Edgar Filing: Vivo Participacoes S.A. - Form 6-K

Vivo Participacoes S.A.
Form 6-K
February 22, 2008

SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 6-K

Report of Foreign Private Issuer
Pursuant to Rule 13a-16 or 15d-16 of the
Securities Exchange Act of 1934

For the month of February, 2008
Commission File Number 1-14493

VIVO PARTICIPACOES S.A.

(Exact name of registrant as specified in its charter)

VIVO Holding Company

(Translation of Registrant's name into English)

Av. Roque Petroni Jr., no.1464, 6th floor part, '"B''building
04707-000 - Sao Paulo, SP

Federative Republic of Brazil
(Address of principal executive office)

Indicate by check mark whether the registrant files or will file annual reports under cover Form 20-F or Form 40-F.
Form 20-F ___ X Form 40-F

Indicate by check mark whether the registrant by furnishing the information contained in this Form is also thereby
furnishing the information to the Commission pursuant to Rule 12g3-2(b) under the Securities Exchange Act of 1934.

Yes No X

FOURTH QUARTER 2007 AND YEAR 2007 CONSOLIDATED RESULTS

February 21, 2008 — VIVO Participa¢gdes S.A. announces today its consolidated results for the fourth quarter 2007
(4Q07) and for year 2007. The Company’s operating and financial information, except as otherwise indicated, is
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presented in Brazilian reais in accordance with Brazilian Corporate Law, and the comparable figures refer to the
fourth quarter 2006 (4Q06), except as otherwise mentioned.

In the fourth quarter 2007, Vivo continued to keep its leadership position on the Brazilian market in number of
customers, having leaded the Christmas campaign with highest number of additions. In order to speed up the closing
of the purchase of Telemig Celular, Vivo executed a written commitment in December to sell Amazo6nia Celular to Oi.
The possibility to operate in the whole domestic territory resulting from the purchase of Telemig and the license in the
6 Northeast states (from Alagoas to Piaui) became stronger after the acquisition of band J of the 3rd generation
spectrum in the whole domestic territory at the auction held by ANATEL on December 18, 2007.

HIGHLIGHTS

® Vivo was considered the “Company That Mostly Respects
Consumers” according to a research carried out by Revista
Consumidor Moderno and the best option for consumers,
due to its more economic tariffs;

® Vivo was sucessful in the 3rd Generation Frequencies
Auction with the acquisition of all the Band J lots;

e In December, the customer base reached 33,484 thousand
customers, ensuring our leadership in our operating area,
with a market share of 36.7%. Our market share for Brazil
as a whole was 27.7%;

o At the same time, the GSM operation had already reached
more than 11.2 million accesses with this technology,
representing a 65.8% growth over 3Q07;

® Vivo has the country’s biggest handset distribution network,
with more than 8,000 points of sale, and 366 thousand
points of sale of recharges in 2007, thus contributing to
keep its leadership in its entire area of operation;

e Nationwide digital coverage and a wide portfolio of
solutions in GSM/EDGE and CDMA/EV-DO
technologies;

® The “Vivo Escolha” plans have already been adopted by
67% of our individual postpaid customer base, contributing
to customer base growth, increased customer loyalty and
higher revenue;

o Service Revenue of R$2,986.4 million, an increase of
12.8% over 4Q07 and of 4.9% over 3Q07,

¢ EBITDA grew 20.7% in the year-to-date figure, reaching
R$ 3,132.8 million, with EBITDA Margin of 25.1%. The
EBITDA in the quarter was R$ 908.3 million, with margin
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of 26.9%, a growth of 9.0% over 3Q07.

® The operating cash flow plus the change in working
capital recorded R$ 1,616.3 million in the year-to-date
figure, a 34.2% growth, materially contributing to the
increase of the company’s development financing capacity
and its economic value;

o The net debt recorded the amount of R$2,579.3 million in
4Q07, representing a reduction of 27.4% in relation to
4Q06, the lowest figure since its creation;

¢ Net Profit of R$ 28.3 million in the quarter, representing
an increase of 543.2% over 3Q07.
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MESSAGE FROM THE CHIEF EXECUTIVE OFFICER

Vivo is a market, coverage and quality leader in Brazil

In the end of 2007, cellular telephony was certainly the main form of communication, if not the only one, for 121
million Brazilians. This finding is yet more important when allied to another information: in 2007, Brazil recorded 21
million new users of cellular telephone. If the mission along the formation of this new industry was simply to grow,
the current level requires us to add to our mantra words such as consistency, sustainability and, especially, trust.

