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TIM HOLDING COMPANY THE FEDERATIVE REPUBLIC OF BRAZIL
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American Depositary Shares, as evidenced by American Depositary New York Stock Exchange

Receipts, each representing 10,000 Preferred Shares
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to such filing requirements for the past 90 days. x Yes = No

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, or a non-accelerated filer. See definition of
accelerated filer and large accelerated filer in Rule 12b-2 of the Exchange Act. (check one):

Large accelerated filer x Accelerated filer ~ Non-accelerated filer -
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PRESENTATION OF INFORMATION

In this annual report, TIM Participag¢des S.A., a corporation (sociedade andénima) organized under the laws of the Federative Republic of Brazil,

isreferred toas TIM , TIM Participacdes or the Holding Company. Referencesto we , us, our and the Company , means the Holding Co
and, with regard to 2005 and 2004, includes the combined operations of TIM Nordeste and TIM Sul only, and with regard to 2003 and prior

years, includes the operations of TIM Sul only; unless in each case the context otherwise requires.

The Holding Company is the result of the August 30, 2004 merger of Tele Nordeste Celular Participacdes S.A. ( TND ), then the holding

company of TIM Nordeste with and into Tele Celular Sul Participa¢des S.A. ( TSU ), then the holding company of TIM Sul. References to we , us
and our with regard to 2005 and 2004 include the combined operations of TSU and TND, and with regard to 2003 and prior years include the
operations of TSU only. TIM Sul is the result of the prior merger of Telesc Celular S.A. and CTMR Celular S.A. into Telepar Celular S.A.,

which subsequently changed its name to TIM Sul. TIM Nordeste is the result of the merger of Telpa Celular S.A., Telern Celular S.A., Teleceard
Celular S.A., Telepisa Celular S.A. and Telasa Celular S.A. into Telpe Celular S.A., which subsequently changed its name to TIM Nordeste.
References to Telecom Italia are to Telecom Italia S.p.A.

The Technical Glossary at the end of this prospectus provides definitions of certain technical terms used in this prospectus and in the documents
incorporated in this prospectus by reference.

TIM is a registered mark in Brazil owned by Telecom Italia.

References in this annual report to the preferred shares and the common shares are to the preferred shares, which have no voting rights, other

than in the limited circumstances described in Item 10. Additional Information Memorandum and Articles of Association Rights Relating to our
Shares Voting Rights , and common shares, respectively, of TIM. References to the American Depositary Shares or ADSs are to TIM s American
Depositary Shares, each representing 10,000 preferred shares. The ADSs are evidenced by American Depositary Receipts, or ADRs, which are

listed on the New York Stock Exchange, or the NYSE, under the symbol TSU . The common shares and preferred shares are listed on the Sdo

Paulo Stock Exchange under the symbols TCSL3 and TCSL4 , respectively.

Minority Interests

For 2001, minority interests reflect the interest of shareholders other than TSU in each of Telepar Celular, Telesc Celular and CTMR Celular. In
December 2002, we started the merger of our subsidiaries in which Telesc Celular and CTMR Celular merged into Telepar Celular. On July 31,
2003, the date on which the merger of the subsidiaries was completed, Telepar Celular S.A. s name was changed to TIM Sul S.A. As of
December 31, 2003, we retained a 90.44% interest in the voting capital of TIM Sul, and minority shareholders owned interests amounting to
9.56% of the voting capital of TIM Sul. On January 30, 2004, a restructuring transaction involving the merger of all of Telpe Celular, Telpa
Celular, Telern Celular, Teleceard Celular, Telepisa Celular and Telasa Celular was approved by the shareholders of each of the before
mentioned entities. As a result, such companies merged into Telpe Celular, and Telpe Celular S.A. changed its name to TIM Nordeste
Telecomunicacgdes S.A. On May 30, 2005, we acquired all outstanding minority interest in our subsidiaries TIM Sul and TIM Nordeste. As of
December 31, 2005, we held 100% of the total capital of TIM Sul and TIM Nordeste. See Note 4.0 to our consolidated financial statements.

Market Share Data

Market share information is calculated by the Company based on information provided by the Agéncia Nactional de Telecomunicagoes, or
Anatel. Penetration data is calculated by the Company based on information provided by the Instituto Brasileiro de Geografia e Estatistica, or
IBGE.

Acquisition of TIM Celular

On March 16, 2006, we acquired all of the share capital of TIM Celular S.A., or TIM Celular, a wholly-owned subsidiary of our controlling
shareholder, TIM Brasil, in order to integrate the two companies operations, seeking to optimize the group s financial structure and management,
creating one of the largest Brazilian wireless companies in terms of market capitalization presenting an attractive investment for shareholders.

As aresult, TIM Celular and its operating subsidiary TIM Maxitel became our subsidiaries. The acquisition became effective following approval
in the respective Extraordinary Shareholders Meetings of our shareholders and the shareholders of TIM Celular, respectively, on March 16,

2006. For accounting purposes, the acquisition will be treated as if it had occurred on January 1, 2006. Except where specifically noted,
information in this annual report does not account for the effects of such acquisition.
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Presentation of Financial Information

On August 30, 2004, TND merged with and into TSU (the TND/TSU merger ), which was subsequently renamed TIM Participagdes S.A. Under
applicable Brazilian accounting principles and in accordance with the terms of the merger agreement, the merger is accounted for as a purchase

of TND at book value, generating no goodwill. We account for the merged companies combined operations as if the merger had occurred on
January 1, 2004. Therefore, the consolidated financial statements included in this annual report reflect the merger as follows:

the assets and liabilities of TND were recorded at their net book value as of August 30, 2004;

the 2004 consolidated income statement reflects the combined results of operations of TSU and TND with effect from January 1,
2004;

the 2003 consolidated income statement is the historical income statement of TSU and we have not restated it to reflect the merger;
and

the December 31, 2004 consolidated balance sheet is the historical balance sheet of TIM as of that date and reflects the TND/TSU

merger.
Due to the TND/TSU merger, our 2004 consolidated financial statements are not comparable with our historical financial statements for prior
years. In addition, we are unable to distinguish clearly between internal growth in 2004 and growth due to the merger. In order to address this
problem and to facilitate an understanding of how our business evolved in 2004, we have provided supplemental pro forma 2003 information
throughout this annual report. The pro forma information reflects the TND/TSU merger as if the merger occurred on January 1, 2003 in the case
of income statement information, and on December 31, 2003 in the case of balance sheet information. For an explanation of how the pro forma
amounts were calculated, including what adjustments were made, see the unaudited pro forma financial statements included in this annual report.
The pro forma adjustments are limited to those adjustments directly related to the transactions contemplated by the merger. The pro forma
financial data are provided for illustrative purposes only and do not purport to represent what our actual financial position or results of
operations would have been had the merger occurred on the dates assumed.

All references herein to the real, reais or R$ are to the Brazilian real, the official currency of Brazil. All references to  U.S. dollars,  dollars
U.S.$ are to United States dollars.

Solely for the convenience of the reader, we have translated some amounts included in Item 3A. Selected Financial Data and elsewhere in this
annual report from reais into U.S. dollars using the commercial selling rate as reported by the Central Bank of Brazil (the Central Bank ) at
December 30, 2005 of R$2.3407 to U.S.$1.00. These translations should not be considered representations that any such amounts have been,
could have been or could be converted into U.S. dollars at that or any other exchange rate. Such translations should not be construed as
representations that the real amounts represent or have been or could be converted into U.S. dollars as of that or any other date. See Item 3A.
Selected Financial Data Exchange Rates for information regarding exchange rates for the Brazilian currency.

Certain figures included in this annual report have been subject to rounding adjustments. Accordingly, figures shown as totals in certain tables
may not be an arithmetic aggregation of the figures that precede them.

The Technical Glossary at the end of this annual report provides definitions of certain technical terms used herein.
Brazilian GAAP and U.S. GAAP

Our consolidated financial statements were prepared in accordance with practices adopted in Brazil ( Brazilian GAAP ), which include accounting
principles derived from Brazilian corporate law and accounting standards and supplementary procedures established by the Brazilian securities
commission, the Commissdo de Valores Mobilidrio, or CVM, and the Brazilian Institute of Independent Auditors (Instituto dos Auditores
Independentes do Brasil), or IBRACON, and related rules applicable to telecommunications service operators. See Note 33 to our consolidated
financial statements for a summary of the differences between Brazilian GAAP and generally accepted accounting principles in the United

States, or U.S. GAAP, as well as a reconciliation to U.S. GAAP of our shareholders equity as of December 31, 2005 and 2004 and net income
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Under U.S. GAAP, the merger between TND and TSU represents a business combination of entities under common control due to the majority
ownership of both TSU and TND by TIM Brasil. As a result, the merger, as it relates to the exchange of common and preferred shares owned by
TIM Brasil, is accounted for in a manner similar to a pooling-of-interest, or at historical carrying value, and reflected in our consolidated
financial statements for all periods presented from the date TIM Brasil acquired control. The exchange of shares between TSU and the
non-affiliated holders of common and preferred shares of TND is accounted for using the purchase method of accounting, or at fair value, in
accordance with Statement of Financial Accounting Standards (SFAS) No. 141, Business Combinations.
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FORWARD LOOKING INFORMATION

This annual report contains statements in relation to our plans, forecasts, expectations regarding future events, strategies and projections, which

are forward-looking statements and involve risks and uncertainties and are therefore, not guarantees of future results. Forward looking

statements speak only as of the date they were made, and we undertake no obligation to update publicly or revise any forward-looking

statements after we file this annual report because of new information, future events and other factors. We, and our representatives, may also

make forward-looking statements in press releases and oral statements. Statements that are not statements of historical fact, including statements

about the beliefs and expectations of our management, are forward-looking statements. Words such as anticipate, believe, estimate, expect,
forecast, intend, plan, predict, project and target and similar words are intended to identify forward-looking statements, which necessarily

involve known and unknown risks and uncertainties. Our actual results and performance could differ substantially from those anticipated in our

forward-looking statements. These statements appear in a number of places in this annual report, principally in Item 4. Information on the

Company and Item 5. Operating and Financial Review and Prospects, and include, but are not limited to, statements regarding our intent, belief

or current expectations with respect to:

Brazilian wireless industry conditions and trends;

characteristics of competing networks products and services;

estimated demand forecasts;

growing our subscriber base and especially our postpaid subscribers;

development of additional sources of revenue;

strategy for marketing and operational expansion;

achieving and maintaining customer satisfaction;

development of higher profit margin activities, attaining higher margins, and controlling customer acquisition and other costs; and

capital expenditures forecasts.
Because forward-looking statements are subject to risks and uncertainties, our actual results and performance could differ significantly from
those anticipated in such statements and the anticipated events or circumstances might not occur. The risks and uncertainties include, but are not
limited to:

general economic and business conditions, including the price we are able to charge for our services and prevailing foreign exchange
rates;

our ability to generate income as a consolidated entity subsequent to the TIM Celular Acquisition;
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competition, including expected characteristics of competing networks, products and services and from increasing consolidation in our
industry;

our ability to secure and maintain telecommunications infrastructure licenses, rights-of-way and other regulatory approvals;

our ability to anticipate trends in the Brazilian telecommunications industry, including changes in market size, demand and industry
price movements, and our ability to respond to the development of new technologies and competitor strategies;

our ability to expand our services and maintain the quality of the services we provide;
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the rate of customer churn we experience;

changes in official regulations and the Brazilian government s telecommunications policy;

political economic and social events in Brazil;

access to sources of financing and our level and cost of debt;

our ability to integrate acquisitions;

regulatory issues relating to acquisitions;

the adverse determination of disputes under litigation;

inflation, interest rate and exchange rate risks; and

other factors identified or discussed under Item 3D. Key Information Risk Factors and elsewhere in this annual report.
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PARTI
Item 1. Identity of Directors, Senior Management and Advisers
Not applicable.
Item 2. Offer Statistics and Expected Timetable
Not applicable.
Item 3. Key Information
A. Selected Financial Data

The selected financial data presented below should be read in conjunction with our consolidated financial statements, including the notes thereto.
Our consolidated financial statements have been audited by Ernst & Young Auditores Independentes S.S. The report of Ernst & Young
Auditores Independentes S.S. on the consolidated financial statements appears elsewhere in this annual report. The following paragraphs discuss
some important features of the presentation of the selected financial data and our consolidated financial statements. These features should be
kept in mind in evaluating the selected financial data and in reading Item 5. Operating and Financial Review and Prospects.

