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MMARY INFORMATION ON THE CONSOLIDATED FINANCIAL STATEMENTS AT

SEPTEMBER 30. 2003

(Amounts in million of Argentine constant pesos or as expressly indicated)

1. General considerations

Telecom Argentina reached a consolidated net income of $779 million for the nine-month period ended September 30, 2003 ( 9MO03 ).
Comparatively, consolidated net loss for the nine-month period ended September 30, 2002 ( 9IMO02 ) was $4,137 million.

Earnings per share and ADR for 9M03 amounted to $0.79. In comparison, the loss per share and ADR for 9IM02 was $4.20.

Gross profit, operating profit before depreciation and amortization, operating profit/(loss) and net income/(loss) for 9MO3 represented 29%,
53%, 1% and 29% of net sales, respectively; compared with 30%, 45%, (5%) and (131%), respectively, for 9IMO02.

As indicated in Note 3.1.d to the Consolidated financial statements, such statements have been prepared in accordance to the legal accounting
standards established by the Comisién Nacional de Valores ( CNV ), that recognizes the inflationary effect up to February 28, 2003, date in which
the CNV has required the companies under its supervision to discontinue the inflation adjustment method. Accordingly, the figures as of
September 30, 2002 have been adjusted using the adjustment factor of 0.9938 that corresponds to the Wholesale Price Index for the period
September 2002 to February 2003.

The Company is including additional information in order to provide a better understanding of the business including figures that have not been
adjusted by inflation (not required by Argentine GAAP) and which were used as the base for the information presented in constant pesos. It is
recommended the reading of the Financial Statements 2003 " guarter in the Company s website (www.telecom.com.ar) for a better
comprehension on these figures.

Nine-month periods ended September 30, 2003 2002

Net sales 2,711 3,151



Edgar Filing: TELECOM ARGENTINA STET FRANCE TELECOM SA - Form 6-K

Cost of services provided (1,929) (2,211)
Gross profit 782 940
Administrative expenses (182) (230)
Sales expenses (576) (853)
Operating profit (loss) 24 (143)
Equity losses from related companies 2 (18)
Depreciation of goodwill (10)
Financial and holding results 529 (5,862)
Other expenses, net (138) (115)
Debt restructuring results 375

Net income (loss) before income tax and minority interest 792  (6,148)
Income tax 1,990
Minority interest (13) 21
Net income (loss) 779  (4,137)
Earnings per share (in pesos) 0.79 (4.20)

2. Company activities

Consolidated net revenues

Consolidated net revenues for the 9MO3 totaled $2,711 million, a decrease of $440 million or 14%, as compared with $3,151 million for the
9MO2. It should be noted that the regulated rates remained frozen after the pesification enforced by the Argentine government on January 6,
2002. Revenues for the period, without the inflation adjustment, would have reached $2,710 million, an increase of $342 million or 14%
compared to the 9MO02 ($2,368 million). The increase can be largely attributed to

SUMMARY INFORMATION ON THE CONSOLIDATED FINANCIAL STATEMENTS AT SEPTEMBER 30, 2003
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higher prices in the data transmission, Internet and Domestic Long Distance services and to the recovery in the demand, particularly in the
cellular business in Argentina.

Measured service, the main component of revenues in the basic telephony business, decreased by $132 million, or 16%, to $673 million during
the 9MO3 as compared to the 9M02. Non-adjusted figures would have shown an increase of $79 million, or 13%. Revenues from domestic long
distance increased as a consequence of higher traffic and higher average rates prompted by the reduction of promotional discounts. Revenues
from local telephony also increased due to higher traffic.

Total traffic volume (Local and DLD), measured in minutes, increased by 3% for the 9M03 as compared to the 9M02. However, the outgoing
international long distance traffic, measured in minutes, decreased by 18%, as compared to the 9M02.

Monthly charges decreased by $162 million, or 27%, to $448 million for the 9MO03 as compared to the 9M02. Non-adjusted figures would have
shown an increase of $10 million, or 2%, mainly due to the increase in revenues from Supplementary Services. Lines in services as of September
30, 2003 increased to approximately 3,623,000, due to the slight recovery in demand, compared to approximately 3,610,000 as of September 30,
2002. Moreover, monthly charges remained stable after the pesification and freeze enforced by the Argentine government in January 6, 2002.

