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The tax impact on Brazilian telecom industry is the
highest compared to 17 countries

e The Brazilian tax over telecom services are 2 times

@ Result of 11 higher than European countries and 3.3 times
combined taxes and higher than US taxes;

43‘/ funds contributions e There was an increase on telecom taxes in 2016

due to the fiscal crisis of Brazilian states;
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Source: Teleco, 2015. http://www.teleco.com.br/precos_pais.asp




FUST:

This the result of several taxes combined « RS 20 BILLIONS
between 2001 and
2015
IRPJ
CSLL
Federal PIS Fust
Cofins
AIEL Setorial
Fistel (TFF e TFI, taxes and
ICMS Condecine, CFRP) .
ICMS substitui¢do tributaria PPDUR
States
Cities

ICMS:

e RS 34 BILLIONS in 2015

e 8,5% of total ICMS
revenues



Besides that, due to the local competition and low
local income, the Brazilian telecom prices are low

Minute of Cell Phone Call (USS)

Average retail price, with tax, considering With taxes
promotions (Teleco Brazilian average price 0.45
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Source: Consultoria Teleco, relatério O Desempenho Comparado das Telecomunicagdes do Brasil Pregos dos Servigos de Telecomunicagdes Servigo Mével Pessoal Pré-Pago



As a consequence, the Brazilian telecom operator

margins are low and decreasing ...

A Merryl Lynch report (jan/2015) comparing the telecom EBTIDA of 47 countries showed
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s0% | that the Brazilian margin was the lowest.
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Source: Global Matrix | BofA Merrill Lynch (Jan/15)



As a consequence, the Brazilian telecom operator
margins are low and decreasing ...

* Since 2012 the return over investments

0,

15.3% E..ZA ~=WACC is lower than the WACC and since 2013
13.7% is than the basic interest rate also;
11.8%
10.5% 10.0% 14.3% * This show a risk related to investments
9.5% =B-Interest rate in telecom in Brazil and one alternative
7.3% to help solve this is to decrease the tax
37 8.6% 3.1% . .
1% weight of the industry.
4.5% =#=ROI
2012 2013 2014 2015

Source: Bloomberg



e
... Besides this, the Brazilian companies still

mantain the investment levels

Investments (RS x Billions)
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Source: Telebrasil / open data of financial reports of the companies

But, to improve the
investments, some measures
will be welcomed in the tax
field:

e Simplify the tax system;

* Decrease the total tax
weight and avoid further
increases;

e Reinvest the funds in the
industry itself;
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