Corporate Reorganization to Transfer Goodwill

On June 30, 2000, through a corporate restructuring, we transferred to our then-subsidiaries the premium ( Goodwill ) paid by TIM Brasil,
formerly Bitel Participacdes ( Bitel ), for the acquisition of control of TSU in 1998. On the same date, TND transferred to its then-subsidiaries the
Goodwill paid by TIM Brasil S.A. for the acquisition of control of TND. In each case, the Goodwill was recorded as an asset. The transfer of
Goodwill resulted in a tax benefit, increasing each company s ability to generate free cash flow. Commencing in 1998, the Goodwill had been
amortized by TIM Brasil using an amortization rate of 4% per annum. After the transfer of the Goodwill to each company s respective
subsidiaries, they began amortizing the balance of the Goodwill under the straight-line method over the remaining eight years of the applicable
amortization period. See Note 8 to our consolidated financial statements. The amortization of Goodwill is expected to reduce our consolidated
operating income in future years, and to reduce TIM Sul s and TIM Nordeste s income and social contribution taxes payable in those years,
without affecting the consolidated net income.
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Selected Financial Data

The following table represents a summary of our selected financial data for the five years ended December 31, 2005. The data are derived from
our consolidated financial statements, audited by Ernst & Young Auditores Independentes S.S, and should be read in conjunction with our
consolidated financial statements, related notes, and other financial information included herein. For a discussion of the pro forma 2003 data
included herein, see the section captioned Presentation of Information Presentation of Financial Information.

Income Statement Data:
Brazilian GAAP

Net operating revenue
Cost of goods and services

Gross profit

Operating expenses:

Selling expenses

General and administrative expenses
Other net operating income (expense)
Equity investment

Operating income before financial income
(expenses)
Net financial income (expense)

Operating income
Net non-operating (income) expense

Income before taxes and minority interests
Income and social contribution taxes
Minority interests

Net income

Net income per 1,000 shares outstanding (reais)

Number of shares outstanding:
Common shares (in millions)
Preferred shares (in millions)
Dividends per 1,000 shares
Dividends per 1,000 shares

U.S. GAAP(4)

Net operating revenues
Operating income

Net income

reais(2)
in U.S. dollars (3)

Table of Contents

Year Ended December 31,
2003
2005 2005 2004 2003 2002 2001
(pro forma)(1)
US.$ R$ R$ R$ R$ R$ R$

(in thousands of reais or U.S. dollars, unless otherwise indicated)

1,246,727 2,918,215 2,564,632 1,088,282 2,110,263 896,824 796,879
(588,530) (1,377,572) (1,297,895) (578,021) (1,059917) (486,383) (406,033)
658,198 1,540,643 1,266,737 510,261 1,050,346 410,441 390,846
(340,969)  (798,106) (647,277) (230,488) (461,562) (185,446) (181,424)

(79,440) (185,946)  (182,442) (94,877) (193,802) (83,346) (71,909)
(32,366) (75,759) (48,912) (27,315) (29,180) (20,463) (24,271)

(3,250) (6,500) (4,288) (1,888)
205,422 480,832 388,106 154,331 359,302 116,898 111,354
30,944 72,430 60,571 25,809 79,070 (18,958) (41,168)
236,366 553,262 448,677 180,140 438,372 97,940 70,186
(966) (2,260) (4,592) 12,842 26,661 (127) 10
235,401 551,002 444,085 192,982 465,033 97,813 70,196
(55,683) (130,338)  (108,037) (42,423) (111,813) (19,473) 672
(9,170) (21,464) (70,113) (29,757) (75,393) (12,566) (10,979)
170,547 399,200 265,935 120,802 277,827 65,774 59,889
0.18 0.45 0.38 0.34 n/a 0.1 0.18
n/a 299,611 264,793 134,453 n/a 129,358 127,189
n/a 579,965 437,712 222,025 n/a 213,612 210,030
n/a 0.14 0.10 0.10 n/a 0.08 0.06
n/a 0.06 0.04 0.03 n/a 0.02 0.03
1,236,915 2,895,248 2,513,087 2,110,263 n/a 1,818,346 1,623,129
162,909 381,320 336,023 419,982 n/a 364,110 223,433
148,415 347,395 233,341 318,631 n/a 180,748 69,239
9
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Year Ended December 31,
2003
2005 2005 2004 2003 2002 2001
(pro forma)(1)
U.S.$ R$ R$ R$ R$ R$ R$

(in thousands of reais or U.S. dollars, unless otherwise indicated)

Balance Sheet Data:
Brazilian GAAP

Property, plant and equipment, net 770,982 1,804,637 1,597,172 695,982 1,364,335 708,807 843,224

Total assets 1,873,398 4,385,063 3,596,156 1,636,713 3,161,404 1,647,885 1,502,179

Loans, financing and debentures 55,873 130,783 104,092 82,183 162,882 321,085 334,386

Shareholders equity 1,173,129 2,745,943 2,020,507 926,986 1,804,028 845,330 808,329

Capital stock 628,904 1,472,075 884,504 369,163 682,872 324,666 245,033

U.S. GAAP4)

Property, plant and equipment, net 842,406 1,971,819 1,738,441 1,456,367 n/a 1,336,334 1,591,741

Total assets 2,173,608 5,087,764 4,147,045 3,436,930 n/a 3,302,413 2,963,533

Loans and financing 54,862 128,416 102,949 178,580 n/a 706,072 685,761

Shareholders equity 1,359,743 3,182,751 2,349,490 1,964,605 n/a 1,725,768 1,587,608

(1) The pro forma information reflects the TND/TSU merger as if it occurred on January 1, 2003 in the case of income statement information,
and on December 31, 2003 in the case of balance sheet information. For an explanation of how pro forma amounts were calculated,
including the adjustments made, see Presentation of Information Presentation of Financial Information.

(2) Dividends per share have been computed as the sum of dividends and interest on shareholders equity ( juros sobre capital proprio,
according to Brazilian law), an alternative under Brazilian corporate law to the distribution of dividends to shareholders. The distribution
of dividends and interest on shareholders equity, in each year, proceeded according to the terms set forth by our common shareholders, at
the relevant annual general meeting. Dividends per share have been determined as the sum of declared dividends and interest on
shareholders equity, divided by the total number of common shares and preferred shares outstanding as of the common shareholders
meeting date. See  Additional Information Taxation Brazilian Tax Considerations Distribution of Interest on Capital.

(3) Amounts expressed in U.S. dollars, according to the exchange rate applicable at the date of the relevant shareholders general meeting that
approved the distribution of dividends and interest on shareholders equity.

(4) The US GAAP amounts of TIM Participagdes S.A reflect the merger of TND under common control similar to a pooling-of-interest, at

historical carrying value, for all periods presented from the date TIM Brasil acquired control. The exchange of shares between TSU and
the non-affiliated holders of common and preferred shares of TND is accounted for using the purchase method of accounting at fair value
and is recorded from the date of acquisition on August 30, 2004.
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Brazilian Economic Environment
Our business, prospects, financial condition and results of operations are dependent on general economic conditions in Brazil.

Brazil experienced extremely high rates of inflation and devaluation of the Brazilian currency for years prior to the implementation of the Real
Plan in 1994. Inflation and certain governmental measures to combat inflation have historically contributed to economic uncertainty in Brazil
and to significant volatility in the Brazilian securities markets. The following tables set forth rates of inflation in Brazil, as measured by the
IGP-M, and the devaluation or appreciation of the real against the dollar during the periods indicated.

Year ended December 31,

2005 2004 2003 2002 2001
Inflation (IGP-M) 1.2% 12.4% 8.7% 25.3% 10.3%
(Devaluation)/appreciation (1) 11.5% 81% 192% (523)% (18.6)%
First quarter of 2006
Jan Feb Mar
Inflation (IGP-M) 0.92% 0.01% (.23)%
(Devaluation)/appreciation (1) 5.33% 3.63% (1.73)%

(1)  Source: Central Bank and Fundagéo Gettilio Vargas.
Exchange Rates

We pay any cash dividends, interest on shareholders equity and any other cash distributions with respect to our preferred shares in reais.
Accordingly, exchange rate fluctuations will affect the U.S. dollar amounts received by the holders of ADSs on conversion by the Depositary of
dividends and other distributions in Brazilian currency on our preferred shares represented by ADSs. Fluctuations in the exchange rate between
Brazilian currency and the U.S. dollar will affect the U.S. dollar equivalent price of our preferred shares on the Brazilian stock exchanges. In
addition, exchange rate fluctuations may also affect our dollar equivalent results of operations. See Item 5. Operating and Financial Review and
Prospects.

Prior to March 14, 2005, there were two principal legal foreign exchange markets in Brazil:

the commercial rate exchange market; and

the floating rate exchange market.
Most trade and financial foreign-exchange transactions were carried out on the commercial rate exchange market. These transactions included
the purchase or sale of shares or payment of dividends or interest with respect to shares. Foreign currencies could only be purchased in the
commercial exchange market through a Brazilian bank authorized to operate in these markets. In both markets, rates were freely negotiated and
could be influenced by Central Bank intervention.

Resolution No. 3.265 by the National Monetary Council, dated March 4, 2005, consolidated the foreign exchange markets into one single
foreign exchange market, effective as of March 14, 2005. All foreign exchange transactions are now carried out through institutions authorized
to operate in the consolidated market and are subject to registration with the Central Bank s electronic registration system. Foreign exchange
rates continue to be freely negotiated, but may be influenced by Central Bank intervention.