Revenues from installation fees paid by new customers increased by $4 million or 25%, to $20 million for the 9MO03 as compared to the 9IMO02.
Non-adjusted figures would have shown an increase of $8 million or 67%, largely due to a higher number of lines connected.

Public telephony revenues decreased by $25 million or 17% to $126 million for 9MO03 as compared to the 9IM02. Non-adjusted figures would
have shown an increase of $16 million or 15%, as a consequence of the higher traffic generated by public telephony telecommunication centers
( Telecentros ).

Revenues generated by interconnection services during the 9MO03 decreased by $22 million or 16%, to $119 million. Non-adjusted figures would
have shown an increase of $14 million or 13% mainly due to the application of the Reference Stabilization Index ( Coeficiente de Estabilizacién
de Referencia or CER ) to the prices of these services.

Regarding the international telephony business, during the 9MO03, revenues decreased by $55 million or 26%, to $156 million as compared to the
9MO02. Non-adjusted figures would have shown no changes.



Edgar Filing: TELECOM ARGENTINA STET FRANCE TELECOM SA - Form 6-K

Revenues generated by the data transmission business totaled $247 million during the 9MO03, representing a decrease of $25 million or 9%, as
compared to the 9MO02. Non-adjusted figures would have shown an increase of $34 million or 16%, as a consequence of higher revenues
generated by the ground networks and lease of data circuits. Additionally, internet dial-up measured services increased as a consequence of the
higher number of Internet subscribers that use local numbers with 4004 or similar numbering to access Telecom s network. As of September 30,
2003 Internet minutes represented 33% of total traffic measured in minutes transported over the fixed-line network.

Internet revenues showed no changes remaining at $44 million during the 9M03. Non-adjusted figures would have shown an increase of $12
million or 38%, mainly due to the higher number of subscribers and the increase in ADSL high-speed access and dial-up monthly fees. As of
September 30,

SUMMARY INFORMATION ON THE CONSOLIDATED FINANCIAL STATEMENTS AT SEPTEMBER 30, 2003
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2003, the number of Arnet s ADSL subscribers reached approximately 39,600. Furthermore, Internet dial-up customers reached approximately
154,000.

The revenues generated by the cellular business during the 9MO03 increased by $2 million or 0.1%, to $817 million as compared to the 9MO02.
Non-adjusted figures would have shown an increase of $173 million or 27%.

Non-adjusted revenues of Telecom Personal in Argentina would have increased by $214 million or 43%, to $706 million as compared to the
similar period of fiscal year 2002 mainly due to the higher number of subscribers, higher sales of pre-paid cards, higher Calling Party Pays
revenues (CPP), the increase in revenues originated by charges for the termination of calls coming from other cellular operators, and the increase
in national and international roaming charges.

Furthermore, the average revenue per user increased by 26% (to $30 per customer, denominated in current pesos). Total cellular subscribers of
Telecom Personal in Argentina reached approximately 2,425,000 at September 30, 2003, representing an increase of approximately 273,000
customers, or 13%, compared to September 30, 2002.

SUMMARY INFORMATION ON THE CONSOLIDATED FINANCIAL STATEMENTS AT SEPTEMBER 30, 2003
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The customer base as of September 30, 2003 amounted to approximately 1,996,000 prepaid subscribers, representing 82% of the total customer
base, and approximately 429,000 post-paid subscribers, representing the remaining 18% of the total customer base.

Nicleo, Telecom Personal s subsidiary that provides cellular and PCS services in Paraguay, generated $111 million in revenues during the 9MO03,
which are consolidated into the revenues of Telecom Personal. This represented a decrease of $41 million or 27% as compared to the similar
period of fiscal year 2002. The decrease can be mainly attributed to the appreciation of the peso against the Paraguayan guarani as these

revenues are denominated in Paraguayan currency, and to the slight decrease in the customer base. As of September 30, 2003, Nicleo had
approximately 519,000 cellular and PCS customers, a decrease of approximately 27,000 customers, or 5%, as compared to September 30, 2002.

In the directories edition business, revenues from the subsidiary Publicom decreased by $2 million for the nine-month periods ended September
30, 2003, and 2002. Non-adjusted figures would have shown a decrease of $1 million.