Therefore, in early 2007, when we repositioned Vivo brand by adopting the “Sinal de qualidade” (Quality Signal)
signature, we were aware that we were dealing with something bigger than communication and advertising. That was

a commitment we undertook with our several stakeholders — customers, employees, shareholders, partners and
communities, among others. It is a kind of contract that has been strictly complied with, as evidenced by the results
obtained, which point out to Vivo’s consistent and sustainable growth.

In the end of the year we had 33.5 million users in our customer base. Only in the fourth quarter we recorded net
additions of 2.1 million customers, and their trust on the quality of our services has increased in a similar rhythm.

Such trust was confirmed to us in the end of the year, from the results of the periodic study conducted with the
assistance of one of most renowned world research institutes. The customer general satisfaction rate not only
continued to grow but also reached the highest level among all major operators in the market (8.41 points in a scale of
possible ten).

Even though general customer satisfaction involves intangible points, such as brand attractiveness, absolutely tangible
indicators confirm the preference for Vivo: the growth recorded in the ARPU, the average revenue per user, which
exceeded RS 31; in the MOU, average time of use of the services by our customers (3.9% higher in the quarter); in the
revenue from Added Value Services (the SVA’s), which grew more than 63% in 4Q07 in comparison with 4Q06 and,
mainly, in the churn, which was consistently reduced in 2007 up to a level of 2.1%.

Another information confirms this set of achievements and stimulates us to continue investing in the quality of
services rendered: the significant drop in the number of customer complaints to the National Telecommunications
Agency — Anatel. Vivo went from the sixth to the second place in the ranking of companies with lowest rate of
complaints. Added to these achievements is the fact that we have remained in a leading position in the domestic
market, even considering our business action only in the authorized area until the end of 2007 (19 states plus the DF
Federal District), - with 27.7% of market share. In 2008, Vivo will sell telephone lines and handsets in the entire
Brazilian territory.

The result recorded in 4Q07 reflects the growth of revenues not only due to a substantial increase in the customer base
but also because of the strict cost control. Managing the intense business activity and at the same time ensuring results
in line with shareholders’ expectancy was a result of the perfect integration between the executive committee and the
teams of employees. It is not useless to remember that in December Vivo repeated the success obtained from the
Mother’s Day campaign by leading the net market gain share.

It was the focus placed by the work teams in the search for results in 2007 that warranted to Vivo the achievement of
some of the main indicators in the year: the EBITDA recorded R$ 3,132.8 million, a growth of 20.7% over last year,
with EBITDA margin of 25.1%. Worthy of mention is also the 12.8% growth in net revenues, totaling R$ 2,986.4
million in 4Q07.

The syntony between the financial management and the investment needs of the business, on its turn, accounted for
the reduction in net debt by 27.4%, closing the year with R$ 2,579.3 million. Such integration was also responsible for
the excellent rate of reduction in losses from doubtful debtors (PDD).
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To crown a year of great efforts and good results, Vivo recorded net profits of R$ 28.3 million in 4Q07, representing
an increase of 543.2% in relation to the previous quarter.

Quality Signal delivered to all Brazilians

The 2007 results were achieved because we managed to accomplish a challenging agenda, which required from Vivo
the performance of structural projects with the expected enthusiasm of a company that occupies a leadership position
in the mobile telecommunication market. We started all the process, completing the first stage of installation of the
GSM network, now present in 2,318 municipalities and already representing 11.2 million of Vivo customers.

Another key step for the accomplishment of our strategy to deliver the “Quality Signal” to all Brazilians was the
acquisition of the share control of Telemig Celular, a company that operates in the third largest Brazilian state, Minas
Gerais, and is a reference in quality of services rendered and customer relationship.

