Oi SA 2015 Management Report

1 - Message to our Shareholders

2015 was marked by the focus of the management of Oi’s operating issues, pushed
forward to strengthen our position in the Brazilian market and all the
transformation of our business in the midst of challenging macroeconomic
environment. The continuous search efficiency of our field operations, the
optimization of the network infrastructure, the sales strategy aimed at service
convergence and data traffic, and the permanent goal of improving the customer
experience, associated to a strict cost cutting plan, were the pillars of our initiatives

this year.

In line with the operational improvement and higher business profitability
commitment, we disclosed the Brazilian operations’ 2015 projections (guidance): (i)
recurring EBITDA within a R$7.0 billion to R$7.4 billion interval; and (ii)
improvement of operating cash flow (recurring EBITDA - CAPEX) of R$1.2 billion to
R$1.8 billion.

After intense work trough out the year, we were able to meet our 2015 projections
for the Brazilian operations, posting R$7,230 million in recurring EBITDA and
R$1,644 million in operating cash flow improvement, both above the midpoint of
the target range. It is worth noting that the guidance was met in the midst of a
challenging macroeconomic environment, due to a 3.8 percent drop in the Brazilian
GDP in the year, which reinforces our efficacy and the commitment to the business
transformation plan, thus meeting an important goal set at the beginning of the

year.

The Company defined for 2015 a plan based on the operating efficiency focused on
a strict cost control and the efficient use of the available resources. We launched
more than 300 initiatives focused on increasing productivity and operating
improvement, contract renegotiations, inventory optimization, and
waste/redundancies reduction, streamlining of the sales portfolio, optimization of
the channel mix, and the human resources, whether through the streamlining of
the organizational structure or the increase in productivity. To strengthen and
prioritize this transformation plan and boost its implementation, still in 2015 we
created a business transformation function, which at the end of 2015 was

reinforced and transformed in the Business Strategy and Transformation



Department, that gathers the functions in charge of pushing forward this initiative
across the entire organization by prioritizing the efficiency of the internal processes,
digitalization, convergence, cost control, and change of our mindset to strengthen
our organizational culture. This new department gathers the Human Resources,
Digital, Transformation, Advertising and Marketing, Communication and Brand, and

New Businesses functions.

As a result of these efforts, we posted an 8.5 percent annual decrease in the
recurring costs and expenses of the Brazilian operations, despite the foreign
exchange pressure, the increase in electricity tariffs, and inflation, which was
10.7 percent, as measured by the Broad Consumer Price Index (IPCA), the highest
rate in 13 years. This result corresponds, therefore, to a real decrease of more than

17 percent in Opex in 2015.

Additionally, our sales strategy focused on improving service quality and increasing
the profitability of our customer base by increasing sales selectiveness,
streamlining our portfolio, repositioning our offers, and maintaining a policy to
clean up our mobile base. Beginning October 2015, the Company resumed the sales
strategy with new offers. All this effort ensured an improvement of our sales margin
and an increase of the ARPU for different products and segments. The combination
of a customer base profitability increase and the decrease in costs and expenses,
the recurring EBITDA of the Brazilian operations reached R$7,230 million in the
year, a major year-on-year 9.3 percent increase that has allowed us to meet the
guidance announced at the beginning of the year, above the midpoint of the target

range.

In 2015 was also market by the focus on improving the quality of the services
provided by increasing capital allocation efficiency, investing in the increase of
network carrying capacity, and expanding the 3G and 4G, and broadband networks,
together with optimization initiatives, such as contract renegotiations and supplier
streamlining. The investments in network carrying capacity include the following
projects: (i) building a new transmission grid, consisting of over 30,000 km of
optical fibers, using OTN-100G equipment, one of the most modern technologies
available in the market, which with ensure the carrying capacity for the growing IP
traffic volume; and (ii) the nationwide implementation of single-edge equipment,
for a new, simpler IP network architecture, bringing major operating and resource

gains.



We also expanded our 4G/LTE coverage through a partnership with other local
carriers, under the RAN sharing model, considered one of the largest of this kind in
the world and responsible for providing fourth generation broadband services to
millions of customers. In recognition for the success in this important project, Oi
was awarded, during the Mobile World Congress in February 2016, the Glomo
Award for Outstanding LTE Contribution.

As a result of these different initiatives, in 2015 we recorded a continuous
improvement in the voice access and traffic and mobile data quality indicators, with
a decrease in fixed-line and mobile broadband network congestion and at the same

time meeting the growing demand for data traffic.

In 2015, the operating cash flow of the Brazilian operations (recurring EBITDA less
CAPEX) totaled R$3,182 million, a R$1,644 million year-on-year growth (+107%
compared to 2014). This result matches the operating cash flow improvement

guidance, set between R$1.2 and R$1.8 billion for the Brazilian operations.

In the transformation context, we initiated a sales aggressiveness movement in the
second half of 2015 by launching innovative offers focused on our customers’
current needs. In November we launched the Oi Livre, a disruptive offering model
aimed at changing the way a mobile customer communicates, breaking the
“community effect”, where consumers purchase SIM cards from different operators
or even restrict their communication using data to avoid paying higher fees in
cross-carrier calls. With Oi’s prepaid SIM card, a customer can make calls to any
operator for a more affordable price, without any different between on-net and off-
net tariffs. Additionally, the unrestricted increase in the data plan meets demand

from customers who want more freedom to use the Internet.

This offer was designed based on a survey conducted with more than 5,000
customers during 10 months that tried to identify what they mainly wish for when
using telecommunications services. Since its launching, Oi Livre gained 10 million
customers and in January 2016 it corresponded to 26 percent of its total prepaid
base. Further, the ARPU of customers that migrated to Oi Livre per week increased

approximately 17 percent in three months only.

We also launched, late November, the Oi Mais and Oi Mais Controle plans for the
subscription segment. The main features of these new plans are the significant

increase in the data plan without use restrictions, minutes to talk with any other



operator nationwide, and a single, reduced tariff for calls with any operator in Brazil

after the end of plan minutes.

In the residential segment, as part of our convergence strategy, this segment’s
main pillar, we launched Oi Total in 14 states, which combines the four services
offered by Oi: fixed-line telephone, broadband, Pay TV, and mobility. This
multiproduct concept provides for the joint hookup of the four services, with
integrated billing in a single bill, and single service, generating positive impacts on
customer base loyalty and profitability and decrease of operating costs, as well as

granting customers a better service experience.

Two other launching reinforced our operation in 2015: the VDSL broadband, with
speeds up to 35 Mbps, and the Oi Play portal. These launching boosted the
recovery of our sales by meeting the growing demand for data and TV in nonlinear,

multi-device format.

In the B2B segment, we launched in December 2015 the Oi Mais Empresas. With a
differentiated, innovative proposal, we redesigned our mobile telephony offer
portfolio with 4G data and fixed-line telephony at a flat price (flat fee model),
simpler to understand, buy, use, and related to the company. We also created a
fully digital relationship channel, using the Oi Mais Empresas application that offers
exclusive service to small and medium-sized entities, allowing them to buy
services, upgrade plans, and place direct management requests on how their
requests are being handled, such as issue of bill duplicate and repairs, among other

features.

In addition to the clear progress in our operations in 2015, we should highlight Oi’s
involvement in important discussions held by the ANATEL (telecom industry’s
regulatory agency) and the Government on Brazil's regulatory framework by
contributing to the public consultation held by the Ministry of Communications to
advance in building a more positive regulatory environment, reduce regulatory
discrepancies between concessionaries and licensees, and attract more investments

in the industry.

In the first half of 2015, we filed with the ANATEL a list of corrective actions drafts
to be included as part of the Policy Adjustment Commitment (TAC). The Agency has
been discussing this proposal since then, following its relevant formalities. We

believe that the TAC’s approval will be a major step for the telecommunications



industry since it will allow carriers to invest in their own business and improve the

services provided to their customers.

As for the discussions on telecommunications concessions, we believe that the
current Brazilian model has run its course and has to be updated. This model is
outdated and causes a n regulatory discrepancy that hurts competition and
generates structural shortcomings for the concessionaries. Accordingly, we, as
Brazil’s largest concessionaire, attended the 2015 discussions with ANATEL and the
Ministry of Communications to propose changes in the concession agreements to

update them and unlock investments in the industry.

A workgroup was formed, consisting of Ministry of Communications and ANATEL
representatives to reassess and propose alternatives to advance the current
regulatory framework and set public policies. Currently, this workgroup is assessing
and discussing a proposal that should be submitted still in the first half of 2016. At
the same time, the ANATEL is also voting on its report on the revision of the
concession and PGMU 4 agreements, which should provide a technical support for
the possible changes currently being discussed. The change in the regulatory
scenario is key to attract investments and boost the industry’s and the country’s

development.

Also in 2015, we made significant progress in our corporate governance practices.
In September, our shareholders approved, at a shareholders’ meeting, the merger
of Telemar Participacdes S.A., elected the new board of directors that includes
independent directors, and approved the new bylaws that meet the Novo Mercado
requirements. In the following month, we completed the voluntary conversion of
2/3 of our preferred shares into common shares, thus fulfilling yet another
commitment to the market: being a company without clear controlling shareholder,
with an independent board, and compliant with the highest corporate governance

standards.

From a financial standpoint, at the end of December 2015, gross debt was R$55
billion, where approximately 70 percent of which consisted of international capital
market securities and the remaining consisted of domestic market securities, loans
from development bans, ECAs, and loans from commercial banks. At the end of
2015, our debt average maturity was 3.5 years. In the same period, our cash
position totaled R$16.8 billion. Therefore, at yearend the debt net of Oi S.A. was
R$38.2 million.



In order to improve our capital structure, we had been working in alternatives to
allow our involvement in the consolidation of the Brazilian telecommunications
market, which entailed a potential business combination with TIM Participacdes S.A.
We have always believed that this drive would be positive, with high value creation
potential by creating synergies and gains of scale, allowing the increase in
investments, and the boosting of the digital agenda in Brazil, as well as fostering

greater service penetration and quality.

With this goal in mind, in October 2015 we and LetterOne Technology (UK) LLP, a
member of the LetterOne investment group, agreed to grant each other, until May
23, 2016, an exclusivity right regarding business combinations involving
telecommunications companies or assets in Brazil. However, in February 2016,
LetterOne disclosed a notice to the market stating that it had been informed by TIM
that the latter was no longer interest in proceeding with the negotiations on the
possibility of a business combination in Brazil and that without TIM’s involvement,

LetterOne could not proceed with transaction as previously planned.

In light of this information, our executive committee, together with our Board of
Directors, is assessing and discussing possible financial and strategic alternatives to
optimize its liquidity and debt profile and we recently announced that the firm PJT

Partners had been retained as our financial advisor to assist us in this assessment.

In brief, we have been demonstrating our transformation and result delivery
capacity within the current challenging scenario. We will continue to maintain our
project execution discipline, develop and launch offers that meet the needs of our
customers, and strengthen our sales strategy focused on convergence and data
availability. At the same time, we have been building our future based on the
digitalization of our business processes and customer relationship, and we will
continue advancing in our discussions with the ANATEL and the Government to seek
a more constructive regulatory environment, capable of creating more value for the

industry and the Brazilian society as a whole.

This is why we and our employees believe in the transformation drive of our
business and are working to ensure what has be conquered so far. We believe that
the efforts toward the recovery of our sales will put our Company in an optimal
position in the mist of the changes in the competitive dynamics in the Brazilian

telecommunications market.



2 — Economic Scenario

In Brazil, 2015 will be remembered as the year when the political crisis contributed
to worsen the economic crisis in the country. The country’s fundamentals worsened
more than expected, which has increased the challenges for the local companies,
especially those that depend on domestic credit and consumption. We closed 2015
with high unemployment rates, two-digit inflation, one of the highest interest rates
in the world (14.25%), the downgrading of the country’s sovereign grade by the
main international rating agencies, and the loss of purchasing power of our
currency. In addition, our Gross Domestic Product (GDP) is expected to decline
4 percent. In the poetical side, the corruption scandals, the low popularity of the
president, together with the Congress’s inability to approve fiscal adjustment
measures, have worsened the government’'s capacity to react and increased
uncertainty for 2016.

In the international market, the US economy’s growth was lower than expected, the
reason why the FOMC increased the interest latter than expected and to a less
severe level. In Europe, domestic demand drove a shy growth recovery. As
expected, China reduced its growth pace, with a stronger impact on commodity
prices, which also affected the performance of Brazilian exporting companies—an
impact partially offset by the depreciation of the Brazilian real.

The prospects for 2016 are that the country’s political and economic uncertainties
will continue. It is expected that the IPCA will initiate a drop trend, but still far from
the inflation targeting midpoint. As a result, there will not be enough room or the
Central Bank to ease the monetary policy in a near term. Additionally, the new
economic team signaled a tighter fiscal policy, with increased control over
government spending and tax increases. The question is if this tough negotiation
with the National Congress will be successful.

As for the other economic indicators, the FOCUS bulletin points to another GDP
decrease in 2016, largely explained by the negative statistical inheritance. It is also
expected that the local currency sill depreciate even further.

3 - The Telecommunications Industry in 2015

According to the ANATEL, at the end of December 2015 total accesses to
telecommunications services in Brazil reached 346.0 million, consisting of 43.6
million fixed lines in service, 257.8 million mobile users, 25.6 million broadband
Internet accesses (Multimedia Communication Service, or SCM), and 19.0 million
Pay TV subscribers. The 6.3 percent drop, which corresponds to 23.2 million
accesses compared to 2014, was mainly due to the significant churning of 28.4
million accesses in the prepaid mobility segment.

Fixed-Line

In 2015, the Brazilian fixed-line market reached 43.6 million lines in service,
according to ANATEL figures, a 3.2 percent decrease over December 2014. This is a
mature market, since there is a global trend to migrate fixed-line traffic to mobile
telephony.



Fixed-line carriers accounted for 58.4 percent of total fixed-line accesses in 2015.

Mobile telephony

With 257.8 million users in December 2015 and teledensity of 125.7 percent of the
population. Net churning in 2015 totaled 22.9 million users, a year-on-year decline
of 8.2 percent. Prepaid lines accounted for 71.6 percent of total mobile users in
December 2015 (75.8 percent in 2014), while postpaid (subscription) users
accounted for 28.4 percent of the total mobile base.
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Fixed-line Broadband (SCM)

According to ANATEL figures, the fixed-line broadband Internet access (SCM)
continued to be one of the segment’s growth drivers in 2015. At the end of 2015,
the user base reached 25.6 million accesses, or a year-on-year 6.7 percent growth,
which makes up for 1.6 million new users.

Pay TV

In 2015, the pay TV user base dropped by 0.5 million new users, a -2.4 change in
2015 (+8.3 percent in 2014). At the end of December 2014, pay TV accesses
totaled 19.0 million subscribers.

The penetration rate to total number of households reached 28.7 percent
(29.8 percent in 2014), which shows this market’s growth potential in Brazil.

Accesses using the DTH (Direct to Home) technology accounted for 58.3 percent of
users (loss of annual base in the market), followed by cable technology users,
totaling 40.7 percent. Note that the new market entrants, including Oi, use the DTH
technology.



» Concession Arrangements, PGMU and related instruments

In 2013 ANATEL launched a Public Consultation with questions to society on issues
relevant for the assessment of the STFC (switched-line services) economic and
regulatory environment, to gather inputs for the review of the concession
arrangements currently in place in 2016-2020. This survey ended on January 31,
2014. In June 2014 a new Public Consultation was conducted to address specifically
the concession arrangements per se, which ended on December 26, 2014. The
Universal Service targets (also part of the Public Consultation) and the STFC Quality
targets (which has not yet been assigned for Public Consultation). The execution of
the amendments to the concession agreements, initially scheduled for the end of
2015, has been postponed to April 30, 2016.

The Ministry of Communications launched at the end of 2015 a Public Consultation
ro discuss the revision of the telecommunications service provision model in Brazil.
The purpose is to provide inputs for the Workgroup created by the Ministry of
Communications and the ANATEL to study the subject.

« General Requlation Updating Plan

In December 2015, the ANATEL issued Resolution 658, which repeals the General
Regulation Updating Plan (PGR). The PGR was replaced by the 2015/2024 Strategic
Plan, created under Administrative Rule 174, of February 11, 2015.

For the period from the second half of 2015 to the second half of 2016, the ANATEL
elected its priorities by disclosing its Regulatory Agenda, which contains 31 actions
that should be performed by the Agency during this period. These actions include:

Preparation of the position to provide inputs to the Decree that will
regulate the network neutrality provided for in the Internet Bill of Rights
(action 1).

In Brazil, the concept of network neutrality is legally established in the Internet Bill
of Rights (MCI) (Law 12,965, of April 23, 2014), which establishes that the party
responsible for data transmission, switching, or routing has the duty to equitably
handle any data package, without distinction per content, origin or destination,
service, terminal, or use. The MCI also provides that the President of the Republic
shall regulate traffic discrimination or downgrading, after hearing the Internet
Managing Committee and the National Telecommunications Agency. The purpose of
this regulatory action is to build up ANATEL’s position to provide inputs for said
regulation.

Reassessment of the telecommunications services regime and scope
(action 2)

Taking into consideration, among other aspects, the best international practices on
the matter, the essential nature of the different telecommunications services, the
granting models (concession, license, and permit), the returnable nature of assets,
service continuity, universal services, and the pricing models.



Revision of the Fixed-line Telephony Concession Agreements (action 3)

Revision of the Switched Fixed-line Telephony Services (STFC), attached to
Resolution 552, of December 10, 2010, pursuant to Clause 3.2 of the agreements
in force, which prescribes that such agreements can be amended on, but not
limited to, April 30, 2016 to provide for new terms and conditions and new
universal service and quality targets, in light of the conditions prevailing at the
time.

Reassessment of the regulation on infrastructure sharing by
telecommunications carriers (action 4)

Reassessment of the regulation on infrastructure sharing by telecommunications
carriers, currently governed by Resolution 274, of December 5, 2001, taking into
account the provisions of Law 11934, of May 5, 2009, in particular Article 10
thereof, and Law 13116, of April 20, 2015.

Proposal for the Revision of the General Fixed-line Telephony Universal
Service Targets Plan (action 5)

Revision of the General Universal Service Targets Plan (PGMU), pursuant to Clause
3.2 of the agreements in force, which prescribes that current targets can be revised
to provide for new terms and conditions and new universal service targets, in light
of the conditions prevailing at the time.

Reassessment of the telecommunications service quality management
model (action 10)

Reassessment of the regulatory framework related to the quality of the different
telecommunications services by evaluating the feasibility of concentrating efforts in
a small number of strategic indicators that meet the demands of users of these
services that at the same time minimize the administrative and operating costs
incurred by the ANATEL and the carriers. Further, its seeks to assess the possibility
of converging these indicators and targets for the different telecommunications
services, consideration the technologic and also offering convergence.

Reassessment of the regulation on the control of returnable assets (action
19)

Reassessment of the regulation on the control of returnable assets, currently
governed by Resolution 447, of October 19, 2006, to improve the operating
procedures related to the preapproval of sales, replacement, encumbrance, and
untying transactions of returnable assets. Additionally, it reviews new forms of
control and better organization of the listings of returnable assets and outsourced
services.

Reassessment of the regulation on relevant markets (action 24)

Revision of the relevant markets and the asymmetric actions provided for in the
General Competition Targets Plan (PGMC), approved by Resolution 600, of
November 8, 2012, which msut take place every four years, pursuant to Article 13,
Par. 2 of said Plan.



4 - Company Profile

We are one of the major providers of interconnected telecom services in Brazil with
approximately 70.0 million revenue-generating units ("RGUs”). We operate in the
entire national territory and offer a range of integrated telecom products that
include fixed-line and mobile telephony, network usage (interconnection), data
transmission (including board band) and pay TV (also offered through double-play,
triple-play, and quadruple-play packages), internet services, and other telecom
services, to residential customers, companies, and governmental agencies. We own
approximately 363,000 km of installed optical fiber cables, and own the largest
backbone in Brazil. Our mobile network reaches approximately 88.7 percent of the
Brazilian population. Our market share of the mobile telephony market is
approximately 18.6 percent and of the fixed-line telephony market is approximately
34.7 percent. As part of our convergence offerings, we offer more than 1 million
Wi-Fi hotspots in public places, such as airports and shopping malls.

5 - Company Strategy and new Businesses

Our initiatives and the initiatives of our subsidiaries aim at reaching and retaining
market leadership, and generate shareholder value. These initiatives reflect our
management’s swiftness, simplicity, and objectivity.

In 2015, the Company’s strategy was based on the following drivers:

« Proceed with the operating turnaround by improving our COPEX
(OPEX+CAPEX) control and committing to reducing cash consumption;

« Optimize our liquidity and debt profile;

+ Create a more constructive regulatory environment

Proceed with the turnaround by improving our COPEX (OPEX+CAPEX)
control and committing to reducing cash consumption

In 2015 the number of executives decreased to make our structure more efficient
and decision-making more agile. Some of the changes included combining the sales
and market departments, under a single officer, and integrating the departments of
the Corporate and SME segments in a single department.

We have been prioritizing the reduction of cash consumption by our operations in
Brazil and we have already implemented initiatives aimed at increasing the
profitability and productivity of our business by cutting operating costs and
optimizing capital allocation.

To support the new guideline, we started to focus on end-to-end structural projects,
with quality forums and revenue guarantee processes. The upgrading and
expansion of our network, coupled with the launching of strategic products (Oi
Livre, Oi Mais, Oi Mais Empresas, and Oi Total), improved singnificantly the
customer experience.

To this regard and in order to ensure that the targeted gains would be captured
throughout the year, we included in our 2015 budget a Strategy aimed specifically
at leveraging cost cuts. For this purpose, we created a department responsible for
following-up, monitoring, and supporting the implementation of the 2015 Plan



(Transformation Department). There are in place over 250 initiatives already
mapped, focused on increasing productivity and operating efficiency. This process is
supported by outside consultants specialized in this type of project, with tools and
methodologies focused on action implementation and cash generation.

Additionally, we believe that a consolidation drive is positive for the Brazilian
telecommunications industry since it would generate important synergies and gains
of scale that would allow the remaining carriers to increase their investments and,
as a result, accelerate the country’s digital agenda, increase service penetration
and quality, and produce clear benefits for the economy, consumers, and society as
a whole.

Optimize our liquidity and debt profile

We are continuing to implement our balance sheet revision strategy through the
disposal of assets.

The PT Portugal sale agreement was a major step toward significantly reducing our
leverage, strengthening our financial flexibility and allowing Oi to be part of the
industry’s consolidation drive in Brazil. These funds will be exclusively used to settle
our debt and fund a possible consolidation process in Brazil.

We retained PJT Partners as financial advisor to assist us in evaluating financial and
strategic alternatives to optimize our liquidity and debt profile.

Additionally, we continue to negotiate and seek opportunities to monetize
nonstrategic assets in order to strengthen our balance sheet and maximize
stakeholder value.

Create a more constructive regulatory environment

In 2015 we submitted to the ANATEL several projects to enter into and sign the
TAC in order to build the best relationship possible between Oi, the Agency, and the
country’s development.

Workgroups have been discussing with the ANATEL and MiniCom the development
of the current concession arrangement. The discussions about the issues are critical
for us due to the need to adjust concession obligations to the current needs of the
telecom market.

6 — Corporate Reorganization

On March 31, 2015, in the context of the union transaction of the share bases of Qi,
Telemar Participagdes S.A. ("TmarPart”), and Pharol SGPS S.A. (“Pharol”, new
name of Portugal Telecom SGPS S.A.), announced on October 2, 2013 and
described in the Material Fact Notices issued on February 20, 2014 and September
8, 2014 (“Transaction”), the Company disclosed a set of transactions and steps to
anticipate the main purposes of the Transaction with the adoption, by Oi, of the
best corporate governance practices required by BM&FBovespa’s Novo Mercado
(special listing segment) and the dilution of the voting rights in Oi, but maintaining
the final goal of, as soon as possible, implementing a transaction that results in the
migration of the shares currently held by Oi’s shareholders and subsequently
Pharol’s shareholders to Novo Mercado (“Alternative Structure”).



The Alternative Structure consisted of the following stages: (i) streamlining the
Company’s capital structure, including the merger of TmarPart by Oi (“Corporate
Streamlining” and "“Merger”, respectively); (ii) approval of the new Company
Bylaws, reflecting the adoption by Oi of high corporate governance standards; (iii)
election of a new Oi Board of Directors, with term of office until the shareholders’
meeting that approves the financial statements for the year ending December 31,
2017; and (iv) the voluntary conversion of Company preferred shares into common
shares, using an exchange ratio of 0.9211 Oi common shares per Oi one preferred
share, already disclosed of the merger of Oi with and into TmarPart and used to
price the Oi shares in the capital increase approved in April 2014 and paid-in in May
of the same year (“Voluntary Exchange”).

On July 22, 2015, the signatories of the shareholders’ agreements applicable to the
Company signed the terminations of these shareholders’ agreements, which
became effective on July 31, 2015, and from then on the Company no longer has
an ultimate controlling shareholder.

On July 30, 2015, ANATEL's Steering Board granted the Prior Approval request,
provided that the Company is compliant with all its tax obligations, to implement
the Alternative Structure, which was completed on August 31, 2015.

On September 1, 2015, Oi held an Extraordinary Shareholders’ Meeting that
decided on the aforementioned stages of the Alternative Structure.

As a result of the Merger, the Company merged the net assets of TmarPart,
including the tax benefits resulting the goodwill arising on the acquisitions of
TmarPart’s and its controlling shareholders’ stakes. TmarPart’s shareholders
received the same amount of Company shares as the shares held by TmarPart
immediately before the merger, so that there was no dilution of the Company’s
shareholders’ interests.

With regard to the Voluntary Conversion, also approved at the Company’s
Shareholders’ Meeting held on September 1, 2015, a 30-day period was initiated,
until October 1, 2015, for the holders of preferred shares to declare their
acceptance. After the end of the 30-day period, a total of 314,250,655 Oi preferred
shares, or 66.84% of total preferred shares ex-treasury, were offered for
conversion by their holders, and the minimum acceptance percentage by 2/3 of the
holders of preferred shares ex-treasury to which the Voluntary Conversion was
subject, was reached.

On October 8, 2015, the Company’s Board of Directors ratified the voluntary
conversion of preferred shares into Oi common shares, approved the effective
conversion of the preferred shares tendered for conversion on BM&FBOVESPA and
Banco do Brasil, and accepted the conversion requests filed by the holders of
Preferred ADSs. The Company’s Extraordinary Shareholders’ Meeting held on
November 13, 2015 approved the amendment to our Bylaws to reflect the new
breakdown of the share capital as a result of the Voluntary Conversion.

The auction to sell the shares resulting for the grouping of share fractions as a
result of the Voluntary Conversion was held on December 10, 2015. As a result of
the auction, 887 Company common shares, representing all the shares resulting
from the reverse split of share fractions, were sold. The net proceeds of the sale of
the shares, totaling R$1,985.60, were deposited on December 21, 2015 on behalf
of the share fraction holders, proportionately to the number of shares held.
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7 - Operating Performance

We closed 2015 with 70.0 million revenue-generating units ("RGUs"”), of which
16,297,000 in the Residential segment, 45,860,000 in the Personal Mobility
segment, and 7,241,000 in the Corporate/SMEs segment, as well as 651,000
payphones.

Residential (fixed-line telephony, broadband, and pay TV

We close 2015 in the Residential segment with 16,297,000 RGUs, broken down into
10,019 in fixed lines, 5,109 in fixed-line broadband, and 1,169 in pay TV.

Our focus on product convergence and the sale of more RGUs and higher value
added services to the current base and new customers has generated a positive
result in terms of revenue per customer and mainly net additions of fixed-line,
broadband, and TV products. In the last quarter of 2015, Oi proceeded with the
sales of the “Oi Total” offer in 14 states and the Federal District. This offer
combines the four services offered by the Company (fixed-line telephone,
broadband, Pay TV, and mobility) that includes the joint installation of fixed-line
telephone and broadband, the integrated billing in a single bill, and centralized
customer service. Additionally, we maintained in our portfolio of bundled offers Oi
Conta Total and Oi Voz Total packages that focus on increasing customer loyalty
and ARPU, and reducing churning. Oi Conta Total, or OCT, is a triple-play postpaid
offer that combines fixed line, broadband and postpaid mobile, while Oi Voz Total is
a double-play prepaid offer combining fixed and prepaid mobile aiming to improve
fixed-to-mobile convergence. Since 2014 we launched new features for Voz Total.
In addition to unlimited talking time in local prepaid-to-fixed calls and on-net calls,
Voz Total customers now can make unlimited talking time in long-distance prepaid-
to-fixed calls and on-net calls, and also obtain a data package of 100MB/month,



access to Oi’'s Wi-Fi network (with over 2 million hotspots) and a 100 texts/month
to any operator.

Personal Mobility

We close 2015 with 45,860,000 RGUs in the Personal Mobility segment, a year-on-
year decline of 5.4 percent. In the past twelve doze months, this decline makes up
2,603,000 net additions, of which 2,254,000 RGUs in the prepaid segment and
348,000 RGUs in the postpaid segment.

The prepaid segment was marked by the focus on recharge and data consumption
through the use of active marketing tools and the launching of the Oi Livre offer,
which includes minutes to talk to users of any other carrier and a bigger data plan
to ensure our customer base’s loyalty through a full package and concentrate
customer expenses in the Oi prepaid plan.

In the postpaid segment, we innovated by launching the Oi Mais no P6s and
Controle packages, with calls to any carrier anywhere in Brazil (local and long-
distance calls), combined with a strong increase of the data plan, without any use
restrictions. These offers change the mobile telephony service billing model used in
Brazil, challenging the current trend where consumers acquire SIM cards from
different operators or even restrict their communication using data to avoid paying
very high fees to make calls to other operators and long-distance calls. With this
initiative, we are pioneers by put our chips in the market’s SIM card consolidation
trend and raising the ARPU of mobility customers with more bundled services.

SMEs/Corporate

We closed 2015 with 7,241,000 in the SMEs/Corporate segments, a year-on-year
decline of 8.5 percent, basically driven by the , mainly the Brazilian macroeconomic
environment.

Our B2B strategy was to continue the SME and Corporate management, thus
ensuring the improvement of the processes and the quality of the services offered
to our customers. For the Corporate segment, we maintained our efforts to sell data
and IT solutions. In SMEs segment, it is worth mentioning the launching of the Oi
Mais Empresas package focused on simplicity and the quality of the service
provided, which includes contracting plans, based on the usage experience and the
relationship, using an app that can be downloaded for free on Apple Store or
Google Play.

8 - Economic and Financial Performance

Our consolidated net revenue totaled R$27,354 million in 2015. Of this total,
R$9,779 million are from the Residential segment, R$8,431 million from the
Personal Mobility segment, and R$7,974 million from the Corporate/SMEs segment.

Despite the year-on-year drop in net revenue, the 2015 highlights were (1) the
broadband and Oi TV products which more than offset the drop in revenue from the
fixed-line segment and contributed to an increase in the number of households with



bundled packages, leveraging our ARPU and increasing loyalty in the Residential
segment; and (2) the prepaid Data, SMS, and SVA packages for the Personal
Mobility segment, which posted a significant revenue.

Operating costs and expenses (less depreciation and amortization) totaled
R$19,560 million in 2015, and the main costs were: R$6,317 million on outside
services, R$3,600 million on rentals and insurance, R$2,720 million on personnel
expenses, R$1,902 million on network maintenance service, and R$1,809 million on
interconnection costs. Operating costs for 2015 were also increased by non-
recurring costs, amounting to R$189 million.

Our EBITDA totaled R$7,794 million in 2015, with a 28.5 percent margin. The loss
for the year was R$5,348 million for the period ended December 31, 2015 mostly
due to the increase in financial expenses.

9 — Debt
R$ million Dec/15 Dec/14
Short Term 13,192 4,647
Long Term 41,789 28,648
Total Debt 54,981 33,295
In Local Currency 12,922 21,068
In Foreign Currency 46,935 14,781
Swaps (4,876) (2,555)
(-) Cash (16,826) (2,732)
(=) Net Debt 38,155 30,563

Oi S.A. reported consolidated gross debt of R$54,981 million in 4Q15, a
2.47 percent increase in the quarter and a 65.13 percent increase compared to
December 2014. Note that in 4Q14, as a result of the intention to sell PT Portugal
to Altice S.A., the assets and liabilities of subsidiary, Portugal Telecom International
Finance - PTIF were classified as ‘discontinued operations’ and, therefore, were not
part of our consolidated debt. With the actual sale of PT Portugal, it was determined
that PTIF remained with Oi, which started to consolidated the latter’'s debt in its
balance sheet, as well as the cash received for the sale of PT Portugal.

In the quarter, the increase was mainly due to line item ‘Borrowings’, which totaled
R$2,515 million for this quarter. In December, we withdrew US$632.5 million with
CDB (China Development Bank), of which US$600 million mature in 2020 and
US$32.5 million mature in 2025. The purpose of this transaction is to refinance our
debt and finance the investments to be made by Oi S.A., as well as to contribute to
the extension of the average maturity of our debt. Year-on-year, PTIF's debt
corresponded to R$19,182 million of our consolidated gross debt. In 2015,
withdrawals totaled approximately R$5,200 million, while total repayments,



including debt prepayments and buyback of bonds and debentures, totaled
R$15,070 million.

In 4Q15, there was a new partial impact of the foreign exchange coupon yield curve
displacement, which has had an adverse impact on the MTM of derivatives at the
end of the prior quarter. In 4Q15, the foreign exchange coupon yield curve closed
at 120 bps and, as a result, the positive impact on derivatives and debt totaled
approximately R$740 million. As in 3Q15, this had no impact on consolidated
financial income (expenses).

We closed 4Q15 with R$16,826 million in cash, resulting in a net debt of R$38,155
million for the fourth quarter, a quarter-on-quarter increase of 7.5 percent and a
24.84 percent increase compared to the same quarter in 2014.

At the end of 4Q15, the foreign currency-denominated debt accounted for
78.49 percent of total consolidated debt. However, at the end of this quarter, this
portion of gross debt was fully hedged by swaps, NDFs, and offshore cash (natural
hedge).

The consolidated debt’s average term maturity is 3.52 years in 4Q15. This amount
is still influenced by the maturities of Oi S.A.’s and PTIF’'s short-term debt, mainly
the 2016 Eurobond (February 2016), the 9.75% BRL Bond (September 2016), and
the US$ Revolver facility (October 2016).

10 - Investments ("

R$ million 2015 2014
Network 3,525 4,029
IT Services 301 354
Other 222 691

4,048 5,074

(*) Considers only our investments in Brazil

The investments made throughout 2015 totaled R$4,048 million, a year-on-year
20.2 percent decrease, evidencing the financial discipline that we are aiming at to
rationalize the use of our resources, based on analyzes of more granular inputs,
investment prioritization, and new supplier engagement models.

In 2015 we invested 87.1 percent of the total amount, or R$3.5 billion, primarily in
(i) the improvement of our 3G mobile network quality (ii) the improvement of our
fixed-line network for the broadband service, (iii) optimizing the Oi TV product
platform, and (iv) building and expanding the 4G network.

= Investment in Research and Development

Since Oi was created, we have tried to be perceived as a differentiated company
and maintain our leadership position in the domestic market through innovative
actions and attitudes.



In order to meet our innovation goals, in 2015 we expanded the number of
technology partners under the Inova Program by intensifying the innovative
services prospection process to develop innovation, research and development
activities.

Our investments in Innovation and Research and Development, comprising the
projects developed in 2015, totaled approximately R$100 million distributed among
35 projects, 26 of which in association with science and technology institutes, and
incubated companies.

11 - Capital Market

In March 2015, after the approval at an extraordinary shareholders’ meeting, we
conducted the exchange under which Portugal Telecom SGPS delivered to Oi
47,434,872 common shares (OIBR3) and 94,869,744 preferred shares (OIBR4), all
held in treasury; in exchange, we transferred the securities issued by Rio Forte
Investments, S.A. to Portugal Telecom SGPS, whose principal totals €897 million.

In October 2015, the Company’s Board of Directors ratified the voluntary
conversion of preferred shares into Oi common shares, approved the effective
conversion of the preferred shares tendered for conversion on BM&FBovespa and
Banco do Brasil, and accepted the conversion requests filed by the holders of
American Depositary Shares representing preferred shares.

During the voluntary conversion period of Oi preferred shares into Oi common
shares and the offer for exchanging American Depositary Shares representing
preferred shares (“Preferred ADSs"”) for American Depositary Shares representing
common shares (“Exchange Offer”), ended on October 1, 2015, a total of
314,250,655 Oi preferred shares (including preferred shares represented by
Preferred ADSs), or 66.84 percent of our ex-treasury preferred shares, were offer
for conversion for holders of preferred shares and accepted for the Exchange Offer
by holders of Oi Preferred ADSs.

As a result, at the end of 2015 our capital was represented by approximately 826
million shares, divided into 668 million common shares and approximately 158
million preferred shares, of which 148 million common shares and approximately 2
million preferred shares were held in treasury.

(S:ﬁg:,t:sl In Treasury
Common 668,033,661 148,282,003
Preferred 157,727,241 1,811,755
Total 825,760,902 150,093,758

=  Qur Shares

Oi S.A. shares are traded on the Sao Paulo Stock Exchange (BM&FBOVESPA) under
tick codes OIBR3 (common shares) and OIBR4 (preferred shares). We also have an
American Depositary Receipts (ADRs) program listed in the US stock market, where



these papers are traded under tick codes OIBR'C (common) and OIBR (preferred)
on the New York Stock Exchange (NYSE).

On BM&FBOVESPA, Oi shares closed 2015 quoted at R$2.40 for OiBR3 and R$1.95
for OiBR4, which corresponds to a negative performance in 2015 of 73.8 percent
and 77.4 percent, respectively. The Ibovespa index closed 2015 at 43,349 points, a
13.3 percent drop in the period.

On the New York Stock Exchange (NYSE), our ADRs depreciated 81.8 percent for
the OIBR.C (common) and 85.6 percent for OIBR (preferred) in 2015.

In 2015, the average daily volume of common shares (OIBR3) trade was R$4.646
million and of preferred shares (OIBR4) was R$19.423 million, representing annual
changes of -49.3 percent and -71.3 percent, respectively. In the same period, the
average daily volume of ADRs trade was US$403,000 (OIBR.C) and US$4,057,000
(OIBR).

= Investor Relations

Our Investor Relations department’s mission is to develop and enforce an
appropriate and consistent transparency and information disclosure policy, and
cultivate close relationships with analysts and investors, and being our main
communication channel with domestic and foreign market agents.

Among the activities performed by the IR department are meetings with domestic
and foreign investors, attend meetings of the Capital Market Analysts Association
(APIMEC), and participate in conferences and roadshows in Brazil and abroad, as
well as conferences geared to professionals in investment and capital markets.

= Dividends

In January 2015, our Board of Directors approved the cancellation of the
Shareholder Compensation Policy for FYs 2013-2016, disclosed in a Material Fact
Notice of August 13, 2013; therefore, the Company is subject only to the provisions
of Law 6404/1976 and its Bylaws. In 2015, no dividends were distributed.

12 - Corporate Governance

The institutional framework that governs our Company comprises our bylaws, our
corporate structure, our organizational structure, and the adopted policies,
procedures and practices that interact to achieve our corporate purposes and
ensure the continuity of our business.

2015 represents a true milestone in the implementation of high corporate
governance standards by Oi with the approval, in September, of the revision of our
Bylaws and the dilution of voting rights, in line with the governance commitments
assumed with the market.

Our new Bylaws include: (i) tag along for 100% of common shares; (ii) nonvoting
preferred shares maintain their current rights; (iii) exchangeability of preferred
shares under the terms approved by the Board of Directors; (iv) the voting rights of
any single Oi shareholder would be limited to 15 percent; (v) at least 20% of
directors would be independent, pursuant to the Novo Mercado Regulations; (vi)
unified term of office of up to two years for all members of the Board of Directors,



except for the first term of office, which can be three years; (vii) interdiction for the
same person to hold both the chairman of the board and the chief executive officer
or the main executive positions (except during a three-year period from the
effectiveness of the new bylaws); (viii) mandatory approval by the Board of
Directors of any public offering of Oi securities; (ix) mandatory public tender
offering of securities at their economic value, restricted to common shares, in case
their listing in the Level 1 of Corporate Governance is canceled or terminated,
except if the securities become listed in the Level 2 of Corporate Governance or in
the Novo Mercado listing segment; (x) mandatory dispute and controversy
resolution through arbitration, at the Market Arbitration Chamber, etc.

