generally accepted in the
United Statas of America, and the effect
of those differences on net incarme and
Shareholders' equity, are set forth in
Notes 22 and 23 of the Nates to the
Financial Statements,

PRICE WATERHQUSE

Lisbon, Portugal
March 3, 1997
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2- Eeliberation about the Management
Regort and Accounts for the 1996
Financial Year.
Dr.iAnténio Carrapatoso presented the
Board of Management Report and
Acdounts for the 1996 Financial Year
and explained the principals on which it
was based, presenting as well a
surjwmary of the contents.
Dr. |Ribeim da Cunha described the
woans carried out during the previous

" yeat to review the accounts and

presented the report of the Chartared
Accountant terms and the Legal

Cel Iiﬁc:;ation of Accounts for the 1996
Financis! Year.

Baspd on these elements, Mr. Américo
Amarim requested the Council to vote
its approval in relation to the Board of
Maiagement Report as well as the
Balance Sheets and Profit and Loss
Statements and corresponding
Appendices for the 1996 Financial Year,
which were unanimously approved.

3 - Dahiberation about the General
Co:F-lcil Activity Report for 1996

The Council reviewed the General
Coupcil Activity Report for 1996 which
was|unanimously approved.

(

-

ﬁ Lishan, Portugal

| March 17th 1997
!
|
|
|
|
i
i
|
|
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ghract of the Minutes of the
FCE] ‘ s '
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- most obvigus needs. It also tres, o whd

.The growth rates achieved by Teleeel in 19% area result of a ongoing focus on the Customer as an
individual, as well as a membefuf Ww\all cqr;mumw

,-u%n
This attitude reaches much fu
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values and dreams; the univerg
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. In the design of its ever more diversified products, Telecel has taken into consideration

. C not only the most abvious needs of its Customers, but alse all their other needs which
RN result in the diversity of their individualitles. In addition, Telecel understands and takes

: into account one of the major tendencies of our time, to answer the demand for higher
A levels of personal freedem: Telecel uses leading technological developments to implement
A ' better personal communications. '

i In 1997, Telecel has confirmed and reinforced its corporate identity as a company ready
to face the new millennium: a strong and bald Campany, generating profitahility for its
Sharehalders while remaining steadfastly fecused an its Customers,
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Our permanent commitment to the value creation

of Telecel had very positive results during 1997,

This is true not only in terms of the increase of its equity
value, which grew from 213 billion PTE on December 31,
1996 to 422 billion PTE in December 31, 1997 (the price
per share increased by 98% when compared against 75% ‘
for the BVL 30 index), but also in terms of the continued
development of the assets and competencies of the
Company,

It is important to highlight the more than doubling

of the number of our Customers, going from about
331,000 %0 745,000. During 1997, Telecel had to become
increasingly responsive te face the requirements of these
additional Customers in order to always be focused

on providing a high quality of service.

Telecel's brand was firmly established during 1997,

as a result of our success in the markatplace and our
efficient communication policy. Surveys carried out
indicate that the level of recognition of Telecel's brand
name in Portugal is over 99%, and that the brand is
associated with an image of being professional,
focused on the Customer, innovative and dynamic.
The high level of investment made in our core
telecommunication infrastructure has provided Telecel
with a modern, high capacity and high quality network
covering an ever larger area of Portugal.

Our Distribution Channels, Customer Care Service,
Marketing, Information Systems, and Administrative
and Financial areas have signiﬁcintly reinforced their
competencies and capabilities during 1997.
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The Employees of the Company not only increased in
number, but also have clearly increased their skills

as a result of the training and development policies
implemented.

Telecel is well prepared to face the challenges ahead.
In arder to continue to grow in an increasingly
competitive environment, the Company must continuously
{ook at opportunities that will create value

for our Shareholders, by leveraging our existing
competencies.

Despite already representing close to 25% of the total
Portuguese Telecommunications Services market in 1997
(estimated at a total of 550 billion PTE), the cellular
market still has a significant growth potential, of which
Telecel intends to take full advantage. Additionally,

in 1998 the company will consider if value can be created
by broadening its horizons into new areas of the
Partuguese telecommunications sector. Other areas
adjacent to the present business will be considered as
a first choice, taking into account the need to ascertain
whether these are attractive business areas and if we
already have, ot are capable of creating, the necessary
competencies to succeed in these businesses,

The ultimate selection criteria in the decision to enter
new business areas shall be the value creation potential
that these businesses may bring to our Shareholders,
The future success of our Company shall result, not only
from the continuous quest for higher effiziency in the
current business, but also from 2 well considered growth
and expansion policy.

We continue to maintain as our major objective,

the satisfaction of our Shareholders, which is naturally
compatible with the satisfaction of our Employees.

To that end we shall remain focused on our Custamers,
providing them high quality and innovative services

at a competitive price.

pdg 1t

President of the Board af v::n?........-a
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Market Growth

In Portugal, 1997 was remarkable for the unpre-
cedented grawth in the number of cellular Customers.
During the year the number of total Portuguese
cellular Customers increased by more than 800,000
new Customers, taking the total number of Customers
from 660,000 to close ta 1.5 million at year-end.
With Portugal having roughly 10 million inhabitants,
this 15% penetration rate for the total population
is higher than the average European rate. This
is remarkable when considering the low GDP per ca-~
pita in Portugal compared to the European average.

Telecel s Growth

- o o w

Vo s

Similar to total Portuguese cellular market growth,
the number of Telecel Customers more than doubled
during 1997; the company had a total of 745,252
Custamers at the and of 1997 (a 125% growth rate),
Total revenues reached 87.7 billion FTE, with service
revenues attaining 78,8 billion PTE, which reprasents
a significant increase of 49.0% and 49.7%,
respectively, in relation to 1996, The increase in
the revenues was, as foreseen, lower than the
increase in the average number of Customers, for
the following reasons: the new Customers {mastly
coming from mass consumer segment) have a lower
usage rate than the existing Customers; mobile-
mobile ealls, at a price lower than other types of calls,
have an increased weight due to the increased size
of the Customer base; and, several significant tariff
reductions where introduced during 1997,

page 20
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To provide some perspective, in Pertugal at the end
of 1997, the penetration rate of mobile telephony
services was higher than that for the UK, France,
Germany and Spain.

The mass consumer Customer segment accounts for
the majority of the growth in the tatal market. The
price reduction an mobile teleﬁhones and tariffs,
the reduction of the minimum chakges for the service,
and strong competition in the marketplace have
attracted several hundred thousand new Customers
from this consumer segment.

As 3 result of these factors, the.average monthly
revenue per Customer (ARPU) ended 1997 at 12,194
PTE, a reduction from 17,233 PTE in 1996. Part
of this decrease is also attributable to the great
increasa in the number of Customers which occurred
at the end of the year, who generated a small amount
of revenues in 1997.

Telecel s average annual growth rata from 1993
to 1997 reached 109% in terms of the number
of Customers and 97% in terms of service revenues.
These high grawth rates have required an angoing
reorganization and restructuring effort to meet the
increasing needs of our Custemers, jn order to conti-
nually provide a high quality service in line with the
strategic commitment of the Comﬁany.

N7 Naa Tl
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In 1957, 211 new employees joined the Company,
increasing the total headcount to 8783 by year-end.
Most of these new employees were hired into
Customer Service functions in order ta meet the
needs of the growing Customer base.

Backed by 3 sizeable investment made by Telecel,
the telecemmunication network also had a remar-
kable expansion, extending ever more its coversge
of the market, in terms of population coverage
as well as geographical coveraga.

Telecel “s Profitability

In 1567 Telecel had pre-tax income of 20.9 billion
PTE and net income of 12.3 billion PTE, showing a
remarkable growth of 79.6% and 82.4%, respectively
in relation to 1396. :

The operational cash flow (EBITDA) reached a totat
of 30.4 billion PTE in 1997 - a growth rate
of §5.2% in relation t6 1996 - and now represents
close to 34.7% of total operating revenues and 38.7%
of service revenues, Because of the heavy and
immediate cast burden associated with acquiring
so many new Customers (Telecel expenses almost
all of its subscriber acquisition costs}, and because

AANNT 'ALT

During.1997, the total amount of the investments
made by Telecel, of which about 75% were made
in its telecommunication network, amounted
to 19.1 billicn PTE, which compares to the 14.8
billion PTE made in 1996. This additional invest-
ment was required to maintain the high quality
of the network during 3 pericd of fast growth, and
to ensure that there was sufficient capacity in the
different infrastructures tc meet the needs of the
Customer.

the revenues associated with these costs hﬁppené
over a long period of time, EBITDA margin on total
operating revenues typically decreases. However,
the company has managed to acquire these new
Customers in a very efficient manner and has actually
seen same increase in EBITDA margin on total
operating revenues in 1997 over 1996 (34.7% from
33.3%).

Telecel has steadily shown & high grawth rate of its
results, arising from an increase in its activities and
an ongoing continual facus to obtain an ever:greater
efficiency.

page 21
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Regulatory Framework

The new Basis Law for Telecommunications was
approved during 1897, Law nf 91/97, dated August
1, 1997, containing the basic principles which
proavide freedom to the gperators to establish their
own public service telecommunication networks,
and the freedom tc provide public usage telecom-
munication services. This law is the first step towards
the expected and desired total market liberalization,
scheduled for January 1, 2000.

A number of complementary documents developing
the provisions contained in this law still have to be
approved in order to implement and regulate the
principles outlined. A document, regulating tha
access conditions for public telecommunication
network operators and public usage telecommuni-
cation service providers, was published on January
15, 1997, This document specifically establishes the
activities for which a {icensing or reqgistration process
is required.

The possibility for Telecel to establish its own
transmission network or to use a third party infras-
tructure as an alternative to the public operator,
as contemplated by the European Commission Diractive
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dated from January 19596, was re'cognized in Partugatl
with the approval of the aforementioned document.
Considering the actual and foreseen incraase in the
number of Customers, Telecel requested in 1957
additional frequencies from ICP (Instituto das Comu-
nicagdes de Portugal - the Porhuguese requlatory
authority), in the GSM 900 and 1800 bands. The ICP
chose not to award GSM 800 frequencies, but Telecel
is hopeful to receive GSM 1800 frequencies in 1998.
According to the statements issued by governmental
officials, it is expected that new frequencies in the
GSM 1300 band will be allocated to the company
during the beginning of 1998.

A third mobile services license was granted on No-
vember 20, 1997 to a new operator, including the
usage of 39 freguencies in the GSM 800 band and
30 frequencies in the GSM 1800 band.

Tt was not possible to negotiate the interconnection
conditiens for 1998 with Portugal Telecam by the
end 1997. Should these negotiations fail to produce
mutually agreeable results in early 1998, the inter-
vention of the ICP will be required,
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Selected Financial and Operational Data

(1997 X 12996 (1995 ) 1994 X 1993 )—o

FINANCIAL DATA (figures in bn FTE}

AEVENUES |

Servica revenues 73.8/ 52,8/ 28.8/ 13.8/ : 5.2/
Equipment and accessory ravanyes 8.9/ 62/ g/ 1 2y
|
Total Operating Revenues 87.7 58.8 324 16.6 7.8
EXPENSES
Interconnection 13.3/ 1.2/ 7.1/ 48/ L8/
Eguipment and accassories sqld 18.1/ 40/ 5.1/ 2.0 2
$elling, gaperal, and admlnistrative 1,3/, 12.2/ 1.9/ 5.1/ 1y
Wages and salagies XY, XY 25/ 18/ 1 1y
Depreciatipn and amogtization 9.9/ 62/ 43/ 2.8/ |1y
Erovicions for had debt ang other 38/ 1Y L8/ 08/ i 93/
l
Yotal Operating Expenges 66.2 455 28.4 17.8 11.0
Total operating income L3/ 1348/ 49/ a3V 3.5
Operating cash Aow (EBITDA) 30.4/ 0.8/ 8.2/ 1.8/ {18y
Qoerring cash flow margin 347%/ 33.3% 28.3%/ 0.09/  (sagwy
Other income (sapense) _(v.5)/ (1.8 (1.8)/ {1.6)/ | e
Income {lo for 20,8/ 118/ 2.4/ (a.8)/ (5.0
Tazes. 18/ 43/ 3,0/ 0.0/ L 0.4/
Net Income 13.3/ A 2.8/ (2.8} Y,
i
|
Suhsgibers at end of period 745,252/ 331,388/ 111360/ BA,568/ 138,235/
N hets added during per! 413,964/ 136,028/ 8,792/ 4933/ 11,459/
Annugl i hillion PTE) 8.V 16.8/ VRV 8.5/ .61/
Cumulative investmant (billion PTEY 72.8/ 538/ 8.8/ 215/ 15,9/
monthly e iber (PTE) 12,104/ 17,23V 17,933/ w029 1851/
Annyal chump ate 18.8%/ 17.6%/ 10,7%/ 17.0%/ =/
f i
(12.00.95 ( 12.01.96 Y 03.27.97 X 06.30.97 Y 093097 ( 123197 —o
]
Share grice (FTE)Y 7.950/ 9,990/ 13,750/ 14,800/ 16,600/ :
Market Cagitalizatiop (hillion PTE): 1799/ 212,38/ 295.6/ SRV 139/ . 4218/
|
|
|
{
|
|
' IPO

? Exchange rate: PTE 183.33 for U$$1 for the year ended Dacember 31, 1997

page 23

PO AR AT bmir ARTATTAR TUUMAA 0EC IANT ' 'Y




TELECEL - SHARE PRICE 1997
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Lorporate soales

cn

‘T

The following was the composition of Telecel's
Corporate bodies on December 31, 1997:

General Council
AIRTOUCH - represepted by Vernon
Hugh Llayd Tyerman

Jeffrey Oavid Clark
Francisco Reman Riechmann
Barbara Ann Riker

Edward Alfonsa Salas

General Assembly Board

Carlos Manuel Chordo Tavares Aguiar (President)
Alexandre Jardim de Oliveira (Secretary)
Angela Maria Raposo da Silva e Sousa(Secretary)

CACT ‘AN

Chartered Accountant

Amadvel Calhau, Ribeiro da Cunha e Asscciados,
Sociedade de Revisores Oficiais de Contas,
represented by José Maria Ribeiro da Cunha,

Independent Accountants
Price Waterhouse

Board of Management -
Antbnio Rui de Lacerda Carrapatoso (President)
Anténic Vaz Branco

Ant6nia Manuel da Costa Coimbra

Nurno J. F. S. de Oliveira Silvério Marques
Wayne James Ross
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The Company °s Strategy

In 1997 the company developed its activities based
on the strategy already consolidated in previous
'years, through the cantinugus development of
a competitive offer to the cellular mobile telecom-
munications market, targeting the most valuable
clients in each segment. Telecel kept its differen-
tiation in the marketplace by cffering a wide coverage
and high quality cellular communications network,
an excellent Customer Care Sarvice, and leadership
in marketing innovation.

1997 was also the year in which cur internal compe-

The Mobile .Cellular |
Telecommunications Market in the European Context

‘AT

The growth rate of the number of Customers in the
various European countries continued tc be very
high, led by the penetration rate exceeding 40%
in Finland. Current estimations indicate that the
average growth rate in Europe has attained about
56%, with an average penetration rate between
14% and 15%.

Partugal occupied a relevant position in the European
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tencies were solidified to provide the structure that
will allow the company to positian itself to take the
best possible advantage of the opportunities that
will arise during the liberalization process, namely
in areas which are adjacent to the current line
of business. Telecel believes that this stance will
contribute to its main nbje&ive: the personal and
professional fulfillment of its Employees and the
satisfaction of its Shareholders, by maximizing the
value of the Company by satisfying the communi-
cation needs of its Customers.

s

context, showing remarkabyle levels in terms of deve-
lopment of its cellular market, and for the first time
in its short history of its cellular communications
market, a penetration ra:!:e above the European
average. This performance was even more remarka-
ble when cansidering the lower GDP per capita
in Portugal when compared to that of the remaining
European countries.