Since 1999, the Central Bank has allowed the real/U.S. dollar exchange rate to float freely, and during that period, the real/U.S. dollar exchange
rate has fluctuated considerably. In the past, the Central Bank has intervened occasionally to control unstable movements in foreign exchange
rates. We cannot predict whether the Central Bank or the Brazilian government will continue to let the real float freely or will intervene in the
exchange rate market through a currency band system or otherwise. The real may depreciate or appreciate against the U.S. dollar substantially in
the future. For more information on these risks, see Risk Factors Risks Relating to Brazil.
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The following table shows the selling rate for U.S. dollars for the periods and dates indicated. The information in the Average column represents
the average of the exchange rates on the last day of each month during the periods presented.

Reais per U.S. Dollar

Year High Low Average Year End
2001 2.8007 1.9422 2.3521 2.3204
2002 3.9552 22709 2.9203 3.5333
2003 3.5637 2.8219 3.0711 2.8892
2004 3.2051 2.6544 2.9257 2.6544
2005 2.7621 2.1633 2.4341 2.3407

Reais per U.S. Dollar

Month High Low

November 2005 2.2516  2.1633
December 2005 2.3735  2.1800
January 2006 2.3460 2.2116
February 2006 22210 21177
March 2006 2.2238  2.1067
April 2006 2.1542  2.0892

May 2006 (through May 12, 2006) 2.1445  2.0541
Source: Central Bank/Bloomberg

Brazilian law provides that, whenever there is a serious imbalance in Brazil s balance of payments or serious reasons to foresee such imbalance,
temporary restrictions may be imposed on remittances of foreign capital abroad. For approximately six months in 1989, and early 1990, for
example, the Federal Government froze all dividend and capital repatriations that were owed to foreign equity investors. These amounts were
subsequently released in accordance with Federal Government directives. There can be no assurance that similar measures will not be taken by
the Federal Government in the future.

B. Capitalization and Indebtedness

Not applicable

C. Reasons for the Offer and Use of Proceeds
Not applicable

D. Risk Factors

This section is intended to be a summary of more detailed discussions contained elsewhere in this annual report. The risks described below are
not the only ones we face. Our business, results of operations or financial condition could be harmed if any of these risks materializes and, as a
result, the trading price of our shares and our ADSs could decline.

Risks Relating to our Business

We experienced a net loss in recent years in our pro forma consolidated results accounting for the acquisition of TIM Celular and may
experience losses in the future.

We experienced a net loss in our pro forma consolidated financial statements, accounting for the acquisition of TIM Celular, of R$946.4 million
compared to R$1.252.0 million for the years ended December 31, 2005 and 2004, respectively and actual losses of R$151.7 million compared to
a pro forma loss of R$231.7 million for the three months ended March 31, 2006 and 2005, respectively. These losses were principally due to
(i) a pro forma operating expense of R$4,168.8 million compared to an expense of R$3,178.6 million for the years ended December 31, 2005
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R$902.2 million for the three months ended March 31, 2006 and 2005, respectively, principally due to an increase in our amortization and
depreciation expenses, and (ii) a pro forma increase in our financial expenses of R$318.1 million compared to R$173.1 million for the years
ended December 31, 2005 and 2004, respectively and an increase in our financial expenses of R$86.5 million compared to a pro forma increase
in our financial expenses of R$66.9 million for the three months ended March 31, 2006 and 2005, respectively, resulting primarily from an
increase in interest expenses.

Identification of significant deficiencies or material weaknesses as a result of our implementation of procedures designed to comply with
Section 404 of the Sarbanes-Oxley Act of 2002 relating to evaluation of our internal control over financial reporting may have an adverse
impact on our financial condition and results of operations and the trading price of our securities.

We are evaluating our internal control over financial reporting in order to allow management to report on, and our independent auditors to attest
to, our internal control over financial reporting, as required by Section 404 of the U.S. Sarbanes-Oxley Act of 2002 and the rules and regulations
of the SEC thereunder, which we refer to as Section 404. We are currently performing the system and process evaluation and testing required,
and any necessary remediation, in an effort to comply with the management certification and auditor attestation requirements of Section 404.
The management certification and auditor attestation requirements of Section 404 will initially apply to TIM Participagdes for its annual report
on Form 20-F for the year ended December 31, 2006. In the course of our ongoing Section 404 evaluation, we have identified certain
deficiencies in our internal control over financial reporting. We are currently implementing specific remediation plans in order to eliminate such
deficiencies or establish compensating controls and we plan to design additional enhanced processes and controls, as necessary, to address any
other issues that might be identified in the future through this review.

As we are still in the evaluation process, we may identify other conditions that constitute significant deficiencies or material weaknesses in the
future, which could impact our ability to comply with Section 404 in a timely manner. If we are not able to implement the requirements of
Section 404 in a timely manner or with adequate compliance, our independent auditors may not be able to attest to the effectiveness of our
internal control over financial reporting and we may be subject to sanctions or investigation by regulatory authorities, such as the SEC. Although
we intend to take prompt measures to remediate any such identified significant deficiencies or material weaknesses in our internal control
structure, measures of this kind may involve significant effort and expense, and any disclosure of such significant deficiencies, material
weaknesses or other reportable conditions may result in a negative market reaction. Furthermore, if we are unable to correct any material
weakness or significant deficiency in our internal controls in a timely manner, our ability to record, process, summarize and report financial
information will be adversely affected. This failure could materially and adversely impact our financial condition and the market value of our
securities and expose us to litigation and scrutiny from our investors.

We face increasing competition, which may adversely affect our results of operations.

The opening of the Brazilian market to competition for cellular telecommunications services has adversely affected our results of operations.
Due to additional PCS providers that have commenced operations in recent years, we are facing increased competition throughout Brazil. We
compete not only with companies that provide wireless services and trunking, but also with companies that provide fixed-line
telecommunications and internet access services, because of the trend toward the convergence and substitution of mobile services for these and
other services and a trend of bundling PCS services with internet and other services. As a result, the cost of maintaining our market share has
increased while margins have decreased. In the future, we may incur higher advertising and other costs as we attempt to maintain or expand our
presence in the market.

We also expect to face increased competition from other wireless telecommunications services, such as digital trunking and paging services,
because these services are generally less expensive than cellular telecommunications services. In addition, technological changes in the
telecommunications field, such as the development of GSM, 3G and mobile satellite services, are expected to introduce additional sources of
competition.

This increasing competition may increase the rate of customer turnover and could continue to adversely affect our market share and
margins. Our ability to compete successfully will depend on the effectiveness of our marketing and our ability to anticipate and respond to
developments in the industry, including new services that may be introduced, changes in consumer preferences, demographic trends, economic
conditions and discount pricing strategies by competitors. Additionally, we may face competitors with greater access to financial resources and
capital markets than ours. We cannot predict which of many possible factors will be important in maintaining our competitive position or what
expenditures will be required to develop and provide new technologies, products or services. If we are unable to compete successfully, our
business, financial condition and results of operations will be materially adversely affected.

Anatel is expected to auction bandwidths in the 3.5 and 10.5 GHZ spectrum to provide broadband wireless and fixed telephony services. The
auction rules are still under review by Anatel. It is not yet certain if we will be allowed to bid for these bandwidths. Purchasers of these
bandwidths may offer services that could compete with our services.
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We may be unable to respond to the recent trend toward consolidation in the Brazilian wireless telecommunications market.

We believe that there has been a trend of consolidation in the Brazilian telecommunications market. Additional joint ventures, mergers and
acquisitions among telecommunications service providers are possible in the future. If such consolidation occurs, it may result in increased
competition within our market. We may be unable to adequately respond to pricing pressures resulting from consolidation in our market,
adversely affecting our business, financial condition and results of operations.

We may not receive as much interconnection revenue as we receive today.

Beginning in July 2004, interconnection charges became freely negotiated by telecommunications service providers in Brazil, pursuant to rules
issued by Anatel. Subsequently, the interconnection fees we are able to charge has decreased. The prices we are able to charge for
interconnection fees may continue to decrease and as a result, we may receive less interconnection revenue than we presently do, which may
have an adverse effect on our business, financial condition and results of operations.

Pursuant to a temporary settlement agreement relating to interconnection fees entered into by the fixed telephony incumbents (with the exception
of Embratel) and the mobile service providers, our interconnection fee paid by other operators when their users access our network to
communicate with our users is adjusted by 4.5%, in the case of calls completed by a number registered within that customer s home registration
area (VC-1 calls). Another temporary settlement agreement was entered into by the fixed telephony incumbents (with the exception of
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Embratel) and the mobile service providers relating to the interconnection fees paid by the fixed telephony incumbents to the mobile service
operators in the case of long distance calls, that is VC-2 and VC-3 calls. On March 27, 2006, Anatel issued a decision approving the temporary
settlement for the adjustment of VC-2 and VC-3 calls at a rate of 7.99% (and of 4.5% for the interconnection fee due to mobile operators). The
temporary settlement agreement establishes that the result of such procedure will not affect the fees received while the temporary settlement
agreement was in place. We cannot predict the date on which a final determination will be available nor the effect such determination may have
on our business, financial condition and results of operations.

The conversion of our SMC concessions into PCS authorizations, and our ability to comply with such authorizations, may have a significant
impact on our business.

In December 2002, Tim Sul and TIM Nordeste converted their respective concessions to operate under Cellular Mobile Service ( SMC )
regulations into authorizations to operate under Personal Communications Services ( PCS ) regulations. In addition, TIM Celular and TIM
Maxitel operate under PCS authorizations. Anatel imposes a number of minimum quality standards on PCS operators. The SMC regulations

differ significantly from the PCS regulations and it has been difficult for us to achieve full compliance with these new regulations. We have been
fined by Anatel in several proceedings and are still discussing the penalty imposed in appeals before the agency. We cannot predict the outcome

of the Anatel proceedings at this time. Furthermore, we cannot give assurance that we will be able to fully comply with our obligations under the
PCS regime or with future changes in the regulations to which we are subject. See Regulation of the Brazilian Telecommunications Industry PCS
Regulation.

Some of our PCS licenses currently overlap with the licenses of a deemed affiliate.

Currently, we hold licenses, including licenses held by TIM Celular, to provide PCS services in Regions I, II and III of the PCS s general
licensing plan and a license held by TIM Celular to provide national long distance services. In turn, the Brasil Telecom Group ( Brasil Telecom )
holds licenses to provide PCS services in Region II of the PCS s general licensing plan and a license to provide national and international long
distance services. The Brazilian regulatory authority, Anatel, prohibits the provision of the same services, by the same legal entity, whether
directly or indirectly, in the same Region. Under the broad definition of the expression directly or indirectly and considering that our indirect
parent, Telecom Italia, also indirectly holds certain equity participations and governance rights in connection with Brasil Telecom, Brasil
Telecom may be viewed as our affiliate and controlled by Telecom Italia for regulatory purposes in Brazil, the consequence being that there
would currently exist an impermissible overlap between the PCS licenses held by us in Region II and our license to provide national and
international long distance services and certain of the licenses held by Brasil Telecom (the Overlap ). Anatel has determined that the relevant
entities of the Telecom Italia Group and Brasil Telecom should find a solution for such Overlap within an 18-month period which expires in
October 2006. Absent a negotiated solution, upon expiration of this period, Anatel itself will decide how to resolve the Overlap and the parties
could be subject to penalties, which may range from monetary fines to the revocation of the overlapping licenses held by the parties.