Nine-month periods ended September 30, 2003 2002
National basic telephone service 1,443 1,803
International telephone service 156 211
Data transmission 247 272
Internet 44 44
Cellular telephony 817 815
Directories edition 4 6
Total net sales in constant pesos 2,711 3,151

Operating costs

The cost of services provided, administrative expenses and selling expenses for the 9M03 decreased by $607 million or 18%, to $2,687 million
as compared to the 9IM02, mainly as a result of the inflation adjustment of figures as of September 30, 2002 and to cost reduction plans
implemented by the Company. In the case of not applying the inflation adjustment to the operating costs before depreciation and amortization,
such costs would have decreased for the 9MO03 to $1,261 million or $33 million or 3%.

Salaries and social security contributions decreased by $108 million, or 23%, to $363 million for the 9M03. Non-adjusted figures would have
shown an increase of $12 million or 3%, primarily due to the increase in social security contributions since March 1, 2003 and the extraordinary
bonuses and salary increase for unionized and non-unionized employees. This effect was partially offset by the reduction in headcount. As of
September 30, 2003, the headcount totaled 12,873 as compared to 14,112 as of September 30, 2002.

11
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Expenses related to taxes (including turnover taxes and taxes on bank debit and credit) decreased by $24 million or 11%, to $189 million for the
9MO3. Non-adjusted figures would have shown an increase in taxes of $29 million or 18%, mainly due to the increase in the turnover tax in the
fixed telephony and the cellular business as a consequence of the increase in sales.

Materials and supplies charges decreased by $32 million, or 23%, to $108 million for the 9MO03. Non-adjusted figures would have shown an
increase of $4 million, or 4%, mainly due to higher expenses associated with the installation of new lines and maintenance of the network in the
fixed business.

SUMMARY INFORMATION ON THE CONSOLIDATED FINANCIAL STATEMENTS AT SEPTEMBER 30, 2003
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The allowance for doubtful accounts decreased by $178 million or 90% to $19 million for 9MO03. Non-adjusted figures would have shown a
decrease of $114 million or 86%. The decrease was evidenced in the fixed lines business ($77 million) that is related to the decrease in customer
lines as a consequence of the crisis of year 2002 and in the cellular business ($37 million).

Commissions paid to vendors and card sales increased by $16 million, or 31%, to $68 million for the 9M03. Non-adjusted figures would have
shown an increase of $24 million, or 55%, as a consequence of higher commissions paid for new cellular customers and sales of prepaid card.

SUMMARY INFORMATION ON THE CONSOLIDATED FINANCIAL STATEMENTS AT SEPTEMBER 30, 2003

13
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Interconnection costs decreased by $12 million or 11% to $100 million for the 9MO03. Non-adjusted figures would have shown an increase of
$17 million, or 20%, mainly as a result of higher charges paid for local and long distance access, circuit rentals and termination charges for
traffic related to 4004 services in the Internet business and the application of the CER to the prices of these services.

Service fees (including fees for debt restructuring process) decreased by $14 million or 16% to $75 million for the 9M03. Non-adjusted figures
would have shown an increase of $6 million or 9%, principally due to higher fees related to information systems.

Management services fees arising mainly from special missions decreased by $20 million, or 91%, to $2 million for the 9MO03. Non-adjusted
figures would have shown a decrease of $11 million or 85%, as the Company and the Operators agreed to suspend certain provisions of both
parties of the management contract, starting April 1°, 2002. As a consequence, the accrual and the payment of the management fee (except for
the services related to the special missions requested by the Company) have been suspended from such day and until the termination of the
Management Contract provided in point 7.2. of such contract (October 2004). Only the special services requested by Telecom have been paid.

Costs related to advertising decreased by $8 million, or 33%, to $16 million for the 9M03. Non-adjusted figures would have shown a decrease of
$1 million or 6%. This is mainly due to lower media advertising and promotional and institutional campaigns expenses resulting from the cost
control plan.

Cost of cellular handsets decreased by $7 million or 58% to $5 million. Non-adjusted figures would have shown a decrease of $4 million, or
44%, mainly due to the lower number of cellular handsets sold.