Vivo’s entry in the six states in which it does not yet operate in the Northeast Region became feasible after the
acquisition of a license and 1.9 GHz frequencies. This now allows Vivo to have a commercial operation in the markets
of Alagoas, Pernambuco, Ceard, Piaui, Rio Grande do Norte and Paraiba.

Finally, in December, we acquired the band J continuous lots in the auction of 3G frequencies, which will allow us to
offer third generation services in the whole country with WCDMA technology.

Products and services: another “Quality Signal”

We maintained our product and prices design platform, which combines simplicity and freedom of choice. This model
was implemented in 2006 with the Vivo Escolha rate plans (almost 70% of the post-paid customer base already signed
in) and which, in 2007, was considered the most economic plan in the market.

For the public that is mostly oriented to technological innovations, the launching of Vivo Flash, which allows wireless

connection to the broadband Internet through our 3G network already in operation in the CDMA/EV-DO platform

since 2004, the Residential Telephone and the offer of exclusive handsets, such as Blackberry Curve and the loaded

contents such as Ivete Sangalo’s songs and clips, literally set the tone to the market. Ivete Sangalo has even won the
first platinum disk in the Brazilian music history for the number of complete downloads of her songs through Vivo.

Each external development deserved another internal development with the same level of care and attention. We have
launched Vivo Nota 10, of search of excellence in assistance in our owned stores, and Vivo Para o Cliente, a program
awarded with the TOP of HR prize from the ADVB, in which members of the executive staff experience direct contact
with customers in the stores, in the corporate segment and in the call center assistance, identifying critical points and
suggesting improvements.

The Trust Signal

The 2007 performance is especially related to the commitment of a qualified and motivated staff. In the Internal
Satisfaction Research annually carried out with the employees, another achievement was recorded in 2007: we
reached the excellence grade, with a general satisfaction rate of 7.67, already above the average in the panel of the 42
domestic and international corporations evaluated by the same consulting firm.

Vivo’s more than 5 thousand professionals were responsible for the actions that resulted in Vivo recovering credibility
and trust from our shareholders, customers and partners. The alignment of all of them with the corporate strategy
reveals that our communication has been efficient and our goals assimilated. This fact is directly related to the
stimulation towards increased participation in the decisions and courses of the Company by the adoption of the
Balanced Scorecard as a management tool, which directs everyone to reach goals in a clear and transparent manner
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and provides guidance on the variable compensation of the work teams.
Corporate Reputation Signal

Being aware that our commitment with the society goes beyond actions related to services, we have also improved
social-environmental actions. The pioneering recycling program, still unheard-of in Brazil, is a key agent for
minimizing impacts on the environment. Internally, we have developed actions for reducing consumption of
non-renewable natural resources. Social projects have contemplated inclusion of disabled people, especially visually
disabled people, a goal that had already been pursued for some years by the employees through the Vivo Voluntario
program. This was the main focus of action of Instituto Vivo, which ended with the launching of Livro Vivo, which in
an entirely inclusive manner shows the results of the research conducted by the Institute and by GFK Indicator, the
purpose of which was to know and understand the relation of a visually disabled youngster with work, school and the
world.

Additionally, we structured an internal consulting staff for creating and developing projects, which operates in all the
Company’s areas by identifying opportunities to contribute to the society. This work has produced several good results:
the transcription of important social documents into Braille and audiobook, such as the Consumer Defense Code and
the Carta da Terra, the audio description of movies and theater plays, the terminal accessibility tests, the adaptation of
the site for use by disabled people and the performance of totally inclusive art exhibitions.

The Transparence Signal

In corporate governance, we have reviewed and introduced control systems and adopted the necessary actions for
alignment with the Sarbannes Oxley Act. The compliance with the budget and the delivery of the results have also
evidenced the technical and managerial capacity of our officers, which resulted in increased trust by our shareholders
in our work. The strength of our holding companies also contributed for our improvement in all the areas, since
Telefénica and Portugal Telecom provided us with permanent contact with the best market practices, besides scale
economy, as it happened in the acquisition of telephone terminals and negotiation with global suppliers in the
industry.