In an attempt to resolve the Overlap in a commercially acceptable manner, our parent, TIM Brasil, and Brasil Telecom, among other parties,
executed on April 28, 2005, a merger agreement and the corresponding merger protocol (protocolo e justificacido de incorporag@o), providing for
the merger of Brasil Telecom into TIM Brasil. See Item 4. Information on the Company Recent Developments Agreement between Telecom Italia
Group and Brasil Telecom for additional information on such merger. The implementation and consummation of the merger, however, have
been suspended by injunctions issued as a result of judicial challenges brought by certain of Brasil Telecom s indirect shareholders. At the
beginning of May 2005, several actions were brought by certain pension fund indirect shareholders in Solpart, with regard to the above
mentioned agreements, in order to challenge the implementation of the merger between TIM Brasil and BRTC. With respect to such actions, two
motions for interim relief were granted by the courts of Rio de Janeiro against Telecom Italia International, TIM International, TIM Brasil,
Techold, Timepart, Solpart and others, in order to prevent acts aimed at implementing the merger of Brasil Telecom Celular, or BRTC, with and
into TIM Brasil, according to the agreement reached by the two companies on April 28, 2005. TI group companies filed appeals against both
injunctions, which have not been finally decided. In light of the pending litigation questioning the parties obligations under the agreement and
preventing the implementation of the merger of Brasil Telecom with and into TIM Brasil, the agreement herein described between Brasil
Telecom and TIM Brasil was terminated on April 29, 2006, as per the terms provided for in such agreement. Therefore, the relevant parties
involved shall continue seeking a mutually acceptable solution to resolve the Overlap by the October 2006 deadline in order to comply with the
Anatel determination. In the absence of a timely solution for the Overlap, we could be subject to penalties that may include the termination of
our overlapping licenses. Any partial or total revocation of our licenses would have a material adverse effect on our financial condition and
results of operations. For more information about this matter, see Item 4A. History and Development of the Company Recent

Developments Agreement between Telecom Italia Group and Brasil Telecom.

We may face difficulties responding to new telecommunications technologies.

The Brazilian wireless telecommunications market is experiencing significant technological changes, as evidenced by, among other factors:
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shorter time periods between the introduction of new telecommunication products and their required enhancements or replacements;

ongoing improvements in the capacity and quality of digital technology available in Brazil;

the possibility of introduction of Third Generation ( 3G ) mobile telephony services through the offer of additional radiofrequency or
new licenses or a combination of both by Anatel; and

the anticipated auction of licenses for the operation of 3.5 GHz and 10.5 GHz with limited mobility.
We currently use time-division multiple access technology, or TDMA, and global system for mobile communications technology, or GSM, to
provide cellular telecommunications services. We plan to make GSM technology more widely available to our customers and continue the
process of fully replacing our TDMA network for a GSM technology based network, but there is no guarantee that we will be able to do so.

If we are not able to adapt to these technological changes or expand our operations using GSM technology, we may experience adverse effects
on our business, financial condition and results of operations.

Our business is dependent on our ability to expand our services and to maintain the quality of the services provided.

Our business, as a cellular telecommunications services provider, depends on our ability to maintain and expand our cellular telecommunications
services network. We believe that our expected growth will require, among other things:

continuous development of our operational and administrative systems;

increasing marketing activities; and

attracting, training and retaining qualified management, technical and sales personnel.
These activities are expected to place significant demand on our managerial, operational and financial resources. Failure to manage successfully
our expected growth could reduce the quality of our services, with adverse effects on our business, financial condition and results of operations.

Our operations are dependent upon our ability to maintain and protect our network. Damage to our network and backup systems could result in
service delays or interruptions and limit our ability to provide customers with reliable service over our network. The occurrence of any such
events may adversely affect our business, financial condition or operating results.

Our operations depend on our ability to maintain, upgrade and efficiently operate accounting, billing, customer service, information
technology and management information systems.

Sophisticated information and processing systems are vital to our growth and our ability to monitor costs, render monthly invoices for services,
process customer orders, provide customer service and achieve operating efficiencies. There can be no assurance that we will be able to
successfully operate and upgrade our accounting, information and processing systems or that they will continue to perform as expected. Any
failure in our accounting, information and processing systems could impair our ability to collect payments from customers and respond
satisfactorily to customer needs, which could adversely affect our business, financial condition and operating results.

We may experience a high rate of customer turnover which could increase our costs of operations and reduce our revenue.

Churn reflects the number of customers who have their service terminated during a period, expressed as a percentage of the simple average of
customers at the beginning and end of the period. Our high churn rates are primarily a result of our competitors aggressive subsidization of
handset sales, adverse macroeconomic conditions in Brazil and our strict policy of terminating customers who do not pay their bills. As
indicated by our past rates of customer churn, we may experience a high rate of customer turnover which could increase our cost of operations
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and reduce our revenue.
Our controlling shareholder may exercise its control in a manner that differs from the interests of other shareholders.

Telecom Italia, through its indirect majority ownership of TIM Brasil, our controlling shareholder, and TIM Brasil, each have the ability to
determine actions that require shareholder approval, including the election of a majority of our directors and, subject to Brazilian law, the
payment of dividends and other distributions. Telecom Italia or TIM Brasil may exercise this control in a manner that differs from the best
interests of other shareholders.

Certain debt agreements of our subsidiaries contain financial covenants, and any default under such debt agreements may have a material
adverse effect on our financial condition and cash flows.

Certain of our subsidiaries existing debt agreements contain restrictions and covenants and require the maintenance or satisfaction of specified
financial ratios and tests. The ability of our subsidiaries to meet these financial ratios and tests can be affected by events beyond our and their
control, and we cannot assure you that they will meet those tests. Failure to meet or satisfy any of these covenants, financial ratios or financial
tests could result in an event of default under these agreements. As of March 31, 2006, our subsidiaries, including our newly acquired
subsidiaries, TIM Celular and TIM Maxitel, had approximately R$2.43 billion in consolidated outstanding indebtedness. If we are unable to
meet these debt service obligations, or comply with the debt covenants, we could be forced to restructure or refinance this indebtedness, seek
additional equity capital or sell assets.

We face risks associated with litigation.

We and our subsidiaries are party to a number of lawsuits and other proceedings. An adverse outcome in, or any settlement of, these or other
lawsuits could result in significant costs to us. In addition, our senior management may be required to devote substantial time to these lawsuits,
which they could otherwise devote to our business. See Item 8. Financial Information Consolidated Statements and Other Financial
Information Legal Proceedings .

Any modification or termination of our ability to use the TIM tradename may adversely affect our business and operating results.

Telecom Italia owns the property rights to the TIM tradename. Telecom Italia may stop us from using the TIM trade name any time. The loss of
the use of the TIM trade name could have a material adverse effect on our business and operating results.
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Risks Relating to the Brazilian Telecommunications Industry
We may be classified by Anatel as an economic group with significant market power, which will subject us to increased regulation.

In 2005, Anatel issued specific regulations regarding telecommunications service providers with significant market power. Anatel has indicated
that it will establish more stringent regulation for economic groups with significant market power in order to ensure competition. Anatel will
name the economic groups with significant market power. We cannot give assurance that we will not be deemed to have significant market
power, and thus subject to increased regulatory requirements.

Anatel has not yet adopted rules for determination of significant market power in the mobile industry nor the increased regulations to which the
relevant economic group would be subject. At this point we are only able to look at the regulations applicable to other telecommunications
services for guidance. With respect to service providers that offer fixed telephony and leased lines, Anatel has indicated that a service provider
will be deemed as holding significant market power if the service provider itself or the economic group to which it belongs is able to exercise
significant influence on a relevant market as may be defined by Anatel. No service provider with significant market power has been named by
Anatel to date.

We are subject to various obligations in the performance of our activities with which we may be unable to comply.

In the performance of our telecommunications services, we are subject to compliance with various legal and regulatory obligations including,
but not limited to, the obligations arising from the following:

the rules set forth by Anatel, the primary telecommunications industry regulator in Brazil;

the PCS authorizations under which we operate our cellular telecommunications business; and

the General Telecommunications Law (Lei No. 9,472/97, as amended).
We believe that we are currently in material compliance with our obligations arising out of each of the above referenced laws, regulations and
authorizations. However, in light of the administrative proceedings for breach of quality standards brought in December 2004 by Anatel against
TIM Sul and TIM Nordeste, we cannot provide any assurance that we are in full compliance with our quality of service obligations under the
PCS authorizations. In addition, we cannot assure that we will be able to maintain compliance with each of the above referenced laws,
regulations and authorizations or that we will be able to comply with future changes in the laws and regulations to which we are subject. These
regulatory developments or our failure to comply with them could have a material adverse effect on our business, financial condition and results
of operations.

Extensive government regulation of the telecommunications industry may limit our flexibility in responding to market conditions,
competition and changes in our cost structure.

Our business is subject to extensive government regulation, including any changes that may occur during the period of our concession to provide
telecommunication services. Anatel, which is the main telecommunications industry regulator in Brazil, regulates, among others:

industry policies and regulations;

licensing;

rates and tariffs for telecommunications services;
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competition;

telecommunications resource allocation;

service standards;

technical standards;

interconnection and settlement arrangements; and

universal service obligations.
This extensive regulation and the conditions imposed by our authorization to provide telecommunication services may limit our flexibility in
responding to market conditions, competition and changes in our cost structure.

Our authorizations may be terminated by the Brazilian government under certain circumstances or we may not receive renewals of our
authorizations.

We operate our business under authorizations granted by the Brazilian government. As a result, we are obligated to maintain minimum quality
and service standards, including targets for call completion rates, geographic coverage and voice channel traffic rates, user complaint rates and
customer care call completion rates. Our ability to satisfy these standards, as well as others, may be affected by factors beyond our control. We
cannot assure you that,
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going forward, we will be able to comply with all of the requirements imposed on us by Anatel or the Brazilian government. Our failure to
comply with these requirements may result in the imposition of fines or other government actions, including the termination of our
authorizations in the event of material non-compliance.

Our radio frequency authorizations for the 800 MHz, 900 MHz and 1800 MHZ bands, that we use to provide PCS services, expire beginning in
September 2007 and can only be renewed once for a 15 year period. We have applied for the renewal of such authorizations from Anatel. Anatel
may refuse to renew the authorizations if it believes that we are not using our allocated spectrum in a rational and proper manner, if it believes
that we have repeatedly violated applicable regulations or if it deems it necessary to reapportion the spectrum allocation. We cannot guarantee
that we will receive the renewal of such authorizations.

Any partial or total revocation of our authorizations or failure to receive renewal of such authorizations when they expire would have a material
adverse effect on our financial condition and results of operations.