Additionally, in September 2015 the new Board of Directors was elected, which
includes independent directors, as defined in the Novo Mercado Listing Regulation,
adopted by our new Bylaws.

We also created three non-statutory committees and one statutory committee to
assist the Board of Directors, which handle multidisciplinary issues. These
committees are: the Corporate Governance and Finances Committee; the Risks and
Contingencies Committee; the Engineering, Technology and Networks Committee;
and the People, Appointments and Compensation Committee (statutory
committee).

Pursuant to the Board of Directors’ Charter and the charter of each committee, an
annual performance assessment is conducted and the results of such assessments,
in the case of the committees, are analyzed and rated by the Board of Directors to
monitor each committee’s performance.

With regard to our shareholders’ meetings, we have been consistently adopting the
policy of extending voting rights to holders of American Depositary Receipts
("ADRs") and publish our first call notice for shareholders’ meetings at least 30
days in advance; further, also to facilitate and encourage attendance of our
shareholders, we started to disclose in our website and on CVM’s and Bovespa’s
websites, at each call, an attendance manual for shareholders’ meetings that offer
information on the agenda, proxy templates, and other information.

We have continuously kept our commitment to develop risk management. In 2015,
we adopted the “2013’ of the version COSO (The Committee of Sponsoring
Organizations of the Treadway Commission), aimed at assessing the corporate
governance of Securities and Exchange Commission (SEC) registrants. We also
created a Compliance Department focused on mitigating corporate risks,
implementing anticorruption actions, and optimizing business processes. In the
context of business continuity, our Business Continuity Committee supervised the
implementation of the Risk Management Plan for natural disaster situations.

In 2014 we strengthen the risk management model by keeping in place the
Business Continuity Committee constituted in 2012, whose services are structured
according to the ABNT-NBR ISO 15,999 standard, aimed at mitigating possible
risks with impacts not only on our operations but principally on society and the
environment.

We maintained in 2015 our commitment to the development of Brazil and to our
sustainability practices. We continue to provide convergent telecommunications
services that promote digital inclusion, and grant access to citizenship to millions of
Brazilians. Our partnerships with Government and the Broadband in Schools
Program (PBLE) and the National Broadband Plan (PNBL) are part of these social
inclusion actions.



One of the main developments in 2015 to this regard was the achievement of the
target set in the PNBL. In December we started to make available the broadband
service in the 4,687 municipalities where we operate, thus contributing to expand
broadband access, promote digital inclusion, and reduce social and regional
inequality in Brasil. As for the PBLE, also established by the Ministry of
Telecommunications and the ANATEL (National telecommunications regulator),
which provide counterpart funds to telecom carriers, at the end of 2015 we were
already serving approximately 52,400 schools. The goal of the PBLE is to provide
Internet services with 2 MB speeds to all public schools indicated by the MEC
(Ministry of Education and Culture) by 2025.

At the operations level, we also connect the most remote locations in Brazil through
payphones (TUPs). An innovation project in progress will allow increasing the
service quality of the payphones, reduce costs, and optimize the entire system
chain. This initiative is funded by Finep (Studies and Projects Financing Entity),
obtained under the Inova Program of BNDES (Brazilian development bank). The
new payphone, still in prototype version, has half the size of the current
payphones, is more weather and vandalism resistant, will include broadband, Wi-Fi
and videoconference services, and will cost 50 percent less per unit than the
current version. The telephone card was upgraded, with technology similar to
cellphone technology, to allow users to recharge their cards, which increases their
useful lives and cuts manufacturing and distribution costs.

Our actions in the corporate social responsibility are concentrated in Instituto
Telemar ("Oi Futuro”), an institute certified as a Civil Society Organization of Public
Interest (OSCIP). Established in 2001, Oi Futuro develops Cultural, Educational,
and Sustainability programs using information and communications technologies to
promote social transformations and establish new role models, inspiring the
promotion of public policies.

At the Cultural level, the Institute owns three Cultural Centers, two in Rio de
Janeiro and one in Belo Horizonte, and two Telecommunications Museums.
Additionally, manages the Oi Program of Cultural Sponsorships with Tax Incentives.
In 2015, we sponsored 84 projects, in the visual arts, drama, music, technology,
and integrated arts.

Oi Futuro develops Education programs and projects aimed at qualifying the middle
school professional education in creative economy, and disseminate educational
methodologies capable of contributing to Brazil’s educational policies. This is
conducted under the programs NAVE (Advanced Education Center) and Oi Kabum!
(Art and Technology School), which use information and communications
technologies at the same time as tools and the subject matter of their training
processes, preparing our young students for new professions in the digital area.
Developed in two state public schools, in association with the Rio de Janeiro State
Department of Education (José Leite Lopes State High School) and the Pernambuco
State Department of Education (Cicero Dias State Technical School), NAVE offers
professional education integrated with regular high school education, offering
technical courses in the areas digital game programming, digital media scripts, and
multimedia, through research, innovation, and dissemination methodologies and
practices activities. Oi Kabum! offers young people from urban poor communities,
who attend or have attended public schools in Rio de Janeiro, Recife, Belo Horizonte
and Salvador, graphic design, graphic computation, video, photography, and
webdesign training courses.

In the Sustainability area, the program supports, through Oi Novos Brasis
program, socio-environmental projects developed by social organizations, aimed at



improving quality of life, promoting diversity, and increasing accessibility and social
inclusion. Additionally, the program also supports Child and Adolescent Right
Councils, through the Fund for Children and Adolescents and the Oi Sports
Sponsorship Program with Tax Incentives. Through these initiatives, Oi and Oi
Futuro partake in the strengthening of rights and social and sports public policies
aimed at the most vulnerable population segments, in particular, children and
adolescents.

Please visit the website (http://www.oifuturo.org.br) for more information on these
programs.

The initiatives described above and the advancement of this subject in our strategy
have contributed to keeping Oi in the Carbon Efficient Index (ICO2), a
BM&FBOVESPA initiative, and we adopt the GHG Protocol standard to take our
Greenhouse Gas Inventory. Further, Oi is a member, since 2011, of the Companies
for the Climate platform, which aims to assist member companies in their
greenhouse gas (GHG) management strategies and presents public policy
recommendations for a low carbon economy in Brazil.

In 2015, for the seventh time, we are part of BM&F Bovespa’s Corporate
Sustainability Index (ISE) portfolio. To be part of this index represents a constant
challenge, since the selection criteria become stricter each year.

In 2015, we completed six years since we joined the United Nations Global
Compact, and we remain committed to adopting in its business practices the
principles related to human rights, labor relations, the environment, and the fight
against corruption.

Since 2013 we are part of the Dow Jones Sustainability Index (DJSI) of the New
York Stock Exchange, which gathers companies for all over the world with the best
sustainability practices. This index is reviewed annually based on the quizzes
answered by the companies and public information available in annual reports and
investor relations websites. Ten percent of the member companies with the best
performance in each reviewed industry are listed in the index.

We disclose annually our social and environmental responsibility performance and
practices in our Annual Sustainability Report, prepared in accordance with the
Global Reporting Initiative (GRI) international standards. The 2014 report, our third
GRI-based Sustainability Report, was published in May 2015 and is available in out
Investor Relations website (http://ri.oi.com.br). In 2015 we followed the same
standard for our Sustainability Report, which we expect to publish in May 2016.

13 - Employees

We have 16,557 employees in our telecom operations, including 346 interns and
101 technical apprentices. Of our total employees, 64 percent are men and
36 percent are women. Our executive positions are held 73 percent by men and
27 percent by women.

The average age of our employees is 38 years old, with an average length of
service at Oi of 7 years. We operate is 26 Brazilian states and the Federal District,
with personnel allocated to more than 150 locations.

We also have 14,920 employees allocated to call center activities and 12,556
employees allocated to network building and maintenance.



Our world-class team is trained through specialized programs: 168 Management
Facilitators, 4 Master Black Belts, 66 Black Belts, 380 Green Belts, 1056 Yellow
Belts, 2028 White Belts, and 237 process leaders.

With a challenge to create and strengthen a Single Culture, we have been
promoting the alignment of the entire Company in pursuing our business goals.
Based on this strategy, the Management Model grants clarity to goals and
responsibilities, as well as performance discipline and pace, by encouraging
teamwork and interdepartmental collaboration, reinforcing the notion that we are
all in the same boat.

Our People function works continually to adjust its structure and processes to our
business strategies, in order to promote higher operational efficiency.

To support the People Development Cycle, we work with a Career Management
program whose main tools are internal recruiting, performance valuation, and a
professional development strategy that in addition to guiding self-knowledge and
self-development, allows our employees to be ready to correctly plan their careers.

We keep in place programs structured at different job levels aimed at developing
and improving the skills of our employees.

We have a Corporate Education Program aiming at leveraging learning, ensuring
the mapping and dissemination of key knowledge through educational practices and
actions that encourage the creation, acquisition, dissemination, use, and sharing of
our employees’ knowledge. The programs for all employees include the Technical
Skills Development Paths, spot training, leadership development, e-learning
programs, contract training, and on-demand training. In 2015 training sessions
totaled 186,424 hours.

The Generation Program promotes the development of young talent involved in
their professional growth. In 2015, the Technical Internship Generation Program,
focused on the Network Technologies and Systems and Operations Departments,
had 5,528 applicants disputing for 50 openings. The Executive Internship
Generation Program approximately 14,847 applicants who disputed 100 openings

In order to promote a closer relationship with some teaching institutions, recruit
young talent, and be perceived as a major employer, we participated in two
university fairs and held lectures in six teaching institutions in three Brazilian
states.

In 2015 we offered 23,004 training hours to the Generation Program participants.
In 2015 we closed 3,734 jobs at OI. Internal recruiting is a priority and 85 percent
of the job openings for executives were filled with internal applicants, via
assessment. On the whole, 45 percent of the new openings were filled by
employees, except for Store and Sales Force openings, offered mainly to external
stakeholders. This figure is even more significant when compared to the number of
people that have shown an interest in working for Oi by posting their résumés in
the recruiting system used by Oi (Vagas.com): 982,284 outside people currently
registered. In addition, we hired as employees 83 interns in 2015. Finally, we
promoted 816 employees.



Bearing in mind the physical and emotional wellbeing of our employees, we
proceeded with the Oi Vida em Dia (Oi Life Up-to-date) program, launched in
2014, which promotes a series of initiatives aiming at valuing, taking care and
recognizing our human capital. The program included several initiatives, such as:
quality of life rooms, programs for pregnant women, chronicle diseases
management program, etc. In the same line, we held the Oi vaccination campaign
from May to June, during which 5815 employees where vaccinated in all 26 states.

As part of our occupational safety actions, we consolidated the National Work-
related Accident Reduction and Safe Workplace Program, the main actions of which
were conducting 387 training sessions in Basic Occupational Safety Notions. This is
introductory training, where employees get acquainted with basic occupational
safety and accident prevention concepts. We also conducted 153 training sessions
in “Conscientious and Preventive Driving”, reinforcing the need to raise our
employees’ awareness on to correctly use vehicles, for business or any other
purpose. As for the risk perception and safe task planning course, using the 5 Ps
approach (Pare, Pense, Planeje, Proteja e Prossiga, in English Pause, Ponder, Plan,
Protect, and Proceed) involved 177 trained employees. Further, 45 employees
attended the electricity work safety course, in compliance with the summary
described in NR-10 (Regulatory Standard 10), licensing them to work in areas
exposed to electricity risks. We also had the attendance of 730 employees in the
work at a height safety course in compliance with the Abstract described by NR-35
(Regulatory Standard 35), which train these employees to take protective actions
during Work at a Height, involving planning, organization, and execution, to ensure
the safety and health of the workers involved directly or indirectly with this activity.

This program went beyond training and took the prevention concept to the field.
Our safety team conducted in 2015 more than 1,097 field inspections and over
1,025 employees whose awareness was raised using the tool DSS (weekly safety
conversations), the Nationwide SIPAT (Internal Work-related Accident Prevention
Week), and awareness campaigns, which completed the main plan actions.

The 2015 Internal Work-related Accident Prevention Week (SIPAT) was focused on
raising the employees’ awareness about the importance of safe work through
lectures and roleplaying that raised concepts such as: the prevention of
occupational and traffic accidents, risk perception and accident prevention,
reduction of environmental impacts involved in the operation, in addition to the
matters related to quality of life. This year, planning also included initiatives to
highlight the importance of an early breast cancer diagnosis, and special lectures
aimed at the Operations team.

In 2015 several internal drives mobilized our employees. As sponsor and official
mobile operator of Rock in Rio 2015, we were responsible for supplying the entire
telecommunications and IT network of the largest music and entertainment festival
in the world, and we also conducted several brand protion actions. For our
employees, we facilitated ticket sales and raffled backstage passes to the World
Stage and tickets for each day of the festival.

From January to March, we held the Summer Campaign with actions to promote the
involvement and promote our sponsorship among our employees, such as the Rio



Summer Games and Oi Rio Pro, which involved both employees and professional
surfers sponsored by Oi.

To involve our employees in Oi Futuro initiatives, we aired a campaign in February
and March to disseminate our actions, encourage information sharing, and increase
their pride for working in a socially responsible company by making each employee
an “Ambassador of Oi Futuro”.

In order to contribute to our cost cutting proposal, we launched the campaign “Idea
Bank” in April among our employees. The initiative received 549 suggestions, the
most recurring of which were: install movement sensors in lights, turn off elevators
during idle hours, turn off the air conditioning when there are few employees at the
company.

During June and July, companywide conscious energy consumption was reinforced
through a Responsible Energy Use campaign. We offered employees 17 tips that
can be put into practice both at work and at home.

After getting ready for the sales recovery, we changed our market stance by
adopting a more customer-friendly posture and launched offers that surprised our
competitors. And to disseminate these novelties and acknowledge the teams
involved in the projects, from October to December we aired the Oi Livre, Oi Mais,
new Oi Portal, and Oi Mais Empresas internal campaigns.

Also in December, our employees had the opportunity to make a better Christmas
by giving presents to underprivileged children all over the country. We collected the
presents in Oi buildings in 17 states, with the help of the volunteer work of 67
employees, who collected a total of 3,274 toys, distributed in 17 charitable
institutions.

14 - External Audit

In compliance with CVM Instruction 381/2003, we hereby inform that Oi S.A. and its
subsidiaries engaged KPMG Auditores Independentes to audit their financial
statements prepared in accordance with accounting practices adopted in Brazil and
IFRSs.

Our policy on the engagement of non-audit services is based on the external audit’s
independence and transparency principles. These principles are as follows: (a) an
auditor should not audit his or her own work, (b) an auditor should not perform
management functions, and (¢) an auditor should not act as an advocate for the
audit client.

In 2015 we engaged KPMG Auditores Independentes to provide non-audit services
amounting to R$1,830,000, which accounted for 34 percent of the external audit
fees paid. The engaged services consisted of: (i) tax review fiscal engaged
beginning August 19, 2014; and (ii) internal control, processes and systems
compliance review engaged beginning July 30, 2014.



In compliance with CVM Instruction CVM 381, we hereby inform that in 2015 KPMG
Auditores Independentes did not provide any services that could affect their
independence, ratified under an Independence Letter periodically submitted to us.
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Independent auditors’ report on the financial statenents

(A free translation of the original report in P@uese, as filed with the Brazilian Securities and
Exchange Commission (CVM), prepared in accordaritteaccounting practices adopted in Brazil,
the rules of the CVM and International FinanciapBeing Standards - IFRS)

To

The Board of Directors and Shareholders of
Oi S.A.

Rio de Janeiro - RJ

We have audited the individual and consolidatedrfaial statements of Oi S.A. (“the Company”),
identified as Company and Consolidated, respegtiwghich comprise the balance sheet as of
December 31, 2015 and the respective statementpeafations, comprehensive income (loss),
changes in shareholders' equity and cash flowshforyear then ended, as well as a summary of
significant accounting policies and other notethtofinancial statements.

Management's responsibility for the financial statenents

The Company's Management is responsible for thpapation and fair presentation of these

individual and consolidated financial statementadonordance with accounting practices adopted in
Brazil and in accordance with International Finah&eporting Standards (IFRS) as issued by the
International Accounting Standards Board (IASB)wadl as for the internal control as it considers

necessary to enable the preparation of financiaestents free from material misstatement,

regardless of whether due to fraud or error.

Independent auditor’s responsibility

Our responsibility is to express an opinion on ¢hdéigancial statements based on our audit,
conducted in accordance with the Brazilian and ritonal Standards on Auditing. These
standards require compliance with ethical requirgsby the auditors and that the audit is planned
and performed for the purpose of obtaining reasenabsurance that the financial statements are
free from material misstatement.

An audit involves performing selected proceduresoldain audit evidence with respect to the
amounts and disclosures presented in the finastagéments. The procedures selected depend on
the auditor's judgment, and include the assessuifetite risks of material misstatement of the
financial statements, regardless whether due talfox error. In the assessment of these risk, the
auditor considers the relevant internal controlstfee preparation and fair presentation of the
Company's financial statements, in order to pladitaprocedures that are appropriate in the
circumstances, but not for purpose of expressingpamon on the effectiveness of the Company’s
internal control. An audit also includes evaluatthg adequacy of the accounting practices used
and the reasonableness of the accounting estimmateée by management, as well as evaluating the
overall presentation of the financial statemeriertaas a whole.

We believe that the audit evidence we have obtamedfficient and appropriate for expressing our
gualified opinion.



Basis for Qualified Opinion

Goodwill and impairment of assets

As described in Note 1 to the financial statemefh&demar Participacbes S.A. (“TmarPart”), the
former Parent Company, was merged into the Compang8eptember 1, 2015. TmarPart's assets
included the acquisition accounting adjustmentggiSip adjustments”), when the acquisition of
Brasil Telecom ParticipacBes S.A. (“BrT”, curren®i S.A.), that as permitted by the Brazilian
Securities and Exchange Commission — CVM, througtOFFICIAL LETTER/CVM/SEP/GEA.-
5/No. 119/2013, was derecognized from its books aecdognized up to their full amortization in
2025 at a higher consolidated level, in the finahstatements of TmarPart. Although, there is no
specific guidance under accounting practices adopteBrazil and IFRS with respect to the
accounting for transactions of entities under comroontrol, certain existing views indicate that
de-recognition or maintenance of the Step-up adjests upon the Merger is an accounting policy
election by the Company. However, the currenttfmysiof the CVM in its Official Letter is for the
maintenance of the Step-up adjustments at the tdass level, in the consolidated financial
statements of TmarPart. As described in note 2B, accounting practice adopted by the
Company in the Merger, did not included o the Stpmdjustments. Consequently, as of December
31, 2015, the balances of non current assets aadelstlder's equity are understated by
R$1,233,299 thousand relating to the net Step-ypstadents of R$ 9,079.988 thousand,
deducted of impairment losses of R$ 7,211,353 thodisand tax effects of R$ 635,336 thousand.
The loss for the year then ended is understate®%w,993,072 thousand relating to the non-
recognition of the amortization of R$ 233,579 themud and the impairment losses of R$ 4,759,493
thousand, both net of taxes. The Company has itteldna technical query to the CVM about the
accounting practice elected, which is still beinglaated by the regulator.

Qualified Opinion

In our opinion, except for the effect of the mattiescribed in the “Basis for Qualified Opinion”
paragraph, the aforementioned individual and cadatad financial statements present fairly, in all
material respects, the individual and consolidditegncial position of Oi S.A. as of December 31,
2015 and its individual and consolidated finangalformance and cash flows for the year then
ended, in accordance with accounting practices tadopn Brazil and International Financial
Reporting Standards (IFRS) as issued by the Infierred Accounting Standards Board - IASB.

Emphasis

Going Concern

Without qualifying our opinion, we draw attentianNotes 1 and 3.4.3 to the financial statements,
which describe management’s action plan to equéidinancial obligations to the Company's
cash generation. These conditions, as well asamnt@al non-achievement of the described plan,
indicate the existence of a material uncertaintyictv may cast doubt about the Company’s ability
to continue as a going concern.



Other matters

Statements of added value

We have also audited the individual and consolitiatatements of added value (DVA) for the year
ended December 31, 2015, prepared under the rabjitn®f the Company’s management, the
presentation of which is required by the Brazil@orporate Law for publicly-held companies and
presented as supplementary information under IF&Sthese standards do not require the
presentation of a statement of added value. Thiedensents were submitted to the same audit
procedures previously described and, in our opingsaept for the effect of the matter described in
the “Basis for Qualified Opinion” paragraph, aregented fairly, in all material respects, in relati

to the financial statements taken as a whole.

Rio de Janeiro, March 23, 2016

KPMG Auditores Independentes
CRC SP-014428/0-6 F-RJ

José Luiz de Souza Gurgel
Accountant CRC RJ-087339/0-4



Oi S.A. and Subsidiaries

Balance Sheets as at December 31, 2015 and 2014
(In thousands of Brazilian reais - R$, unless othevise stated)

Assets

Current assets
Cash and cash equivalents
Cash investments
Derivative financial instruments
Due from related parties
Accounts receivable
Inventories
Recoverable income tax and social
contribution
Other recoverable taxes
Judicial deposits
Dividends and interest on capital
Pension plan assets
Prepaid expenses
Held-for-sale assets
Other assets

Non-current assets
Due from related parties
Cash investments
Derivative financial instruments
Deferred taxes assets
Other recoverable taxes
Judicial deposits
Pension plan assets
Prepaid expenses
Other assets
Investments
Property, plant and equipment
Intangible assets

Total assets

Company Consolidated
Notes 2015 2014 2015 2014 Liabilities and equity
Current liabilities
8 1,518,584 354,084 14,898,063 2,449,206 Payroll, related taxes and benefits
8 18,153 24,437 1,801,720 171,415 Trade payables
18 103,537 141,096 606,387 340,558 Borrowings and financing
26 2,444,054 Due to related parties
9 2,428,751 1,978,558 8,379,719 7,450,040 Derivative financial instruments
34,658 28,347 351,993 478,499 Current taxes payable
Other taxes payable
10 370,076 219,681 915,573 1,097,189
11 210,603 247,507 922,986 1,054,255 Dividends and interest on capital
12 887,449 881,595 1,258,227 1,133,639 Licenses and concessions payable
26 891,270 854,231 Tax refinancing program
24 700 1,623 753 1,744 Provisions
26,046 27,040 293,036 301,181 Provisions for pension funds
28 5,455,262 2,821,322 7,686,298 33,926,592 Liabilities associated with held-for-sale assets
527,312 390,329 952,254 882,477 Other payables
12,472,401 10,413,904 38,067,009 49,286,795
Non-current liabilities
26 3,353,617 707,802 Borrowings and financing
8 20,580 18,465 125,966 111,285 Due to related parties
18 5,290,136 2,114,364 6,780,316 2,880,923 Derivative financial instruments
10 6,461,517 4,381,261 8,883,002 7,625,772 Other taxes
11 194,696 198,768 659,899 741,911 Licenses and concessions payable
12 8,426,835 7,886,194 13,119,130 12,260,028 Tax refinancing program
24 124,289 42,149 129,128 45,752 Provisions
7,905 20,412 71,194 104,398 Provisions for pension funds
325,629 298,958 225,310 222,843 Other payables
13 17,144,175 19,186,213 154,890 148,411
14 5,498,089 5,575,321 25,497,191 25,670,026
15 232,925 239,831 3,301,771 3,690,978
47,080,393 40,669,738 58,947,797 53,502,327 Equity
Capital
Share issue costs
Capital reserves
Profit reserves
Obligations in equity instruments
Treasury shares
Other comprehensive income
Changes in equity interest percentage
Accumulated losses
Non-controlling interests
Total equity
59,552,794 51,083,642 97,014,806 102,789,122 Total liabilities and equity

The accompanying notes are an integral part oktfirancial statements.

Company Consolidated
Notes 2015 2014 2015 2014

168,660 203,686 660,415 744,439
16 1,388,520 1,397,610 5,004,833 4,336,566
17 5,257,349 1,833,897 11,809,598 4,463,728

17 245,076 67,154
18 1,890,443 444,106 1,988,948 523,951
10 82,009 71,877 339,624 477,282
11 762,079 810,513 1,553,651 1,667,599
65,663 181,477 96,433 185,138
19 40,052 911,930 675,965
20 42,694 52,590 78,432 94,041
21 622,213 637,244 1,020,994 1,058,521
24 144,337 129,401 144,589 129,662
28 745,000 27,178,221
22 2,753,145 347,650 1,219,624 1,021,719
13,422,188 6,217,257 25,574,071 42,556,832
17 14,931,006 17,554,682 48,047,819 31,385,667

17 12,790,445 5,185,699
18 521,395 127,730 521,395 142,971
11 126,253 88,613 924,337 874,727
19 6,607 685,975
20 436,961 467,327 716,656 896,189
21 1,808,332 2,304,828 3,413,972 4,073,247
24 399,396 346,789 399,431 346,873
22 1,901,154 988,425 3,004,307 2,515,152
32,914,942 27,064,093 57,034,524 40,920,801

23
21,438,374 21,438,220 21,438,374 21,438,220
(377,429) (309,592)  (377,429) (309,592)
7,016,003 3,977,623 7,016,003 3,977,623
1,933,354 1,933,354
(2,894,619) (2,894,619)
(5,531,092) (2,367,552) (5,531,092) (2,367,552)
338,226 45,126 338,226 45,126
3,916 3,916 3,916 3,916
(9,672,334) (4,024,184) (9,672,334) (4,024,184)
13,215,664 17,802,292 13,215,664 17,802,292
28 1,190,547 1,509,197
13,215,664 17,802,292 14,406,211 19,311,489
59,552,794 51,083,642 97,014,806 102,789,122
5



Oi S.A. and Subsidiaries

Statements of Profit or Loss

For the Years Ended December 31, 2015 and 2014

(In thousands of Brazilian reais - R$, unless othevise stated)

Company Consolidated
Notes 2015 2014 2015 2014
Continued operations
Net operating revenue 4 and 5 6,228,990 6,531,101 27,353,765 28,247,099
Cost of sales and/or services 5 (2,534,058) (2,860,665) (15,308,634) (15,229,602)
Gross profit 3,694,932 3,670,436 12,045,131 13,017,497
Operating income (expenses)
Share of profit of subsidiaries 5and 13 (4,104,581) 1,359,550 (21,883) (5,881)
Selling expenst 5 (1,078,922 (1,311,597 (4,744,518 (5,611,772
General and administrative expenses 5 (1,242,956) (1,247,489) (3,832,995) (3,751,410)
Other operating income 5 427,922 966,668 1,630,056 4,466,914
Other operating expenses 5 (873,534) (613,893) (2,373,395) (2,440,710)
(6,872,072) (846,761) (9,342,735) (7,342,859)
Profit (loss) before financial income (expenses) dn
taxes (3,177,140) 2,823,675 2,702,396 5,674,638
Financial incom 5and ( 1,513,69¢ 84(,62¢ 4,904,55! 1,344,76
Financial expenses 5and 6 (5,004,447) (3,722,218) (13,307,650) (5,891,332)
Financial income (expenses) 5and 6 (3,490,748) (2,881,590) (8,403,100) (4,546,565)
Profit (loss) before taxes (6,667,888) (57,915) (5,700,704) 1,128,073
Income tax and social contribution
Current 7 (48,127) (11,970) (781,576) (622,001)
Deferred 7 712,965 76,713 66,537 (497,954)
Profit (loss) from continuing operations (6,003,050) 6,828 (6,415,743) 8,118
Discontinued operations
Profit (loss) from discontinued operations, net @fe
taxes) 28 1,068,142 (4,414,539) 1,068,142 (4,414,539)
Loss for the year (4,934,908) (4,407,711) (5,347,601) (4,406,421)
Loss attributable to Company owners (4,934,908) (4,407,711) (4,934,908) (4,407,711)
Profit (loss) attributable to n-controlling interest (412,693 1,29(
Basic and diluted loss per share: 23(h)
Common shares — basic and diluted (R$) (6.76) (7.15) (6.76) (7.15)
Preferred shares — basic and diluted (R$) (6.76) (7.15) (6.76) (7.15)
Basic and diluted earnings (loss) per share - diswoed 23(h)
operations:
Common shares — basic and diluted (R$) (8.23) 0.01 (8.23) 0.01
Preferred shares — basic and diluted (R$) (8.23) 0.01 (8.23) 0.01
The accompanying notes are an integral part ottfirancial statements. 6



Oi S.A. and Subsidiaries

Statements of Comprehensive Income

For the Years Ended December 31, 2015 and 2014
(In thousands of Brazilian reais - R$, unless othevise stated)

Continued operations

Loss for the yeal

Hedge accounting gains (losses)

Subsidiaries’ hedge accounting los

Actuarial gains (losses)

Subsidiaries’ actuarial gai

Exchange gains on investment abroad

Exchange gains on subsidiaries’ investment abroad

Comprehensive income before taxes — continuing
operations

Effect of taxes on other comprehensive incc
Hedge accountir

Actuarial gains (losse

Comprehensive income continuing operations
Discontinued operation:

Comprehensive income of discontinued operatiol

Total comprehensive income for the yet

Comprehensive income attributable to owners of the
Compan

Comprehensive income attributable to non-contrgllin
interest

Company Consolidated
201¢ 201« 201¢ 201«
(4,934,908 (4,407,711 (5,347,601 (4,406,421
(710,583) 195,427 (797,950) 186,047
(57,662 (6,191
(66,830) 89,220 (66,830) 90,906
1,02¢ 1,11° 1,55¢
881,411 230,692 911,853 464,981
(63,601) 110,853
(4,951,147) (3,786,597) (5,298,973) (3,664,487)
241,59t (66,445 271,30« (63,256
22,72 (30,335 22,19: (30,908
(4,68¢€,82¢€) (3,883,377 (5,005,476 (3,758,651
45,01¢ (387,677 45,01¢ (387,677
(4,641,808 (4,271,054 (4,960,458 (4,146,329
(4,641,808 (4,271,05) (4,641,808 (4,271,05)
(318,650 124,72t

() In 2014, the comprehensive income from disqargd operations included the effect of taxes on PT
Portugal’s pension plans, amounting to R$196 nnillio

The accompanying notes are an integral part ottfirancial statements.



Oi S.A. and Subsidiaries

Statements of Changes in Shareholders’ Equity fotie Years Ended December 31, 2015 and 2014
(In thousands of Brazilian reais - R$, unless othevise stated)

Attributable to owners of the Company

Capital reserve:

Income reserve

Special
Special inflation Changes in
Donations and| merger |Special merger| Interest on | adjustment - Obligations in equity Other Total
Share investment goodwill reserve - net | construction Law Other equity Treasury |Accumulated interest | comprehensi| controlling |Non-controlling
Share capitalissue costs  grants reserve assets in progress | 8200/1991 | reserves| Legal Investments | _instruments shares losses percentage | ve income interests interests Total equity

Balance at January 1, 201 7,471,209  (56,547) 123,558 767,726 2,309,296 745,756 31,287 383,527 1,640,465 (2,104,£24) 3,916 (91,E31) 11,524,138 11,524,138
Acquisition of interest- PT Portuge 1,468,602 1,468,602
Capital increas 13,€59,900 13,859,€00] 13,€59,900]
Capital increase with reinvestme
tax incentives 7,111 (7,111
Attributed dividend (84,131)) (84,131
Share issue costs (Note ! (253,C45)| (253,045) (253,045
Obligations in equity instrumer (2,894,€19) (2,894,€19) (2,894,619
Treasury shar (263,028) (263,028) (263,028
(Loss)/profit for the ye: (4,407,711) (4,407,711) 1,290 (4,406,421
Realization of legal reser (383,527) 383,527,
Hedge accounting ge 128,982 128,282 128,982
Subsidiaries’ hedge accounti
losses (6,191 (6,191 (6,191
Actuarial gair 58,885 58,885 58,885
Subsidiaries’ actuarial lo (714,654) (714,654) (714,654)
Exchange gains on investme
abroad 441,89 441,89 123,43 565,33
Exchange gains on subsidiari
investment abroad 132,99 132,99: 132,99:
Other comprehensive incol 94,743 94,743 94,743
Balance at December 31, 20. 21,438,22| (309,592 123,554 767,72 2,309,29| 745,754 31,28 1,933,35; (2,894,619 (2,367,552 (4,024,184 3,91¢ 45,124 17,802,29 1,509,19| 19,311,48
Merger of TmarPart (Note (33,692 982,76 122,41 (5,809 1,065,67| 1,065,67/
Capital increas 154 1,933,20 (1,933,354
Share conversion cost (Note f) (34,145 (34,145 (34,145
Obligations it equity instrumen (268,921 (268,921 (268,921
Exchange of treasury sha 3,163,54( (3,163,54(]
Loss for the ye: (4,934,90¢] (4,934,90¢] (412,693| (5,347,601
Hedge accounting loss (468,984 (468,984 (468,984
Subsidiaries’ hedge accounti
losses (57,662 (57,662 (57,662
Actuarial los (44,108 (44,108 (44,108
Subsidiaries’ actuarial ga
transferred to accumulated losses (707,433] 715,68 8,247 8,247
Exchange gains on investme
abroad 1,332,41! 1,332,41! 94,04 1,426,45!
Exchange gains on subsidiari
investment abroad 380,37 380,37 380,37
Other comprehensive income for 1
year 144,73 144,73 144,735
Comprehensive income transferre
(loss) profit for the year (Note 28) (1,709,347 (1,709,347 (1,709,347

21,438,37{ (377,429 123,55  1,750,49] 2,431,70; 745,754 31,287 1,933,201 (5,531,092 (9,672,334 3,91¢ 338,22f 13,215,66 1,190,54| 14,406,21
Balance at December 31, 20. 21,438,37] (377,429 7,016,00:! (5,531,092] (9,672,33) 3,91¢ 338,22f 13,215,66 1,19C547 14,406,21
The accompanying notes are an integral part oktfirancial statements. 8



Oi S.A. and Subsidiaries

Statements of Cash Flows

For the Years Ended December 31, 2015 and 2014
(In thousands of Brazilian reais - R$, unless othevise stated)

Operating activities - continuing operations
Income (loss) before income tax and social coutitin
Non-cash items
Charges, interest income, and inflation adjustme
Financial instrument transactions
Depreciation and amortization
Loss on short-term investments classified ad fwlsale
Losses on receivables
Provisions
Provision for pension plans
Equity in earnings of investees
Loss on write-off of permanent assets
Concession Agreement Extension Fee - ANATEL
Employee and management profit sharing

Inflation adjustment to intragroup receivables arivate debentures
Inflation adjustment to provisions

Inflation adjustment to tax refinancing program

Expired dividends

Proceeds from the sale of investments

Other

Changes in assets and liabilities
Accounts receivable
Inventories
Taxes
Held-for-trading cash investments
Redemption of held-for-trading cash investments
Trade payables
Payroll, related taxes and benefits
Provisions
Provision for pension plans
Changes in assets and liabilities held for sale
Other assets and liabilities

Financial charges paid

Income tax and social contribution paid - Company
Income tax and social contribution paid - thirdtjesr
Dividends received

Cash flows from operating activities - continuing oprations

Cash flows from operating activities - discontinuedperations

Net cash generated by operating activities

The accompanying notes are an integral part oktfieancial statements.

Company Consolidated

2015 2014 2015 2014
(6,667,888) (57,915) (5,700,704) 1,128,073

7,603,220 2,923,813 10,500,176 4,163,880
(4,330,129) (157,241)  (5,797,102) (427,384)

959,146 862,796 5,091,680 4,535,418
128,598 1,678,561
90,140 94,170 726,944 64¢,463
147,421 47,268 566,617 463,087
8,997 8,795 9,088 8,897
4104581  (1,359,550) 21,883 5,881
6,232 6,042 22,415 16,277
29,509 40,052 88,016 123,731
60,096 98,862 214,375 291,885

(285,087) (79,265)

72,583 114912 17€,297 235276
47,718 82,282 93,784 132,194
(115,302) (30,295) (116,223) (40,411)
(2,441,028)

(29,106) 463,147 (158,063) 596,913
1,830,729 3,057,873 7,417,744 9,440,152
(540,333) (221,696) (1,622,343) (1,057,184)
(6,311) (2,069) 74,776 (38,721)

31,86C (50¢€,670; 11¢,887 (79(,262
(1,498,904) (1,410,206) (8,790,093) (4,754,150)
1,494,505 1,431,505 7,95€,169 5,021,859
(296,366) (409,070) 117,271 (221,347)
(95,508) (93,283) (351,128) (198,428)
(418,073) (313,098) (1,079,323) (775,583)
(139,325) (131,156) (139,325) (131,156)

(92,707, (78€,914;

(149,543) 90,200 226,498 742,538
(1,710,705) (1,567,543) (4,272,525) (2,202,434)
(2,315,690) (1,763,351) (4,057,529) (2,852,682)

(118,038) (8,969) (418,513) (432,999)

(42,447) (77,308) (208,190) (322,513)
56,875 412,518 23,263

(2,419,300) (1,437,110) (4,684,232) (3,584,931)
(2,29¢,276 53,22( (1,539,019 3,652,78
48E,342 1,877,782

(2,299,276) 53,220 (1,053,671) 5,530,569




Oi S.A. and Subsidiaries

Statements of Cash Flows

For the Years Ended December 31, 2015 and 2014
(In thousands of Brazilian reais - R$, unless othevise stated)

(continued)

Company Consolidated
2015 2014 2015 2014
Investing activities - continuing operations
Purchases of tangibles and intangibles (591,209) (928,240) (3,681,484) (5,370,351)
Due from related parties and debentures - diglments (4,250,250) (5,128,661)
Due from related parties and debentures - pései 3,295,276 2,416,762
Proceeds from the sale of investments, tangjidohel intangibles 891 1,779,026 14,996 4,453,611
Cash received for the sale of PT Portugal (128 682,681 17,218,275
Judicial deposits (1,416,171) (1,230,418) (2,044,796) (1,660,987)
Redemption of judicial deposits 724,316 542,834 1,039,221 722,836
Changes in cash and cash equivalents for thefy@n discontinued operations 201,591
Capital increase in subsidiaries (3,849,423)
Acquisition of investment in PT Portugal on M&y2014 1,087,904
Cash and cash equivalents transferred to helddie assets (730,572
Increase/(decrease) in permanent investments (12,293) 28,087 (10,045) 8,091
Cash flows from investing activities - continuing oprations (1,566,758 (6,370,033  12,737,75¢ (1,489,468
Cash flows from investing activities - discontinueaperations (194,739) (2,813,437)
Net cash used in investing activities (1,566,759) (6,370,033) 12,543,019 (4,302,905)
Financing activities - continuing operations
Borrowings net of costs 2,638,209 1,789,422 7,218,639 2,665,098
Repayment of principal of borrowings, finarg;imnd derivatives (3,075,011 (2,285,532 (8,604,058 (5,053,939
Debts to related parties and debentures -0Bongs 6,854,918 699,008
Debts to related parties and debentures - Regats (1,482,084) (1,159,500)
Licenses and concessions (49,665 (348,545 (204,779
Tax refinancing program (62,186) (628,349) (93,266) (870,215)
Capital increase 8,230,60 8,230,60¢
Issue premium and related costs (403,375) (403,375)
Payment of dividends and interest on capital (512) (8,395) (57,608) (5,172)
Cash and cash equivalents acquired by merger 20,346 20,346
Cash flows from financing activities - continuing ojrations 4,844,015 6,233,885 (1,864,492) 4,358,224
Cash flows from financing activities - discontinuedperations (492,194) (5,532,725)
Net cash used in financing activities 4,844,015 6,233,885 (2,356,686) (1,174,501)
Foreign exchange differences on cash equivalents 186,52C (5,009 3,316,19¢ (28,78)
Cash flows for the year 1,164,500 (87,932) 12,448,857 24,376
Cash and cash equivalents
Closing balance 1,518,584 354,084 14,898,063 2,449,206
Opening balance 354,084 442,016 2,449,206 2,424,830
Changes in the year 1,164,50(C (87,932 12,448,85 24,376

The accompanying notes are an integral part oetfirancial statements.
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Oi S.A. and Subsidiaries

Statements of Cash Flows

For the Years Ended December 31, 2015 and 2014
(In thousands of Brazilian reais - R$, unless othevise stated)

Additional disclosures relating to the statement otash flows

Non-cash transactions

COMPANY CONSOLIDATED

201¢ 201¢ 201t 201¢
\Variance between economic and financial investr{lRR&E and
intangible assets) 290.031] 107.151] 568.973 (122,072)
Capital increase (Note 5,709,90 5,709,90
Share exchange (Note 23.b and Note 29) 3,163,540 3,163,540
Offset of judicial deposits against provisis 318,655| 338,762 374,295 405,32¢
Capital increase in subsidiaries (Note 2,125,200

The accompanying notes are an integral part oetfirancial statements.
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Oi S.A. and Subsidiaries

Notes to the Financial Statements

for the Years Ended December 31, 2015 and 2014
(Amounts in thousands of Brazilian reais - R$, unlgs otherwise stated)

1. GENERAL INFORMATION

Oi S.A. (“Company” or “Oi"), is a Switched Fixeddé Telephony Services (“STFC")
concessionaire, operating since July 1998 in Rediaf the General Concession Plan (“PGQO”),
which covers the Brazilian states of Acre, Rondphlato Grosso, Mato Grosso do Sul, Tocantins,
Goias, Parana, Santa Catarina, Rio Grande do 8dltte Federal District, in the provision of
STFC as a local and intraregional long-distancearaiSince January 2004, the Company has also
provided domestic and international long-distaneevises in all Regions. Additionally, since
January 2005, it has provided local services datef Region Il. These services are provided under
concessions granted by Agéncia Nacional de Telenaracbes - ANATEL (National
Telecommunications Agency), the regulator for tmazian telecommunications industry.