In face of so many achievements and successes, we are optimistic in confronting the next challenges, such as
portability, entry in new markets and those arising out of the new SMP regulation. We have a permanent commitment
with quality and, therefore, we will continue searching forms of materializing the same. Thus, we will be able to
deserve the trust placed on us by our employees, investors, customers, shareholders, suppliers and the society. We
hereby thank and invite all of you to continue building, together, the conditions for achieving even better results.

ROBERTO LIMA
CEO

Basis for presentation of results

Figures disclosed are subject to differences, due to rounding-up procedures. Some information disclosed for 3Q07,
4Q06 and for year 2006 were re-classified, always as applicable. Vivo’s accounting criteria kept stable.

HIGHLIGHTS

Accum
R$ million 3Q07 2Q07 A% 3Q06 A% 2007 2006 A%
Net 3,372.2 3,248.5 3.8% 2,936.5 14.8% 12,492.5 10,936.7 14.2%



operating
revenue

Net service
revenues

Net
handset
revenues
Total
operating
costs
EBITDA

EBITDA
Margin (%)
Depreciation
and
amortization
EBIT
Net income

Capex
Capex over
net revenues
Operating
cash flow
Change in
working
capital

Customers
(thousand)
Net additions
(thousand)

Operating cash
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2,986.4 2,845.8 4.9% 2,646.7 12.8% 11,089.3 9,560.2 16.0%
385.8 402.7 -4.2% 289.8 33.1% 1,403.2 1,376.5 1.9%
(2,463.9) (2,415.2) 2.0% (2,078.9) 18.5% (9,359.7)  (8,340.1) 12.2%
908.3 833.3 9.0% 857.6 5.9% 3,132.8 2,596.6 20.7%
26.9% 257% 1.2 p,p, 292% -2.3p,p, 25.1% 23.7% 1.4 p,p,
(721.7) (591.1) 22.1% (560.1) 28.9% (2,486.0) (2,394.3) 3.8%
186.6 2422 -23.0% 2975  -37.3% 646.8 202.3  219.7%
28.3 44  5432% 885.6  -96.8% (99.4) 16.3 n.a.
977.1 369.2  164.7% 1,059.0 -1.7% 1,919.0 2,123.0 -9.6%
29.0% 11.4% 17.6 p,p, 36.1% -7.2 p,p, 15.4% 19.4% -4.1p,p,
(68.8) 464.1 n,a, (201.4)  -65.8% 1,213.8 473.6  156.3%
723.3 63.4 n,a, 961.6  -24.8% 402.5 7312 -45.0%
33,484 31,320 6.9% 29,053 15.3% 33,484 29,053 15.3%
2,164 1,079  100.6% 328  559.8% 4,430 (752) n.a
Operating cashflow

generation of R$

1,213.8 million,

increasing Vivo’s
economic value.

Operating cash flow (EBITDA-CAPEX) of R$ 1,213.8 million in the year,
representing a growth of 156.3% in relation to 2006, as a result of higher increase of
revenue in relation to expenses and rationalization of investments. The year-to-date
operating cash flow plus the change in working capital recorded R$ 1,616.3 million,
an increase of 34.2% when compared to the same period of the previous year. This
flow, which is the result of a constant search for operating and financial efficiency,
increases the investment capacity and Vivo’s economic value.

Capital Expenditures (CAPEX)

GSM/EDGE Network
already covers 2,318

municipalities.

In its constant search for providing its customers with satisfaction and high-quality
services, VIVO has not saved efforts, concentrating most of its investments in
enhancing its GSM network capacity and quality. Thus, support was ensured to the
commercial action of data and voice traffic, allowing the company, also, to obtain a
leadership position in the achievement of Anatel’s quality goals . The 4Q07 CapEx
represented 29.0% of net revenue. The total year-to-date investment was R$ 1,919.0
million, entirely meeting the agreed goal, corresponding to 15.4% of the net revenue.
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CAPEX - VIVO