Other expenses decreased by $59 million, or 21%, for the 9MO03, reaching $226 million. Non-adjusted figures would have shown an increase of
$6 million, or 3%, mainly due to higher charges for the termination of calls coming from other cellular operators and higher roaming charges.

Depreciation of fixed assets decreased by $137 million or 9%, to $1,342 million during the 9MO03 as a consequence of the end of the
amortization period of some assets and lower depreciation of capitalized foreign currency exchange differences originated by financial debt.

Finally, amortization of intangible assets decreased by $2 million or 2% to $81 million for the 9M03, mainly due to lower charges related to
exclusivity rights and information systems development in the cellular business.

Nine-month periods ended September 30, 2003 2002

14
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Wages and social benefits (363) 471)
Taxes (60) (78)
Turnover tax (100) (100)
Taxes on bank debits and credits 29) 35)
Materials and supplies (108) (140)
Transport and freight (20) 30)
Bad debts expense (19) (197)
Interconnection costs (100) (112)
Settlement outgoing expenses 57 (82)
Lease of circuits (36) (33)
Fees for debt restructuring process (14) (15)
Fees for services 61) (74)
Management fees 2) 22)
Advertising (16) 24)
Cost of cellular handsets ) (12)
Agent commissions and card sales (68) (52)
Roaming (28) 27)
Charges for termination of calls coming from other cellular operators 31)

Other (147) (228)
Subtotal 1,264) (1,732)
Depreciation of fixed assets (1,342)  (1,479)
Amortization of intangibles assets (81) (83)
Operating costs (2,687) (3,294)

SUMMARY INFORMATION ON THE CONSOLIDATED FINANCIAL STATEMENTS AT SEPTEMBER 30, 2003
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Financial and holding results

The gains resulting from financial and holding results reached $529 million for the 9M03 as compared to the loss of $5,862 million for the
9MO2. This improvement can be largely attributed to the $1,006 million gain arising from currency exchange differences derived from the
appreciation of the Peso during the nine-month period of 2003, which affected the Company s net foreign currency monetary position.
Additionally, as a consequence of the lower exchange rate, the interest on foreign currency liabilities decreased by $203 million as compared
with the 9MO02.

Other expenses, net

Other expenses, net increased $23 million, or 20%, to $138 million for the 9M03 as compared to the 9MO02 due to higher reserves for lawsuits
and contingencies and higher severance and termination charges.

Cash flow and net financial debt

Net Financial Debt (Loans Cash and banks plus Current Investments) decreased by $3,272 million or 30% to $7,554 million for the 9MO03 as
compared with the 9MO02 ($10,826 million in current pesos), as a consequence of the lower foreign exchange rate, the results of the Cash Tender
Offer and the cash generation from operations.

Investment plan

Telecom has made investments in fixed assets of $20,857 million, since the start of operations on November 8, 1990, of which $60 million
corresponds to the 9MO03. Likewise, a $ 5 million investment was made in Intangible Assets. As of September 30, 2003, the net book value of
fixed assets and intangible assets totaled $9,169 million.

Of the total amount invested during the 9M03, $36 million, or 55%, corresponds to basic telephony, data transmission and Internet (public
telephony 8%, transmission 25% and outside plant 36%, switching 14% and computer equipment 11%) and $29 million or 45% to cellular
telephony.

Recent developments

Nortel Inversora

16
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On September 9, 2003, France Telecom announced the sale of its interests in Nortel Inversora (the controlling shareholder of Telecom
Argentina) to the argentine group Werthein for the amount of US$ 125 million. This transaction is subject to regulatory approval.

Telecommunications Fund

The Argentine government has launched a Fund for the Development of the National Telecommunications Industry aimed to grant credits to
vendor companies in the telecommunications sector.

Telecom Argentina, among other companies in the telecommunication sector, has committed contributions to the Fund.

Project for a new Telecommunications Law

The Secretariat of Communications has called for a National Congress of Telecommunications to all participants of the telecommunication
sector. The aim of the meetings is to exchange ideas that will serve as the foundation for the project of the new Telecommunications Law. The
sector is actually regulated by a law that dates from 1972 and several decrees issued after that date.

Telecom Personal launched MMS

Telecom Personal is the first cellular operator in Argentina to provide Multimedia Mobile Services using the GSM technology.

