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Lima, February 22, 2002

The Board of Directors of Telefonica del Perti held on February 21, approved the
enclosed Fourth Quarter 2001 non consolidated and consolidated Financial
Statements, and ordered to present them to the Comisién Nacional Supervisora de
Empresas y Valores and Bolsa de Valores de Lima, and to the all the other
institutions of the market.

Likcwise, according to the faculties given by the Board of Directors the
President, is calling for a Special Class B Sharcholders Meetings, for next March
26, as first call, and a Shareholders Meetings of Telefonica del Perd. Both
meetings will be held in Av. Arequipa 1155, Santa Beatriz, Lima, at 9:00 AM
and 9:30 AM, respectively. Thercfore, it has been agreed that the dates to record
and register the assistance to the above mentioned meetings will be the days 11
and 14 of March, respectively. According (o the law, the Company will advertise
the call for the meetings during the following days, and will place, at the
shareholders disposal, all the information regarding thess meelings.

Finally, the Company disclosed the contingency presented 10 CONASEV Jast
February 13 as “Reserved Information” which according to an internal evaluation,
as well as an external opinion, has no support and will not canse significant effect
in the Company’s accounts, as can be seen from the information, according to the
enclosed in the non consolidated and consolidated financial statements.

The above mentioned contingency, that refers to the noted prepared by the
Superintendencia Nacional de Administracion Tributaria (SUNAT) to the
Company for an amount of §/. 224 499 999,00, related to the income tax and sales
tax for the year 1998, will be impugned during the legal actions presented by the
Company to the court |




GGR-135-A- _ -2002
Lima, 22 de febrero de 2002

Sefores

COMISION NACIONAL SUPERVISORA
DE EMPRESAS Y VALORES (CONASEV)
Presente.-

Ref.-Hechos de
Importancia

De nuestra consideracion:

Por medio de (a presente comunicacion, nos dirigimos a ustedes en cumplimiento
del articulo 28° de la Ley del Mercado de Valores y de la Resolucidon CONASEV
N® 307-85-EF/94.10, para informarles los siguientes Hechos de Importancia:

En sesion realizada el 21 de febrero pasado, el Directorio de Telefdnica del Pert
S.AA. aprobd los estados financieros individuales y consolidados de la Sociedad
correspondientes al cuarto trimestre de 2001 —que se adjuntan- y dispuso su
presentacion ante la Comisién Nacional Supervisora de Empresas y Valores, la
Bolsa de Valores de Lima y demas instituciones del mercado de valores que
cormrespondan.

En igual sentido, hacemos de su conocimiento que en ejercicio de las facultades
delegadas por el Directorio de la Sociedad, el Presidente del Directorio ha
convocado el 26 de marzo préximo, en primera citacion, a la Junta Especial de
Accionistas de Clase By a la Junia General de Accionistas de la Sociedad. Dichas
Juntas se realizaran en la Av. Arequipa 1135, Santa Beatriz, Lima, a las 9:00 y
9:30 horas, respectivamente. A tales efectos, se ha establecido como fechas de
corte y registro para la asistencia a las mismas los dias 11 y 14 de marzo,




respectivamente. Conforme a ley, en los proximos dias se procederd a la
publicacién de los avisos de convocatoria correspondientes y se pondra a
disposicién de los accionistas la informacion gue se sometera a consideracion de
éstas.

Por uitimo, cumplimos con revelar la contingencla que fuera presentada a
Conasev con fecha 13 de febrero pasado en calidad de “Informacion Reservada’,
la misma que, de acuerdo a la evaluacion interna realizada —respaldada por
opinién externa-, en términos generales, carece de sustento y no es susceptible
de generar un impacto relevante en las cuentas de la Sociedad, conforme se
refleja en la informacidn financiera individual y consolidada adjunta a la presente.

Dicha contingencia, referida a la acotacion realizada por la Superintendencia
Nacional de Administracion Tributaria (SUNAT) a la Sociedad por un monto de S/.
244 449 000,00, por concepto de impuesto a la renta e impuesto general a ias
ventas y multas de ambos tributos correspondientes al gjercicio 1998, sera dentro
del plazo de ley materia de la interposicién de las acciones impugnativas
comespondientes por parte de la Saciedad.