R$ million Accum.
4Q07 3Q07 4Q 06 2007 2006
Network 662.4 206.7 805.2 1.157.5 1.239.5
Technology / Information System 129.0 48.1 134.1 267.2 414.7
gtrlcl);lzcts and Services, Channels, Administrative and 185.7 114.4 119.7 494 3 468.8
Total 977.1 369.2 1,059.0 1,919.0 2,123.0
% Net Revenues 29.0% 11.4% 36.1% 15.4% 19.4%
CONSOLIDATED OPERATING PERFORMANCE - VIVO
Accum:
4Q07 3Q07 A% 4Q 06 A% 2007 2006 A%

Total
number of 33484 31,320 6.9% 29,053  153% 33484 29053  153%
customers
(thousand)

Contract 6,247 5,863 6.5% 5,510 13.4% 6,247 5,510 13.4%

Prepaid 27,237 25,457 7.0% 23,543 15.7% 27,237 23,543 15.7%
Market
Share (¥) 36.7% 36.8%  -0.1p.p. 382% -1.5p.p. 36.7% 382% -1.5p.p.
Net
additions 2,164 1,079 100.6% 328 559.8% 4,430 (752) n.a.
(thousand)
Market
Share of net 34.2% 26.4% 7.8 p.p- 11.0% 23.2 p.p. 28.8% -8.5% 37.3p.p.
additions (*)
Market
penetration 65.6% 59.3% 6.3 p.p. 55.0% 10.6 p.p. 65.6% 55.0% 10.6 p.p.
SAC (R$) 103 115 -10.4% 115 -10.4% 106 118 -10.2%
g[lflfriﬂy 21%  22% Olpp.  25% -04pp. 23%  29% -0.6p.p.
ARPU (in
R$/month) 31.1 30.8 1.0% 30.6 1.6% 30.4 27.2 11.8%

ARPU 13.7 13.9 -1.4% 14.2 -3.5% 13.8 11.9 15.9%
Outgoing

ARPU 17.4 16.9 3.0% 16.4 6.1% 16.6 15.2 8.9%
Inbound
ToFal MOU 80 77 3.9% 82 -2.4% 77 74 4.1%
(minutes)

36 35 2.9% 38 -5.3% 36 37 2.7%

(o]
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MOU
Outgoing

MOU 42 4.8% 44 -0.3% 41 36 13.9%
Inbound
Employees 5,600 5,418 3.4% 5,896 -5.0% 5,600 5,896 -5.0%
(*) source: Anatel

OPERATING HIGHLIGHTS

VIVO’s position as

the best choice, best ¢ Continued leadership with an increase in the customer base by 15.3% in
plans and best relation to 4Q06 and 6.9% in relation to 3Q07, reaching 33,484 thousand

service quality customers. The varied range of offers and service plans made available by
contributed to the Vivo, together with the recognized quality in the rendering of services

growth of customer
base.

Increase of use and
good new customers
allowed ARPU
growth in the
quarter.

SAC reduction of
10.4% in the quarter
and of 10.2% in
2007.

contributed to such growth. Worthy of mention, further, is the progressive
increase in sales of GSM/EDGE handsets, whose activations (additions +
exchanges) have already exceeded 11.2 million handsets.

Net additions in 4Q07 totaled 2,164 thousand new customers, with a market
share of net additions of 34.2% in its coverage area, keeping its market
leadership both in its operational area and in the national market. Once again the
activations of GSM/EDGE technology, which represent 84.7% of total
activations, contributed to the steady and consistent growth. In the year-to-date
figure, activations in GSM/EDGE already represent 64.5%.

In December 2007, in its operational area, which excludes Northeast and Minas
Gerais State, the market shares of new additions was 38.8%. When compared to
the whole Brazilian cellular phone market, the market share of new additions
reached 29.5%, the highest among all the operators.

e In the same manner, the growth in the ARPU, which recorded R$ 31.1,
evidences the quality of Vivo’s present customer base even though in a period of
intense growth of the customer base, continuing to focusing on capturing and
keeping high and medium value customers. This evolution was also recorded in
the year-to-date figure of 2007 over 2006.

SAC of R$103 in 4Q07 represents a drop of 10.4% in relation to 3Q07 and
4Q06 due to lower expenses with capture subsidies, specially as a result of
increased efficiency in the owned stores, besides a reduction in advertising and
commission expenses, even though during a period of intense commercial
activity in 4QO07. It is important to point out that the acquisition cost in the
year-to-date figure for 2007, when compared to 2006, recorded a reduction of
10.2%, mainly due to the decrease in advertising expenses and increased sales
of lower cost GSM technology handsets.