MMS allows customers to take pictures with cellular phones and send them instantly to other terminals or to e-mail addresses. Other services to

SUMMARY INFORMATION ON THE CONSOLIDATED FINANCIAL STATEMENTS AT SEPTEMBER 30, 2003
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be provided include the possibility to send and receive text, image and audio among GSM clients of Personal.

New Employees

In September 2003, Telecom announced the incorporation of 1,393 employees that were previously working for the Company but under
contracts with third parties, keeping all their social benefits, as from October 1%. These employees are in charge of the client attention services
(mainly the Call Center, 110 Information Service, 112 Service repair, Back-office. International Service, and client attention services in Personal
and Arnet among others).

3. Summary comparative consolidated balance sheets

2003 2002 2001 2000 1999
September 30,
Current assets 2,589 2,283 2,819 4,012 3,419
Non current assets 9,381 11,452 12,061 12,648 12,305
Total assets 11,970 13,735 14,880 16,660 15,724
Current liabilities 9,981 12,478 3,802 4,660 3,570
Non current liabilities 343 144 5,810 6,467 6,489
Total liabilities 10,324 12,622 9,612 11,127 10,059
Minority interest 23 8 27 29 33
Temporary differences from translation 27 39
Shareholders equity 1,596 1,066 5,241 5,504 5,632
Total liabilities, minority interest, temporary differences from translation and
Shareholders equity 11,970 13,735 14,880 16,660 15,724
4. Summary comparative consolidated statements of operations

2003 2002 2001 2000 1999

Nine-month periods ended September 30,

18
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Net sales 2,711 3,151 5,356 5,558 5,456

Operating costs (2,687)  (3,294) (4,606) (4,597) (4,257)

Operating profit (loss) 24 (143) 750 961 1,199

Equity income (losses) from related companies 2 (18) ) 2)

Depreciation of goodwill (10) (13) (11) (11)

Financial and holding results 529 (5,862) (365) (363) (279)

Other expenses, net (138) (115) (109) (83) (112)

Debt restructuring results 375

Net income (loss) before income tax and minority interest 792 (6,148) 258 502 797

Income tax 1,990 (116) (207) (314)

Minority interest (13) 21 2 4

Net income (loss) 779 4,137) 142 297 487

Earnings per share (in pesos) 0.79 (4.20) 0.14 0.30 0.49

5. Fixed telephone service statistical data (in physical units)

September 30, 2003 2002 2001 2000 1999
Accumulated Quarter Accumulated Quarter Accumulated Quarter Accumulated Quarter Accumulated Quarter

Installed lines 3,800,604 304 3,802,400 6 3,796,460 13,624 3,680,489 97,650 3,577,807 11,381

Lines replaced

(a) 1,851,232 1,851,232 1,851,232 1,817,084 1,816,935 29,581

Lines in service

(b) 3,622,749 44,192 3,610,130 (22,129) 3,892,229 (21,913) 3,744,620 189,682 3,422,596 21,340

Customers lines 3,327,514 42,444 3,310,342  (20,921) 3,586,679 (28,937) 3,475,518 175,214 3,201,676 6,022

Public phones

installed 79,446 86 79,497 (182) 82,574 (158) 78,738 727 71,407 7,961

Percentage of

lines connected

to digital

exchanges 100.0 100.0 100.0 100.0 100.0

Lines in service

per 100

inhabitants (c) 19.4 0.2 19.6 (0.1) 21.3 0.2) 20.7 1.0 19.1 0.1

Lines in service

per employee 342 10 326 (1) 379 1 382 13 369 8

Investment in

Fixed assets in

million of pesos

(a) 20,857 26 20,777 28 20,287 178 19,119 675 17,050 740

(a) As from 11.8.90.

(b) Includes Direct Inward Dialing numbers that do not occupy lines installed capacity.

(c) Corresponding to the northern region of Argentina.

19
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September 30,

Liquidity (¥
Solvency @
Locked up capital ®

(M Current assets/Current liabilities.

@ Shareholders equity plus minority interest and temporary differences from translation/Total liabilities.