T e — ~ oy . om - -




PENETRATION RATES IN THE MAIN EUROPEAN COUNTRIES
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__._SUBSCRIBER GROWTH RATES IN THE MAIN EUROPEAN COUNTRIES
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The weight of mabile telecommunication sarvice
revenyes in the Portuguese Gross Domestic Product
is around 0.8%, a figure that is one of the highest
in Europe, and which clearly shows the level of deve-

The Cellular Market in Portugal

aXaXalhd

A

auinibar af subsribesy

Vv

The growth in the number of Customers during 1997
exceeded the most optimistic expectations. This
is clearly shown by the Fact that during 1997 the
number of new Customers exceaded the total number

during this single year!

SUBSCRIBER EVOLUTION

development of the country.

rate increasing by more than 8

i

lopment cf this market in Portugal and the con-
tribution it has given to the eec:mmic and secial

af Customers which subscribed 1%0 the sarvice in all
the previous years combined, with the penetration
fpercenr,age points

U] e ot 4 —— o e
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It is expectad that at the end of the year the total
number of Customers in Portugal should have reached
a figure close to 1.5 million.

The mass consumer segments, characterized by low
usage rata, mainly for personal and non-profassional
reasons, were the major contributors to the high
growth rate, In 1997 the market was daminated
by the products with no menthly subscription charge,
such as Vitamina T, en which the major part of the
promotional campaigns were based and have shown
the highest number of new service activations,
By the end of 1997, the total number of Customers
of the VitamIna service accounted for roughly 50%
of Telecel's total customer base.

The competitiveness which is a feature of this market
was even stronger in 1997, and was based on three

major aspects: (1) various tariffs changes that were

I
implemented during the year: (2) introducitiun
of new products; and (3) continuous pramctiimal
campaigns leading to the increase of the subsidiza-
tiap of the terminal equipment and service offers.
In terms of the regulatory framework it is important
to hightight the approval by the government and
the corresponding publication of the new BasisiLaw
for the Telecommunications sector, setting theigui-
delines for the establishment, management!and
exploitation of telecommunication networksiand
the provision that telecommunication services must
follow. '

It is also Important to highlight the freedom for the
mebile operators to use their own infrastruc:ture
and the granting of a third operator license (co%nbi-
ning GSM 900 and 1800 frequencies), which is expec:
ted to start commercial service during 1998.

|
!

|

Telecel Customers and the Service Provided

~L

o Evolution of the Major

Indicators
As a result of the high rate of develepment of the
market, 1997 was agaip a record setting year for
Telecel, in terms of the number of new Customers,
with a total of 413,B54 added to its Customer base,
corresponding to a 169% increase in relation to the

SANT ‘At

number of net activations during the previous year.
Thys, at the end of 1997, Telecel's Customer base
kad an increase of 125%, with the total number
of Customers attaining 745,252 at yesr-end. 5

|
|
|
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sumbar of subscridars

wreaagr moatlly revemie ger URY (ARPU)
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The Vitamina family of products, especially geared
for the mass consumer segments (by being a pre-
paid service and by not requiring 3 monthly charge),
was responsible for the major number of new Telecel
Customer activations. Telecel's innovative Vitamina
products proved to be a profitable manner to reach
the mass consumer segment of Customers and are

MONTHLY AVERAGE REVENUE PER USER EVOLUTION

NUMBER OF SUBSCRIBERS AND NET ADDITIONS EVOLUTION _

m  Total subscribers

L U Net adds

1936 1997 !

Source: Lampdny revons

an important concept for ccéntinued growth in the
marketplace. As a cnnsequec:'cce, the professional to
mass consumer Customer mix was drastically chan-
ged during 1997, greatly contributing to the sharp
but expected decline in the average revenus per
Customer. '

20,000 FTE 18,511 PTE 15,029 PTE 17,935 PTE
18,000 PYE ) "
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The tar[ff reduc‘:tions implemented in March and
June 1897, and?the increase in the number of calls
made wnthln Tel\ecel's network, were further factars
contributing o) the reduction of ARPU, The usage

!
\

f

|

j

|

|

| !

! time, e.g. the numbar of minutes invoiced per
i

{

l

|

Custonier, al.so(' suffered a reduction due to the

change in the| Customer mix, although without
|

showin;g negative variations within each tariff plan,

Despite the ARP,U decline, we believe that the average
revende per TLlecel Customer is still above the
Eurnpean average and above the average for
Portugal's entire cellulsr sector.

| In anindustry in which size is very important,
| econofmies of scale and the continuous focus of the
j company on tt'{'e reduction of the costs per Customer
l (by adapting the commercial and marketing policies
to the value cf each market segment) have allowed

Telecel to achieve a favarable evaluticn of operating
cash flow (EBITDA), which increased by 55.2%
in 1997 vs 1996, despite the ARPY reduction. The
Customer acquisition cost {calculated as the expenses
of advertising, commissions granted to the distri-
bution channels, SIM card welcome package costs,
and margin on cellular telephone sales), has shown
a reduction par new Customer when compared
o 1996.
Churn rate evolution was also satisfactory, taking
into account the larger percentage of the consumer
segment in Telecel's Customer base, As has been
seen in other markets, churn typically rises with
significant panetration of the mass consumer
segment, Significant increase in ¢hurn did not
happen to Telacel in 1997, as a result of the Customer
loyalty actions undertaken by the Company.

. . ANNUAL CHURN RATE EVOLUTION _ | °

3T
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o Major Events
Tel‘ecal Netwurk

Because network coverage and quality is one of the
major factors differentiating Teletet from the compe-
tmpn, all myatters related with the network infrastruc-

NOTL 't

MATTIIVUNT ©v

Source: Campeny repors.

Note; Caleulacad as (dedctivations - reactivations)/averags no. of Customers

ture are continuously given a special attention.
Taking into consideration the capacity increase
needed to handle the expansion of the Customer
base and the fact that no additional freguencies
were granted to Telecel during 1997, the level
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of the investment was considerably higher than
in the previous year. Thus, new technologies and
methadologies were introduced in network plarning
and network aperations; hundreds of new base

stations (antennas) and two new switches were

installed (one of them dedicated to the Madeira
Autonomous Region), which has allowed a signifi-
cant capacity increase in the major urban centres
(more than 62% in Lisbon and Oporta), improving
the general quality of the network and expanding
the gecgraphical coverage, inside buildings and
outdeors.

We must also highlight the service launch, in Septem-
ber 1997, in the Autonomous Regions of the Azares,
based on the instailation of Telecel network in S3o0
Miguel, Tercaira and Faial islands.

Customer Care Service

Taking inte account the foreseen need ta pravide
quality answers to an ever increasing number of Cus-
tomers, a project of organization and process reengi-
neering of the Customer Care Service was concluded,
This project, initiated in 1998, together with the
introduction of new computer based tools, has led
to 3 substantial improvement in the quality levels
aof the services provided to the Customer, as well
as the department s efficiency.

In Navemnber 1997, an invaicing project was imple-
mented, changing the contents and layouts in order
to meet our Customer's requirements for 3 more clear,
custamized, and easy teo read invoice statement.
The new invoice form has also made it easier to opti-
mize the direct debit payment system, thus cantri-
buting for a better guality service and a higher level
of Customer satisfaction. '
We would also like to point out the introduction
of the Customer Care Service inta the internet,
thus providing our Customers with an additional
form of access to the company through the
1212@%telecel.pt address.
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Communlcation

In 1997 we have celebrated the fifth anniversary
of our public service activities, with the implemen-
tation of a number of actions focused on our Cus-
tomers, Employees. Distributors and Suppliers.
The brand awareness and company image were
reinforced by multi-shaped communication actions,
based on advertising campaigns, promations and
products, complemented by “below the (ine” actions
facused on the various market segments. We have
maintained our sponsoring of the three major
Portuguese Football Clubs and League and as well
35 Motor sports, among others.

The markat studies carried cut by the Company have
allowed us to conclude that Telecet is still recognized
as the leading brand in mobile cellular teiecom-
munications, in all relevant aspects.

Products and Services
The inngvation in the introeduction of new products
and services with recognized value by our Customers,
was, ofce more, a canstant feature in 1997.
In the information area, we introduced new services
such as the club information services providing
information about the clubs sponsored by the
company, as well as the Infopraias service providing
information about the major beaches around the
country. 1997 also saw the introduction of several
innovations in the data and fax communication
area, such as the Fax Mail Box for all subscribers
of a regular tariff plan; the written messaging system
for fax devices and pagers; and the e-mail internet
allowing e-mail messages to be sent to any client
via the internet, Another set of services simplifying
access to the internet by use of a cellular telephone
was also introduced.

The number of countries in which it is passible
10 use Telecel services was also expanded for Custo-
mers subscribing to a regular tariff plan, as well
as the usage of Telecal network by Customers of the
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operators of those countries, At the end of 1997
the 'Cnmpan‘y had roaming agreements with 82
operators from 48 countries on five continents.

We must also highlight the new products and facilities

. of the Vitamina family, targeted at sub-segments

of Cusmmersi In September 1997, Telecel introduced
the Vitamina K (Kids) addressed at the younger
users in the 8-15 age range, with the hagie feature
of ohly allowing calls te six numbers selected by
the Customer, thus ensuring total usage security
and control. In October, Telecel introduced the

(Professional}, addressing the professional users
who, although giving value to its cost control fea-
tures, need to make more calls to the land network
during workdays. This product benefits fram a more
advantageous price in relation to Vitamina T,
but with 8 higher pre-charge amount. It is also
important to highlight a few new facilities introduced
in the Vitamina family, such as the instantaneous
pre-payment, the pre-payment bonus and, most
important of all, the roaming usage in Spain, making
it the first of this type of products in the European

market to allow usage out of the country of origin,
while maintaining atl its facilities, namely the cost
control capabilities, the updating of the account
balance in real tme, and the ability to recharge via
the handset.

Vitamina R'(Radical) product, addressed at the
young Custor‘ners with ages above 15, with tha major
fFeature of d:FFering 3 discount on calls between
Vitamina R Customers,.thus providing easier com-
municationsi within this particular social group.
In Nbvembe:l', Telecel introduced the Vitamina P

MONTH SERVICE DESCRIFTION
January INFOPRAIAS Information about the weather and the sea in the main Pertuguese beaches.
February pue Availability of two S1M cards with the same associated ahone number.
March ' OSRECT SMS Application that allaws sending wrltten messages (o cellular phanes on the Telacel network
using a personal computer and 2 fixed line madem.
| ‘ BONUS VITAMINA Charging bonus for the Vitamina Customers.
' May } SEMI-CLIR The Customer is abte to control the display to show the phone number of the calling panty.

June FREE NUMBER TELECEL Called party pays service, if che call is originated in the Telecel network or in the national

Fixed network,

INSTANT RELOAD Reduction of the time period batween the successful Vitamina recharge operation and the
respective card relead to about 15 seconds,
July SIMPUS Management of Customer cards (1., memories, sms, elc,} in Telecel points of sale.

TELEMULHBANCO PHASE 2 Possibility to check the accounting and available balance, the 3 Last aceount movements,
the last 2 mavements pecformed with the Multibanco ¢ard or with the TeleMultibance service,
as well as the possibulity to perform transfers among the different accounts associated

to the same card,

August SMS TO FAX Possibliley ta send a fax from a cellular phone, without any additienal equipment to any
' ‘ national destination,
| September INTERACTIVE XIOSKE Interactive consultation about Teleoel availagle in any Telacel shop, whith also allows Customers
invoice payments and Vitamina reloads.
| _ VITAMINA K Vitamina especially addressed at the young users segment (age 8 to 15) with the main
i ‘ feature of only allowing calls ta six pre selected number.
! Oczober VITAMINA R Vitamlna especially addressed to the young Customers segment (age 15 to 24), with the

major feature of offering a 25% discount on calls between Vitamina R Customers.
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; November VITAMINA P Vitamina addressing the professional users scament, which allows Data and Fax transmission

. a5 well au a Message Management Scrvice with a tariff stiucture suited (¢ higher ysage

' during geak time,

] ' FAX MAIL Allows any Customer £a receive fax messages In his/her mail box which can be larer

! an printed wherever is more convenient.
‘r | PLAN TELECEL INTERNET Tonff plan especially addressed to the connection to the [SPs (Internet Service Provider)

{ at the grice of a call ta the Talacel necwark.

! correlo@reloce! Allows rhe Customer ta raceive electranic mail directly in his/her cellular phone in 2 short

messrge format.
, I SMS TD PAGER Pascitility ta send messaney 0 Telechamada pagers directly from the celluldr phone

: in 2 short message format.
( i PLAN TELECEL MESSAGES Tariff plan specially addressed to the Customers why make intensive use of the Short Message
! . Service,
f 1 RDAMING FOR VITAMINAS Allows Vizamina Customers to Roam with Spain with real time cost control.
! ! ACCESS KIOSKE TO INTERNET Allows instant access 1o Internet througb the Pata Mobile Service or Internet Talecel without
; tho need t0 have a contract with an ISP,
} December 12312(@teleccl.pt Access to the Customer Cara Service though the email address 1212@talacel.pL.
, 123< @1elecel.pt Access to the Dato and Fax suppert team through the email address 1216 @ telecel.pt.,
|

-account Discount”, included in a promotional

package addressed gt the small and medium size
businesses, allowing Custamers to benefit fram
special conditions in the communications hetween
servicas included in the same account.

|
|

| | Tariff Plans
E As a result of the competitiveness in this market,
:I the significant tariff reductions in 1897 attracted
3 many new Customers who have a lower pur¢hasing

} power_Telecel has a strategy to develop the highest

quatity offering in the market at 3 competitive price.
In March, Telecel reduced its tariffs for mobile-to-
-fixed communications, introduced the weekend
tariff and reduced to 7,500 PTE per quarter the
minimum pre-paid amount of the Vitamina T service.
In June, Telecal raduced its fixed-to-mobile tariff

Finally, we created the "Regional Discounts”
introduced in the Madeira and Azores Autonamous
Regions, which allow Custamers from these regions
to benafit from special conditions for calls made
to the fixed network in each region,

1t is important also to highlight that the cost redu-

ctions in communications and the introduction
of new tariff plans better adjusted to the needs
of each market segment, were major contributing
factors For the high penetration level attained
in 1897, Also, the minimum cost to maintain the
cellular service was reduced to a monthly charge
of 2,500 PTE (VAT included), for the Vitamina plans,
allowing the Customer to make calls up to that
amount at no additional cost.

by 17% to 33% (depending on the time of day and
day of the week) offering very competitive tariffs
for these communications at lunchtime, nighttime

i | and during weekend,

In October, Telecel introduced the "Frequent Calls
Discount”, which allows Customers to benefit from
a 20% discount on national calls to the three most
' frequently called number of his/her chaice, by paying
3 500500 monthly charge.

In November, the Company introduced the "Intra-
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EVOLUTION OF THE MINIMUM MONTHLY COST (VAT incl.) TO MAINTAIN THE TELECEL SERVICE

10,000 FTE !
7,500 PTE
5,000 PTE
2,500 PTE

oy i | i

1992 1953 1994 1995

Distribution Channels

Another important event during the year was the
introduction of new distribution methods especially
geared toward the mass consumer segment. Together
with Teiecel, other companies wsed the cellular
service as an incentive to promote the sales of their
‘products. Petrol campanies, banks, and newspapers
iwere the most netewarthy ones in this category.
Sales made through existing Customers ware also
very effective, helping to build loyalty as well as to
attract new Customers. To this end, the fifth an-
niversary campaign was a great success, allowing
those Customers who have been with Telecel for at
least one year to exchange their equipment under
unigue tonditions and to subseribe to a new service
'at very competitive prices.

'In the traditional channels - Direct Sales, Company
: owned storas, Agents, Retailers, Hypermarkets and
'Resellers - the performance was generally in line
.with the evoluticn of the market, with a better per-
f Formance by those chanrels especially geared toward

ANT ! ‘A
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the mass cansumer segmant. In the Company owned
stores area we must highlight the new shops opened
in Lisbon, Guimaraes, and Ponta Delgada.

Terminal Equipment ]

The Company reinferced its presence in the cammar-
cializarion of terminal equipmant as a way to assure
receiving the best products with more campetitive
conditions, which are key to acquiring and maintai=
ning Customers. On the other hand, and due to the
weight taken by the sales of telephone with service
packages {n the total number of activations (pra-
motions with SIM Telecel kit and Vitaminas), the
number of termiral equipment units sold was much
higher than during the pravious year, reaching
3 total of close to haif a million units.