Sin ofro particular, quedamos de ustedes.

Atentamente,




Quarterly Results
Telefonica del Perd S.A.A. and
subsidiaries

October - December 2001

Due o the segregation process that went into effect on january 2001, the results of 2000 and 2001 are not comparable. In
urder w allow an easier analysiz, the Management has prepared pro forma income statements, however balance sheers da
not have pro forma statenents as neither does the stalisical infommation presented in whble 3.

1




Significant Events

A hrief that contains the most significant events performed since Ociober 2001 is presented below.

General Shareholders Meeting

On December 26", the General Shareholders Meeting of Ielefonica del Perid 5.A.A. approved the
capital stock resulting of the segregulion process as a consequence of exercising the rght of
separation and adjustments produced for the application of the exchange ratio and the weatment of
fractions. It also approved the corresponding modification of the Company's by-laws.

As a consequence, the capitl stock of Telefonica del Perii S.AA4. 1s 5/. 1 721 964 417,00 (onc
thousand scven hundred twenly one million hine hundred sixty four thousand four hundred
seventeen Nuevos Soles) represented Dy 1 721 964 417 nominal shares of $/. 1,00 each fully
subscriled and paid, ‘

Changes in the Management

Mr. QOscar Portocarrere resigned to the position of Cenual Manager of Control in order 1o assume
new responsibilities within the TelefOnica Group. In ihat regard, the Board of Telgfonica del Peri
SAA., on scssion held on December 13™, decided to appoint Mr. Antonio Mora as his replacement.
Mr. Mora, a Spanish natural, will ke charge of the posiion once he acquires the qualilying
migralory status.

Partiol advance payment for Securltization

On December 17* the Company made a parmial prepayment of U$ 50 000 000,00 regarding the
“Trust Agreement” signed berween Telefénica del Perd S.AA. and the Bank of New York on
December 16%, 1998, According 1o this agreemenr, the Company securitized US$ 150 000 000,00 of
its account receivables gencrated in the international long distance traftic by means of a fiduciary
transier. Tn that sense, both pamies subscribed amendments o the referred agreement.

Telefénica Publicidad e Infermacién Perd §.A.C. transfer

Following the segregation process initiated by the Telefénica Group around the world, on February
8", 2002, Telefénica del Perii $.A.A., and Telefdnica Publicidad ¢ Informacion S.A.C (a Spanish-
based company and group- head of the Directories business) subscribed a share-sale contract for
100% of the shares belonging o Telefénica del Perd S.A.A.. In accordance with this contract, the
former ransferred to the second 78 499 999 shares of Telefénica Publicidad e Informacidn S.A.C. for
a total price of USS 31 159 372.79. As a conscquence ol such transler, Telefonica Publicidad e
Informaciin $.A, no longer belongs to Telefdnica del Perd S.A.A., and now depends directly of its
group-head in Spain of which Telefénica §.4 is the main sharcholder. )

SUNAT Resolution

On Febmary 11", 2002, the Company was notilicd by SUNAT of a §/. 244 million claim, resulling
rom an integml (liscalization process, which comresponded to the 1998 period. This fact was
immediately communicated to CONASEV as 4 significant reserved event.

The Company management und ils legal advisers consider that the reterred claim does not adjust to
law, and in consequence the Company will impugn the maner woully.

Due 5o the sopregation process that Went inlo effect on January 2001, the results of 2000 and 2001 arc nor comparable. 1n
orcer w allow an casier analysis, the Management has prepared pro forma income staiements, however balance sheets do
nat have pro farma statements as neither does the statistieal informarion presented in iable 3.
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Due o the segrepation process it went into effect on January 2001, the reswis of 2000 and 2001 ar¢ nar comparable. In
oreler to allow an casicr analysis, the Management has prepared pro forma income stateinents, however balance sheets do
not have pro fonua stalements v neither does the statistien) informaton presented in table 3.
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TELEFONICA DEL PERU $.A.A. AND SUBSIDIARIES

Management discussion and analysis of the consclidated results
for the fourth quarter and twelve months ended December 31, 2001

On January 1%, 2001, the Company pul into eflect the segregaton process of the Mobile Scrvices,
Dam and the Directories businesses. By virlue of this process initiated in November 2000,
Telefonica Méviles Perd Holding S.AA. and Telefdnica Dama Perd S.AA. were created tuough a
spin-off process, while in December 2000, Telefonica Publicidad e Informacién Perd S.A.C. was
created through a non-divestiment process.

