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Introduction

In accordance with the new Danish

Financial Statements Act effective from

January 1, 2002, TDC has changed a

number of accounting policies. The

new accounting policies are applied

for 2002 and prior years, cf. details in

the section on significant accounting

policies.

In 2002, TDC delivered strong earnings

growth and outperformed its Outlook

set in the Annual Report for 2001.

Earnings before interest, taxes, depre-

ciation and amortization (EBITDA) in-

creased 11.2% to DKK 14,313m and

net income, excluding one-time items

and fair value adjustments, increased

50.5% to DKK 2,169m. This strong

growth reflects primarily TDC Switzer-

land's significantly improved financial

performance in 2002, growth in TDC

Mobile International, including im-

pacts from the restructuring of Talk-

line, and TDC Internet's position as

market leader in the domestic ADSL

market. Conversely, the unfavorable

regulatory environment in Denmark

combined with migration from the

traditional landline to Internet and

mobile services resulted in lower

earnings in TDC Tele Danmark.

TDC's net revenues amounted to DKK

51,155m in 2002, a decrease of DKK

409m or 0.8% compared with 2001.

On an ongoing basis 1, growth was

2.6%, impacted by growth in TDC

Switzerland, TDC Mobile International

and TDC Internet, offset partly by

lower revenues in TDC Tele Danmark.

EBITDA increased DKK 1,443m or 11.2%

to DKK 14,313m in 2002. On an ongo-

ing basis, growth was 8.2%. 

The ongoing EBITDA growth was driven

primarily by improvements in TDC

Switzerland, TDC Mobile International

and TDC Internet. TDC Switzerland's

EBITDA increased DKK 1,383m to DKK

1,269m in 2002, due primarily to

increased landline and mobile cus-

tomer bases and continued harvesting

of synergies combined with stringent

cost discipline. TDC Mobile Interna-

tional's EBITDA improved DKK 497m to

DKK 3,228m in 2002, including growth

in domestic operations of DKK 278m, or

20.7%, and in Talkline of DKK 106m

1 The development from 2001 to 2002 was impacted by certain major changes in activities and
ownership shares comprising: Talkline restructuring (closure of the landline and Internet activities
at April 1, 2002 as well as divestment of Talkline Nederland at November 30, 2001) and deconsol-
idation of Ben (as from December 1, 2001) as well as inclusion of diAx (as from February 1, 2001,
today part of TDC Switzerland). In the remaining part of this Management Discussion and Analysis,
'ongoing basis' refers to reported figures for the TDC Group or business lines adjusted for the
impact of these changes.



or 27.4%. Furthermore, EBITDA from

European network operators increased

DKK 113m or 11.3%, related mainly

to Polkomtel and Connect Austria.

EBITDA in TDC Internet was positive in

2002 and increased DKK 398m to DKK

48m, driven primarily by increased

ADSL sales. These increases were offset

partly by a DKK 880m decrease in

EBITDA to DKK 6,018m in TDC Tele

Danmark in 2002, due primarily to

lower regulatory prices combined with

the impact of migration from tradi-

tional landline services to mobile and

Internet services.

Earnings before interest and taxes

(EBIT), excluding one-time items,

increased DKK 796m or 18.3% to 

DKK 5,135m in 2002, reflecting the

improved EBITDA, offset partly by

increased depreciation and amortiza-

tion. On an ongoing basis, growth was

DKK 234m or 4.8%.

Net income, excluding one-time items

and fair value adjustments, amounted

to DKK 2,169m, up 50.5% compared

with 2001, reflecting primarily the

improved earnings before interest and

taxes. On an ongoing basis, growth 

in net income, excluding one-time

items and fair value adjustments, was

11.7%. 

One-time items before tax amounted

to DKK (1,133)m with a net income

impact of DKK (859)m in 2002. Profit

on sale of major enterprises amounted

to DKK 466m before tax with a net

income impact of DKK 507m, related

primarily to divestments in Belgacom.

Impairment losses, related to write-

down of goodwill and fixed assets in

TDC Internet Polska, Contactel and Tele

Danmark InterNordia, amounted to

DKK (1,066)m before tax with a net

income impact of DKK (1,030)m.

Restructuring costs, etc., totaled DKK

(533)m before tax with a net income

impact of DKK (336)m, including costs

from Belgacom offset partly by reversal

of provisions in Talkline.
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Key financial figures DKKm

TDC Group Excluding one-time items and fair value adjustments

2002 2001 Growth (%)

Net revenues 51,155 51,564 (0.8)

EBITDA 14,313 12,870 11.2

EBIT 5,135 4,339 18.3

Net income 2,169 1,441 50.5

EBITDA margin (%) 28.0 25.0 -

Capex, excluding share acquisitions 7,699 11,189 (31.2)

One-time items DKKm

TDC Group 2002 2001

EBIT Net income EBIT Net income

Profit on sale of major enterprises 466 507 1,144 754

Impairment losses (1,066) (1,030) (2,243) (2,101)

Restructuring costs, etc. (533) (336) (1,449) (708)

One-time items, total (1,133) (859) (2,548) (2,055)



According to the new Danish Financial

Statements Act, minority passive

investments as well as derivatives and

marketable securities are measured 

at market values. In 2002, fair value

adjustments of minority passive invest-

ments had a net income impact of

DKK 3,133m and related primarily to

the divestment of the Dutch mobile

operator Ben, including TDC's propor-

tional share of Belgacom's divestment

of Ben. Other (derivatives and market-

able securities) fair value adjustments

had a net income impact of DKK 99m

in 2002.

Net income, including one-time items

and fair value adjustments, amounted

to DKK 4,542m, an increase of DKK

4,556m compared with 2001.

Compared with the Outlook for 2002

set in the Annual Report for 2001,

actual net revenues were DKK 1.6bn

lower, due to slightly disappointing

market developments that led to lower

sales in most business lines. However,

actual EBITDA was DKK 0.3bn higher

than the Outlook, mainly as a result

of higher EBITDA in TDC Switzerland,

more than offsetting lower EBITDA in

TDC Tele Danmark and TDC Directories.

Actual net income, excluding one-time

items and fair value adjustments,

exceeded the Outlook by DKK 0.4bn,

reflecting the improved EBITDA com-

bined with improved net financials. 

The same picture applies when com-

pared with the latest Outlook for 2002

presented in the third quarter Earnings

Release. Actual net revenues were DKK

0.8bn lower, EBITDA was DKK 0.1bn

higher and net income exceeded the

Outlook by DKK 0.1bn.

Capital expenditures, excluding share

acquisitions, amounted to DKK 7.7bn

in 2002, a decrease of DKK 3.5bn or

31.2% compared with 2001. The

reduction was impacted by acquisition

of a Danish UMTS license in 2001 and

was supported by increased focus on

optimizing capital expenditures. The

capital expenditures to net revenues

ratio for 2002 was 15.1%, compared

with 21.7% in 2001. Adjusted for

acquisition of the Danish UMTS license,

the capital expenditures to net revenues

ratio was 20.2% in 2001. 

Net interest-bearing debt amounted

to DKK 25,557m at year-end 2002, a

decrease of DKK 9,081m over the year.

The decrease reflects primarily the

cash inflow of DKK 4,860m from the

divestment of the Dutch mobile oper-

ator Ben including the indirect impact

from Belgacom. In addition, improve-

ments in EBITDA and working capital

as well as reductions in capital expen-

ditures enhanced TDC's cash generation

and subsequently reduced net debt.

Net revenues

TDC's net revenues amounted to DKK

51,155m in 2002, a DKK 409m or

0.8% decrease compared with 2001.

On an ongoing basis, growth was 2.6%

impacted by growth in TDC Switzerland,

TDC Mobile International and TDC Inter-

net, offset partly by lower net revenues

in TDC Tele Danmark.
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Fair value adjustments DKKm

TDC Group 2002 2001

EBT1 Net income EBT1 Net income

Fair value adjustments of

minority passive investments 3,119 3,133 581 570

Other fair value adjustments 138 99 42 30

Fair value adjustments, total 3,257 3,232 623 600

1  EBT = Earnings before tax.



TDC Tele Danmark

TDC Tele Danmark's net revenues

amounted to DKK 18,795m in 2002, 

a decrease of DKK 657m or 3.4% com-

pared with 2001, impacted by the

unfavorable regulatory environment

in Denmark and migration from tradi-

tional landline services to Internet

and mobile services. 

