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TELE CELULAR SUL PART ICIPA(;OES S.A.

- ANNOUNCES ITS CONSOLIDATED RESULTS

"~ FOR THE SECOND QUARTER 2002

_Curitiba, August 5, 2002 —:Tele Celular Sul Participagbes S.A. (BOVESPA: TCLS3 e
TCLS4; NYSE: TSU), the Holding Company of Telepar Celular S.A., Telesc Celular S.A.
and CTMR -Celular S.A.,--leading providers of cellular telecommunication services in
Southern Brazil, announces its results for the 2™ quarter 2002."

Quarter Highlights

v’ Continued investment in customer relations, resultmg in contlnued lmprovements in
customer satisfaction indicators

¥' Reduction in acquisition costs and opefating expenses.
v" Maintenance of the market share and growth of the marginal market share.

v" Growth of the corporate segment.

v Wider coverage of the roads in the States of Parana and Santa Catarina.

v Repositioning in the market: new portfolio of prepaid and corborate pléns.

v’ Growth of the value added services.
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Management

“Tele Celular Sul closes the 2™ quarter/2002 with a 48%
profitability, measured by the EBITDA margin over the net
services revenue, and a 64% market share, kept stable over the
15‘ half of the year ”
Alvaro P. de Moraes Filho
Chief Executive Officer

o <

In R$ thousand

Gross Handset Revenue

Gross Service Revenue
Gross Operating Revenue .. !

Total Net Revenue

EBITDA
EBITDA Margin

| EBITDA Margin (without handset ~

sales)

Net Income .
Net Income per 1,000 shares — R$
Profit per ADR (10,000 shares) - R$

Free Cash Flow

2Q02 A
- 37,719~

227,846
265,565

205,019

- 84,079

41%
48%

12,832

0.04
0.40

76,837

2Q01

15,098

223,454

238,552

180,091

80,845|

45%
48%

17,587

0.05.

0.50

5,624 |

1Q02
21,028

251,553
272,581

207,774

93,674
45%

49%

17,162
0.05

0.50 '

199,317

1H02
58,747

479,399
538,146

412,793

177,753
43%

49%

29,994
0.09
0.90

176,154 |-

l

1HO1
22,837

488,141
510,978

367,862

157,214
43%

45%
32,160

0.10
1.00

39,906

Operating Revenue

Seasonal effect Tptg) Net Revenue for the 2Q02 was R$ 227.8° mllhon 2% above the 2Q01,

but 9% below the preceding quarter. This reduction was a consequence of the
seasonal effect in the first quarter of the year, when there is a larger number of
visitors traveling in the region for its tourist appeal, mainly in summer.

in the 1%
quarter

2Q02:
Increase in

handset sales

due to the
Mother’s Day

Gross Handset Revenue for the quarter amounted to R$ 37.7 million. The
increase over the year-ago and last quarter periods is related to the fact that,
since August 2001, the Company started marketing handsets directly to its
accredited dealers, an activity formerly outsourced.

and Valentine's

Day
promotions




Gross Revenue Breakdown

Total Gross Operating Revenue™ .. ... - _Total Gross Operating Revenue

2Q02 - R$ 265.6 million .. - - . ) - 201 - RS 238.6 million
Traffic - ' .
2244 Traffic

-

~ Handset
sales

I 151—"
Handset 37,7~ 0,7
sales . ..o Other

ARPU (Average Net Revenue.per User) was R$ 36 versus the R$ 38 and R$
39 ARPUs posted in the 2Q01:-and 1Q02, respectively. This reduction is
primarily due to the increase in prepaid customers as a percentage of the
customer base. ‘

Costs
In R$ thousand
all 0 (J0 U U
Cost of Services 79,487] 65,942 78,508 158,082 143,316
Cost of Handsets 31,703 17.208 17,503 49,208, 35,583
Fotal Cost of Services and Handsets 111,190 83,150 96,008 207,288 178,899

Cost of services for the quarter totaled R$ 79.5 million, 1% and 20% higher
than in the 1Q02 and 2Q01, respectively. The main items leading to this
increase were depreciation costs, related to the investments made in recent
periods, and interconnection costs generated by the greater number of
outgoing calls, mainly to other mobile telecommunications operators, and by
the higher interconnection tariffs.

R$ millions 40 44
37 -

2701 1702 2702

u Depreciation & Amortization & Interconnection
t

3
%




G . Cost of handsets for the period was R$ 31.7 million. The increase over the
rowth in the

sale of amounts posted in the previous quarters is related to the expansion in the sale
handsets of handsets. It is worth pointing out that since August 2001, the Company
started selling handsets directly to the dealers, an activity formerly outsourced.