In this regard, and lor ease of comparison, the Company has perdformed quarterly pro forma
income statements for year 2000 for Teleldnica del Peri 5. A. and its Subsidiaries.

The main issues regarding 2001 fiseal ycar are the (ollowing:

= Desprite the application af the productivity fuctor starting in September 2001
—mplying a sbarp reduction in tariffs on ua quarterly basis- and ibe
increase in competition added to the weak economic growth, the Company
obtained a 1.1% increase in EBITDA during 2001.

v This was accomplished by a tight control in operating expenses net of
depreciation and investments, which generated a significant free cash flow.
The surpluses of this cash flow bave been used to reduce debt.

s Although the adjustments executed during 2001 resulted in a net of earnings
loss of S/. 145 million, those were mainly of accounting nature and do not
affect company’s capacity for free cash flow generation and debt reduction.

* Therefore, the financial debt during 2001 was reduced by over US$ 165
million and during 4Q01, by US$ 64 million, or 38% of the total reduction
during the year.

Operating revenues

During 2001, operating revenues tomaled §/. 3,555 million, a 2.0% decrease compared w0 12ZM0O0,
This was mainly due to the fact that the increases in cable relevision (8.1%), other operating
revenues (42.0%), public telephony (2.5%) and business communications (4.5%), could not oflset
the reduction of revenues in Jong distance (-14.8%) and basic telephony (-2.5%).

4Q01 operadng revenues amounted §/. 872 million, a drop of 4.83% compared 10 4Q00. The good
performance of cable elevision (18.4% increase in revenues) was nol enough to counterbalance
lower revenues from long distance service (-22.994) and basic telephony (-4.2%).

Despirte the increase of 2% in the average billable planl, accumulated revenues for 12M01 of Basic
Telephony showed a 2.5% drop, reaching 8/, 1,681 million. This was explained by a 7.6% fall of
billable traffic and a  4.3% reduction in the weighted average tariff for measured local service. The
change in tariffs is mainly explained by the reducrion of inlerconnection rates starting on January
17, 2001 and the application of the productivity [actor after Seprember 1%, 2001, This [aclor was set
on 6% annual (1.535% per quarter), however it is being subject of an ambitration process stared by
the Company. On the other hand, it is worth noting the increase in revenues showed by the

respectively). In 4Q01, the revenues of basic telephony reached 5/. 426 million as a vesult of the
increase of 1.5% in the billable plant and a 36.8% Lioost in the number of lines sold, which will
have positive impact in future results. Nevertheless, when compared with 4Q00, revenues were
lower by 4.2% basically explained by the reduction of 6% of the weighied average tariff (as a result

i

Due to the segregation process thar went into effect on January 2001, the cesults of 2000 and 2001 are not comparable. In
order to allow an easier analysis, the Management has prepared pro torma incomne staisments, however halance sheets do
not have pro [onna slatements as neither does the statistical information presented in table 3.
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of the application of the productivity factor) and a deercase of 10.8% in measured local service
traftic.

Accumulaled revenues for Zong Distance toraled S/, 553 million in 12M01, a drop of 14.8%,
resulting from u 3.6% and 9.3% [all in the weighted average raiiffs for DID and TLD, respectively.
This was due to the reduction of inrernational tidf{s and the increase in competition, yet partially
olfsel by the growth of 1.1% in the long distance truffic volume registered for the period. During
4Q01, revenues dropped 22.9% compared to 4Q00, twraling 5/. 124 million. The drop was
explained by a 3.7% and 6.3% fall in the weiglied avernge tar(ls (or DLD and ILD, respectively, as
well as the lower long distance (raffic volume thar fell 11.7%.