During the year, the reduction in the sale price
of handsets to the Customer without a similar (evel
of reduction in the cost tc Telecal led to a higher
level of handset subsidies in 1997 (a practice injtiated
in Portugal in 1996).
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EVOLUTION OF THE AVERAGE SALE PRICE OF CELLULAR TELEPHONES BY TELECEL

140,000 PTE
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1993 1994 1995 1986

As a result of the reengineering project implemented
in the Technical Assistance area, it was possible te
significantly improve the efficiency of the "Express
Service” programs for regular tariff plan Customers
and the "Mail Service" for V1tamina plan Customers,
As an example, the "Expréss Service® plan, which
had an increased demand of close 1o 40% in relation
Lo 1996, was able to maintain an availability of "on-
loan" equipment of §7% in 1997, with a 100% per-

- Information Systems

Infarmation systems are an important tool for the
implementation of Telecel's strateqy. allowing
Telecel to offer to its Customers an excellent service
hased on a campetitive and inpovative offer.

During 1997 we continued our efforts to improve
the Information Systems to adapt them to the fast
growth pace. We introduced a new interface between
the Information Systems and the GSM Netwark, thus
increasing the speed at which we are able to provide
answers t6 our Customers, and we introduced a new
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cent rate sinca the beginning of the third quarter
1997,

In 1997 the number of service paints was expanded
to Guimardes and Ponta Delgads and a service center
is now available in each town in which Telecel has
a shop.

The guthorized installers program was also expanded,
and at the end of the year authorized installers were
present in each district of tha country.

7-digit Numbering Plan, Alsc, Telecel revised and
improved its (ayout of Talecel service invaices.
Considerable investments were made in the
implementation of new systems and in changing
the existing ones to support the introduction
of new products and services. The implementation
of a new inveice with different content and layout
must be highlighted due to the impact it had in the
entire Customer base.



Withio the scope of 3 human resources policy based
on the continuous development and the acquisition
of new competencies and motivation of all staff
members, Telecel has carried out an intansive
training program, technical as well as behavioral,
attended by a total of 1,195 persons From all the
functional areas of the Company.
In 1997, Telecel performed its regular employee
satisfaction survey. This activity, which results
reflected the good organizational climate at Telecel,
is a complementary way to foment participation and
astribe responsibility of all staff members in the lfe

The great increase in the numbar of Customers has
put a&diziona( pressure an all sectors of the Company,
especially in the most operationally oriented jobs.
This led us to accelerate the recruitment process,
and to hire additional staff earlier than initially
anticipated, in order to maintain the guality of the
services prov:ided. Thus, at the end of 1997 the total
Telacal headcount reached 878, corresponding to
a 32% incr:ease in relation to December 1996.
Itis importa‘nt to highlight that the Company has
not used external contractors for sevaral activities
considered a5 basic to the provision of high quality
services, namely In the area of Customer Care Services af the Company.
and in Direct Sales, a relatively large structure which

includes 26 shops.

"Total 472 667 878

i
'

%A alysis of;the Company “s Accounts

Of this total, 78.8 billion PTE are revenues from the
servicas provided and 8.9 billion PTE from sales of
terminal eguipment units and their corresponding
accessories. These figures correspond to a growth
of 49.7% and 42.8% respactively, in relation to
1996 figures.

The evolu;tion in 1997 of the major items of Telecel's
accounts clearly shows the high rate of growth
of its Customer base, as well as of the infrastructure
required to maintain the high quality of the services
provided.

o Evolution of Revenues

The tatal operating revenues attained a total
of 87.7 billion PTE in 1997, 3 49.0% growth when
campared to the 58.8 billion PTE for 1996,
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The evolution of the service revenyes reflects net
only the expansion of the Customer base, which
more than doubled during 1997, but also the
reduction, by close to 29.2%, in the ARPU (evel, as
previously stated in this report.

In relation to terminal equipment sales, the growth
reflects the increased number of units sold, albeit
3t a roughly 60% lower average price when compared
to 1996 figures.
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o Evolution of Costs

In 1997, operating expenses, which include all costs
with the exception of those for financing and
extraardinady costs, reached a total of 66.2 hillion
PTE, corresponding to a 45.6% growth when
compared to the 45.5 billion PTE for 1996. In terms
of percentage in relation to the total operating
revenues, this figure corresponds to a reduction to
75.5% when compared to the 77.3% ratio for 1996,
thus reflecting a gain in terms of the operating

margins,
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The various comporents of aperating expenses had
the following evolution:

Interconnection costs, which inctudes costs with
the rental of circuits and the access to the networks
of other telecommunication gperators, attained a
total of 13.3 billion PTE, representing a 13.2%
increase itn relation to 1396. The weight in relation
to the operating revenues went to 15.1% from 19.9%
in the previous year, reflecting not only the better
conditions cbteined in the Price Convention
negctiated at the beginning of the year, but alsc
the scale gconomy gains arising from the greater

+ usage of the GSM network. In relation to service

ljevenues‘b the ratio of the interconnection casts was
16.8% in 1997, which compares tc the 22.3% for
1996,

{ost of _(,;aods sold, which includes not only the cost
cf the eﬁuipment sold, but also ta the cost of the
éctivatiqn package and the corresponding SIM card,
attained a total of 18.3 hillion PTE, representing a
128,2% growth in relatien to the 8.0 billion PTE for
1996. Its relative weight in the operating revenues
;/venc to: 20.9% from 13.6% ir the previous year,
reflecting the greater involvement of the
company in equipment sales activities,

Selling, general, administrative and ather expenses
attaineq a total of 17.3 billion PTE, a 41.0% growth

'NAT
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in relation to 1996, reducing its weight in relation
to the cperating revenuves to 19.7% from 20.8%,
thus reflecting the efficiency gains abtained, namely
in tha Customer acquisition costs.
Wages and Benefits attained a tatal of 4.8 billien
PTE, representing a 26.2% increase in relation to
previous year figures, as a result of the headeount
increase (32%), partially compensated by the
reduction in the average cost per employee, The
relative weight of the personnel expenses in relation
to the operating revenue was reduced to 5.5% from
6.5% in 1998,
Depreciation and amortization ampunted to a total
of 9.0 biltion PTE, a 44.0% growth in relation to the
previous year, reflecting the continued investment
effort by the company in the development of its
infrastructure, The relative weight of this item in
relation to the total operating revenues was reduced
ta 10.3% from 10.6%.
Pravisions for bad debt, excess inventory and other
items in 1997 amounted to a total of 3.6 billion
PTE, a 4.6% increase In relation to the 1996 figure.
Part of this figure corresponds to the reinfarcement
of the bad debt provision in the amount of 2.4
hillion PTE representing 3 decrease in relation to
the total operating revenues to 2.7% from 3.6% in
1996, thus reflecting the improvements obtained
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in this area, namely with the pre-paid products.
Neon-operational expenses (such as financing and
extraordinary costs) attained a total of 1.6 billion
PTE in 1897, of which 0.7 billion correspond to
interests and other financing expenses, and 0.3
billion correspand to Telechamada losses. In relation
to 1996, the interests item was reduced by 27.8%,
mainly as a result of the general drop in interest
rates, and the reduction of the average debt atong
the year.

Telechamada losses suffered a 14.2% increase in
relaticn %o 1996 figures, revealing the difficulties
encountered in this sector.

o Results

The operating cash flow (EBITDA) generated in 1997
reached a total of 30,4 billion PTE, which corresponds
to a 55.2% increase when compared to the 19.6
biltion PTE generated during 1996, and an
improvement the margins in relation to the total
operating revenues to 34.7% from 33.3% in 1996.
In relation to the services revenues, the
corresponding margin went ta 38.7% from 37.3%
in 1996.

This growth in the margins is even more significant
when we tske into consideration that the Company
incurred high acquisition costs to face the more
than doubling of its Customer base in 1997.

8.3% 25.4% 3.3% 34.7%
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The nre tax mcome for 1997 amounted to 20.%
bylllon PTE,' which represents an increase
of 79?' 6% in rI lation to the 11.6 billion FTE attained
in 1996 wrth an increase in the margin on total
cperatmg revenues t0 23.8% from 19.7% in 1996.
This :lmprovqment reflects the increased efficiency
abuained this year.
The income tax pravision was 7.6 billion PTE, which
compares to lthe 4.3 billion PYE provisioned in 1996,
3 74 9% mgzrease which was nevertheless lower
thart the gro(wth of the pre-tax income. The effective
tax [rate was thus {ewered 1o 36.3% from 37.2%.

NET INCOME

lower than the previously estimated rate due, on

the ane hand, to the reduction of the nominal tax

rate from 39.6% to 37.4% recently decided by the

Portuguese Government and, on the other hand,

the Fiscal recovery of previously incurred costs and
which anly this year became deductible.
The net incame was 13.3 billion PTE, equivalent tg
618 PTE par share, which reprasents an 32.4%
increase in relation to the 7.3 billion PTE attained
in 2996 {339 PTE per share). In terms of the margin
on operating revenues, there was an improvement
to 15.2% from 12.64% in 1896,
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Investment Policy

In 1997, Telecel kept its high level of investment
in order to maintain the high quality of services

* provided to its Customers, namely by reinforcing

the coverage and capacity of its cellular GSM network.
The total amount invested in fixed assets was 19.1

CAPITAL EXPENDITURES

billion PTE in 1997, of which 14,2 billion PTE were
applied in the development of the netwark.
In compariscn with 1996, these figqures show a
29.1% grawth, respectively,
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Financing Policy

Y

In 1997;"t the con%pany generated, for the first time,
positive cash flow after investment of 2.9 billion
PTE, which favorably compares with the negative
1.3 billign PTE for 1996.

This amlpunt was mainly used to reduce the interest
bearingidebt, which on December 31, 1997 amounted
m1aqumnﬂawmmcmwauwmhmemg
billion PTE recorded at December 31, 1996, The
remain{ng was used to reinforce the working capital
fund. j

Gn December 31, 1997 the interest bearing debt
was mainly composed of bends up to a total of 10.0

billion PTE, the remaining 3.8 billion PTE being
compased of very shert term loans. We must highlight
that in August 1998, a part of the bonds will mature,
in a total amount of 7.5 billion PTE, and that the
company intends to issue new replacement bands.
In June 1997 the Company re-negotiated the con-
ditions of the Lommercial Bonds Program, issued
in 1993, in order to renew it for succeeding annual
periods. At the end of the year the Program was not

in use.

INTEREST BEARING DEBT
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Distribution of Results 0

The positive rasults obtained by the company place
it in a position to define the distributian results
policy.

Taking into account the activities plan for 1998 and
the borrowing capabilities of the Company, the
Board of Management propeses the following
distribution of the 1997 net income, for a total
amount of 13.3 billion PTE:

Distribution of Dividends: 300 PTE per outstanding
share, equaling a total of 6.5 billicn PTE;

Retained Earnings: The remaining 6.1 billian PTE will
be ratained.

This proposal is specific to 1997 sarnings only, and
will be raconsidered annually, or if circumstances
dictate that a special review of dividend distribution
should be completed in the interim,

Reinforcement of the Legal Reserve: 5% of the net
income equaling a total of 0.7 billion PTE;

|
|
Qutlook for 1998 1

A continupus growth of the market (s expected during

1998 and following years.
The average revenue per Customer (ARPU) is expected

Telecel is hopeful that in the begining of 1993
Telecel will be granted additional GSM 1800Q fre-
quencies by ICP, which are essential to reinforce its

network capacity and to maintain the guality of the
services provided to an ever increasing number
of Customers, In accordance with public statements
by government officials, the government intends
to grant the existing operators the same number
of frequencies as granted to the third operator,
During 1998, Telecel has, as ane of its major geals,
to redefine its business in the telecommunications
area, to take the best possible advantage of the
existing and new oppartunities arising from the
liberalization process (as of 1939 with the direct
intercennection tc ether operators and from the
year 2000 on with the total liberalization) to expand
the potential value of the Company in the medium
and long term.

to continue its downward trend, following the
incraase in the ratio of mass consumer Customers,
the reduction of tariffs, and the increase of the
in-network mobile-to-mabile traffic.

The competitiveness of the business environment
is expected to became even stronger, including
the start-up of the operation of a third operator

With the evolution of the G5M standard and the
innavation capability of the operators, new sarvices
! are expected to be introduced on a regular basis,
widening and impraving the range of services offered

i

| |

X mid=year,
.'

|

[

ﬁ to Customers.

ﬁ Te take into account the continupus increase in the
f | number of Customers and to continue to expand
" : and improve the quality of the network, the level
of investment will remain high during 1998, even
higher than in 1997,

D
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Comments 2

Despite 'lts youti‘u Telecal is already a reference
company inthe tblecommumcatlons sactor natioa-
wide and |n!ernatxonalLy having developed the
required ‘competenmes to defend its position in this
market. Currentl){, in Portugal, Telecel s the second
largest natlonak telecommunications operator
in terms Ibf service revenues, and the largest mobile
operatori‘, ‘
Telecal h%s a stro‘Hg image in the market as a profes-
sional C}ompany‘pruviding high quality services:

it operates a natmnwnde telecommunication netwerk
\

|
|
|
!
'
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and has, besides the required technical skills,
competencies in Marketing, Customer Cara and
Information Systems to be capable of providing high
quality and innovative services. It also has a diver-
sified network of distribution channels to ensure its
wide coverage of the whale country,

Based on these competencies and their solidification,
Telecel believes it is well prepared to face the chat-
lenges and to take advantage of the opportunities
that the gradual liberalization of the market will
unveil in the coming years.
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A Few Words of Thanks 3

| ,
| As has happened in pravieus years, Telacel surpassed support and the necessary guidelines, and the
|

in 1997 the already ambitious goals set in its plan,
. We believe that in 1998, despite the uncertainties
} and challenges, the Company will continue its
; ; | favorable evolution. We would like to end these faw

|

|

{

J

J

|

confidence of whom we hope %o keep;

The Public and Gevernment Entities who have always
accepted the dialogue with our Company and tried
to understand our problems and expectations.
And to end, a special word of thanks to the members
of our corporate bodies: the General Council, Char-
tered Accountant ond Presidency of the Share-

words by tharking:
Qur Customers who are always trying to help us with
their citigues 3nd suggestions and whose needs

f
) we will always try to satisfy; halders Meeting.
* Our Employees for what we have aiready achieved
is the direct result of their eMorts: without them
it would have been impossible to create and develap Lisbon, March 18, 1998

in such a short time, one of the most dynamic Portu-
THE BOARD OF MANAGEMENT

Anténio Rui de Lacerda Carrapatoso (President)
Antdnio Vaz Brance

Antdnio Manuel da Costa Colmbra

Nunoc J, F. 5. de Oliveira Silvérip Marques

Wayne James Ross

‘i guese companies, with a remarkable dimension and
i profitability, capable of providing the highest quality
i service to the public;
4 ’ Our Distributar and Suppliers for being our most
} ! , important partners in this ambitious project;
{ I : Our Shareholders who always gave us their full
| {
|
|
|
|
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Mr. Shareholders,

The General Board met regularly during 19897,
pursuant to the provisions of the Law, to accompany
and monitor the activities of the Board of Mana-
gement and af the Company in general.

Earlier this year, the Council approved the 1997
Business Plan and Budget, which was the framework
for the Campany's activities during this accounting
year. At that time, the Compensations Committee
atso approved the Stock Options Plan for the Members
of the Board, pursuant to the resslution passed by
the General Shareholders Meeting held 09 December
1996.

In March, the Council approved the Management
Report and the Financial Statements and corres-
ponding appendices for the 1896 financial year,
as well as the General Council Activities Repart,
which was approved at the General Meeting
of Sharenholders.

The Council approved the reinforcement of the
Investment Budget for 1997 as proposed by the
Board to take into account the high growth rate
of the Customer base, the additional traffic gene-
rated, and the lack. of additional frequencies.
In December, the Council approved the Budget and
Activities Plan for 1998. At the same time the Council
approved the proposal made by the Beard to create,
ss of 1998, a Pensian Plan for Telecel collaborators
based an a defined cantribution scheme.