Net revenues from landline subscrip-

tions (voice) amounted to DKK 4,450m

in 2002, a decrease of DKK 42m or

0.9% compared with 2001. This net

revenue category consists of domestic

connection and subscription fees. The

decrease was driven primarily by a

lower customer base, which decreased

2.0% to 3.1m customers at year-end

2002.

In 2002, net revenues from landline

traffic (voice) amounted to DKK 6,374m,

a decrease of DKK 927m or 12.7%

compared with 2001. This revenue

category consists of domestic and

international retail as well as whole-

sale traffic revenues. Domestic land-

line traffic revenues decreased DKK

659m or 13.4% in 2002, due prima-

rily to lower retail and wholesale traffic

volumes driven by the migration to

Internet services and mobile telephony,

as well as lower retail prices. Domestic

landline traffic volume decreased

11.5% to 20,416m minutes in 2002.
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Net revenues DKKm

2002 2001 Growth (%)

TDC Tele Danmark 18,795 19,452 (3.4)

Landline, subscriptions (voice) 4,450 4,492 (0.9)

Landline, traffic (voice) 6,374 7,301 (12.7)

Leased lines 1,572 1,792 (12.3)

Data communications and Internet services 2,352 1,773 32.7

Terminal equipment etc. 2,700 2,727 (1.0)

Other1 1,347 1,367 (1.5)

TDC Mobile International 16,259 17,580 (7.5)

Domestic operations 5,152 4,808 7.2

European network operators 3,474 3,425 1.4

Talkline 7,633 9,347 (18.3)

TDC Switzerland 8,932 7,776 14.9

Mobile telephony 4,572 3,731 22.5

Landline telephony 3,766 3,477 8.3

Internet services 594 568 4.6

TDC Internet 1,743 1,029 69.4

TDC Directories 1,529 1,502 1.8

TDC Cable TV 1,338 1,191 12.3

Other2 2,559 3,034 (15.7)

TDC Group 51,155 51,564 (0.8)

1 Including Mobile telephony and operator services.
2 Including TDC A/S, TDC Services, Belgacom and eliminations.



Net revenues from international traffic

amounted to DKK 2,107m, a decrease

of DKK 268m or 11.3% compared with

2001, due primarily to price decreases.

International traffic volume increased

0.2% to 2,199m minutes in 2002.

Net revenues from leased lines, includ-

ing domestic and international leased

line services, aggregated DKK 1,572m

in 2002, a decrease of DKK 220m or

12.3% compared with 2001. The de-

cline stemmed from imposed regula-

tory price reductions as well as migra-

tion to data communications and

Internet services. 

Net revenues from data communica-

tions and Internet services amounted

to DKK 2,352m in 2002, growth of

DKK 579m or 32.7% compared with

2001. This revenue category includes

data communications services com-

posed of dedicated data services as

well as Internet services, primarily

ADSL and dial up. Revenue growth in

this category was driven mainly by an

enlarged ADSL customer base, and

increased sales of IP/VPN communica-

tions solutions, substituting traditional

leased lines.

Net revenues from terminal equipment

etc. amounted to DKK 2,700m, down

1.0% compared with 2001. This reve-

nue category includes sales and instal-

lation of hardware ranging from hand-

sets to large PBX's and service agree-

ments with domestic and internation-

al business customers. The decrease

stemmed from a reduction in domestic

sales, offset partly by increased sales

in Norway and Sweden. 

Net revenues from other services

amounted to DKK 1,347m a decrease

of DKK 20m or 1.5% compared with

2001. This revenue category includes

mobile telephony and operator ser-

vices. 

TDC Mobile International

TDC Mobile International's net reve-

nues amounted to DKK 16,259m in

2002, a decrease of DKK 1,321m or

7.5% compared with 2001. On an on-

going basis, net revenues increased

5.0%.

In 2002, net revenues from domestic

operations amounted to DKK 5,152m,

up DKK 344m or 7.2% compared with

2001. This category includes domestic

subscription and connection fees as

well as domestic mobile traffic. Growth

was driven primarily by an increase in

the mobile customer base and growth

in voice, data and SMS traffic. The do-

mestic mobile customer base grew

51,000 or 3.1% to 1.7m (2.0m in-

cluding Duét customers) at year-end

2002, and the number of domestic

voice traffic minutes increased 11.5%

to 2,797m in 2002. In addition, the

number of domestic SMS messages grew

33.6% to a total of 521m in 2002.

Net revenues from European network

operators amounted to DKK 3,474m,

an increase of DKK 49m or 1.4% com-

pared with 2001. On an ongoing basis,

growth was 16.5%. Net revenues from

Polkomtel, the 19.6% owned Polish

mobile operator, totaled DKK 1,817m

in 2002, up DKK 112m or 6.6% com-

pared with 2001. On a pro rata basis,

Polkomtel had 892,000 mobile cus-

tomers by the end of 2002, up 32.1%

compared with year-end 2001. Bité,

the 100% owned Lithuanian mobile

operator, achieved net revenues of

DKK 751m in 2002, an increase of DKK

341m or 83.2% compared with 2001.

The number of customers grew 77.5%

to 488,000 at year-end 2002. Net

revenues from Connect Austria, the

15.0% owned Austrian mobile opera-

tor, totaled DKK 631m in 2002, up

DKK 54m or 9.4% compared with

2001. On a pro rata basis, Connect

Austria had 246,000 customers by the

end of 2002, growth of 5.6% com-

pared with year-end 2001. 

Net revenues from Talkline amounted

to DKK 7,633m, down DKK 1,714m 

or 18.3% compared with 2001. On 

an ongoing basis, the decrease was

1.0%, driven mainly by a decline in

the mobile customer base of 38,000

or 2.2% to 1.7m customers at year-
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end 2002. The decline in the mobile

business was partly offset by growth

in Talkline Infodienste.

TDC Switzerland

TDC Switzerland's net revenues

amounted to DKK 8,932m in 2002, 

up DKK 1,156m or 14.9% compared

with 2001. On an ongoing basis, net

revenues increased 9.3%.

Net revenues from mobile telephony

containing subscription and connec-

tion fees as well as mobile traffic

amounted to DKK 4,572m in 2002, 

an increase of DKK 841m or 22.5%

compared with 2001. On an ongoing

basis, growth was DKK 528m or

13.1%, resulting from a higher cus-

tomer base, up 190,000 or 20.1% to

1.1m at year-end 2002 and higher

traffic volume, up 18.7% compared

with 2001. 

In 2002, net revenues from landline

telephony, containing retail, including

pre-fix and pre-select products, and

wholesale activities, amounted to DKK

3,766m, up DKK 289m or 8.3% com-

pared with 2001. On an ongoing

basis, growth was DKK 217m or 6.1%,

driven by a 66,000 or 8.4% increase

in the retail customer base to 852,000

customers at year-end 2002, higher

retail traffic volume, and increased

wholesale activities. 

Net revenues from Internet services,

containing dial-up traffic and ADSL,

totaled DKK 594m in 2002, an increase

of DKK 26m or 4.6% compared with

2001. On an ongoing basis, growth

was DKK 17m or 2.9%. The dial-up

customer base grew to 518,000 at

year-end 2002, equaling growth of

19,000 or 3.8%, while the ADSL cus-

tomer base grew to 31,000 at year-

end 2002. 

TDC Internet

TDC Internet's net revenues amounted

to DKK 1,743m in 2002, up DKK 714m

or 69.4% compared with 2001. Net

revenues from TDC Internet consisted

of domestic activities, including Inter-

net dial-up traffic, ADSL, other Inter-

net services and Dan Net, as well as

international activities, including

Contactel (Czech Republic) and TDC

Internet Polska (Poland). Domestic net

revenues grew DKK 647m or 68.3% to

DKK 1,594m in 2002, driven mainly by

127.9% growth in the ADSL customer

base, which totaled 253,000 at year-

end 2002, including 133,000 external

ADSL customers in TDC Tele Danmark.