3 Non current assets/Total assets

Purchase Offer

2003

0.26
0.16
0.78

2002

0.18
0.09
0.83

2001

0.74
0.55
0.81

2000

0.86
0.50
0.76

1999

0.96
0.56
0.78

SUMMARY INFORMATION ON THE CONSOLIDATED FINANCIAL STATEMENTS AT SEPTEMBER 30, 2003
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7. Outlook

The 3Q03 went on with a economically stable context. However, the exchange rate of the argentine peso against the U.S. dollar and the Euro
showed a negative trend. The levels of activity also continued with the positive trend shown in previous periods although they decelerate the
rhythm of growing. Likewise, the rates of inflation remained stable.

The Company s operations are still affected, in general, by the macroeconomic scenario uncertainty and, in particular, by the lack of resolution of
the tariff structure renegotiation. It should be noted that the negative trend in the exchange rate generated losses arising from currency exchange
differences that were the main cause of the consolidated net losses for the 3Q03.

In the context of the debt restructuring, after the expiration of the cash tender offer that took place in the previous quarter, the Company is
ongoing the last stage of the debt restructuring process, continuing the conversations with its main financial creditors in order to find a final
resolution to the debt restructuring process.

In this uncertain context, Telecom is still working hard to maintain the quality of the service and to reduce its cost structure and adapt it to the
new environment. Notwithstanding the Company has significantly reduced its investment program, the Company is evaluating several
investment projects in services in competence, which has a potential growth that will generate a substantial increase of cash inflows.

Amadeo R. Vazquez

President

SUMMARY INFORMATION ON THE CONSOLIDATED FINANCIAL STATEMENTS AT SEPTEMBER 30, 2003
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Alicia Moreau de Justo 50 Buenos Aires

FISCAL YEAR No. 15 beginning January 1, 2003 with comparative information for
the nine-month period ended September 30, 2002 and for the year ended

December 31, 2002 (see Note 3.1.c)

CONSOLIDATED FINANCIAL STATEMENTS AT SEPTEMBER 30, 2003 and 2002

Principal Company activity: Telecommunication services and the marketing of equipment, infrastructure and goods of any type related or
complimentary to telecommunication, and the performance of works and the provision of all types of services, including consultancy
and security, related to telecommunications and telecomputing.

Dates of registration with the Public Commerce Registry:

Bylaws: July 13, 1990

Last amendment to by-laws: May 29, 2003

Expiration of Company charter: July 13, 2089

Information about Company control is in Note 6 a.

CAPITAL COMPOSITION

at September 30, 2003
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Capital stock

Capital stock, $ 1 nominal value and one vote per share
Class A
Class B
Class C

Total

Registered,
authorized,
issued and
outstanding

(Note 8)

502,034,299
436,323,992
46,022,687

984,380,978

CONSOLIDATED FINANCIAL STATEMENTS AT SEPTEMBER 30, 2003
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TELECOM ARGENTINA STET FRANCE TELECOM S.A.

Corporation non adhered to the Optional Statutory Regime of Compulsory Public

Purchase Offer

CONSOLIDATED BALANCE SHEETS (see Note 3.1.c)

In million of Argentine

constant pesos (see Note 3.1.d)

September 30,
2003

ASSETS
CURRENT ASSETS
Cash and banks (Note 4.a) 77
Investments (Note 4.b) 1,825
Trade accounts receivable (Note 4.c) 530
Other receivables (Note 4.d) 146
Inventories (Note 4.¢) 2
Other assets (Note 4.f) 9
Total current assets 2,589
NON-CURRENT ASSETS
Trade accounts receivable (Note 4.g)
Other receivables (Note 4.h) 158
Investments (Exhibit C) 54
Fixed assets (Exhibit A) 8,300
Intangible assets (Exhibit B) 869
Total non-current assets 9,381
TOTAL ASSETS 11,970
LIABILITIES
CURRENT LIABILITIES
Accounts payable (Note 4.1) 342
Debt (Note 7) 9,412
Payroll and social benefits payable (Note 4.j) 70
Taxes payable (Note 4.k) 123
Other liabilities (Note 4.1) 22
Reserves (Exhibit E) 12
Total current liabilities 9,981
NON-CURRENT LIABILITIES
Debt (Note 7) 86
Payroll and social benefits payable (Note 4.m) 23

December 31,
2002

89
1,326
600
73

12

2,103

143
59
9,689
946

10,838

12,941

394
11,135
61

118
25

9

11,742

145
29
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29
142

345

12,087

28
817

12,941

Other liabilities (Note 4.n) 27
Reserves (Exhibit E) 207
Total non-current liabilities 343
TOTAL LIABILITIES 10,324
Minority interest 23
Temporary differences from translation 27
SHAREHOLDERS EQUITY (according to Statement of changes) 1,596
TOTAL LIABILITIES, MINORITY INTEREST, TEMPORARY DIFFERENCES FROM

TRANSLATION AND SHAREHOLDERS EQUITY 11,970
The accompanying notes and Exhibits are an integral part of the consolidated financial statements.