Since Telepri has liquidated its interest in Telecel
(June 1997), Mr. Américo Ferreira de Amorim and
Mr. Patricio Monteiro de Barros have prasented, at
this time, their resignation of all their functions as
members of Telecal’s General Council.

page 40

General Council Activity Report - 1997

The Council would like to especially recognize and

thank Mr. Américc Amorim for his acumen and vision

as the former President of the General Council.

The Council would also like to thank Mr. Américo

Amorim and Mr. Patricia Monteiro de Barros for
their commitment to the success of the Company
while serving as members of the General Council.

Mr. Américo Amorim served as President of the
General Council from 1992, Mr. Patricio Monteire
de Barros served as member of the General Council
from 1994,

The Council acknowledges that the Compaay
maintained during 1997 a high level of dynamism,
in the expansion and consolidation of its infras-
tructure, as well as in the expansion of its Customer
Base and the quatity of the services provided, being
thus able to exceed the goals set for this year.
The Council expresses its recagnition for the excellent
performance of the Board in the direction and
management of the Company, thus casting a vote
of appraciation for the work performed.

The 1997 Raport and Accounts prepared by the
Board of Management has been approved and as
this report reveals the existence positive results in
the amount of 13,296,785 thousand PTE, The Council
agrees with the proposal by the Board to distribute
300 PTE per share as dividend.

March 20, 1998
Lisbon, Portugal

The General Council
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~—BOABD OF MANAGEMENT .. ...

|
L
| | Held on
5 : 1996.12,3)

Members !
NtTough Europe B.V. 10941107
Vernon HL{I Tygrman .. e T !
.ieff_rey 0. Clark e— T
Barbarg 4. Riker, e
dword A Splas %L L
Francisco R, Rigchmann 1
I
| .
: Hald on
1996,1231 . .

'

Anténie Carrapatoso

1
Wa granted“ on January 2, 1997 the right ta purchase
: - From Telecel up to 35,000 shares at a unit price

.950 PTE, pursuant te the Stock Options Plan

_j roved by the Company.
| :
f Anténia Vql'z Branco

Was granteq on January 2, 1997 the right to purchase
; from Telecjel up to 12,500 shares at a unit price
\ of 7,95Q PﬁE. pursuant to the Stock Opticns Plan
1 approved by the Company.
! {

Anténio Coimbra

Was grante:d on January 2, 1997 the right to purchase
' fram Telecel up to 15,000 shares at a unit price

7,950 #TE, pursuant to the Stock Options Plan
proved Ey the Company.

NOT L ‘AN

Si:fOCk' Trading Activity by Management
d Gc?neral Council Members

Acquired in

1997

Acguired in

1937

MATTTUNLTT

--/ -;.l;;ras I’ Bonds . )’ Shares Y ?unds Y\ Share:-

Members;
patSnio Cairapatoso | . B3 R
ingsnio V42 Branco e 888 et
Anténio Cgjmbra__ e B0t
Nune Silvérip Margues oo 800 e
Wayne 3. Ross, S - - N,

‘

. Sold In

1997

Sold in

R U1 S

nde r Shares { Gonds }------
F O

Nung Silverio Marques
Was granted on January 2, 1997 the right to purchase
from Telecel up to 12,500 shares at a unit price
of 7,950 PTE, pursuant to the Stack Qptions Plan
approved by the Company.

Wayne J. Ross
Sold on March 5, 1997, 600 shares at 14,500 PTE

Lal

per share.

Balance an
1997,12.31

\ v

cvmed Shares [ Bomds [ Shares ‘( fonds Y"snarag [ Donds Y\'. Shases K fonds }——0

0361007 o

Belance on

1007.42.31 \

v —_—

R -1+ C S Vg
AL 808 5
I -1 P Y
A48/ =/
Y -/

CHARTERED ACCOUNTANT

Amével Calhau, Ribeiro da Cunha & Associados,
do not held any shares or bonds issued by the
Company. Dr. José Maria Ribeiro da Cunha dees not
hold any sharas cr bonds issued by the Company.

AT YT M
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Extract of the Minutes
| of the Telecel General Council Meeting
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(o)

Mr. Tyerman apened the discussion of the points in
the Agenda.

1. 1997 Board of Management Report and financiat
Statements
Mr. Anténio Carrspateso, President of the Board of
Management, presented the Board of Managemant
Report and Financial Statements for the year 1997
and explained the main issues of the year, as well
as a summary of the contents of the Repart.
Mr. Ribeiro da Cunha described the work carried out
in order to review the Accounts (n 1987. He then
presented the Chartered Accounts Report and the
Legal Certification of Accounts for tha 1997 financial
year, Mr. Ribeiro da Cunha reiterated his favorable
opinion of the accounts, and recommended that the

page 62
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General Council apprave the accounts.
Based on these elements, Mr. Tyerman requested
the Council to vote its approval for the Board of
Management Report and the Financial Statements
for the 1397 financial year. They were both approved

by unanimous vote,

2. 1997 General Council Report

The Council reviewed the General Council Activity
Report for 1997, to be submitted to the Annual
General Assembly of Shareholders’. It was approved

by unanimous vote,

(o)

March 20, 1958
Lisbon, Portugal
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Te gthe Sha}lreho(ders and the Management Board

of }'elecel - Comunicagdes Pessoais, SA

1 iNe havejaudited the accompanying balance shast

of Telecel - Comunicagdes Pessoais, SA (the

"Cmeany"") as of December 31, 1967, and the related

statements of operations, changes in shareholders'

equity and tash flows for the vear then ended,

quse ﬁnalncial statements sre the responsibility
che Corppany s management. Quc responsibility

isft J‘o express an opinion on these financial statements

b'sed on our audit.

[
2{ Qur audlt was performed in accordance with
gLneraLLy@ccepted auditing standards in Portugal,
hich are'substantially consistent with those in the

" United States of America. These standards require

ij'at we plan and perform the audit to obtain reaso-
able assurance that the financial statements are
free fram‘;material misstatement. An audit includes
xamining, on a test basis, evidence supporting the
mounts ; nd disclosures in the financial statements,
n audit also includes assessing the accounting
%rinciples used and significant estimates made
by management, as well as evaluating the overall
fmanciaLE statements presentation, We believe that
rur audit provides a reasonable basis for our apinion,

ANT I 'nuwr

ATA T 7T TITITTT am

3.1n our opinion, the financial statements auditad
by us present fairly, in all material respects, the
financial position of the Company as of December
31, 1997 and the results of its operations, changes
in shareholders' equity, and cash flows for the year
then ended, in conformity with generally accepted
accounting principles in Portugal.

4. The accounting practices of the Company used in
preparing the accompanying financial statements,
which canform with generally accepted accounting
principles in Portugal, do not necassarily conform
with accounting principles generally accepted in
the United States of America. A description of the
significant differences between these two sets of
accounting principles, and the effact of these
differences on net income and shareholders' equity,
are set forth in Notes 22 and 23 of the accompanying
Notes to the Financial Statements,

PRICE WATERHQUSE

March 3, 1998
Lisben, Portugal
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‘Balance Sheet as of December 31, 1997

ATATTIWIT ©»

ATZT™ T MM e mr e AR

Yrarended fecember, 33
— hY
_{Mminh ctegind ! houkies o Py E5tytas o gy 1 U Bulary Nows ¢~ 1887 1997 ¢~ 196 ( 1996
. . FIE X¥ uss~ j FIE uss-
ASSETS
Cach 3nd Cash Fquivaients 257,043 1,602/ 287,239,/ 1687,/
Adcounts Recelvable: '
Trage receivgbles, nat A 12,124,814,/ 56,134/ 12,316,799,/ 70,151/
Tangs receivable 1z ,,.357,980./ 1,951/ 133378/ 2132/
Qther dentars . 711,938/ 2,893/ 295,088/ 1,882/
13,314,341 72,080 12,945,259 82,778
Tnvenrones, net H 163631 41,858/ 2.586.685/ 18,848/
Prepdid expenses / Defered costs 5 1,516.906./ 8218/ 155,788/ 2213/
Total cumrent assate 22,824,605 123,409 16,174971 103,428
{mmtment n and lowns g unzonse(dated subsidiary Company 7 2,642 576/ V3321 1,665 10,852/
Flxed awsins, nor 8 45,545,599 / 268,435 / 3,342 897/ 218,853/
tatanqibte assew, net 9 2,929,013/ 11,868/ 3,120,651/ 19358/
Toul assats 72,661,853 396.235 55,364,328 53,887
LIABILITIES AND SHAREHOLDERS EQUITY
Qyrrent:
Accounty and Rales Payable:
Corporate bands 10 7,500,000/ 918/ V. _q/
Bark losns and overgrafrs u 3,780,828 20,624, 5,608,089/ 31,656/
Trade creditars 10,861,45: 89,245/ 73sm.L/ i68e8/
Tanzs paydbly 12 5,053,183/ 23,563/ sAme/ v/
Other crediters 386,763/ 2,164/ 510/ §35/
Otnsr provisions 20 664,330/ 351/ 127,418/ 33/
Accrued cass : 5 3,669,993/ 13,566/ 3,975,988/ 25,426/
Oeferved income [ 2,163,008/ 14,962/ 680,060/ & 348/
Total curment Unbtilles 36,060,268 169,059 23,189,525 143,088
Nedium and Long Tarm
Corperate bonds 10 2,500,000/ 13,637 10,000,009/ 83,343/
Tozat Uablitles 37.180,258 202,696 |, 33,188,525 212,031
Sharenoldery’ Equity:
Commen atoek - at par valus (21 506,000 shares autherized) 13 21,500,000/ 110,275/ 21,500,000/ 131,671/
Regerves 485 46 1653/ 121539/ 780/
Rylpined sarnings 13,495,324/ 13,613/ SA3.870. 3,599/
Tatal shereholdery' equily 19,484,585 191,339 22,166,800 141,658
Total Ust(Uitles and shasehalgers’ equity 72,061,853 396,235 55,364,325 353,887
* US dollar amounts cranslated at PTE 183,33 for US$1 at Decamber 31, 1997, and PTE 186.39 for USS1 at December 31, 1396 (Nat= 1),
The arcompanying notes are an Integral part of these flnancial statemants.
THE CHIEF ACCOUNTANT THE BOARD OF MANAGEMENT
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Statement of Operations
the Year Ended December 31, 1997

f

' \I
|
|
;

Opevalimg Aewanuey:

Wirelesy satvices

Saley ol squipment and actetsaried

‘ Year apded Decembee 31, o
—— » — — \
(Armeamty e pomees 1) Dauyans 81 Porrumorie Tuemt and mhousands o1 US 0ulbrsj Notes 7 1897 1997 -X‘ 1996 v 1988 ™ O
\. FTE X Uss" . PTE K Usy~ )
78,170,783 /. 429,567 /. 52,802 425,/ 336,354/
8,393,351/ 48,810 / 522878 / 9,008/
67,586,438 / 41877/ 58831168 ./, 376,182/

.. _Towl Opwrating Revenues ,

Qperating Expenpas:

_(a.p60.50e)/ {73,332}/ | (11.720GK1Y/_ (74,9481 /

Inteeconneetion costs

e
.

_hgegeosy/ | (sessy/ (8.819,196)/ (5,217

Cost of cquipmant and accrssoies told

[12,267,98%}/ ___ 1941%0)/ (12,346,840} 783/

Selling, qenersl, admimsgrative and pibher gxpevses

(£ 426,555,/ {26.273)./ [nrp/ (24,4081

Wages 40 salaries

(3,287,320)/ _{69.0231/ {6,2¢0.147/ (33,501}

Depreciation and smadtization

le} (3,573,935)/ {15,486}/ (3,418 857}/, (218¢3)/

Pravisions for bad dabts eacess inventary and other itemt

__(66,205,48¢)/ (361.127)./ __ (45,458,264 /, {290,672}/

B _Toal Oparating Expansas

21458400/, _ 117,050/ 18,372,880 / %20

Ogrin'ng incame

et [ngonm (expanse);

! (299,126}, sy {351,873}/ (675,

o Net nxs af uncansolicened subsidacy
Intaesst and ather inzoma i SeE2 /2,952 18306/ _10%6
Interest and other expente 1 Qaen2pe/ o/ (91188, (1488
— gg"ha f9n-opendting income 52,191/ 2588/ 135,506 / 56/

Incoma before income Gy

20,861 841 11379 11,616,955/, 714,288/

17 {7,566 856,/ {ﬂ@ﬁ()/__ 2,326,361/ 27,66)/

[ncome tay provision

Hat [ncams

13,204,735 22588 7,290,634 46,518

* US Dollar amounts translotey 2t PTE 383,33 for USS1 for dhe yeat enden Decomber 33, 1997, and PTE 156.39 for USS? for the yeac ended Devember 31, 1956 (Note 1).

The sceompanying notes dre an ivtegrel pare of these frnandlal scatemants.
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| Statement of Changes in
- Shareholders "Equity for the Year Ended December 31,1997
| :
o
)
: 41 anp e 1 Eh0uidi9h 0 Porruuna Exautes ardl trornds of U5 Dol i Retained
S 1! Araua eap » Cauaanidh o forugamns olbn) _ 7 Cc;r:omc:n Reserves E::‘r:-:;s )__0
Co Balance at Becernbar 31, 1598 21,980,000/ 121,539/ 562,870/
| ‘ NegIngome for the yent o/ o/ 13,295788/
‘ , Lagil regqnas o/ 356,533/ {366,531/
} S \ Balaries at Ocamber 11, 1997 71,500,000,/ 486,961/ 13,495.128/
. . i !
| B
! ! | The accompanying notas are an integrat paet of these Anancial statements,
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Statement of Cash Flows
for the Year Ended December 31, 1997

~
{Amounts expviscd 1n Tehares of Portugucie Eicudos ing thawands of US Daflan] /1997 X 1997 1996 W
\___PFTE . Uss* /( [4i3 uss’
OPERATING ACTIVITIES;
Reezived fram clients 8y.647.87¢/ 476,197/ 51,151,581/ 011/
Payments o suppiists (53,807,267} / (93,5001 __ (30,248 687}/ {ap2.299)/
Paymentt ts emplavaos (4,687,414} / {25,558/, (3,539,036} / [33.6301/
Paymants related (0 income Bixes (7,518,881} / (41013, . /
Qrher paymenty relating to aperating activities, Nse (96¢,1033/ (5.2583/. {325,2671/ (3,105} /
Cash Aowa from operating activitles 20470012 121,857 17,037,592 100,543
INVESTTNG ACTIVITIES:
Cash recalpts resulting from:
Tangible Ay accats 129023/ Gag/ 56,43/ 163/
Interest and othur income 541,182/ 852/ 168,305/ 1,076/
688,208 / 3,636/ 224736/ 1431/
Payments retadng ba:
Uneonsolidaged subsidisry (1,018,901 / [a.849)/ {825,000}/, s278/
Fixed and iMtangible asets (46,677.727)/ 190971/ la274628)/  _ {svemey/
(17.753,827),/ (95, 8)/__ (13,593,428} 36,959)/
Caih flows from tnvesting sctivities (17,0807 420 (93,2061 (13,374,292) (85,522}
FUVANOING ACTIVITIES:
Cazh receipty resplting fram:
Tusuance of corporate bongs 9/ 9/ % Y/
Short term Bofronings g/ L 1% v
Qther Fnancing pctieitint 1% 2 Y, —b
o/ Y g/ v
Payments relating 1o
Shart berm Borvewings 3,108,033}/ (a9 (18988371 {10,198) /
Tngarest and related expansas (1,304,754)/ puan/ (1897164} 12131}/

AL

Cash flpwy from financing activities

(3,612,787)/ (18,616)/ (3,492,001} (22,329

3,412,780\

ange In cash and cash egulvalents
Hotiona) sxchange yate effect pn cach and cash equivaits

(18,810)

(1,692,001)

(22,329

(30 197)/ 165\/’ 179(592/ 1,092/

Cash 30d Gich equivalents 3t e beainning of the perisd

Cash and cash sguivalans at the and of te periad

¢ @ny/, 8/ s/
287,233/ 1,831/ 116360/ 739/
257,062 1,402 287,218 1,837

* US Oollor ameunts translated at PTE 183,33 for USS1 for the year ended December 31, 1997, and PTE 156.39 for USS1 for the yeir ended Gecember 31, 1996 (Nete 1),

The accompafying ngtas are an integral part of these financial stacements,
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Notes to the Financial
Statements as of December 31, 1997

(All amounts expressed in thousands of Portuguese Escudos)

NQTE 1/
Descriptian of the Company and Basis of Presentation

a) Description of the Company

Telecel - Comunicagdes Pessoais, SA ("Telecal' or "Company”) was founded on May 13, 1991 and
provides mobile telecommunication services under a 15 year license granted on October 18, 1991 by the
Portuguese Government through the Portuguese Institute of Communicatians {"ICP"). The business activities
of the Company are subject o the terms of this license.