The Company is domiciled in Brazil, with headquestéocated at Rio de Janeiro, at Rua do
Lavradio, 71 — Rio de Janeiro.

The Company also holds: (i) through its wholly-o@nsubsidiary Telemar Norte Leste S.A.
(“TMAR"), a concession to provide fixed telephorengces in Region | and international long-
distance services nationwide; and (ii) throughiritirect subsidiary Oi Mével S.A. (“Oi Mével”) a
license to provide mobile telephony services iniRed Il and Ill.

The local and nationwide STFC long-distance conoasagreements between the Company and
its subsidiary, TMAR, and ANATEL are effective tlugh December 31, 2025. These concession
agreements provide for reviews on a five-year basts in general, provide for a greater degree of
intervention by ANATEL in the management of the ihess than the licenses to provide private
services, and also include several consumer prateptovisions, as determined by ANATELthe
regulator. On December 30, 2015, ANATEL announttext the due date for the review to be
implemented by the end of 2015 had been postpanagril 30, 2016.

In April 2014, as part of the business combinatiod the union of the share bases of the Company
and Pharol SGPS S.A. (formerlyPortugal Telecom, SGFRA., “Pharol”), a capital increase of the
Company was approved, which was partially paidamoagh the assignment, by Pharol, of all the
shares issued by PT Portugal SGPS, S.A. (“PT Paitjug

The sale of all the shares of PT Portugal to AlRogtugal S.A. (“Altice”), involving basically the
operations of PT Portugal in Portugal and in Hupgams completed on June 2, 2015. After this
sale, the Company retained its stakes in the fatigiormer PT Group subsidiaries:

® 100% of the shares of PT Participacbes SGPS, $A. Participa¢bes”), holder of the
operations in Africa, through Africatel Holdings B¥Africatel”), and Timor, through
Timor Telecom, S.A. (“Timor Telecom”);

(i) 100% of the shares of Portugal Telecom Internatibivance B.V. (“PTIF"), CVTEL
B.V. (“CVTEL"), and Carrigans Finance S.a.r.l. (‘Cigans”).
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In Africa, the Company provides fixed and mobileeé@mmunications services indirectly through
Africatel Holding BV (“Africatel”). The Company prades services in Namibia, Mozambique, and
Sdo Tomé, among other countries, through its sigrid Mobile Telecommunications Limited
(“MTC"), Listas Telefénicas de Mocambique (“LTM™and CST — Companhia Santomense de
Telecomunicacdes, SARL (“CST"). Additionally, Afetel holds an indirect 25% stake in Unitel
S.A. (“Unitel”) and a 40% stake in Cabo Verde Tele¢ S.A. (“CVT"), which provide
telecommunications services in Angola and Cape &/erd

In Asia, the Company provides fixed and mobile defemunications services through its
subsidiary Timor Telecom.

The Company is registered with the Brazilian Sdimgiand Exchange Commission (“CVM”) and
the U.S. Securities and Exchange Commission (“SE[ES)shares are traded on the S&o Paulo
Mercantile and Stock Exchange (“BM&FBOVESPA") ant$ iAmerican Depositary Receipts
(“ADRs") are traded on the New York Stock ExchaiitiYSE”).

The Company’s financial statements were analyzetlagproved by the Board of Directors, and
authorized for issuance at the meeting held on Mag; 2016.

Union of the shares bases of Oi and Pharol

On March 31, 2015, due to in the context of theonniransaction of the share bases of Oi,
TmarPart, and Pharol, announced on October 2, a0ti3described in the Material Fact Notices
issued on February 20, 2014 and September 8, 2Utdnéaction”), the Company disclosed a set
of transactions and steps to anticipate the maipgses of the Transaction with the adoption, by
Oi, of the best corporate governance practicesnedjby BM&FBovespa’'s Novo Mercado (special
listing segment) and the dilution of the votinghtigjin Oi, but maintaining the final goal of, a®so0
as possible, implementing a transaction that resalthe migration of the shares currently held by
Oi's shareholders and subsequently Pharol's shhtetso to Novo Mercado (“Alternative
Structure”).

The Alternative Structure consisted of the follogvistages: (i) streamlining the Company’s capital
structure, including the merger of TmarPart by @ispectively, “Corporate Streamlining” and
“Merger”); (ii) approval of the new Company Bylaw®flecting the adoption by Oi of the high
corporate governance standards; (iii) election ae@ Oi Board of Directors, with term of office
until the shareholders’ meeting that approves ithential statements for the year ending December
31, 2017; and (iv) the voluntary conversion of Camppreferred shares for common shares, using
an exchange ratio of 0.9211 Oi common shares pen®ipreferred share, already disclosed of the
merger of Oi with and into TmarPart and used togthe Oi shares in the capital increase approved
in April 2014 and paid-in in May of the same yeafdluntary Exchange”).

On July 22, 2015, the signatories of Oi’'s involwdireholders’ agreements signed the terminations
of these shareholders’ agreements, which becareetief on July 31, 2015, the publication of the
first call notice of the Shareholders’ Meeting thall decide on the approval of the Merger and
Corporate Streamlining. The terminations of therahalders’ agreements results from the
inexistence of a defined controlling shareholdethin Company.
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On July 30, 2015, ANATEL's Steering Board grantée tPrior Approval request, contingent
uponthat the Company’'s compliance with all its t&dligations, to implement the Alternative
Structure. On August 31, 2015, the Company's taxdegtanding was certified and the
effectiveness condition was implemented, as pravider in the Prior Approval request.
Accordingly, on September 1, 2015, Oi conductedEitaordinary Shareholders’ Meeting, which
approved mainly:

(1) the Merger of TmarPart with and into Oi and theatedl valuation report prepared by a
specialized firm;

(2) the approval of Oi's new bylaws;

(3) the election of a new Oi Board of Directors, wighnh of office until the shareholders’ meeting
that approves the financial statements for the gading December 31, 2017.

(4) the proposal and start of the Voluntary Convergieriod and the related terms and conditions.

The approval of the Merger on September 1, 2015ircoed the termination of TmarPart’s

shareholders’ agreements. TmarPart's net assbt®whtvalue merged with and into the Company
were R$122,412, with no change in the number ofesh@sued or dilution of the shareholders’
interests. The merger also resulted in the transfehe Company’s equity of the goodwill tax

benefits, resulting from TmarPart's and its collittyg shareholders’ interest acquisitions, of
R$982,768

As a result of the merger, TmarPart’s shareholdmreived the same amount of Company shares as
the shares held by TmarPart immediately beforenteeger, so that there was no dilution of the
Company's shareholders’ interests.

With regard to the Voluntary Conversion, also apprbat the Company’s Shareholders’ Meeting
held on September 1, 2015, a 30-day period waatd, until October 1, 2015, for the holders of
preferred shares to declare their acceptance. r Alfie end of the 30-day period, a total of
314,250,655 Oi preferred shares, or 66.84% of faflerred shares ex-treasury, were offered for
conversion by their holders, attaining the minimacteptance threshold of 2/3 of the holders of
preferred shares ex-treasury to which the VolunGogversion was subject, was reached.

On October 8, 2015, the Company’'s Board of Directratified the voluntary conversion of
preferred shares into Oi common shares, approweeffactive conversion of the preferred shares
tendered for conversion on BM&FBOVESPA and BancoBuiasil, and accepted the conversion
requests filed by the holders of Preferred ADS® Toompany’s Board of Directors also approved
the summon of the Extraordinary Shareholders’ Megetb reflect the new share structure, as a
result of the Voluntary Conversion, in the CompanBylaws. Said Shareholders’ Meeting was
held on November 13, 2015.
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The auction to sell the shares resulting from #heerse split of share fractions as a result of the
Voluntary Conversion was held On December 10, 2@E5a result of the auction, 887 Company

common shares, representing all the shares regtitbm the reverse split of share fractions, were
sold. The net proceeds of the sale of the Shastding R$1,985.60, were deposited on December
21, 2015 on behalf of the share fraction holdergroportion to the number of shares held.

Company'’s capital increase through the payment by Farol of all PT Portugal shares

As disclosed in the Material Fact Notice issuedh®eyCompany on February 20, 2014 and pursuant
to the Definitive Agreements executed on Febru&y2D14, which described the steps necessary
to implement the Transaction, the Company’s BodrDicectors decided at the meetings held on
April 28 and 30, 2014, to increase capital by R313,865 through a primary public distribution of
Company common and preferred shares, with the @5R€l42,279,524 common shares for public
subscription, including 396,589,982 common shanethe form of American Depositary Shares
(“ADSs"), and 4,284,559,049 preferred shares, idiclg 828,881,795 preferred shares in the form
of ADSs.

On May 5, 2014, Banco BTG Pactual S.A., as Pubfferthg Stabilizing Underwriter, exercised,
under Article 24 of CVM Instruction 400, part ofettdistribution option for 120,265,046 Oi
common shares and 240,530,092 Oi preferred shé&@eer@llotment Shares”), amounting to
R$742,035. As a result, on said date the Compapiyatancreased to R$21,431,109.

The shares were issued at the price of R$2.17 gamon share and R$2.00 per preferred share.
The common shares in the form of ADSs (“ADSs ONiglerepresenting one common share) were
issued at the price of US$0.970 per ADS ON, ancptbéerred shares in the form of ADSs (“ADSs
PN”, each representing one preferred share) weutedsat the price of US$0.894 per ADS PN.

Finally, the issued shares were paid in (i) by Bhar assets, through the assignment to the
Company of all PT Portugal SGPS, S.A. (“PT Port))gsthares, which held all the (i.a) operating
assets of Pharol, except its direct or indireatriests in the Company and in Contax Participacdes
S.A., and (i.b) liabilities of Pharol at the assiggnt date, as determined in the Valuation Report
prepared by Banco Santander (Brasil) S.A. ("PT #&8ge approved at the Company's
Shareholders’ Meeting held on March 27, 2014; aindn( cash, on the subscription date, in local
legal tender. Accordingly, the Company’'s capitatrease totaled the gross amount of R$13.96
billion, including PT’s assets valued at R$5.7 liduil.

Corporate reorganization of the Oi Internet Group

On February 2, 2015, as part of the corporate asdtaeorganization process of the Oi’s direct or
indirect subsidiaries, initiated in 2012, Extraomatly Shareholders’ Meetings were held to decide
on the mergers of the BrT Servicos de Internet $BrTI") and Telemar Internet Ltda. (“Telemar
Internet”) with and into Oi Internet, and the lidation of the merged companies.

The combination of BrTl and Telemar Internet operst with Oi Internet, through the

consolidation of the activities carried out by thesompanies will generate considerable
administrative and economic benefits, through cas and the generation of synergy gains.
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Companies related to the continuing operations

Direct Indirect Direct Indirect

Company Business Home country 2015 2015 2014 2014
Qi Mével S.A. Mobile telephony — Region |1 Brazil 100% 100%
Brasil Telecom Comunicacédo Multimidia
Ltda. (“BrT Multimidia”) Data traffic Brazil 100% 100%
BrT Card Servigos Financeiros Ltda.
(“BrT Card”) Financial services Brazil 100% 10094
Brasil Telecom Call Center S.A. (“BrT
Call Center”) Call center and telemarketing servic¢ Brazil 100% 100%
BrT Servigos de Internet S.A. (“BrTI")
(i) Holding company Brazil 100%
Qi Internet S.A (“Oi Internet”) Internet Brazil 100% 100%
Oi Paraguay Multimedia
Comunicaciones SRL Data traffic Paraguay 100% 100%
Rio Alto Gestdo de Créditos e Receivables portfolio management ¢
Participagdes S.A. (“Rio Alto”) interests in other entities Brazil 50% 50%
Copart 5 Participagbes S.A. (“Copart 5”) Property investments Brazil 100% 100%
Telemar Norte Leste S.A. Fixed-line telephony giRe | Brazil 100% 100%
Paggo Empreendimentos S.A. Payment and credirsgst Brazil 100% 100%
Paggo Acquirer Gestdo de Meios de
Pagamentos Ltda. Payment and credit systems Brazil 100% 100%
Paggo Administradora de Crédito Ltda.
(“Paggo Administradora”) Payment and credit systems Brazil 100% 100%
Oi Servicos Financeiros S.A. (“Oi
Servigos Financeiros”) Financial services Brazil 99.87% 0.13% 99.87% 0.13%
Copart 4 Participagdes S.A. (“Copart 4”) Property investments Brazil 100% 100%
Telemar Internet Ltda. (“Telemar
Internet”) (i) Internet Brazil 100%
Dommo Empreendimentos Imobiliarios
S.A. Purchase and sale of real estate Brazil 100% 100%
SEREDE — Servigos de Rede S.A. Network services Brazil 0.01% | 99.99% | 0.01% | 99.99%
Pointer Networks S.A. (“Pointer”) Wi-Fi internet Brazil 100% 100%
VEX Venezuela C.A Wi-Fi internet Venezuela 100% 100%
VEX Wifi S.A. Wi-Fi internet Uruguay 100% 100%
VEX Ukraine LLC Wi-Fi internet Ukraine 40% 90%

United States a

VEX USA Inc. Wi-Fi internet America 100% 100%
Pointer Networks S.A. — SUC Argenting Wi-Fi intetn Argentina 100% 100%
VEX Wifi Canada Ltd. Wi-Fi internet Canada 100% 100%
VEX Colombia Ltda. Wi-Fi internet Colombia 100% 100%
VEX Paraguay S.A. Wi-Fi internet Paraguay 99.99% 99.99%
Pointer Peru S.A.C Wi-Fi internet Peru 100% 100%
Oi Brasil Holdings Cooperatief UA (“Oi
Holanda”) Payment and credit systems The Netherlands 100% 100%
Bryophyta SP Participagfes S.A. Property investments Brazil 100% 100%
Portugal Telecom Internacional Finance Raising funds in the internation
B.V (“PTIF") market The Netherlands 100% 100%
Carrigans Finance S.a.r.l. Investment management Luxembourg 100% 100%
CVTEL, BV Investment management The Netherlands 100% 100%

(i) These companies were merged with and into Oi |etam2015.
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Classified as held-for-sale assets

Direct Indirect Direct Indirect
Company Business Home country 2015 2015 2014 2014
Telephone directory publishing and
Directel - Listas Telefénicas operation of related databases, in
Internacionais, Lda. (“Directel”) international operations Portugal 75% 75%
Business consulting and management
services, preparation of projects and
economic studies, and investment
PT Investimentos S.A. (“PT I") management Portugal 100% 100%
PT Participagdes, SGPS, S.A. Management of equity investments | Portugal 100% 100%

Management of equity interests in
PT Ventures, SGPS, S.A. international investments Portugal 75% 75%
Provision of telecommunications,
multimedia and IT services, and

TPT - Telecomunicagdes Publicas de | Purchase and sale of related products

Timor, S.A. (“TPT") in Timor Portugal 76.14% 76%
Operation of fixed and mobile

CST — Companhia Santomense de telecommunication public services in

Telecomunicagdes, S.A. R.L. Séo Tomé and Principe S&o Tomé 38% 38%
Telephone directory publishing and

Directel Cabo Verde — Servicos de operation of related databases in Cape

Comunicagéo, Lda. Verde Cape Verde 45% 57%

Directel Uganda — Telephone

Directories, Limited Telephone directory publishing Uganda 75% 75%

Elta - Empresa de Listas Telefénicas d¢

Angola, Lda. Telephone directory publishing Angola 41% 41%

Production, publishing and distributioh
of telephone directories and other
Kenya Postel Directories, Ltd. publications Kenya 45% 45%
Management, publishing, operation
and sale of telecommunications

LTM - Listas Telefénicas de subscriber and classified ads

Mogambique, Lda. directories Mozambique 37.50% 38%

Mobile Telecommunications Limited Operation of mobile service Namibia 25.50% 26%

Africatel GmbH Investment management Germany 100% 100%

Africatel Holdings, BV Investment management The Netherlands 75% 75%
Telecommunications services

Timor Telecom, S.A. concessionaire in Timor Timor 44% 44%

The equity interests in joint arrangements andr@stis in associates are measured using the equity
method and are as follows:

Home Direct Indirect Direct Indirect

Company Business country 2015 2015 2014 2014
Companhia AlX de Participagbes
(“AIX™) Data traffic Brazil 50% 50%
Paggo Solugdes e Meios de Pagamentp
S.A. (“Paggo Solugdes”) Financial company Brazil 50% 50%
Hispamar Satélites S.A. (“Hispamar”) | Satellite operation Brazil 19.04% 19.04%
Gamecorp S.A. (“Gamecorp”) Pay service, except programmers Brazil 29.90% 29.90%

The Company announced on March 9, 2016 that itrétined PJT Partners as financial advisor to
assist Oi in assessing financial and strategicreltives to optimize its liquidity and debt profile

Oi's operating and business focus remains unchaageddOi is still committed to continuing to
make investments that ensure a continual improvewieits quality of service, which it believes
will allow it to continue to bring technological w@hces to its customers all over Brazil. Oi also
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continues to undertake efforts for the operatingraging and transformation of its business by
focusing on austerity, infrastructure optimizatipnpcess revision, and sales actions.

The Company’s financial statements for the yearednbDecember 31, 2015 have been prepared
assuming that the Company will continue as a goongern, based on its cash flow projections.

The projections used depend on factors such daratat of traffic volume targets, customer base,
launching of bundled products attractive to custemeervice sales prices, foreign exchange
fluctuation, and the maintenance of current termd aonditions of loans and available credit
facilities.

Should one of more of the assumptions consideradbaomet, this could be an indication of
material uncertainties that would generate doubttahe Company's ability to realize its assets
and discharge its obligations at their carrying ants.

2. SIGNIFICANT ACCOUNTING POLICIES

The accounting policies detailed below have beatsistently applied in all periods presented in
these Individual and Consolidated financial stateisieand have been consistently applied both by
the Company and its subsidiaries.

€) Reporting basis

The financial statements have been prepared ohistarical cost basis, except for certain financial
instruments measured at fair value, as describ#teiaccounting policies in (b) below.

The preparation of financial statements requiresuse of certain critical accounting estimates and
the exercise of judgment by the Company's managererthe application of the Group’s
accounting policies. Those areas that involve adriglegree of judgment or complexity or areas
where assumptions and estimates are significarttiscesed in note (c) below.

There were no changes in the accounting policieptad in the year ended December 31, 2015 as
compared to those applicable in the year endedrbleee31, 2014.

In order to improve the disclosures of the Finan8iatements, the Company made the following
changes in its financial statements: (i) breakda#frine item borrowings and financing in the
balance sheet into two line items: ‘Borrowings diméncing’ and ‘Debts to related parties’. In
order to ensure the comparability with current yahe corresponding 2014 figures have been
reclassified.
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Consolidated Financial Statements

The Company's consolidated financial statementsehbeen prepared in accordance with
International Financial Reporting Standards (IFR&s)issued by the International Accounting
Standards Board (IASB), and the accounting prastieelopted in Brazil, including the
pronouncements, guidelines and interpretationsetgsby the Accounting Pronouncements
Committee (CPC), approved by the Brazilian Seasgitind Exchange Commission (CVM).

BeginningJune 2, 2015, the remaining assets abilities of PT Portugal not sold to Altice (Note

1) have been fully consolidated by the Compangdah line item of the balance sheet, except for
the assets and liabilities of the operations iricafland Asia, which are consolidated and stated in
single line item of the balance sheet as assetksfbebale, based on management’s expectation and
decision of holding these assets and liabilitiestde.

Individual Financial Statements

The individual financial statements of the parestnpany have been prepared and are presented in
accordance with accounting practices adopted irziBraased on the provisions of the Brazilian
Corporate Law, pronouncements, guidelines andgreations issued by the CPC and approved by
the CVM.

The Company's management states that all the m#lewdormation reported in the financial
statements, and only this information, is beingldised and correspond to the information used by
the executive committee to manage the Company

(b) Significant accounting policies

Consolidation criteria of subsidiaries by the fullconsolidation method

The consolidated financial statements were preparegtcordance with IFRS 10/CPC 36 (R2)
Consolidated Financial Statements and incorportitesfinancial statements of the Company’s
direct and indirect subsidiaries. The main consti@h procedures are as follows:

- the balances of assets, liabilities, income an@ieses, according to their accounting nature, are
summed;

« intragroup balances and transactions are eliminpated

« investments and related interests in the equigubsidiaries are eliminated;

« non-controlling interests in equity and profit os$ for the year are separately stated; and
« exclusive investment funds (Note 8) are consolilate

As a result of the corporate events that occume@abo Verde Telecom in 2015, the Company
ceased to exercise all its rights provided for ty shareholders’ agreements, notably the right to
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elect the majority of the members of the Board wé€tors. For accounting purposes, the Company
believes that the criteria for the existence oftamrin Cabo Verde Telecom are no longer met and
therefore, this investment is now recognized dsantial instrument measured at fair value.

Functional and presentation currency

The Company and its subsidiaries operate primadytelecommunications operators in Brazil,
Africa, and Asia, and engage in activities typicdl this industry. The items included in the
financial statements of each group company are unedsising the currency of the main economic
environment of the respective company’s operati@fisictional currency”). The individual and

consolidated financial statements are presenteBrazilian reais (R$), which is the Company’s
functional and presentation currency.

To define its functional currency, management atersid the currency that influences:

- the sales prices of its goods and services;

- the costs of services and sales;

- the cash flows arising from receipts from custonaers payments to suppliers;
« interest, investments and financing.

Transactions and balances

Foreign currency-denominated transactions are lagrus into the functional currency using the
exchange rates prevailing on the transaction dateeign exchange gains and losses arising on the
settlement of the transaction and the translattdtheaexchange rates prevailing at yearend, related
foreign currency-denominated monetary assets atiilifies are recognized in the statement of
profit or loss, except when qualified as hedge aoting and, therefore, deferred in equity as cash
flow hedges and met investment hedges.

Group companies with a different functional curreng/

The profit or loss and the financial position of @roup entities, none of which uses a currency
from a hyperinflationary economy, whose functionatrency is different from the presentation
currency are translated into the presentation nayras follows:

» assets and liabilities are translating at the peg®ailing at the end of the reporting period;

» revenue and expenses disclosed in the statemegmbfif or loss are translated using the
average exchange rate;

» all the resulting foreign exchange differences r@@ognized as a separate component of
equity in other comprehensive income; and
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» goodwill and fair value adjustments, arising frone tacquisition of a foreign entity are
treated as assets and liabilities of the foreigityeand translated at the closing exchange
rate.

As at December 31, 2015 and 2014, the foreign nayreenominated assets and liabilities were
translated into Brazilian reais using mainly thikofeing foreign exchange rates:

Closing rate Average rate

Currency 2015 2014 2015 2014

Eurc 4.250¢4 3.227( 4.215¢ 3.252¢
US dollar 3.9048 2.6562 3.8711 2.6394
Cabo Verdean escudo 0.0390 0.0339 0.0298 0.0287
Sao Tomean dobra 0.000174 0.000154 0.000132 0.000131
Kenyan shillin 0.038: 0.033¢ 0.029: 0.026¢
Namibian dollar 0.2510 0.2606 0.2297 0.2169
Mozambican metic: 0.083: 0.083¢ 0.0767 0.074:

Segment information

The presentation of information relating to opergtsegments is consistent with the internal reports
provided to the chief operating decision makeref Company, the Board of Directors. The results
of segment operations are regularly reviewed ireotd make decisions about the allocation of
resources to assess operational performance asttditegic decision-making.

Business combinations

The Company uses the acquisition method to acdoufiiusiness combinations. The consideration
transferred for the acquisition of a subsidiarthis fair value of the assets transferred, theliiss
incurred, and the equity instruments issued. Thsideration transferred includes the fair value of
assets and liabilities resulting from a contingeansideration contract, where applicable. The
identifiable assets acquired and the liabilitiesl aontingent liabilities assumed in a business
combination are initially measured at their faues at the date of acquisition. The Company
depreciates amounts recognized based on the agijwacdf the acquired assets, according to the
useful lives of the underlying assets, and testh sigsets to determine any asset impairment losses
when there is evidence of impairment; The Compasistfor impairment of goodwill on an annual
basis.

Cash and cash equivalents

Comprise cash and imprest cash fund, banks, ardyhiguid short-term investments (usually
maturing within less than three months), immedjatanvertible into a known cash amount, and
subject to an immaterial risk of change in valudjol are stated at fair value at the end of the
reporting period and which do not exceed their mvialue, and whose classification is determined
as shown below.
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Cash investments

Cash investments are classified according to theipose as: (i) held for trading; (ii) held to
maturity; and (iii) available for sale.

Held-for-trading investments are measured at faiuer and their effects are recognized in profit or
loss. Held-to-maturity short-term investments amagsured at the cost of acquisition plus interest
earned, less allowance for impairment losses, wappdicable, and their effects are recognized in
profit or loss. Available-for-sale investments aremasured at fair value and their effects are
recognized in valuation adjustments to equity, wéeplicable.

Accounts receivable

Accounts receivable from telecommunications sesvigmvided are stated at the tariff or service
amount on the date they are provided and do nfgrdibm their fair values.

These receivables also include receivables frowicgesr provided and not billed by the end of the
reporting period and receivables related to han@&&t cards, and accessories. The allowance for
doubtful accounts estimate is recognized in an anoensidered sufficient to cover possible losses
on the realization of these receivables. The altmsafor doubtful accounts estimate is prepared
based on historic default rates.

Inventories

Inventories are segregated and classified as tesichielow:

. Maintenance material inventories classified in entrassets in accordance with the period in
which they will be used are stated at average oostexceeding replacement cost.

. Inventories for expansion of the telephone plamg elassified in property, plant and
equipment, and are stated at average cost.

. Inventories of merchandise , including handsets areksories for resale, are classified in
current assets and are stated at average costranzhsically represented by handsets and
accessories. Adjustments to net realizable vallenfisets and accessories are recognized to
the extent that costs exceeds the sales priceaiiment losses are recognized for obsolete
inventories.

Available-for-sale financial asset

Available-for-sale financial assets are non-deisafinancial assets that are designated as alailab
for sale or that are not classified as (a) loarkraneivables, (b) held-to-maturity investments(oyr
financial assets at fair value through profit asdoThe Company initially records available-foresal
financial assets at their fair value plus any dlyeattributable transaction costs. Subsequenttiain
recognition, they are measured at fair value arahgés therein, other than impairment losses and
foreign currency differences on translating avddebr-sale debt instruments, are recognized in
other comprehensive income and presented as peaduity. When an investment is derecognized,
the gains or losses accumulated in other comprefeimeome are transferred to profit or loss.
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Non-current assets held for sale and discontinuedperations

Non-current assets are classified as assets hefhl® when their carrying amount is recoverable,
principally through a sale, and when such saleighly probable. These assets are stated at the
lower of their carrying value and fair value lesssts to sell. Any impairment loss on a group of
assets held for sale is initially allocated to geitidand, then, to the remaining assets and liaedi

on a pro rata basis.

A discontinued operation is a component of an eriit a business unit that can be clearly
distinguished operationally from the rest of them@any. The classification of a discontinued
operation is made when the operation is sold ottsrtee criteria to be classified as held for sale.

Investments

Financial information on subsidiaries and joint twgas is recognized in the individual financial
statements of the Company by the equity methodeiOtivestments are carried at cost, less an
allowance for write-down to realizable value, aplaable.

The financial statements of the subsidiaries allg ftonsolidated in the Consolidated Financial

Statements from the date control commences inatilate that control ceases. The investments in
joint ventures are recognized in the Consolidatedhricial Statements by the equity method of
accounting.

The accounting policies of the subsidiaries andtjeentures are aligned with the policies adopted
by the Company.

Property, plant and equipment

Property, plant and equipment is stated at cospurEhase or construction, less accumulated
depreciation. Historical costs include expensesctly attributable to the acquisition of assetseyrh
also include certain costs for facilities, whersiprobable that the future economic benefits eelat
to such costs will flow to the Company, and assstentlement, removal and restoration costs.
The borrowings and financing costs directly attttle to the purchase, construction or production
of a qualifying asset are capitalized in the ihitiast of such asset. Qualifying assets are thuese t
necessarily require a significant time to be refadyse.

Subsequent costs are added to the carrying amsuaptpmopriate, when, and only when, these assets
generate future economic benefits and can be hellmbasured. The residual balance of the replaced
asset is derecognized. Maintenance and repair agstecorded in profit or loss as incurred, amy th
are capitalized when, and only when, they cleaglyr@sent an increase in installed capacity or the
useful lives of assets.

Assets under finance leases are recorded in pyogdaint and equipment at the lower of fair value
or the present value of the minimum lease payméts, the initial date of the agreement.
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Depreciation is calculated on a straight-line hasésed on the estimated useful lives of the gssets
The useful lives are reviewed annually by the Camyp

Intangible assets

Acquired intangible assets with finite useful livase recognized at cost, less amortization and
accumulated impairment losses. Amortization is gatxed on a straight-line basis over the assest’s
estimated useful life. The estimated useful lifel amthod of amortization are reviewed at the end
of each annual reporting period, and the effecargf changes in estimates is accounted for on a
prospective basis. Intangible assets with indefingeful lives are carried at cost less accumulated
impairment losses.

Software licenses purchased are capitalized baséteacosts incurred to purchase the software and
make it ready for use.

Software maintenance costs are expensed as incudredelopment costs that are directly
attributable to the project and the tests of idiaitie and exclusive software, controlled by the
Company, are recognized as intangible assets viieeiofowing criteria are met:

Completing the software so that it will be avaiéafor use is technically feasible.
* Management has the intention to complete the softaad use or sell it.
» It can be demonstrated that the software will gategprobable future economic benefits.

» There are adequate technical, financial and otlemources available to complete the
development and to use or sell the software.

» The expenditure attributable to the software duiisglevelopment can be reliably measured.

Directly attributable costs that are capitalized past of software include the imployee costs
allocated to software development and an adequatdiop of applicable direct overhead
expenditure. Costs also include borrowings costsried during the software development period.

Other development expenditures that do not meesethmiteria are expensed as incurred.
Previously recognized development costs previoastynot recognized as assets in a subsequent
period.

Impairment of long-lived assets

Assets are tested for impairment annually or whenevents or changes in circumstances indicate
that the carrying amount of an asset or group ftagmight be impaired. Long-lived assets may be
identified as assets that have indefinite usefuédi and assets subject to depreciation and
amortization (property, plant and equipment andrigible assets). Impairment losses, if any, are
recognized to the extent that the carrying amountiro asset exceeds its recoverable value.
Recoverable value is the higher of fair value lesst to sell and the value in use. For impairment
test, assets are grouped into the smallest idailéfigroup for which there are cash-generatingunit
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(CGUs), and projections are made based on discdwateh flows, supported by expectations on
the Company's operations.

The CGUs are identifiable business units of the @amy with cash generating ability.

Net Present Value (NPV) projections for the CGUs prepared taking into consideration the
following assumptions:

. entity-specific inputs: evidence of obsolescence damage, discontinuation plans,
performance reports, etc.;

. external sources of inputs: market prices of theetss technological environment, market
environment, economic environment, regulatory emvinent, legal environment, interest
rates, return rates on investments, market val@oafipany shares, etc.

In regard to the assets with finite and indefiniseful lives, the recoverable amounts of the CGUs
have been determined based on projections of vialugse, and these projections support the
recovery of such assets.

Discount to present value

The Company values its financial assets and firdifiebilities to identify instances of applicalbyi
of the discount to present value. Leased assetismeunted to present value.

Generally, when applicable, the discount rate usethe average return rate on investments for
financial assets or interest charged on Compansotangs for financial liabilities. The balancing
item is the asset or liability that has originathd financial instrument, when applicable, and the
deemed borrowing costs are allocated to the Conmp@ngfits over the transaction term.

The Company believes that, except for unrecogniegdnue from the assignment of fixed towers,
none of the assets and liabilities as at DecemhbeP@15 and 2014 is subject to the discount to
present value, in view of the following factors: tfieir nature; (ii) short-term realization of cént
balances and transactions; (iii) absence of mopetssets and monetary liabilities with implicit or
explicit embedded interest. Financial instrumeneasured at the amortized costs are adjusted for
inflation using relevant contractual indices.
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Impairment of financial assets

The Company assesses at the yearend whether shagctive evidence that a financial asset or a
group of financial assets is impaired. A finan@aket or group of financial assets is considered
impaired when there is objective evidence, as altre§ one or more events that occurred after the
initial recognition of the asset, and that lossngéVvead an impact on the estimated future cash flows
of that asset that can be estimated reliably.

In the case of equity investments classified adlabla for sale, a significant or prolonged decline
in their fair value below cost is also objectivedance of impairment.

Borrowings and financing

Borrowings and financing are stated at amortizesd, qdus inflation adjustment or foreign exchange
differences and interest incurred through the dritlereporting period.

Transaction costs incurred are measured at amdriibst and recognized in liabilities, as a
reduction to the balance of borrowings and finagcand are expensed over the relevant agreement
term.

Derivative financial instruments

Derivative financial instruments are contractedrtitigate exposure to market risks arising from
changes in exchange rates on foreign currency-dexabed debts and short-term investments held
abroad, and also from changes in the floating raitegbt.

Derivatives are initially recognized at cost at theeption of the derivative contract and are
subsequently measured at fair value. Changes irfaihevalue of any of these derivatives are
recorded directly in the statement of profit orslos

Financial liabilities and equity instruments

Debt or equity instruments issued by the Compand/ i subsidiaries are classified as financial
liabilities or equity instruments, according to ttentractual substance of the transaction.

The Company uses hedge accounting for derivatisteiments. The purpose of this practice is to
reduce the volatility of the gains or losses redogph due to changes in the fair values of these
derivative financial instruments. Derivative fingaldnstruments that qualify for hedge accounting
are submitted to periodic prospective and retrabgeeffectiveness tests using the dollar offset
method.

Derivative instruments contracted and designatetiealging instruments are formally identified

through initial designation documentation prepdredccordance with the requirements of CPC 38
(IAS 39). Derivative financial instruments classified as cdislws hedges were designated for

hedge accounting.

The effective portion, as defined in CPC 38 (IAS, 38 recognized is an equity line item called
‘Other Comprehensive Income’, net of taxes, andeidassified to financial income (expenses)
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using the effective rate. The ineffective portiomasured after the quarterly effectiveness tests, i
recognized in financial income (expenses) in teesperiod it occurs.

Changes in the fair values of derivative finanaiatruments that are not designated for purposes of
hedge accounting are reconized as financial incomexpenses in profit or loss in the period they
occur.

The hedge relationship expires and the designaioemoved when:

()  The derivative contract is exercised, terminatedettled, or if the Company or its subsidiary
TMAR voluntarily removes the designation, pursutinthe criteria set out in CPC 38 (IAS
39). If the hedged item continues to exist, theahe¢s accumulated in other comprehensive
income related to the changes in the fair valu¢ghefderivative are transferred to profit or
loss for the year in which the hedged interest rgpe and foreign exchange fluctuations are
allocated.

(i)  The debt was either prepaid or extinct. In thisecate balance accumulated in other
comprehensive income is immediately transferrefthencial income or expenses in profit or
loss for the year their designation is terminated.

The required information on derivative instrumegutsl the effects recognized by the Company and
its subsidiary TMAR for the year ended December2B1,5 are described in Note 3.

Provisions

The amount recognized as provision is the bestnasti of the disbursement required to settle the
present obligation at the end of the reportingqakrbased on the opinion of the management and
its in-house and outside legal counsel, and theuatscare recognized based on the cost of the
expected outcome of ongoing lawsuits.

The increase in the obligation as a result of #espge of time is recognized as financial expenses.

Employee benefits

. Pension plans: private pension plans and otherrgimsiment benefits sponsored by the
Company and its subsidiaries for the benefit ofirttmmployees are managed by two
foundations. Contributions are determined basedanarial calculations, when applicable,
and charged to profit or loss on an accrual basis.

The Company and its subsidiaries have defined biearaf defined contribution plans.
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In the defined contribution plan, the sponsor mdkesd contributions to a fund managed by
a separate entity. The contributions are recogrizedmployee benefit expenses as incurred.
The sponsor does not have the legal or construativigation of making additional
contributions, in the event the fund lacks suffitiassets to pay all employees the benefits
related to the services provided in the current gea prior years.

The obligation for defined benefit plans is calteth annually by independent actuaries,
using the projected unit credit method. The presehte of the defined benefit is determined

by discounting the estimated future cash outflavsing the projected inflation rate plus long-

term interest. The obligation recognized in theabaé sheet regarding the defined benefit
pension plans, corresponds to the amount by whielptesent value of the benefits defined at
the balance sheet date, less exceeds fair valhe glan’s assets.

The actuarial gains and losses resulting from tienges in the actuarial valuations of the
pension plans, whose actuarial obligations or aigtuassets are recorded by the Company,
are fully recognized in other comprehensive incomeguity (Note 24).

The asset recognized in balance sheet corresporille present value of available economic
benefits, consisting of refunds or reductions ituife contributions to the plan.

. Employee profit sharing: the accrual includes fompyee profit sharing plan is accounted
for on an accrual basis and involves all eligibigptoyees, in proportion to the period of time
worked in the year, pursuant to the Plan’s rulds®e @mount, which is paid by April of the
year subsequent to the year profit sharing is &cris determined based on the target
program established with the employees’ unions,eural specific collective bargaining
agreement, and cost is recognized annually in pesd@xpenses.

Revenue recognition

Revenues correspond basically to the amount opdlyenents received or receivable from sales of
services in the regular course of the Company'staraibsidiaries’ activities.

Revenue is recognized when it can be reliably nredslit is probable that future economic
benefits will be transferred to the Company, ttesaction costs incurred can be measured, the
risks and rewards have been substantially traresfelo the buyer, and certain specific criteria of
each of the Company's activities have been met.

Service revenue is recognized when services areidam. Local and long distance calls are

charged based on time measurement according ttedi@ation in effect. The services charged

based on monthly fixed amounts are calculated &esdrded on a straight-line basis. Prepaid

services are recognized as unearned revenues @mghized in revenue as services are used by
customers.
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Revenue from sales of handsets and accessoriesagnized when these items are delivered and
accepted by the customers. Discounts on servieesded and sales of cell phones and accessories
are taken into consideration in the recognitiontioé related revenue. Revenues involving
transactions with multiple elements are identifiedelation to each one of their components and
the recognition criteria are applied on an indidbbasis. Revenue is not recognized when there is
significant uncertainty as to its realization.

Expense recognition

Expenses are recognized on an accrual basis, eoimgidheir relation with revenue realization.
Prepaid expenses attributable to future yearsefegréd over the related periods.

Financial income and expenses

Financial income is recognized on an accrual basé comprises interest on receivables settled
after the due date, gains on short-term investmamdsgains on derivative instruments. Financial
expenses represent interest effectively incurred ather charges on borrowings, financing,

derivative contracts, and other financial trangandi

Current and deferred income tax and social contribtion

Income tax and social contribution are recorde@mmaccrual basis. Taxes attributed to temporary
differences and tax loss carryforwards are recomledgsets or liabilities, as applicable, only unde
the assumption of future realization or paymente TWompany prepares technical studies that
consider the future generation of taxable inconaseld on management expectations, considering
the continuity of the companies as going concerhs. Company writes down the carrying amount
of deferred tax assets to the extent it is no lomgebable that sufficient taxable income will be
available to allow the utilization of all or paftthe deferred tax assets.