Furthermore, Dan Net realized net

revenues of DKK 315m in 2002, up

30.7% or DKK 74m on 2001. Inter-

national net revenues grew DKK 67m

or 81.7% to DKK 149m in 2002. 

TDC Directories

TDC Directories' net revenues amounted

to DKK 1,529m in 2002, an increase

of DKK 27m or 1.8% compared with

2001. TDC Directories' net revenues

include printed directories, catalogs

and on-line services. Net revenues

from domestic operations totaled DKK

1,010m in 2002, an increase of DKK

24m or 2.4%, resulting from higher

sale of business catalogs and Internet

services. Net revenues from interna-

tional operations were DKK 519m,

almost unchanged compared with

2001.

TDC Cable TV

Net revenues from TDC Cable TV

amounted to DKK 1,338m in 2002, 

up DKK 147m or 12.3% compared

with 2001. Net revenues include basic

cable-TV subscriptions and connection

fees as well as revenues from cable

modems and Selector, a digital set-

top box used for accessing interactive

TV and digital services. Growth was

related to a larger customer base and

higher average revenue per user,

including revenues from cable modems.

The customer base grew 6.9% to

885,000 at year-end 2002 impacted

by the inclusion of almost 17,000

customers from NESA Kabel TV A/S.

Other

Net revenues from other activities, in-

cluding TDC Services, TDC A/S, Belgacom

and eliminations, amounted to DKK

2,559m in 2002, down DKK 475m or
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15.7% on 2001, driven primarily by

lower net revenues in Belgacom as

well as higher eliminations of internal

settlements. Net revenues from Belga-

com amounted to DKK 6,424m in 2002,

down DKK 186m compared with 2001.

Total revenues

Total revenues consist of net revenues,

other operating income and work per-

formed for own purposes and capital-

ized. Total revenues amounted to DKK

53,477m in 2002, a decrease of DKK

605m compared with 2001. On an on-

going basis, total revenues increased

2.1%. This increase stemmed primarily

from TDC Mobile International, TDC

Switzerland and TDC Internet. 

Total operating expenses

TDC's total operating expenses, com-

posed of transmission costs, raw

materials and supplies; other external

charges; and wages, salaries and pen-

sion costs, amounted to DKK 39,164m

in 2002, down DKK 2,048m or 5.0%

compared with 2001. On an ongoing

basis, total operating expenses in 2002

increased DKK 6m compared with 2001.

Transmission costs, raw

materials and supplies

Transmission costs, raw materials and

supplies amounted to DKK 18,482m in

2002, a decrease of DKK 1,683m or

8.3% compared with 2001. On an

ongoing basis, transmission costs, raw

materials and supplies decreased DKK

186m to DKK 18,334m in 2002. 

TDC Tele Danmark's transmission costs,

raw materials and supplies amounted to

DKK 5,835m, down DKK 170m or 2.8%

compared with 2001. The decrease

was due mainly to lower domestic

costs, including lower costs for raw

materials stemming from lower domes-

tic terminal sales.

Transmission costs, raw materials and

supplies in TDC Mobile International

amounted to DKK 8,317m, down DKK

1,177m or 12.4% on 2001. On an

ongoing basis, transmission costs, raw

materials and supplies increased DKK

518m or 6.8% compared with 2001.

The increase was due primarily to

higher transmission costs in Talkline

and Bité as a result of higher traffic.

In 2002, transmission costs, raw

materials and supplies in TDC Switzer-

land amounted to DKK 3,749m, a

decrease of 46m or 1.2% compared

with 2001. On an ongoing basis,

transmission costs, raw materials and

supplies decreased DKK 244m or

6.1%, stemming from lower transmis-

sion costs, and lower costs related to

resale of handsets.

TDC Internet's transmission costs, raw

materials and supplies amounted to
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Total operating expenses DKKm

2002 2001 Growth (%)

TDC Tele Danmark 14,439 14,395 0.3

TDC Mobile International 13,425 15,612 (14.0)

TDC Switzerland 7,764 7,853 (1.1)

TDC Internet 1,769 1,434 23.4

TDC Directories 1,102 1,017 8.4

TDC Cable TV 1,322 1,258 5.1

Other1 (657) (357) (84.0)

TDC Group 39,164 41,212 (5.0)

1 Including TDC A/S, TDC Services, Belgacom and eliminations.



DKK 669m, up DKK 239m or 55.5% 

on 2001, due mainly to the increased

domestic ADSL sales and increased

ownership share in Contactel from

September 2001 as well as the inclusion

of TDC Internet Polska from May 2001.

In 2002, TDC Directories' raw materials

and supplies amounted to DKK 355m,

down DKK 21m or 5.6% compared

with 2001.

Transmission costs, raw materials and

supplies in TDC Cable TV amounted to

DKK 868m, an increase of DKK 54m or

6.6% compared with 2001.

Transmission costs, raw materials and

supplies from other activities decreased

DKK 562m compared with 2001, due

mainly to improvements in Belgacom,

and elimination of TDC Group internal

settlements. Transmission costs, raw

materials and supplies from Belgacom

amounted to DKK 1,778m, down DKK

155m compared with 2001.

Other external charges

Other external charges amounted to

DKK 10,737m in 2002, a decrease of

DKK 1,129m or 9.5% compared with

2001. On an ongoing basis, other

external charges decreased DKK 731m

or 6.4% compared with 2001. Other

external charges include costs related

to marketing activities and indirect

production costs. 

TDC Tele Danmark's other external

charges amounted to DKK 4,302m,

down DKK 130m or 2.9% on 2001.

The decrease was impacted by strin-

gent cost control.

Other external charges in TDC Mobile

International amounted to DKK

3,905m in 2002, a decrease of DKK

906m or 18.8% compared with 2001.

On an ongoing basis, other external

charges decreased DKK 356m or 8.5%

compared with 2001 and related

mainly to Talkline.

In 2002, TDC Switzerland's other

external charges amounted to DKK

2,745m, a decrease of DKK 197m or

6.7%. On an ongoing basis, other

external charges decreased DKK 349m

or 11.3%, due primarily to stringent

cost control and continued harvesting

of synergies.

TDC Internet's other external charges

were DKK 496m, an increase of DKK

14m or 2.9% compared with 2001.

In 2002, TDC Directories' other exter-

nal charges amounted to DKK 310m,

up DKK 39m or 14.4% on 2001. 

For TDC Cable TV, other external

charges decreased DKK 23m to DKK

224m in 2002.

Other external charges from other

activities increased DKK 74m com-

pared with 2001. The increase was

due mainly to increased costs in TDC

Services and elimination of TDC Group

internal settlements, offset partly by

lower costs in Belgacom. Other exter-

nal charges from Belgacom amounted

to DKK 934m, down DKK 173m com-

pared with 2001.

Wages, salaries and pension costs

Wages, salaries and pension costs

amounted to DKK 9,945m, up DKK

764m, or 8.3%, compared with 2001.

On an ongoing basis, growth was DKK

923m, or 10.2%, and average full-

time equivalents increased 787 or

3.6% to 22,427 in 2002.

In TDC Tele Danmark, wages, salaries

and pension costs increased DKK

344m, or 8.7%, to DKK 4,302m in

2002 and average full-time equiva-

lents amounted to 11,409, an

increase of 174 average full-time

equivalents. Domestic wages increased

DKK 238m or 6.4% compared with

2001. The increase was impacted by

a general increase in average wages. 

A higher number of average full-time

equivalents in Norway and Sweden

also contributed to the total increase

in 2002. 

TDC Mobile International's wages, sal-

aries and pension costs decreased DKK
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104m to DKK 1,203m in 2002. On an

ongoing basis, wages, salaries and

pension costs increased DKK 134m 

or 12.8%, due to an addition of 140

average full-time equivalents to

2,683. The growth was related mainly

to domestic activities where average

full-time equivalents grew 167 to

1,216 in 2002. Furthermore, a general

increase in average wages in Talkline

also contributed to the increase. 