The Company hotds 100% of the capital stock of Telechamada - Chamada de Pessoas, SA ("Telechamada’),
which provides paging services (see Note 7).

b) Basis of presentatfon
The financial statements have been prepared from the accounting records of the Company and are
presented in Partuguese Escudos in accordance with generally accepted accounting principles in Portugal
("Pertuguese GAAP") which differ in certain respects from generally accepted accounting principles in the United
States of America {"US GAAP"). A description of these differences as they relate to the Company and their effect
on net income and shareholders’ equity are set forth in Notes 22 and 23. The financial statements alsc include
certain reclassifications and additional disclosures (see Note 24) in order to confoerm more closely
to the form and content of Financial statements prepared in accordance with US GAAP.
The preparation of the financial statements in conformity with Portuguese GAAF, together with the reconciliation
t0 US GAAP, requires management to make estimates and assumptions that affect the reported amounts
of assets and liabilities and disclosure of contingent assets and Uabilities at the date of the financial statements
and the reparted amounts of revenues and expenses during the reporting period. Actual results could differ
from those estimatas and assumptions.
The Company's investment in Telechamada is not material for accounting purposes and accordingly has been
reflected in these financial statements using the equity mathod of accounting rather than the consolidation
methad (Note 7) as permitted by n® 4 of Decree law n? 238/91, dated July 2, 1961, ‘.
" For accaunting purposes, Tetecel's functional currency is the Portuguese Escudo {"PTE"). Thue’ financial informatioh
.+ included in these financial statements expressed in US Dollars ("USS$™) is provided solely for the convenience
of readers, and is based on the rates of PTE 183.33 for USS 1 as of and for the year ended Oecember 31, 1997,
and PTE 156,39 for USS 1 as of and for the year ended December 31, 1996. Such convenience translations
should not be construed as representative of PTE amounts that have been, could have been, or could in the
| future be, canverted into US dollars at these or by any other rate of exchange,

, NOTE_2
Comparative Figures

‘ The amounts reported in 1997 are comparable in all significant aspects with those of preceding year.

NOTE 3
Summary of Significant Accounting Policies

a) Cash equivalents
Cash equivalents are short«term, highly liguid, held-to-maturity investments with maturities of 90 days

or less fram the date of purchase.
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.bY Coneentraton of credit risk and allowance for doubtful accounts

D

o
_m

!
Financial assets that potentially subject the Company to concentrations of credit risk are trade receivables.
Je to the: large volume and diversity of the Company's Customer base, concentrations of credit risk with respect

ta| trade qeceivables are limited. The pravision for deubtful accounts receivable is stated at the amount
considerea necessary to cover potential risks in the collection of accounts receivable balances.

r

c)! Inventories

|
Inventories are stated at the lower of cost or market, Cost is determined using the average cost method.
|

d) Accrueﬂ expenses and income, prepaid expenses and deferred income

|
Accrued expenses and income include exgenses and revenues, respectively, acerued in the current
|

reporting period which will be paid ar received in subsequent reporting period. Prepaid expenses and deferred
income inlclude expenses paid and revenues billed, respectively, which will be recognized as expenses and
income inisubsequent reporting periods.

) Fired assets

Fixed assets are stated at cost. Recurring maintenance and repair costs are charged to expense in the
!
riod incurred. Significant enhancements and betterments are capitalized. Fixed assets are depreciated either
1

ona pragr:essive or straight line basis; on the latter basis rates are defined in current Portuguese tax legislation
and approkimate the useful lives of the related assets as follows:

BUILDINGS AND OTHER IMPROVEMENTS ..., 10 o 50 vears’

MQBILE TELEPHONE PLANT AND EQUIPMENT 6 %0 10 years/

NETWORK SOFTWARE 3 years/

QTHER EQUIPMENT AND FURNITURE 20010 vears/
t

l
'Depreciation of fixed assets which relate to the Company's network (except netwark software, see below)
.scquired f:rorn inception through to December 31, 1995 is based on progressive rates. Under the Campany's
original methodology, netwerk fixed assets (except network software, see below) acquired after January 1,

., 1997 wereito be depreciated on a straight line basis over the estimated useful life of the related assets. However,

1at|Decembler 31, 1995 the number of the Company's Customers and operational base stations had reached the
+ expected ﬁecember 31, 1996 levels. Accordingly, the Company adopted the straight line basis effective January
1,[1996 fuir all network related fixed asset additions made subsequent to December 31, 1995.

As{a result of the continuous technological changes in network software, management revised, effective January
1,|2996, tﬁe estimatad useful Life of network software from 6 to 3 years. Accordingly, all acguisitions subsequent
to Decemb“er 31, 1995 are depreciated over 3 years applying the straight line method, and depreciation rates
for netwofk software at December 31, 1995 have been revised prospectively, which resulted in an increase
ofthe dep}'eciation charge for the year ended December 31, 1997 by approximately PTE 229 million (1996: PTE
1,099 mill:ion). included under "Provisions” in the statement of operations.

[

|
f) Intangible assets

Intangible assets are recorded at cost and consist principally of the following capitalized costs and

|
expenses: operating expenses incurred during the Company's start-up stage (prior to October 1992), expenses
R |
. re(ated to the development of the network, costs related to the submission of the tender for a license to operate

)
)
'
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as a mobile telecommunications operator, and expenses which are directly related to the development of the

Company's commercial operations. Intangible assets also include payments made to @ supplier to extend the

initial warranty petiod for certain netwerk equipment.

As from January 1, 1996, technical support costs are expensed, since management considers that these activities

now relate to engoing network maintenance and support rather than enhancements or betterments of the

Company's network: technical studies for network planning and lease lines installation fees are also expensed

as from the same date due to the forthcoming liberalization of the telecommunications services markeat

in Portugal.

The amortization policy is related to the nature of the costs incurred, as follows:

° The tender costs are amortized on 3 straight line basis during the duration of the license (15 years).

° The remaining intangible assets are amortized on a straight line basis, over 3 or 5 years depending
on their nature, commencing from the date on which the ¢osts are incurred.

g) Financial leasing
Assets acquired under finance lease contracts are accounted for as fixed assets, and the obligations
under the finance leases, which correspond to the present value of the lease payments, are recorded as a liability.

h) Transactions in foreign currency

Transactions in foreign cutrencies are converted into Portuguese Escudas at the prevailing exchange
rate on the date of the transaction or 2t the contract rate where 2 specific hedge is in place. Receivables and
payables at year end denominated in foreign currencies are adjusted to reflact sxchange rates prevailing at the
balance sheet date and adjustments recognized in the statement of operations.

i) Forward rate agreements (FRA)

The Cempany enters into forward rate agreements to hedge the exposure to interest rate fluctuations
associated with its borrowings, These contracts had notional face amounts totalling PTE 1.5 billion af December
31, 1996 (1997: Nil}. The amaunts exchanged on the contracts are calculated on the basis of the notional face
amount of the financial instruments. These contracts are recarded at fair value, with assaciated gains and
losses recorded to interast and other income(expense).

The off-balance-sheet risk in outstanding forward rate agreements involves bath the risk of a counterparty not
performing under the terms of the contract and the risk associated with changes in market value. The Company
monitors its positions, the credit ratings of counterparties, and the level of contracts the Company enters with
any one party, The counterparties % these contracts are major financiat institutions. The Company has a policy
of entering into contracts with parties that meet stringent qualifications and, given the high level of credit
quality of its derivative counterparties, the Company does not believe it necessary to obtain cotlateral
arrangements, The Company believes that losses from counterparty non-performance on settlements of these
transactions would not have any material adverse effect upan the Company's financial pesition or results
of operations. The Company does not have any sigaificant exposure to any individual counterparty.

]) Recognition of revenuas and expenses

Revenues and expenses are recorded on an accrual basis regardless of their payment or receipt.
Revenues for wirelass services are recognized when earned. Part of these services are billed on a menthly basis
throughout the month. Unbilled revenues fram the date of the last billing cycle to the end of the month are
estimated based on actual traffic and are accrued at the end of each month. Differences between estimated
and actually bitled revenues, which have not been significant, are recognized in the following period. Prepayment
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of wireless services not covered by the billing cycles ("Vitaminas") is treated as deferred income and recognized

' as revenue as and when services are actually provided.

. kY Subscriber acquisition costs

Direct costs of acquiring subscribers under a contract to remain with the Company for a peried of 24
months or 36 months are deferred and amortized over the period of the contract; alternatively (when ownership

- of the hand sets remains with the Company} hand sets are accounted for as fixed assets and depraciated over

its useful livés.

1) Income taxes

The Company is subject to income tax in accordance with Portuguese income tax legislation. Except as
refetred to under Note 20, deferred taxes are not provided for temporary differences in the recognition
of ingame and expenses for financial reporting and income tax reporting purpeses.

. m) Statement of cash flows

The cash flow statement prasents the cash flows of the Company as operating, investing and financing

. activities dur"mg the reporting period and cash and cash equivalents at the balance sheet date.

Cashl flows from operating activities include collections from Clients, payments to suppliers, payments

« to personnel, and other collecticns and payments relating te cperating activities. Cash flows from investing

activities include the purchase and sale of preperty, plant and equipment, and the investment in Tetechamada.
Cash| flows from financing activities include borrowings and repayments of corporate bonds and bank loans,

. and tapital stock issued.

' n) Stock upfions Plan

Liabilities related with the Stock Options Plan for Board members (Note 20) are accrued as expenses
on a proportional basis, taking into consideration the period of time during which the options vest. The accrual
reprasents the differance between the market price of the related shares at December 31, and the corresponding

i amoynt the employee is required to pay under the Plan.

NOTE 4.

Trade Receivables
(1997 X 1996

Thade recsivables from Customers 16,447,117 /13,707,612
Unbilled revenues 4,446,366/ 3,120,258 /
' 18,893,431/ 16,827,670 /

Allowance for doubtful accounts (6,769,067} (4,511.071)/
' 12,124,416 12,316,799

Unbilled revenues include an amount cf PTE 2,202 million {1996: PTE 1,683 million) af revenues billed in the
following year to Portugal Telecom, the fixed line operator, relating to traffic on latest months of the financial year.
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NOTES.

|
‘ Inventories
' ! : Recamarp il \
: ‘ . ! N
‘ (1997 X 1996 )—eo
‘ Equipment 3nd accessories, at cost 8,233,829/ 2,734,723 7
! Reserve for devaluation of equipment and accessories (597,213Y  (148,038)/
7,636,316 2,586,685
\‘ i ¥
o ‘, NOTE 6/

I ’ Prepaid Expenses / Deferred Costs and Accrued Expenses / Deferred Income

Qecember 31

. ‘ y \
o : - \ 1997 1 1996 —o

Prepald Expenses/Deferred Costs

o | Rent - 325,338/ 97,989
: ‘ . Insurance 63,401/ 73,526,/
K ; , X Interest and related costs on

‘ ‘ commercial paper and debentures 20,187/ 127,338
‘ ! ‘ : Other 139,330/ 76,804/

548,263 385,788

Deferred corporate subscriber acquisitian costs, ner (Notes 3 k) and 16} 968,643/ -/
1,516,906 355,768

. : | Accrued Expenses
i 1 | Salaries payable . ... 388,78 755,632/
' : : Financial charges 205,391/ 316,013/
T | ; Invarconnectlon 940,987/ 1,008,666/
\é ! \ Commissions 329,524/ 311,077/
| ' ' Rentay charges for the lines 265,782/ 364,618/
; | ‘ Other 629,526/ 715,964/
] *" ‘ ! . . 31,659,993 3,375,968
, i - Defarred Incomo
4 ;; i : { Preaid wireless services and access fees 2,743,006 480,069
-."J [ 1 "
it I | !
A, ! I
: ; |
1 | | NOTE 7
il | | Investment in and Loans to Unconsolidated Subsidiary Company
K] . . ' PR
i) : Investmentin and logns to the unconsotidated subsidiacy company, Telechamada, are as follows:
: ,
' *‘ i 1
i . December3ty
{5, w N
1 ' (1997 ( 1996 —o
b :k Investment in Telechamada 2,438,756/ 610,880/
1 ! Loans to Telechamada 5,820/ 1.05¢,920/
! | I 2.442,576 1,665,800
' |
I |
, |
‘ \
|
\ ‘
| :
|
! 1 =
=
: I u
, (=)
i a
]
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Surnmarizeh financial information for Telechamada is as follows:
|
[

Balance S‘%heez:
Total assets

(1997 X 1996 »—o

2,962,532 / 2,259,329 /

Yoral liailitjes

525,776 /1,648,321 ./

Tatal ;har‘;golner's equity

2,436,758 / 611,008 /
Capital stbck and additienal paid-in capijtal 4,600,000 /2,475,000 /

Statement of Operations:

Revenues | 1,868,442 /2,009,856 /
nevenues

Expenses| (2,168.566) /_ (2,271,829)/
Nut loss ©

|
1

|

{299,124)  (261,973)

Accprding tp the Portuguese Corporate Law, Telecel is liable for Telechamada's debts and commitments in case
of default. Additional paid in capital PTE 4,600 million (FTE 875 million at December 31, 1896) can be repaid

stogk and Lq‘gaL reserve,

hamada:

_—

by Telechamada as long as the remaining shareholders' equity is not lower than the total ameunt of capital

fhjiollowir}g is a summary of amounts included in the finan¢ial statements rasulting from transactions with
Te

Balance S||1ee1.-

(1997 X 1996 —o

|
Pue from Yelechamada 101,249/ 105,628/
Due to Telkchamada___ 22,658/ 18,086/

Loans to Telechamada

5820/ 1,054 320/

[

|
Statemant of Gperatlons:
Revenues

' 1,043/ 5,967

i Experises | —— 10,603/ 2,919/

i |

i NOTE 8~

' Fixed Assets

N I m:::mm....‘__ﬂ

: ! 's

| i (1997 X 1996 —o
: tost: ;

569,559/ 434,230/

uildings and ather constructions

8865160/ 7,220,178/

nt and rhachineg

36,338,484/ 25,729,534/

ransportation equipment

D e [

873,482/ 712 971/
Tools and dther equipment 1,948,410/ 953,728/
dminiscrative equipment 10,904,595/ 7,559,029/
ther assets 8,805/ 8,805/
nnnruait{n in progress 1,721,206/ 2,981,239/

[
i
' [
|
|
|
|
)
!
I

64,229,701 45,600,215
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Accumulated Depreciation;
Buildings and gther canstructions

(1,526,618},  (974,069)./
Plant and machinery (10.308.227) / (5.820,339}/
Transportation eguipment (346,991)/  (296,235)/
Tools and other equipment (706,246} (333,306}
Administrative equipment (5,784,583} (3,792.272)/
Other assets (1,439} (1.077y/
(18,684,102} / (11,217,358} /
45,545,599 34,382,857
NOTE 9
Intangible Assets
{ 1997 X 1996 »—o
Start=yp Costs:
Startup expanses 1,556,563/ 1,556,561/
Tundar study 278,583/ 278,582/
Capital stock issuance expenses 261,707/ 261,707/
Network development and set up studies 4,302,074/ 4,097,366/
Diher starteup axpenses (3) 1,110,828/ 1,053,293/
7,509,852/ 7,247,508/

Accumulated amortization

(5,921,64)/__(4,535,084)/

1,588,008/ 2,712,425/
Research 3nd development expenses (b) 788,117/ 788 117/
Accumulated amortization (549,358, __(391,734)/
238,759/ 396,383/
Intellectual Property and Other Rights;
Brand reqistrations 69,863/ 4,383/
Accumulated amgrtization (1,012} (630)/
68,851/ 3,763/
Work in Progress 133 455/ 8,127/
2,029,073 3,120,697
NOTE 10/
Corporate Bonds
Subscription Princlpat Interest Subacription Maturlty
(g Yy
1994 Debentures:
Serie A Auqust 18, 1984/ 2,500,000/ Lisbor + 0.375 %/ 2,500,000/ Augqust 17, 1999/
Serie B August 18, 1954/ 2,500,000/ Lisbor + 0.1875 %/ 2,500,000/ Auqust 18, 1998/
1995 Debenture August 9, 1995~ _ 5.000,008/ Lishor ~ 0,275 %/ 5,000,000/ August 30, 1998/
Total 10,000,000 10,000,000
(a) These mainly represent costs of incorporation, promotion and expansion of the Company.
(b) Research and development expenses Include technical studies for network planning,
[
o
&
o
o
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n \
' The {ssuance of the 1994 Debentures was jointly led by Caixa Gera( de Depésitos and Banea Nacional Ultramarine,

and the issuqnce af the 1995 Debenture was jointly led by Banco ESSI and Banca Espirite Santo. Beth issuances

were underwritten by banking syndicates. The 1994 Debentures and the 1995 Debenture commenced trading
. onthe secon{daxy market of the Lishon Steck Exchange on February 2, 1995 and January 30, 1996, respectively.
. Interest on all Debentures is paid in arrears semi-annually. Interest coupon payments on the 1994 Series
| Debentures 5re due on February 18 and August 18, and are due on February 28 and August 30 for tha 1985
Debenture. :

: ' The Debentuflre agreements permit Telecel during the peried from August 1996 to February 1998 to fully
or partially jrepay, prior to the scheduled maturity dates, the principal balances outstanding at stipulated
repgyment drices that range from a low of 100,10% of the Debentures' nominal value to a high of 100,50%

: of the Debentures' nominal value.