Any write-down of deferred tax assets is reversdwbmwit is probable that sufficient taxable
income will be available. The technical studies apelated annually, approved by the Board of
Directors and reviewed by the Supervisory Boardi #ire tax credits are adjusted based on the
results of these reviews. Deferred tax assets mmilities are measured using the tax rates
applicable for the period in which the liability éxpected to be settled or the asset is expected to
be realized, based on the tax rates set forthdrtak law prevailing at the end of each reporting
period, or when new legislation has been substhnéaacted. The measurement of deferred tax
assets and liabilities reflects the tax consequetiw would follow from the manner in which the
Company expects, at the end of each reporting ghet@orecover or settle the carrying amount of
these assets and liabilities.
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Government grants and government assistance

Government grants are initially recognized as deterrevenue at fair value when there is
reasonable assurance that they will be received thatd the Company will comply with the
conditions attaching to them. Government grantsived as compensation for Company’s
expenses incurred are recognized as income ontensytic basis in the same periods when such
expenses are recognized, and grants received apeosation for the cost of an asset are
recognized as income on a systematic basis overstfel life of the asset.

Earnings per share

Basic earnings per share are calculated basedofihqrloss for the year attributable to the oveer
of the Company, divided by the weighted average bemof common and preferred shares
outstanding in the year. Diluted earnings per slaee calculated using said weighted average
number of outstanding shares adjusted by potentiilitive instruments convertible into shares in
the reporting years, pursuant to CPC 41 and IAS 33.

Statements of value added

The Company prepared the individual and consolitiatatements of value added (“DVA”) as

required by CPC 09 Statements of Value Added, wihieh presented as an integral part of the
financial statements in accordance with the acdogniractices adopted in Brazil applicable to
publicly-traded companies. Under the IFRS thedersients represent additional disclosures.

Statement of cash flows

The statement of cash flows is prepared in accaelaith CPC03 (R2)/IAS 7, using the indirect
method. The Company classifies in line item ‘Casll aash equivalents’ balances immediately
convertible into cash and highly-liquid investmeitsually with maturities of less than three
months) subject to an immaterial risk of changeatue.

Cash flows are classified, depending of their rgtas: (i) operating activities; (ii) investing
activities; and (iii) financing activities. Cashofls arising from operating activities basically
comprise trade receivables, trade payables, pess@xpenses, financial charges, and losses on
lawsuits. Cash flows arising from investing actest principally comprise the acquisition and
disposal of investments, judicial deposits and eridfwals, and cash payments and cash receipts
from the purchase and sale of capital assets. fiagh arising from financing activities basically
include cash payments and cash proceeds relatibgrtowings and financing, derivative financial
instruments, and payments of dividends and interesgapital.
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(© Estimates and critical accounting judgments

In preparing the financial statements, the Commanyanagement uses estimates and assumptions
based on historical experience and other factorduding expected future events, which are
considered reasonable and relevant. The use chaiss and assumptions frequently requires
judgments related to matters that are uncertaih keispect to the outcomes of transactions and the
amount of assets and liabilities. Actual resultopérations and the financial position may differ
from these estimates. The estimates that repras&ghificant risk of causing material adjustments
to the carrying amounts of assets and liabilitresas follows:

Revenue recognition and accounts receivables

The Company’s revenue recognition policy is siguifit as it is a material component of operating
results. Management’s pricing, collection abilignd the rights to receive certain network usage
revenue are based on judgment related to the naftahe tariff collected for the services provided,
the price of certain products, and the right tdemtlthis revenue. If changes in conditions cause
management to conclude that such criteria are mtimcertain operations, the amount of trade
receivables might be affected. In addition, the @any depends on guidelines to measure certain
revenue set by ANATEL (Brazilian telecommunicatiomgustry regulator).

Allowance for doubtful accounts

The allowance for doubtful accounts is set up tmgeaize probable losses on accounts receivable
taking into account the measures implemented tagethe provision of services to and collect late
payments from customers.

There are cases of agreements with certain cussotoecollect past-due receivables, including
agreements that allow customers to settle theitsdéb installments. The actual amounts not
received may be different from the allowance re@eph and additional accruals might be
required.

Depreciation and amortization of assets with finitauseful lives

Property, plant and equipment items and intangiisleets with finite useful lives are depreciated
and amortized, respectively, on a straight-linddyasser the useful lives of the related asset. The
depreciation and amortization rates of the mostiignt assets are shown in Notes 14 and 15,
respectively.

The useful lives of certain assets may vary as #reyused in the fixed-line or mobile telephony
segments. The Company reviews the useful livessdta annually.

Impairment of long-lived assets
The Company tests property, plant and equipmemisitend intangible assets for impairment either

in light of decisions to discontinue activities wheuch assets are used or when there is evidence
that the future operating revenue will not be sigfit to assure their realization.
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Assets with finite useful lives are tested for innpeent whenever events or changes in
circumstances indicate that the asset might beireghaThe Company tests assets with indefinite
useful lives (goodwill) for impairment annually atcordance with the accounting policy described
in Note 2 (b).

The recoverable amounts of assets are determinedrbparing the calculations of their value in
use and their sales prices. These calculationdresthe use of judgments and assumptions. The
determination of fair values and discounted futoperating cash flows requires that the Company
makes certain assumptions and estimates with resp@cojected cash inflows and cash outflows
related to future revenue, costs and expenseseTdssimptions and estimates may be influenced
by different external and internal factors, suclee@nomic trends, industry trends and interessrate
changes in business strategies, and changes itypkeof services and products sold by the
Company to the market. The use of different assiamgtmay significantly change our financial
statements.

Provisions

The Company recognizes provisions for losses omwrjatax and civil lawsuits, as well as
administrative proceedings, as presented in NoteT2fe recognition of a provision for contingent
liabilities is based on the assessment of the oiskoss for each proceeding, which includes
assessing available evidence, recent decisionstatigtical assumptions, and reflects a reasonable
estimate as assessed by management, General Cantseltside legal counsel. It is possible that
the assumptions used to estimate the provisioncéottingent liabilities change, which can,
therefore, result in changes in future provisiarscbntingent liabilities.

Fair value of derivative financial instruments andother financial instruments

Derivative financial instruments are recognizedadt value based on future cash flow estimates
associated to the respective instrument. The fiahrassets available for sale related to the
investment in Unitel and Cabo Verde Telecom wereasueed at fair value according to the
operating assets that were used to value PT'satapirease, and were updated taking into account
the possible impacts of the events that occurriedeck to the investment, namely the lawsuits filed
against Unitel and its shareholders in 2015 (N&g 2he estimates presented may not necessarily
be indicative of the amounts that could be obtaimethe current market. The use of different
assumptions to measure the fair value could havatarial effect on the amounts obtained and not
necessarily be indicative of the cash amounts tetCompany would receive or to settle such
transactions.

Deferred income tax and social contribution

The Company recognizes and settles taxes on inbased on the results of operations determined
in accordance with the Brazilian corporate law,ngknto consideration the provisions of the tax

law, which are materially different from the amaurtalculated for CPC and IFRS purposes.
Pursuant to CPC 32 (IAS 12), the Company recogrdedsrred tax assets and liabilities based on
the differences between the carrying amounts amtbtkable bases of the assets and liabilities.

The Company regularly tests deferred tax assetgrfpairment and recognizes an allowance for
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impairment losses when it is probable that thesetagnay not be realized, based on the history of
taxable income, the projection of future taxableoime, and the time estimated for the reversal of
existing temporary differences. These calculaticeuire the use of estimates and assumptions.
The use of different estimates and assumptionsda®dgult in the recognition of an allowance for
impairment losses for the entire or a significamttion of the deferred tax assets.

Employee benefits

The actuarial valuation is based on assumptionsestichates related to interest rates, return on
investments, inflation rates for future periods, riality indices, and an employment level
projection related to the pension fund benefitilisds. The accuracy of these assumptions and
estimates will determine the creation of sufficieeserves for the costs of accumulated pensions
and healthcare plans, and the amount to be digbarsmially on pension benefits.

These assumptions and estimates are subject tficghfluctuations due to different internal and
external factors, such as economic trends, sauititators, and our capacity to create new jobs and
retain our employees. All assumptions are revieaethe end of the reporting period. If these
assumptions and estimates are not accurate, trgrédethe need to revise the reserves for pension
benefits, which could significantly impact Compaesgults.

(d) New and revised standards and interpretations

The following new and revised standards and inggpions could be relevant for the Company and
will become effective for annual periods beginnimgy and after January 1, 2016 and were not
adopted in the preparation of these financial statdés. Those that could be relevant for the
Company and its subsidiaries are referred to belldve Company does not plan to early adopt
these standards.

IFRS 9 Financial Instrumentgeplaces the guidance existing in IAS BBancial Instruments:
Recognition and MeasuremeniFRS 9 includes revised guidance in the clasdifim and
measurement of financial instruments, including ew nexpected credit loss model for the
calculation to calculate the impairment loss omfiicial assets and the new requirements on hedge
accounting. The standard maintains the existingange on the recognition and derecognition of
financial instruments of IAS 39. This standardffedive for years beginning on or after January 1,
2018, with early adoption permitted. The Compangdsessing the impact of IFRS 9 on its set of
financial statements.
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IFRS 15Revenue from Contracts with Customemsquires that an entity recognize revenue to
reflect the consideration it expects to receivednhange for the control of goods or services. This
standard supersedes most of the detailed guidamaevenue recognition. The new standard is
effective for annual periods beginning on or aftenuary 1, 2018, with early adoption permitted.

Entities can elect to adopt this standard retrasgdy or use a modified transition approach, which

requires entities to apply the new revenue standalgto contracts not completed by the first-time

adoption date. The Company is assessing the impatERS 15 on its set of financial statements.

IFRS 16Leases Supersedes IAS 17 and the interpretations thexadfsets the principles for the
recognition, measurement, presentation, and dis@ogf leases. The new standard eliminates the
classification into financial leases and operatigges, required by IAS 17, and requires a single
model under which all leases result in the recagmiof assets related to the rights to use thesbbas
assets and the recognition the related financailities. This standard is effective for years
beginning on or after January 1, 2019. The Comjmagsessing the impact of IFRS 16 on its set of
financial statements.

Because of the CPC’s and the CVM’'s commitment tepkéhe set of standards issued updated
according to the changes made by the IASB, we éxpet all new pronouncements and revised
pronouncements will be issued by the CPC and apgdrdpy the CVM by the date they become
effective.
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3. FINANCIAL INSTRUMENTS AND RISK ANALYSIS

3.1. Overview

The table below summarizes our financial assets fawaacial liabilities carried at fair value at

December 31, 2015 and 2014.

COMPANY | CONSOLIDATED
Accounting 2015
measurement Carrying Carrying
amount Fair value amount Fair value

Assets
Cash and banks Fair value 177,573 177,573 1,111,840 1,111,840
Cash equivalents Fair value 1,341,011 1,341,011 13,786,223 13,786,223
Cash investments Fair value 38,733 38,733| 1,927,686 1,927,686
Derivative financial instruments Fair value 5,33 5,393,673 7,386,703 7,386,703
Due from related parties Amortized cost 3,353,617 3,353,617
Accounts receivable (i) Amortized cos 2,428,751 2,428,751 8,379,719 8,379,719
Dividends and interest on capital receivable Anzedicost 891,27 891,270,
Held-for-sale assets

Held-for-sale financial asset Fair value 3,541,314 3,541,314 3,541,314 3,541,314

Dividends receivable Amortized cost 2,042,191 2,042,197 2,042,191 2,042,191
Liabilities
Trade payables (i) Amortized cos| 1,388,520 1,388,520 5,004,833 5,004,833
Borrowings and financing

Borrowings and financing (ii) Amortized cost 4,936,551 4,936,551 17,049,280 17,049,28(

Due to related parties Amortized cost 13,835 13,063,594

Debentures Amortized cos 4,088,002 4,078,516 4,138,025 4,128,539

Senior notes Amortized cos 11,163,801 6,468,489 38,670,111 22,159,838
Derivative financial instruments Fair value 2,838 2,411,838 2,510,343 2,510,343
Dividends and interest on capital Amortized cogt ,668 65,663 96,433 96,433
Licenses and concessions payable (iii) Amortizest cp 918,537 918,537
Tax refinancing program (iii) Amortized cos 47%65 479,655 795,088 795,088
Other payables (payable for the acquisition of Bqui
interest) (iii) Amortized cost 382,23p 382,230 382,230 382,230
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COMPANY CONSOLIDATED
Accounting 2014
measurement Carrying Carrying
amount Fair value amount Fair value

Assets
Cash and banks Fair value 110,239 110,239 532,285 532,285
Cash equivalents Fair value 243,845 243,845 1,916,921 1,916,921
Cash investments Fair value 42,902 42,902 282,700 282,700
Derivative financial instruments Fair value 2,268) 2,255,460 3,221,481 3,221,481
Due from related parties Amortized cost 3,151,856 3,151,856
Accounts receivable (i) Amortized cos 1,978,558 1,978,558 7,455,687 7,455,687
Dividends and interest on capital receivable Arnzedicost 854,231 854,231
Held-for-sale assets Fair value

Held-for-sale financial asset Fair value 4,284,416 4,284,416 4,284,416 4,284,414

Dividends receivable Amortized cost 1,261,826 1,261,826 1,261,826 1,261,826
Liabilities
Trade payables (i) Amortized cos 1,397,610 1,397,610 4,331,286 4,331,286
Borrowings and financing

Borrowings and financing (ii) Amortized cost ,908,573) 2,908,573 15,335,155 15,335,155

Debentures Amortized cos 7,729,865 7,466,856 7,776,876 7,513,867

Senior notes Amortized cos 8,750,141 8,493,464 12,737,364 12,199,092

Due to related parties Amortized cost 5,252,8 5,275,574
Derivative financial instruments Fair value 57883 571,836 666,922, 666,922,
Dividends and interest on capital Amortized cost 1,487 181,477 185,138 185,138
Licenses and concessions payable (iii) Amortizest c 40,052 40,052| 1,361,940 1,361,940
Tax refinancing program (iii) Amortized cos 519791 519,917 990,230, 990,230,
Other payables (payable for the acquisition of Bqui
interest) (iii) Amortized cost 408,978 408,978, 408,978| 408,978|

() The balances of accounts receivables and tradélesyhave near terms and, therefore, they
are not adjusted to fair value.

(i) Part of this balance of borrowings and financinghvthe BNDES, export credit agencies, and
other related parties correspond to exclusive ntarkad, therefore, the fair values of these
instruments is similar to their carrying amounts.pArtion of the balance of borrowings and
financing refers to the bonds issued in the intéonal market, for which is there is a secondary
market, and their fair values are different froraitttarrying amounts.

(i) The licenses and concessions payable, the taxangfimy program, and other obligations
(payable for the acquisition of equity interest® aepresented by the amounts that are expected
payables to be settled and, therefore, they aradjasted to fair value.

Fair value of financial instruments

The Company and its subsidiaries have measured fthancial assets and financial liabilities at
their market or actual realizable values (fair elusing available market inputs and valuation
techniques appropriate for each situation. Therpinégation of market inputs for the selection of
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such techniques requires considerable judgmentrenpreparation of estimates to obtain an amount
considered appropriate for each situation. Accaiginthe estimates presented may not necessarily
be indicative of the amounts that could be obtaimedn active market. The use of different
assumptions for the calculation of the fair valuaynhave a material impact on the amounts
obtained.

(@) Derivative financial instruments

The method used for calculating the fair valueerfvhtive financial instruments was the future cash
flows associated to each instrument contractedodiged at market rates prevailing at December
31, 2015.

(b) Non-derivative financial instruments measured at fa value

The fair value of securities traded in active m&ske equivalent to the amount of the last closing
guotation available at the end of the reportingiquermultiplied by the number of outstanding
securities.

For the remaining contracts, the Company carriésanwanalysis comparing the current contractual
terms and conditions with the terms and conditieffective for the contract when they were

originated. When terms and conditions are dissinidr value is calculated by discounting future

cash flows at the market rates prevailing at the @nthe period, and when similar, fair value is

similar to the carrying amount on the reportingedat

(©) Fair value measurement hierarchy

CPC 46/IFRS 13 defines fair value as the priceMoich an asset could be exchanged, or a liability
settled, between knowledgeable, willing partiesaimarm’s length transaction on measurement
date. The standard clarifies that the fair valuestmhe based on the assumptions that market
participants would consider in pricing an assetaoliability, and establishes a hierarchy that

prioritizes the information used to build such asptions. The fair value measurement hierarchy
attaches more importance to available market infiles observable data) and a less weight to
inputs based on data without transparency (i.eobservable data). Additionally, the standard

requires that an entity consider all nonperformaigleaspects, including the entity’s credit, when

measuring the fair value of a liability.

CPC 40/IFRS 7 establishes a three-level hierarchyneasure and disclose fair value. The
classification of an instrument in the fair valueasurement hierarchy is based on the lowest level
of input significant for its measurement. We présbelow a description of the three-level
hierarchy:

Level 1—inputs consist of prices quoted (unadjustedactive markets for identical assets or
liabilities to which the entity has access on measent date;

Level 2—inputs are different from prices quotedautive markets used in Level 1 and consist of
directly or indirectly observable inputs for thesessor liability. Level 2 inputs include quotedqas
for similar assets or liabilities in active markegsioted prices for identical assets or liabilities
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markets that are not active; or inputs that aredadble for the asset or liability or that can sapp
the observed market inputs by correlation or otieaviior substantially the entire asset or liahility

Level 3—inputs used to measure an asset or lialzlié not based on observable market variables.
These inputs represent management’'s best estiraattsare generally measured using pricing
models, discounted cash flows, or similar methogiel® that require significant judgment or
estimate.

There were no transfers between levels betweenmbeme31, 2015 and December 31, 2014.

COMPANY CONSOLIDATED
Fair value
measurement | Fair value | Fair value | Fairvalue | Fair value
hierarchy
2015 2014 2015 2014
Assets
Cash and banks Level 1 177,973 110,239 1,111,840 532,285
Cash equivalen Level Z 1,241,C11 243,645| 13,786,223 1,616,621
Cash investmen Level Z 38,733 42,02 1,627,€8€ 282,70C
Derivative financial instruments Level 2 5,393,6732,255,46( 7,386,703 3,221,481
Held-for-sale assets Level 3 3,541,3144,284,41§ 3,541,314 4,284,416
Liabilities
Derivative financial instruments Level 2 2,411,838 571,836 2,510,343 666,922

3.2.  Measurement of financial assets and financial lialities at amortized cost

We concluded that the discount to present valdaahcial assets and financial liabilities undez th
amortized cost method does not apply, based orvdhgtion made for this purpose, for the
following main reasons:

e Accounts receivables: near-term maturity of bills.

» Trade payables, dividends and interests on capiliabbligations are due to be settled in the
short term.

» Borrowings and financing and due from and to relqiarties: all transactions are adjusted for
inflation based on contractual indices.

» Licenses and concessions payable, tax refinancogygm and other payables (payable for the

acquisition of equity interests): all payables adgusted for inflation based on the contractual
indices.
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3.3.  Financial risk management

The Company's and its subsidiaries’ activities esgpdhem to several financial risks, such as:
market risk (including currency fluctuation risktérest rate risk on fair value, interest rate dsk
cash flows, and price risk), credit risk, and ldjty risk. The Company and its subsidiaries use
derivative financial instruments to mitigate cantakposures to these risks.

Risk management is carried out by the Companyastmy officer, in accordance with the policies
approved by management.

The Hedging and Cash Investments Policies, apprtwyethe Board of Directors, document the
management of exposures to market risk factorsrgtate by the financial transactions of the Oi
Group companies.

Under Company policies, market risks are identifieded on the features of financial transactions
contracted and to be contracted during the yearer@kescenarios are then simulated for each of the
risk factors using statistical models, used assb@simeasure the impacts the on Group’s financial
income (expenses). Based on this analysis, theuixedCommittee annually agrees with the Board

of Directors a guideline to be followed in eactleficial year.

To ensure a proper risk management, the Companyceatmact hedging instruments, including
derivative transactions such as swaps and currémeyards. The contract of such instruments
depends of, among other factors, available fundisinvthe credit limit set by banks. The Company
and its subsidiaries do not use derivative findringruments for other purposes.

According to their nature, financial instrumentsymavolve known or unknown risks, and it is
important to assess to the best judgment the patefthese risks.

3.4.1. Market risk

€) Foreign exchange risk

Financial assets

Foreign currency-denominated cash equivalents ast mvestments are basically maintained in
securities issued by financial institutions abraadilar to Bank Certificates of Deposit (CDBS)
traded in Brazil (time deposits), and euro-denomeithietime deposits and United States dollars
(“dollar” or “dollars™).

The risk associated to these assets arises frompdbsible exchange rate fluctuations that may
reduce the balance of these assets when transtdtedBrazilian reais. The Company's and its

subsidiaries’ assets subject to this risk repreapptoximately 73.22% (11.41% at December 31,
2014) of our total cash and cash equivalents asll icevestments.
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Net investment in foreign subsidiaries

The risks related to the Company’'s investments areifjn currency arise mainly from the
investments in the subsidiaries in Africa. The Campdoes not have any contracted instrument to
hedge against the risk associated to the net imezds in foreign companies.

Foreign exchange risk sensitivity analysis

Management estimated the impact of a potentialeégion of the euro and the US dollar by 25%
and 50%, using as benchmark for the possible andteescenarios, respectively, as follows:

Rate
Description 201t Depreciation
Probable scenari
US dollar 3.9048 0%
Euro 4.2504 0%
Possible scenario
US dollal 2.€28¢€ 25%
Euro 3.1878 25%
Remote scenario
US dollar 1.9524 50%
Euro 2.1252 50%
CONSOLIDATED
2015
Probable Possible Remote
Description Individual risk scenario scenario scenario
US dollar cash Dollar 642,418 481,814 321,209
Euro cash Euro 12,438,363 9,328,772 6,219,182
Total pegged to exchange ratt 13,080,781 9,810,586 6,540,391

Financial liabilities

The Company and its subsidiaries have foreign nagrelenominated or foreign currency-indexed
borrowings and financing. The risk associated wlithse liabilities is related to the possibility of
fluctuations in foreign exchange rates that couldréase the balance of such liabilities. The
Company's and subsidiaries’ borrowings and finag@&rposed to this risk represent approximately
78.5% (41.7% at December 31, 2014) of total liibdi from borrowings and financing, less the
contracted currency hedging transactions. In otdeminimize this type of risk, we enter into
foreign exchange hedges with financial institutiol®f the consolidated foreign currency-
denominated debt, 99.5% (100.0% at December 34)28rotected by exchange swaps, currency
forwards, and cash investments in foreign curreAcditionally, with the completion of the sale of
PT Portugal on June 2, 2015, most of the proceectived by the Company are denominated in
euros, which operates as a natural hedge for thiekeépt in Oi's post-sale consolidated framework.
The unrealized gains or losses on hedging trammsectire measured at fair value, as described in 3.2
(a) above.
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These foreign currency-denominated financial asssdsfinancial liabilities are presented in the

balance sheet as follows:

COMPANY
2015 2014

Carrying Carrying

amount Fair value amount Fair value
Financial asset
Cash and banks 47,839 47,839
Cash equivalents 5,452 5,452 32,007 32,007
Cash investments 3,667 3,667 4,885 4,885
Derivative financial instruments 5,393,673 5,393,673 2,254,133 2,254,133
Financial liabilities
Borrowings and financing (Note 17) 13,530,721 9,138,347 7,630,336 7,472,733
Derivative financial instruments 1,819,976 1,819,976 338,193 338,193,

CONSOLIDATED
2015 2014

Carrying Carrying

amount Fair value amount Fair value
Financial assets
Financial assets
Cash and ban 761,788 761,788 26,759 26,759
Cash equivalents 10,553,452 10,553,452 198,047 198,047
Cash investments 1,765,541 1,765,541 86,807 86,807
Derivative financial instruments 6,940,963 6,940,963 3,025,464 3,025,464
Financial liabilities
Borrowings and financing (Note 1 46,935,15 30,727,81 | 14,781,242 14,342,04.
Derivative financial instruments 1,915,910 1,915,910 425,784 425,784

Derivative financial instruments are summarizetbdews:

Derivatives designated for hedge accounting

COMPANY
Fair value
Maturity (years) Amounts (payable)/receivable
2015 2014

US$/R$ cross currency swaps 3.3-B.2 3,456,170 1,137,439
US$/fixed rate croscurrency sway 4.8 819,647 649,293
EUR/R$ cross currency swaps 19-4.3 (169,513)

EUR/R$ nordeliverable forwards (NDF <lyea 23,524
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Derivatives designated for hedge accounting
CONSOLIDATED
Fair value
Maturity (years) Amounts (payable)/receivable
2015 2014
US$/R$ cross currency swaps 0.1-8.2 4,954,291 1,816,206
US$/fixed rate cross currency sw 4.8 819,647 649,293
EUR/RS$ cross currency swaps 19-4.3 (169,513)
EUR/R$ nordeliverable forwards (NDF <1yea 23,524

Derivatives not designated for hedge accountit

COMPANY
Fair value
Maturity (years) Amounts (payable)/receivable
2015 2014
US$/R$ nordeliverable forwards (NDF <1lyea (106,440) 95,577
EUR/R$ non-deliverable forwards (NDFs) <1 year (427,452) 10,107
Options (USD/R$ put optio 3.3-4.8 8,783
Options (EUR/R$ put option) 3.8 24,767
Options (EUR/R$ call option) 3.8 (32,265)

Derivatives not designated for hedge accounting

CONSOLIDATED

Fair value
Maturity (years) Amounts (payable)/receivable
2015 2014
US$/R$ cross currency swaps <1 year 31,467 24,122
R$/US$ cross currency swi <1lyea (27,965) (31,290)
US$/R$ non-deliverable forwards (NDFs) <1 ygar (156,707) 107,718
EUR/R$ non-deliverable forwards (NDFs) <1 year (427,452) 10,107
Options (USD/R$ put option) 3.3-48 8,783
Options (EUR/R$ put option) 3.8 24,767
Options (EUR/R$ call optio 3.8 (32,265)

The main foreign currency hedge transactions cotgawith financial institutions to minimize the
foreign exchange risk are as follows:

Cross currency swap contracts (plain vanilla)

US$/R$: Refer to foreign exchange swaps to pratscUS dollar-denominated debt payments.
Under these contracts, the asset position is idtliars plus a fixed interest rate or in US LIBOR
plus a fixed interest rate, and the liability pimsita percentage of interbank deposit rate (CDR or
fixed rate in real. The main risk of loss in theetsposition of these instruments is the US dollar
exchange rate fluctuation; however, such losseddnmei fully offset by the US dollar-denominated
debt’'s maturities.

R$/US$: Refer to foreign exchange swaps to revewsp contracts. Under these contracts, the
asset position is in US dollar plus a fixed ratd #re liability position is a percentage of CDI.€Th
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main risk of loss in the liability position of theesnstruments is the US dollar exchange rate
fluctuation; however, such possible losses woulfubg offset by the maturities of the reversed US
dollar-denominated swaps.

Non-deliverable forwards (NDFs)

US$/R$: Refer to future US dollar sales transastiasing NDFs to protect against a depreciation of
the Brazilian real in relation to the US dollar.eTmain strategy for these contracts is to set the
foreign exchange rate for the contract period fited amount, thus mitigating the risk of adverse
fluctuations on US dollar-denominated debt. In otdeextend the hedging period, we can roll over
these instruments by selling US dollars for theiqobequivalent to the short-term NDF in the
portfolio and simultaneously purchase US dollarddager positions.

Euro/R$: Refer to future Euro dollar sales trarisastusing NDFs to protect against a depreciation
of the Brazilian real in relation to the US dolldihe main strategy for these contracts is to st th
foreign exchange rate for the contract period fited amount, thus mitigating the risk of adverse
fluctuations on euro-denominated debt. In ordemntiend the hedging period, we can roll over these
instruments by selling euro for the period equintl® the short-term NDF in the portfolio and
simultaneously purchase euro for longer positions.

Options (put options)

Refers to the acquisitions of dollar put optiontated to debt's principal to hedge against an
appreciation of the real against the dollar. Thénnsdrategy of these options is to set a lower
foreign exchange rate for a set of swaps duringcthract period, thus mitigating unfavorable
changes in the long position of these derivatives.

As at December 31, 2015 and 2014, the derivatavesactions in the amounts shown below were
recognized in financial income (expenses) (see Bpte

COMPANY CONSOLIDATED
2015 2014 2015 2014
Gain (loss) on currency swe 3,463,423 466,388 4,539,844 674,228
Currency forwarc 1,295,45€ (232,736) 1,322,81€ (317,740)
Options (21,850) (21,850)
Total 4,737,028 233,653 5,840,91C 356,488

The movements below, related to currency hedgeagrieed for hedge accounting treatment, were
recognized in other comprehensive income:

Table of movements in hedge accounting effects ither comprehensive income
COMPANY CONSOLIDATED

Balance in 2014 165,085 165,085
Gain on designated hed: (617,501) (697,726)
Transfer on ineffective portion to profit or loss (1,073) (7,626)
Amortization of hedges to profit or loss at theeceffve rate 8,204 8,336
Deferred taxes on hedge accoun 207,525 236,285
Share of subsidiary’s hedge accounting (57,186)

Balance in 201 (294,246) (294,¢46)
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(a.1) Foreign exchange risk sensitivity analysis

As at December 31, 2015, management estimatedefiredation scenarios of the Brazilian real in
relation to other currencies at yearend. The ratexi for the probable scenario were the rates
prevailing at the end of December 2015. The prabedties were then depreciated by 25% and 50%
and used as benchmark for the possible and rercebtaigos, respectively.

Rate

Description 2015 Depreciation
Probable scenario

US dollal 3.€048( 0%

Eurc 4.2504( 0%
Possible scenario

US dollal 4.8810( 25%

Euro 5.31300 25%
Remote scenar

US dollar 5.85720 50%

Euro 6.37560 50%

As at December 31, 2015, management estimated utilow for the payment of interest and
principal of its debt pegged to exchange ratesdarehe interest rates prevailing at the end isf th
annual reporting period and the exchange rateseabov

The impacts of foreign exchange exposure, in timsitgeity scenarios estimated by the Company,
are shown in the table below:

COMPANY
201t
Individual Probable Possible Remote
Description risk scenario scenario scenario
US dollar debt Dollar appreciatipn 11,312,117 14,140,146 16,968,176
Derivatives (net position - US$) Dollar depreciatio(16,547,458) (20,684,323) (24,821,187
USdollar casl Dollar depreciatio (10,149) (12,686) (15,224)
Euro debt Euro appreciation 2,463,498 3,079,373 3,695,247
Derivatives (net positio- euro Euro depreciatic | (11,606,953)| (14,£08,691)| (17,410,430)
Euro cash Euro depreciation (46,809) (58,511) (70,214)
[Total pegged to exchange rates (14,435,7%4]18,044,692) (21,653,632
CONSOLIDATED
2015
Individual Probable Possible Remote
Description risk scenario scenario scenario
US dollar dek Dollar appreciatio] 23,054,887 28,818,734 34,582,481
Derivatives (net position - US$) Dollar depreciatia22,470,237) (28,087,796) (33,705,356
US dollar cas Dollar depreciatio (642,418) (803,C23) (963,€27)
Euro deb Euro appreciatic 24,316,758 30,395,¢48 36,475,137
Derivatives (net position - euro) Euro depreciatipor(11,606,953) (14,508,691) (17,410,430
Euro cas Euro depreciatic | (12,438,363)| (15,547,954)| (18,657,545)
[Total pegged to exchange rates 213,774 267,218 320,660
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(b) Interest rate risk
Financial assets

Cash equivalents and cash investments in locakeoyrare substantially maintained in financial
investment funds exclusively managed for the Compamd its subsidiaries, and investments in
private securities issued by prime financial ingkitns.

The interest rate risk linked to these assetsafisen the possibility of decreases in these rates
consequent decrease in the return on these assets.

Financial liabilities

The Company and its subsidiaries have borrowingsfimancing subject to floating interest rates,
based on the Long-term Interest Rate (TJLP) obg in the case of real-denominated debt, and
on the LIBOR, in the case of U.S. dollar-denomidatebt.

As at December 31, 2015, approximately 33.4% (60a&8%ecember 31, 2014) of the incurred
debt, less adjustment for derivative transactioves subject to floating interest rates. After the
derivative transactions, approximately 59.6% (79.d@%®ecember 31, 2014) of the consolidated
debt was subject to floating interest rates. Thestmmaterial exposure of Company's and its
subsidiaries’ debt after the hedging transactisn® iCDI. Therefore, a continued increase in this
interest rate would have an adverse impact onduhierest payments and hedging adjustments.

We continuously monitor these market rates to astes possible contracting of instruments to
hedge against the risk of fluctuation of thesesate

These assets and liabilities are presented inalembe sheet as follows:

COMPANY
2015 2014

Carrying Market Carrying

amount value amount | Market value
Financial assets
Cash equivalen 1,335,558 1,335,558 211,838 211,838
Cash investments 35,066 35,066 38,017 38,017
Due from related partie 3,353,617 3,353,617 3,151,856 3,151,85€
Derivative financial instrumer 1,327 1,327
Financial liabilities
Borrowings and financir 21,397,32 | 21,387,837 12,98€,02C 12,9€0,72(
Derivative financial instruments 591,862 591,862 233,643 233,643
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CONSOLIDATED
2015 2014

Carrying Market Carrying

amount value amount Market value
Financial asset
Cash equivalents 3,232,771 3,232,771 1,718,874 1,718,874
Cash investments 162,145 162,145 195,893 195,893
Derivative financial instruments 445,740 445,740 196,017 196,017
Financial liabilities
Borrowings and financin 18,307,70 | 18,298,21t| 17,722,92¢ 17,717,62¢
Derivative financial instruments 594,483 594,433 241,138 241,138

The amounts of contracted derivatives to hedgenag#ibating interest rates on outstanding debt
are summarized below:

Derivatives designated for hedge accounting
COMPANY

Fair value
Maturity (years) Amounts (payable)/receivable
201t 201«
Fixed rate/DI rate swaps 4.8 (146,121) (37,626)

Derivatives designated for hedge accounting
CONSOLIDATED

Fair value
Maturity (years) Amounts (payable)/receivable
201¢ 201¢
Fixed rate/DI rate swaps 4.8 (146,121) (37,627)
US$ LIBOR/USS fixed rate swa <1lyea (1,413)

Derivatives not designated for hedge accountil
COMPANY

Fair value

Maturity (years) Amounts (payable)/receivable

201t 201¢

US$ LIBOR/USS fixed rate swaps 6.1 (445,741) (194,690)

Derivatives not designated for hedge accounting
CONSOLIDATED

Fair value
Maturity (years) Amounts (payable)/receivable
2015 2014
US$ LIBOR/USS fixecrate swag 0.1-6.1 (448,312 (200,771)
US$ fixed rate/US$ LIBOR swaps 6.1 445,740 194,690

The main hedging transactions contracted with firninstitutions to minimize the interest rate
risk are as follows:
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Interest rate swaps

US$ LIBOR/USS$ fixed rate: Refer to interest rateapw to protect debt payments pegged to
US dollar floating rates from exchange fluctuatitimder these contracts, the asset position in US
dollar LIBOR and the liability position is a fixa@te. The risk of loss in the asset position o¢he
instruments is, therefore, the fluctuation of th& dbllar LIBOR; however, such possible losses
would be fully offset by maturities of US dollar+w@Eminated debt pegged to LIBOR.

US$ fixed rate/US$ LIBOR: Refers to the intereserawap transaction that changes US dollar-
denominated debt payments from fixed rate to fltmptate. Under this contract, the asset position is
a US dollar fixed rate and a LIBOR liability positi to reduce the cost of the backing debt, as part
of the Company’s onerous liability management sgyt

R$ fixed rate/CDI: Refer to interest rate swapsdovert a foreign exchange swap liability position
at a fixed rate into R$ to a liability subject tdapercentage. This transaction is intended topswa
the exchange peg of a certain dollar-denominatdd ttea floating DI position, cancelling the
debt’s current fixed rate position.

As at December 31, 2015 and 2014, the amounts shelaw were recorded as gain or loss on
derivatives: (see Note 6).

COMPANY CONSOLIDATED
2015 2014 2015 2014
Gain (loss) on interest rate sv (406,200) (76,412) (43,808) 70,896
[Total (406,900) (76,412) (43,808 70,896

The movements below, related interest rate hedegigmhted for hedge accounting treatment, were
recognized in other comprehensive income:

Table of movements in hedge accounting effects ither comprehensive income
COMPANY CONSOLIDATED

Balance in 201 (41,442) (41,442)
Gain on designated hed: (104,795) (104,339)
Transfer on ineffective portion to profit or loss 78 78
Amortization of hedges to profit or loss at theceffve rat 4,503 3,325
Deferred taxes on hedge accounting 34,073 34,319
Share of subsidiary’s hedge accounting (476)

Balance in 201 (108,059) (108,C59)

(b.1) Interest rate fluctuation risk sensitivity analysis
Management believes that the most significant mig&ted to interest rate fluctuations arises from

its liabilities pegged to the TJLP, the USD LIBQO#dd mainly the CDI. This risk is associated to an
increase in those rates.

47



Oi S.A. and Subsidiaries

Notes to the Financial Statements

for the Years Ended December 31, 2015 and 2014
(Amounts in thousands of Brazilian reais - R$, unlgs otherwise stated)

As at December 31, 2015, management estimateduttedtion scenarios of the rates CDI, TILP
and USD LIBOR. The rates used for the probable adewere the rates prevailing at the end of
the reporting period. These rates have been strdgs@5 and 50 percent, and used as benchmark
for the possible and remote scenarios. Note thginbang January 2015, the TJLP increased from
5.0% p.a. to 5.5% p.a., which was the start of essige increases. For the quarter beginning April
2015, the TJLP increased to 6.0%, remaining at 6rb%ly and in October 1-December 31, 2015
it increased 7.0%. Before the end of the curreatrtgy, the National Monetary had decided for an
new increase for this rate, this time to 7.5% tective in January 1-June 31, 2016.

2015

Interest rate scenarios
Possible scenario

Probable scenario Remote scenario

6M USD 6M USD 6M USD
CDI TILP LIBOR CDI TILP LIBOR CDI TILP LIBOR
14.14% 7.0% 0.846159 17.68% 8.8% 1.05769% 21.21% .5940 | 1.26923%

As at December 31, 2015, management estimatedutheefoutflows for the payment of interest
and principal of its debt pegged to CDI, TILP, &8D LIBOR based on the interest rates above.
The outflows for repayment of Oi Group related pai¢bt were not considered.

Such sensitivity analysis considers payment outflowfuture dates. Thus, the aggregate of the
amounts for each scenario is not equivalent tdainevalues, or even the present values of these
liabilities. The fair values of these liabilitieshould the Company’s credit risk remain unchanged,
would not be impacted in the event of fluctuationmterest rates, as the interest rates used to
estimate future cash outflows would be the samesridat discount such flows to present value.

The impacts of exposure to interest rates, in émsigvity scenarios estimated by the Company, are
shown in the table below:

COMPANY
201¢
Individual Probable Possible Remote
Transaction risk scenario scenario scenario
CDl-indexed debt CDl increase 1,586,187 1,875,624 2,234,371
Derivative financial instruments (net
position - CDI) CDl increase 10,054,911 12,292,112 14,694,20Q
TJLP-indexed debt TJLP increase 220,y17 262,153 305,413
US$ LIBOR-indexed debt US$ LIBOR increase 146,057 150,191 168,574
Derivative instruments (net position -
LIBOR) US$ LIBOR decreasg (1,539,840) (1,620,855) (1,703,948
Total pegged to interest rate 10,468,932 12,859,225| 15,698,610
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CONSOLIDATED
2015
Individual Probable Possible Remote
Transaction risk scenario scenario scenario
CDlI-indexed del CDI increas 2,120,449 2,516,488 2,980,156
Derivative financial instruments (net
position - CDI) CDl increase 10,669,673 13,047,050 15,566,283
TJLP-indexed debt TJLP increase 942,049 1,119,643 1,304,957
USS$LIBOR-indexed det US$ LIBOR increas 562,123 660,468 715,€99
Derivative instruments (net position -
LIBOR) US$ LIBOR decrease (198,734) (211,566)  (231,488)
Total pegged to interest rates 14,095,560 17,132,083 20,335,607

3.4.2. Creditrisk

The concentration of credit risk associated to draeceivables is immaterial due to the
diversification of the portfolio. Doubtful receivils are adequately covered by an allowance for
doubtful accounts.