Constant Churn
reduction in 2007.

ON-NET traffic
increase through
specific campaigns.

Sustained growth of
the outgoing traffic.

Customer base
quality improvement
increased the ARPU
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¢ Churn of 2.1% in the quarter, with a reduction of 0.4 percentile points in
relation to 4Q06 and a slight drop when compared to 3Q07. In 2007, this

indicator shows a constant and gradual reduction as a result of specific actions

implemented with a view to loyal and activate the customer base and Vivo’s
position as best quality among cellular operators. The high-value segment,
represented by “premium” customers, both postpaid and prepaid, was maintained

due to the increase in the service quality. The reward program has continued to

contribute to customer loyalty, renewal of customer handsets and increased
satisfaction with services rendered, keeping the Churn in the lowest market

level.

¢ The blended MOU was 3.9% higher than in the previous quarter. The increase

in the outgoing traffic contributed to such growth, which was due to the

campaigns for stimulating use for the prepaid segment, adoption of new service
plans, segmented campaigns and seasonality.

¢ The total traffic recorded a 7.0% growth in 4Q07 in relation to 3Q07,
emphasizing the 9.0% growth in the outgoing traffic. In the comparison between
4Q07 and 4Q06, the total traffic increased by 8.0% and considering only the
outgoing traffic the increase is 10.6%. The inbound traffic stability arises
mainly from the increase in the mobile-mobile and long-distance traffic,
showing each time more the increase in mobile access as a means of personal
communication, offsetting the trend of decrease in the fixed-mobile traffic.

¢ The blended ARPU recorded the amount of R$ 31.1 in 4Q07, an increase of

1.0% in relation to 3Q07 and of 1.6% when compared to the same period of the

previous year. The outgoing ARPU increased by 6.1% over 4Q06. In the
comparison of the year-to-date figure for 2007 over 2006 the ARPU growth was
11.8%, also as a result of the outgoing ARPU growth. It is important to consider

that an arithmetic dilution of the ARPU results from the number of additions in

the last quarter.

NET OPERATING REVENUES - VIVO

According to Corporate Law

R$ million
Subscription and Usage
Network usage
Other services
Net service revenues
Net handset revenues
Net Revenues

4Q073Q07
1,439.91,373.0
1,286.71,251.9

259.8 2209
2,986.42,845.8

385.8 402.7
3,372.23,248.5

A%
4.9%
2.8%

17.6%
4.9 %

-4.2%
3.8%

4Q06
1,251.5
1,225.6
169.6
2,646.7
289.8
2,936.5

A%
15.1%
5.0%
53.2%
12.8%
33.1%
14.8%

2007
5,296.5
4,910.0

882.8

11,089.3
1,403.2

12,492.5

Accum

2006
4,742.1
4,172.9
645.2
9,560.2
1,376.5
10,936.7

A%
11.7%
17.7%
36.8%
16.0%
1.9%
14.2%
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OPERATING REVENUE

Service revenue grew 12.8% and total net revenue grew 14.8% in relation to 4Q06. In
relation to 3Q07, the total net revenue grew by 3.8%, especially due to the increase in the
revenue from subscription and usage.

The increase of 15.1% in “subscription and usage revenue”’, when compared to 4Q06, is
mainly due to the increase in the total outgoing revenue, which was due to the growth in
the total outgoing traffic, by the incentive to usage and promotions and, especially, to the
increase in the average recharge value per customer of 11.7%. When compared to 3Q07,
there was 4.9% increase in the subscription and usage revenue, as result of customer base
increase and incentive to usage with segmented campaigns.