At the gene%al assembly of corporate bond holders held on July 19, 1896 the coupon on the 1894 Debentu-
; ras 4 Series B was amended, effective as of August 18, 1996, to include supplementary interest of 0,6% and
; " thereafter to be based on six-month LISBOR prevailing for a specified period prior to each six-menth interest
| péri d, p(us{[),1875°/n. The holders of the 1994 Debentures - Series B alsa approved the optional prepsyment
; of the Oeberitures on February 18, 1998 at a repayment amount equal to 100,0625% of the Debentures' neminal
, value. i '

. Under the tﬁlrms of the Debentures, in the event of defaylt, the bond holders have recoursa only to the revenues
i | of the Company.

: The fair valuie of the Debentures approximates the carrying value. Fair value is based on quoted markat prices.
| NOTE 11/

- Commercial Paper

AtDecember 31, 1996 short-term bank loans include PTE 5 billion which correspend to the issuance
1 . of cnmmercial paper. The commercial paper program is renewable annually with the consent of the banking

syndicate. |
* During 1997 all outstanding amounts were settled in full.
’ |
The|fair value of shert-term bank loans and overdrafts approximates the carrying value.

1 t

" Taxes Receivable and Payable
Th:ESE financial statement captions include the following:

1

i

|

| |

s NOTE 12
|

|

| WL 1986
| —) N
E { Retelvable ;\ Pavable 4( Racaivable thable)—o
o Value added rax (IVA) 157,989/ 278,531/ 333,374/ 660,892/
i ! Social security -/ BB, 066/ - J 69,767/
i . ' Wirhhold income tax - 67,827/ - J 50,694/
‘ . ncome tax (IRC) - 4601204/ -/ 4322683/
' . QOther toxgs - J 17,555/ - J 16,250/
I 357,989 5,053,183 333,374 5,120,284

i
! The|value added tax (IVA} payable relates to the tax payabie to the Portuguese State, whereas the IVA receivable
- :relafes to la;’x payments made to foreign entities and recoverable by Telecel directly from foraign tax authorities.

|
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NOTE 13.

Capital Stock

'The capital stock of the Company is represented by 21,508,000 common shares with a nominal value

of PTE 1,000 each.

1927

1206

v —— PV Va!u:—_:( % \X Value X % 7\—0

AirTouch Europe, BY

LR el T LT R T Py

Telepri - Telacomunicacdes Privadas, SGPRS,SA s/

Qther sharehalders’

10,941,107/ 50.89/ 10,941,107/ 50,89/
-/_ 2,160,234/ 10,00/

10,558,893/ £9.11/  B.408,659./ 381/

21,500,000 100.00 21,500,000 100,00

As 3 result of changes made to the Articles of Association at the shareholders' general meeting of November
14, 1996, the Board of Management is allowed to increase the stock capital up to a maximum amount of PTE
50,000 million, in one or more phases, subject to the approval of the General Council.

NOTE 14/

Cost of Equipment and Accessories Sold
Cost of equipment and accessories sold was determined as follows:

o= apimm

(1997 X 1996 —o

Ogpening inventory — 2,734,723/ 850,856 /
Purchases 26,032,113/ 10,374,130/
Transfers to fixed assets (887,271) (332,708}
Inventory adjustments (1,376,945} (138,364)/
Closing inventory (8,233,629) ) (2,734,723)/
18,299,091 8,019,184

Inventory adjustments include internal consumption and offers as fallows:

—(1997 X 1996 —o

0Hers 168 673/ 73,356 /

Internal consumptian 239,625/ 65,005/

Subseriber acruisition costs, net of amortization (see Notes 3 k) and 6) 968,663/ =/
1,376,945 138,364

NOTE 15/

Interest and Other Income

{1997 X 1996 —o

Imterest receivable 101,008/ 42 117/
Exthanage qains 108,813/ 61,283/
Discounts raceived for prampt paymeat 330,233/ 74,442/
Other financial income 12¢/ 469/
541,182 168,306

o~
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NOTE 16

Interest and Other Expense

(1997 X 1996 )-—o
!nmrés: piyable 3 — . 749,843/ 1,841,031
Exchahge losses . 204,968/ 50,420/

Qther financial costs, .. 346,683/
I

196,313/
1,301,206 1,797,764

NOTE 17,

N
Income Taxes

| The Company's tax situation is subject to inspection and possible adjustment by the Tax Administration
fLor 3 peﬁiod of 5 years. Accordingly, tax returns since 1893 can still be reviewed. The Board of Management
does not expect any significant adjustments ta be made to tax returns.

. The effeqtive income tax rate is 36,3% (1996: 40.8%) which is lower than the statutory rate of 37.4%, (1996:

39.6%) mainly due to both permanent and temporary differences and alse ta tax incentives relating to investments.

'NOTE 18,

'Iransaé|tions with Shareholders and Affiliates

Main transactions whith TELECEL's major sharebolder’s affiliates are as follows:

|
i
|
I

Tiansaciions vajue 1098 EMM&BH
\

AirTouth International affiliates 133,997 /265,842 / 401/ 122,360/ 33,845/ - -/ 25786/

NOTE 19

" lontindencies

The procedures sdopted by the Company in ¢onnection with the acquisition and activation of a signi-
cant portion of its subscribers can give rise to Uabilities which, depending on legal interpretation, can
e estimated to be between PTE 1,400 million and PTE 1,800 million as at December 31, 1897 (1996: PTE 800

illian a‘?d PTE 1,100 million).

anagement has takan the position, supported by legal advice received, that no provision should be made
n the ﬂnfanciat statements.

g 3 &

| J _NOTE 20/

itock Options Plan

In January 1997, the Company established a Stock Options Plan for Board members. Under this Plan,
the tomp;bny granted a total of 75 000 options, an option entitlement of 25 00C vesting each year at Dacember
311, 1997/ 1998 and 1999. The right to exercise the cptions terminates on year 2004. The exercise price is PTE
7)950 perishare. At December 31, 1997 the Company hooked a provision, of PTE 334 million, net of a deferred tax
asset amc%unting to PTE 200 millien, which corresponds to the difference betwaen the amount the employeas
ate required to pay to exercise the vested rights at that date and the related market price per share.
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NOTE 21,
Complementary Pension Scheme

i During its December 1997 meeting, the Company’s General Council has approved a complementary
i pension scheme (Defined Contribution) covering all the employees. This scheme, details of which are currently
i being considered, is to be implemented as of April 1, 1998.
!

NOTE 22,
, Summary of Significant Differences Between Accounting Principles Followed by the Company
‘ (Portuguese Gaap) and Accounting Principles Generally Accepted in the United States of America
| (Us Gaap)

‘ . The Company's financial statements have been prepared in accordance with Portuguese GAAP which
‘ ‘ differ in certain respects from US GAAF.

. The effects of the differences are reflected in the raconciliation provided in Note 23 and arise from items

discussed in the follewing paragraphs:

a) Costs related to issuance of capital stock
Under Portuguese GAAP casts related to the issuance of capital stock are deferred and amortized over

; i a period of five years whereas, under US GAAP, such costs are recorded as a reduction of the proceeds and,
‘ \ thus, reduce the shareholders' equity.
|

| d i b) Other Intangible assets

! , Under Portuguese GAAP certain costs directly relsted to the development of the Company's operations
' ] incurred during the start-up stage, axpenses related to technical support for the development and improvement
| of the network incurred up to December 31, 1995, and research and development costs could be and were
v capitalized as imangible assets and are amortized over 3 or 5 years. Under US GAAP, these costs are expensed
in the peried in which they are incurred.

e e - .

; ¢} Depreciation '
. } Under Portuguese GAAP costs and expenses incurred relating to the development of the network may
| be and were capitalized as intangible assats and are amortized over five years. Under US GAAP, these costs
' : and expenses are recorded as fixed assets and depreciated over eight years. Additicnally, under Portuguese
GAAP the Company depreciates its netwark fixed assets (ather than network seftware) acquired up to December
31, 1995, using progressive rates. Under US GAAP, depreciation is generally recognized on a straight line basis
| over the estimated useful life of the related asset commencing when the asset is first placed in service.
|
' L ; d) Income taxes
‘ . Under Portuguese GAAP, the annual income tax provision is based cn the estimated current income
E tax liability applicable to the current year's earnings. Except for the matter referred to in Nete 20, when income
‘, and expense recognition for income tax reporting purposes does not occur in the same period as income and
i ' : ‘ | expense recognition for financial reporting purposes, the resulting temporary differences are not cansidered
' | Do \ in the computation of income tax expense for the peried.
Under US GAAP the Liability methed is used to calculate the income tax provision. Under the liability method,
deferred tax assets or liabilities are recagnized for differences between the financial reperting and tax reparting
| bases of assets and Liabilities at each reporting date. In the case of Telecel, deferred taxes relate to differences
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1g from| Portuguese financial reporting and tax reporting methodologies, as well as from temporary

ences arising from US GAAP adjustmants.
|

vestment in Telechamada

Under Portuguese GAAP the Company's investment in Telechamada is reccrded using the equity
od. Under US GAAP, subsidiary's accounts are adjusted and then fully consolidated.
pck options plan
Un&er Portuguese GAAP, liabilities related with the Stock Options Plan for Board members (Note 20)
ccrued és expenses on a proportional basis, taking into consideration the period of time during which
ipticns west. The accrual represents the difference between the market price of the related shares
cember 21, and the corresponding amount the employee is required to pay under the Plan.
rus GAJAP, the difference between the fixed exercise price of PTE 7,950 per share and the related market
at the grant date is treated as compensation expense. This expense is recognized on a straight line basis
the thrée year vesting period. Furthermore, the difference between the market value of tha shares at the
date a+d the related price of acquisition is taken directly to reserves.
|

|bscrib4r acquisitian costs

Under Portuguese GAAP the direct costs of acquiring subscribers under a contract to remain with the
any for.a period of 24 months or 36 months are deferred and amortized over the period of the contract;
natively;, (when ownership of the equipment remains with the Company) hand sets are accounted for

as fixed asse;ts and depreciated over their useful lives. Under US GAAP these acquisiticn costs are expensed

I
as and whenilncurred.

pitalization of interest

Under Portuguese GAAP, the Company does nct capitatize interest costs incurred in connection with
onstru&tion of major capital projects. Under US GAAP, the estimated amount of interest incurred
nnectiojn with the construction of these projects is calculated by applying the interest rates applicable
rrow‘mds outstanding during each period, and included in fixed assets and depreciated over the useful
of the r‘elated assets. Interest was not capitalized for US GAAP reconciliation purposes since the amount
capitalleed was not material for any of the periods presented.

|
!

1
NOTE 23

Rectmciliatllion Between Net Income and Shareholder’s Equity Determined Under Portuguese

P and US GAAP

Theifotlowing is a summary of the significant adjustments to net income and shareholders' equity

| which would i:e required if US GAAP had been applied instead of Partuguese GAAP (US Dollar amounts translated

E 183.33 for USS 1 at December 31, 1997 and at PTE 156.39 for US$ 1 at December 31, 1996 (Note 1)):

\
\
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Xaarangad Decembnr 31,1997 | Year ended Gecember 11 1996
\ N

\ ( m X uss X T }" uss  —o

! ' Net income reported using Portuguese GAAP 13,296,785/ 73,529/ 7,250,614/ 46,618/

} US GAAP adjustments:

‘ $tart-up and other costs expensed. net 53,960/ 294/ (49,868)/ (319}
Oepreciation diffaceneeg 883,660/ 4820/ 609,478 / 4,473/
Telechamada US GAAP adjustments, net (835,613). {4,557/ (41,552)/ {286}/
Subscribers scguisition costs (1.589,15Q)/ (8.668) / - -
Stock options plan 240,250/ 1,311 / . 4 -
Qeferrad income taxes (14,000} / (76)/  (88z,000}/ (6,361)/
Net Income using US GAAP 12,036,132 65,653 7,216,673 46,145

Year anded Decembe 351597 _ et 6
( e Luss \/C FrE X ussj\—o

‘ Shareholders” equity reported using Portuguese GAAP 35,481,585/ 193,539/ 22,184,600/ 141,858/
. US GAAP adjustments:
Start-up and other costs expensed (3,038,259} ¢ {18,578}/ (3,093,218} {18,779}/
Stock issuance costs ) (228,698)/ (1.247y/__ (228,697) / 1,483}/
Accumulated depreciation differences 2,677,511/ 16,605/ 1,793,851/ 11,670/
' : Cumulative Telechamada US GAAP sdjustmunts (1,261,423} / 6,772}/  (406,010)/ (2,596}
Subseribers aequisition costs (1,589,150, __(8,668)/ 5. =/
! Stock options plan 240.230/ 1311/ - ~/
i Deferred income taxes 1,996,020/ 10,887 /__ 2,010,020/ 12,853/
i Shaveholders’ equity using US GAAP 16,296,876 187,077 22,260,745 142,342

‘ After giving effect to the US GAAP adjustments tha following significant balsnce sheet and statement of operations
captions would have been;

: Yea end ecemper 111997 Yeorensd Dacember 111996
‘: CmXussXmXuss)——o

Balance Shaats: J S /

/ Fixed assers 46,440,100/ 253,315/ 36,721,915/ 234,810/
Total assets 71,216,880/ 368,463/ 55889957/ 357,376/

; Towl labilities 36,920,004/ 201,386/ 33,629,218/ 215,034/

| (weXusszqusxv—o

Statements of Operations:

Revenuss 83,676,150/ 456,613/ 61,732,957/ 396,737/
‘ Expenses (62,676,650} (361,891)/ (67,889,372)/ (306,218} /
Operating Incame 20,995,200 114,522 13,843,585 88,519
Net Income 12,036,132 65,653 7,216,673 46,145
i
|
|
1
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_NOTE 24/

T .y r . .
. Additional Disclosures Required by US GAAP
' 1
. 1)Inco meL taxes '
. 1 Tgniﬁcant components of the Company's deferred tax assets under US GAAP are as follows:
I
I
? |
\ ! Year enged Qoeembgy 33, zhr & .
— | L )( uss X e Y us —o
, ! i )
i Dofarred tax dssets:
{ Ditferences barween the tax and boak bases of:
) | Intangible and fixed assets 920,414/ 5,020/ 1,039,896/ 6,069/
| ___Defarred subscriber acquisition costs 390,830/, _ Z,132/ - -
II *__Provision for doubtful accounts 536,890,/ 2,927/ 852,192/ 5,450,/
, ' Dther timing differences 148,086/ 808/ 117,932/ 754
| Tota 1,996,020 10,887 2,010,020 12,853
] 1
L '
'The deferred tax asslt.s are classified as follows:
| ! |
! \ .
| !
! ‘ /
‘ } —(_m Y s Y m Y s e
‘ | Currént deferred tax 576.636./ 4781/ 970,124/ 6.204/
_ . Non-gureent daforred tax 1.119.364/ ... 6,106/ 1,039,896/ 6,649/
! ! | 1,996,020 10,887 2,010,020 12,853
|
Lo

iThe st:itutM
of US GAAP 3

|

ccoun Is| as follows:

Portug'pese corporate income tax rate is recanciled to the effective income tax rate for the purposes

:
!
!
i

Yeatentes Decemper I
C 1991J 1996 )——o

: rporate insome tax rate. 37.4%/ 39.6%/
; i Increpse (decr%asn) in tax rate resulting from:
! esules af subsidiary 0.5%/ 0.8%/
‘ i Non-deductble expenses 0.2%/ 0.4%/
' Tax [ncentives (1.2%)/ -/
| | - Incame ra:é carrectinn (1596) (0.8% - J
' | Effactive inmrr tax rate 36.3% 40.6%
I
t 1
|
! '
| | \
L |
[l |
H '
I ) \
! \
]
! |
t [
|
! \
{
' i
! i
i
' : o~
i ! o~
: | u
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I ii) Year 2000 / EURD

; ‘ The Company's existing compurer software systems will require modification or upgrading to accommodate
the Year 2000 and the EURQ. During 1998, the Company will review potential issues associated with computer
applications that could fail or generate erroneous results by or at the year 2000 and expects to conclude its review
of these issues during the calendar 1998.