The telecommunications industry is subject to rapid technological changes and these changes could have a material adverse effect on our
ability to provide competitive services.

The telecommunications industry is subject to rapid and significant technological changes. For example, the telecommunications industry is
trending toward the introduction of Third Generation ( 3G ) mobile telephone services which may be accomplished through the offer of additional
radiofrequencies or new licenses by Anatel or a combination of both. Our future success depends, in part, on our ability to anticipate and adapt

in a timely manner to technological changes. We expect that new products and technologies will emerge and that existing products and
technologies will be further developed.

The advent of new products and technologies could have a variety of consequences for us. New products and technologies may reduce the price
of our services by providing lower-cost alternatives, or they may also be superior to, and render obsolete, the products and services we offer and
the technologies we use, thus requiring investment in new technology. If such changes do transpire, our most significant competitors in the
future may be new participants in the market without the burden of any installed base of older equipment. The cost of upgrading our products
and technology in order to continue to compete effectively could be significant. Furthermore, if we are not able to expand our operations using
3G technology, we may experience adverse effects on our business, financial condition and results of operations.

Due to the nature of our business we are exposed to numerous consumer claims and tax-related proceedings.

Our business exposes us to a variety of lawsuits brought by or on behalf of consumers that are inherent in the mobile telecommunications
industry in Brazil. Currently, we are subject to a number of public civil actions and class actions that have been brought against mobile
telecommunications providers in Brazil relating principally to the expiration of prepaid usage credits, minimum term clauses, subscription fees
and the use of land to install our network sites. These suits include claims contesting certain aspects of the fee structure of our prepaid and
postpaid plans which are commonplace in the Brazilian telecommunications industry.

In addition, federal and state tax authorities in Brazil have brought actions challenging the tax treatment of certain components of the service
revenues earned by mobile telecommunications providers, such as the application of ICMS to activation fees and monthly subscription charges.
Currently, we are subject to approximately 150 tax-related lawsuits and administrative proceedings with an aggregate value of approximately
R$350 million. See Item 8. Financial Information Consolidated Statements and Other Financial Information Legal Proceedings .

Although many of these consumer and tax claims relate to general business practices in the Brazilian mobile telecommunications industry,
adverse determinations could have an adverse affect on our business practices and results of operations.

The mobile industry, including us, may be harmed by reports suggesting that radio frequency emissions cause health problems and interfere
with medical devices.

Media and other reports have suggested that radio frequency emissions from wireless handsets and base stations may cause health problems. If
consumers harbor health-related concerns, they may be discouraged from using wireless handsets. These concerns could have an adverse effect
on the wireless communications industry and, possibly, expose wireless providers, including us, to litigation. We cannot assure you that further
medical research and studies will refute a link between the radio frequency emissions of wireless handsets and base stations and these health
concerns.
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Government authorities could increase regulation of wireless handsets and base stations as a result of these health concerns or wireless
companies, including us, could be held liable for costs or damages associated with these concerns, which could have an adverse effect on our
business, financial condition and results of operation. The expansion of our network may be affected by these perceived risks if we experience
problems in finding new sites, which in turn may delay the expansion and may affect the quality of our services. On July 2, 2002, ANATEL
published Resolution No. 303 that limits emission and exposure for fields with frequencies between 9 kHz and 300 GHz. In addition, the
Brazilian government is developing specific legislation for the deployment of radio frequency transmission stations that will supersede the
existing state and municipal laws. The new laws may create additional transmission regulations which, in turn, could have an adverse effect on
our business.

The new index applied for the remuneration for the use of SMP s network may not be adequate.

As of 2006, the Brazilian government uses IST index (Indice de Servicos de Telecomunicagées) to adjust STFC Concessionaries rates, Industrial
Exploration of Dedicated Lines ( Exploragdo Industrial de Linha Dedicada or EILD ) and remuneration for the use of Personal Communication
Service ( Servigo Mével Pessoal or SMP ), which substitutes the General Price Index, or the IGP-DI (the fndice Geral de Precos Disponibilidade
Interna), an inflation index developed by the Fundagdo Getiilio Vargas, a private Brazilian foundation. Thus, the prices we may charge for our
services may be indirectly impacted by such new index. The Brazilian government begins to regulate the telecommunications industry based on

a model that analyzes companies costs based on a hypothetical company s costs and other factors. If this new adjustment mechanism, or any

other mechanism chosen by the Brazilian government in the future, does not adequately reflect the true effect of inflation on our prices, our

results of operations could be adversely affected.

Anatel s proposal regarding the consolidation of prices could have an adverse effect on our resulls.

Anatel has proposed new regulations on interconnection rules, some of which could have an adverse effect on our results. The public

consultation period on Anatel s proposal ended on October 18, 2004, but final regulations have not been promulgated except for the new General
Regulation of Interconnection ( Regulamento Geral de Interconexdo Resolution number 410/2005, or RGI ), the Regulation of Separation and
Allocation of Costs (Resolution number 396/2005) and the Regulation of EILD Resolution number 402/2005. The proposals that may adversely
affect our results are (1) a proposal that two SMP providers controlled by the same economic group receive only one instead of two
interconnection charges (VU-M) for calls originated and terminated in their networks, (2) a proposal for new negotiation rules for VU-M prices
by which Anatel would have a role in determining prices rather than the current, free-market negotiation of prices and (3) a proposal for VU-M
price unification among SMP providers of the same economic group having significant market power according to criteria still to be defined. If
these regulations take effect, they would have an adverse effect on our results of operations because (1) our interconnection charges would drop
significantly, thereby reducing our revenues, (2) Anatel may allow more favorable prices for economic groups without significant market power
and (3) the prices we charge in some regions in which we operate are higher than those in some other regions, and consolidation of those prices,
competitive pressures and other factors would reduce our average prices and thereby reduce our revenues.

Risks Relating to Brazil

Brazilian economic, political and other conditions, and Brazilian government policies or actions in response to these conditions, may
negatively affect our business, results of operations and the market price of our shares and ADSs

The Brazilian economy has been characterized by frequent and occasionally extensive intervention by the Brazilian government and unstable
economic cycles. The Brazilian government has often changed monetary, taxation, credit, tariff and other policies to influence the course of
Brazil s economy. For example, the government s actions to control inflation have at times involved setting of wage and price controls, blocking
access to bank accounts, imposing exchange controls and limiting imports into Brazil. We have no control over, and cannot predict, what

policies or actions the Brazilian government may take in the future.

Our business, results of operations, financial condition and prospects, as well as the market prices of our shares or the ADSs, may be adversely
affected by changes in Brazilian governmental policies and general economic factors, including, among others:

inflation;
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exchange rate movements;

exchange control policies;

interest rates;

price instability;

liquidity of domestic capital and lending markets;

expansion or contraction of the Brazilian economy, as measured by rates of growth in gross domestic product, or GDP;

energy shortages;

fiscal policies (including tax reforms currently under discussion in the Brazilian Congress);

social and political instability; and

other economic, political, diplomatic and social developments in or affecting Brazil.
A presidential election will be held in Brazil in October 2006. The President of Brazil has considerable power to determine governmental
policies and actions that relate to the Brazilian economy and, consequently, affect the operations and financial performance of businesses, such
as our company. The run-up to the presidential election may result in changes in existing governmental policies, and the post-election
administration even if President Luiz Indcio Lula da Silva is re-elected may seek to implement new policies. For example, the current
administration or the post-election administration may face domestic pressure to retreat from the current macroeconomic policies in an attempt
to achieve higher rates of economic growth.

Uncertainty leading up to and after the election over whether the Brazilian government may implement changes in policies or regulations
affecting any of the above factors or other factors may contribute to economic uncertainty in Brazil and to heightened volatility in the Brazilian
securities markets and securities issued abroad by Brazilian issuers. The Brazilian economy grew 2.3% in 2005, 4.9% in 2004 and 0.5% in 2003.
Due to the limited economic growth in recent years, it is not certain whether the current economic policy will prevail. Developments relating to
the above factors and other future developments in the Brazilian economy and governmental policies may adversely affect the Brazilian
economic environment, our business or financial performance and the market price of our shares or ADSs.

Tax reforms may affect our prices.

The Brazilian government has proposed tax reforms that are currently being considered by the Brazilian Congress. If we experience a higher tax
burden as a result of the tax reform, we may have to pass the cost of that tax increase to our customers. This increase may have a material
negative impact on the dividends paid by our subsidiaries to us and on our revenues and operating results.

Inflation, and government measures to curb inflation, may adversely affect the Brazilian economy, the Brazilian securities market, our
business and operations and the market prices of our shares or the ADSs.

Historically, Brazil has experienced high rates of inflation. Inflation and some of the Brazilian government s measures taken in an attempt to curb
inflation have had significant negative effects on the Brazilian economy generally. Inflation, policies adopted to contain inflationary pressures
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and uncertainties regarding possible future governmental intervention have contributed to economic uncertainty and heightened volatility in the
Brazilian securities market.

Since the introduction of the real in 1994, Brazil s inflation rate has been substantially lower than in previous periods. According to the General
Market Price Index (Indice Geral de Pregos do Mercado, or IGP-M), a general price inflation index developed by Fundagdo Getilio Vargas, a
private Brazilian foundation, the inflation rates in Brazil were 10.4% in 2001, 25.3% in 2002, 8.7% in 2003, 12.4% in 2004 and 1.2% in 2005. In
addition, according to the National Extended Consumer Price Index (fndice Nacional de Precos ao Consumidor Ampliado, or IPCA), published
by the Brazilian Institute of Geography and Statistics (/nstituto Brasileiro de Geografia e Estatistica, or IBGE), the Brazilian price inflation rates
were 7.7% in 2001, 12.5% in 2002, 9.3% in 2003, 7.6% in 2004 and 5.7% in 2005. The Brazilian government s measures to control inflation
have often included maintaining a tight monetary policy with high interest rates, thereby restricting availability of credit and reducing economic
growth. Inflation, actions to combat inflation and public speculation about possible additional actions have also contributed materially to
economic uncertainty in Brazil and to heightened volatility in the Brazilian securities markets.

Brazil may experience high levels of inflation in future periods. Periods of higher inflation may slow the rate of growth of the Brazilian
economy, which could lead to reduced demand for our products in Brazil and decreased net

19

Table of Contents 32



Edgar Filing: TIM PARTICIPACOES SA - Form 20-F

Table of Conten

sales. Inflation also is likely to increase some of our costs and expenses, which we may not be able to pass on to our customers and, as a result,
may reduce our profit margins and net income. In addition, high inflation generally leads to higher domestic interest rates, and, as a result, the
costs of servicing our debt may increase, resulting in lower net income. Inflation and its effect on domestic interest rates can, in addition, lead to
reduced liquidity in the domestic capital and lending markets, which could affect our ability to refinance our indebtedness in those markets. Any
decline in our net sales or net income and any deterioration in our financial condition would also likely lead to a decline in the market price of
our shares and the ADSs.

Exchange rate movements may adversely affect our financial condition and results of operations.