Net Operating Expenses -

| 2002 | 2001 | 1Q02 | 1HO2 | 1Ho1
ISelling Expenses : R . 48,812 38,077 50,391 99,203 86,748
General and Administrative Expenses o 5 14,097 16,788 17,345 31,442 33,266

Other Net Operating Expenses ) 3,448 7733 5,704 9,150 6,705
Sub- Total e . : 66,355 63,598 73,440 139,795 126,719
Net Financial Expenses L s % e . . 5,638 8,241 8,087 13,725 16,983
Net Operating Expenses . 71,993 71,839 81,527 153,520 143,702
Note: (1) Including bad debt expenses

Reductionin  This quarter, operating expenses decreased by 12% over the preceding

operatin S
e,’:penseg quarter, remaining stable at the 2Q01 levels.‘

Subscriber Acquisition Costk(SAC)afor the 2Q02 was R$ 81, a 20% and 42%
decrease over the 1Q02 and the 2Q01, respectively.

Lower SAC

1701 2701 3701 4T01 1702 2To2.

A 3% bad debt In the 2Q02, bad debt expenses amounted to R$:8.4 million, against R$ 9.9

rate over the  million in the preceding quarter. The increase over 2001 derives basically from

total gross . . .. . .

revenue the increase in the provision for handset sales, since the Company started
selling handsets directly to dealers. Furthermore;:it must be pointed out that a
specific plan was developed in 2001 and resulted in a significant recovery of
overdue debts from previous quarters, outstanding until then, thereby reducing
the recovery base for 2002.

59 4
3,6% 31% T % 3.4% 5%

T 3% 3%

0,
1% 1%

L 19

- 1%
2Q01 1Q02 2Qo2 1° Sem./01 1° Sem./02

= R$ million —&—Over total gross revenue =M R$ million ~4—% over Total Gross Revenue




EBITDA

48% EBITDA  EBITDA reached R$ 84.1 million, representing a 41% EBITDA margin over the

margin over the 15| net revenue — or 48% over the sales revenues.
Sales Revenue

5
1201 42 g
100 o 4

80

60

40

20

0 - ;

1704 +2T01 - 3T01 4101
mow EBITDA . —+—EBITDA

‘ -f*_EBlTbA Margin (Over net service revenua)

Net Income

1Q02 1H02
12,8320 17,587 17,16 29,994 32,160
"0.05 0.05( 0.09 0.10

Net income -R$ thousand

Net income per 1,000 shares — R$ i 0.0

Net income amounted to R$ 12.8 million, representing a R$ 0.04 profit per
1,000 shares. The slight decrease compared to-the 2Q01 can basically be
attributed to the increased depreciation and amortization costs. Over the
previous quarter, the net profit is being affected mainly by the reduction in the
revenue from services, as a consequence of seasonai variations.

Investment

In the gquarter, R$ 7.8 million was invested through the controlled companies,
mostly in maintaining the cellular telecommunications network and information
technology.

Free Cash Flow

zzzzi;fo':ee Free cash flow for the quarter equaled a positive R$76.8 million.

Iindebtedness
By the end of the quarter the Company's debt was R$327.3 million, resuiting in
a net indebtedness of R$ 51.0 million.
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Of the total debt, R$ 50.7 mllhon represent loans in dollars, fully covered by
hedging operatlons :

Of the total BNDES loan, the amount of R$ 18. 8 million is adjusted according
to “basket of currencies”, the main component of which is the dollar. On May
31, 2002, the operation was hedged to«avoid exchange rate exposure.

Net financial expenses. for the quarter were R$ 5.6 million, 30% and 32%
below the 1Q02 and the 2Q01, respectlvely

Market

64% Market
Share

113,000 gross addmons were posted in the quarter (81% of which were
prepaid customers), versus 107,000 in the 2Q01. The additions in the period
are related to an acquisition cost 53% below the previous years cost, and
represent a marginal market share estimated at 57 %.

By the end of the period, the Company had 1.635 million customers, 67% of
which were users of the prepaid service. The estimated 64% market share
was maintained throughout the first half of the year.

The total penetration rate in the conceésion area Was approximately 17%.

Important Events

The Special General Meeting of Tele Celular Sul Participagdes S.A. held on:
04/16/02 approved a Capital increase of R$ 17,633,052.24 (seventeen million,

Capitalization Six hundred and thirty-three thousand, fifty-two reals and twenty-four cents).
of the Premium The Company's capital is now R$ 324,666,393.24 (three hundred and twenty-

Payment of
Dividends

four million, six hundred and sixty-six thousand, three hundred and ninety-
three reals and twenty-four cents), by the capitalization on behalf of Bitel
Participacbes S.A. ("Bitel”), of the credit originated from the Telesc Celular
S.A. tax benefit derived from the amortization of the premium resulting from
the Tele Celular Sul split-off as allowed under article 7, paragraph 1 of CVM
Instruction n® 319/99 and as provided in clause 8 of Tele Celular Sul Spiit-Off
Agreement.