In 2002, TDC Switzerland's wages,

salaries and pension costs amounted

to DKK 1,270m, an increase of DKK

154m. On an ongoing basis, the in-

crease was DKK 75m or 6.2% com-

pared with 2001, stemming from an

addition of 112 average full-time

equivalents or 5.2% to 2,275 in 2002

and a general increase in average

wages.

Wages, salaries and pension costs in

TDC Internet increased DKK 82m or

15.7% to DKK 604m in 2002, due

mainly to increased ownership share

in Contactel from September 2001, the

inclusion of TDC Internet Polska from

May 2001, an addition of 101 average

full-time equivalents or 8.5% to

1,286 in domestic activities and a

general increase in average wages.

In 2002, wages, salaries and pension

costs in TDC Directories totaled DKK

437m, an increase of DKK 67m or

18.1% on 2001. This related to higher

domestic and Nordic activities in 2002,

resulting in an increased number of

average full-time equivalents of 11.8%

as well as higher average wages com-

pared with 2001. 

TDC Cable TV wages, salaries and pen-

sion costs amounted to DKK 230m in

2002, an increase of DKK 33m, stem-

ming primarily from an increase of 63

average full-time equivalents or 10.0%

to 694 in 2002 and higher average

wages.

Wages, salaries and pension costs

from other activities resulted in an

increase of DKK 188m, stemming pri-

marily from higher pension costs, and

from TDC Services.

Earnings before interest, taxes,

depreciation and amortization 

EBITDA increased DKK 1,443m or

11.2% to DKK 14,313m in 2002. On

an ongoing basis, growth was 8.2%.

The ongoing EBITDA growth was driven

primarily by improvements in TDC

Switzerland, TDC Mobile International

and TDC Internet. TDC's EBITDA margin

increased from 25.0% in 2001 to

28.0% in 2002. On an ongoing basis,

the EBITDA margin increased from

26.7% in 2001 to 28.0% in 2002. 

In TDC Tele Danmark, EBITDA decreased

DKK 880m or 12.8% to DKK 6,018m in

2002. The decrease was due primarily

to lower regulatory prices combined

with the impact of migration from

traditional landline to mobile and

Internet services. 

In 2002, EBITDA for TDC Mobile Inter-

national increased DKK 896m from

DKK 2,332m in 2001 to DKK 3,228m

in 2002. On an ongoing basis, TDC

Mobile International's EBITDA improved

DKK 497m or 18.2% in 2002, includ-

ing growth in domestic operations of

DKK 278m or 20.7% and in Talkline 

of DKK 106m or 27.4%. Furthermore,

EBITDA from European network opera-

tors increased DKK 113m or 11.3%,

which related mainly to Polkomtel

and Connect Austria.

EBITDA for TDC Switzerland increased

DKK 1,346m from DKK (77)m in 2001

to DKK 1,269m in 2002. On an on-

going basis, TDC Switzerland's EBITDA

increased DKK 1,383m compared with

2001, due primarily to increased

landline and mobile customer bases

and continued harvesting of synergies

combined with stringent cost disci-

pline, as well as some non-recurring

improvements.

In TDC Internet, EBITDA increased DKK

398m to DKK 48m in 2002 which

related primarily to increased ADSL sales.
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In 2002, TDC Directories' EBITDA

decreased DKK 64m to DKK 439m, 

and comprised a decrease in domestic

activities of DKK 18m and a decrease

in international activities of DKK 46m.

In TDC Cable TV, EBITDA increased DKK

80m to DKK 30m in 2002. The increase

was driven mainly by a larger custom-

er base and improved sales of cable

modems. 

The decrease in 'Other' of DKK 333m

was due primarily to lower EBITDA in

TDC Services, increased elimination of

internal profit and higher pension

costs, offset partly by higher EBITDA

from Belgacom. 

Depreciation, amortization 

and write-downs

Depreciation, amortization and write-

downs increased DKK 647m or 7.6%

to DKK 9,178m in 2002. On an ongo-

ing basis, depreciation and amortiza-

tion increased DKK 847m or 10.2%. 

Depreciation and amortization in TDC

Tele Danmark increased DKK 195m or

7.6% to DKK 2,770m in 2002, reflect-

ing primarily write-down of customer

placed equipment and write-down of

installation materials.

Depreciation and amortization in TDC

Mobile International amounted to DKK

1,542m in 2002, almost unchanged

compared with 2001. On an ongoing

basis, depreciation and amortization

in TDC Mobile International increased

DKK 283m or 22.5% and related

primarily to a new domestic customer

care and billing system and reassess-

ment of useful lives on domestic

assets, as well as higher depreciation

in European network operators. 

In 2002, TDC Switzerland's deprecia-

tion and amortization increased DKK

283m or 12.8% to DKK 2,493m. On

an ongoing basis, depreciation and

amortization in TDC Switzerland

increased DKK 207m or 9.1%, reflect-

ing primarily an increase in the asset

base.

Depreciation and amortization in TDC

Internet increased DKK 290m or

161.1% to DKK 470m in 2002, driven

primarily by higher ADSL sales as well

as reassessment of useful lives on
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EBITDA DKKm

2002 2001 Growth (%)

TDC Tele Danmark 6,018 6,898 (12.8)

TDC Mobile International 3,228 2,332 38.4

Domestic operations 1,618 1,340 20.7

European network operators 1,117 878 27.2

Talkline 493 114 -

TDC Switzerland 1,269 (77) -

TDC Internet 48 (350) -

TDC Directories 439 503 (12.7)

TDC Cable TV 30 (50) -

Other1 3,281 3,614 (9.2)

TDC Group 14,313 12,870 11.2

1 Including TDC A/S, TDC Services, Belgacom and eliminations.



domestic assets and write-down of

customer placed equipment.

Depreciation and amortization in 

TDC Directories increased DKK 18m 

or 20.0% to DKK 108m in 2002.

In 2002, depreciation and amortization

in TDC Cable TV decreased DKK 16m or

7.0% to DKK 214m in 2002.

Depreciation and amortization from

other activities amounted to DKK

1,581m, down DKK 131m or 7.7%,

due primarily to higher elimination 

of depreciation and amortization

related to TDC Internet's capitalization

of ADSL purchased from TDC Tele

Danmark.

Earnings before interest and taxes

Earnings before interest and taxes

increased DKK 796m or 18.3% to DKK

5,135m in 2002, reflecting primarily

the improved EBITDA, offset partly by

higher depreciation and amortization.

On an ongoing basis, growth was DKK

234m or 4.8%.

One-time items 

In 2002, one-time items amounted to

DKK (1,133)m before tax, with a net

income impact of DKK (859)m com-

pared with DKK (2,548)m before tax

with a net income impact of DKK

(2,055)m in 2001. One-time items

included profit on sales of major

enterprises, impairment losses and

restructuring costs, etc.

Profit on sales of major enterprises in

2002 amounted to DKK 466m before

tax with a net income impact of DKK

507m, related primarily to a gain on

Belgacom's sale of shares in Ben and

Belgacom France.

Impairment losses in 2002 amounted

to DKK (1,066)m before tax with a 

net income impact of DKK (1,030)m,

including DKK (336)m before tax from

TDC Internet Polska, DKK (378)m before

tax from Contactel and DKK (352)m

before tax from Tele Danmark Inter-

Nordia, all related to write-down of

goodwill and other assets.

Restructuring costs, etc. in 2002

amounted to DKK (533)m before tax

with a net income impact of DKK

(336)m, including a charge for BeST,

Belgacom's restructuring program with

a pre-tax impact of DKK (925)m with 

a net income impact of DKK (610)m.

Further, restructuring costs, etc. in

2002 included a reversal of unused

provisions in Talkline of DKK 350m

before tax with a net income impact

of DKK 245m. Other restructuring

costs, etc. amounted to DKK 42m

before tax with a net income impact

of DKK 29m, related to a reversal of

unused provisions.

In 2001, one-time items amounted to

DKK (2,548)m before tax, with a net

income impact of DKK (2,055)m. Profit

on sales of major enterprises in 2001

resulted in a pre-tax gain of DKK

1,144m with a net income impact of

DKK 754m, which related primarily to

Belgacom and an option gain in Ceske

Radiokommunikace. Impairment losses

in 2001 amounted to DKK (2,243)m

before tax with a net income impact

of DKK (2,101)m, related primarily to

Talkline. Restructuring costs, etc. in

2001 amounted to DKK (1,449)m before

tax with a net income impact of DKK

(708)m, related primarily to Talkline.