Transactions with financial institutions (cash istreents and borrowings and financing) are made
with prime entities, avoiding the concentrationkri§he credit risk of financial investments is
assessed by setting caps for investment in theteqarts, taking into consideration the ratings
released by the main international risk rating agenfor each one of such counterparts. As at
December 31, 2015, approximately 99.20% of the aafeted cash investments were made with
counterparties with an AAA, AA or sovereign risking.

The Company had credit risks related to dividerdgivable associated to the investment in Unitel.

3.4.3. Liquidity risk

The liquidity risk also arises from the possibility the Company being unable to discharge its
liabilities on maturity dates and obtain cash dumarket liquidity restrictions.

Management uses its resources mainly to fund dapifgenditures incurred on the expansion and
upgrading of the network, invest in new businespay, dividends, and service and refinance its
debt.

The Company expects to meet its short-term cashridguirements using the cash generated by its
operations and the liquidity position existing lire tbalance sheet.

In light of the current economic scenario in therkets where the Company operates and taking
into account the profile of its medium- and longatdiabilities, the Company announced on March
9, 2016, as disclosed in Note 1, that it had rethirJT Partners as its financial advisor to agsist
evaluating financial and strategic alternativesgtimize its liquidity and debt profile.
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The following are the contractual maturities of fimancial liabilities, including estimated intetes

payments, where applicable:

COMPANY
Less than a | One to three Four to Over five
year year five years years Total
Balance at December 31, 2015
Borrowings and financing, and
derivative financial instruments 7,144,53| 6,640,23] 15,343,37 374,57 29,502,71
Debentures (i) 1,621,588 4,104,841 5,726,379
Trade payables (ii) 183,3[L6 183,316
Tax refinancing program (iv) 42,604 162,903 108,601 165,457 479,655
CONSOLIDATED
Less than a | One to three Four to Over five
year year five years years Total
Balance at December 31, 2015
Borrowings and financing, and
derivative financial instruments 15,281,73 24,997,73 16,894,49 6,242 ,92] 63,416,88
Debentures (i) 1,621,588 4,170,474 16,849 5,808,861
Trade payables ( 1,226,07| 1,226,07|
Licenses and concessions (iii) 911,930 6,607 918,537
Tax refinancing program (iv) 78,432 270,030 180,020 266,606 795,088

The amounts disclosed in the tables take into atdbe contractual undiscounted payment outflow
estimates, these amounts are not reconciled weghathounts disclosed in the balance sheet for
borrowings and financing, derivative financial mshents, and trade payables.

() Includes the future interest payment estimategutatied based on the applicable interest rates
and takes into account all the interest and praicfmyments that would be made on the
contractual settlement dates;

Consists of the estimated obligations for the pasehof fixed-line and mobile telephony
equipment in Brazil with contractual obligationdered into with our suppliers, including all the
significant terms and conditions, and the approxintie@nsaction life;

(ii)

Consists of obligations due to ANATEL related te tladiofrequency licenses. Includes accrued,
unpaid interest for each period; and

(iii)

Consists of the tax installment plan designed urtbertax refinancing programs. Includes
accrued, unpaid interest for each period.

(iv)
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Capital management
The Company seeks to manage its equity structwardiag to best market practices.

The objective of the Company’s capital managemtategy is to ensure that liquidity levels and
financial leverage to allow the sustained growththed Group, the compliance with the strategic
investment plan, and generation of returns to bareholders.

The Company may change its capital structure, adaogrto existing economic and financial
conditions, to optimize its financial leverage alabt management (Note 1).

The indicators commonly used to measure capitalcatre management are: gross debt to
accumulated twelve-month EBITDA (earnings beforteriest (financial income and expenses),
taxes, depreciation and amortization, and otherawmring results), net debt (gross debt less cash
and cash equivalents and cash investments) to atated twelve-month EBITDA, and the interest
coverage ratio.

3.4.4. Risk of acceleration of maturity of borrowings andfinancing

Under some debt instruments of the Company, degaeltts can trigger the accelerated maturity of
other debt instrument3.he impossibility to incur in new debt might prevenich companies from
investing in their business and incur in requiredadvisable capital expenditures, which would
reduce future sales and adversely impact theiritpbility. Additionally, the funds necessary to
meet the payment commitments of the borrowingsedaan reduce the amount of funds available
for capital expenditures.

The risk of accelerated maturity arising from nanptiance of financial covenants associated to the
debt is detailed in Note 17, section ‘Covenants’.

4. NET OPERATING REVENUE

COMPANY CONSOLIDATED
2015 2014 2015 2014
Gross operating revenue 13,679,374 13,748,891 44,519,320 45,357,481
Deductions from gross revenue (7,450,384) (7,217,790) (17,165,555 (17,110,382
Taxes (1,608,559) (2,129,791) (8,148,€55) (8,06,09)
Other deductions (5,541,826) (5,087,999 (9,016,900 (8,203,473
Net operating revenue 6,228,990 6,531,101 27,353,765 28,247,099
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5. REVENUE AND EXPENSES BY NATURE

COMPANY CONSOLIDATED

2015 2014 2015 2014
Net operating revenue 6,228,990 6,531,101 27,353,765 28,247,099
Operating income (expenses):
Interconnection (796,660) (1,151,464 (1,808,845) (2,689,815
Personnel (i) (493,124) (667,824) (2,719,530) (2,829,307
Third-party services (1,362,97p) (1,507,380 (6,317,233) (6,258,606
Grid maintenance service (591,707) (561,042) (1,901,569) (1,923,074
Handset and other costs (284,637) (730,444)
Advertising and publicity (11,818) (69,491) (405,626) (674,275)
Rentals and Insurance (509,715) (491,641) (3,599,830) (3,119,521
Provisions (440,970) (400,890) (861,500) (779,314)
Allowance for doubtful accounts (90,140) (94,170) (721,175) (649,463)
Expenses on impairment losses (Note 28) (89,176 (89,176
Taxes and other income (expenses) (i) (4,359,022)1,415,358 (1,128,522) (1,628,867
Other operating income (expenses), net (iii) 298/32 683,914 277,954 3,245,643
Operating expenses excluding depreciation and
amortization (8,446,984) (2,844,630) (19,559,689) (18,037,043
Depreciation and amortization (959,146) (862,796) (5,091,680) (4,535,418
Total operating expenses (9,406,130) (3,707,426 (24,651,369) (22,572,461
Profit (loss) before financial income (expenses) dn
taxes (3,177,140 2,823,675 2,702,396 5,674,638
Financial income (expenses):
Financial income 1,513,699 840,628 4,904,550 1,344,767
Financial expenses (5,004,447) (3,722,218 (13,307,650) (5,891,332
Total financial income (expenses) (3,490,748) (2,881,590 (8,403,100) (4,546,565
Profit (loss) before taxes (6,667,888 (57,915) (5,700,704 1,128,073
Income tax and social contribution 664,338 64,743 (715,039) (1,119,955
Profit (loss) from continuing operations (6,003,050 6,828 (6,415,743 8,118
Discontinued operations
Profit (loss) for the year from discontinued opienas
(net of taxes) (Note 28) 1,068,142 (4,414,539 1,068,142 (4,414,539
Loss for the year (4,934,908) (4,407,711 (5,347,601) (4,406,421
Loss attributable to Company owners (4,934,908}4,407,711 (4,934,908) (4,407,711
Profit (loss) attributable to non-controlling inésts (412,693) 1,290
Operating expenses by function:
Cost of sales and/or services (2,534,058)2,860,665 (15,308,634) (15,229,602
Selling expenses (1,078,923) (1,311,597 (4,744,518) (5,611,772
General and administrative expenses (1,242,05€),247,489 (3,832,995) (3,751,410
Other operating income 427,922 966,668 1,630,056 4,466,914
Other operating expenses (873,584) (613,893) (2,373,395) (2,440,710
Share of profit of subsidiaries (4,104,581) 1,359,550 (21,883) (5,881)
Total operating expenses (9,406,131)) (3,707,426 (24,651,369) (22,572,461
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(i)

(ii)

(ii)

Takes into account employee training expenses atimguio R$4,262 (R$8,326 in 2014) on a
consolidated basis.

Includes the equity is subsidiaries expense of RE$4581 in Company (income of
R$1,359,550 in 2014) and expenses of R$21,883 f(egseof R$5,881 in 2014) on a
consolidated basis.

The other net operating income (expenses) for #w gnded December 31, 2015 primarily
include the reversal of a civil contingency amaugtio R$325,709 arising from the revision of the
calculation methodology and R$47,756 in costsinglab downsizings in this period. Other net
operating income (expenses) for the year endedrie31, 2014 primarily includes the gain of
R$2.4 billion on the sale, net of transaction egpsnrecognized in the context of the agreement
entered into on December 3, 2013 by the CompanySB#l Torres Brasil for the transfer of
100% of the shares of one of its subsidiaries lieft 2,007 telecommunication towers used to
provide mobile telephony services and R$355 milli@sulting from the revision of the
methodology to determine the provisions for lossesorporate lawsuits and the reversal of
R$476 million from the provision related to the aslon to the REFIS tax refinancing program.
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6. FINANCIAL INCOME (EXPENSES)

COMPANY CONSOLIDATED
2015 2014 2015 2014

Financial income
Exchange differences on translating foreign cashstments 188,41: 4,92¢ 3,349,78: 32,44«
Interest on and inflation adjustment to other &sset 287,838 384,385 740,417, 762,498
Income from cash investments 97,604 168,907 235,042, 354,526
Interest on and inflation adjustment to intragréngns 434,658 154,920 29,057 1,066
Other income (i) 505,188| 127,488 550,251 194,233
Total 1,513,699 840,628 4,904,550 1,344,767
Financial expenses and other charges

a) Borrowing and financing costs
Inflation adjustment to and exchange losses od-yhérty
borrowings (6,117,95C| (1,109,302 (10,908,43¢| (1,464,51C
Interest on borrowings payable to third parties (1,160,341 (789,961) (3,178,461) (1,979,414
Interest on debentures (868,964 (951,032 (871,977 (953,863
Financial instrument transactions 4,330,129 157,241 5,797,102 427,384
Interest on and inflation adjustment to intragréaprowings (430,142)  (261,837)

Subtotal: (4,247,268| (2,954,891| (9,161,774| (3,970,403

b) Other charges
(Loss) gain on cash investments classified asfoelsale (i) 294,607 (1,854,203
Interest on and inflation adjustment to other liéibs (303,004 (264,697 (831,919 (811,791
Tax on transactions and bank fees (358,218)] (188,020) (712,799) (385,824)
Inflation adjustment to provisions (72,583)] (114,912) (176,297) (233,276)
Interest on taxes in installments - tax financinggoam (47,718 (82,282 (93,784 | (132,194,
Other expenses (iii) (270,263)] (117,416) (476,875) (357,844)

Subtotal: (757,179)  (767,327) (4,145,87)| (1,920,929
Total (5,004,447) (3,722,218) (13,307,650) (5,891,332
Financial income (expenses) (3,490,748)(2,881,590) (8,403,100) (4,546,565

(i) Refers basically to the gain on debenture repaytnansactions.

(i) Refers basically to the loss of R$2,208 million dine foreign exchange depreciation at the
fair value of the cash investment in Unitel (Not8),2net of the accumulated foreign
exchange differences reclassification up to theaimmpent date in other comprehensive
income.

(i) Represented mainly by financial fees and commission
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7. INCOME TAX AND SOCIAL CONTRIBUTION

Income taxes encompass the income tax and thd soaigibution. The income tax rate is 25% and
the social contribution rate is 9%, an aggregatainal tax rate of 34%.

The provision for income tax and social contribatie broken down as follows:

COMPANY CONSOLIDATED
201¢ 2014 201t 201¢
Income tax and social contribution
Current taxe (48,127 (11,970 (781,576 (622,001
For the year (37,335) (16,997)] (607,805) (617,528)
For prior year (i’ (10,792 5,027 (173,771 (4,473
Deferred taxes 712,965 76,713 66,537| (497,954)
Total 664,83t 64,74: (715,039 | (1,119,955
Current and deferred taxes (for the year) 675,630 59,716 (541,268) (1,115,482
Current taxes (for prior year) (10,792 5,027 (173,771 (4,473
COMPANY CONSOLIDATED
2015 2014 2015 2014
Profit (loss) before taxe (6,667,888 (123,630 | (5,700,704 1,128,07:
Income tax and social contribution
Income tax and social contribution on taxed inc 2,267,08: 42,03« 1,938,241 (383,545
Equity in earnings of investees (1,395,568) 439,904 (7,440) (2,000)
Tax effects of interest on capital 1,087 (210,141)
Tax incentives (basically, operating pre (i) 1,49t 24 7,332 36,28:
Permanent deductions (add-backs) (ii) 142 443(212,105) 88,756|  (755,879)
Utilization of tax loss carryforwar 44¢€
Allowance for losses on deferred tax assets (iv) 40(319) (1,391,869
Unrecognized deferred tax ass(iv) (236,726 (46,917
Recognized deferred tax as: 52,43¢
Effects of differentiated tax rates (v) (939,561) (16,306)
Income tax and social contribution effect on profitor loss 675,63( 59,71¢ (541,268 | (1,115,482

() In 2015, refers to the offset of the PRORELIT IHistant Plan amounting to R$132,783 and
the derecognition of part of the ILL (tax on netdme) contingency amounting to R$32,893.
In 2014, refers to the derecognition of expired ¢teadits and the recognition of a negative
balance in 2010.

(i) Refers to the exploration profit recognized in fmfit or loss of subsidiary Oi Moével
pursuant to Law 11638/2007.

(i)  The main components of permanent deduction (addlitex effects are: nondeductible fines,
sponsorships, nondeductible donations, and incaom forfeited dividends. In 2014, the
main effects are linked to goodwill amortizatiomgymerger period), settlement of principal,
fine and interest utilizing tax loss carryforwaaspermitted by Article 2 of Law 12996/2014
and Article 33 of Law 13043/2014 (R$366 milliontime Company and R$443 million on a
consolidated basis), and write-off of tax credits finlikely realization, related to potential
loss on the PT SGPS shares held subsidiary TMAR&R$illion on a consolidated basis).
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(iv) Refers to the allowance for the impairment lossedeaferred tax assets (Note 10).

(v) Refer to adjustments to deferred tax assets beadumgbsidiaries that do not recognize tax
credits on tax loss carryforwards generated withénsame year.

(vi) Refer to adjustments to deferred tax assets beadumgbsidiaries that do not recognize tax
credits on tax loss carryforwards.

The financial statements for the year ended Decer@be 2015 have been prepared considering
management’s best estimates and the criteria sélyduaw 12973/2014.

Management conducted an early assessment of therimhaaspects of its operations/activities,
based on the new provisions of the tax introducedfovisional Act 627, of November 11, 2013
(“MP 627/2013"), as subsequently amended duringpfsroval procedure by the National Congress,
resulting in Bill 02/2014 (“PLV 02/2014"), and thgovisions of Regulatory Instruction 1397, of
September 16, 2013, as amended by Regulatory ¢tisinu1422, of December 19, 2013 (“IN
1397/2013"). Based on this assessment, Managenidnhadl identify any material impacts as
compared to the used under the regime in placé Datember 31, 2014 (for those entities that did
not elect the early adoption of Law 12973/2014).

We emphasize that PLV 02/2014 resulted in the patitn of the Law 12973/2014 on May 14,
2014 and the amendments to the original text didchange the conclusions described above. The
Company did not elect the early adoption of saiev land is subject to its provisions beginning
January 1, 2015.

8. CASH, CASH EQUIVALENTS AND CASH INVESTMENTS

Cash investments made by the Company and its sabeglin the years ended December 31, 2015
and 2014, are classified as held for trading stearand are measured at their fair values.

@) Cash and cash equivalents

COMPANY CONSOLIDATED
2015 2014 2015 2014
Cash and banks 177,573 110,239 1,111,840 532,285
Cash equivalents 1,341,011 243,845 13,786,223 1,916,921
Total 1,518,584 354,084 14,898,063 2,449,206
COMPANY CONSOLIDATED
2015 2014 2015 2014
Time deposits 4,175 31,426 10,734,985 205,523
Bank certificates of deposit (CDBs) 589,664 48,875 1,387,158 920,116
Repurchase agreements 744,220 160,622 1,637,798 773,487
Other 2,952 2,922 26,282 17,795
Cash equivalents 1,341,010 243,845 13,786,223 1,916,921
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(b) Cash investments

COMPANY CONSOLIDATED
2015 2014 2015 2014

Time deposits 1,700,386

Private securities 20,580 18,465 125,966 111,285
Government securities 14,486 19,551 101,334 171,415
Other 3,667 4,886

Total 38,733 42,902 1,927,686 282,700
Current 18,153 24,437 1,801,720 171,415
Non-current 20,580 18,465 125,966 111,285

The Company and its subsidiaries hold short-tewestments in Brazil and abroad for the purpose
of earning interest on cash, benchmarked to CBrawil, LIBOR for the US dollar-denominated
portion, and EURIBOR for the euro-denominated porti

9. ACCOUNTS RECEIVABLE

COMPANY CONSOLIDATED
2015 2014 2015 2014
Billed services 2,176,019 1,576,128 6,733,219 5,481,028
Unbilled services 448,768 620,740 1,296,562 1,450,777
Mobile handsets and accessories sold 80[331 62,135 911,077 1,032,022
Allowance for doubtful accounts (276,3497) (280,445) (561,139) (513,787),
Total 2,428,751 1,978,558 8,379,719 7,450,040
The aging list of trade receivables is as follows:
COMPANY CONSOLIDATED
2015 2014 2015 2014
Current 1,868,784 1,720,802 6,855,027 5,878,915
Past-due up to 60 days 624,402 368,536 1,296,612 1,388,330
Past-due from 61 to 90 days 34,392 33,351 146,608 136,200
Past-due from 91 to 120 days 27,415 23,723 121,916 113,212
Past-due from 121 to 150 days 22,362 20,395 124,887 102,139
Over 150 days past-due 127,163 92,196 395,808 345,031
Total 2,705,118 2,259,003 8,940,858 7,963,827
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The movements in the allowance for doubtful accewdre as follows:

COMPANY CONSOLIDATED
Balance at Jan 1, 2014 (294,212) (654,042)
Acquisition of investments - PT Portugal (652,964)
Allowance for doubtful accounts (94,170) (684,017)
Trade receivables written off as uncollectible 107,937 712,128
Foreign exchange differences 6,841
Transfer to assets held for sale 758,267
Balance in 2014 (280,445) (513,787)
Allowance for doubtful accounts (90,140) (692,935)
Trade receivables written off as uncollectible 94,218 645,583
Balance in 2015 (276,367) (561,139)
10. CURRENT AND DEFERRED TAXES
ASSETS
COMPANY CONSOLIDATED
2015 2014 2015 2014
Current recoverable taxes
Recoverable income tax (IRPJ) (i) 212,808 18,299 416,125 485,929
Recoverable social contribution (CSLL) (i) 74,124 6,597 153,059 182,772
IRRF/CSLL - withholding income taxes (ii) 83,144 194,785 346,389 428,488
Total current 370,076 219,681 915,573 1,097,189
Deferred taxes recoverable
Income tax on tax credits — merged goodwill (ii) , 782,179 1,180,524 1,782,179 1,180,524
Social contribution on tax credits — merged goobiii) 641,584 424,989 641,584 424,989
Income tax on temporary differences (iv) 2,055,051 921,367, 3,030,289 2,073,875
Social contribution on temporary differences (iv) 307550 326,848 993,486 655,156
Income tax on tax loss carryforwards (iv) 828,306 1,136,874 1,673,150 2,353,806
Social contribution on tax loss carryforwards (iv) 298,190 360,169 615,040 876,478
Subtotal - deferred taxes recoverable 6,335,860 4,350,771 8,735,724 7,564,828
Deferred taxes recoverable (v) 125,657 30,490 147,278 60,944
Non-total current 6,461,517 4,381,261 8,883,002 7,625,772
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Liabilities
COMPANY CONSOLIDATED
2015 2014 2015 2014

Current taxes payable

Income tax payable 23,240 12,491 211,571 306,366

Social contribution payable 58,769 59,386 128,053 70,916

Total current 82,009 71,877 339,624 477,282

(i)

(ii)

(iii)

(iv)

Refer mainly to prepaid income tax and social ébatron that will be offset against federal
taxes payable in the future.

Refer to corporate income tax credits on cash inwests, intragroup loans, government
entities, and other that are used as deductioms fncome tax for the years, and social
contribution withheld at source on services proglitiegovernment agencies.

Refer to: (i) deferred income tax and social cdmttion assets calculated as tax benefit
originating from the goodwill paid on acquisitioy the Company and recognized by the
merged companies in the course of 2009. The ré¢alizaf the tax credit arises from the
amortization of the goodwill balance based on th€G license and in the appreciation of
property, plant and equipment, the utilization dfieh is estimated to occur through 2025,
and (i) deferred income tax and social contributassets originating from the goodwill
paid on the acquisition of interests by the Company2008-2011, recognized by the
companies merged with and into TmarPart and by Pararmerged with and into the
Company on September 1, 2015, which was based erCtmpany’s expected future
earnings and the amortization of which is estimabeatcur through 2025 (Note 1).

Deferred income tax and social contribution asasgecognized only to the extent that it is
probable that there will be a positive tax basewhich temporary differences can be used
and against which tax loss carryforwards can beetffDeferred income tax and social
contribution assets are reviewed at the end of eaduwal period and written down to the
extent that their realization is no longer possifilee Company and its subsidiaries offset
their tax loss carryforwards against taxable incaméo a limit of 30% per year, pursuant to
the prevailing tax law.

Allowances for impairment losses totaling R$1,389,8/ere recognized for the companies
that, as at December 31, 2015, do not expect tergen sufficient future taxable profits
against which tax assets could be offset.

Additionally, none of the deferred tax assets aningrto R$454,319 (R$217,655 in 2014)
were recognized for the direct and indirect sulsids that do not have a profitability
history and/or do not expect to generate suffictambble profits against which such tax
assets could be offset.
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The table below shows the expected realizatioroderof deferred tax assets resulting from

tax credits on tax loss carryforwards and tempodéffgrences:

COMPANY CONSOLIDATED
2016 440,652
2017 151,930
2018 129,056
2019 318,929
2020 338,161 565,399
2021 to 2023 1,867,934 2,724,495
2024 to 202 1,706,00: 1,981,50(
Total 3,912,097 6,311,961

v)

against federal taxes payable.

Movements in deferred income tax and social contriltion

Refer mainly to prior years’ prepaid income tax aodial contribution that will be offset

COMPANY
Recognized in
deferred tax Recognized
Balance in income/ directly in Add-backs/ Balance in
2014 expenses equity offsets 2015
Deferred tax assets arising on:
Temporary differences
Provisions 1,004,660 (73,909) 930,751
Provisions for suspended taxes 33,961 11,800 45,761
Provisions for pension funds and impacts of CPC{ 33
(R1) (IAS19R) 182,942 (27,941) 22,723 177,724
Allowance for doubtful accounts 101,596 (666) 100,930
Profit sharing 32,019 (8,151) 23,868
Foreign exchange differences 324,681 1,254,233 1,578,914
Merged goodwill (i) 1,605,518 (164,517) 982,767 2,423,763
Hedge accounting (63,526) 241,598 178,072
Other temporary add-backs and deductions (368,118) 50,173 67,526 (250,419)
Tax loss carryforwards
Allowance for losses (340,919) (340,919)
Income tax loss carryforwards 1,136,974 67,090 (92,066) 1,111,898
Social contribution carryforwards 360,169 28,470 (33,122) 355,517
Total 4,350,77 795,66: 1,314,61. (125,188 6,335,86!
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CONSOLIDATED
Recognized in
deferred tax Recognized
Balance in income/ directly in Add-backs/ Balance in
2014 expenses equity offsets 2015
Deferred tax assets arising on:
Temporary differences
Provisions 1,534,792 (141,705) 1,393,087
Provisions for suspended taxes 133,p58 12,298 146,256
Provisions for pension funds and impacts of CPC B3
(R1) (IAS 19 R) 183,148 (28,905) 22,193 176,436
Allowance for doubtful accounts 592,279 66,591 658,870
Profit sharing 86,534 (22,291) 64,243
Foreign exchange differences 556,389 1,221,972 1,778,361
Merged goodwill (i) 1,605,518 (164,517) 982,767 2,423,763
Hedge accounting (63,695) 271,304 207,609
Other temporary add-backs and deductions (294,374) (174,243) 67,526 (401,091)
Tax loss carryforwards
Allowance for losses (1,391,869 (1,391,869
Income tax loss carryforwards 2,353,406 557,467 (234,122) 2,677,151
Social contribution carryforwards 876,48 210,693] (84,263) 1,002,908
Total 7,564,828 145,491 1,343,790 (318,385) 8,735,724
()  As a result of the merger of TmarPart with and i@ioon September 1, 2015, the Company

recognized the income tax and social contributiendfit arising on the utilization of goodwill
paid on the acquisition of interests in the Compar008-2011, recognized by the companies
merged with and into TmarPart and by TmarPart ntekggh and into the Company, which
was based on the Company’s expected future earnings
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11. OTHER TAXES

ASSETS
COMPANY CONSOLIDATED
201t 201« 201¢ 201<
Recoverable State VAT (ICMS) (i) 371,49 414,280 1,285,800 1,512,543
Taxes on revenue (PIS and COFI 18,718 17,184 200,C2¢ 181,772
Other 15,102 14,811 97,056 101,851
Total 405,299 446,275 1,582,885 1,796,166
Current 210,603 247,507 922,986 1,054,255
Non-current 194,696 198,768 659,899 741,911
Liabilities
COMPANY CONSOLIDATED
2015 2014 2015 2014
State VAT (ICMS) 295,271 278,999 759,922 709,126
ICMS Agreement No. 69/19 18,859 16,884 33,298 80,287
Taxes on revenue (PIS and COFINS) 382,680 385,613 668,888 664,278
FUST/FUNTTEL/broadcasting fe 108,219 107,637 861,212 807,576
Other 83,203 109,993 153,968 281,059
Total 888,332 899,126] 2,477,988 2,542,326
Curren 762,C79 810,513 1,553,651 1,667,599
Non-current 126,253 88,613 924,337 874,727

(i) Recoverable ICMS arises mostly from prepaidetavand credits claimed on purchases of
property, plant and equipment, which can be oftsgdinst ICMS payable within 48 months,
pursuant to Supplementary Law 102/2000.

12. JUDICIAL DEPOSITS

In some situations the Company makes, by legalimement or to provide guarantees, judicial
deposits to ensure the continuity of ongoing latesulhese judicial deposits can be required for
lawsuits with a likelihood of loss, as assessedhgy Company based on the opinion of its legal
counsel, as probable, possible, or remote.

COMPANY CONSOLIDATED
2015 2014 2015 2014
Civil 7,288,084 6,967,000 9,459,735 8,619,658
Tax 669,982 639,013 2,548,720 2,466,187
Labol 1,356,218 1,161,776 | 2,368,902 2,007,822
Total 9,314,284 8,767,789 14,377,354 13,393,667
Current 887,449 881,595 1,258,227 1,133,639
Non-current 8,426,835 7,886,194 13,119,139 12,260,02§

As set forth by relevant legislation, judicial dejis are adjusted for inflation.
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13. INVESTMENTS

COMPANY CONSOLIDATED
2015 2014 2015 2014

Investment in subsidiaries 17,118,485 19,160,523

Joint arrangemer 63,837 74,80:
Investments in associates 39,001 21,558
Tax incentives, net of allowances for los 10,273 10,27 31,579 31,57¢
Goodwill 11,619 11,618

Other investment 3,799 3,79¢ 20,471 20,47:
Total 17,144,174 19,186,213 154,89( 148,411

As referred to in Note 1, as part of PT Portugsédike to Altice, the company became the holder of a
direct investment in the companies PT Participageé, CVTEL, and Carrigans.

Summary of the movements in investment balances

COMPANY CONSOLIDATED
Balance at January 1, 2014 19,437,617 173,640
Share of profits of subsidiaries (i) 1,359,550 (5,881)
PT Portugal share of profits of subsidiaries trarsd to discontinued
operation (250,C61)
Acquisition of investment — PT Portugal (Note 1) 5,709,900
PT Portugal capital increase (i) 3,849,423
Subsidiaries’ share of other comprehensive incoR€ Portugal (582,714)
Exchange differences on translating the investrimeRf Portugal 441,899
Transfer to treasury sha (263,028)
Subsidiaries’ share of other comprehensive inc (5,C78)
PT Portugal investment transferred to assets loelgdle (9,805,091)
Subsidiaries’ dividends and interest on capital (685,951) (4,968)
Othel (20,193) (14,380
Balance in 201. 19,186,213 148,411
Transfer of held-for-sale assets to investments 85@,415)
Share of profits of subsidiaries (i) (4,104,581 (21,883)
Subsidiaries’ share of other comprehensive income (56,635)
Associates’ share of other comprehensive income 11,266 11,266
Equity in earnings of investees recognized in -for-sale asse 1,499,244 17,187
Capital increase in subsidiaries (Note 22) 2,125,200
Transfer of investments to provision for equityidiehcy (Note 22) 314,180
Acquisition of subsidiary under joint cont (Note 22) 121,618
Subsidiaries’ dividends (93,915)
Other (91)
Balance in 2015 17,144,175 154,890
0] In the consolidated, the share of profits of ingestrefers to the investments in joint

arrangements and associates (Note 1).

(i) In May 2014, a capital contribution was made to drtugal in the amount of €1,250
million to prepay debt and thus reduce the Commaytro-denominated debt.
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The main data related to direct equity interessuinsidiaries are as follows:

COMPANY
2015
In thousands
Shares Equity interests - %
Profit (loss)

Subsidiaries Equity  |for the year| Common Preferred | Total capital | Voting capital
TMAR 16,635,856 (2,082,546) 154,032,213 189,400,783 10d 100
Rio Alto 591,494 222,860 215,538,129 50 10
Oi Holand: (47,205) (187,775 10( 10( 10(
Oi Servigos Financeiros 6,147 8,195 799 100 100
PTIF (266,785)  (550,13p) 0.042 10d 100
CVTEL (190 (193 18 10d 100
Carrigans 98 0.100 100 100

COMPANY
2015
o Equity_ in earnings Investment value Provisio_n _for equity
Subsidiaries of investee deficiency
TMAR (2,082,546 16,635,856
Rio Alto 111,43C 285,747
Oi Holanda (187,775) 47,205
Qi Servigos Financeirc 8,195 6,147
PTIF (550,136) 266,785
CVTEL (193) 190
Carrigan 98
Unrealized profits with investees 79,024 180,637
Operations in Africa ( 12,C09
PT Participages (i) (1,494,589)
Total (4,104,581 17,118,485 314,180

0] Refers to the equity in earnings of investmentsperations in Africa and Asia, classified as held-f
sale assets.
COMPANY
2014
In thousands
Shares Equity interests - %
Profit (loss)

Subsidiaries Equity for the year| Common Preferred | Total capital | Voting capital
TMAR 18,642,154 1,099,709 154,032,213 189,400,783 100 100
Rio Alto 538,689 171,087 215,538,129 5( 10(
Oi Holanda 140,570 76,866 100 100 100
Oi Servigos Financeiros 6,740 8,986 799 104 100
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COMPANY
2014
Equity in
earnings of Investment
Subsidiaries investees value
TMAR 1,099,709 18,642,154
Rio Alto 93,013 269,445
Oi Holand: 76,922 140,E7C
Qi Servigos Financeiros 8,986 6,740
BrT Venezuela (603)
Unrealized profits with investees 15,808 101,614
Operations in Africa (ii) 65,715
[Total 1,359,550 19,160,523

(i)  Refers to the share of profits of investments iarafions in Africa, classified as assets held &be,sfor
the period from May 5 to December 31, 2014.

Summarized financial information

2015
Subsidiaries Assets Liabilities Revenue
TMAR 36,822,800 20,186,944 10,428,130
Oi Holanda 24,886,102 24,933,307
PTIF 18,910,725 19,177,51Q
Rio Alto 686,913 95,419 457,372
Oi Servigos Financeiros 79,084 72,937 5,457
CVTEL 14 204
2014
Subsidiaries Assets Liabilities Revenue
TMAR 36,502,209 17,860,055 11,599,983
Oi Servigos Financeirc 63,239 56,499
Oi Holanda 4,211,32p 4,070,752
Rio Alto 659,246 120,357 349,071
Operations in Africa (Note 28) 7,642,788 851,273 633,939
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14. PROPERTY, PLANT AND EQUIPMENT
COMPANY
Automatic Transmission
Works in switching and other
progress equipment equipment (1) | Infrastructure Buildings Other assets Total

Cost of PP&E (gross amount)

Balance at 01/01/2014 834,104 5,195,236 16,492,574 4,173,512 959,329 2,022,561 29,677,316
Additions 885,844 54,100 385 2,126 942,456
Write-offs (1,782) (28,887) (32,366) (5,861) (68,896)
Transfers (1,249,722) 67,069 1,404,364 (247,251) 60,933 (35,393)

Transfers of assets held for

sale 5,841 46,677 111 52,629

Balance in 2014 470,22y 5,260,523 17,922,157 3,900,121 1,066,939 1,983,544 30,603,505
Additions 597,453 47,838 1,988 65,867 21,231 734,377
Write-offs (1,093) (7,768) (25,610) (3,941) (12,827) (51,239)
Transfers (935,937) (9,683) 432,730 383,893 27,083 101,914

Balance in 2015 131,748 5,249,747 18,394,951 4,260,392 1,155,948 2,093,862 31,286,643

Accumulated depreciation

Balance at 01/01/2014 (5,018,200 (13,652,151, (3,402,849 (634,666)| (1,570,725) (24,278,591
Depreciation expenses (40,572) (374,910) (303,251) (21,736) (42,592) (783,061)
Write-offs 1,017 26,784 29,343 5,71C 62,654
Transfer (31,579) (967,109) 916,217 (61,505) 143,£76
Transfers of assets held for

sale (3,183) (26,113) (90) (29,386)

Balance in 2014 (5,089,334 (14,967,386 (2,763,723 (744,020)] (1,463,721) (25,028,184
Depreciation expenses (36,547) (430,477) (262,235) (1,766) (74,352) (805,377)
Write-offs 7,004 24,805 958 12,240 45,007
Transfers 15,831 (8,162) (673) 19,353 (26,349)

Balance in 201! (5,110,C50) (15,399,C21) (3,€01,826) (725,475) | (1,552,182) | (25,788,554)

Property, plant and

equipment, net

Balance in 2014 470,22y 171,189 2,954,765 1,136,398 322,919 519,823 5,575,321

Balance in 2015 131,743 139,697 2,995,930 1,258,566 430,473 541,680 5,498,089

Annual depreciation rate

(average) 11% 10% 8% 8% 12%

(1) Transmission and other equipment includes trisson and data communication equipment.
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CONSOLIDATED

Automatic Transmission
Works in switching and other
progress equipment | equipment (1) | Infrastructure | Buildings | Other assets Total

Cost of PP&E (gross amount)

Balance at Jan 1, 2014 4,569,682 18,433,044 40,786,730 26,560,833 2,901,761 5,107,575 98,359,627
Acquisition of investments -

PT Portugal 452,844 6,004,681 4,537,199 16,357,177 2,957,154 9,693,740 40,002,795
Additions 3,029,820 63,899 1,000,298 308,985 92,788 271,954 4,767,744
Write-offs (2,083 (1,782) (62,981) (103,997) (268) (8,410) (179,521)
Transfers (4,944,777) 317,773 6,045,939 (1,711,939 537,675 (368,441) (123,770)
Foreign exchange differenc 20,468 288,629 255,552 785,557 148,C22 469,466 1,867,894
Transfers to assets held for

sale (468,545 (6,338,824 (4,900,950 (17,171,247) (2,995,379) (10,373,620) (42,248,565

Balance in 2014 2,657,400 18,767,622 47,661,787 25,025,369 3,641,753 4,792,264 102,546,204
Merger of subsidiaries 135 780 18,370 19,285
Additions 2,893,198 14,274 271,389 15,792 185,588 243,459 3,623,700
Write-offs (3,282) (62,148) (520,504) (79,160) (15,529) (680,623)
Transfers (3,894,026) 70,070 1,992,540 1,502,411 (209,257) 538,262,

Balance in 201! 1,656,58 18,848,68 49,863,70 26,023,84 | 3,538,92 5,576,821 | 105,508,56

Accumulated depreciation

Balance at Jan 1, 2014 (16,205,637) (30,382,012 (21,106,757) (1,974,138) (3,904,797) (73,573,341
Acquisition of investments -

PT Portugal (5,685,512 (3,169,003 (11,029,655) (1,238,292) (7,840,705) (28,963,167
Depreciation expenses (400,354) (2,452,283 (746,509)] (151,149) (580,115)| (4,330,410
Write-offs 1,017 50,470 50,394 186 7,697 109,764
Transfers (3,027) (2,132,253 2,022,793 381,324 (145,499) 123,338
Foreign exchange differenc (275,108) (168,315) (534,544) (63,£73) (323,€46) (1,435,£86)
Transfers to assets held for

sale 6,032,368 3,559,523 11,706,374 1,273,000 8,621,957 31,193,224

Balance in 2014 (16,536,253) (34,693,873 (19,637,902) (1,773,042) (4,235,108) (76,876,178
Merger of subsidiaries (109) (169) (8,854) (9,132)
Depreciation expenses (361,241) (2,063,912) (1,029,500 (79,490) (250,130)| (3,784,273
Write-offs 2,189 60,407 519,006 62,290 14,316 658,208
Transfer (29,376) 94,258 (5,608) 53,613 (113,187)

Balance in 2015 (16,924,681) (36,603,229 (20,154,173) (1,736,329) (4,592,963) (80,011,375

Property, plant and

equipment, net

Balance in 2014 2,657,400 2,231,369 12,967,914 5,387,467 1,868,711 557,156| 25,670,026

Balance in 2015 1,656,581 1,924,003 13,260,474 5,869,675 1,802,595 983,863| 25,497,191

Annual depreciation rate

(average) 11% 10% 8% 8% 12%

(1) Transmission and other equipment includes trisson and data communication equipment.

Additional disclosures

Pursuant to ANATEL's concession agreements, alp@rty, plant and equipment items capitalized
by the Company that are indispensable for the piowi of the services granted under said
agreements are considered returnable assets apdraref the concession’s cost. These assets are
surrendered to ANATEL upon the termination of urwead concession agreements.
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As at December 31, 2015, the residual balanceeofibmpany’s returnable assets is R$2,840,055
(R$2,841,541 in 2014) and consist of assets anthli@$ons in progress, switching and
transmission equipment, payphones, outside netwqgrkpment, power equipment, and systems
and operation support equipment. This balance atadarR$8,055,876 (R$8,199,356 at December
31, 2014) on a consolidated basis.

In the year ended December 31, 2015, financialggdsaand transaction costs incurred on works in
progress were capitalized at the average rate%f[i€r year.