On June 04, 2002, Tele Celular Sul paid dividends and interest on capital
relating to the 2001 fiscal year, equivalent to R$ 0.05 per iot of 1,000 preferred
and common shares; that amount was adjusted by the Reference Rate,
equivalent to the period from December- 31 until the actual payment date, net
of income tax.

“This release contains forecasts and/or forward-looking statements. Those expectations are based on a number
of assumptions. Those expectations are subject to the risks and uncertainties inherent fo projections and/
Jforward-looking statements. The results may differ materially from the expectations expressed in the forecasts
andfor forward-looking statements if one or more of those assumptions and expectations prove, to,be i

r unrealized.”




Highlights

[Total subscribers
Postpaid
Prepaid

Population Covered- - :

Municipalities Served

Estimated Total Penetration

Company Penetration

Market share (estimated)

Digitalization rate - Plant -

Digitalization rate - Customer

TOTAL ARPU '

TOTAL MOU

SAC

investment (millions)

Net Additions

Churn 2

Dealers (with own shops)

Employees

Estimated population in the region (miHiohs) 1

investor Relalions

1,635,278
535,470
1,099,808

1,508,071

2Qo01

669,992

838,079

14.8
78%
....220
T 14%
- 10%
T T1%)
100%)
89%
R$38]
111
R$172
R$37]
21,398
6%

751
1,218

1Q02

1,614,256
580,196
1,034,060
15.0

79%

232

16%

1%

64%
100%
93%
R$39

108
R$100
R$6
10,343
5%

947
1,150

1,635,278
1,099,808,
535,470
15.0

79%

232

17%

11%]

64%)
100%)
94%
R$38
99
R$90,
R$14
31,365
11%)
890
1,100

1,508,071
669,992
838,079

14.8
78%
220
17%
10%
64%
100%
89%
R$40
115
R$186
R$57
91,587
9%
751
1,218

Note: (1) Average Net Revenue per Customer.

(2) Calculated on the average customer base. -

EBITDA Calculation

Net operating revenue

2Q01

205,019

180,091

1Q02 |
207,774

in R$ thousands

1H02 |
412,793

1HO1
367,862

Operating profit '

21,836

25,102

30,149

51,985

45,261

Depreciation

50,714

40,766

48,694

99,408

81,498

Amortization of the premium

5,891

6,736..

. 6,744

12,635

13,472

Financial income

(28,210)

~ (13,295)

.{13,696)

-(41,9086)

(24,080}

Financial expenses
[EBITDA
EBITDA margin (%)

33,848
84,079
41%

21,536
80,845
45%

21,783
93,674
45%

55,631
177,753
43%

41,063
157,2148
43%

EBITDA margin (%) -
On Service Revenues

48%

48%

49%

49%

45%

Note: (1) including TIMnet equity as of the 4Q01.

Operating Revenue

Handset sales

37,719

15,09

21,028

in R$ thousands

58,747

22,837

Use

94,050,

101,841

117,731

211,781

244,982

Subscription fees

49,562,

44,977

47,370

96,932

87,843

Interconnection

83,512

73,766

82,927

166,439

151,828

Others

722

2,870

3,525

4,247

3,488

Gross Operating Revenue

265,565

238,552

272,581

538,146

510,978

ITaxes and other deductions
Net Operating Revenue
Net Operating Revenue from Services

(60,546)
IV
174,461

58,461

167,333

(64,807

4

191,059

365,520

349,026

Net Operating Revenue from Sales

30,558

12,758

16,715

47,273

18,83

TSU
aRTTa
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Balance Sheet as of June 31, 2002 and March 31 ,2002
In-thousands of reais

{(Tran'slat‘lo,n, of the original Portuguese)

Assets

Current assets...
Banks S5
Marketable securities
Receivables. .
Inventories - i 5
Deferred and recoverable taxes .