Data revenue plus VAS accounted for 9.6% of the service revenue in 4Q07, a 63.1%
nominal increase over 4Q06. In the comparison between 4Q07 and 3Q07, it recorded an
increase of 21.7%. This self-supported growth is a result of the increase and
diversification of WAP portfolio, contents and games through new partnerships, Vivo Zap
(Mobile Internet), Flash/Desk Modem (Fixed Internet), Balck Berry and Smart Mail,
launching of innovative products and services and actions designed to stimulate the use of
the services currently offered (SMS, VIVO AVISA, Message Service and Voice Mail).
The use of the Vivo Chip Menu (GSM exclusive) has shown to be an excellent means for
offering data services. The easy access and intuitive navigation have played a decisive role
for such success and there is a large growth potential because it made use easier to the
customer.

OPERATING COSTS - VIVO

11



Edgar Filing: Vivo Participacoes S.A. - Form 6-K

R$ million
Personnel
Cost of services rendered
Leased lines
Interconnection
Rent/Insurance/Condominium fees
Fistel and other taxes and
contributions
Third-party services
Others
Cost of goods sold
Selling expenses
Provision for bad debt
Third-party services
Loyalty
Others
General & administrative expenses
Third-party services
Others
Other operating revenue (expenses)
Operating revenue
Operating expenses
Other operating revenue
(expenses)
Total costs before depreciation /
amortization
Depreciation and amortization
Total operating costs

4Q07 3Q07

(181.7)
(789.6)
(57.5)
(452.9)
(45.0)

(127.6)

(103.2)
(3.4)
(611.8)
(755.9)
(76.7)
(555.6)
(84.6)
(39.0)
(165.5)
(140.3)
(25.2)
40.6
109.9
(55.4)

(13.9)

(151.3)
(780.0)
(56.7)
(412.2)
(60.7)

(124.3)

(108.9)
(17.2)
(585.0)
(704.5)
(80.4)
(511.3)
(78.8)
(34.0)
(159.3)
(131.3)
(28.0)
(35.1)
81.3
(116.7)

0.3

(2,463.9) (2,415.2)

(721.7)

(591.1)

(3,185.6) (3,006.3)

According to Corporate Law

A% 4Q06
20.1% (184.8)
12% (733.2)
1.4%  (47.1)
9.9% (385.5)
259%  (52.1)

27% (123.6)

52%  (90.7)
802%  (34.2)
4.6% (407.0)
73% (655.7)
46%  (73.0)
87% (474.4)
74%  (49.0)
147%  (59.3)
3.9% (159.8)
6.9% (121.5)

-10.0% (38.3)
n.a. 61.6
35.2% 182.2
-52.5% (111.9)
n.a. (8.7)

2.0% (2,078.9)

22.1% (560.1)
6.0% (2,639.0)

A%
-1.7%
7.7%
22.1%
17.5%
-13.6%

3.2%

13.8%
-90.1%
50.3%
15.3%
5.1%
17.1%
72.7%
-34.2%
3.6%
15.5%
-34.2%
-34.1%

-39.7%
-50.5%

59.8%

18.5%

28.9%
20.7%

2007
(671.7)
(3,044.6)
(226.2)
(1,618.2)
(209.9)

(498.8)

(425.7)
(65.8)
(2,096.8)
(2,773.3)
(365.7)
(1,959.6)
(310.9)
(137.1)
(632.2)
(529.1)
(103.1)
(141.1)
301.0
(421.0)

@21.1)

(9,359.7)

(2,486.0)
(11,845.7)

Accum

2006
(646.7)
(2,249.7)
(222.5)
(785.0)
(206.8)

(517.5)

(370.0)
(147.9)
(1,898.3)
(3,038.5)
(720.5)
(1,934.4)
(220.4)
(163.2)
(547.0)
(425.2)
(121.8)
40.1
440.1
(329.3)

(70.7)

(8,340.1)

(2,394.3)
(10,734.4)

A%
3.9%
35.3%
1.7%
106.1%
1.5%

-3.6%

15.1%
-55.5%
10.5%
-8.7%
-49.2%
1.3%
41.1%
-16.0%
15.6%
24.4%
-15.4%
n.a.
-31.6%
27.8%

-70.2%

12.2%

3.8%
10.4%
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OPERATING COSTS

Increase of 1.2% in
the cost of services
rendered, lower than
the increase
recorded in the
customer base.

Better commercial
and operational

efficiency.