15. INTANGIBLE ASSETS

COMPANY
Intangibles in Data processing
progress systems Other Total
Cost of intangibles (gross amoun

Balance at Jan 1, 201 5,821 2,263,582 148,460 2,417,663
Additions 56,726 12,666 69,692
Transfers 60,703 (60,703)

Balance in 2014 123,250 2,263,582 100,723 2,487,555
Additions 60,393 85,919 551 146,863
Transfers (76,076) 75,638 438

Balance in 2015 107,567 2,425,139 101,712 2,634,418

Accumulated amortization

Balance at Jan 1, 201 (2,110,414) (57,575) (2,167,289)
Amortization expenst (65,162) (14,573) (79,735)

Balance in 2014 (2,175,576) (72,148) (2,247,724
Amortization expenses (151,987) (1,782) (153,769)

Balance in 2015 (2,327,563) (73,930) (2,401,493

Intangible assets, net

Balance in 2014 123,250 88,006 28,575 239,831

Balance in 2015 107,567 97,576 27,782 232,925

Annual amortization rate (average) 20% 20%
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CONSOLIDATED

Intangibles in| Data processing| Regulatory Customer
Goodwill progress systems licenses portfolio Other Total

Cost of intangibles (gross amount)

Balance at Jan 1, 2014 615,473 184,387 6,657,925 4,041,011 931,964 12,430,760
Acquisition of investments -

PT Portugal 10,574,704 52,819 575,983 1,656,060 3,215,523 3,091,687 19,166,766
Additions 487,895 248,470 282,688 1,019,053
Write-offs (1,754 (1,574) (15,031) (18,359)
Transfers (519,904) 451,615 36,401 (31,888)
Foreign exchange

difference 5C7,£32 1,256 44,200 78,963 153,469 124,238 909,658
Transfers to assets held for|

sale (11,082,236 (48,161) (667,884) (1,735,013) (3,368,992) (3,291,736) (20,194,022

Balance in 2014 613,719 156,718 7,310,309 4,041,011 1,160,211 13,281,968
Merger of subsidiarit 92,453 1,382 93,635
Additions 438,445 136,982 51,331 626,758
Transfer (469,322) 4£9,C78 10,244

Balance in 2015 706,172, 125,841 7,907,751 4,041,011 1,221,786 14,002,561

Accumulated amortization

Balance at Jan 1, 2014 (461,078) (5,348,057), (2,072,607 (629,527)| (8,511,269
Acquisition of investments -

PT Portugal (428,721) (514,850) (2,155,564) (3,099,135
Amortization expenses (571,298) (359,396) (169,982) (392,628) (1,493,304
Write-offs 1,433 11,673 26,373 39,479
Transfer (28,171) (26,246) (7,£70) (89,734) (152,121)
Foreign exchange

differences (260) 260
Transfers to assets held for

sale 489,838 578,878 177,952 2,378,692 3,625,360

Balance in 2014 (459,645) (5,874,996) (2,394,221 (862,128)| (9,590,990
Merger of subsidiaries (1,276) (1,276)
Amortization expenses (662,068) (285,957) (160,499)| (1,108,524

Balance in 2015 (459,645) (6,538,340) (2,680,178 (1,022,627) (10,700,790

Intangible assets, net

Balance in 201 154,C74 156,718 1,435,213 1,646,790 298,83 3,690,578

Balance in 201! 246,527 125,841 1,369,411 1,360,€33 199,159 3,301,771

Annual amortization rate

(average) 20% 9% 16%

Goodwill

The Company and its subsidiaries also recognizeigiticarising on the acquisition of investments
based on expected future earnings.

In December 2015, annual impairment tests werewiad based on ten-year discounted cash flow
projections, which is the period in which the gnékpected to recover the investments made when
each business was acquired, by applying an avayameth rate of 11.8% for Pay TV, 6% for
Means of Payment, 13.7% for RIl Internet Providexg for RIl Multimedia, and 3% for Serede,
discount rate of 13.2%, and use of perpetuity-basadunts in the last year. The tests did not show
any impairment losses, as summarized below:

69



Oi S.A. and Subsidiaries

Notes to the Financial Statements

for the Years Ended December 31, 2015 and 2014
(Amounts in thousands of Brazilian reais - R$, unlgs otherwise stated)

Goodwill
allocated to the | Recoverable amount
Cast-generating unit (CGU) Asset balanc CGU valuation basis Value in use
Pay TV 46,723 37,690 84,413 2,376,108
Means of payment 69,982 36,211 106,193 168,784
RIl Internet service provid 42,898 72,828 115,72€ 393,296
RIl multimedia 156,37 7,345 163,715 600,790
Serede (i) 10,260 92,453 102,713 318,338
Total 326,233 246,527 572,760 3,857,316

(i) In October 2015, Serede, a Company indirecisglidry, acquired and merged the operations of fiefe in the State of Rio de
Janeiro. Telemont will keep providing the exterpkint services in the other states where it haarangrship with the Company. The
acquisition of the assets and liabilities of Telamm the State of Rio de Janeiro was recognizédguthe acquisition method, as
established by CPC 15 and IFRS 3, taking into agcthe fair value of the identifying assets andiliies, and determined goodwill
arising on the acquisition amounting to R$92,453.

16.  TRADE PAYABLES
COMPANY CONSOLIDATED
2015 2014 2015 2014
Infrastructure, network and plant maintenance rter 222,451 218,879 1,282,493 1,708,777
Service: 978,224 828,806 3,059,394 1,985,629
Rental of polls and rights-of-way 120,060 274,261 341,143 422,423
Othel 67,795 75,664 321,803 219,737
Total 1,388,520 1,397,610 5,004,833 4,336,566
17. BORROWINGS AND FINANCING
Borrowings and financing by type
COMPANY CONSOLIDATED
Maturity (principal TIR
2015 2014 2015 2014 and interest) %
Senior notes 11,163,801 8,750,141 38,670,111 12,737,364
Local currency 1,090,716 1,136,801] 1,090,716 1,136,801 Dec 2015to Sep 201  11.62
Foreign currenc 10,C73,C85 7,613,340 | 37,579,395| 11,600,563 | Dec 2015 to Fe 202z | 15.24
Financial institutions 5,196,600 3,167,440 17,540,795 15,778,442
CCB — Bank Credit Note 1,310,573 2,416,314 4,503,810 Dec 2015toJan 2028 12.08
Certificates of Real Estate
Receivables (CRI) 450,263 482,302| 1,397,504 1,496,674 Dec 2015 to Aug 2022 14.10
Development Banks and Export
Credit Agencies 2,006,070 1,374,565 10,986,710 9,777,958 Dec 2015 to Dec 2038  12.24
Revolver credit facility 2,740,26[7 2,740,267 Dec 2015 to Oct 2016 21.69
Public debentures 4,094,737 7,760,378 4,144,760 7,807,389 Dec 2015 to Jul 2021 11.82
Loan and debentures from
subsidiaries (Note 26) 13,035,521 5,252,853 Dec 2015 to May 2022 16.43
Subtotal 33,490,659 24,930,812 60,355,666 36,323,195
Incurred debt issuance cost (266,783 (289,380)| (498,249)| (473,800)
Total 33,223,876 24,641,432 59,857,417 35,849,395
Current 5,502,425 1,901,051 11,809,598 4,463,728
Non-curren 27,721,451 22,740,381 | 48,047,819| 31,385,667

On June 2, 2015, PT Portugal was sold to Altice. &#\part of the PT Portugal sale process, the
debt of subsidiary PTIF—previously classified asbilities associated to held-for-sale assets—

70



Oi S.A. and Subsidiaries

Notes to the Financial Statements

for the Years Ended December 31, 2015 and 2014
(Amounts in thousands of Brazilian reais - R$, unlgs otherwise stated)

remained with Oi, together with cash in the samewm and was reclassified to the Company’s
debt. The original debt consists basically of EMiMes issued, maturing in 2016-2025.

Debt issuance costs by type

COMPANY CONSOLIDATED
201¢ 201¢ 201¢ 201«
Financial institutions 260,048 258,867 491,514 443,287
Public debenture 6,735 30,513 6,735 30,513
Total 266,783 289,380 498,249 473,800
Curren 60,668 63,711 117,E31 107,695
Non-current 206,115 225,669 380,718 366,105
Breakdown of the debt by currency
COMPANY CONSOLIDATED
201¢ 201« 201¢ 201«
Euro 2,456,578 2,412,691 24,221,504 2,412,691
US dolla 11,074,143 5,217,645| 22,713,644| 12,368,551
Brazilian reais 19,693,155 17,011,096 12,922,269 21,068,153
Total 33,223,87€ 24,641,432 59,857,417 35,849,395
Breakdown of the debt by index
COMPANY CONSOLIDATED
201¢ 201« 201¢ 201«
Fixed rate 11,200,27( 8,765,810 39,892,444 14,146,444
LIBOR 3,625,537 225,€73 8,812,05 2,762,04€
CDI 17,055,791 11,982,478 6,347,119 9,811,490
TJLF 715,605 777,668 3,148,581 5,149,392
IPCA 505,147 2,768,443 1,475,381 3,798,431
INPC 121,13€ 121,158 181,887 181,592
Total 33,223,874 24,641,433 59,857,411 35,849,395

Maturity schedule of the long-term debt and debt isuance costs allocation schedule

Long-term debt Debt issuance costs
COMPANY | CONSOLIDATED COMPANY | CONSOLIDATED
2015
2017 3,595,264 8,495,856 51,676 99,446
201¢ 1,140,311 6,532,989 48,18C 90,€67
2019 2,408,588 7,072,157 44,489 80,698
202( 7,352,25C 14,563,635 37,961 63,127
2021 and following years 13,431,158 11,763,900 23,809 46,780
Total 27,927,567 48,428,537 206,115 380,718
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Description of main borrowings and financing
Senior Notes - foreign and local currency

In June 2015, Oi Holanda issued senior notes inatheunt of €600 million, bearing interest at

5.625% per annum and maturing in 2021, the procekdbich are to be used to refinance Oi's and
its subsidiaries’ debt. Using this issue’s procedéus Company bought back a total of €148 million
in previously issued notes maturing in February&ddearing interest at 5.625% and maturing in
March 2016, bearing interest at 5.242%. Additionathe Company notes maturing in February
2016, bearing interest at 5.625%, the notes maumitMarch 2017, bearing interest at 5.242%, and
the notes maturing in December 2017, bearing istare5.125% were exchanged for newly issued
notes totaling €173 million.

In July 2015, Portugal Telecom International Firei(@TIF) rebought for immediate cancelation
169,793 Notes from holders that opted to exerdiseright to sell the retail bond’s senior notes
issued in July 2012 originally amounting to €400iom.

As at December 31, 2015 the Company held own delentacquired in the market for
approximately US$33 million, which it retains irs iportfolio for cancellation or to be held to
maturity.

Financial institutions
Development Banks and Export Credit Agencies

The Company and its subsidiaries obtained finanfzniijties with BNDES and other development
banks from the North and Northeast regions to fieagind the upgrading of their nationwide fixed
and mobile networks and to meet their regulatofygations and obligations to the Export Credit
Agencies of financing part of the investments inuipment and services that incorporate
international technology. The main export credierzges with that are the Company’s and its
subsidiaries’ counterparties are: SEK — SwedishoBx@orporation; CDB — China Development
Bank; ONDD - Office National Du Ducroire; and FEGnish Export Credit.

In February 2015, US$42.8 million (R$123.2 milliowgere disbursed under a US$ 257 million
financing agreement entered into by the Companyh w@NDD (“Office National Du
Ducroire/Nationale Delcrederedienst”) in March 20t3finance part of our investments.

In March 2015, US$141.3 million (R$461.1 million)ere disbursed under a US$397.4 million
financing agreement entered into by Oi with FinavéiFinnish Export Credit Ltd") in October
2014, to finance part of our investments.

In December 2015, TMAR obtained new credit fa@#tiwith CDB - China Development Bank
totaling US$1,200 million aimed at supporting teéimancing of its debt and the debt of its parent
company Oi and financing the purchase of equipraedtservices from Huawei Technologies. The
US$632.5 (R$2,515 million) was disbursed.
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Revolver credit facility

Disbursements from the revolver credit facilityemed into by Oi with Citigroup Global Markets
Inc., HSBC Securities (USA) Inc. Merril Lynch, Rier Fenner & Smith Incorporated, and RBS
Securities Inc. included US$1,000 million in OctoB611, and US$300 million (R$955.7 million)
and US$400 million (R$1,167.7 million), in May 2048d April, respectively. These amounts are
intended to provide working capital to Oi and ibsidiaries or for other purposes in general.

In September 2015, the Company prepaid the toshludsed amounting to R$1,300 million of the
revolver credit facility raised with a syndicateadfmmercial banks, consisting of Banco do Brasil,
Bradesco, HSBC, and Santander. This facility tdg#4,500 million.

Public debentures

In 2015, the Company rebought and immediately diettehe following publicly distributed
nonconvertible, unsecured debentures: (1) 38,968rdares of the®Issue 1 Series; (2) 155,713
debentures of the™dssue 2 Series; (3) 24,002"5Issue debentures of th& Bsue ¥ Series, and
(4) 100 debentures of th& Ksue.

Guarantees

BNDES financing facilities are collateralized byceévables of the Company and its subsidiaries
TMAR and Oi Movel. The Company provides guarantees subsidiaries TMAR and Oi Mdvel
for such financing facilities, totaling R$2,684 laih.

Beginning May 5, 2014, the outstanding EMTN notésubsidiary PTIF have been guaranteed by
Oi no amounting to R$19,228.

Covenants

The financing agreements of the Company and swr@di TMAR and Oi Mével with the BNDES
and other financial institutions, and the debemtussued contain covenants that require the Oi
and/or TMAR, as applicable, to maintain certairafinial ratios. Compliance with these covenants
is determined either on a quarterly or an annusisbdepending on the financing agreement.

In 2015, Oi obtained temporary waivers from creditbenefiting from financial covenants that
require Oi to maintain specified ratios of totabgg debt-to-EBITDA. Under these waivers, Oi was
required to maintain a total gross debt-to-EBIT®#ig of no more than 6.00:1.00 during the waiver
period, which expired on December 31, 2015.

Also in 2015, Oi obtained additional temporary vea®/ from creditors under most of its financing
agreements benefiting from financial covenants irggu Oi to maintain specified ratios of total
gross debt-to-EBITDA. Under these waivers, Oi weguired to maintain a net debt-to-EBITDA of
6.00:1.00 during the waiver period. Most of thessivars cover each measurement date through
December 31, 2016, although several of these wai@ver shorter periods. The Company intends
to seek additional waivers covering each measurehete through December 31, 2016 from the
creditors that have not provided waivers for eaelasnrement date through December 31, 2016.
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In addition, most of the temporary waivers in efffieer 2016 require Oi to use the net proceeds from
the sale of PT Portugal to reduce its debt or nadauisitions as part of the consolidation of the
Brazilian telecommunications industry.

Upon the closing of the financial statements fa ylear ended December 31, 2015 there was no
noncompliance event under any of the Company'snfiied ratio covenants that would permit the
acceleration of the maturity of other debts.

Committed and unused credit facilities
In December 2014 the Company signed a financingeagent with Banco do Nordeste do Brasil

(BNB) in the amount of R$370.6 million to financarp of the investments in the Northeast of
Brazil. There was no disbursement from this faciiit date.

18. DERIVATIVE FINANCIAL INSTRUMENTS

COMPANY CONSOLIDATED
2015 2014 2015 2014
IAsset:
Currency swaps 5,258,200 2,113,061 6,805,084 2,871,904
Interest rate swa 1,327 445,740 196,C17
Non-deliverable forwards (NDF 101,€23 141,C72 102,329 153,560
Options 33,550 33,550
Total 5,293,673 2,255,46C 7,386,703 3,221,481
Current 103,537 141,096 606,387 340,558
Non-curren 5,290,13€ 2,114,364 6,780,316 2,880,823
Liabilities
Currency swag 1,151,89¢€ 326,32¢ 1,197,157 413,573
Interest rate swaps 591,862 233,643 594,433 241,138
Non-deliverable forward(NDFs; 635,815 11,864 686,438 12,211
Options 32,265 32,265
Total 2,411,838 571,836 2,510,343 666,922
Curren 1,690,443 444 10€ 1,288,248 523,851
Non-current 521,395 127,730 521,395 142,971
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19. LICENSES AND CONCESSIONS PAYABLE

COMPANY CONSOLIDATED
2015 2014 2015 2014
SMP 905,601 1,238,209
STFC concessiol 40,C52 12,93€ 123,731
Total 40,052 918,537 1,361,940
Curren 40,052 911,2€3C 675,865
Non-current 6,607 685,975

Licenses and concessions payable corresponds tarttmnts payable to ANATEL for the
radiofrequency concessions and the licenses toidgeothe SMP services, and STFC service
concessions, obtained at public auctions.

The payment schedule is as follows:

CONSOLIDATED
2016 911,930
2017 3,147
2018 3,147
2019 313
Total 918,537

20. TAX REFINANCING PROGRAM

The outstanding balance of the Tax Debt RefinanBirogram is broken down as follows:

COMPANY CONSOLIDATED
2015 2014 2015 2014
Law 11941/09 and Law 12865/2013 tax financing progr 475,319 515,581 791,696 983,904
REFIS II- PAES 4,336 4,33€ 3,392 6,32€
Total 479,655 519,617 795,(88 990,23C
Current 42,694 52,590 78,432 94,041
Non-curren 436,961 467,327 716,656 896,18¢
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The amounts of the tax refinancing program createter Law 11941/2009, divided into principal,
fine and interest, which include the debt declaatthe time the deadline to join the program was
reopened as provided for by Law 12865/2013 and 12996/2014, are broken down as follows:

CONSOLIDATED
2015 2014
Principal Fines Interest Total Total
Tax on revenue (COFINS) 176,567 6,762 203,899 387,228 563,846
Income ta: 42,576 4,201 54,120 100,897 119,447
Tax on revenue (PIS) 64,756 1,266 38,116 104,138, 102,598
Social security (INS+ SAT) 527 2,675 6,679 9,881 13,852
Social contribution 10,414 1,362 13,874 25,651 30,985
Tax on banking transactions
(CPMF) 19,19p 2,156 26,954 48,311 39,717
Othel 44,816 5,238 68,828 118,£82 119,785
Total 358,951 23,66( 412,474 795,088 990,230
The payment schedule is as follows:
COMPANY CONSOLIDATED
201¢ 42,694 78,432
2017 54,301 90,010
201¢ 54,301 90,C10
201¢ 54,301 90,C10
2020 54,301 90,010
2021 to 202 162,902 270,C30
2024 to 2025 56,854 86,586
Total 479,655 795,(88

The tax refinancing plans under Law 11941/2009 aad/ 12865/2013 are divided into 180
monthly installments. Companies are required taenthe timely payment of all the installments
and will be excluded from the program if they hateee installments outstanding, whether
consecutive or otherwise, or fail to pay one istaht, if all the others have been paid.

The Company's and its subsidiaries’ debts inclubtedaid tax refinancing programs are divided
into several types of debts, determined by thereafsocial security or otherwise) and agency
responsible for the management of the related @étber the Brazilian Federal Revenue Service, or
RFB, or the National Treasury Attorney General’'§icaf or PGFN).

To date, the Company is aware of the consolidatibsome of these types of tax refinancing
programs, while other are still being consolidalgdthe RFB or the PGFN and are, therefore,
subject to confirmation of the amounts payablengidllments and outstanding balances.

Regarding the installment plans already verifiedh®ytax authorities, the Company was notified of
the acceptance of revision request filed by on¢hef Company’s subsidiaries to exclude debts
previously settled, resulting in a significant retlon of the outstanding balances related to one of
the types of tax refinancing programs. Thus, then@any made some accounting adjustments to
adjust the corresponding balances of the line iteimsre such obligations were recognized to the
amount verified by the RFB at the end of the cddatibn revision procedure, resulting in the
reversal of liabilities previously amounting to R81541.
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The Company and some of its subsidiaries’ joined ritbw tax installment program governed by
Article 2 of Law 12996/2014, under which they caliide federal tax debts past due through
December 31, 2013. In its application to the neagpm, the Company elected to pay its debt in
30 monthly installments.

In November 2014 the balances of the tax instaltnpdems entered into by the Company and its
subsidiaries under Article 2 of Law 12996/2014 wieiléy settled as provided for by Article 33 of
Law 13043/2014, i.e., the companies offset thein aax loss carryforwards against 70% of their
tax debts R$256,118 in Company and R$302,014 amsotidated basis, and settled the remaining
30% of R$109,765 in Company and R$129,435 on adtiolased basis in cash. The Company and
its subsidiaries complied with all the requiremesgs out in said Law and the administrative order
that regulated its enforcement and the relatedlishess including the payment of amounts that had
to be paid in cash, while the utilization of taxsdocarryforwards is still subject to analysis and
confirmation by the Federal Revenue Service.
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21. PROVISIONS

Broken down as follows:

COMPANY CONSOLIDATED
Type 201t 201« 201¢ 201<
Labor
(1) Overtime 227,674 258,C72 329,£1C 471,50€
(ii) Sundry premiurnr 46,685 56,054 110,664 131,663
(iii) Indemnities 55,558 71,460 99,607 152,113
(iv) Stability/reintegratio 65,005 73,958 97,783 126,C7C
(V) Additional post-retirement benefits 55,131 54,080 70,942 83,417
(vi) Salary differences and related efft 28,332 31,71¢ 38,C13 52,852
(vii) Lawyer/expert fees 14,3640 17,891 25,291 29,382
(viii) Severance pi 6,045 6,81C 15,C16 20,235
(ix) Labor fines 3,786 3,981 10,275 15,562
(x) Employment relationsh 16€ 24¢ 6,667 5,717
(xi) Severance Pay Fund (FGTS) 4,530 5,822 6,694 9,359
(xii) Joint liability 483 85C 61C 1,581
(xiii) Other claims 22,80% 31,990 38,105 55,267
Total 530,76C 612,C3€ 849,477 1,155,C24
Tax
(i) State VAT (ICMS 30,647 92,292 308,144 363,025
(ii) Tax on services (ISS) 131 536 71,201 71,666
INSS (joint liability, fees, and severance
(iii) pay) 386 3,634 29,394 31,735
(iv) Tax on net income (ILL 6,682 20,691
(V) Other claims 14,314 2,360 76,736 45,504
Total 45,778 98,822 492,357 532,621
Civil
(1) Corporate 1,111,74p 1,549,525 1,111,742 1,549,525
(i) ANATEL 345,045 328,900 1,148,621 1,104,163
(iii) Small claims cour 208,131 148,122 361,474 282,208
(iv) Other claims 189,08p 203,767, 471,295 508,226
Total 1,854,C07 2,230,314 3,093,132 3,444,123
Total provisions 2,430,545 2,642,072 4,434,266 5,131,768
Current 622,213 637,244 1,020,994 1,058,521
Non-curren 1,808,332 2,304,828 3,413,972 4,073,247

In compliance with the relevant Law, the provisiamne adjusted for inflation on a monthly basis.
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Breakdown of contingent liabilities, by nature

The breakdown of contingent liabilities with a pbts unfavorable outcome and, therefore, not
recognized in accounting, is as follows:

COMPANY CONSOLIDATED
2015 2014 2015 2014
Labol 425,753 540,345 779,776 1,C82,€77
Tax 5,480,219 5,505,144 24,047,529 21,059,009
Civil 377,159 358,735 1,238,279 1,146,745
Total 6,283,131 6,404,224 26,065,584 23,288,431
Summary of movements in provision balances
COMPANY
Labor Tax Civil Total
Balance at Jan 1, 2014 596,448 130,831 2,704,473 3,431,752
Inflation adjustmer 44,23€ (367 71,C43 114,€12
Additions/(reversals) 68,822 (4,825) (16,729) 47,268
Write-offs for payment/terminatiol (96,£70) (26,817)| (528,473) (651,860)
Balance in 2014 612,936 98,822 2,230,314 2,942,072
Merger of TmarPa 5,397 5,397
Inflation adjustment (7,185) (18,455) 98,223 72,583
Additions/(reversal: (20,791) (1,675) 170,187 147,421
Write-offs for payment/terminations (54,200) (38,011) (644,717 (736,928)
Balance in 201 530,76C 45,778 1,854,C07 2,430,545
CONSOLIDATED
Labor Tax Civil Total
Balance at Jan 1, 2014 1,142,274 640,372 3,833,671 5,616,317
Acquisition of investment- PT Portuge 7,471 86,198 48,C40 141,709
Inflation adjustment 147,825 (29,680) 115,131 233,276
Additions/(reversals) 116,230 13,895 340,472, 470,597
Write-offs for payment/terminatiol (250,830) (82,593) (848,190)| (1,181,€13)
Foreign exchange differences 5 69 36 110
Liabilities on hel-for-saleasset (7,651) (95,€40) (45,C37) (148,628)
Balance in 2014 1,155,024 532,621 3,444,123 5,131,768
Merger of TmarPariand subsidiarie 6,987 6,130 78E 13,602
Inflation adjustment (15,016) 33,053 158,260 176,297
Additions/(reversal: (113,€36) 44,325 635,928 566,617
Write-offs for payment/terminations (183,882) (123,772) (1,145,964) (1,453,618
Balance in 201! 849,477 492,357 3,093,132 4,434,966

Pursuant to our legal counsel's assessments armdl lmsmore complete historic information, we
revised the likelihood of unfavorable outcome dded of labor lawsuits to which the Company is
jointly and severally liable to remote, resultimga decrease in the previously recognized amount.
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We revised the methodology used to calculate tbeigions for losses in civil lawsuits—corporate
lawsuits involving the financial participation agreents, including statistical techniques, as altresu
of the higher experience accumulated in the mafiee. change in estimates generated a R$325,709
reversal in the provisions for civil contingenciesesporate—in parent and on a consolidated basis,
recognized in other operating income (expenses), ne

Summary of the main matters related to the recognizd provisions and contingent liabilities
Provisions
Labor

0] Overtime - refers to the claim for payment of saland premiums for alleged overtime
hours;

(i) Sundry premiums - refer to claims of hazardous durgmium, based on Law 7369/85,
regulated by Decree 93412/86, due to the allegad from employees’ contact with the
electric power grid, health hazard premium, pagst, pnd transfer premium;

(i) Indemnities - refers to amounts allegedly due focupational accidents, leased vehicles,
occupational diseases, pain and suffering, andéenu

(iv) Stability/reintegration - claim due to alleged nompliance with an employee’s special
condition which prohibited termination of the emylrent contract without cause;

(V) Supplementary retirement benefits - differencesgaitily due on the benefit salary referring
to payroll amounts;

(vi) Salary differences and related effects - refer ipaim claims for salary increases due to
alleged noncompliance with trade union agreemehssfor the effects, these refer to the
impact of the salary increase allegedly due ondtfer amounts calculated based on the
employee’s salary;

(vii)  Lawyers/expert fees - installments payable to tlaénfiffs’ lawyers and court appointed
experts, when necessary for the case investigatiarhtain expert evidence;

(viii) Severance pay - claims of amounts which were allggenpaid or underpaid upon
severance;

(ix) Labor fines - amounts arising from delays or nompemyt of certain amounts provided for by
the employment contract, within the deadlines setiroprevailing legislation and collective
bargaining agreements;

(x) Employment relationship - lawsuits filed by outsmed companies’ former employees
claiming the recognition of an employment relatidpswith the Company or its subsidiaries
by alleging an illegal outsourcing and/or the estise of elements that evidence such
relationship, such as direct subordination;
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(xi)

(xii)

(xiii)

Tax

(i)

(ii)

(iii)

(iv)

v)

Supplement to FGTS fine - arising from understatdihtion, refers to claims to increase
the FGTS severance fine as a result of the adjudtmieaccounts of this fund due to
inflation effects.

The Company filed a lawsuit against Caixa Econ0rhiederal to assure the reimbursement
of all amounts paid for this purpose;

Joint liability - refers to the claim to assignHility to the Company, filed by outsourced
personnel, due to alleged noncompliance with thterla labor rights by their direct
employers;

Other claims - refer to different litigation incliad) rehiring, profit sharing, qualification of
certain allowances as compensation, etc.

ICMS - Refers to the provision considered suffitibgp management to cover the various
tax assessments related to: (a) levy of ICMS and$® on certain revenue; (b) claim and
offset of credits on the purchase of goods andrattpmuts, including those necessary for
network maintenance; and (c) tax assessments detatealleged noncompliance with
accessory obligations.

ISS - the Company and TMAR have provisions for tesessment notices challenged
because of the levy of ISS on several value adetinical, and administrative services,
and equipment leases.

INSS - Provision related basically to probables&sson lawsuits discussing joint liability
and indemnities.

ILL - TMAR offset the ILL paid up to calendar 199#hsed on Federal Supreme Court
(“STF") decisions that declare the unconstitutidigabf this tax. However, even though
there is case law on the matter, a provision isitaaied, as there is no final decision of the
criteria for the adjustments of these credits.

Other claims - Refer basically to provisions to @oRReal Estate Tax (IPTU) assessments
and several tax assessments related to incomadasoaial contribution collection.
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Civil

(i)

Corporate — Financial Participation Agreements eséh agreements were governed by
Administrative Rules 415/1972, 1181/1974, 1361/1883/1990, 86/1991, and 1028/1996.
Subscribers held a financial interest in the cosicesire after paying in a certain amount,
initially recorded as capitalizable funds and sabsatly recorded in the concessionaire’s
equity, after a capital increase was approved bystiareholders’ meeting, thus generating
the issuance of shares. The lawsuits filed agathst former CRT - Companhia
Riograndense de Telecomunicagfes, a company addgoyrehe Company, challenge the
way shares were granted to subscribers basedafirsaicial participation agreements.

The Company used to recognize a provision for tsle aof unfavorable outcome in these
lawsuits based on certain legal doctrine. Durin@®0however, decisions issued by
appellate courts led the Company to revisit the arhaccrued and the risk classification of
the relevant lawsuits. The Company, consideringiaisly the peculiarities of each
decision and based on the assessment made bygébk department and outside legal
counsel, changed its estimate on the likelihoodrotinfavorable outcome from possible to
probable. In 2009, the Company’'s management, basedhe opinions of its legal
department and outside legal counsel, revised thasarement criteria of the provision
related to the financial interest agreements. Sadision contemplated additional
considerations regarding the dates and the argesmehtthe final and unappealable
decisions on ongoing lawsuits, as well as the Usetatistical criteria to estimate the
amount of the provision for those lawsuits. The @any currently accrues these amounts
mainly taking into consideration (i) the criteribcae, (ii) the number of ongoing lawsuits
by matter discussed, and (iii) the average amofirdtisiorical losses, broken down by
matter in dispute. In addition to these criteria,2013 the courts recognized, in several
decisions, the enforcement of the twenty-year sattilimitations for the lawsuits that met
this criterion and the Company, based on the opimbits in-house and outside legal
counsel, understands that the likelihood of los®msote. Therefore, it is not necessary to
set up a provision.

At the end of 2010, the website of the Superiorr€ofiJustice (STJ) disclosed news that
this court had set compensation criteria to be bpy the Company to the benefit of the
shareholders of the former CRT for those cases steves, possibly due, could not be
issued because of the sentence issued. Accorditigstoourt judgment news, which does
not correspond to a final decision, the criteriastmioe based on (i) the definition of the
number of shares that each claimant would be edtitheasuring the capital invested at the
book value of the share reported in the companyathiy trial balance on the date it was
paid-in, (i) after said number of shares is deteed, it must be multiplied by its quotation
on the stock exchange at the closing of the tradmgthe final and unappealable decision
is issued, when the claimant becomes entitledlt@sedisposed of the shares, and (iii) the
result obtain must be adjusted for inflation (IRG@?IC) from the trading day of the date of
the final and unappealable decision, plus legare#t since natification. In the case of
succession, the benchmark amount will be the stwaket price of the successor company.
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(ii)

Based on current information, management belieVed its estimate would not be
materially impacted as at December 31, 2015, hadetlcriteria already been adopted.
There may be, however, significant changes in tems above, mainly regarding the
market price of Company shares.

ANATEL - refers basically to alleged noncomplianedéth General Universal Service
Targets Plan (“PGMU"), General Quality Targets PIGRGMQ”"), and the Quality
Indicators Regulation (“RIQ") obligations;

In December 2013, ANATEL approved Resolution 62980 which approves the
Regulation for the execution and monitoring of Baicy Adjustment Agreements (TAC).
The TAC that allow telecommunications operatorsefguest, in the context of proceedings
for which no final and unappealable decision haenbiesued at the administrative level by
ANATEL, that such fines be settled through invesitsan infrastructure, with additional
incentives for projects in underdeveloped areathmugh direct benefits to consumers, as
well as the revision of the policies that resultedsaid fines. In April 2015, Oi filed a
proposal containing (a) corrective actions for agpnately 500 policies that covers almost
all the main reasons for the regulatory penaltigzoised by ANATEL and (b) an “additional
commitment” to offset Oi's contingencies fallingthin the scope of the TAC.

Since then, ANATEL is assessing and discussingctivgent of this proposal with Oi, in

compliance with the formalities provided for undbe TAC, to meet the premises that
drove the approval of this Regulation. Currenthe TAC negotiation process is at its final
stage and we expect to sign the agreements on tdalvBervice and Quality targets in the
coming months. Up to December 31, 2015, the prangedeing judged by ANATEL and

discussed in the context of the TAC totaled appnately R$5 billion, consisting of fines at
several procedural stages—approximately R$3 bililofines imposed and R$2 billion in

estimated fines.

If Oi fails to comply with its commitments set forin the TAC or discharge the obligations
established by ANATEL regulations, it will be sutfj¢o penalties, such as: warnings, fines,
and, in a worst case scenario, ANATEL's intervemtitemporary suspensions of services,
or cancellation of its concessions and licensethdf TAC does not provide for a specific
policy, the related administrative proceeding nesuto the ordinary review proceeding,

where Oi will discuss with ANATEL its nature and awmts involved, as well as the

implementation of corrective measures, if necessary

In 2015, ANATEL revised the penalization methoda@ésgconcerning the main types of
infractions, notably User Rights and GuaranteesaliQu(targets and indicators), and
Station Licensing, and initiated a Public Hearimggess for the revision of the Universal
Service and Barriers to Inspections methodolog@®s.and the other industry players
contributed to the Public Consultations conductgd ANATEL on these matters by

emphasizing the need for improvement that can it to penalty fairness that ensures
the educational nature of penalties and the ecandeasibility of the operators, thus
reducing disputes in courts and favoring the exjpan®f industry investments. As at
December 31, 2015, the Company had fines outselgutisdiction of ANATEL that were

determined under the former penalty calculationhm@blogy and are being discussed in
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courts. The Company disagrees and is challengimgesof the alleged noncompliance
events, and is also challenging the unfairnessi@famount of some imposed fines in light
of the pinpointed noncompliance event.

(i) Small claims courts - claims filed by customers Wdrich the individual indemnification
compensation amounts do not exceed the equivdldéottp minimum wages; and

(iv) Other claims - refer to several ongoing lawsuitatieg to contract terminations, certain
agencies requesting the reopening of customercgeogénters, compensation claimed by
former suppliers and building contractors, in laitsstiled by equipment vendors against
Company subsidiaries, revision of contractual teramsl conditions due to changes
introduced by a plan to stabilize the economy, lgigé&tion mainly involving discussions on
the breach of contracts, to which management andegal counsel attribute a probable
likelihood of an unfavorable outcome, etc.

Contingent liabilities

The Company and its subsidiaries are also padisg\veral lawsuits in which the likelihood of an
unfavorable outcome is classified as possiblehéndpinion of their legal counsel, and for which no
provision for contingent liabilities has been recizgd.

The main contingencies classified with possiblelifood of an unfavorable outcome, according to
the Company’s management’s opinion, based on gt leounsel's assessment, are summarized
below:

Labor

Refer to several lawsuits claiming, but not limited the payment of salary differences, overtime,

hazardous duty and health hazard premium, andljahitity, which total approximately R$779,776

(R$1,082,677 in 2014).

Tax

The main ongoing lawsuits have the following matter

® ICMS - several ICMS assessment notifications, idiclg two main matters: ICMS levied on
certain revenue from services already subject ® dBwhich are not part of the ICMS tax
base, and utilization of ICMS credits claimed oa pgurchase of goods and other inputs, in
the approximate amount of R$10,144,485 (R$7,534i42014);

(i) 1SS - alleged levy of this tax on subsidiary telaowunications services and discussion
regarding the classification of the services takgahe cities listed in Supplementary Law

116/2003, amounting approximately to R$2,908,0382(B88,849 in 2014);

(i) INSS - tax assessments to add amounts to the lootivm salary allegedly due by the
Company, amounting approximately to R$1,029,476,8% in 2014); and
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(iv) Federal taxes - several tax assessment notificatiegarding basically the disallowances
made on the calculation of taxes, errors in theptetion of tax returns, transfer of PIS and
COFINS and FUST related to changes in the intesficet of these taxes tax bases by
ANATEL. These lawsuits amount approximately to F6%,543 (R$9,919,745 in 2014).

Civil

The main ongoing lawsuits do not have any courisitat which has been issued, and are primarily
related, but not limited to, challenging of netwarkpansion plans, compensation for pain and
suffering and material damages, collection lawsudtsd bidding processes. These lawsuits total
approximately R$1,238,279 (R$1,146,745 in 2014).

Guarantees

The Company has bank guarantee letters and guaramtarance granted by several financial
institutions and insurers to guarantee commitmanitsing from lawsuits, contractual obligations,

and biddings with ANATEL. The total adjusted amowfitcontracted guarantees and guarantee
insurance, effective at December 31, 2015, corredpdo R$5,394,597 (R$5,816,071 in 2014),
Company, and R$15,577,522 (R$16,488,245 in 2014)a @onsolidated basis. The commission
charges on these contracts are based on market rate

22. OTHER PAYABLES

COMPANY CONSOLIDATED

2015 2014 2015 2014
Unearned revenu 509,65C 632,669 1,990,577 2,388,08¢€
Advances from customers 223,292 95,036 767,905 635,681
Capital increase in subsidiaries obligations (N8 2,125,20(
Provisions for indemnities payable (Note 28) 668,63 668,534
Payable for the acquisition of equity interest 23D, 408,978 382,230 408,978
Provision for equity deficiency (Note 13) 314,180
Payables to subsidiary (Note 13) 121,618
Consignation to third parties 12,480 9,785 43,160 43,062
Provision for asset decommissioning 6,076 5,839 15,437 14,835
Other 291,039 183,768 356,088 46,229
Total 4,654,299 1,336,075 4,223,931 3,536,871
Current 2,753,145 347,650 1,219,624 1,021,719
Non-current 1,901,154 988,425 3,004,307 2,515,152
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23. EQUITY
€) Share capital

Subscribed and paid-in capital is R$21,438,374 (428,220 at December 31, 2014), represented
by the following no-par value shares:

Number of shares (in thousands
2015 2014

Total capital in shares
Common shares 668,034 286,155
Preferred shares 157,727 572,317
Total 825,761 858,474
Treasury shares
Common shares 148,282 8,425
Preferred shar 1,812 7,281
Total 150,094 15,706
Outstanding shares
Common shares 519,752 277,730
Preferred shares 155,915 565,036
Total outstanding share: 675,667 842,76€

The Company is authorized to increase its capitdbeua Board of Directors’ resolution, in common
and preferred shares, up to the share capitahgeili R$34,038,701,741.49, within the legal ceiling
of 2/3 for the issuance of new nonvoting prefeskdres.

By resolution of the Shareholders’ Meeting or BoafDirectors’ Meeting, the Company’s capital
can be increased by capitalizing retained earnimgeserves previously set up for this purpose by
the Shareholders’ Meeting. Under these conditidhs, capitalization can be made without any
change in the number of shares.

Capital is represented by common and preferreceshaith nono par value. The Company is not
required to maintain the current proportion of comnnio preferred share on capital increases.

By resolution of the Shareholders’ Meeting or theaRl of Directors, the preemptive right on
issuance of shares, warrants or convertible delEnttan be cancelled in the cases provided for in
Article 172 of the Brazilian Corporate Law.

On February 25, 2015 the Board of Directors apmiaveapital increase of R$154 without the issue
of new shares, through the capitalization of the&tment reserve.

In October 2015, the voluntary conversion of Conyppreferred shares into common shares was
completed (Note 1).

On August 12, 2015, ANATEL granted a license tocpes with the capital reduction to offset the

accumulated losses amounting to R$4,024,184. Thap@ny has not yet conducted this capital
reduction.
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(b)

Treasury shares

Treasury shares as at December 31, 2015 origirmate the corporate events that took place in the
first quarter of 2015, the second quarter of 2@} the first half of 2012, described below:

(i)

(ii)

(iii)
(iv)

v)

on February 27, 2012, the Extraordinary Sharehsldgieeting of Oi S.A. approved the
Merger Protocol and Justification of Coari with antb the Company and, as a result, the
cancelation of the all the treasury shares heltheyCompany on that date;

on February 27, 2012, the Extraordinary Sharehsldgieeting of Oi S.A. approved the

Merger Protocol and Justification of TNL with amitd the Company, and the Company’s
shares then held by TNL, as a result of the mes§&oari with and into the Company, were
canceled, except for 24,647,867 common sharesdhetined in treasury;

starting April 9, 2012, Oi paid the reimbursemeisimares to withdrawing shareholders.

As a result of the Company’s capital increase apgutdy the Board of Directors on April 30
and May 5, 2014, and due to subscription made laydPlin PT Portugal assets, R$263,028
was reclassified to treasury shares.

Under the exchange agreement entered into withoPloar September 8, 2014 (Note 29),
approved at Pharol's extraordinary shareholderseting, by the CVM, and at Oi's
extraordinary shareholders’ meeting, on March 3M2the Company conducted a share
exchange under which Pharol delivered to PTIF @reh divided into 474,348,720 OIBR3
shares and 948,697,440 OIBR4 shares (47,434,87204)869,744 after the reverse stock
split, respectively); in exchange, the Companyveetid Rio Forte securities to PT SGPS, in
the total principal amount of R$3,163 million (€89ilion).