Net financials

Net financials amounted to an income

of DKK 2,133m in 2002, an increase of

DKK 2,920m on 2001. Net financials

include income before income taxes

from investments, fair value adjust-

ments as well as financial income and

expenses, net.

Income before income taxes from

investments improved from DKK (55)m

in 2001 to DKK (10)m in 2002. This

change related primarily to UMC and

HTCC.

In 2002, fair value adjustments

totaled an income of DKK 3,257m.

Fair value adjustments of minority

passive investments amounted to DKK

3,119m in 2002 and related primarily
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to Ben, including TDC's proportional

share of Belgacom's divestment of

Ben. Other fair value adjustments

amounted to DKK 138m in 2002. In

2001, fair value adjustments aggre-

gated an income of DKK 623m, com-

prising fair value adjustments of

minority passive investments of DKK

581m, related primarily to Ben, and

other fair value adjustments of DKK

42m.

Interest and other financial income

amounted to DKK 2,448m in 2002, an

increase of DKK 568m compared with

2001.

Interest and other financial expenses

totaled DKK (3,562)m in 2002, an

increase of DKK 327m compared with

2001.

Net interest and other financial

expenses and income, net, amounted

to DKK (1,114)m in 2002, a decrease

of DKK 241m, compared with DKK

(1,355)m in 2001, due to lower inter-

est rates and some non-recurrent

items, including exchange rate adjust-

ments, offset partly by higher average

net interest-bearing debt. 

Income taxes

In 2002, income taxes totaled DKK

1,686m, up DKK 261m on DKK

1,425m in 2001. 

Income taxes related to income,

excluding one-time items and fair

value adjustments, totaled DKK

1,899m in 2002, DKK 56m higher

than in 2001. 

Income taxes related to one-time

items amounted to a tax income of

DKK 238m in 2002 related primarily to

restructuring costs, compared with a

tax income of DKK 441m in 2001. 

Income taxes related to fair value

adjustments amounted to a tax

expense of DKK 25m in 2002 com-

pared with a tax expense of DKK 23m

in 2001.

Adjusted for one-time items and fair

value adjustments, the effective tax

rate was 47.3% in 2002. The difference

of 17.3 percentage points between

the effective tax rate and the Danish

statutory corporate tax rate of 30.0%

stemmed primarily from the interna-

tional operations in which the tax

value of losses was not capitalized,

the change in distribution of income

between companies with different tax

rates and amortization of goodwill

non-deductible for tax purposes.

Minority interests' share 

of net income

In 2002, minority interests' share of

net income, excluding one-time items

and fair value adjustments, aggregat-

ed an income of DKK 57m compared

with an income of DKK 355m in 2001.

This decrease of DKK 298m related

mainly to improvements in earnings

before tax in TDC Switzerland.

Minority interests' share of one-time

items and fair value adjustments

amounted to DKK 36m in 2002 com-

pared with DKK 52m in 2001.

Net income

Net income, excluding one-time items

and fair value adjustments, amounted

to DKK 2,169m, up 50.5% compared

with 2001. On an ongoing basis,

growth was 11.7%.

Net income, including one-time items

and fair value adjustments, amounted

to DKK 4,542m in 2002, an increase

of DKK 4,556m compared with 2001. 

Balance Sheets

The Consolidated Balance Sheets

totaled DKK 90,597m at year-end

2002, down DKK 3,096m compared

with 2001. 

The decrease in assets during 2002

was due mainly to a decrease in

accounts receivable and fixed assets

offset partly by an increase in market-

able securities and cash.

Shareowners' equity aggregated DKK

35,306m at year-end 2002, an increase
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of DKK 2,032m compared with year-

end 2001. This increase was generated

by net income in 2002, which amounted

to DKK 4,542m, net of dividends paid

of DKK 2,363m in 2002.

Liabilities amounted to DKK 55,291m,

down DKK 5,128m compared with

year-end 2001, and related mainly

to bonds, long-term and short-term

bank loans.

Net interest-bearing debt amounted

to DKK 25,557m at year-end 2002, a

decrease of DKK 9,081m over the year.

The decrease reflects primarily the

cash inflow of DKK 4,860m from the

divestment of the Dutch mobile oper-

ator Ben including the indirect impact

from Belgacom. In addition, improve-

ments in EBITDA and working capital

as well as reductions in capital expen-

ditures enhanced TDC's cash generation

and subsequently reduced net debt.

At year-end 2002, the solvency ratio

was 39.0%, calculated as total share-

owners' equity as a percentage of

total liabilities and shareowners'

equity. 

Statements of Cash Flow

Cash flow from operating activities

amounted to DKK 12,541m in 2002,

an increase of DKK 5,541m compared

with 2001, due primarily to higher

earnings and improvements in work-

ing capital stemming mainly from TDC

Switzerland and TDC Mobile Inter-

national. 

Cash flow from investing activities

amounted to DKK (2,060)m in 2002,

an improvement of DKK 18,781m

compared with 2001, stemming

mainly from the acquisition of diAx in

2001 and sale of Ben shares in 2002.

Cash flow from financing activities

totaled DKK (7,402)m in 2002 com-

pared with DKK 10,511m in 2001. 

TDC's cash and cash equivalents

increased from DKK 2,538m at year-

end 2001 to DKK 5,594m at year-end

2002. 

Capital expenditures 

In 2002, capital expenditures

amounted to DKK 8,885m, a decrease

of DKK 14,416m compared with DKK

23,301m in 2001. This decrease was

related primarily to share acquisitions,

which accounted for DKK 1,186m in

2002 compared with DKK 12,112m in

2001.

Capital expenditures, excluding share

acquisitions, aggregated DKK 7,699m

in 2002 compared with DKK 11,189m

in 2001, corresponding to 15.1% of

net revenues in 2002 compared with

21.7% in 2001.

TDC Tele Danmark's capital expendi-

tures, excluding share acquisitions,

aggregated DKK 3,072m in 2002, a

decrease of DKK 557m compared with

2001. The main driver for the decrease

was a general decline in PSTN and

ISDN volumes partly offset by higher 

IT investments related primarily to 

a customer care and billing system.

Also, the completion of TDC's ADSL

roll-out plan in June 2002 entailed

lower capital expenditures compared

with 2001, where roll-out continued

throughout the full year.

TDC Mobile International's capital

expenditures, excluding share acqui-

sitions, aggregated DKK 1,645m in

2002, a decrease of DKK 1,884m com-

pared with 2001. Capital expenditures

in domestic operations amounted to

DKK 704m, a decrease of DKK 1,229m

compared with 2001, due mainly to

the acquisition of a DKK 768m Danish

UMTS license in 2001. The remaining

decrease related primarily to the

acquisition of a customer care and

billing system in 2001. Capital expen-

ditures in European network operators

amounted to DKK 881m in 2002, a

decrease of DKK 401m, related pri-

marily to Connect Austria's completion

of the GSM network upgrade in 2001

and the deconsolidation of UMC as of

October 1, 2002. Capital expenditures

in Talkline amounted to DKK 60m in

2002, a decrease of DKK 254m, due
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mainly to the closure of landline and

Internet activities and to the acquisi-

tion of a new billing system in 2001.

TDC Switzerland's capital expenditures,

excluding share acquisitions, aggre-

gated DKK 1,557m in 2002, a

decrease of DKK 152m compared with

2001, due mainly to lower network

investments.

TDC Internet's capital expenditures,

excluding share acquisitions, aggre-

gated DKK 762m in 2002, an increase

of DKK 131m compared with 2001.

The increase related primarily to ADSL.

TDC Cable TV's capital expenditures,

excluding share acquisitions, aggre-

gated DKK 248m in 2002, a decrease

of DKK 4m compared with 2001.

The category 'Other' includes TDC A/S,

TDC Services, Belgacom and elimina-

tions. Capital expenditures, excluding

share acquisitions, aggregated DKK

386m in 2002, a decrease of DKK

1,031m compared with 2001, related

primarily to Belgacom.

