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Expectations for an economic recovery represent a potential upside…
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…while a regulatory simplification trend might provide an 
additional upside
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HIGHLIGHTS

 Consolidated in R$ million 4Q17 4Q16 ∆% 3Q17 ∆% 2017 2016 ∆%

Net Operating Revenues 11,033.6 10,873.6 1.5                10,885.9 1.4                43,206.8 42,508.4 1.6                

Net Operating Service Revenues 10,736.2 10,596.8 1.3                10,631.3 1.0                42,136.4 41,312.8 2.0                

Net Service Mobile Revenues 6,552.7 6,315.8 3.8                6,355.5 3.1                25,387.9 24,342.7 4.3                

Net Operating Fixed Revenues 4,183.6 4,281.0 (2.3)              4,275.8 (2.2)              16,748.5 16,970.2 (1.3)              

Net Handset Revenues 297.3 276.9 7.4                254.6 16.8             1,070.5 1,195.6 (10.5)            

Operating Costs (7,266.9) (7,250.3) 0.2               (7,209.0) 0.8               (28,720.9) (28,486.0) 0.8               

Recurring Operating Costs
1 (7,088.0) (7,197.8) (1.5)              (7,209.0) (1.7)              (28,542.0) (28,845.8) (1.1)              

EBITDA 3,766.7 3,623.3 4.0               3,676.9 2.4               14,485.9 14,022.4 3.3               

EBITDA Margin % 34.1% 33.3% 0.8 p.p. 33.8% 0.4 p.p. 33.5% 33.0% 0.5 p.p.

Recurring EBITDA
1 3,945.6 3,675.8 7.3                3,676.9 7.3                14,664.8 13,662.6 7.3                

Recurring EBITDA Margin
1
 % 35.8% 33.8% 2.0 p.p. 33.8% 2.0 p.p. 33.9% 32.1% 1.8 p.p.

Net Income 1,517.0 1,214.8 24.9             1,222.7 24.1             4,608.8 4,085.2 12.8             

Recurring Net Income
1 1,635.1 1,249.4 30.9             1,222.7 33.7             4,726.9 3,847.7 22.8             

Capex (ex-Licenses)
2 2,664.7 2,800.1 (4.8)              2,187.5 21.8             7,998.3 8,003.7 (0.1)              

Operational Cash Flow
1,2 1,280.9 875.7 46.3             1,489.4 (14.0)            6,666.5 5,658.9 17.8             

Total Accesses (thousand) 97,797 97,129 0.7                97,639 0.2                97,797 97,129 0.7                

Total Mobile Accesses 74,940 73,778 1.6                74,562 0.5                74,940 73,778 1.6                

Total Fixed Accesses 22,857 23,352 (2.1)              23,077 (1.0)              22,857 23,352 (2.1)              

1) Excluding the following non-recurring effects: non-cash regulatory provision in 4Q17, with a negative impact of R$178.9 million on costs and EBITDA and R$118.1

million on net income; the sale of towers in 1Q16, with a positive impact of R$513.5 million on costs and EBITDA and R$338.9 million on net income; the organizational

restructuring in 2Q16, with a negative impact of R$101.2 million on costs and EBITDA and R$66.8 million on net income; and the corporate restructuring in 4Q16, with a

negative impact of R$52.5 million on costs and EBITDA and R$34.6 million on net income.

2) Excluding the amounts related to the 2.5GHz licenses totaling R$185.5 million acquired at the Anatel leftover spectrum auction, accounted in 1Q16.
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NET OPERATING MOBILE REVENUES

 Consolidated in R$ million 4Q17 4Q16 ∆% 3Q17 ∆% 2017 2016 ∆%

Net Operating Mobile Revenues 6,850.0 6,592.6 3.9  6,610.1 3.6  26,458.3 25,538.2 3.6  

Net Service Mobile Revenues 6,552.7 6,315.8 3.8  6,355.5 3.1  25,387.9 24,342.7 4.3  

Outgoing Voice 1,325.8 2,035.8 (34.9) 1,433.0 (7.5) 5,970.7 8,938.9 (33.2) 

Interconnection 291.0 343.1 (15.2) 296.4 (1.8) 1,093.2 1,299.2 (15.9) 

Data and Digital Services 4,916.2 3,934.2 25.0  4,630.5 6.2  18,305.9 14,055.2 30.2  

Messaging P2P 335.9 357.1 (6.0) 350.5 (4.2) 1,427.0 1,506.1 (5.2) 

Internet 3,250.2 3,008.4 8.0  3,289.9 (1.2) 13,464.9 10,297.5 30.8  

Digital Services 1,330.1 568.7 133.9  990.0 34.3  3,413.9 2,251.6 51.6  

Other Services 19.7 2.7 632.1  (4.3) n.a.  18.1 49.4 (63.4) 

Net Handset Revenues 297.3 276.9 7.4  254.6 16.8  1,070.5 1,195.6 (10.5) 

% Data and Digital Services Revenues / MSR 75.0% 62.3% 12.7 p.p. 72.9% 2.2 p.p. 72.1% 57.7% 14.4 p.p.