The Brazilian currency has been devalued frequently over the past four decades. Throughout this period, the Brazilian government has
implemented various economic plans and exchange rate policies, including sudden devaluations, periodic mini-devaluations (during which the
frequency of adjustments has ranged from daily to monthly), exchange controls, dual exchange rate markets and a floating exchange rate system.
From time to time, there have been significant fluctuations in the exchange rate between the Brazilian currency and the U.S. dollar and other
currencies. For example, the real depreciated against the U.S. dollar by 15.7% in 2001 and 34.3% in 2002. Notwithstanding the fact that the real
has appreciated 22.3%, 8.8% and 17.3%, in 2003, 2004 and 2005, respectively, there can be no guarantees as to whether the real will depreciate
or appreciate against the U.S. dollar in the future.

Continuing appreciation of the real against the U.S. dollar may lead to a deterioration of the country s current account and the balance of
payments, as well as to a dampening of export-driven growth. Any such appreciation could reduce the competitiveness of our exports and
adversely affect our net sales and our cash flows from exports. Devaluation of the real relative to the U.S. dollar could create additional
inflationary pressures in Brazil by increasing the price of imported products which may result in the adoption of deflationary government
policies. The sharp depreciation of the real in relation to the U.S. dollar may generate inflation and governmental measures to fight possible
inflationary outbreaks, including the increase in interest rates. Devaluations of the real would reduce the U.S. dollar value of distributions and
dividends on our preferred shares and ADSs and may also reduce the market value of such securities. Any such macroeconomic effects could
adversely affect our net operating revenues and our overall financial performance.

We acquire our equipment and handsets from global suppliers, the prices of which are denominated in U.S. dollars. Depreciation of the real
against the U.S. dollar may result in a relative increase in the price of our equipment and handsets. Thus, we are exposed to foreign exchange
risk arising from our need to make substantial dollar-denominated expenditures, particularly for imported components, equipment and handsets,
that we have limited capacity to hedge.

Fluctuations in interest rates may have an adverse effect on our business and the market prices of our shares or the ADSs.

The Central Bank establishes the basic interest rate target for the Brazilian financial system by reference to the level of economic growth of the
Brazilian economy, the level of inflation and other economic indicators. From February to July 17, 2002, the Central Bank reduced the basic
interest rate from 19% to 18%. From October 2002 to February 2003, the Central Bank increased the basic interest rate by 8.5 percentage points,
to 26.5% on February 19, 2003. The basic interest rate continued to increase until June 2003 when the Central Bank started to decrease it.
Subsequently, the basic interest rate suffered further fluctuations, and, in April 2006, the basic interest rate was 16.5%.

At December 31, 2005, all of our indebtedness was either denominated in reais and subject to Brazilian floating interest rates or subject to
currency swaps that are tied to Brazilian floating interest rates, such as the Long-Term Interest Rate (Taxa de Juros de Longo Prazo, or TILP),
the interest rate used in our financing agreements with Brazilian National Bank for Economic and Social Development (Banco Nacional de
Desenvolvimento Economico e Social BNDES, or BNDES), and the Interbank Deposit Certificate Rate (Certificado de Depositdrio
Interbancdrio, or CDI rate), an interbank certificate of deposit rate that applies to our foreign currency swaps and some of our other
real-denominated indebtedness. At December 31, 2005, R$130.8 million of our total consolidated indebtedness was subject to floating interest
rates, while at March 31, 2006, R$2.5 billion of our total consolidated indebtedness, accounting for the acquisition of TIM Celular and TIM
Maxitel, was subject to floating interest rates. Any increase in the CDI rate or the TILP rate may have an adverse impact on our financial
expenses and our results of operations.
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Brazilian government exchange control policies could adversely affect our ability to make payments on foreign currency-denominated debt.

The purchase and sale of foreign currency in Brazil is subject to governmental control. In the past, the Central Bank has centralized certain
payments of principal on external obligations. Many factors could cause the Brazilian government to institute a more restrictive exchange
control policy, including, without limitation, the extent of Brazilian foreign currency reserves, the availability of sufficient foreign exchange, the
size of Brazil s debt service burden relative to the economy as a whole, Brazil s policy towards the International Monetary Fund, or IMF, and
political constraints to which Brazil may be subject. A more restrictive policy could affect the ability of Brazilian debtors (including us) to make
payments outside of Brazil to meet foreign currency-denominated obligations.

We may be affected by political and economic instability in Brazil.

In recent months, allegations of unethical or illegal conduct have been leveled at certain figures in the Brazilian government, legislators and
party officials. The allegations, which are currently under investigation by the Brazilian Congress, relate to alleged violations or rules relating to
election laws and campaign financing, allegations of influencing officials and other allegedly corrupt behavior. Several members of both the
Brazilian government and the political party of the current president have resigned as a result, including the president s chief of staff and most
recently the Minister of Finance, Antonio Palocci. If the allegations or investigations lead to a materially adverse perception of Brazil among
investors, the trading value of our preferred shares and ADSs may decline and our ability to access international markets would suffer. In
addition, any political instability resulting from the allegations or investigations could cause us to re-evaluate our strategies if the Brazilian
economy suffers as a result.

Adverse changes in Brazilian economic conditions could cause an increase in customer defaults on their outstanding obligations to us,
which could materially reduce our earnings.

Our operations are significantly dependent on our customers ability to make payments on their accounts. If the Brazilian economy worsens
because of, among other factors, the level of economic activity, devaluation of the real, inflation or an increase in domestic interest rates, a
greater portion of our customers may not be able to make timely payments for services, which would increase our past due accounts and could
materially reduce our net earnings. In addition, the growth of our postpaid base makes us more vulnerable to any increases in customer defaults.

Developments in other countries, especially in emerging market countries, may adversely affect the Brazilian economy, limit our access to
international capital markets and negatively impact the market prices of our shares and ADSs.

The market value of securities of Brazilian companies is affected to varying degrees by economic and market conditions in other countries,
including other Latin American and emerging market countries. Although economic conditions in such countries may differ significantly from
economic conditions in Brazil, investors reactions to developments in these other countries may have an adverse effect on the market value of
securities of Brazilian issuers. Crises in other emerging market countries may diminish investor interest in securities of Brazilian issuers,
including ours. This could adversely affect the trading price of the ADSs or our preferred shares, and could also make it more difficult for us to
access the capital markets and finance our operations in the future on acceptable terms or at all.

Risks Relating to Our ADSs
Holders of our preferred shares, including preferred shares in the form of ADSs, have no voting rights except under limited circumstances.

Of our two classes of capital stock outstanding, only our common shares have full voting rights. Except in certain limited circumstances, our
preferred shares will be entitled to vote only in the event that we fail to pay minimum dividends for a period of three consecutive years. As a
result, holders of our preferred shares generally will not be able to influence any corporate decision requiring a shareholder vote, including the
declaration of dividends.

Holders of our preferred shares or ADSs may not receive any dividends.

According to Brazilian corporate law and our bylaws, we must generally pay dividends to all shareholders of at least 25% of our annual net
income, as determined and adjusted under the Brazilian corporate law. These adjustments to net income for purposes of calculating the basis for
dividends include allocations to various reserves that effectively reduce the amount available for the payment of dividends. However, we may be
unable to pay
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minimum dividends if we have net losses. In addition, according to Brazilian corporate law, we need not pay dividends to our shareholders in
any particular fiscal year if our board of directors determines that such distributions would be inadvisable in light of our financial condition.

Since we are a holding company, our income consists of distributions from our subsidiaries in the form of dividends or other advances and
payments. We do not generate our own operating revenues, and we are dependent on dividends and other advances and payments for our cash
flow, including to make any dividend payments or to make payments on our indebtedness.

Holders of our ADSs are not entitled to attend shareholders meetings and may only vote through the Depositary.

Under Brazilian law, only shareholders registered as such in our corporate books may attend shareholders meetings. All preferred shares
underlying our ADSs are registered in the name of the Depositary. A holder of ADSs, accordingly, is not entitled to attend shareholders
meetings. Holders of our ADSs may exercise their limited voting rights with respect to our preferred shares represented by the ADSs only in
accordance with the deposit agreement relating to the ADSs. There are practical limitations upon the ability of ADS holders to exercise their
voting rights due to the additional steps involved in communicating with ADS holders. For example, we are required to publish a notice of our
shareholders general meetings in certain newspapers in Brazil. Holders of our shares can exercise their right to vote at a shareholders general
meeting by attending the meeting in person or voting by proxy. By contrast, holders of our ADSs will receive notice of a shareholders general
meeting by mail from the ADR depositary following our notice to the ADR depositary requesting the ADR depositary to do so. To exercise their
voting rights, ADS holders must instruct the ADR depositary on a timely basis. This noticed voting process will take longer for ADS holders
than for direct holders of our shares. If it fails to receive timely voting instructions from a holder for the related ADSs, the ADR depositary will
assume that such holder is instructing it to give a discretionary proxy to a person designated by us to vote your ADSs, except in limited
circumstances.

We cannot assure you that holders will receive the voting materials in time to ensure that such holders can instruct the depositary to vote the
shares underlying their respective ADSs. In addition, the depositary and its agents are not responsible for failing to carry out holder s voting
instructions or for the manner of carrying out your voting instructions. This means that holders may not be able to exercise their right to vote and
may have no recourse if our shares held by such holders are not voted as requested.

The value of our ADSs or shares may depreciate if our control is changed.

In the event there is a change of our control, our minority common shareholders are entitled to tag-along rights whereby they may choose to also
sell their shares to the new controlling shareholder for at least 80% of the price paid by the new controlling shareholders for the shares of our
former controlling shareholder. Accordingly, if such change of control happens, the market value of our common shares may appreciate while
the market value of our preferred shares may depreciate.

Holders of our ADSs or preferred shares in the United States may not be entitled to participate in future preemptive rights offerings.

Under Brazilian law, if we issue new shares for cash as part of a capital increase, we generally must grant our shareholders the right to purchase
a sufficient number of shares to maintain their existing ownership percentage. Rights to purchase shares in these circumstances are known as
preemptive rights. We may not legally allow holders of our ADSs or preferred shares in the United States to exercise any preemptive rights in
any future capital increase unless we file a registration statement with the SEC with respect to that future issuance of shares or the offering
qualifies for an exemption from the registration requirements of the Securities Act. At the time of any future capital increase, we will evaluate
the costs and potential liabilities associated with filing a registration statement with the SEC and any other factors that we consider important to
determine whether to file such a registration statement. We cannot assure holders of our ADSs or preferred shares in the United States that we
will file a registration statement with the SEC to allow them to participate in a preemptive rights offering. As a result, the equity interest of those
holders in us may be diluted proportionately.

Enforcement of rights in Brazil may be difficult.

We and our directors and officers reside in outside the United States, and a substantial portion of the assets of these persons and our assets are
located in Brazil. As a result, it may not be possible to effect service of process upon these persons within the United States or other jurisdictions
outside of Brazil. Brazilian law provides that a final decision obtained against us in a foreign jurisdiction may be enforceable in Brazil without
reconsideration of
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the merits upon confirmation of that judgment by the Superior Court of Justice, upon the fulfillment of some conditions. However, there can be
no assurance that these conditions will be met and, consequently, that it will be possible to enforce judgments of non-Brazilian courts in Brazil,
including judgments predicated on civil liability under the U.S. securities laws against us or our directors and officers.