The Company presently believes that with modifications to existing software and conversions to new software,
Year 2000 / EURQC compatibility will not pose significant operational problems for the Company's eomputer systems
as so modified and converted, although there can be no assurance that unfereseen difficulties or costs will not arise.

‘ THE CHIEF ACCOUNTANT THE BOARD OF MANAGEMENT
! ' Angela Maria Borges Ferreira Duarte Anténio Rui de Lacerda Carrapatoso (President)
F ’ Anténic Vaz Branco

Anténic Manuel da Costa Coimbra

Nuno J. £. 5. de Oliveira Silvério Marques
Wayne James Ross
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Notes to the Statement of Cash Flows
o for the Year Ended December 31, 1997
’ ‘ '_(Amounts expressed in thousands of Portuguese Escudos)
R
o !
11 L. CASHAND CASH EQUIVALENTS,
‘ 1\ ziummm?mui-_._,\
‘ : _,_ - Jk 1997 ’X 1996 .>"_'°
i \ ash in hapd N 7,880/ 47,285/
i : ' (ashatbanks 249,162/ _ 239.954/
| ’ Cash and cash equlvalents 257,042 287,239
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year ended December 31,1996

&4 af Py

i
|
,b %ﬁm&n}._oj_cmuges in
i £ reholders’equity for the
|
|
|

Common i ﬁdditiunal Retalned eErningsi

* quede Lpcuogs)
mm —15.000.000. £.500.000 [ {6.fogBas)
52) (vetg al £.500,000.|_ __(6.500 non) B 0. }
erincome for the vear a 4 0 290804 |
nte 1a) 0 l Q 121930 [a22.930) )
21,500,000 . ° 121,930 562,870

The accompanying notes are an integral part of these financial statements,

d‘ralanu at December 31, 1996
i
il
i
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‘ [Nl amourits expressed in thousands of Portuguesa Escudos)

| Description of the Company and basis of

presentation
De:‘r:riptian of the Cornpany
Telecel - Comunicagiies Pessoais, SA (“Telecel” or “Company") was founded on May 15,
1991 and provides mobile telecornmunrtications servicas under a 15 year license granted
on October 18, 1991 by the Portuguese Covernment through the Portuguese Institute
of Jommunications {*ICP"). The business activities of the Corpany are subject to the
terrns of this license.
The Company holds 100% of the capital stock of Telechamada - Chamada de Pessoas,
SA ["Telechamada”), which provides paging services {see Note 7).

Basis of presentation
Thefinancial statements have been prepared from the accounting records of the
Company and are pregented in Portuguese Escudos in accordance with generally
accepted accounting principles in Portugai ("Portuguese GAAP™} which differ in certain
respects from generally aceepted accounting principles in the United States of America
{“US GAAP"). A description of these differences as they relate to the Company and
their effect on net income and Shareholders’ equity are set forth in Notes 22 and 23.
Theifinancial staterments also include certain rectassifications and additional
disdlosures {see Note 24) in order to conform more closely to the form and content of
ﬁnarcial statements prepared in accordance with US GAAP.
The|preparation of the financial statarments in conformity with Portuguese CAAP,
togethier with the reconciliation to US GAAP, requires management to make estimates
and|assumptions that affect the reported amounts of assets and liabilities and
disdlosure of contingent assets and labilities at the date of the financial statements
and|the reported amounts of revenues and expenses during the reporting period.
Actual results could differ from those estimates and assumptions.
The|Company's investment in Telechamada is not material for accounting purposes
andtaccordingly has been reflected in these financial statements using the equity
rmethad of accounting rather than the consolidation methed (Note 7) as permitted by
n? 4 of Decree law n? 238/g1, dated July 2, 1991,
For accounting purposes, Telecel's functional currency is the Portuguese Escudo
{"PTE"). The financial information included in these financial statements expressed in
US Dallars {“US$") is provided solely for the canvenience of readers, and is based on
the rates of PTE 156.39 for USS 1 a5 of and for the year ended December 31, 1996, and
PTE|149.43 for USS 1 as of and for the year ended Decamber 31, 1995.
Such convenience translations should not be construed as representative of PTE
amdunts that have been, could have been, or could in the future be, converted into US
doil?rs at these or by any ather rate of exchange.
i
.

| . Comparative figures
The iamounts reported in 1996 are cornparable in all significant aspects with those of
preceding year with the exception of the effects of the changes in both the accounting
policfy‘and the accounting estimate referred te in Note 3 €) and f).

l
|
|
|
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— NOTF 3
Summary of significant accounting policies
Cash equivalents
Cash equivalents are short-term. highly liquid, held-to-maturity investments with
maturities of 9o days or less from the date of purchase.

<

.,,.__.____A_
E="

Financial assets that potentially subject the Company ta concentrations of credit risk
are trade receivables. Due to the large volume and diversity of the Company's
Customer Base, cancentrations of credit risk with respect to trade receivables are
limited. The provision for doubtful accounts receivable is stated at the amount
considered necessary to cover potential risks in the collection of accounts receivable
balances.

B N A

Ii)] Concentration of credit risk and allowance for doubtful accounts
i
)
!
|
\
|
!

r:) Inventories

faventories are stated at the lower of cost or market. Cost is determined using the
average cost methad.

ig

d) Accrued expenses and income, prepaid expenses and deferred income

Accrued expenses and income include expenses and revenues, respectively, accrued in
! the current reporting period which will be paid or received in subsequent reporting
period. Prepaid expenses and deferred income include expenses paid and revenues
billed, respectively, which will be recognized as expenses and income in subsequent
reporting periods.

E!

e} Fixed assets

| Fixed assets are stated at cost. The costs of recurring maintenance and repair costs are
charged to expense in the period incurred. Significant enhancements and betterments
are capitalized. Fixed assets are depreciated either un a progressive or straight lire
basis; on the latter basis rates are defined in current Portuguese tax Ieglslatuon and
approximate the useful lives of the related assets as follows:

—BUILDINGS AND QTHER IMPROVEMENTS 10 to 50

___ MOBILE TE| FPHONE PLANT AND EQUIPMENT 6 tc 10
NFTWORK SOFTWARF 3

____OTHFR FQUIPMENT AND FURNITLRE 3t010

|
i
|
l
i
|
' Depreciation of fixed assets which refate to the Company's network (except network
I soRware, see below) acquired from inception through December 31, 1995 is based on
| progressive rates, Under the Cormpany's original methodology, netwark fixed assets
1 {except network software, see below) acquired after January 1. 1957 were to be

| depreciated on a straight line basis aver the estimated useful life of the related assets.

| However, at December 31, 1995 the number of the Company‘s Custorners and

’ operational base stations had reached the expected December 31, 1996 levels,

' Accordingly, the Carmpany adopted the straight line basis effective january 1, 1996 for
all network related fixed asset additions made subsequent te Decamber 31, 1§95, The
impact of this change in depreciation method was to increase depreciation expense for
the year by approzimately PTE 160 million.

As a result of the continuous technological changes in network software, management
ravised, effective Jaruary 1, 1996, the estirmated useful life of network software from 6
to 3 years. Accordingly, all acquisitions subsequent to December 31, 19g5 are

! depreciated over 3 years applying the straight line method, and depreciation rates for

i ) A

e —

)
~
-
~J

' oY 'AT MATATTIMUIT 0O MST7TO 77777 1TAR TVTUAATA A A TANA ‘mAA



T/ L™
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h)

[

network software at December 31, 1995 have been revised prospectively. The impact of
thig change in accounting estimate was to increase the depreciation charge for the year
ended December 31, 1996 by approximately PTE 1,21g million, of which PTE 1,099
million is included under “Pravisions” in the statement of operations.

Intgngible assets are recorded at cost and consist principally of the follawing capitalized

costs and expenses: operating expenses incurred during the Company’s start-up stage

{prior to October 1992}, expenses related to the devalopment of the network. costs

re| ted to the submission of the tender for a license ta aperate as a mobile

telac ommunications operator and expenses which are directly related to the

development of the Company's commercial operations. Intangible assets also include
)mcnts made to a supplier to extend the initial warranty period for certain network

eqqlprpent.

As from January 1, 1996, technical support costs are expensed (approximately PTE 597

millien) since management considers that these activities now relate to ongoing network

majntenance and support rather than enhancements or betterments of the Company’s

netwotk; lease line installation fees are also expensed as from the same date

(ap roxlmately PTE 354 million) due to the forthcoming liberalization of the

tel commumcatlons services market.

Th amomzatlon policy is related to the nature of the costs incurred, as follows:

- The tender costs are amortised on a straight line basis during the duration of the
hqense {15 years).

» The remaining intangible assets are amortized on a straight line basis, over 3 or 5 years
dé{pendlng on their nature, commencing from the date on which the costs are incurred.

ln:{ng'ible assets

Financial leasing

Asstets‘ acquired under finance lease contracts are aceounted for as fixed assets, and the
obhgatlons under the finance leases, which corraspand to the present value of the lease
payrnents are recorded as a liability.

Tra)lsactmns in foreign currency

Tramsactions in foreign currencies are corverted into Portuguese Escudos at the
preva;icrfg exchange rate on the date of the transaction or at the contract rate where a
spegific hedge is in place. Receivables and payables at yaar end denaminated in foreign
currencies are adjusted to reflect exchange rates prevailing at the balance sheet date
and with adjustments recognized in the statement of operations.

Farﬂva(d rate agreements (FRA)

The! Company enters into forward rate agreements to hedge the exposure to interest rate
fluctuations assaciated with its borrowings. These contracts had notional face amounts
totalllr}g PTE 1.5 billion at Decernber 31, 1996, The amounts exchanged on the contracts
are faltulated on the basis of the notional face amount of the financial instruments. These
congracts are recorded at fair value, with associated gains and losses recorded to interest
and|other income (expense).

The|of-balance-sheet risk in outstanding forward rate agreements involves both the risk
of alequnterparty not performing under the terms of the contract and the risk associated
with cﬁianges in market value, The Company monitors its positions, the credit ratings of
counterparties, and the leve! of contracts the Company enters with any one party. The
couftterparties to these cantracts are major financial institutions, The Company has a
polity bf entering into contracts with parties that meet stringent qualifications and, given
the hlgh level of credit quality of its derivative counterparties, the Company does not
believe it necessary te obtain collateral arrangements. The Cornpany believes that losses
fronp Counterparty non-perfarmance en settlements of these transactions would not
have any material adverse effect upon the Company's financial pesition or results of
opetations. The Company does not have any significant exposure to any individual
counterparty.
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Revenues and expenses are recorded on an accrual basis regardless of their payment or
receipt. '
Revenues for wireless services are recognized when earned. Bitlings for these services
are made on a manthly basis throughout the month, Unbilled revenues from the Hate
of the last billing cycle to the end of the month are estimated based on actual traffic
and are accrued at the end of each month. Differences between estimated and actually
billed revenues, which have not heen significant, ara recognized in the following ;?eriod.

|
|
|
|
I
I
|
\ k) income taxes ;
‘\ The Company is subject ta income tax in accordance with Portuguese income tax
| legislation. Deferred taxes are not provided for temporary differences in the recoghnition
‘& of incorne and expenses for financial reporting and income tax reporting purposes,

|

i

{

P

1) Statement of cash flows
The cash flow statement presents the cash flows of the Company as operating,
investing and financing activities during the reporting period and ¢ash and cash |
equivalents at the balance sheet date. l
Cash flows from operating activities include collections from clients, payments t
suppliers, payments to personnel and other collections and payments relating t:‘
operating activities, Cash flows frarm investing activities include the purchase and sale
of property, plant and equipment, and the investment in Telechamada. Cash flows from
financing activities include borrowings and repayments of corporate bonds and bank
loans, capital stock issued, and additional paid-in capital.

|
!
1
0

|

Trade receivables
I

lTrade receivables consist of:

1996 | 1995

|
Trade recelvables from customers 13,707.612 7,.899|588
Unbilled revenues 3,120,258 794,301
16,827,870 8,693 rasg
Allowance for doubtful accounts {4,511,071) |(2,396,165)

12,316,799 | 6,297,724 L
|

|
Unbilled revenues include an amount of PTE 1,683 million (1995 : nil} of revenue billjd in
?997 ta the fixed line operator, relating to traffic on final months of 1996 financial ye

T

|

! !

_NOIE 5
Inventories
nventories include the following:
1996 | 1995
|

Equipment and accessories 2,734,723 B50}856

Reserve for excess and obscolete
equipment and acessaries (148,038) (30.036)
# 2,586,685 BzojBag
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J Accruals and prepaid expenses i)

Investments and Yoans to unconsolidated
subsidiary Company
Investrments and loans to the unconsolidated subsidiary Company, Telechamada, are as

| NOTE £

i

!

! ThesF financial statement captions are comprised of the following: \

| - x

| ]

! i

i | 1996 | 1995 a
|

| Prepaid expensas: ’

| Rent 77.999 53,203

: Insurance 73.626 22,447 13

1 Interest and related costs on commercial

. paper and debentures 127,359 210,498 m

| Pther - 76,804 25,329

I i 355,786 313,477 5

! .

| jAcr.rugd expenses: i

I Salaries payable 759,632 481,328

‘ [Financial charges 316,013 397,483 )

! interconnection 1,008,664 556,632

! Commissians 811,077 560,809 i

; Rental charges for the iines 364,618 95,500

P Other ' 715.964 295,156

: 1 3.975.968 | 2,386,908 | &

! ! H

| ‘

I o

| NQTE 7

i

1

KB B

. foltows:
! | wannnn Deremby
! | "—“—-1 t
3 1 1996 | 1994 m
: ilmlestrnents in Telechamada 610,880 497,853 m
| iLoans to Teiechamada 1,054,920 604,920
i 1,665.800 | 1,102,773 N
| i
|
| ’
\ | |
‘ Summarisad financial information for Telechamada is as fellows: B
| |
| | 1996 1995
1 Balence sheet: 3
! Intaf assets . -———2250.329 1900032 |
| Tofak ishilitles 1,648,321 1403079 ] N
' i Ineal ° Lty 811 nnR 497,853 }
' i Share. and add|tional paid-in capital 2,475,000 2,100,000 | H
! e :
! I t
! - Statement of operations: m
i ' Roven)es 2,000,856 1.812.642 )
' Exnenses (2,271,829} (1,.900,825) ; ﬂ
i peps 9
! ‘ Net loss (261,973) (368,183) ]
| ;
| | P -
i | o
B o
' l v
L B
! : I ’
i ha : |
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According to the Portuguese Corporate Law, Telecel is liable for Telechamada’s debts
and commitments in case of default. Additional paid in capital (PTE 875 miilion at
December 31, 1996) can be repaid by Telechamada as long as the remaining
Shareholders’ equity is not lower than the total amount of capital stock and legal
rasarve.