Financial management 

and market-risk disclosures 

TDC is exposed to certain market and

credit risks related to its financial

portfolio, investments in foreign com-

panies, and purchases and sales of

goods and services denominated in

foreign currencies.

As a result, TDC has established risk

management policies and procedures

to identify, monitor and control each

of these risks. The Management

approves these policies and proce-

dures, and the Board of Directors

defines the highest acceptable levels

of exposure. 

The market values of financial assets

and liabilities and of interest-rate,

exchange-rate, credit and share-price

exposures are computed on a daily

basis. 

Generally, TDC holds or issues deriva-

tives for hedging purposes only.
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Capital expenditures DKKm

2002 2001

TDC Tele Danmark 3,072 3,629

TDC Mobile International 1,645 3,529

Domestic operations 704 1,933

European network operators 881 1,282

Talkline 60 314

TDC Switzerland 1,557 1,709

TDC Internet 762 631

TDC Directories 248 252

TDC Cable TV 29 22

Other1 386 1,417

TDC, excl. share acquisitions 7,699 11,189

Share acquisitions in other companies 1,186 12,112

TDC, incl. share acquisitions 8,885 23,301

1 Including TDC A/S, TDC Services, Belgacom and eliminations.



Market risk

Market risk generally represents the

risk of loss that may result from the

potential change in value of a finan-

cial instrument as a result of fluctua-

tions in interest rates, exchange rates

and equity prices. Furthermore market

risk includes credit risk and the refi-

nancing risk of the loan portfolio.

Refinancing

In order to reduce its refinancing risk,

TDC's aim is for 80% of the loan port-

folio to mature after one year. To

reduce the refinancing risk on short-

term debt, TDC has a buffer of com-

mitted credit lines.

Interest rate

TDC has raised floating and fixed

interest-rate loans with maturities 

of up to 10 years.

Debt management involves surveil-

lance of the duration of loans and the

interest-rate risk of TDC's net liabilities

according to a value-at-risk model.

Interest-rate swaps are used to achieve

the target duration. 

Exchange rate 

At the end of 2002, the net exchange-

rate exposure from the Company's

business and financial activities and

investments abroad were predomi-

nantly in CHF and EUR. Foreign

exchange-rate swaps are used to

minimize exposure.

As a general rule, TDC does not hedge

investments in foreign companies. The

investment in TDC Switzerland is,

however, fully hedged. Currency gains/

losses resulting from this activity are

reflected in currency translation

adjustments under shareowners'

equity.

Value at risk

Statistical models based on historical

prices can estimate potential losses

that could arise from changes in mar-

ket conditions. The estimates are cal-

culated using a probability-based

approach for measuring the Company's

exposure to market risk. 

TDC has performed a value-at-risk

analysis of all its significant financial

instruments. The calculation has a

one-year time horizon and a 95%

confidence level. Volatilities of and

correlations between exchange rates

and interest rates are included.

The estimate represents the maximum

potential loss to TDC, at a 95% con-

fidence level, from adverse changes 

in either interest rates or foreign

exchange rates over a one-year peri-

od.

The estimated maximum loss incurred

as a consequence of adverse changes

in interest rates amounted to DKK

950m compared with DKK 579m at

year-end 2001. 

The value-at-risk amount from

adverse changes in foreign exchange

rates was DKK 46m compared with

DKK 45m at year-end 2001. 

Such risk is not significant compared

with TDC's expected future earnings,

equity or market capitalization. 
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Value at risk on net interest-bearing debt1 DKKm

1Q01 2Q01 3Q01 4Q01 1Q02 2Q02 3Q02 4Q02

Interest rates 430 790 721 579 765 878 1,042 950

Foreign exchange rates 77 72 60 45 41 68 45 46

1 End-of-period figures for TDC A/S, TDC Tele Danmark A/S, TDC Mobile International A/S, TDC Internet A/S, TDC Directories A/S, TDC Services A/S and TDC Cable
TV A/S. The above value-at-risk figures do not include risks related to net investments in foreign companies.



Credit risk

TDC is exposed to credit risks in a

variety of areas: as a supplier of ser-

vices to Danish and international cus-

tomers and business partners, as a

counterparty to financial contracts,

and as a holder of securities. 

To manage credit risks associated with

the Company's financial contracts, a

set of policies and procedures has

been prepared stating approved maxi-

mum credit limits based on e.g. credit

ratings of counterparties.

Share price

TDC has no significant shareholdings

other than shares held in subsidiaries

and associated enterprises. 

To fulfill the commitments under 

the Company's share option scheme,

TDC held 1,671,471 shares or 0.77%

of the common shares at year-end

2002. 

TDC has entered into investment

advice agreements with its related

pension funds that all operate defined

benefit plans to protect investments

and optimize return. TDC is obliged to

cover any shortfall in these pension

funds' ability to comply with the pre-

mium reserve requirements under the

Danish Act on Company Pension

Funds.

Financial position 

Overall, TDC's financial position reflects

the cash flows generated by its oper-

ating activities and investments in

companies and assets, net of divi-

dends paid out.

At year-end 2002, cash and market-

able securities aggregated DKK 5,594m

compared with DKK 2,538m at year-

end 2001, while short-term debt

totaled DKK 2,357m compared with

DKK 15,052m at year-end 2001. 

This resulted in a net DKK 15,751m

increase in net liquid assets from DKK

(12,514)m to DKK 3,237m at year-end

2002. 

Long-term debt amounted to DKK

28,794m compared with DKK

22,124m at year-end 2001. 

Net interest-bearing debt amounted

to DKK 25,557m at year-end 2002, a

decrease of DKK 9,081m over the year.

The decrease reflects primarily the

cash inflow of DKK 4,860m from the

divestment of the Dutch mobile oper-

ator Ben including the indirect impact

from Belgacom. In addition, improve-

ments in EBITDA and working capital

as well as reductions in capital expen-
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Year-end net interest-bearing debt and cash, cash equivalents and credit available DKKm

TDC Group 2002 2001

Cash and marketable securities 5,594 2,538

Short-term debt (2,357) (15,052)

Net liquid assets 3,237 (12,514)

Long-term debt (28,794) (22,124)

Net interest-bearing debt (25,557) (34,638)

Cash and marketable securities 5,594 2,538

Undrawn committed short- and long-term credit lines 14,017 7,158

Total cash, cash equivalents and credit available 19,611 9,696



diture enhanced TDC's cash generation

and subsequently reduced net debt.

At year-end 2002, TDC's total cash and

credit available totaled DKK 19,611m

compared with DKK 9,696m at year-

end 2001, reflecting an increase of

DKK 9,915m in cash and committed

credit lines.

Legal proceedings 

TDC is a party to certain pending law-

suits in Denmark and other countries

and in certain pending cases with

Danish authorities and complaints

boards. The Management is of the

opinion that, even if the outcome of

these cases is not in TDC's favor, there

will be no significant adverse effect on

TDC's financial position. 

The TDC Group is a party to certain

arbitration cases brought against

other telecommunications companies.

A favorable outcome for TDC of these

arbitration cases could potentially

result in a substantial income. Due to

the nature of the arbitration cases it is

not possible for TDC to disclose further

information.

Recent developments 

As of February 27, 2003, TDC has full

ownership of TDC Switzerland, since 

all other shareholders exercised their

options to sell their shares to TDC. The

purchase price was CHF 1,553m. The

impact of this is included in TDC's

Outlook for 2003.

On January 16, 2003, TDC finalized the

pricing of EUR 1bn 7-year bonds. The

proceeds from the offering have been

used to buy the remaining shares

mentioned above. 

Legally effective as of January 1, 2003,

TDC merged TDC Tele Danmark A/S and

TDC Internet A/S into a new single

business line TDC Solutions A/S. The

legal process will be finalized during

the first half of 2003.

Other than the matters described in

this Annual Report and above, no

events have occurred since December

31, 2002 that materially affect the

assessment of the Group's financial

position. Further, it is estimated that

no material changes of major signifi-

cance to the Group's financial position

have occurred in the financial mar-

kets, including developments in inter-

est and foreign exchange rates.

Outlook

Information concerning the Outlook

for 2003 is by nature associated with

a certain level of risk and uncertainty.