Restrictions on the movement of capital out of Brazil may adversely affect your ability to receive dividends and distributions on, or the
proceeds of any sale of, our shares and the ADSs.

Brazilian law permits the Brazilian government to impose temporary restrictions on conversions of Brazilian currency into foreign currencies

and on remittances to foreign investors of proceeds from their investments in Brazil, whenever there is a serious imbalance in Brazil s balance of
payments or there are reasons to expect a pending serious imbalance. The Brazilian government last imposed remittance restrictions for
approximately six months in 1989 and early 1990. In the event that the Brazilian government determines that the Brazilian foreign currency
reserves need to be maintained, it may impose temporary charges on any overseas remittance of up to 50% of the value of the remittance. We
cannot assure you that the Brazilian government will not take any such measures in the future.

Any imposition of restrictions on conversions and remittances could hinder or prevent holders of our shares or the ADSs from converting into
U.S. dollars or other foreign currencies and remitting abroad dividends, distributions or the proceeds from any sale in Brazil of our shares.
Exchange controls could also prevent us from making payments on our U.S. dollar-denominated debt obligations and hinder our ability to access
the international capital markets. As a result, exchange controls restrictions could reduce the market prices of our shares and the ADSs.

Holders of ADSs may face difficulties in protecting their interests because we are subject to different corporate rules and regulations as a
Brazilian company and our shareholders may have less extensive rights.

Holders of ADSs will not be direct shareholders of our company and will be unable to enforce the rights of shareholders under our by-laws and
the Brazilian Corporation Law.

Our corporate affairs are governed by our by-laws and the Brazilian Corporation Law, which differ from the legal principles that would apply if
we were incorporated in a jurisdiction in the United States, such as the state of Delaware or New York, or elsewhere outside Brazil. Even if a
holder of ADSs surrenders its ADSs and becomes a direct shareholder, its rights as a holder of our shares under the Brazilian Corporation Law
to protect its interests relative to actions by our board of directors or executive officers may be fewer and less well-defined than under the laws
of those other jurisdictions.

Although insider trading and price manipulation are crimes under Brazilian law, the Brazilian securities markets are not as highly regulated and
supervised as the U.S. securities markets or the markets in some other jurisdictions. In addition, rules and policies against self-dealing or for
preserving shareholder interests may be less well-defined and enforced in Brazil than in the United States and certain other countries, which may
put holders of our shares and the ADSs at a potential disadvantage. Corporate disclosures also may be less complete or informative than for a
public company in the United States or in certain other countries.

Judgments seeking to enforce our obligations in respect of our shares or ADSs in Brazil will be payable only in reais.

If proceedings are brought in the courts of Brazil seeking to enforce our obligations in respect of our shares or ADSs, we will not be required to
discharge our obligations in a currency other than reais. Under Brazilian exchange control limitations, an obligation in Brazil to pay amounts
denominated in a currency other than reais may only be satisfied in Brazilian currency at the exchange rate, as determined by the Central Bank,
in effect on the date the judgment is obtained, and such amounts are then adjusted to reflect exchange rate variations through the effective
payment date. The then prevailing exchange may not afford non-Brazilian investors with full compensation for any claim arising out of or
related to our obligations under our shares or the ADSs.

The relative volatility and limited liquidity of the Brazilian securities markets may negatively affect the liquidity and market prices of our
shares and the ADSs.

The Brazilian securities markets are substantially smaller, less liquid and more volatile than major securities markets in the United States. The
Séo Paulo Stock Exchange had a total market capitalization of U.S.$482.1 billion (or R$1,128.1 billion) at December 31, 2005 and an average
daily trading volume of U.S.$666.6 million for 2005. By contrast, the New York Stock Exchange had a market capitalization of U.S.$13.4
trillion at December 31, 2005
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and an average daily trading volume of U.S.$56.1 billion for 2005. The Brazilian securities markets are also characterized by considerable share
concentration. The ten largest companies in terms of market capitalization represented approximately 58.65% of the aggregate market
capitalization of the Sdo Paulo Stock Exchange at December 31, 2005. In addition, the ten most widely traded stocks in terms of trading volume
accounted for approximately 50.3% of all shares traded on the Sdo Paulo Stock Exchange in 2005. These market characteristics may
substantially limit the ability of holders of the ADSs to sell shares underlying ADSs at a price and at a time when they wish to do so and, as a
result, could negatively impact the market prices of our securities.

Shares eligible for future sale may adversely affect the market value of our shares and ADSs.

Certain of our shareholders have the ability, subject to applicable Brazilian laws and regulations and applicable securities laws in the relevant
jurisdictions, to sell our shares and ADSs. We cannot predict what effect, if any, future sales of our shares or ADSs may have on the market
price of our shares or ADSs. Future sales of substantial amounts of such shares or ADSs, or the perception that such sales could occur, could
adversely affect the market prices of our shares or ADSs.

Holders of ADSs or preferred shares could be subject to Brazilian income tax on capital gains from sales of ADSs or preferred shares.

According to Article 26 of Law No. 10,833 of December 29, 2003, which came into force on February 1, 2004, capital gains realized on the
disposition of assets located in Brazil by non-Brazilian residents, whether or not to other non-residents and whether made outside or within
Brazil, are subject to taxation in Brazil at a rate of 15%, or 25% if realized by investors resident in a tax haven jurisdiction (i.e., a country that
does not impose any income tax or that imposes tax at a maximum rate of less than 20%). Although we believe that the ADSs will not fall within
the definition of assets located in Brazil for the purposes of Law No. 10,833, considering the general and unclear scope of Law 10,833 and the
absence of any judicial guidance in respect thereof, we are unable to predict whether such interpretation will ultimately prevail in the Brazilian
courts.

Gains realized by non-Brazilian holders on dispositions of preferred shares in Brazil or in transactions with Brazilian residents may be exempt
from Brazilian income tax, taxed at a rate of 15% or taxed at a rate of 25%, depending on the circumstances. Gains realized through transactions
on Brazilian stock exchanges, if carried out in accordance with Resolution 2,689, of January 26, 2000 ( Resolution CMN 2,689 ), of the National
Monetary Council or Conselho Monetdrio Nacional ( CMN ), as described below in  Additional Information Taxation Brazilian Tax
Considerations Taxation of Gains, are exempt from the Brazilian income tax. Gains realized through transactions on Brazilian stock exchanges
are subject to tax at a rate of 15% and also to withholding income tax at a rate of 0.005% (to offset the tax due on eventual capital gain). Gains
realized through transactions with Brazilian residents or through transactions in Brazil not on the Brazilian stock exchanges are subject to tax at
arate of 15%, or 25% if realized by investors resident in a tax haven jurisdiction.

An exchange of ADSs for preferred shares risks loss of certain foreign currency remittance and Brazilian tax advantages.

The ADSs benefit from the certificate of foreign capital registration, which permits JP Morgan Chase Bank, as depositary, to convert dividends
and other distributions with respect to preferred shares into foreign currency, and to remit the proceeds abroad. Holders of ADSs who exchange
their ADSs for preferred shares will then be entitled to rely on the depositary s certificate of foreign capital registration for five business days
from the date of exchange. Thereafter, they will not be able to remit non-Brazilian currency abroad unless they obtain their own certificate of
foreign capital registration, or unless they qualify under Resolution CMN 2,689, which entitles certain investors to buy and sell shares on
Brazilian stock exchanges without obtaining separate certificates of registration.

If holders of ADSs do not qualify under Resolution CMN 2,689, they will generally be subject to less favorable tax treatment on distributions
with respect to our preferred shares. There can be no assurance that the depositary s certificate of registration or any certificate of foreign capital
registration obtained by holders of ADSs will not be affected by future legislative or regulatory changes, or that additional Brazilian law
restrictions applicable to their investment in the ADSs may not be imposed in the future.
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Item 4. Information on the Company

A. History and Development of the Company
Basic Information

TIM Participagdes S.A. is a corporation (sociedade anénima) organized under the laws of the Federative Republic of Brazil and, with the recent
acquisition of TIM Celular, is the only nationwide wireless provider in Brazil.

Our headquarters are located at Avenida das Américas, 3434-7th floor, 22640-102 Rio de Janeiro, Brazil and our telephone number is +55
(21) 4009-3742 and our fax number is +55 (21) 4009-3990.

Our agent for service of process in the United States is CT Corporation located at 111 Eighth Avenue, New York, NY 10011.
Historical Background

Our controlling shareholder, TIM Brasil (formerly Bitel), is a wholly-owned Brazilian subsidiary of TIM International N.V., which in turn is a
wholly-owned Netherlands subsidiary of Telecom Italia. Telecom Italia operates in the Italian, Latin American and Mediterranean basin

markets, reaching a total of 48.7 million clients worldwide as of December 31, 2005, of which 28.5 million are in the Italian market. The merger
of Telecom Italia Mobile S.p.A. ( Telecom Italia Mobile ) with and into Telecom Italia was approved in a series of shareholder meetings held in
early April 2005, and became effective on June 30, 2005. Telecom Italia is one of the world s largest fixed-line telecommunications operators,
with approximately 25.9 million installed fixed lines (including ISDN equivalent lines). Telecom Italia s business activities also include leasing
its lines and providing data communications services, information technology software and information technology services. Some of these
services are provided through Finsiel, Olivetti, Technost, Telecom Italia Lab and Telecom Italia Media. In May 2003, the shareholders of
Telecom Italia and Olivetti S.p.A. ( Olivetti ) approved the merger of Telecom Italia into Olivetti. Upon completion of this merger, the new entity
was named Telecom Italia S.p.A. The group s subsidiaries and its portfolio of investments include fixed-line and mobile telecommunications
companies which operate mainly in Latin America and certain European countries.

Telecom Italia began operating in Brazil in 1998 and is today one of the leading wireless operators in the country. Telecom Italia considers its
operations in Brazil extremely important, both as a standalone business and as a fundamental part of its Pan-South American GSM strategy. In
the 2001 auctions held by Anatel for Bands D and E, Telecom Italia Mobile was the only company to be awarded licenses covering the entirety
of the Brazilian territory, becoming as a result the sole operator to offer services on a nationwide level under the same brand. In 2002, Telecom
Italia (then Telecom Italia Mobile) formed TIM Brasil, the holding company of Telecom Italia s operating companies in Brazil.

Prior to the incorporation of Telebrds in 1972, there were more than 900 telecommunications companies operating throughout Brazil. Between
1972 and 1975, Telebris, as a regulated monopoly, acquired almost all the telephone companies operating in Brazil. Beginning in 1995, the
Brazilian federal government undertook a comprehensive reform of Brazil s telecommunications regulatory system. In 1996 and 1997, new
Brazilian laws and decrees were adopted which provided for the privatization of Telebrds and introduced competition by allowing the auction of
authorizations and concessions to privately -owned telecommunications service providers, while establishing Anatel as an independent
regulatory agency.