49.2% reduction in
the PDD in the
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The increase of 7.7% in the cost of services rendered in 4Q07, when compared to
4QO06, is due to the 17.5% increase in interconnection costs, the increase in expenses
with third-party services, in addition to an increase referring to rental of leased lines,
offset by a reduction in the provision for losses from interconnection adjusts. When
compared to 3Q07, it recorded an increase of 1.2% also due to the increase in
interconnection costs, partially offset by a reduction in the provision for losses from
interconnection adjusts, expenses with rental, insurance and condominium rates
resulting from renegotiation and renewal of contracts.

The increase in interconnection costs and in the network usage revenue in the period, are
due to the growth in the customer base and consequently in total traffic.

The cost of goods sold increased by 50.3% in 4Q07 over 4Q06, especially in part due to
an increased number of gross activations which accounted for 66.5% growth. In relation
to 3Q07, the cost of goods sold recorded 4.6% increase arising out of more commercial
activity, however being lower than the increase recorded in the additions, which was
33.3%, thus showing a substantial increase in the commercial efficiency of the
company.

In 4Q07, selling expenses increased by 15.3% in relation to 4Q06, as a result of the
increase in expenses with loyalty, agency and commissions. Therefore there was an
increase of 7.3%, recording a reduction in the provision for bad debt between the
compared periods. The year-to-date figure recorded a reduction of 8.7% mainly due to
the reduction of 49.2% in expenses with the provision for bad debt.

The Provision for Bad Debt — PDD in 4Q07 was of R$ 76.7 million, representing 1.6%
of the total gross revenue, a 5.1% increase in relation to the same period of the previous
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year-to-date for year, which was R$ 73.0 million, representing 1.8% of the gross revenue. When

2007. compared to 3Q07, which recorded R$ 80.4 million, the reduction was of 4.6%. In the
year-to-date figure, the PDD recorded R$ 365.7 million, representing 2.1% of the total
gross revenue, a reduction of 49.2% in relation to year-to-date for 2006 which
represented 4.7% of the gross revenue. This result evidences the strict control exercised
over new customers, improvement of the credit policy and on debt collection.

General and administrative expenses increased by 3.6% in 4Q07 in relation to 4Q06,
due, mainly, to the increase in expenses with third-party services, especially technical
assistance, partially offset by a reduction in expenses with rental, insurances and
condominium fees. When compared to 3Q07, it represents a growth of 3.9% arising out
of the increase in third-party services, especially data processing and plant maintenance,
offset by the reduction in expenses with technical assistance.

Personnel expenses climbed by 20.1% over the 3Q07, thanks to the collective wage
agreement in November and payments related to the achievement of performance
targets.

Other Operating Revenue / Expenses recorded revenue of R$ 40.6 million. The
variation in relation to 4Q06 arises from the increase in the provision for contingencies,
in addition to a reduction in the revenue from recovered expenses, due to the reversion
of PIS and COFINS process (Law 9718, of 1998) that recorded R$126 million in 2006
and R$47 million in 2007, offset by the reduction in the expenses with taxes, duties and
contributions. When compared to 3Q07, the variation is due to reduction in expenses
with taxes, duties and contributions and an increase in revenues from recovered
expenses.

EBITDA

EBITDA records The EBITDA (earnings before interests, taxes, depreciation and amortization) in 4Q07

increase of 20.7% in was R$ 908.3 million, an increase of 5.9% in relation to 4Q06, resulting in an EBITDA

2007. Margin of 26.9%. When compared to 3Q07, the EBITDA recorded a 9.0% increase,
with an EBITDA Margin of 1.2 percentile points higher. Such result recorded in 4Q07
was mainly due to the increase in the revenue due to the increase in the customer base
and to the strict control of expenses, even though considering the intense commercial
activity in the quarter, with Vivo leading once again in December the net gain market
share. The stability in the cost of goods sold also contributed to such increase, explained
by the sales of GSM handsets at lower acquisition cost.

DEPRECIATION AND AMORTIZATION

Depreciation and amortization expenses recorded increases of 28.9% and 22.1% when
compared to 4Q06 and 3Q07, respectively, due to the investments effected and the
acce