NET OPERATING FIXED REVENUES

 Consolidated in R$ million 4Q17 4Q16 ∆% 3Q17 ∆% 2017 2016 ∆%

Net Operating Fixed Revenues 4,183.6 4,281.0 (2.3) 4,275.8 (2.2) 16,748.5 16,970.2 (1.3) 

Voice 1,616.6 1,889.0 (14.4) 1,658.5 (2.5) 6,850.0 7,624.0 (10.2) 

Interconnection 46.2 62.6 (26.2) 41.3 11.7  181.6 280.0 (35.1) 

Broadband¹ 1,253.3 1,021.4 22.7  1,165.8 7.5  4,579.8 3,923.2 16.7  

Corporate Data and IT 630.7 659.6 (4.4) 758.8 (16.9) 2,578.7 2,560.1 0.7  

Pay TV 472.6 485.7 (2.7) 486.6 (2.9) 1,910.1 1,932.5 (1.2) 

Other Services 164.3 162.6 1.0  164.7 (0.3) 648.4 650.4 (0.3) 

% Non-Voice Revenues² / Net Operating Fixed Revenues 60.3% 54.4% 5.8 p.p. 60.2% 0.0 p.p. 58.0% 53.4% 4.6 p.p.

1) Broadband revenue includes residential clients and SMEs.

2) Non-voice revenue includes revenue from Broadband, Corporate Data and IT, Pay TV and Other Services.
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MOBILE OPERATING PERFORMANCE

 Thousand 4Q17 4Q16 ∆% 3Q17 ∆% 2017 2016 ∆%

Mobile Total Accesses 74,940 73,778 1.6  74,562 0.5  74,940 73,778 1.6  

   Postpaid 36,772 33,391 10.1  35,664 3.1  36,772 33,391 10.1  

   M2M 6,321 5,013 26.1  5,854 8.0  6,321 5,013 26.1  

   Prepaid 38,168 40,387 (5.5) 38,897 (1.9) 38,168 40,387 (5.5) 

Market Share 31.7% 30.2% 1.5 p.p. 30.9% 0.8 p.p. 31.7% 30.2% 1.5 p.p.

   Postpaid 41.8% 42.1% (0.3) p.p. 42.1% (0.3) p.p. 41.8% 42.1% (0.3) p.p.

   M2M 41.5% 39.4% 2.2 p.p. 40.4% 1.1 p.p. 41.5% 39.4% 2.2 p.p.

Net Additions 378            283            33.5  227            66.7  1,162         509            128.1  

   Postpaid 1,107         891            24.2  981            12.8  3,381         2,317         46.0  

   Market Share of Postpaid Net Additions 34.0% 31.9% 2.1 p.p. 35.1% (1.2) p.p. 39.3% 38.0% 1.3 p.p.

Market Penetration 113.5% 118.0% (4.5) p.p. 116.1% (2.6) p.p. 113.5% 118.0% (4.5) p.p.

Monthly Churn 3.3% 3.5% (0.2) p.p. 3.4% (0.1) p.p. 3.3% 3.4% (0.0) p.p.

   Postpaid ex. M2M 1.7% 1.7% (0.0) p.p. 1.9% (0.2) p.p. 1.8% 1.8% (0.0) p.p.

Prepaid 4.8% 5.0% (0.2) p.p. 4.8% 0.0 p.p. 4.7% 4.6% 0.1 p.p.