The new regulatory framework established the structure of the Brazilian mobile telecommunications industry in place today. Ten wireless areas
were established by Anatel. The cellular operations of Telebrds and another state -owned company were spun off into new holding companies.
When these holding companies were privatized their operating subsidiaries became the legacy monopoly providers in each of the ten wireless
areas, servicing essentially all the mobile customers then in the area. To introduce competition, additional bandwidths were auctioned off. As a
result, seven of such ten areas now have four mobile service providers, and the rest have three such providers.

In May 1998, through the breakup of Telebrds, 12 new holding companies (the New Holding Companies ) were formed. The restructuring was
conducted by means of a procedure under Brazilian corporate law called cisdo or split up. Virtually all of the assets and liabilities of Telebris,
including the shares held by Telebrds in the operating companies of the Telebrds System, were allocated to the New Holding Companies. The
split-up of the Telebras System into the New Holding Companies is referred to in this respect as the Breakup or the Breakup of Telebras.
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The New Holding Companies, together with their respective subsidiaries, consisted of:

eight cellular telecommunications service providers, each operating in one of ten regions (each a Cellular Region );

three fixed-line telecommunications service providers, each providing local service and intraregional long distance service in one
of three regions (each a Fixed-Line Region ); and

Embratel Participagdes S.A. Embratel ( Embratel ), which provides domestic long distance telecommunications service
(including intraregional and interregional), as well as international telecommunications service throughout Brazil.
Upon the Breakup of the Telebras System, the Brazilian territory was initially divided by Anatel into ten separate cellular service regions ( Band
A Regions ), each serviced by one of the New Holding Companies operating in the cellular telecommunications business. In addition, under the
General Telecommunications Law, the Federal Government granted authorizations to new companies to provide cellular telecommunications
service within a 25 MHz sub-band within the band of 800 to 850 MHz, which is referred to as Band B ( Band B ). Companies operating under the
Band B are distributed throughout ten different regions, which generally overlap with the Band A Regions.

The rules set forth by Anatel prevented the controlling shareholders of Band A and Band B cellular service providers from holding more than
one license, either in the form of an authorization or a concession, in a single PCS region. Accordingly, a company controlling a Band A or Band
B cellular service provider that acquired control of a PCS authorization resulting in a geographical overlap of its licenses had two alternatives:

it could have sold its controlling shares in either the Band A or the Band B cellular service provider within six months of
purchasing the PCS authorization; or

it could have waived the right to operate under the PCS authorization in the areas where overlapping Band A and Band B
services existed.
As a result, some companies controlled by Telecom Italia waived their rights to provide PCS services in certain areas. Specifically, in 2001, TIM
Brasil s subsidiaries Portale Rio Norte and TIM Centro Sul waived their rights to operate under PCS authorizations in areas currently served by
TIM Macxitel and us, because of geographical overlaps in the PCS authorizations awarded to Portale Rio Norte and TIM Centro Sul and the
concessions held at that time by Maxitel and us.

On December 31, 2002, TIM Celular Centro Sul and Portale Rio Norte merged into Portale Sdo Paulo S.A. On January 22, 2003, Portale Sdo
Paulo S.A. changed its name to TIM Celular S.A.

TSU and TND, the two companies that merged to form TIM in 2004, were each one of the New Holding Companies. In the Breakup of

Telebras, TSU and TND were each allocated all of the share capital held by Telebras in the operating subsidiaries of the Telebrds System that
provided cellular telecommunications services in their respective regions. The New Holding Company providing fixed-line telecommunications
service in the Southern Region, in which TIM Sul operates, is Brasil Telecom, S/A ( Brasil Telecom ) and the New Holding Company providing
fixed-line telecommunications service in the Northeastern Region, in which TIM Nordeste operates, is Tele Norte Leste Participacdes S.A.
(together with its subsidiaries, Telemar ).

In July 1998, the Federal Government sold substantially all its shares of the New Holding Companies, including its shares of TSU and TND, to
private investors. Shares of TSU and TND previously owned by the Federal

Government were sold to a consortium comprised of UGB Participagdes Ltda. ( UGB ) and Bitel, both companies organized according to the laws
of the Federative Republic of Brazil. In March 1999, UGB sold its ownership interest in TSU and TND to Bitel, effective on upon approval by
Anatel and the Brazilian antitrust agency ( CADE ). In September 2003, TIM Brasil S.A. merged into Bitel, and its corporate name was changed
to TIM Brasil Servigos e Participacdes S.A. ( TIM Brasil ). TIM Brasil is wholly owned, indirectly, by Telecom Italia, a corporation organized
under the laws of Italy.
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In December 2002, TIM Sul and TIM Nordeste converted their respective concessions to operate under Cellular Mobile Service ( SMC )
regulations into authorizations to operate under Personal Communications Services ( PCS ) regulations. Each of SMC and PCS are subject to
specific regulations that differ from each other. As part of this conversion process, in July 2003, TIM Sul and TIM Nordeste also received from
Anatel a national long distance and an international authorization, which were returned to Anatel in January 2005.
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In July 2003, TSU subsidiaries Telesc Celular and CTMR Celular merged into Telepar Celular, which had its name changed to TIM Sul S.A.
( TIM Sul ). In January 2004, TND s then-subsidiaries merged into Telpe Celular, which had its name changed to TIM Nordeste
Telecomunicacdes S.A. ( TIM Nordeste ).

In August 2004, TND merged with and into TSU and the latter was renamed TIM Participacdes S.A. ( TIM ), in order to integrate the two
companies operations, reduce administrative costs, improve access to capital and achieve greater market liquidity. TIM Nordeste, formerly an
operating subsidiary of TND, became an operating subsidiary of TIM, along with TIM Sul. For accounting purposes, the merger was treated as if
it had occurred on January 1, 2004.

On May 30, 2005, we acquired all outstanding minority interests in our subsidiaries TIM Sul and TIM Nordeste.
Recent Developments
Proposed Amendment to Bylaws

On May 4, 2006, our Board of Directors approved a proposal to amend our bylaws. The proposed amendments included, among other things:

(1) the expansion of the duties of the Board of Directors; (2) the creation of the Board of Executive Officers, which is responsible for approving
significant transactions and the proposals, plans and projects to be submitted to the Board of Directors and/or Shareholders Meeting; (3) the
promulgation of certain standards relating to the Statutory Audit Committee; and (4) other measures aimed at increasing transparency and
enhancing corporate governance, such as reducing the term of Directors and Executive Officers from three to two years and increasing the
maximum number of members of the Board of Directors from the five to seven members. The proposal will be submitted to our shareholders for
their approval at a Special Shareholders Meeting.

Acquisition of TIM Celular S.A. by TIM Participagdes

On March 16, 2006, we acquired all of the share capital of TIM Celular, a wholly-owned subsidiary of our controlling shareholder, TIM Brasil,
in order to integrate the two companies operations, seeking to optimize the group s financial structure and management, creating one of the
largest Brazilian wireless companies in terms of market capitalization presenting an attractive investment for shareholders. As a result, TIM
Celular and its operating subsidiary, TIM Macxitel, became our subsidiaries. The acquisition became effective following approval in the
Extraordinary Shareholders Meetings of our shareholders and the shareholders of TIM Celular, respectively, on March 16, 2006. For accounting
purposes, the acquisition will be treated as if it had occurred on January 1, 2006. We intend to merge TIM Sul with and into TIM Celular and
TIM Nordeste with and into TIM Macxitel in second half of 2006 in order to, among other things, further simplify our corporate structure and
optimize certain tax benefits. On March 16, 2006, the corporate capital of TIM Participagdes was increased by R$5,983.8 million with the
issuance of 1,443,012,977,093 shares that were subscribed by TIM Brasil to fund the acquisition of TIM Celular. The total capital of TIM
Participagdes after the capital increase was R$7,455.9 million.

TIM Celular is a corporation (sociedade andnima) organized under the laws of Brazil, formed by the merger of TIM Celular Centro Sul and
Portale Rio Norte into Portale Sdo Paulo S.A., which changed its name to TIM Celular S.A.

TIM Celular together with its subsidiary, TIM Maxitel, cover an area containing 137.6 million inhabitants. TIM Celular provides cellular
services to approximately 9.6 million customers in the Brazilian states of Acre, Amapd, Amazonas, Espirito Santo, Goids, Maranhdo, Mato
Grosso, Mato Grosso do Sul, Pard, Rio de Janeiro, Rio Grande do Sul (except , Capdo do Ledo, Morro Redondo, Pelotas and Turugu), Rondodnia,
Roraima, Sao Paulo, Tocantins and in the Federal District. TIM Celular s subsidiary, TIM Maxitel, provides cellular services to approximately
3.7 million customers in the Brazilian states of Bahia, Minas Gerais and Sergipe. In 2005, the combined penetration of TIM Celular and TIM
Maxitel reached 49.4% and their combined market share totaled 18.5%.
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The following table provides selected financial data for the year ended December 31, 2005 for TIM Celular and are derived from the annual
financial statements of TIM Celular for December 31, 2005.

December 31,
2005
2005
U.S.$(1) R$
(in thousands of reais or U.S. dollars)
Brazilian GAAP
Income Statement Data:

Gross profit 722,529 1,691,223
Operating loss (438,336) (1,026,012)
Net loss (574,248) (1,344,143)
Balance Sheet Data:

Property, plant and equipment, net 1,938,872 4,538,318
Shareholders equity 2,556,408 5,983,785

(1)  Solely for the convenience of the reader, we have translated these amounts from reais into U.S. dollars using the commercial selling rate as
reported by the Central Bank at December 30, 2005 of R$2.3407 to U.S.$1.00. See Presentation of Information Presentation of Financial
Information.

We intend to merge TIM Sul with and in to TIM Celular and TIM Nordeste with and in to TIM Maxitel in the second half of 2006 in order to,

among other things, further simplify our corporate structure and optimize fiscal benefits.

Agreement between Telecom Italia Group and Brasil Telecom

On April 28, 2005, Telecom Italia s subsidiary, TIM Brasil, and Brasil Telecom reached an agreement, providing for a series of transactions
requiring the approval of the relevant Brazilian authorities, calls for: (i) the merger of BRTC, a company 100%-controlled by Brasil Telecom
and operating mobile services in Region 2, into TIM Brasil; (ii) the development of commercial and marketing activities, combining the two
groups technological know-how, services and distribution networks; and (iii) the elimination of existing regulatory overlapping licenses.

In particular, TIM Brasil agreed to relinquish its long distance license and to avail itself of the transport services of Brasil Telecom, and Brasil
Telecom agreed to acquire a minor equity participation in TIM Brasil and to place its sites and infrastructure at the disposal of TIM Brasil, thus
accelerating plans for the development of network coverage.

The agreement was designed to, inter alia, meet the requirements of the Brazilian Telecommunications Authority (Anatel) aimed at resolving the
issue of the overlapping 