The treasury shares position corresponding to if@m@i) and (iii) referred to above, not takimgo
consideration item (iv) because this refers tocassification derived from cross-shareholdings, is

as follows:
Common Preferred
shares (*) Amount shares (*) Amount
Balance at Jan 1, 2014 84,251 880,378 72,808 1,224,146
Reverse share split (75,826) (65,527)
Balance in 201 8,425 880,378 7,281 1,224,14€
Share exchany 47,435 1,054,513 94,870 2,109,02€
Share conversion 92,422 (100,339
Balance in 2015 148,282 1,934,891 1,812 3,333,172
(*) Number of shares in thousands
Historical cost in purchase of treasury shares (Rper share) 2015 2014
Weighted average 13.40 13.40
Minimum 3.79 3.79
Maximum 15.25 15.25

87



Oi S.A. and Subsidiaries

Notes to the Financial Statements

for the Years Ended December 31, 2015 and 2014
(Amounts in thousands of Brazilian reais - R$, unlgs otherwise stated)

Fair value of treasury shares

The fair value of treasury shares at the end ofdperting period was as follows:

2015 2014
Preferred Common Preferred Common
shares shares shares shares
Number of treasury shares (in thousa 1,812 148,282 7,281 8,425
Quotation per share on BOVESPA (R$) 1.95 2.4 861 159
Market value 3,533 355,877 62,689 77,089

The table below shows the deduction of the amofitreasury shares from the reserve used in the

repurchase:

2015 2014
Carrying amount of capital reserves 7,016,003 3,977,623
Treasury shart (5,531,092) (2,367,552)
Balance, net of treasury shares 1,484,911 1,610,071

(©) Capital reserves
Capital reserves are recognized pursuant to thanfivlg practices:

Special merger goodwill reserve: represents theanmunt of the balancing item to goodwill
recorded in assets, as provided for by CVM Insitonc819/1999.

Special merger reserve: net assets: representéi) the net assets merged by the Company under
the corporate reorganization approved on Februarg@12 amounting to R$2,309,296; (ii) the net
assets merged with and into the Company upon tiganef TmarPart approved on September 1,
2015 amounting to R$122,412 include, primarily, B$29 in Cash and cash equivalents,
R$112,961 in Deferred taxes, and R$11,166 in Bamgsy pursuant to the provisions of CVM
Instruction 319/1999 (Note 1).

Regarding TmarPart's net assets, as at June 3B, T20&rPart’'s recognized in its balance sheet a
gain on property, plant and equipment and intaegéssets appreciation amounting to R$6,347
million, net of taxes. Based on the events thatized between June 30, 2015 and the merger date,
September 1, 2015, the external technical opinmim®ined by the Company, and taking into
account the lack of a specific accounting standardnergers of entities under common control in
the International Financial Reporting StandardsR$s”) and the accounting practices adopted in
Brazil, and the existence of interpretations intiigathat upon a merger maintaining or reversing
an asset appreciation gain is an accounting poltipn, the Company did not recognize said asset
appreciation gain in its balance sheet. As presdritty ICPC 09 (R2), paragraphs 77 and 78 and
CVM Instruction 319/1999, the Company filed witletEVM a technical inquiry and no reply had
been obtained by the date these financial statenveerte approved. The Company reports herein
that the recognition of the asset appreciation gaiits balance sheet as at December 31, 2015
would increase of total assets and equity by R®L8#llion and R$1,233 million, respectively, and
decrease profit for the year ended December 355 B R$R$4,993 million, net of taxes, basically
as a result of the relevant amortization for tharygR$234 million) and the recognition of an
impairment loss (R$4,759 million), net of taxes.
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Investment grant reserve: recognized due to thesinvent grants received before the beginning of
FY 2008 as a balancing item to an asset receivatidoompany.

Law 8200/91 special inflation adjustment reservecognized due to the special inflation
adjustments to capital assets, the purpose of whiahto offset distortions in inflation adjustment
indices prior to 1991.

Interest on works in progress: consists of therizatey item to interest on works in progress inadirre
through December 31, 1998.

Other capital reserves: consist of the funds irag#t income tax incentives before the beginning of
FY 2008.

(d) Profit reserves
Profit reserves are recognized pursuant to thewatlg practices:

Legal reserve: allocation of 5% of profit for theay up to the limit of 20% of capital. This
allocation is optional when the legal reserve phes capital reserves exceeds 30% of capital. This
reserve is only used for capital increases or bftsses.

Investments reserve: consists of the balancesafit for the year, adjusted pursuant to Article 202
of Law 6404/76 and allocated after the payment igiddnds. The profits for the year used to
recognize this reserve were fully allocated asimeth earnings by the related shareholders’
meetings in light of the Company’s investment budmed in accordance with Article 196 of the
Brazilian Corporate Law.

On February 25, 2015, the Board of Directors appdathe capitalization of the investment reserve
balance totaling R$1,933,354, as follows: (i) R$164capital increase and (i) R$1,933,200 to
recognize the capital reserves, without the is$uew shares.

(e) Dividends and interest on capital

Dividends are calculated pursuant to the CompaBykws and the Brazilian Corporate Law.
Mandatory minimum dividend are calculated in acaeok with Article 202 of Law 6404/76, and
preferred or priority dividends are calculated pargt to the Company’s Bylaws.

Preferred shares are nonvoting, except in the cgsmfied in paragraphs 1-3 of Article 12 of the
Bylaws, but are assured priority in the paymenthef noncumulative minimum dividends equal to
the higher of 6% per year of the amount obtainedlilriding capital stock by the total number of
shares of the Company or 3% per year of the amoluained by dividing book equity by the total
number of shares of the Company.

By decision of the Board of Directors, the Compamay pay or credit, as dividends, interest on
capital pursuant to Article 9, paragraph 7, of L9249/1995. The interest paid or credited will be
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offset against the annual mandatory minimum dividemount, pursuant to Article 43 of the
Bylaws.

At the Company’s Annual Shareholders’ Meeting hmtdApril 29, 2015 the allocation of loss for
2014, amounting to R$4,407,711, was approved dews! (i) offset against the legal reserve
amounting to R$383,527 and R$4,024,184 to accuedilasses.

The Company reported loss for the year ended DeeeBih 2015 amounting to R$4,934,908. On
March 23, 2016 the Board of Directors approvedGbenpany profit allocation proposal, subject to
approval by the Annual Shareholders’ Meeting, e item accumulated losses.

The mandatory minimum dividends, which are caledgtursuant to Article 202 of Law 6404/1976
(Brazilian Corporate Law), were not calculated hseathe Company reported losses in 2015 and
2014.

® Share issue costs

This line item includes the share issue costs Mdaxes amounting to R$377,429, of which
R$194,464 is taxes. These costs are related tdotlmaving corporate transactions: (1) capital
increase, in accordance with the plan for the lassincombination between the Company and
Pharol and (2) the corporate reorganization of Gratyr27, 2012, and (3) merger of TmarPart with
and into Oi. These costs directly attributableite mentioned events are basically represented by
expenses on the preparation of prospectus andtseploird-party professional services, fees and
commissions, transfer costs, and registration costs

(9) Other comprehensive income

We recognize in this line item other comprehensgieeme, which includes hedge accounting gains
and losses, actuarial gains and losses, foreighagge differences arising on translating the net
investment in foreign subsidiaries, including exua differences in intragroup loans that are part
of the net investment in foreign subsidiaries, assification adjustments, and the tax effectsedlat
to these components, which are not recognizeceistditement of profit or loss.

The financial statements form filed with CVM’s Emepas.Net system presents in the balance sheet
only with the ‘Valuation adjustment to equity’ ah@ther comprehensive income’ line items -
equity (and not line items ‘Share issue costs’ @fthnges in equity interest percentage’) and the
statement of changes in equity only the ‘Other a@hensive income’ line item (not presenting the
‘Valuation adjustment to equity’ or ‘Changes in #yglnterest percentage’ line items).
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As a result, the effects discussed in the topicvabare presented in aggregate in the relevant
existing line items, referred to above, as showowe

Changes in
Other Share Obligations equity
comprehensive| issue in equity interest
income costs instruments percentage Total
Balance at Jan 1, 2014 (91,531)  (56,54)) 3,916  4162)
Share issue co (253,045) (253,045)
Hedge accounting gain 128,982 128,982
Subsidiaries’ hedge accounting ¢ (6,191) (6,191)
Actuarial loss 58,885 58,885
Subsidiaries’ actuarial loss (714,65¢4) (714,654)
Exchange gains on investment abi 441,89¢ 441,898
Exchange gains on subsidiaries’
investment abroe 132,293 132,293
Obligations in equity instrumer (2,894,€19) (2,894,€19)
Other comprehensive income 94,743 94,743
Balance in 201 45,12€ | (309,592) (2,894,€19) 3,616 | (3,155,169)
Merger of TmarPart (33,692) (33,69R)
Hedge accounting loss (468,884) (468,584)
Subsidiaries’ hedge accounting losses (57,662) 57,662)
Actuarial loss (44,108 (44,108)
Subsidiaries’ actuarial gain transferred
to accumulated losses 715,680 715,680
Exchange gains on investment abroad 1,332/415 ,3321415
Exchange gains on subsidiaries’
investment abroad 380,371 380,371
Obligations in equity instrumer (268,921 (268,921
Exchange of treasury shares 3,163,540 3,163,540
Cost of share conversion (34,145) (34,145)
Othercomprehensive incor 144,73! 144,73!
Comprehensive income transferred to
(loss) profit for the year (1,709,347) (1,709, B4
Balance in 2015 338,226 (377,429) 3,916 (35,287)

(h)

The Company’'s Bylaws award different rights to teokdof common and preferred shares with
respect to dividends, voting rights, and in caséquiidation of the Company. Accordingly, basic
and diluted earnings (losses) per share were eadzlilbbased on profit for the year available to
common and preferred shareholders.

Basic and diluted earnings (losses) per share

Basic
Basic earnings (losses) per share are calculatediviiging the profit (loss) attributable to the

owners of the Company, available to common andepredl shareholders, by the weighted average
number of common and preferred shares outstandinggithe year.
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Diluted

Diluted earnings (losses) per share are calculbyeddjusting the weighted average number of
outstanding common and preferred shares, to egtitia dilutive effect of all convertible
securities. Currently we do not have any potentidilutive shares.

The table below shows the calculations of basicdilutied earnings (losses) per share:

201t 201¢

Profit (loss) from continuing operations (6,003,050 6,828
Loss for theyeal from discontinued operations (net of tay 1,068,14.| (4,414,538
Loss attributable to owners of the Company (4,934,908) (4,407,711
Loss allocated to common sha- basic and dilute (2,126,657 | (1,446,417
Loss allocated to preferred shares — basic antedilu (2,808,251) (2,961,294
\Weighted average number of outstanding shares
(in thousands of shares)

Common share- basic and dilute 314,51¢ 202,31:

Preferred shares — basic and diluted 415,321 414,200
Loss per share (in reais):

Common shares — basic and diluted (6.76) (7.15)

Preferred share- basic and dilute (6.76 (7.15
Earnings (loss) per share continuing operations:

Common shares — basic and diluted (8.23) 0.01

Preferred shares — basic and diluted (8.23) 0.01
Earnings (losses) per share — discontinued operatis:

Common share- basic and dilute 1.4€ (7.16

Preferred shares — basic and diluted 1.46 (7.16)

92



Oi S.A. and Subsidiaries

Notes to the Financial Statements

for the Years Ended December 31, 2015 and 2014
(Amounts in thousands of Brazilian reais - R$, unlgs otherwise stated)

24, EMPLOYEE BENEFITS
€) Pension funds
The Company and its subsidiaries sponsor retirerbenefit plans (“pension funds”) for their

employees, provided that they elect to be partuchsplan, and current beneficiaries. The table
below shows the existing pension plans at Decei@be?015.

Benefit plans Sponsors Manager

TCSPREV Oi, Oi Movel, BrT Multimidia and Oi Interne FATL

BrTPREV Oi, Oi Mdvel, BrT Multimidia and Oi Interhe FATL
TelemarPrev Oi, TMAR, Oi Mével and Oi Internet FATL

PAMEC Oi Oi

PBS-A TMAR and Oi Sistel
PBS-Telemar TMAR FATL

PBS-TNCP Oi Moével Sistel

CELPREV Oi Moével Sistel

PAMA Oi and TMAR Sistel

Sistel — Fundacao Sistel de Seguridade Social
FATL — Fundacao Atlantico de Seguridade Social

For purposes of the pension plans described imtttis, the Company can also be referred to as the
“Sponsor”.

The sponsored plans are valued by independentraastiat the end of the annual reporting period.
For the year ended December 31, 2015, the actueafiations were performed by Mercer Human
Resource Consulting Ltda. The Bylaws provide fa éipproval of the supplementary pension plan
policy, and the joint liability attributed to theefined benefit plans is governed by the agreements
entered into with the pension fund entities, wille tagreement of the National Pension Plan
Authority (PREVIC), as regards the specific pldAREVIC is the official agency that approves and
oversees said plans.

The sponsored defined benefit plans are close@woentrants because they are close-end pension
funds. Participants’ and the sponsors’ contribitiare defined in the funding plan.

Actuarial liabilities are recognized for the spomsbdefined benefit plans that report an actuarial

deficit. For the plans that report an actuariabhis, assets are recorded when there is an express
authorization for offsetting them against futurepbmyer contributions.
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Provisions for pension funds

Refer to the recognition of the actuarial defidittee defined benefit plans, as shown below:

COMPANY CONSOLIDATED
2015 2014 2015 2014

BrTPREV plans 399,467 473,209 399,754 473,554
PAMEC plar 2,585 2,881 2,585 2,981
Financial obligations - BrTPREV plan (i) 141,681 141,681

Total 543,733 476,19C 544,C2C 476,535
Current 144,337 129,401 144,589 129,662
Non-curren 399,296 346,789 399,431 346,873

() Represented by the agreement of financial abilbgs, entered into by the Company and
Fundacéo Atlantico intended for the payment of niehematical provision without coverage by
the plan’s assets. This obligation represents tiditianal commitment between the provision
recognized pursuant to the rules of CPC 33 (CVM)&8% the financial obligations agreement
calculated based on the laws applicable to closepension funds, regulated by PREVIC.

Specifically in 2015, the real interest rate addpiader CPC 33 rules was significantly higher than
the PREVIC interest rate which led to a significgain in the obligation, recognized in other
comprehensive income by the Company.

Assets recognized to be offset against future empler contributions
The Company recognized TCSPREV Plan assets relatedi) sponsor contributions which

participants that left the Plan are not entitledetdeem; and (ii) part of the Plan’s surplus atiteiol
to the sponsor.

The assets recognized are used to offset futurdogerpcontributions. These assets are broken
down as follows:

COMPANY CONSOLIDATED
2015 2014 2015 2014
TCSPREV pla 124,689 43,772 129,681 47,496
Total 124,989 43,772 129,881 47,496
Curren 70C 1,623 758 1,744
Non-current 124,289 42,149 129,128 45,752
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Characteristics of the sponsored pension plans
1) FATL

FATL, closed-end, multiple sponsor, multiple plagnpion fund, is a nonprofit, private pension-
related entity, with financial and administrativelependence, headquartered in Rio de Janeiro, State
of Rio de Janeiro, engaged in the management amihetration of pension benefit plans for the
employees of its sponsors.

Plans
@) BrTPREV

Variable contribution pension Benefit Plan, enmliwith the National Register of Benefit Plans
(CNPB) under No. 2002.0017-74.

The monthly, mandatory Basic Contribution of th& BREV group Participants corresponds to the
product obtained, in whole numbers, by applyingeaicentage to the Contribution Salary (SP),
according to the Participant's age and option, @kvis: (i) Age up to 25 years old - Basic
Contribution cohort of 3 and 8 percent of the SiP;Age 26 to 30 years old - Basic Contribution
cohort of 4 to 8 percent of the SP; (iii) Age 313 years old - Basic Contribution cohort of 5 to
8 percent of the SP; (iv) Age 36 to 40 years dihsic Contribution cohort of 6 to 8 percent of the
SP; (v) Age 41 to 45 years old - Basic Contributimhort of 7 to 8 percent of the SP; and (vi) Age
46 years old or more - Basic Contribution cohor8 giercent of the SP.

The monthly Contribution of the Fundador/Alternatigroup (merged) Participants corresponds to
the sum of: (i) 3 percent charged on the ContridvutSalary; (ii) 2 percent charged on the
Contribution Salary that exceeds half of the higt@#icial Pension Scheme Contribution Salary,
and (iii) 6.3 percent charged on the ContributicedaB/ that that exceeds the highest Official
Pension Scheme Contribution Salary.

A BrTPREV group Participant's Voluntary Contributicorresponds to the product obtained, in
whole numbers, by applying a percentage of up 28gmé, elected by the Participant, to the
Participation Salary. The Sporadic ContributionaoBrTPREV group Participant is optional and
both its amount and frequency are freely chosethéyParticipant, provided it is not lower than one
(1) UPBIT (BrT’s pension unit). The Sponsor doe$ make any counterpart contribution to the
Participant’s Voluntary or Sporadic Contribution.

The Plan’s Charter provides for contribution palitythe Participants and the Sponsors. The plan is
funded under the capitalization approach.
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(i) PBS-Telemar

Defined contribution pension Benefit Plan, enroldth the CNPB under No. 2000.0015-56.

The contributions from Active Participants of thBRRTelemar Benefit Plan correspond to the sum
of: (i) 0.5 to 1.5 percent of the Contribution Sgléaccording to the participant’s age on enrollimen

date); (i) 1% of Contribution Salary that excedudf of one Standard Unit; and (iii) 11% of the

Contribution Salary that exceeds one Standard Uhie Sponsors’ contributions are equivalent to
8% of the payroll of active participants of the mplahe plan is funded under the capitalization
approach.

(i) TelemarPrev
Variable contribution pension Benefit Plan, enrdheith the CNPB under No. 2000.0065-74.

A participant’s regular contribution is compriseittwo portions: (i) basic - equivalent to 2% of the
contribution salary; and (ii) standard - equivalemB% of the positive difference between the total
contribution salary and the social security conttitm. The additional extraordinary contributions
from participants are optional and can be madelitiphes of 0.5% of the Contribution Salary, for a
period of not less than six (6) months. Nonrecgrmxtraordinary contributions from a participant
are also optional and cannot be lower than 5%ebntribution Salary ceiling.

The Plan’s Charter requires the parity betweenigipaints’ and sponsors’ contributions, up to the
limit of 8% of the Contribution Salary, even thouglsponsor is not required to match Extraordinary
Contributions made by participants. The plan isifohunder the capitalization approach.

(iv)  TCSPREV
Variable contribution pension Benefit Plan, enrdieith the CNPB under No. 2000.0028-38.

The monthly, mandatory Basic Contribution of theSRREV group Participants corresponds to the
product obtained, in whole numbers, by applyingescentage, chosen by the Participant, to the
Contribution Salary (SP) as follows: (i) Age up2b years old - basic contribution cohort of 3 and
8 percent of the SP; (ii) Age 26 to 30 years olihsic contribution cohort of 4 to 8 percent of the
SP; (iii) Age 31 to 35 years old - basic contribatcohort of 5 to 8 percent of the SP; (iv) Aget@6
40 years old - basic contribution cohort of 6 foeBcent of the SP; (v) Age 41 to 45 years old ichas
contribution cohort of 7 to 8 percent of the SPd ani) Age 46 years old or more - basic
contribution cohort of 8 percent of the SP.

The TCSPREV group Participant’'s Voluntary Contribntcorresponds to the product obtained, in
whole numbers, by applying a percentage of up 2&eted by the Participant, to the Participation
Salary. The Sporadic Contribution of a Participardptional and both its amount and frequency are
freely chosen by the Participant, provided it i$ loaver than one (1) UPTCS (TCSPREV’s pension
unit). The Sponsor does not make any counterpanribation to the Participant’s Voluntary or
Sporadic contribution.

The Plan’s Charter provides for contribution pakitythe Participants and the Sponsors. The plan is
funded under the capitalization approach.
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2) SISTEL

Sistel is a nonprofit, private welfare and pensamtity, established in November 1977, which is
engaged in creating private plans to grant benéfitdhe form of lump sums or annuities,
supplementary or similar to the government retingnpensions, to the employees and their families
who are linked to Sistel's sponsors.

Plans
0] PBS-A

Defined benefit plan jointly sponsored with othguossors associated to the provision of
telecommunications services and offered to paaitip who held the status of beneficiaries on
January 1, 2000.

Contributions to the PBS-A are contingent on thtemination of an accumulated deficit. As at
December 31, 2015, date of the last actuarial tialuathe plan presented a surplus.

(i)  PBS-TNCP

Defined benefit plan. The contributions to the PBSCP plan are set based on actuarial studies
prepared by independent actuaries according teetiidations in force in Brazil. The plan is funded
under the capitalization approach.

The pension benefit is defined as the differendesden 90% of average salary of the previous 36
months, adjusted for inflation up to the retiremdaite, and the retirement benefit paid by the INSS.

PBS-TNCP has been closed to new participants sipdé2004.
(iii) CELPREV

In 2004, Amazobnia (merged with and into TNL PCSiaated from PREVIC the approval to create
a new Pension Plan. The variable contribution ptatied CelPrev Amazénia (“CELPREV”), was
offered to the employees who did not participatehef PBS-TNCP plan, and to new employees
hired by its subsidiary. The participants of theSPBNCP plan were offered the possibility and
encouraged to migrate to the CELPREYV plan.

A participant can make three types of contributiofis basic regular contribution: percentage
ranging from 0 to 2 percent of his/her contributisalary; (i) additional regular contribution:
percentage from 0 to 6 percent of the share ofiéistontribution salary that exceeds one Standard
Reference Unit of the Plan; and (iii) voluntary trdsution: percentage of the contribution salary
freely chosen by the participant.
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The sponsor can make four types of contribution&sic regular contribution: contribution equal
to the participant’s basic regular contributionsdehe contributions made to fund sick pay and
administrative expenses; (ii) additional regulantdbution: equal to the participant’s additional
regular contribution, less the contributions to audstrative expense; (iii) nonrecurring
contribution: made voluntarily and with the frequgnset by the sponsor; and (iv) special
contribution: contribution intended exclusively filwe sponsor’'s employees who are not part of the
PBS plan and who have joined the plan within 9Gdaym the effective date of CELPREV.

(v) PAMA

PAMA is a healthcare plan for retired employeesesimt providing medical care to beneficiaries,
with copayments by and contributions from the latprovided that linked to the pension benefit
plans managed by Sistel.

Up to 2014, the Company did not consider the asseddiabilities of the PAMA plan because it is
multi-sponsored and similar to defined contributdans (benefits paid are limited to the amount of
the contributions received by the plan), and tleeesno other obligations in addition to the exigtin
balances.

However, as from the issue of National Supplemegritiralthcare Agency’s position that Sistel is a
sponsor of the healthcare plan as defined by Lab6A®98 and as a result does not qualify as a
Healthcare plan operator, Sistel is liable for sqoien obligations, even though it is not make
entitled to revenue from the corresponding contidms. Thus, it is no longer possible to qualify
this plan as a defined contribution plan.

In October 2015, in compliance with a court ordgistel transferred the surpluses of the PBS-A
benefits plan, amounting to R$3,042 million, towmesthe solvency of the plan PAMA. Of the total
amount transferred, R$2,127 million is relatedh® plans sponsored by the Company, apportioned
proportionally to the obligations of the definechbét plan. The amount was established based on
actuarial studies prepared by an outside consufiing using assumptions consistent with the
population of PAMA users and the projection of ncatliexpenses increase inherent to this
population. Beginning on the issue of said coudeor the Company started to calculate and
disclose information on the PAMA actuarial obligais, pursuant to CPC 33 (CVM 695) criteria.

3) PAMEC-BIT - Assistance plan managed by the Company

Defined benefit plan intended to provide medicakda the retirees and survivor pensioners linked
to the TCSPREYV pension plan managed by FATL.

The contributions for PAMEC-BrT were fully paid iduly 1998, through a bullet payment.
However, as this plan is now administrated by tleen@any, after the transfer of management by
Fundacdo 14 in November 2007, there are no assaignized to cover current expenses, and the
actuarial obligation is fully recognized in the Goany’s liabilities.
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Status of the sponsored plans, revalued at the emd the reporting period

Changes in the actuarial obligations, fair valuasdets and amounts recognized in the balance sheet

COMPANY

2015

PENSION PLANS

MEDICAL CARE

PLANS
BrTPREV | TCSPREV T:IeBri:alr TelemarPrev PBS-A PAMEC PAMA

Present value of actuarial obligation at beginningf year 2,022,372 500,426 5,725 112,086 820,774 2,981

Interest on actuarial liabilities 228,572 56,831 643 12,802 92,608 344

Cost of current service 109 528 184

Benefits paid, net (177,621) (44,523) (575) (8,139) (79,622) (122)

Recognition of actuarial obligation 248,631

Result of the benefit obligation allocated toesthomprehensive
income (74,118) (18,424) (86) (3,746) (38,379) (618)
Present value of actuarial obligation at end of yar 1,999,314 494,838 5,707 113,187 795,381 2,585| 248,631
Fair value of assets at beginning of year 1,549346 1,429,105 5,958 124,301 1,584,655

Return of plan assets 180,238 166,693 671 14,247 182,975

Amortizing contributions received from sponsor 39035 122

Payment of benefits (177,621) (44,523) (575) (8,139) (79,622) (122)

Increase (decrease) as a result of the #ansfunds (*) (450,781) 466,209

Result of the benefit obligation allocated toesthomprehensive
income (91,867) 127 436 10,107 121,160

Fair value of plan assets at yearend 1,599,848 1,551,402 6,490 140,516 1,358,387 466,209
(=) Net actuarial liability/(asset) amount 399,464 (1,056,564) (783) (27,329) (563,006) 2,585| (217,578)
Effect of the asset/onerous liability recognitiailing 931,575 783 27,329 563,006 217,578
(=) Recognized net actuarial liability/(assety 399,466  (124,989) 2,585

® Amount apportioned proportionally to the obligatiohthe defined benefit plan. In PAMA adds the amtoaf the
existing net assets at the date of the actuarlaaiton is recognized.

COMPANY
2014
MEDICAL
PENSION PLANS CARE
PLANS
BITPREV | TcSPREV | -FBS" | TelemarPrev |  PBS-A PAMEC
Telemar
Present value of actuarial obligation at beginningf year 1,940,187 479,701 5,489 104,519 789,342 3,417
Interest on actuarial liabilities 219,460 54,530 617 11,949 89,158 396
Cost of current service 184 741 223
Benefits paid, net (167,590) (36,558) (534) (7,546) (75,440) (110)
Result of the benefit obligation allocated toesthomprehensive
income 30,131 2,012 153 2,941 17,714 (722)
Present value of actuarial obligation at end of ya&r 2,022,372 500,426 5,725 112,086 820,774 2,981
Fair value of assets at beginning of year 1,300,%4 1,438,595 6,148 127,522 1,481,593
Return of plan assets 151,032 167,967 695 14,670 171,051
Amortizing contributions received from sponsor 23B04 110
Payment of benefits (167,590) (36,558) (534) (7,546) (75,440) (110)
Result of the benefit obligation allocated toesthomprehensive
income 141,876|  (140,899) (351) (10,345) 7,451
Fair value of plan assets at yearend 1,549,163 1,429,105 5,958 124,301 1,584,655
(=) Net actuarial liability/(asset) amount 473,204 (928,679) (233) (12,215) (763,881) 2,981
Effect of the asset/onerous liability recognitiailing 884,907 233 12,215 763,881
(=) Recognized net actuarial liability/(asset) 473,209 (43,772) 2,981
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CONSOLIDATED

2015

PENSION PLANS

MEDICAL CARE

PLANS
BITPREV | TCSPREV | -FBS" | telemarprev | PBS-A | PBS | cELPREV | PAMEC | PAMA
Telemar TNCP
Present value of actuarial obligation at beginning
of year 2,023,850 502,433| 247,833 2,882,010, 3,869,773 25,842 94 2,981
Interest on actuarial liabilities 228,788 57,066 28,089 328,289 436,170 2,940 10 344
Cost of current service 142 586 80 2,785 62 4
Participant contributions made in the year 42 18 1
Benefits paid, net (177,696)  (44,535)| (19,942) (219,465)| (374,476)| (1,967) (122)
Recognition of actuarial obligation 1,319,081
Result of the benefit obligation allocated toesth
comprehensive income (74,280)  (18,421)| (11,955) (201,072)| (179,054)| (1,977) (20) (618)
Present value of actuarial obligation at end of ya&r | 2,000,754 497,129 244,147 2,792,547 3,752,413 24,918 89 2,585 1,319,081
Fair value of assets at beginning of year 1,5502 1,434,836/ 257,937 3,118,897 7,452,866| 48,794 2,367
Return of plan assets 180,363 167,370 29,293 356,313 860,049 5,658 279
Amortizing contributions received from sponsor 39035
Regular contributions received by plan 113 35 4 122
Sponsor 71 17 3 122
Participants 42 18 1
Payment of benefits (177,696)  (44,535)| (19,942) (219,465)| (374,476)| (1,967) (122)
Increase (decrease) as a result of the traafer
funds (*) (2,126,677) 2,473,257
Result of the benefit obligation allocated toesth
comprehensive income (91,897) 914 10,223 19,740 576,932 (2,251) (149)
Fair value of plan assets at yearend 1,601,000 1,558,585 277,624 3,275,485 6,388,694 50,269 2,501 2,473,257
(=) Net actuarial liability/(asset) amount 399,754 (1,061,456)| (33,477) (482,938)| (2,636,281)| (25,351) (2,412) 2,585| (1,154,176)
Effect of the asset/onerous liability recognitiailing 931,575 33,477 482,938| 2,636,281| 25,351 2,412 1,154,176
(=) Recognized net actuarial liability/(assety 399,754  (129,881) 2,585

® Amount apportioned proportionally to the obligatiohthe defined benefit plan. In PAMA adds the amtoaf the
existing net assets at the date of the actuarlaaiton is recognized.
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CONSOLIDATED

2014
MEDICAL
PENSION PLANS CARE
PLANS
BrTPREV | TCSPREV TSS;:N TelemarPrev PBS-A TPNBCSI;’ CELPREV PAMEC
Present value of actuarial obligation at beginningf
year 1,941,701 481,055| 235,884 2,722,942 3,727,809| 24,197 117 3,417
Interest on actuarial liabilities 219,629 54,689| 26,755 310,463 420,619| 2,758 13 396
Cost of current service 230 797 121 3,589 58 5
Participant contributions made in the year 52 56 2
Benefits paid, net (167,661) (36,569)| (18,507) (216,057)|  (354,808)| (1,835) (110)
Result of the benefit obligation allocated toesth
comprehensive income 29,950 2,461 3,528 61,073 76,153 608 (43) (722)
Present value of actuarial obligation at end of yar 2,023,849 502,433| 247,833 2,882,010, 3,869,773| 25,842 94 2,981
Fair value of assets at beginning of year 1,301 54 1,442,656 264,224 3,203,900 6,968,153| 45,312 1,668
Return of plan assets 151,143 168,446| 30,117 367,360 803,952 5,258 197
Amortizing contributions received from sponsor 23804
Regular contributions received by plan 129 77 7 110
Sponsor 77 21 5 110
Participants 52 56 2
Payment of benefits (167,66[L) (36,569)| (18,507) (216,057)| (354,808)| (1,835) (110)
Result of the benefit obligation allocated toesth
comprehensive income 141,953 (139,697)| (18,026) (236,306) 35,569 (18) 495
Fair value of plan assets at yearend 1,550,295 1,434,836 257,937 3,118,897 7,452,866| 48,794 2,367
(=) Net actuarial liability/(asset) amount 473,554  (932,403)| (10,104) (236,887)| (3,583,093)| (22,952) (2,273) 2,981
Effect of the asset/onerous liability recognitiailing 884,907| 10,104 236,887 3,583,093 22,952 2,273
(=) Recognized net actuarial liability/(assety 473,554 (47,496) 2,981

@ The Company determines the amount available to aleom future contributions according to the apalile legal
provisions and the benefit plan charter. The amofitite asset linked to the TCSPREYV plan recognizétle Company’s
financial statements, totaling R$129,881 (R$47 i#98014), does not exceed the present value ofdutantributions.
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Expenses (revenue) components of the benefits

COMPANY
2015
PENSION PLANS MEDICAL SRE
BrTPREV | TCSPREV TelzjleBri;ar TelemarPrev PBS-A PAMEC PAMA

Cost of current service 109 528 184

Interest on actuarial liabilities 228,572 56,831 643 12,802 92,608 345

Return on plan assets (180,238) (166,693) (671) (14,247) (182,975)

Interest on onerous liability 104,684 28 1,445 69,329

Effect of the unrecognized net actuarial asset (184) 21,038

Expenses (income) recognized in income statement 8,443 (4,650) 345

Expenses (income) recognized in other compreherscome 17,74 (76,567) 251,909 (618) 217,578
Effect of the unrecognized net actuarial asset (251,909) (217,578)
Total expenses (income) recognized 66,192 (81,217) (273)

COMPANY
2014
PENSION PLANS MEDIF?&N%ARE
BITPREV | TcSPREV | _PBS" | telemarPrev | PBS-A PAMEC
Telemar

Cost of current service 184 741 223
Interest on actuarial liabilities 219,460 54,530 617 11,949 89,158 396
Return on plan assets (151,032) (167,967) (695) (14,670) (171,051)
Interest on onerous liability 105,501 78 2,721 63,307
Effect of the unrecognized net actuarial asset (223) 18,586
Expenses (income) recognized in income statement 8,612 (7,195) 396
Expenses (income) recognized in other compreherscome (111,745 30,509 2,137 (723)
Effect of the unrecognized net actuarial asset (2,137)

Total expenses (income) recognized (43,133) 23,314 (327)
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CONSOLIDATED
2015
PENSION PLANS MEDIF?&N%ARE
BITPREV | TCSPREV | "BS" | TelemarPrev | PBs-A | FBS | CELPREV | PAMEC | PAMA
Telemar TNCP
Cost of current service 142 586 80 2,785 62 4 345
Interest on actuarial liabilities 228,738 57,066| 28,089 328,289 436,170| 2,940 10
Return on plan assets (180,363) (167,369)| (29,293) (356,313)| (860,049)| (5,658) (279)
Interest on onerous liability 104,684 1,195 28,024 324,316| 2,715 269
Effect of the unrecognized net actuarial asset (71) (2,785) 99,563 (59) (4) 345
Expenses (income) recognized in income statement 8,817 (5,033) (618)
Expenses (income) recognized in other
comprehensive income 17,617 (77,352) 1,185,495 1,154,176
Effect of the unrecognized net actuarial asset (1,185,495) (1,154,176)
Total expenses (income) recognized 66,134 (82,385) (273)
CONSOLIDATED
2014
PENSION PLANS MEDICAL RE
BrTPREV | TCSPREV T;Sﬁér TelemarPrev PBS-A TPI\‘ISCSF_’ CELPREV PAMEC
Cost of current service 230 797 121 3,589 58 5 396
Interest on actuarial liabilities 219,629 54,689| 26,755 310,463 420,619| 2,758 13
Return on plan assets (151,143) (168,446)| (30,117) (367,360)|  (803,951)| (5,258) (197)
Interest on onerous liability 105,501 3,353 56,897 295,371| 2,498 184
Effect of the unrecognized net actuarial asset (112) (3,589) 87,961 (56) (5)
Expenses (income) recognized in income statement 8,616 (7,459) 396
Expenses (income) recognized in other comprebensi
income (112,003) 29,756 10,116|  (35) (723)
Effect of the unrecognized net actuarial asset (10,116) 35
Total expenses (income) recognized (43,287) 22,297 (327)

The sponsors’ contributions to the pension plansagad by FATL and SISTEL estimated for 2016
amount R$144,598 and R$30, respectively.
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Main actuarial assumptions adopted

2015
PENSION PLANS MEDICAL CARE PLANS
PBS-
BrTPREV TCSPREV Telemar TelemarPrev PBS-A PBS-TNCP| CELPREV PAMEC PAMA
Nominal discount rate of
actuarial liability 13.10% 13.10% 13.10% 13.10% .108% 13.10% 13.10% 13.10% 13.10%
Estimated inflation rate 5.50% 5.50% 5.50% 5.50% 50% 5.50% 5.50% 5.50% 5.50%
Estimated nominal salary 5.5% to 5.5% to 5.5% to
increase index 6.12% 6.00% 5.50% 7.09% N.A. 10.61% 5.50% N.A. N.A.
Estimated nominal benefit
growth rate 5.50% 5.50% 5.50% 5.50% 5.50% 5.50% 0%.5 N.A. N.A.
Total expected rate of return or
plan assets 13.10% 13.10% 13.10% 13.109 13.10% 0%3.1 13.10% N.A. 13.10%
General mortality biometric
table AT-2000 AT-2000 AT-2000 AT-2000 AT-2000 AT-QD AT-2000 AT-2000 AT-2000
Zimmermann| Zimmermann| Zimmermann| Zimmermann| Zimmermann| Zimmermann| Zimmermann| Zimmermann| Zimmermann
Biometric disability table Nichzugs Nichzugs Nichzugs Nichzugs Nichzugs Nichzugs Nichzugs Nichzugs Nichzugs
Biometric disabled mortality
table Winklevoss| Winklevosy  Winklevoss Winklevogs inklevoss Winklevoss|  Winklevosg Winklevoss N.A.
Turnover rate 5.10% 4.40% Nil 5.10% N.A. Nil Nil A N.A.
Starting age of the benefits 57 years 57 yeals earsy 55 years N.A. 57 years 55 year N.A. N.A.
Nominal medical costs growth
rate N.A. N.A. N.A. N.A. N.A. N.A. N.A. 8.67% 8.67%
2014
MEDICAL
PENSION PLANS CARE PLANS
PBS-
BrTPREV TCSPREV Telemar TelemarPrev PBS-A PBS-TNCP| CELPREV PAMEC
Nominal discount rate of actuarial liabilit 11983 11.83% 11.83% 11.83% 11.83% 11.83% 11.839 11.83%
Estimated inflation rate 5.50% 5.50% 5.50% 5.50% 50% 5.50% 5.50% 5.50%
6.56% to
Estimated nominal salary increase inde 7.08% 6.45%  5.50% 8.24% N.A. 10.45% 5.50% N.A.
Estimated nominal benefit growth rate 5.50% 5.50%)| .50% 5.50% 5.50% 5.50% 5.50% N.A.
Total expected rate of return on plan asgets 11.83% 11.83% 11.83% 11.83% 11.83% 11.83% 11.839 11.83%
General mortality biometric table AT-2000 AT-2000 T-R000 AT-2000 AT-2000 AT-2000 AT-2000 AT-2000
Zimmermann| Zimmermann| Zimmermann| Zimmermann | Zimmermann| Zimmermann| Zimmermann| Zimmermann
Biometric disability table Nichzugs Nichzugs Nichzugs Nichzugs Nichzugs Nichzugs Nichzugs Nichzugs
Biometric disabled mortality table Winklevoss ~ Wialkbss | Winklevoss Winklevoss| Winklevoss ~ Winklevoss inkvoss Winklevoss
Turnover rate 7.30% 8.20% Nil 0% to 129 N.A. Nil ilN N.A.
Starting age of the benefits 57 yearq 57 years earsy 55 years N.A. 57 years 55 year N.A.
Nominal medical costs growth rate N.A. N.A. N.A. AN. N.A. N.A. N.A. 8.67%

N.A. = Not applicable.
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ADDITIONAL DISCLOSURES - 2015

a) Plans’ assets and liabilities correspond tatheunts as at December 31, 2!

b) Master file data used for the plans managedAiFand SISTEL are as at August 31, 2015 and Jujy2815,
respectively, and for PAMEC and PAMA are as at Oetd31, 2015 and June 30 2015, respectively, peajdor

December 31, 201

Investment policy of the plans

The investment strategy of the benefit plans iscdesd in their investment policy, which is
annually approved by the governing board of thenspred funds. This policy establishes that
investment decision-making must take into consiitama (i) the preservation of capital; (i) the
diversification of investments; (iii) the risk agjte according to conservative assumptions; (ig) th
expected return rate based on actuarial requiremént the compatibility of investment liquidity
with the plans’ cash flows, and (vi) reasonable agement costs. The policy also defines the
volume interval for different types of investmetibaed for the pension funds, as follows: fixed
income, variable income, structured investmentggstments abroad, loans to participants, and real

estate investments.