These risks are elaborated in the Safe

harbor statement and section on Risk

factors. 

In general, all figures are excluding

one-time items and fair value adjust-

ments.

The Outlook is based on thorough

financial plans for each individual

business line, and is an overall con-

tinuation of the development seen in

2002 with growth in TDC Switzerland

and TDC Mobile International. Although

growth in these two business lines

will be somewhat lower than in 2002,

this will be partly offset by improved

growth performance in the new merged

business line TDC Solutions.

Net revenues for the TDC Group are

expected to total DKK 52.6bn in 2003,

a 2.8% increase compared with 2002.

EBITDA is expected to increase 3.4% to

DKK 14.8bn. 

TDC’s net income is expected to

decrease 12.4% from DKK 2.2bn in

2002 to DKK 1.9bn in 2003. This

development is significantly impacted

by the acquisition of the remaining

shares in TDC Switzerland in February

2003. Adjusted for this, net income is

expected to increase 14.7%.

TDC Solutions, the new merged busi-

ness line of the former TDC Tele

Danmark and TDC Internet, will focus

on improving customer orientation

and branding of TDC, broadband
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expansion with one customer inter-

face and improving profitability and

productivity. As a result, TDC Solutions'

net revenues are expected to total DKK

19.5bn, with EBITDA of DKK 5.7bn in

2003. EBITDA is almost unchanged

compared with 2002, reflecting a sig-

nificant improvement on the devel-

opment from 2001 to 2002, where

EBITDA decreased 7.5%.

TDC Mobile International will continue

to focus on defending and expanding

its leading domestic position and

continue the growth in international

activities. Net revenues are expected

to increase 3.3% to DKK 16.8bn in

2003. EBITDA is expected to grow

8.4% to DKK 3.5bn in 2003. 

Growth in 2003 will be impacted by

the deconsolidation of UMC and the

restructuring of Talkline; and adjusted

for this, 6.8% growth in net revenues

and 13.4% growth in EBITDA is

expected, driven by improved finan-

cial performance in all operations.

With the current weak Swiss economic

climate, TDC Switzerland will focus on

consolidating and increasing current

market positions in all segments dur-

ing 2003. TDC Switzerland is also

expected to continue to realize merger
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Outlook for 2003 (excluding one-time items and fair value adjustments ) DKKbn

2003 2002 Growth (%)

TDC Solutions

Net revenues 19.5 19.4 0.5

EBITDA 5.7 5.8 (1.4)

TDC Mobile International

Net revenues 16.8 16.3 3.3

EBITDA 3.5 3.2 8.4

TDC Switzerland

Net revenues 9.6 8.9 7.5

EBITDA 1.7 1.3 34.0

TDC Cable TV

Net revenues 1.5 1.3 12.1

EBITDA 0.1 0.0 -

TDC Directories

Net revenues 1.5 1.5 -

EBITDA 0.4 0.4 -

Other1

Net revenues 3.7 3.8 (2.6)

EBITDA 3.4 3.6 (4.7)

TDC Group

Net revenues 52.6 51.2 2.8

EBITDA 14.8 14.3 3.4

Net income 1.9 2.2 (12.4)

1 Includes TDC Services, Belgacom, TDC A/S and eliminations.



synergies and subsequent cost decreases,

although at a lower pace than seen so

far. Consequently, net revenues of DKK

9.6bn and EBITDA of DKK 1.7bn are

expected in 2003, equaling growth of

7.5% and 34.0%, respectively, com-

pared with 2002. EBITDA growth is

impacted by some non-recurrent

EBITDA gains in 2002. 

During 2003, TDC Cable TV will focus

on expanding its domestic position

through increasing the customer base.

Net revenues of DKK 1.5bn and EBITDA

of DKK 0.1bn are expected in 2003.

After a year with some disappointing

results, TDC Directories will consolidate

its Nordic and leading domestic posi-

tion in the printed and online supply

of directory information. In line with

this strategy, however, facing tough

competition in a weak advertising

market, net revenues of DKK 1.5bn

and EBITDA of DKK 0.4bn are expected

in 2003.

The category ‘Other’ includes TDC

Services, TDC A/S, Belgacom and the

elimination of internal settlements

between business lines. Net revenues

from this category are expected to

aggregate DKK 3.7bn in 2003, and

EBITDA is expected at DKK 3.4bn.

Risk factors related to TDC’s business 

This section describes risks related to

our markets, technology, regulation

and litigation.

Markets and technology

The Danish telecommunications sector

is highly competitive and to remain

profitable in this market, TDC must

maintain attractive prices. TDC's com-

petitors in the landline sector have

been lowering their prices for national

and international calls. Prices in the

mobile market are also decreasing due

to strong competition. Although tradi-

tionally TDC's prices for landline and

mobile telephony as well as leased

lines have been among the lowest in

the European Union, market pressures

continue to intensify. TDC therefore

expects to encounter increasing com-

petition in the Danish telecommuni-

cations market, which may result in a

reduction of tariffs and loss of market

share. Any such reductions would

adversely affect TDC's revenues and

profit margins.

The mobile communications sectors in

Denmark and Switzerland have some

of the highest penetration rates in the

world. TDC's ability to achieve further

revenue growth in these sectors will

depend on a number of factors,

including the ability to develop and

market attractive services at competi-

tive prices. If TDC fails to maintain its

established position in these markets,

its ability to introduce new products

and services and correspondingly

achieve revenue growth in the mobile

telephony sector will be hindered. In

Switzerland, the future growth in the

medium and long term is primarily

dependent on the ability to enter the

business market. 

TDC's activities within international

mobile communications markets range

from markets with high penetration

rates, such as Denmark, to those with

relatively low penetration rates, such

as Poland. TDC's ability to achieve fur-

ther revenue growth in these markets

will depend on a number of factors,

including TDC's ability to increase cus-

tomer bases in areas with low mobile

penetration rates and TDC's ability to

develop and market attractive services

at competitive prices. 

TDC was awarded one of four UMTS

licenses in the September 2001

Danish UMTS auction. TDC's operations

in Switzerland, Poland and Austria

were also awarded UMTS licenses in

2000 and 2001. TDC's ability to pro-

vide UMTS services in Denmark and

within its international markets will

depend on the successful roll-out of

UMTS networks within these countries.

The use of UMTS technology will

require the reuse of existing GSM sites

and deployment of a number of new
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base station sites to be built to serve

these operations. TDC's strategic part-

ners and TDC may experience difficul-

ties in procuring sufficient new sites

due to the limited availability of new

sites and increasing public concern

over possible adverse health effects

related to the electromagnetic trans-

missions emitted from mobile base

stations, as well as aesthetic and

other public concerns. TDC's strategic

partners and TDC may also experience

technical difficulties in setting up

UMTS networks, as installation of new

equipment must be based on a tech-

nology that has so far been commer-

cially proven only on a limited scale.

The strict rules on radiation regula-

tions that apply in Switzerland

increase the costs for GSM and UMTS

networks and could further increase

costs. 

TDC's operations also depend on the

timely availability of network equip-

ment and commercially viable hand-

sets from suppliers. The uncertainty

surrounding the availability of equip-

ment and handsets could have an

adverse effect on TDC's strategy for

offering UMTS services. Furthermore,

there is no guarantee of the extent

to which UMTS products and related

products will penetrate the Danish or

international markets. Finally, increased

competition may be expected from the

new UMTS-based mobile operators in

the Danish market, resulting in poten-

tial increases in customer acquisition

costs.

TDC also expects to encounter increas-

ing competition in the Danish Inter-

net, cable-TV and directories markets.

Due to market pressures, TDC may

need to reduce prices to remain prof-

itable in these sectors, or risk losing

market share.

TDC Cable TV is expected to face

increased competition from a number

of sources, including large antenna

associations, satellite television pro-

viders and other alternative content

sources. 

As TDC Directories' business moves

online, the company expects competi-

tion to intensify in the printed direc-

tories market. 