Valerio Cavallo Carlos Felices Amadeo R. Vazquez
Chief Financial Officer Chief Executive Officer President

CONSOLIDATED FINANCIAL STATEMENTS AT SEPTEMBER 30, 2003
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TELECOM ARGENTINA STET FRANCE TELECOM S.A.

Corporation non adhered to the Optional Statutory Regime of Compulsory Public

Purchase Offer

CONSOLIDATED STATEMENTS OF OPERATIONS (see Note 3.1.c)

Nine-month periods ended September 30,

Net sales (Note 4.0)
Cost of services provided (Exhibit F)

Gross profit
Administrative expenses (Exhibit H)
Sales expenses (Exhibit H)

Operating loss

Equity income (losses) from related companies (Note 4.p)
Depreciation of goodwill (Note 4.q)

Financial and holding results (Note 4.r)

Generated by assets

Generated by liabilities

Other expenses, net (Note 4.s)
Debt restructuring results (Note 4.t)

Net income (loss) before income tax and minority interest
Income tax (Note 9)
Minority interest

Net income (loss)

Net income (loss) per share (Note 3.1.j)

The accompanying notes and Exhibits are an integral part of the consolidated financial statements.

Valerio Cavallo

Chief Financial Officer

Carlos Felices

Chief Executive Officer

In million of Argentine constant
pesos, except per share amounts

(see Note 3.1.d)

2003

2,711
(1,929)

782
(182)
(576)

24
2

(39)
568 529

(138)
375

792

13)

779

0.79

(1,578)
(4,284)

Amadeo R. Vazquez

2002

3,151
2211)

940
(230)
(853)

(143)
(13)
(10)

(5,862)

(115)

(6,148)
1,990
21

(4,137)

(4.20)

President
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CONSOLIDATED FINANCIAL STATEMENTS AT SEPTEMBER 30, 2003
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TELECOM ARGENTINA STET FRANCE TELECOM S.A.

Corporation non adhered to the Optional Statutory Regime of Compulsory Public

Purchase Offer

CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS EQUITY
For the nine-month periods ended September 30, 2003 and 2002 (see Note 3.1.c)

(In million of Argentine constant pesos see Note 3.1.d)

Shareholders contributions Earnings
Adjustment Unappropriated Total
Capital to capital Legal retained Shareholder s
Concept stock stock Total reserve earnings Total equity
Balance at January 1, 2002 984 3,044 4,028 274 901 1,175 5,203
As approved by the Shareholders
Ordinary Meeting held on April 24,
2002:
- Legal Reserve 3 A3)
Net loss (4,137) (4,137) (4,137)
Balance at September 30, 2002 984 3,044 4,028 277 (3,239) (2,962) 1,066
Balance at January 1, 2003 984 3,044 4,028 277 (3,488) (3,211) 817
Net income 779 779 779
Balance at September 30, 2003 984 3,044 4,028 277 (2,709) (2,432) 1,596

The accompanying notes and Exhibits are an integral part of the consolidated financial statements.

Valerio Cavallo Carlos Felices Amadeo R. Vazquez

Chief Financial Officer Chief Executive Officer President

CONSOLIDATED FINANCIAL STATEMENTS AT SEPTEMBER 30, 2003
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TELECOM ARGENTINA STET FRANCE TELECOM S.A.