The average ceilings set for the different typesneestment permitted for pension funds are as
follows:

ASSET SEGMENT PBS-
BITPREV TCSPREV Telemar TelemarPrev PBS-A PBS-TNCP| CELPREV| PAMA

Fixed income 100.00% 100.00% 100.00% 100.00% 100.00% 100.00%  .009® | 100.00%
Variable income 17.00% 17.00% 10.00% 17.00% 70.00% 70.009% 70.00p6 .0070
Structured investments 20.00% 20.00% 20.00% 20.00% 20.00% 20.009% 20.00p6  .0020
Investments abroad 5.00% 5.00% 2.00% 5.00% 10.00% 10.009 10.00%6 10.00%
Real estate 8.00% 8.00% 8.00% 8.00% 8.00% 8.00% 8.009 8.00%
Loans to participants 15.00% 15.00% 15.00% 15.00% 15.00% 15.00% 15.00p6 .00%

The allocation of plan assets as at December 35 B0as follows:

ASSET SEGMENT PBS-
BITPREV TCSPREV Telemar TelemarPrev PBS-A PBS-TNCP| CELPREV| PAMA
Fixed income 92.17% 84.25% 88.01% 91.40% 75.65% 98.93% 98.03% 100.00%6
Variable income 1.32% 3.25% 1.78% 2.21% 13.61%
Structured investments 5.21% 11.45% 9.12% 5.08% 0.18% 0.01%
Investments abroad
Real estate 0.69% 0.72% 0.74% 0.70% 9.29%
Loans to participants 0.62% 0.33% 0.35% 0.61% 1.28% 1.06% 1.97%
Total 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 100.009
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(b) Employee profit sharing

In the year ended December 31, 2015, the Compathytasubsidiaries recognized provisions for
employee profit sharing based on individual andpooate goal attainment estimates totaling
R$70,199 in Company and R$210,054 on a consolidzeis.

(©) Share-based compensation

The Long-term Incentive Program (2015-2017), appdoyy the Company’s Board of Directors on
March 13, 2015, seeks a greater alignment withGbmpany’'s management cycle and business
priorities. The Program consists of the paymengroks cash reward, in accordance with the Law
Laws and Regulations, as a result of the compliavite the goals set for 2015-2017. The gross
cash reward is benchmarked to the quotation of Gommshares. We also disclose that the
beneficiaries are not entitled to receiving Compahares since the Program does not provide for
the transfer of shares to its beneficiaries.

25. SEGMENT INFORMATION

The Company’'s management uses operating segmeotmition for decision-making. The
Company identified only one operating segment tatresponds to the telecommunications
business in Brazil.

In addition to the telecommunications business liazi$, the Company conducts other businesses
that individually or in aggregate do not meet afiyhe quantitative indicators that would require
their disclosure as reportable business segmeheserbusinesses refer basically to the following
companies: Mobile Telecommunications Limited in Naim Companhia Santomense de
Telecomunicacdes, Listas Telefonicas de Mocambigu&A — Empresa de Listas Telefénicas de
Angola, and Timor Telecom, which provide fixed amibbile telecommunications services and
publish telephone directories, and which have lweasolidated since May 2014.

The revenue generation is assessed by Managensed ba a view segmented by customer, into
the following categories:

» Residential Services, focused on the sale of fitadldphony services, including voice
services, data communication services (broadband)pay TV;

» Personal Mobility, focused on the sale of mobillegbony services to subscription and
prepaid customers, and mobile broadband custoreds;

» SMEs/Corporate, which includes corporate solutiofisred to our small, medium-sized,
and large corporate customers.
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Telecommunications in Brazil

In preparing the financial statements for this régdde segment, the transactions between the
companies included in the segment have been eliednarhe financial information of this
reportable segment for the years ended Decemb@035,and 2014 is as follows:

2015 2014

Residential 9,779,218 9,995,205
Personal mobility 8,430,890 9,011,200
SMEs/Corporai 7,973,89: 8,311,45:
Other services and businesses 257,090 295,297
Net operating revenur 26,441,09 27,613,16
Operating expenses
Depreciation and amortizati (4,892,798 (4,398,954
Interconnection (1,757,277 (2,674,915
Personne (2,618,139 (2,749,404
Third-party services (6,154,900 (6,163,447
Grid maintenance services (1,860,646 (1,906,789
Handset and other costs (226,826) (702,379)
Advertising and publicity (379,537) (656,487)
Rentals and Insuran (3,553,881 (3,095,667
Provisions/reversals (860,166) (779,314)
Allowance for doubtful accounts (692,935) (628,605)
Taxes and other expen (1,107,149 (1,610,823
Other operating income, net 277,954 3,206,943
OPERATING INCOME BEFORE FINANCIAL INCOME
(EXPENSES) AND TAXES 2,614,791 5,453,319
FINANCIAL INCOME (EXPENSES)
Financial income 4,493,042 1,332,723

Financial expens (11,012,582 (5,867,836
PRETAX INCOME (3,904,748 918,20¢
Income tax and social contributi (537,929 (977,093
LOSS FROM CONTINUING OPERATIONS (4,442,678 (58,887
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Reconciliation of revenue and profit (loss) for thequarter and information per geographic

market

In the years ended December 31, 2015 and 2014ec¢baciliation of the revenue of the segment
Telecommunications in Brazil and total consolidatedkenue is as follows:

201¢ 201¢
Net operating revenue
Revenuerelated to the reportable segmr 26,441,091 27,613,160
Revenue related to other businesses (i) 912,674 633,939
Consolidated net operating revenue 27,353,765 28,247,099

(i) In 2014 the Africa and Timor business were consoéid after May 1.

In the years ended December 31, 2015 and 2014edoaciliation between the profit (loss) before
financial income (expenses) and taxes of the segrn@eacommunications in Brazil and the

consolidated profit (loss) before financial incofegpenses) and taxes is as follows:

2015 2014
Profit (loss) before financial income (expenses) drtaxes
Telecommunications in Brazil 2,614,791 5,453,319
Other businesses 87,60¢ 221,319
Consolidated income before financial income (expeas) and taxes 2,702,396 5,674,638

(i) In 2014 the Africa and Timor business were constdid after May 1.

Total assets, liabilities and tangible and intalegssets per geographic market as at December 31,

2015 are as follows:

2015

Capital

expenditures on
tangible and
Total Total Tangible Intangible intangible

assets liabilities assets assets assets
Brazil 89,328,508 81,863,598 25,497,191 3,301,771 3,565,454
Other, primarily Africa 7,686,298 745,000 466,049 943,534 116,030
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26. RELATED-PARTY TRANSACTIONS

Transactions with consolidated related parties

COMPANY
2015 2014

ASSETS

Securities issued by related parties (Senior Notes) 3,667 4,886
Oi Holanda 3,667 4,886

Accounts receivabli 1,070,41 701,84(
BrT Call Center 40,156 20,057
BrTI 9,032
Oi Internet 22,487 2,469
BrT Multimidia 41,079 28,205
Oi Mével 782,98! 468,14!
TMAR 183,709 168,606
Telemar Internet 4,119
PT Portugal 1,207

Receivables from related parties (current and non-arrent) 3,353,617 3,151,856
TMAR 2,086,73 670,53(
BrT Call Center 37,160
Oi Mével 1,077,813 112
PTIF 2,444,054
PT Participacdes 189,070

Dividends and interest on capital receivable 891,270 854,231
TMAR 848,041 848,041
Rio Alto 28,251
Qi Servigos Financeiros 14,978 6,190

Other 342,041 198,077
TMAR 38,540 65,148
BrT Call Center 36,650 37,242
BrT Multimidia 10,05:
BrTI 266
Oi Mével 246,689 85,353
Oi Holanda 10,068 10,068
Dommo 43
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COMPANY
201F 201¢

Liabilities

Trade payables 489,081 552,709
BrT Call Cente 100,36 202,84(
Qi Internet 131,257 532
BrT Multimidia 146,55¢ 139,81«
Oi Movel 34,864 138,034
TMAR 59,50 53,18t
Telemar Interne 20z
Paggo Administradora 16,530 14,196
PT Portuge 53¢
PT Inovacao e Sistemas 3,367

borrowings, financing and debentures (i) 13,035,52 5,252,85:
TMAR 939,72: 875,36
Oi Movel 1,052 194,088
Oi Holand: 12,093,92 4,012,086
Telemar Internet 171,334
Oi Interne 817

Other payables 2,339,498 53,674
BrT Call Center 411 411
BrTI 24,91
Oi Internet 25,130 210
BrT Multimidia 42,39¢ 11,54
Oi Movel 18,311 16,470
TMAR 124,50( 121
PTIF (Note 22 2,125,20!
PT Investimentos 3,550

() The Company conducted loans with and acquiedsedtures from its subsidiaries under market
terms and conditions to finance its operationspay its debt.
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COMPANY
201¢ 201<
Revenue
Revenue from services rendere 483,515 527,683
BrTI 208 2,490
Oi Internet 7,646 2,562
BrT Multimidia 10,715 15,383
Oi Mével 368,569 383,514
TMAR 91,517 107,586
Telemar Internet 260 2,073
TNL PCS 3,855
PT Portugal 4,600 9,820
Other operating income 47,521 48,532
BrT Call Center 8,548 9,179
Oi Interne 1
BrT Multimidia 1,256 1,829
Oi Mével 37,605 37,367
TMAR 106 156
Sered 6
Financial income 434,658 154,920
BrT Call Cente 5,696 1,060
Oi Mével 90,892 40,559
BrTI 91
BrT Multimidia 4
TNL PCS 3,738
TMAR 306,289 85,664
PT Participacde 1,184
PTIF 30,397 23,804
COMPANY
2015 2014
Operating costs and expenses (1,069,431 (1,309,220
BrT Multimidia (13,894) (40,C86)
Oi Mével (434,422) (603,951)
TMAR (66,302) (74,871)
TNL PCS (8,323)
Paggo Administradora (2,335) (12,102)
Telemar Interne (67)
BrT Call Center (549,809) (565,735)
Qi Interne (756 (1,219)
PT Portugal (1,822) (2,588)
PT Inovagéo e Sistemas (91) (178)
Financial expenses (430,142) (261,837)
Oi Mével (14,667) (36,398)
TMAR (115,872) (98,112)
Oi Holanda (269,489) (124,635)
Qi Interne (28,180)
Telemar Internet (1,834) (2,692)
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Credit facilities

The purpose of the credit facilities extended ey @ompany to its subsidiaries is to provide them
with working capital for their operating activitiesmd the maturities of these loans can be extended
according to these companies’ projected cash flals. disbursed amounts bear interest equivalent
to 115% of CDI (115% of CDI at December 31, 2014).

Lease of transmission infrastructure

The transactions conducted with TMAR and Oi Méwefer to the provision of services and the
assignment of means involving mainly interconnectiod Industrial Exploitation of Dedicated Line
(EILD).

The transactions conducted with Telemar Intern&MAR subsidiary, refer to the provision of port
rental services.

Guarantees

The Company is the guarantor of subsidiaries TMAR @i Mdvel in financing obtained from the
BNDES, public debentures, and other loans. The Gmypecorded for the year ended December
31, 2015, as commission on the guarantee, inconmu@ting to R$75,116 (R$71,918 in 2014).
Additionally, TMAR provided guarantees to the Compaat the cost of 0.5% of the outstanding
balance per year. Expenses related to these gaasdfor the year ended December 31, 2015 totaled
R$288 (R$367 for the year ended December 31, 2014).

Transactions with jointly controlled entities, assaiates, and unconsolidated entities

COMPANY CONSOLIDATED
2015 2014 2015 2014
Accountsreceivable and other asse 4.91¢ 191,15¢
PT-ACS 15,114
Fundacdo PT 7,387
Sportinvest Multimédia 105,49
Siresp 40
Fibroglobal 48,134
Yunit 7,45¢
Contax (i) 3,307
Other entitie 491¢€ 4231
COMPANY CONSOLIDATED
201t 201¢ 201t 201«
Accounts payable and other liabilities 1,807 53,54 68,259
PT-ACS 59¢
Fundacdo PT 2
Sportinvest Multimédi 291
Siresp 6
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Fibroglobal 9,564
Yunit 66¢
Contax (i) 9 41,832
TODO 1,57¢ 5,581
Ability 7
Veotex 220 345
Hispama 52,425
Other entities 821
COMPANY CONSOLIDATED
2015 2014 2015 2014
Revenue
Revenue from services rendered 738 67 31,873
Contax (i 73€ 30,75¢
TODO 1,026
Other entitie 67 93
COMPANY CONSOLIDATED
201¢ 201< 201¢ 201<
Costs/expenses
Operating costs and expens (18,436 (240,511 (232,179)
PT-ACS (3,887)
Sportinvest Multimédia (669
Fibroglobal (10,974)
Veotex (1,914) (10,221
TODO (16,522) (22,984
Hispamar (207,366)
Other entities (33,145) (31,400

(i) As a result of the TmarPart downstream mergaté 1) and voting right dilution events, Contaxaéslonger reported
as a Company related party, pursuant to CPC 5nemgents.

The balances and transactions with jointly contibkntities, associates, and unconsolidated entitie
result from business transactions carried out i@ mlormal course of operations, namely the
provision of telecommunications services by the @any to these entities and the acquisition of
these entities’ contents and the lease of thaiastfucture.

Compensation of key management personnel
The compensation of the officers responsible fanping, managing and controlling the Company's

activities, i.e., directors and executive officamtaled R$25,441 (R$25,409 at December 31, 2014)
in the Company and R$25,649 (R$25,565 Decembe2®H) on a consolidated basis.
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27. INSURANCE

During the concession period, the concessionaisetii@ obligation of maintaining the following
insurance coverage over the prescribed termsris&i$” policy that covers property damages to all
insurable assets belonging to the concession, @nsar against economic losses to insure the
continuity of services, and insurance guarantepagnent of obligations related to the quality and
universal services, as provided for by the Conoesgigreements. All material and/or high-risk
assets and liabilities in are insured. The Commamy its subsidiaries maintain insurance coverage
against property damages, loss of revenue arisiom fsuch damages (loss of profits), etc.
Management understands that the amount insuredffisient to assure the integrity of assets and
the continuity of operations, and the compliancehwihe rules set out in the Concession
Agreements.

The insurance policies provide the following coggraper risk and type of asset:

CONSOLIDATED

2015 2014
Insurance line
Operational risks and loss of profits 600,00 600,00
Civil liability - third parties (i) 312,336 212,496
Fire—inventorie! 150,000 150,C0(Q
Concession warranty — TMAR 7,844 27,814
Concession warrani- Oi 2,287 11,17C
Theft — inventories 20,00( 20,00(
Civil liability - general 20,00( 20,00(
Civil liability - vehicles 3,000 3,€00

(i) Based on the foreign exchange rate prevailing aeBwer 31, 2014 (ptax): US$1=R$3.9042

28. HELD-FOR-SALE ASSETS AND DISCONTINUED OPERATIONS

Sale of PT Portugal shares to Altice

On December 9, 2014, the Company and Altice entiteda purchase and sale agreement of all
PT Portugal shares to Altice, basically involvirtge toperations conducted by PT Portugal in
Portugal and in Hungary.

On January 22, 2015, Pharol shareholders appraweddle by Oi of all PT Portugal shares to
Altice, under the terms and conditions of the SiRurechase and Sale Agreement. Accordingly, the
suspensive condition provided for in said agreenwits effectiveness was implemented.

On June 2, 2015, the sale by Oi to Altice of ittirerstake in PT Portugal was completed. Altice
Portugal paid a total of €5,789 million for PT Rayal, of which €4,920 million were received in
cash by Oi and €869 million were immediately altechto settle PT Portugal euro-denominated
debt. There is also a provision for the paymentofearn-out of €500 million related to PT
Portugal’s future generation of revenue and Oi jgled a set of guarantees and representations
usual in this type of agreements to the buyer.
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Classification of the investment sales transactiorss discontinued operations

On May 5, 2014, the Company acquired PT Portugdlsance then it also fully consolidated its
profits or losses, assets and liabilities. In Delsem2014, with the approval of the sale of the
investments in PT Portugal to Altice, the Compalagsified its operations in Portugal as held-for-
sale assets and liabilities associated to helddte-assets, and discontinued operations.

With the sale of PT Portugal shares to Altice, lit&s on divesture is presented as discontinued
operations in a single line of the income staterrasmfollows:

2015 2014

Allowance for impairment loss at fair value of tA€ Portugal investment and

divesture-related expenses (4,164,478

Loss on sale of PT Portugal and divesture-relatpemrses (i) (625,464

Comprehensive income transferred to the incomersiatt (i) 1,709,347

Loss for the period of discontinued operations (iii (15,741) (250,061

Profit for the period from discontinued operations(iv) 1,068,142 (4,414,53¢
0] The loss on the sale of PT Portugal includes: i) derecognized investment cost that

includes goodwill arising on the business comboratietween the Company and PT less
the R$4.2 billion allowance for loss recognizedDacember 2014, and selling expenses
totaling R$1.3 billion; and (2) the R$0.7 billioevenue related to cash proceeds received
directly by the Company. The final price is subjecpossible post-closing adjustments to
be determined in the following months based on gbarin the cash, debt, and working
capital positions at the closing date.

(i) Refers to the cumulative foreign exchange diffeesnecognized in other comprehensive
income, transferred from equity to profit or loss the year due to divesture.

(i) Refers to PT Portugal’s loss recognized as equitgrofits of subsidiaries for 2015 and
2014.

(iv) The profit or loss from discontinued operationsludes the effect of taxes on selling
expenses amounting to R$82,699 (R$38,805 in 20i¥)the Company and on a
consolidated basis.

Approval of preparatory actions for the sale of Afiicatel

At the Board of Directors’ meeting held on Septermit® 2014, Oi's management was authorized
to take all the necessary actions to divest Oekestin Africatel, representing 75% of Africatel’'s
share capital, and/or dispose of its assets. Qiadtl the sale process, even though we believe tha
it would be in the best interests of both Africagblareholders to maximize the value of their
investments, that this sale be coordinated with I#ahuxco, a Helios Investors L.P. affiliate that
holds the remaining 25% of Africatel's share cdpi@i is committed to working with its local
partners and each one of the operating companiesewdifricatel holds investments to ensure a
coordinated transition of its interests in thesmpanies.
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Notwithstanding the above, our indirect subsidiéifiycatel GmbH & Co. KG (“Africatel GmbH”),
direct holder of the Oi's investment in Africatekceived on September 16, 2014 a letter from
Samba Luxco, where Samba Luxco exercised an allegletto sell the shares it holds in Africatel
(put option), pursuant to Africatel's shareholdesgireement. According to this letter, this put
option results from the indirect transfer of Afieashares, previously indirectly held by Pharol, t
the Company as the payment for the capital incresde in May 2014. In the letter, Samba Luxco
purported to exercise the alleged put right andetinerequire Africatel GmbH to acquire its shares
in Africatel.

The Company believes that there was not any actiavent that, under Africatel’s shareholders’
agreement terms, would trigger the right to exerdiiee put option. Accordingly, without prejudice

to the value the Company attributes to maintairangelationship of mutual respect with Samba
Luxco, Africatel GmbH intends to challenge the ei® of this put option by Samba Luxco in the
current circumstances, which, pursuant to Africatshareholders’ agreement, which was duly
notified in Africatel GmbH's reply to Samba Luxcdé&tter, on September 26, 2014.

Thus, on November 12, 2014, the International ColArbitration of the International Chamber of
Commerce notified Africatel GmbH that Samba Luxeal lsommenced arbitral proceedings against
Africatel GmbH to enforce its purported put rigit m the alternative, certain ancillary rights and
claims. Africatel GmbH presented its answer to Sainixco’s request for arbitration on December
15, 2014. The arbitral tribunal was constitutedMarch 12, 2015 and Africatel GmbH filed its
defense on October 9, 2015. The Company intenggtwously defend Africatel GmbH in these
proceedings.

Concurrently, Oi intends to focus its efforts oe gale of Africatel and/or its assets and believes
that if this goal is successfully met through thgiteation proceeding already initiated.

With regard to Africatel’s indirect stake in Unitehrough its subsidiary PT Ventures, it is worth
noting that on October 13, 2015, PT Ventures itidne arbitration proceeding against Unitel’'s
shareholders as a result of the violation by thedeof several rules of Unitel's shareholders’
agreement and the Angolan law, including the faat such shareholders caused Unitel not to pay
the dividends paid to PT Ventures and retain tfierination and clarifications on such payment.
Additionally, on October 20, 2015, PT Venturesdikn action for a declaration of sentence against
Unitel with an Angolan court, claiming the recogmit of PT Ventures’ right to receive the
outstanding dividends declared in 2010, and thildihds for the years 2011, 2012, and 2013.

The other shareholders of Unitel have asserted to'dhtures that they believe that Pharol's sala of
non-controlling interest in Africatel to Samba Loxén 2007 constituted a breach the Unitel
shareholders’ agreement. PT Ventures disputesithipretation of the relevant provisions of thateln
shareholders’ agreement and believes that sucksfmas apply only to a transfer of Unitel sharesy
Ventures itself. By the date of this report, themPany had not been notified of any proceedings
initiated with respect to Pharol’s sale of a nontaalling stake in Africatel to Samba Luxco.

The assets and of the African operations are sttélte lower of their carrying amounts and their
fair values less costs to sell.
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The African operations are consolidated in the iInestatement since May 5, 2014.

The main components of the assets for held saldiaitities associated to assets held for sale of
the African operations are as follows:

Operations in
Africa
201t

Held-for-sale assets 7,686,298
Cash, cash equivalents and cash investments 214,413
Accounts receivable 217,992
Dividends receivable (i) 2,042,191
Available-for-sale financial asset (i) 3,541,314
Other assets 230,318
Investments 61,425
Property, plant and equipment 466,049
Intangible assets 356,900
Goodwill 555,69¢
Liabilities directly associated to assets held fosale 745,00(
Borrowings and financing 9,557
Trade payable 85,73(
Provisions for pension pla 92¢
Other liabilities 648,79(
Non-controlling interests (*) 1,190,547
Total assets held for sale and liabilities assoced to assets held for sale - consolidated 5,750,751
Intragroup eliminations (295,489)
Total assets held for sale — Parent company 5,455,262
Investments in Africa 5,455,262

(*) Represented mainly by the Samba Luxco’s 25%esta Africatel Holdings, BV and, consequentlyjtsnet assets.
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PT Portugal African Total
operations operations
2014

Held-for-sale assets 26,283,854 7,642,738 33,926,592

Cash, cash equivalents and cash investments 590,111 170,056 760,167,

Accounts receivable 2,270,140 195,690 2,465,830

Dividends receivable (i) 1,948 1,261,826 1,263,774

Available-for-sale financial asset (ii) 4,284,416 4,284,416

Other assets 1,085,751 164,121 1,249,872

Investments 134,272, 63,267 197,539

Property, plant and equipment 10,560,140 506,347 11,066,487

Intangible asse 5,271,80: 376,44 5,648,24

Goodwiill 6,369,68 620,57: 6,990,25

Liabilities directly associated to assets held fosale 26,326,94 851,273 27,178,22

Borrowings and financing 18,892,793 83,843 18,976,634

Trade payable 2,260,50: 97,60( 2,358,10:

Provisions for pension pla 3,347,66 997 3,348,66.

Other liabilities 1,825,98! 668,83: 2,494,81i

Non-controlling interests 1,509,197 1,509,197

Total assets held for sale and liabilities assoced to assets

held for sale - consolidated (43,094) 5,282,268 5,239,174

Intragroup eliminations 26,202

Total assets held for sale — Parent company 5,265,376

Investments in PT Portuc 2,821,32

Due from related parti 2,444 ,05.

() Refers to dividends receivable from Unitel. In 20ttle Company’s recognized dividends not
yet received based on the expected recoverable rdanand took into account, for this
valuation, the existence of lawsuits filed to cclléghese amounts, the expected favorable
decisions on these lawsuits, and the existenceasli @t Unitel for the payment of these
dividends. The dividends not paid by Unitel to P&ntures refer to fiscal years 2010, 2011,
2012, and 2013, totaling US$661million;

(i) Refers mainly to the fair value of the indirecteir@st financial investment of 18.75% of

Unitel's share capital, classified as held for salee fair value of this investment at the date
of acquisition was estimated based on the valuatiade by Banco Santander (Brasil), which
used a series of estimates and assumptions, ingludish flows forecasts for a four-year
period, the choice of a growth rate to extrapalagecash flows projections, and definition of
appropriate discount rates. The Company has theypof monitoring and periodically

updating the main assumptions and material estamaded in the fair value measurement,
and also takes into consideration in this assesspuasible impacts of actual events related
to the investment, notably the lawsuits filed agalonitel and its shareholders in 2015. As at
December 31, 2015 and in the context of the updaifrassumptions referred to above, the
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Company determined a fair value of the investmentUnitel of R$3,436 million and
recognized in profit or loss a loss of R$2,208 imill The Company believes that the fair
value measured under the Discounted Cash Flowsochesimd using the discount rate
assumptions (from 15.5% to 17.5%), foreign excharajes, and other Angolan official
financial indicators, corresponds to the best esttnof the realizable value of the investment
in Unitel.

(i) As at December 31, 2015, the Company conducteditheal impairment test of its assets
related to the operations in Africa and recognizéalss on goodwill amounting to R$89,176.

29. OTHER INFORMATION
€) Rio Forte securities

On June 30, 2014, the Company was informed, thraaugiotice disclosed by Pharol, of the
investment made by PT International Finance BV (fPJand PT Portugal, companies contributed
by Pharol to Oi in the capital increase, in a comuia¢ paper of Rio Forte Investments S.A.
(“Securities” and “Rio Forte”, respectively), a cpamy part of the Portuguese group Espirito Santo
(“GES"), when both PTIF and PT Portugal were Phauotisidiaries.

According to said notice, the Securities had beasnead in the total amount of €897 million, and
bore average annual interest of 3.6% and maturedubnl15 and July 17, 2014 (€847 and €50
million, respectively), stressing that since A@8, 2014 no other investment and/or renewal of this
type of investments had been made.

Both PT Portugal and PTIF (collectively “Oi Subsidés”) became Company subsidiaries due to
the assignment of all PT Portugal shares to thegammby Pharol, on May 5, 2014, to pay in the
Company'’s capital increase approved on April 28 2B,d2014.

The Securities matures in July 2014 and subsequdrlcure period for payment of the securities
ended without Rio Forte paying the amount due. Dineembourg Commercial Court denied Rio
Forte’s request for controlled management on Octdl@e 2014 and Rio Forte’s bankruptcy was
declared on December 8, 2014.

Agreements entered into by the Company, TmarPart, md Pharol related to the cash
investments made in Rio Forte commercial papers

On September 8, 2014, after obtaining the due catpoapprovals, the Company, the Oi
Subsidiaries, TmarPart, and Pharol entered intinitigé agreements related to the investments
made in the Securities. The agreements providedifan exchange (the “Exchange”) through
which Oi Subsidiaries transferred the Securitiedt@rol in exchange for preferred shares and
common shares of the Company and held by Pharolwelks as (ii) the assignment by Oi
Subsidiaries of a call option on the Company sharéise benefit of PT (“Call Option”).

119



Oi S.A. and Subsidiaries

Notes to the Financial Statements

for the Years Ended December 31, 2015 and 2014
(Amounts in thousands of Brazilian reais - R$, unlgs otherwise stated)

On March 26, 2015, in order to comply with the dtinds presented by the CVM’s Board to grant

the waivers necessary for the implementation ofShare Exchange and Put Option, according to
the decision issued on March 4, 2015, the Compaty & Shareholders’ Meeting which approved

the terms and conditions of the Share Exchangd”ah®ption agreements.

On March 31, 2015, the Company announced in a Mahtéact Notice, the consummation of the
Exchange, under which Pharol delivered to the hsRliaries Oi free shares corresponding to
47,434,872 OIBR3 (common shares) and 94,869,744R@IBpreferred shares) (“Exchanged
Shares”); and in exchange Oi, through PTIF, dedidethe Securities to Pharol, totaling €897
million, with no money involved.

With implementation of the Exchange, Pharol becdh®eholder of the Securities and the sole
responsible for negotiating with Rio Forte and ttexisions related to the Securities, and the
Company is responsible for the supporting docuntiemtéao Pharol to take the necessary actions to
collect the receivables represented by the Seesuriti

As a result of the consummation of the Exchangerdtis direct interest in Oi decreased from

104,580,393 common shares and 172,025,273 prefsha@s, representing 37.66% of the voting
capital (ex-treasury) and 32.82% of the total apif Oi (ex-treasury) to 57,145,521 common

shares and 77,155,529 preferred shares, repreg@4ti@1% of the voting capital (ex-treasury) and
19.17% of the total capital of Oi (ex-treasury). €iares received by PTIF as a result of the
Exchange will remain in treasury.

Main terms of the Call Option for the Purchase of &ares (“Option Contract”)

Under the Call Option Agreement entered into ont&aper 8, 2014 by Pharol, PTIF, PT Portugal,
Oi, and TmarPart, and amended on March 31, 20E5¢c#t option on Oi shares granted Pharol
became exercisable with the consummation of theh&xge, beginning March 31, 2015, at any
time, during a six-year period.

Under the terms of the Call Option Agreement, tiadl Option will involve 47,434,872 Oi common
shares and 94,869,744 Oi preferred shares (“Slsargigct to the Option”) and can be exercised, in
whole or in part, at any time, pursuant to thedieihg terms and conditions:

() Term: six (6) years, noting that Pharol’s rightexercise the Option on the Shares Subjecteto th
Option will be reduced by the percentages below:

Date of Reduction % of Shares Subject to the Option that cease tq the
subject to the Option each year
As from 03/31/2016 10%
As from 03/31/2017 18%
As from 03/31/2018 18%
As from 03/31/2019 18%
As from 03/31/2020 18%
As from 03/31/2021 18%
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(ii) Exercise Price: R$1.8529 per Company prefegkdre and R$2.0104 per Company common
share, before the reverse share split approvedaweriber 18, 2014, as adjusted by the interbank
deposit rate (CDI), plus 1.5% per annum, calculatec pro rata temporis basis, from the date of
the Exchange to the date of the effective paymé&etioh exercise price, in whole or in part, of the

Option. The exercise price of the shares will b&l pa cash, at the transfer date of the Shares
Subiject to the Option.

Qi is not required to maintain the Exchanged Shardseasury. In the event that PTIF or any of

Oi's subsidiaries do not hold, in treasury, a sigfit number of Shares Subject to the Option to
transfer to Pharol, the Option may be financiadiitled through payment by the Oi Subsidiaries of
the amount corresponding to the difference betwihermarket price of the Shares Subject to the
Option and the respective exercise price correspgrtd these shares.

While the Option is effective, Pharol may not pash Oi shares, directly or indirectly, in any

manner other than by exercising the Option. Pham} not transfer or assign the Option, nor grant
any rights under the Option, including securitythout the consent of Oi. If Pharol issues, directly
or indirectly, derivatives that are backed by derenced to Oi shares, it shall immediately use the
proceeds derived from such a derivative transactiimectly or indirectly, to acquire the Shares

Subiject to the Option.

Oi may terminate the Option if (i) the Bylaws ofdPbl are amended voluntarily to remove or
amend the provision that limits the voting right10% of all votes corresponding to the capital
stock of Pharol; (ii) Pharol directly or indirectigngages in activities that compete with the
activities of Oi or its subsidiaries in the couesriin which they operate; (iii) Pharol violatestagr
obligations under the Option Contract.

On March 31, 2015, the Option Agreement was amendeprovided for (i) the possibility of
Pharol assigning or transferring the Call Opti@gardless of previous consent by Oi, provided that
such assignment or transfer covers at least YaeoBttares Subject to the Option, and Pharol can
freely use the use the proceeds of such transactidii the possibility of Pharol, subject to
previous, written consent from Oi, creating or giragn any rights arising on the Call Option or,
pledging the guarantees supported by the Call @pénd (iii) the grant of a right of first refudal

Oi for the acquisition of the Call Option, shoulldarol wish to sell, assign, transfer, contribute th
capital of another entity, transmit, or otherwisél er dispose of the Call Option.

This amendment has been executed with a suspecwindition and would only be effective after
an authorization from the CVM to amend the Optiogréement were granted. However, at a
meeting held on December 16, 2015, the CVM'’s baaaided to refuse the entire request filed by
the Company for waiver of the requirements of CMidttuctions 10/1980 and 390/2003 to amend
the Option Agreement.

These Instructions determine that the acquisitiod sale of shares of a publicly held company
must be conducted in a stock exchange and thatttiod options transactions of a publicly held
company must be conducted in the markets wheredh®wany's shares are traded, and interdicts
any private transactions. The waiver of these requénts would allow the enforcement of the
provisions of the amendment to the Call Option A&gnent related to (i) the possibility of privately
transferring the Call Option from Pharol to Oi) @ranting a right of first refusal to Oi to accuir
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the Call Option; and (iii) the possibility of makjrthe payment of the Option acquisition price in Oi
shares, if the right of first refusal if exercised.

As at December 31, 2015, the fair value of the Oagllion is estimated at R$4 million calculated by
the Company using the Black-Scholes model and dtieat share volatility assumptions, using the
Revenue Approach valuation technique provided fop&ragraphs B10 and B11 of CPC 46/IFRS
13 Fair Value Measurement.

(b) Consolidation of the telecommunications industry irthe Brazilian market

On August 26, 2014, Oi entered into an agreemetht Banco BTG Pactual S.A. (“BTG Pactual”)
under which the latter will act as commissionerd&velop feasible alternatives to render viable
participating in the industry consolidation in fBeazilian telecommunications market.

As already reported to the market, BTG Pactual l$dussions with third parties regarding a
possible transaction and the role of BTG Pactueluites contracting other market players that
could be interested in the transaction, as Compgewnt for the transaction.

On October 23, 2015, the company received fromek®tie Technology (UK) LLP, one of the
companies in the Letter One investment group (“ethinology”), a letter containing an exclusivity
proposal in a potential transaction for the spedifurpose of allowing a consolidation in the
Brazilian telecommunications industry involving atential business combination with TIM
Participacdes S.A. (“TIM Participagbes”). Under threposal, L1 Technology would be willing to
make a capital contribution of up to US$4.0 billtonthe Company, contingent to the consolidation
transaction.

After assessing the proposal, the Company senduater-proposal to L1 Technology on October
28, de 2015, under which Oi and L1 Technology wauldtually grant each other an exclusivity
right over a seven-month periods, starting on Gatab3, 2015, especially regarding business
combinations involving telecommunications companiestelecommunications assets in Brazil.
Since L1 Technology accepted the terms of the ewpraposal, Oi and L1 Technology are now
bound by the exclusivity agreement during the sepaniod starting October 23, 2015.

If the transaction under construction materializéss expected a decrease in Oi's leverage to
become a more robust player, and the generatioma@dr synergies and gains of scale, promoting
the creation of value for all shareholders. A ptgrunion of Oi with TIM Participa¢des should
result in the incorporation of a more complete tdygpositioned operator, capable of competing
with global players already operating in Brazil. iSomers should benefit from this trend,
consequently strengthening the Company.

On February 25, 2016, Oi disclosed a Material Fdatice where it informed that it have been
notified by L1 Technology that L1 Technology haddidosed a notice stating that it had been
informed by TIM that the latter was no longer ietsed in proceeding with the negotiations on the
possibility of a business combination with Oi inaBil. L1 Technology informed that without
TIM’s involvement it could not proceed with tranSan as previously planned. In light of this
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information, Oi will assess the impacts of thisioeton the possibilities of consolidation in the
Brazilian market.

(©) Completion of the share auction

The last auction to sell the shares resulting fthenreverse split of share fractions approved by th
shareholders at Extraordinary Shareholders’ Medt#ld on November 18, 2014 was held on June
30, 2015.

As a result of the three auctions held, 1,069,18mh@any common shares and 1,162,652 Company
preferred shares were sold ("Share"), represetindpe shares resulting from the reverse split of
share fractions.

The net proceeds of the sale of the Shares toR$#¢8,632 and were deposited on July 10, 2015 on
behalf of the share fraction holders, proportiolyati® the number of shares held.

(d) New York Stock Exchange (NYSE) Listing Rule

In September 2015, the Company was notified byNNM&E that Oi was not complying with the
continued listing rule, which requires that the rage closing price of the listed securities of a
company cannot go below US$1.00 per share in anyezutive 30-day trading period.

On January 22, 2016, in order to comply with th@imum share price requirement established by
NYSE, Oi disclosed a Notice to the Market annougdime change in Company’s common shares
ratio of the Depositary Receipts Program, LevelSponsored (“Common DR”) so that each
Common DR, which was previously one (1) common ehapresents five (5) common shares as
from February 1, 2016.

30. SUBSEQUENT EVENTS
Optimization of the Company’s liquidity and debt profile
Pursuant to the Material Fact Notice disclosed bgrOMarch 9, 2016, has retained PJT Partners as

financial advisor to assist Oi in evaluating finethcand strategic alternatives to optimize its
liquidity and debt profile.

Oi’s operating focus remained unchanged, whereomests remain the Company’s top priority.

Oi is committed to continuing to make investmertattensure a continual improvement of its
guality of service, which it believes will allow b continue to bring technological advances to its
customers all over Brazil. Oi also continues to arteke efforts for the operating upgrading and
transformation of its business by focusing on aitgtenfrastructure optimization, process revision
and sales actions.
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Revenue
Sales of goods and services
Voluntary discounts and returns
Allowance for doubtful accounts
Other income

Inputs purchased from third parties
Interconnection costs
Supplies and power
Cost of sales
Third-party services
Other

Gross value adde

Retentions
Depreciation and amortization
Provisions (includes inflation adjustment)
Loss for the year of discontinued operat
Other expens:

Wealth created by the Compan

Value added received as transfer

Equity in earnings of investees
Financial income

Wealth for distribution

Wealth distributed
Personnel
Salaries and wages
Benefits
Severance Pay Fund (FGTS)
Other

Taxes and fees
Federal
State
Municipal

Company Consolidated
2015 2014 2015 2014

13,679,37 13,748,891 44,519,32! 45,357,48:
(5,541,825) (5,087,999) (9,016,900) (8,203,473)
(90,140) (94,170) (721,175) (649,463)
530,723 1,166,862 1,584,463 4,349,66°
8,578,132 9,733,584 36,365,708 40,854,21;
(796,660) (1,151,464) (1,808,845) (2,689,815)
(284,520) (204,080) (1,378,285) (1,032,922)
(323,451) (834,606)
(1,964,464)  (2,236,160) (8,817,293) (9,368,482)
(58,179) (74,468) (849,483) (933,314)

(3,103,823)  (3,666,172)

(13,177,357)

(14,859,139)

5,474,30' 6,067,41 23,188,35 25,995,07:
(959,146)  (862,796) (5,091,680) (4,535,418)
(5EBp (515,802) (1,037,797) (1,012,590)
1,068,14 (4,414,53¢ 1,068,14 (4,414,53¢
(354,995 (204,688 (291,949 (486,772
(759,552)  (5,997,825)  (5,353,284)  (10,449,319)
471475 69,58 17,835,06 15,545,75:
(4,104,581)  1,359,55( (21,883) (5,881)
1,513,699 840628 4,904,550 1,344767
(2,590,882) 2,200178 4,882,667 1,338886
2,123,875 2,269765 22,717,734 16,884640
(328,702)  (462,635) (1,795,289) (1,890,798)
(78,550) (82,996) (455,641) (435,655)
(19,589)  (26,683) (131,475) (135,915)
(7,981) (12,841) (60,165) (77,467)
(434,822 (585,155 (2,442,57C (2,539,835
522,069 (251,149) (2,032,858) (2,677,587)
(1,519,38¢ (1,701,71€ (6,438,007 (7,083,455
(30,453) (20,822) (200,591) (153,296)
(1,027,773)  (1,973,687)  (8,671,456) (9,914,338)
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(continued)

Lenders and lessors
Interest and other financial charges
Rents, leases and insurance

Shareholders

Non-controlling interests
Retained losses

Wealth distributed

Company Consolidated

2015 2014 2015 2014
(5,089,473 (3,626,993)  (13,351,479) (5,717,367)
(509,715)  (491,641) (3,599,830) (3,119,521)
(5,596,188) (4,118,634) (16,951,309) (8,836,888)
412,693 (1,290)
4,934,908 4,407711 4,934,908 4,407,71:
4,934,90¢€ 4,407,711 5,347,601 4,406,42'

(2,123,875)  (2,269,765)

(22,717,734)

(16,884,640)
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