The success of the landline, mobile,

Internet, cable-TV and directories

operations will depend on TDC's ability

to keep pace with continuing changes

in technology. TDC expects technology

to continue developing rapidly in all

product lines: landline, mobile,

Internet, cable TV and directory ser-

vices. If TDC is too slow in developing

new technologies in these areas TDC's

services may become non-competi-

tive. In addition, these technologies

may not prove commercially viable in

the long run and there is a risk that

TDC may be unable to earn an ade-

quate return on, or recover the costs

of, the investments TDC is making to

develop and market products relying

on these technologies. Especially for

landline telephony, increased compe-

tition is foreseen from IP-based virtual

private networks and the migration

from fixed to mobile telephony for

certain market segments.

TDC expects to continue the successful

integration of the existing portfolio

into its business, thereby continuing

to harvest synergies. Because TDC's

expansion has taken place in a num-

ber of countries, TDC needs to ensure

that it recognizes and addresses man-

agement and communications diffi-

culties that may arise in cross-border

integrations, in order to carry on suc-

cessfully integrating the company. 

If TDC is not able to integrate the

acquired companies successfully, TDC

may not achieve the benefits expected

from expansion, and the business

strategy, results of operations and

financial condition may be adversely

affected.

More than half of TDC's 2002 net

revenues were generated outside

Denmark, primarily in Switzerland,

Belgium, Germany, Austria, Lithuania

and Poland, where TDC's businesses

conduct their operations and where
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financial statements are prepared in

currencies other than the Danish kro-

ner. Any loss in the value of these

currencies against the Danish kroner

will have a negative impact on the

value of TDC's investments in the rele-

vant business and the amount of

income TDC derives from it, in each

case as reflected in TDC's Financial

Statements, which are reported in

Danish kroner.

On January 1, 2002 the euro was

implemented as the single currency

for a number of European countries,

following its launch in the EMU zone

on January 1, 1999. Denmark has not

adopted the euro as its official cur-

rency. TDC has not faced increased

pressure, nor does it expect any further

business opportunities due to the

euro launch.

The performance of the international

operators in which TDC has minority

interests may be dependent on the

financial or strategic support of other

shareowners. TDC has various minority

interests in international mobile oper-

ators that may rely on TDC and/or

other shareowners for strategic and

financial support. Such other share-

owners may fail to supply the required

operational, strategic and financial

resources relating to, among other

things, the build-out of infrastructure,

regulatory costs and effective market-

ing, which could be expected to

adversely affect both the ability of

these operations to compete and the

return on our investment.

Regulatory issues 

Since the mid-nineties, when the

Danish telecommunications sector 

was liberalized and fully privatized,

Denmark has developed a compre-

hensive regulatory regime governing

its telecommunications sector. This

regime requires TDC to deliver a broad

range of products to the retail and

wholesale markets, and also subjects

TDC to price regulation. Concerning

landline telephony, TDC is subject to

specific regulation of retail and

wholesale pricing, as well as specific

requirements regarding accounting

separation and reporting, whereas

concerning mobile telephony, TDC is

subject primarily to specific require-

ments regarding accounting separa-

tion and reporting as well as regula-

tion allowing user number portability

when switching between operators.

In addition to the Danish sector-spe-

cific telecommunications regulation,

TDC is governed by general competi-

tion legislation. 

As regards retail prices, TDC is subject

to a price cap on basic landline tele-

phony services according to the tele-

communications regulation. The Danish

National IT and Telecom Agency has

determined that TDC's retail prices on

a basket of basic landline telephony

services must be reduced in real terms

by 4.0% in 2003 and 4.0% in 2004.

The regulation will annually have an

unfavorable effect on TDC's revenues

and earnings as prices will continually

be reduced.

On the wholesale market, the tele-

communications regulation covers the

majority of TDC's wholesale prices.

Until 2002, these wholesale prices

were regulated mainly on the basis 

of historical cost analyses and best-

practice benchmarking against corre-

sponding international prices.

From January 1, 2003, the prices on

switched interconnection traffic, co-

location, interconnect capacity, shared

access and raw copper (unbundled

access to the local loop) as well as

related co-location are based on the

results of the long-run average incre-

mental cost model (or LRAIC), which

with respect to pricing switched inter-

connection, co-location and intercon-

nection capacity imply substantially

lowered prices. This regulatory initia-

tive will have an adverse effect on

TDC's revenues and profit margins, as

the prices TDC can charge for whole-

sale services are reduced. As regards

raw copper, the implementation of

LRAIC prices will result in increased
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prices. However, in 2003, the price of

raw copper will remain equal to the

price in 2002, as the price increase

will be implemented over an expected

period of seven years from 2004. It is

expected that the marginal update of

the LRAIC model in 2004 and 2005

will result in only minor changes in

interconnection prices. Each third

year, again in 2006, the model may

be subject to a substantial update or

revision.

The EU has passed five new directives

on the regulation of the telecommu-

nications market, which are required

to be implemented in Danish legisla-

tion by July 25, 2003. The main prin-

ciples of the EU package in relation to

regulating interconnect traffic is that

the Danish National IT and Telecom

Agency has to carry out market analy-

ses on a number of markets to be

identified on the basis of a recom-

mendation from the EU Commission.

Based on the market analyses, the

authority has to decide whether the

market is subject to competition

imperfections. If imperfections are

identified, the authority must desig-

nate one or more operators as having

significant market power (SMP-status)

on the relevant market and must

decide to adopt one or more regula-

tive measures appropriate to eliminate

the imperfections. The market analy-

ses are expected to be initiated in

mid-2003. Until the market analyses

of relevant markets are carried out

and the authority has decided whether

or not to adopt regulative measures,

the existing level of regulation will be

maintained on the relevant market.

More than half of TDC's 2002 net reve-

nues are related to European opera-

tions outside Denmark. TDC has sub-

stantial international operations that

may be affected by a lack of foreign

liberalization of the telecommunica-

tions sector and political, economic

and legal developments in foreign

countries.

While the telecommunications markets

in Western Europe are highly deve-

loped, the Swiss market is slightly less

developed than the rest of Western

Europe and the markets in Eastern

Europe are currently subject to mini-

mal liberalization. As a result, TDC

operations in Europe could be subject

to unexpected political, economic or

legal developments in the telecom-

munications sector, i.e. TDC Switzer-

land's access to the unbundled local

loop and other resources that are cur-

rently hindered.

Safe harbor statement 

Certain sections of this Annual Report

contain forward-looking statements

that are subject to risks and uncer-

tainties. Examples of such forward-

looking statements include, but are

not limited to: projections or expecta-

tions of revenues, income (or loss),

earnings (or loss) per share, dividends,

capital structure, other net financials

or ratios; statements of our plans,

objectives or goals including those

related to products or services; state-

ments of future economic perfor-

mance; and statements of assump-

tions underlying such statements.

Words such as 'believes', 'anticipates',

'expects', 'intends', 'aims' and 'plans'

and similar expressions are intended

to identify forward-looking statements

but are not the exclusive means of

identifying such statements.

By their very nature, forward-looking

statements involve inherent risks and

uncertainties, both general and spe-

cific, and risks exist that the predic-

tions, forecasts, projections and other

forward-looking statements will not

be achieved. We caution readers that

a number of important factors could

cause actual results to differ materially

from the plans, objectives, expecta-

tions, estimates and intentions

expressed in such forward-looking

statements made by us or on our

behalf. These factors include, but are

not limited to, economic trends and

developments in financial markets

and the economic impact of unex-

pected events; technological develop-

ments; changes in applicable Danish
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and EU legislation; changes in inter-

connect rates; developments in com-

petition within domestic and interna-

tional communications solutions;

introduction of and demand for new

services and products; developments

in the demand, product mix and

prices in the mobile market, including

marketing and customer acquisition

costs; developments in the market for

multimedia services; the possibilities

of being awarded licenses; develop-

ments in TDC's international activities,

which also involve certain political

risks; and investments and divesti-

tures in domestic and foreign compa-

nies.

We caution that the above list of

important factors is not exhaustive.

When relying on forward-looking

statements to make decisions with

respect to us, investors and others

should carefully consider the foregoing

factors and other uncertainties and

events. Such forward-looking state-

ments speak only as of the date on

which they are made and we do not

undertake any obligation to update or

revise any of them, whether as a

result of new information, future

events or otherwise.
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