Interest over shareholders caputal recewable

Dividends recexvable
Other

Non current assets
Subsidiaries
Deferred and recoverable taxes
Marketable securities
Marketable securities
Judicial deposits
Other

Permanent assets
Investments
Property, plant and equipment
Deferred charges

-~ Parent Company - Consolidated
-~ 2Q02 1Q02 2Q02 1Q02
: 4672 o 38 5.828 2524
BV EIER 6.882 270.345 233.937
131.719 141.728
L 8.684 13.279
1.850 3.392 35.445 42289
N 17.762
864
1.025" 2.453 14.708 22.116
11.858 31.391 466.729 455,853
3.727 2.700
5.809
815 802 230.647 232.613
: 10.998 10.950
14 g’ 1.272 1.561
4556 3511 248.726 245.124
836.982 823.049 26553 26.726 -
88 92 696.207 735.508
62.149 64.981
837.070 823.141 ° '784.909 827.305
853.484 . . B858.043 - .2.1.500.364 1.528.282
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Balance Sheet as of June 31,2002 and March 31,2002
In thousands of reais

(Translatlon of the- ongmal in Portuguese)

, 2Q02 1Q02 2Q02 1Q02
Liabilities and stockholders eqwty .
Current Ilabllitles '
Suppliers L. 4117 1.051 56.889 72.647
Debt - current portion ; 28.579 24.523
Debentures - current portion | .= R 8.601 17.888
Salaries, charges and socialbenefits .10.120 9.907 12.089 12.169
Taxes, charges and:contributions < 1= B 28 26.864 24,187
Interest on shareholders' eqwty payable ) 1.257 20532 2515 26.713
Dividends payable ..~ ' 532 121,754 747 2,180
Other 753 2.127 5.441 7.211
16.878 35.399 141.725 187.518
Noncurrent liabilities
Debt 90.116 91.395
Debentures s 200.000 200.000
Taxes and contributions payable = - i 67.486 66.328
Provision for pension plan . 2,345 2.292 2.345 2.292
Provision - 87 87 7.916 7.314
2.432 2.379 367.863 367.329
Minority interest e S
156.602 - -~ - 153.170
Shareholders’ equity :
Paid-up capital 324.666 245.033 324.666 -245.033
Capital reserves 173.913 190.469 173.913 180.468
Revenue reserves 305.601 367.601 . 305.601 367.601
Retained earnings 29.994 17.162 28.994 17.162
834.174 820.265 - 834.174- - - 820.265
Total 853.484 858.043 1 1.500.364

] ‘Parent’Corﬁpany

Consolidated

1.528.282
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TELE CELULAR SUL PARTICIPAGOES S.A.
Income Statement

Years ended June 31

‘ In thousands of reais

{Translation of the original in Portuguese)

Gross Revenues . . e
Deductions from gross revenues _

Net Revenues

Cost of goods sold and sefviqes rend_eie:d
Gross profit

Operating revenues (expenses).
Selling
General and administrative
Equity interest in income of subsidiary Co
Other operating income (expense), net

Operating profit before financial results

Financing revenues (expenses)
Financial income
Financial expenses

Operating profit
Non-operating income (expenses), net
Income before taxes and profit sharing

Income tax and social contribution
Employees profit sharing
Minority interest

Net income for the year

Net income per thousands shares (R$)

_.Parent Company

Consolidated

2Q02 1HD2 - 2Q01 1HOY 2Q02 1H02 2004 1HO1
265565  538.146 238552  510.978
(60.546) _ (125.353) _ (58.461) _ (143.116)
205019 412793 180.091 367.862
(111.190) _(207.288) _ (83.150) _(178.899)
93829  205.505 96.941 188.963
(48.812)  (99.203)  (39.077)  (86.748)
(1.234)  (2.099) (720)  (1.389)  (14.097)  (31.442)  (16.788)  (33.266)
12,8427 30585 18544  33.126 (1.165) (2.719)
1.381 - 1069 (616)  (1.245) (3.446) (©.150)  (7.733) (6.705)
12059 20555 17.208 _30.492 . (67.520)  (142.514) _ (63.598) _ (126.719}
12959 29555  17.208  30.492 26.309 62.991 33.343 62.244
1.147 2643 1.558 a.815 28.210 41.906 13.295 24.080
(266) (592) (285) (645) _ (33.848) ' (55.631) _ (21.536) _ (41.063)
881 2051 1.273 3.170 (5.638)  (13.725) _ (8.241) _ (16.983)
13.840 31606  18:481  33.662 20671 - 49.266 25.102 45.261
{256) (256) 61 61) (374) 78
13840 31606  18.225  33.406 20810 49.205 24728 45.183
(262) (203) 63 ©2)  (4369) . (11.487)  (2.602) (5.576)
(746)  (1.409) (701)  (1.164) (924) (1.762) (869) (1,495)
: (2.485) (5.962) (3.670) (5.952)
12.832  29.994  17.587 32160 . . 12.832 29.994 17.587 32.160
0,04 0,09 005 . 010




SIGNATURE
Pursuant to the reguirements of the Securities Exchange Act of 1934, the registrant

has duly caused this report to be signed on its behalf by the undersigned, thereunto duly
authorized.

Tele Cellular Sul Holding, Company

Date: August 8, 2002 By:

: uI(‘)lg(Jber y Cruz Cozza
Chief ¥inancial Officer