ARPU (R$/month)¹ 29.2 28.6 2.2  28.4 2.8  28.5 27.6 3.0  

   Voice 7.3 10.8 (32.3) 7.7 (5.4) 7.9 11.7 (32.0) 

   Data 21.9 17.8 23.1  20.7 5.9  20.5 16.0 28.6  

Postpaid ex. M2M ARPU¹ 52.9 52.3 1.1  51.5 2.7  52.2 51.2 2.1  

Prepaid ARPU¹ 13.6 14.6 (6.9) 13.5 0.6  13.5 13.9 (2.9) 

M2M ARPU¹ 2.8 2.6 6.8  2.8 (0.9) 3.0 2.9 1.6  

MOU 165.7 169.3 (2.1) 160.4 3.3  160.4 160.0 0.3  

1) ARPU data including intercompany revenue eliminations.
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FIXED OPERATING PERFORMANCE

 Thousand 4Q17 4Q16 ∆% 3Q17 ∆% 2017 2016 ∆%

Total Fixed Accesses 22,857 23,352 (2.1) 23,077 (1.0) 22,857 23,352 (2.1) 

Fixed Voice Accesses 13,837 14,343 (3.5) 14,007 (1.2) 13,837 14,343 (3.5) 

Residential 8,899 9,318 (4.5) 9,059 (1.8) 8,899 9,318 (4.5) 

Corporate 4,498 4,580 (1.8) 4,503 (0.1) 4,498 4,580 (1.8) 

Others 441 445 (1.0) 445 (1.0) 441 445 (1.0) 

Fixed Broadband 7,432 7,296 1.9  7,452 (0.3) 7,432 7,296 1.9  

FTTx 4,541 4,146 9.5  4,472 1.5  4,541 4,146 9.5  

Others 2,891 3,150 (8.2) 2,980 (3.0) 2,891 3,150 (8.2) 

Pay TV 1,588 1,713 (7.3) 1,618 (1.9) 1,588 1,713 (7.3) 

Voice ARPU (R$/month) 40.1 43.3 (7.4) 39.3 2.2  40.8 43.0 (5.3) 

Broadband ARPU (R$/month) 56.1 46.6 20.5  52.2 7.5  51.6 45.1 14.4  

Pay TV ARPU (R$/month) 98.3 93.2 5.6  99.2 (0.9) 96.8 91.3 6.1  
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INCOME STATEMENT

 Consolidated in R$ million 4Q17 4Q16 ∆% 3Q17 ∆% 2017 2016 ∆%

Gross Operating Revenue 16,536.8  16,712.6  (1.1) 16,582.8  (0.3) 66,243.2  65,006.7  1.9  

Net Operating Revenue 11,033.6  10,873.6  1.5  10,885.9  1.4  43,206.8  42,508.4  1.6  

Mobile 6,850.0  6,592.6  3.9  6,610.1  3.6  26,458.3  25,538.2  3.6  

Fixed 4,183.6  4,281.0  (2.3) 4,275.8  (2.2) 16,748.5  16,970.2  (1.3) 

Operating Costs (7,266.9) (7,250.3) 0.2  (7,209.0) 0.8  (28,720.9) (28,486.0) 0.8  

Personnel (949.4) (988.2) (3.9) (948.4) 0.1  (3,725.8) (3,859.8) (3.5) 

Costs of Services Rendered (2,828.4) (2,782.1) 1.7  (2,906.8) (2.7) (11,508.2) (11,906.2) (3.3) 

Interconnection (371.5) (462.8) (19.7) (351.9) 5.6  (1,441.0) (1,924.1) (25.1) 

Taxes and Contributions (437.6) (430.8) 1.6  (448.2) (2.4) (1,792.7) (1,861.2) (3.7) 

Third-party Services (1,360.5) (1,320.5) 3.0  (1,426.9) (4.7) (5,591.3) (5,705.1) (2.0) 

Others (658.8) (568.0) 16.0  (679.8) (3.1) (2,683.2) (2,415.8) 11.1  

Cost of Goods Sold (534.6) (553.8) (3.5) (483.9) 10.5  (1,955.9) (2,118.9) (7.7) 

Commercial Expenses (2,346.7) (2,290.3) 2.5  (2,366.9) (0.9) (9,315.8) (8,910.1) 4.6  

Provision for Bad Debt (372.1) (344.2) 8.1  (380.4) (2.2) (1,481.0) (1,348.2) 9.9  

Third-party Services (1,857.8) (1,845.6) 0.7  (1,890.6) (1.7) (7,438.9) (7,216.9) 3.1  

Others (116.8) (100.5) 16.2  (95.9) 21.8  (395.9) (345.0) 14.8  

General and Administrative Expenses (382.3) (473.7) (19.3) (378.2) 1.1  (1,492.7) (1,622.3) (8.0) 

Other Net Operating Revenue (Expenses) (225.5) (162.2) 39.0  (124.8) 80.7  (722.5) (68.7) 951.7  

EBITDA 3,766.7  3,623.3  4.0  3,676.9  2.4  14,485.9  14,022.4  3.3  

EBITDA Margin % 34.1% 33.3% 0.8 p.p. 33.8% 0.4 p.p. 33.5% 33.0% 0.5 p.p.