Accumulated revenues for Public Telepbony reached S/, 672 million in 12M01, an increase of
2.5% in spite of Ihe increase of interconnecton transfers to mobile operators due to regulatory
reasons. The increase in revenues was explained by the growth of the public telephony plant
(17.6%) and Lhe increase in the sales of tokens and phone cards (28.9%). On the other hand 4Q01
revenues reached §/. 181 million, 4 1.9% fall since the Company registered additional revenues of
5/. 10 million during 4Q00 as a result of changes in the billing cycle.

12M01 Cable Television revenues jumped §.1%, touling 5§/, 267 million, based on a 3.1% increase
in the billable plant and the revenues generated by the Cable Ner service. 4Q01 were up 18.4%
compared to 4Q00., and totaled S/. 73 million, due to the 73.5% increase in advertising, 6% in the
monthly fee and the starting of operations of (he Cable Net service,

Accumnulated revenues for Businiess Communications grew 4.5%, from 5/, 185 million in 12M00
to §/. 193 million in 12M01, mainly explained by the introduction of new products and services. Tn
thar sense, durng August, the Company launched the ADSL service, 4 new dala transmission
service. Although initially argeted to high-incorne clients only, starting 2002 ity wrgel base will be
widened. In 4Q01, business communications revenues remained stable compared to 4Q00,
reporting 8/. 45 million, despite the reduction of revenues in fiber optics, videoconference and
integral projects.

As a result of the increase in the number of carriers in the markel, revenues [rom nerworls
adequacy and from other related companics increased 100, Theretore, otber revennes amounted
S/. 100 million in 12MOC1, up 42.6% regarding 12MC0. Likewise, during 4Q01, these revenues
amounted /. 25 million compared to $/. 21 million in 4Q00.

Operaling expenses

Operatng expenses nel of depreciation were down 5.4% in 12M01, due to the reduction of
personnel expenses in $/. 32 million and the drop of general and administrative expenses of §/. 18
million, mainly cxplained by the outsourcing of activitics through Telefénica Gestidn de Servicios
Compartidos. Furthermore and according to the management fee contract, the fall of §/. 79 million
in management foo ((32.4% regarding 12MOD) contributed to the reduction of total expenses.
During 4Q01, operating expenscs increased in 5/, 41 million compared to 4Q00, mainly duc to an
additional 8/. 28 million in provisions related to a §/. 25 million reversion of cxcess provisions in
2000. Thus, during 12MO1, provisions us a percentage of sales were stable at 3.9%, similar level o
12M00. Likewise, the indicator of delinquent accounts older than 120 days over billed revenues in
basic and public 1clephony dropped from an average of 3.5% and 2.2% in 12M00 1o an average of
2.2% and 2% in 12M0O1, respecively.

The outsourcing of acrivities 10 Telefénica Gestidn de Servicios Compartidos — company that does
not consolidate — started on April 1% with the transfer of 397 employees 1o that ¢ompany. This
process was expected to result in a decrease in personnel expenscs and an increase in general and
adminisiratjve expenses. In that regard, personnel expenses were reduced by §/. 32 million (6.5%)
from 12MO00 lcvels. Nevertheless, general and administrative cxpepses fell 5/. 18 million

Due 10 the scgregalion process that went into effect on funuary 2001, the results of 2000 and 2001 are not comparable. In
order to ollow an easier analysis, the Management has prepsued pro forma ineome stalements, however balance sheets do
not have pro forma statenments as neither does the siatistical information presented in table 3.
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compared o 12M0O0 as a consequence of the tight expenses conirol that the Company lus
implemented.

During 4Q01, personnel expenses reached 5/. 115 million, a 1.9% fall compared 1o 4Q00, while
general and administrative expenses grew 12%, as a [ollow-up of the aforementioned outsourcing

program.

Depreciation cxpenses, rose by 5/. 120 million during 12M01, a 14.5% increase compared to
12MQ0, as a result of the acrivation of work in progress by the end of year 2000 and the additions
of the present year, leading to a higher depreciable average plant. Nevenheless, during the last
quarter depreciation levels dropped §/. 27 million compared to 4Q00 because in 4Q00, the
Company registered extraordinary depreciation cxpenses as a consequence of the adjustments
made in that period.