The following is a summary of amounts included in the financial statements resulting
from transactions with Telechamada:

/|
e

By
-

e

]
~.
]
]

1994 19945
Balance shaet:
ada 108 A29 20540
Que to Telachamada__ 18,08/, 19,422 ]
Laans to Telechamada 1,064 020 604820 |
Statement of operations:
Revenues 5. 967 50 871 j
Expenses 2,919 32,498 |
NOTE B
Fixed assets
Fixed assets include the following:
—. .. December 33,
19964 [295
Cost: ’
Land 434,230 417,044
Buildings and other constructions 7,220,178 5,504,451
Plants and machinery 25,729,534 | 17,089,602
Transportation equipment 712,971 529,577
Tools and other equipment 953,729 577,027
Administrative equipment 7.559.029 | 5.253,334
Other assets 8,805 B,805
Construction in Progress 2,981,736 | 1,563,599

45,600,215 31.0153-;439

Accumulated depreciation:

Buildings and other tonstructions (974,069) (540.i72)
Plants and machinery (5,820,399) |(z,332.015)
Transportation equipment (296,235) | (283,082)
Tools and other equipment (333.306) (161,744)
Administrative equipment (3,792,272) |(2,259,195)
Other assets (1,077) (716)

(12,217,358) [(5.577.024)

34.382.857 [25.466.315 [

" 4
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Intangible assets
htTngible assets can be analysed as follows;

|
i NOTE 9
|

Sl’ar‘}t-up cnsts: 1994 19945

l ~up_A3PENSEs s 1558561 155661 |
der study 278.582 228,582 ]
l ek development and capilal stock issyaqre expeases ofaznz . 1684802,
! Ser up. stugdies AQ97.366 403706 )
| Qther start-up expenses (@) __ .. 1.053,293 $15.730 nd
| 7:247,509 6,952,482
I Adcumudated amartisating {4.535.084) {3a25.325)
—2.722.425 3827157
| WM) ..... 788,117 _7RR,117
‘ _Amorisatiog hm 734) ___(,134.1;;)__5
r_3.946-*.333_——:3-544!1115
| l o |
Brbnd registrations 4,392 2,291
| chumulated amortisation {630) (399
l 3.262 1,802
i w&k in_Propress —_ ,....,_..__3.1.27 fs.7872 )
!. 1,120,697 4,448,832

(a) IThese mainly represent costs of incorparation, promation and expansion
of the Company,

Research and develaprment expenses include research and market studies.

—

|
|
1
[ ®

L

! . NDTE_1Q

} '. Corporate bonds
]

|

|

Corrorate bonds consist of the following:

{
b

! Subscription Principal Intorest Subscription final
W date __amopt, Lale J%Jmm
1995 Debentures;
\ Senes f,.., ... August 18, 1094 2.500.000 Lishar +0.375% 2,500,000, 80U 17.1908) |
| Seriea B Augnst 18,1984 2.500.000 lishpt «0 1828% 2 500 annjAug a8,.1688. |
199¢ Debentyre August 9. 1995 5,000,000 Lisbor +0.275% |  5.000,000| Aug, 30, 1998
L 10,000,000} L 40,000,000 L

The|issuance of the 1994 Debentures was jointly led by Caixa Gera! de Depdsitos and
Banko Nacional Ultramarino, and the issuance of the 1995 Debenture was jointly led by
! Bargo ESSI and Banco Esplrito Santa. Both issuances were underwritten by banking

syndicates. The 1994 Debentures and the 19g5 Debenture commenced trading on the
secondary market of the Lisbon Stock Exchange on February 2, 1995 and january 30,
1906, respactively.

interest on all debentures is paid in arrears semi-annually. Interest coupon payments
on the 1994 Series Debantures are due on February 18 and August 18, and are due on
February 28 and August 30 for the 1995 Debenture.

The|debenture agreements permit Telecel during the period from August 1996 to
Febtuary 1958 to fully or partially repay, prior to the scheduled maturity dates, the
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| principal balances outstanding at stipulated repayment prices that range fearm a low of
100.10% of the debentures’ nominal vaiue to a high of 100.50% of the debentures’
nominal value.

At the peneral assembly of corperare band holders held on July 19, 1996 the caupan on
the 1994 Debentures - Series B was amended, effective as of August 18, 1996, to
include supplementary interest of 0.6% and thereafter to be based on six-manth
LISBOR prevailing for a specified period prior to each six-month interest period, plus
0.1875%. The holders of the 1994 Debentures - Series B also approved the optional
prepayment of the Debentures on February 18, 1998 at a repayment amount egual to

| 100.0625% of the Debentures’ nominal value,

Under the terms of the debentures, in the evant of default, the bond helders have
recourse only to the revenues of the Company.

The fair valus of the debentures approximates the carrying value. Fair value is based on
quoted market prices.

Commercial paper
At December 31, 1995 and 1996 shart-term bark loans include PTE 5 billion which
carrespend to the issuance of commercial paper. The commercial paper program is
renewable annually with the consent of the banking syndicate through july 1998,
The Company's commitments relating to cormmaercial paper borrowings are fully
guaranteed by a banking syndicate. On July 8, 1996 the banking syndicate released the
former Shareholders Espirite Santo Irmaos - SGPS, SA (“Esplrito Santo”), Amorim
Investimentos e ParticipagBes - SCPS, SA, ("Amorim”) and also AirTeuch International
from the previously issued comfart letters in suppart of the commercial paper
borrowings.
t  The fair value of short-term bank loans and overdrafts approximates the carrying value.

|
| NOTE 11
\
|

NOTF 12

Taxes receivable and payable
These financial statement captions include the following:

At Necember 31, 1996 At December 33 1g9g9c

Payable ! Rsceivable Pavahls

Value added tax (IVA) 333,374 | 660,692 146,571 451362
Social security . 69,767 - 49,238
Withhaold income tax . 50,604 - 36,632
Income tax (IRQ) -} 4,322,683 261 .
Cther raxes - 16.250 4,996

333,374 | 520,286  146,822| 543,228

The value added tax payable {IVA) relates to the tax payable to the State, whereas the
value added tax receivable relates to tax payments made to foreign entities and
recoverable directly by Telecel from foreign tax authorities. The value added tax amount
in the 1995 financial statements was presented on a net basis (PTE 304,791 thousand).
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NOTE 13
Capital stock

|
o |
‘ 1

i

!

' The capital stack of the Campany is represented by 21.500,000 common shares with a
[ 4 nominal value of PTE 1,000 each.

1

i
! |
ﬁ i _\aluyp % Value %
f
i ! AlrTouch Europe, BY 10,941,107 50.89
! ; | Tetepri - Telecomunicacdes Privadas,
: | i SGPS, SA 2,150,234 10.00 11,245,996 75.00
Vo | AirTouch Internationat 0 0.00 3:449,598 23.00
‘ : {  Others 8,408,659 39.1 300,006 2.00
: . |
i | : 21,500,000 | 100.00 . 15,000,000 [, 200,001
I
\
|
|

In Llovember 1996, all the shares in the Cormnpany owned by AirTouch International. as
well as the refated additional paid-in capital contributed by AirTouch International

| amounting to PTE 4,911,1m thousand, were transferred to and are now owned by

| AirTouch Europe BV("ATE"), a company incarporated in the Netherlands.

‘ At the same date, Eurofon Portugal has also sold their 2% holding on Telecel capital to

i Telepri, as well as the related paid in capital contributed by Eurofon amounting to PTE

' 894,444 thousand.

| Aﬁ‘ar the sales of shares and of additional paid-in capital referred to above, the

N Company's Shareholders at a Sharehalders’' general meeting held an November 14,

! 1996 approved the conversion of additional paid-in capital owned by Telepri and ATE

! aggregating PTE 6.5 billion into additional shares. After the conversion, the share

! capital of the Company totalled PTE 21. billion held 61.1% by Telepri and 38.9% by ATE.
o;j December g, 1996, Telepri sold to ATE 2,580,000 shares of nominal value of

PTE 1,000 each, which correspond to 12% of share capital of the Company. At the same
da#e through a public offering in the Lisbon Stock Exchange Telepri sold 600,000
sh\%res of nominal value of PTE 1,000 each. This public offering was part of a total

glabal offering of 8,408,650 shares on both the national and the international markets.
i Since December 10, 1996 all the shares representing the capital of the Company are

! listed on the Lisbon Stack Exchange.

j As)a result of changes made to the Articles of Associatian at Shareholders' general

! meeting, of November 14, 1996, the Board of Management is allowed to increase the

. stack capital, up to a maximurn amount of PTE 50,000 million, in one or more phases,
: subject to the approval of the Ceneral Council.

NOTE 14

o | Additional paid-in capital and reserves

i Adgditional paid-in capital was provided by the following Shareholders (see Note 13) for
cobversion of additional paid-in capital:

]
fprad

5

-

= =

-]

B S N =

2 0 E a8 88

(pening halance_ .} Increase | Decreasefuransft | Closing hal,
J ‘ Teleprl - Telecomunicagbes Privadas,
: ‘ SEES. SA £94, 445 BO4bbé (1.5RR 8Rg) o
! altTauch_international A,.911.311 - (#,911,311) A
. Alrlouch Fumpe, RY 0 _4.511,111 [4,.911,143) n
i Eumfon, tne —_ — Bo4. 444, ) . [894.444). a
|
! ! 650000 | 5805555 | (12.305.558) | °

| )
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In November 1906 additional paid-in capital was converted into additional shares
(see Note 13).

Portuguese Corporate Law provides that at least 5% of annual net income must be
appropriated to a legal reserve until this reserve equals the statutory minimum
requirernent of 20% of capital stock. This reserve is not available for distribution to
Sharehelders but may be capitalized or used to absorb losses once other reserves and
retained earnings have been exhausted.

Also, in accordance with the Article 33° of the Portuguese Corporate Law, the
distribution of dividends is not allowed until accumulated losses remain in the
accounts, and both costs incurred to set up the Company and research and
development costs which have been capitalized in the statutory boaks of account, are
fully amartized or covered by free reserves and retained earnings.

NOIFE 15
Cost of equipment and accessories sold
Cost of equiprnent and accessories sold was determined as follows:

EEELELEELE

|

: , 1996 1995

o Opening inveniory - oo e BSORGE 2,010,944 ..
: . Purehases — 20,374,130 4,559,857 )
[ [ , . Transfers to fixed asgets {332.205). (225,271) )
z : | loventary adjustmeors e (138.364)  (405,035% !
. ‘ Closing inMenrony e (G.734.7231 . (AsnBgh) |
R f —2ao1ga94 4008630
188

I

Inventory adjustments include interna} consumption and offers as fallows:

!

B 1996 19915
] ' i Offers 73.359 190 409 |
; u  lokecsal eansumntion - 45,005 304 638 J
i I —138364  405.035
! i
8 !
| | NOIF 16
\ 8 | Interest and other income
- |
i :
| | 1996 1995
| - | lorerest receivable 32,117 11,142 ]
I ‘ Exchange rate gains £1.2B3 23,434 J
Yy Qiscounts received far prampt payment Ph A2 64,202 )
. | | Qther income 464 2an6 |
. . ! : ]68 3n6 100 83!{
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NOTE 17 &
Interest and other expense g
1996 1995
lnterest_payable - 1,542,031 1,320,083 o
Fx‘rh:mgu rate lngceg . L0 420 36,193 J m
Discounrs granted for prompr payment — e B930 22 318 | I
Other financial rosts S 189,383 115,716 | )
| —L797764 1844103

J NOTE 18
! Income taxes

The Company has recorded no significant tax charge for the year ended December 31,
1995, as taxable income was offset by losses brought forward from prior years.
The 196 estimated prafit subject to corporate tax amounts to some PTE 13,848,055

thousand and exceeds pre-tax financial reporting income by some PTE 2,231,100

ég

B o

thousand This results mainly from provisions for doubtful debts which exceed the

maxlmum amounts allowed by tax legislation, as well as ather depreciation of network
soﬁtware and losses of Telechamada which are not deductibie by the Company for

income tax reporting purposes.

The estimated effective income tax rate for the year ending December 31, 1996 is 37.2%
which is lower than the Portuguese statutory income tax rate of 39.6% as the net result
of a reduction in taxable income due to the carryforward from prior years of net
operating losses amounting to PTE 2,922,552 thousand and, on other hand, costs
referred above which are not deductible by the Company for tax purposes.

Thtlz Comgpany's tax situation is subject to inspection and possible adjustment by the
Fiscal Administration for a period of 5 years. Accordingly, tax returns since 1992 can still
be reviewed. The Board of Management does nort expect any significant adjustments to

beimade to tax retumns.

! Transactions with Shareholders and affiliates
Main transactions with Telecel's Sharehoiders and Affiliates are as follows:

Transactions Transactians Balance at
COMPANY locome i Cast
AlrTouch Europe B8V |_ 8,434 12

NOTE 20
Equity to total assets ratio

Urﬁder the terms of the operating license granted by the Portuguese Institute of

BaoE R B R E B

i

Balance at

Communlcatlons (ICP), at December 31, 1955, Telecel was required to have an equity

equivalent to at least 45% of total net assets.

On November 1995, Telecel requested permission to reduce this minimum equity
redmrement in view of its higher than expected perfarmance. On Novernber 13, 1956,
ICP informed the Company that as at November 30, 1996 the Shareholders’ equity of
the Company was required to be at least PTE 17,573,856 thousand (corresponding to
45% of total assets as at Decernber 31, 1995). In fact, on that date the Campany

presented a net equity above the amount requested by ICP.
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NOTF 71

Contingencies
Acquisition and activation of subscribers
The procedures adepted by the Company in connectian with the acquisition and
activation of a significant portion of its subseribers can give rise to liabilities which,
depending on legal interpretatian, can be estimated to be between PTE 800 million and
PTE 1.100 million as at December 31, 1996.
Managerment has taken the position, supported by legal advice received, that no
provision shauld be made in the financial statements.

NOTF 22
Summary of significant differences between
accounting principles followed by the Company
| (Portuguese GAAP) and accounting principles
‘ ' generally accepted in the United States (US GAAP)
| The Company’s financial statements have been prepared in accardance with Portuguese
GAAP which differ in certain respects from US GAAP.
The effects of the differences are reflected in the reconciliation pravided in Note 23 and
arise from iterns discussed in the following paragraphs:

i) Costs related to issuance of capita! stock

Under Portuguese GAAP costs related to the issuance of capital stock are deferred and
amortized over a period of five years whereas, under US GAAP, such costs are recorded
as a reduction of the proceeds and, thus, reduce stockholders' equity.

ii) Other intangible assets

Under Portuguese GAAP certain costs directly related to the develapment of the
Company's operations incurred during the start-up stage, expenses related to technical
support for the development and improverment of the network incurred up to Degember
37, 1995, and research and development ¢osts could be and were capitalized as
intangible assets and are amortized over 3 or 5 years. Under US GAAP, these costs are
expensed in the period in which they are incurred.

iiij) Depreciation

| Under Portuguese GAAP costs and expanses incurred related to the devalopment of the
network may be and were capitalized as intangible assets and are amortized over five
years, Under US GAAP, these costs and expenses are recorded as fixed assets and

| depreciated over eight years. Additionally, under Portuguese CAAP the Company
depreciates its network fixed assets (ather than network software) acquired up to
December 31, 1595, using progressive rates. Under US CAAP, depreciation is generally
recognised on a straight line basis over the estimated useful life of the related asset
commencing when the asset is first placed in service.

iv) income taxes

Under Portuguese GAAP, the annual income tax provision is based on the estimated
current income tax liability applicable to the current year's earnings. When incomg and
expenge recognition for income tax reporting purposes dees not occur in the ssme
periad as income and expense recognition for financial reporting purposes, the
resulting temporary differences are not considered in the computation of income tax
expense for the period,

Under U5 GAAP the liability method is used to calculate the incorne tax prevision.
Under the liability method, deferred tax assets or liabilities are recognized for
differences between the financial reporting and tax reporting bases of assets and |

! | .
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