Depreciation and Amortization (1,990.9) (1,815.2) 9.7  (1,962.0) 1.5  (7,853.7) (7,654.4) 2.6  

Depreciation (1,303.1) (1,154.8) 12.8  (1,327.7) (1.9) (5,240.9) (5,054.3) 3.7  

Amortization of Intangibles (342.1) (289.0) 18.4  (289.0) 18.4  (1,209.1) (1,180.0) 2.5  

Others Amortizations (345.7) (371.4) (6.9) (345.3) 0.1  (1,403.7) (1,420.1) (1.2) 

EBIT 1,775.8  1,808.1  (1.8) 1,714.9  3.6  6,632.2  6,368.0  4.1  

Net Financial Income (177.8) (315.3) (43.6) (170.5) 4.3  (903.0) (1,234.5) (26.9) 

Income from Financial Investments 111.6  210.1  (46.9) 173.7  (35.8) 655.5  719.4  (8.9) 

Debt Interest (157.3) (220.3) (28.6) (240.7) (34.6) (932.7) (1,061.1) (12.1) 

Monetary and Exchange Variation (79.8) (154.7) (48.4) (69.9) 14.2  (486.7) (183.5) 165.2  

Gains (Losses) on Derivative Transactions 21.9  (32.8) n.a.  (26.6) n.a.  (41.9) (347.9) (88.0) 

Other Financial Income (Expenses) (74.2) (117.6) (36.9) (7.0) 960.0  (97.2) (361.4) (73.1) 

    Gain (Loss) on Investments 0.2  0.2  0.0  0.0  n.a.  1.5  1.2  25.0  

Taxes (81.2) (278.2) (70.8) (321.7) (74.8) (1,121.9) (1,049.5) 6.9  

Net Income 1,517.0  1,214.8  24.9  1,222.7  24.1  4,608.8  4,085.2  12.8  
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LOANS AND FINANCING

Consolidated  Currency  Annual Interest Rate  Due Date  Short-Term  Long-Term  Total  

Local currency

BNDES UR LTIR  LTIR + 0.00% to 4.08%  2023 657.8            931.1            1,588.9         

BNDES R$  2.5% to 6.0%  2023 77.1             164.9            242.0            

BNDES R$  SELIC D-2 + 2.32%  2023 70.4             306.0            376.4            

BNB R$  7.0% to 10.0% 2022 15.1             54.7             69.8             

Confirming R$  101.4% to 109.4% of CDI 2018 607.2            -               607.2            

Debentures 4th Issue - Series 3 R$  IPCA + 4.0%  2019 0.3               40.0             40.3             

Debentures 1st Issue - Minas Comunica R$  IPCA + 0.5%  2021 24.1             72.3             96.4             

Debentures 4th Issue - Single Series R$  100% of CDI + 0.68 spread  2018 1,317.5         -               1,317.5         

Debentures 5th Issue - Single Series R$  108.25% of CDI  2022 64.4             1,996.5         2,060.9         

Debentures 6th Issue - Single Series R$  100.00% of CDI + 0.24%  2020 6.2               999.5            1,005.6         

Financial Leases R$  -  2033 51.0             334.4            385.5            

Contingent Consideration R$  -  2025 -               446.1            446.1            

Foreign Currency

BNDES UMBND  ECM + 2.38%  2019 142.3            83.0             225.3            

Total 3,033.4         5,428.4         8,461.8         

 December 2017 

NET FINANCIAL DEBT

Consolidated in R$ million 12/31/2017 9/30/2017 12/31/2016

Short-Term Debt 3,033.4 3,408.2 4,663.5

Long-Term Debt 5,428.4 4,648.4 4,560.6

Total Debt 8,461.8 8,056.6 9,224.1 2019 845.5             

Cash and Cash Equivalents¹ (4,062.1) (5,582.7) (5,115.9) 2020 1,414.8          

Net Derivatives Position (143.8) (18.8) (28.4) 2021 1,283.0          

Contingent Consideration Guarantee Asset² (446.1) (440.4) (414.7) 2022 1,231.7          

Net Debt 3,809.9 2,014.7 3,665.1 After 2022 653.4             

Net Debt/EBITDA³ 0.26 0.14 0.26 Total 5,428.4          

Year  Amount  

December 2017

L.T. OBLIGATIONS
(R$ million)

1) Includes the investment in BNB given as a guarantee for the loan from that bank.

2) Alignment of the classification criteria for the asset backing the contingent consideration to calculate pro-forma net debt.

3) LTM EBITDA.
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