EBITDA and opcraling result

As a result ol the above mentioned and despite the application of the productivity lactor, the
increase of compettion and weak cconomic growth, EBITDA grew 1.1% during the year.
Furthermore, EBITDA margin rose from 52.3% in 12M00 to 53.9% in 12MO01, trend that was kept
during 4Q01 (54.1%). Nevertheless, the operating result in 12MO1 reached $/. 972 million, 9.3%
below 12M00, mainly duc 10 Lhe increase in depreciation.

Non-operating Result

In spile of the 26% reduction in net financial results —resulting of lower debt levels and the Fall of
interest rates-, non-operatng resulls in 12M01 showed a loss of 8§/, 780 million compared with a
loss of §/. 572 million in 12MQ0, mainly duc to higher extraordinary cxpenses in 3Q01 and
monetary correction. A loss of 5/. 60 million was registered as monetary correction, as a result of
the reduction of the WPI in 2.19%, compared 1o a posilive monctary comeclion of 5/, 130 million in
12MQ0. In 4Q01, non-operating results improved 55.9%, to register a loss of 5/. 200 million,
compared 1o a loss of 8/. 454 million in 4Q00, du¢ w the lact that extracrdinary expenses resulting
from aceounting adjusiments (5/. 388 million) were not repeated.

Taking out the eficct of monetary correction and “others net” 12M01 non-operating results improve
5/. 91 million (26%) compared 1o 12M00, duc o 2n imporant reduction of net financial results.
These improvements were achieved despite the increase in the proportion of soles denominated
debt aiming a reduction in the exposure w0 eXchange rate luctuations,

Net result

The accumulated net result drops from $/. 160 million in 12M00 to a loss of §/. 145 million in
12M01, explained by a reduction of “others net” of $/. 110 million and the significant change
registered in the monetary correction, which dropped S/. 189 million. Quarterly net earnings
reduced its losses from 5/. 213 million in 4Q00 to $/. 53 million in 4QQ01.

During the year, the Company performed an exhaustive review ol ils accounts, and even though
resulted in accounting losses lor year 2001 results, they left Telefénica del Perd in a healthicr
position for the upcoming years. Despite the accounting impact, these adjustments,do not harm the
capacity of the Company for free cash flow generation, as it was proven with a debt level reduction
of more than US$ 165 million along the year.

Consolidated Balance Sheet

4Q01 toral asscis remained in the same levels as in 3Q01, reaching /. 9,565 million. Current assets
increased 5/, 19 million while olher assets net increased §/. 29 million, as a consequence of Lthe

Due 10 the segregation process that went into effect on Junuary 2001, the results of 2000 and 2001 arc not comparable. In
order fo allow an easier analysis, the Managemenr has prepared pro forma income staterents, however alance sheels do
not lave pro forma stalemenrs a5 neither does e statistical infortnation presented in rable 3.
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investments in sofrware. These increases were offset by the reduction of §/. 61 million in net fixed
assets, mainly as a result of the increase of §/. 158 million in accumulated depreciadon.

Short-term liabilities registered an increase of 5/. 703 million in 4Q01 due to the fact that part ol the
long-termm delit and bonds are now regisiered like shon-lerm liabililies given their maturities are
shorter than 12 months. However, the reduction of financial habilities during 4Q01 reached 8/, 202
million and, along year 2001, reached §/. 587 million.

Furthermmor, the Company improved its risk profile twrough the diversification of financing sources,
the reducton of exposure 10 exchange rate fluctuatons and the increase in debr average maturity.
Ackditionally, there was an important improvement in the financial coverage ratio -EBI'TDA over net
financial results-, which wenl (rom 5.4 in 2000 to 7.3 in 2001,

Due 1o the segrewation process 1hal went into effect on January 2001, the resuls of 2000 aad 2001 are not comparable. In
order to allow an easier analysis, the Managesnent has prepunsd pro fonna income staletnents, however balance shects do
nol have pro fonna swiemens as ncither does the statstcal information presented in wble 3.
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SIGNATURES

Pursuant to the requirements of the Secunties Exchange Act of 1934, the registrant has duly caused
this report to be signed on its behalf by the undersigned, thereunto duly authorized.

TELEFONICA DEL PERU S.AA.

Dated: March 11, 2002 By: ¥
Naunw:mzmam
_ Title: Secretdsy