Corporation non adhered to the Optional Statutory Regime of Compulsory Public

Purchase Offer

CONSOLIDATED STATEMENTS OF CASH FLOWS (see Note 3.1.c)

Nine-month periods ended September 30,

CASH FLOWS PROVIDED BY (USED FOR) OPERATING ACTIVITIES
Net income (loss)

Adjustments to reconcile net income (loss) to net cash provided by operating activities

Bad debts expense and other allowances
Depreciation of fixed assets
Amortization of intangible assets
Equity income (losses) from related companies
Depreciation of goodwill

Materials usage

Fixed assets disposals

Reserves

Debt restructuring results

Interest and other financial expenses
Termination benefits

Minority interest

Income tax

Net decrease (increase) in assets

Net increase (decrease) in liabilities

Total cash flows provided by operating activities

CASH FLOWS PROVIDED BY (USED FOR) INVESTING ACTIVITIES
Fixed asset acquisitions

Intangible asset acquisitions

Other investments not considered as cash or cash equivalents

Total cash flows used for investing activities

CASH FLOWS PROVIDED BY (USED FOR) FINANCING ACTIVITIES
Debt proceeds

Repayment of debt

Payment of interest and related expenses

Total cash flows used for financing activities

INCREASE IN CASH AND CASH EQUIVALENTS

In million of Argentine

constant

pesos (see Note

3.1.d)

2003 2002
779 (4,137)
31 207
1,342 1,479
81 83
2) 18

10

29 43

11 49

83 53

(375)

(541) 5,199
(15) 2
13 @1
(D (1,990)
(307) 1,107
250 (837)
1,378 1,265
(98) (356)
(@) (22)
(182) 60
(285) (318)
4
(429) (45)
(332) (439)
(761) (480)
332 467
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CASH AND CASH EQUIVALENTS AT THE BEGINNING OF YEAR 1,314 429

CASH AND CASH EQUIVALENTS AT PERIOD END 1,646 896

The accompanying notes and Exhibits are an integral part of the consolidated financial statements.

Note 5 provides additional information regarding the Consolidated statements of cash flows.

Valerio Cavallo Carlos Felices Amadeo R. Vazquez

Chief Financial Officer Chief Executive Officer President

CONSOLIDATED FINANCIAL STATEMENTS AT SEPTEMBER 30, 2003
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TELECOM ARGENTINA STET FRANCE TELECOM S.A.

Corporation non adhered to the Optional Statutory Regime of Compulsory Public

Purchase Offer

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (*)
For the nine-month periods ended September 30, 2003 and 2002
and for the year ended December 31, 2002 (see Note 3.1.c)

(Amounts in million of Argentine constant pesos per share amounts or as otherwise indicated see Note 3.1.d)

INDEX
Note Concept Page
Glossary of terms 7
1 Telecom Group operations 8
2 Regulatory framework 8
3 Bases of presentation and summary of significant accounting policies 16
4 Details of principal consolidated financial statements captions 32
5 Supplementary consolidated cash flow information 34
6 Transactions and balances with related companies and parties and controlling company as defined under Law No. 19550
Section 33 36
7 Debt 39
8 Capital stock 43
9 Income tax: adoption of the deferral method 46
10 Commitments and contingencies 49
11 Renegotiation of contracts with the public administration 51
12 Suspension of payments of financial debt of the Telecom Group. Cash tender offer. payment of interests and proposed
restructuring plan 53
13 Financial trusts constituted by the Telecom Group for the payment of the cash tender offer and interests 57
14 Consolidated information by business segment 57
15 Consolidated quarterly information (unaudited) 60
16 Unconsolidated information 60
17 Differences between Argentine and U.S. GAAP 61
18 Restrictions on unappropriated retained earnings 65
19 Events subsequent to September 30, 2003 66

(*) Conventionally, the definitions used in these consolidated financial statements are included in the Glossary of terms.
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TELECOM ARGENTINA STET FRANCE TELECOM S.A.

Corporation non adhered to the Optional Statutory Regime of Compulsory Public

N

Purchase Offer

TES TO THE CONSOLIDATED FINANCIAL STATEMENT

GLOSSARY OF TERMS

The following definitions are not intended as technical definitions, but to assist the reader to understand certain terms as used in the Company s

financial statements.

The Company/Telecom Argentina/Telecom Telecom Argentina Stet-France Telecom S.A.

Telecom Group/Group Economic group formed by the Company and its controlled companies.

ENTel Empresa Nacional de Telecomunicaciones, which had provided public telecommunication
services in Argentina until its privatization.

SC The Argentine Secr