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+8,5% 

+5.8% 
Revenue from B2B clients 
grows by 5.8%.  
 

40.1% 

+22.8% 
Number of corporate clientes 
grows by 22.8%. 

EBITDA margin from Telecom 
segment is 40.1%. 
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IFRS 16 became effective in January 2019. For purposes of comparison of information and understanding of the 
Company’s performance, the Consolidated Statement of Profit and Loss, Balance Sheet and Statement of Cash Flow, for 
the periods ended June 30, 2019 and 2018 are presented as follows: Pro forma: excluding the effects from the adoption 
of IFRS 16 in 2019 data (comparable to 2018); Accounting: including the effects from the adoption of IFRS 16. For 
purposes of analysis and comparison, the texts refer to the pro forma figures, except if IFRS 16 standard is indicated. In 
addition, beginning 1Q19, some past results were reclassified to better reflect the business dynamics. 

Uberlândia – MG, August 2019 – Algar Telecom, 
a telecom services company in the corporate (B2B) 
and retail (B2C) segments, releases its earnings for 
the second quarter of 2019 (2Q19). 
 
The Company’s individual and consolidated financial 
statements were prepared according to the 
International Financial Reporting Standards IAS 34 
– Interim Financial Information issued by the 
International Accounting Standards Board (“IASB”) 
and CPC 21 (R1) – Interim Financial Information 
issued by the Accounting Pronouncements 
Committee (“CPC”), accounting practices adopted in 
Brazil (“BRGAAP”) and standards issued by the 
Brazilian Securities and Exchange Commission 
(“CVM”), in domestic currency (Brazilian reais - R$). 
Unless stated otherwise, comparisons relate to the 
2nd quarter of 2018 (2Q18). 
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2Q19 HIGHLIGHTS 
 
TELECOM 
 

B2B 
 
 Conclusion of the acquisition of “Smart Telecomunicações e Serviços LTDA”, adding 1 

thousand km of optical fiber in Greater Recife region.   

 

 The number of B2B clients grew by 14,3%, 22.8% of which in the corporate segment and 
13.2% in the SME segment, and gross revenue increased by 5.8% compared to the 2Q18. 

 
 

 

B2C  
 

 Broadband revenue increased by 3.0% due to the greater optical fiber coverage in the 
concession region and already accounted for almost 50% of B2C total revenue. 

 
 

 
STRONG FINANCIAL PERFORMANCE 
  
 The Company recorded R$117.3 million in EBITDA due to the final decision rendered by 

the Federal Regional Court of 1st Region (TRF-1) relating to the recognition of the right 
to exclude the ICMS from the PIS and COFINS calculation basis. 

 
 Net revenue in the Telecom segment increased by 4.2% compared to the same period of 

2018.  
 

 On August 1, 2019, ANATEL´s Board of Directors unanimously approved Algar Telecom’s 
Term of Adjustment of Conduct (“TAC”), which will result in the conversion of part of the 
fines applied by the Agency to the Company, in investments in the telecommunications 
segment. This TAC will be now appraised by the Federal Court of Accounts (“TCU”).  
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HIGHLIGHTS1 

                                                                                                                                                                              R$ million 

 
 
TELECOM  

B2B clients 

In the 2Q19, the number of B2B clients, the Company’s main expansion segment, totaled 114,430, 
an increase of 14.3% compared to the same period of 2018, driven again by corporate clients, which 
increased by 22.8% in the period, followed by SME clients, an increase of 13.2%.   

 

                                                        
                                                                                

1 Pro-forma numbers do not include the impact of IFRS16, a new accounting standard, effective beginning January 1, 2019, according to 
which the lessees are required to recognize all lease assets and liabilities (except for short-term leases and leases of low-value assets) in the 
statement of profit or loss. The Company entered of lease agreements for different assets, such as towers, land, offices, stores and commercial 
real estate, among others.   
 
 
  
 
 
 

 
 
 
 
 

2Q18 1Q19 2Q19  Δ Year  Δ Quarter 6M18 6M19  Δ Year 2Q19 6M19

GROSS REVENUE 908.2 906.8 913.7 0.6% 0.8% 1,821.2 1,820.4 0.0% 913.7 1,820.4
Telecom 665.4 675.8 680.9 2.3% 0.8% 1,331.6 1,356.7 1.9% 680.9 1,356.7
B2B* 381.4 399.1 403.4 5.8% 1.1% 758.2 802.5 5.8% 403.4 802.5
B2C* 288.8 278.5 279.3 -3.3% 0.3% 586.3 557.9 -4.8% 279.3 557.9

Tech - BPO/Managed IT 242.8 231.0 232.8 -4.1% 0.8% 489.6 463.7 -5.3% 232.8 463.7
NET REVENUE 705.8 709.1 719.6 2.0% 1.5% 1,412.4 1,428.7 1.2% 719.6 1,428.7
Telecom* 494.4 505.2 515.1 4.2% 2.0% 986.9 1,020.3 3.4% 515.1 1,020.3
Tech - BPO/Managed IT* 225.3 214.5 216.4 -4.0% 0.9% 453.2 430.9 -4.9% 216.4 430.9

EBITDA 255.6 213.5 318.7 24.7% 49.3% 466.2 532.2 14.2% 338.5 576.7
Margin % 36.2% 30.1% 44.3% - - 33.0% 37.3% - 47.0% 40.4%
Recurring EBITDA 241.2 213.5 226.5 -6.1% 6.1% 443.5 440.0 -0.8% 246.3 484.5
Margin % 34.2% 30.1% 31.5% - - 31.4% 30.8% - 34.2% 33.9%
NET PROFIT 79.9 47.3 178.8 123.8% 278.0% 135.9 226.2 66.4% 176.0 220.0
Margin % 11.3% 6.7% 24.8% - - 9.6% 15.8% - 24.5% 15.4%

INVESTMENTS 134.4 202.0 174.7 30.0% -13.5% 251.2 376.6 49.9% 174.7 376.6
NET DEBT/EBITDA 1.8 1.8 1.6 - - 1.8 1.6 - 2.0 2.0

TOTAL B2B CLIENTS (unit) 100,075 109,405 114,430 14.3% 4.6% 100,075 114,430 14.3% 114,430 114,430
*Before intercompany eliminations between segments and customers.

Pro forma¹ Accounting

2Q18 1Q19 2Q19  Δ Year  Δ Quarter

Number of clients (unit)

Total 100,075 109,405 114,430 14.3% 4.6%

Corporate 11,982 14,485 14,710 22.8% 1.6%

SME 88,093 94,920 99,720 13.2% 5.1%
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In the 2Q19, revenue from B2B clients, which accounted for 59% of the Company’s total revenue 
from telecom services, reached R$403.4 million, an increase of 5.8%, mainly due to the 6.6% growth 
in data solutions. In the first six months of the year, revenue from B2B clients also increased by 5.8%.  

Revenue from voice services of B2B clients, in turn, decreased by 12.3%, due to lower wireless voice 
service provided to small-sized companies in the Company’s concession area. Voice revenues 
represent only 11.5% of B2B total revenues.  

Other revenues increased by 50.3%, mainly due to the expansion of SVA services, especially those 
directed to network protection, management and monitoring.  

                                                                                                                                                                  R$ million 

 
 
B2C clients 

Retail services are provided in Algar Telecom’s concession area and in some cities bordering Minas 
Gerais, where the Company also provides retail services. For these clients, the Company offers fixed 
and mobile broadband, fixed-line and mobile services and TV packages. Algar Fibra provides internet 
access through optical fiber and can reach up to 300 Mbps, composed of different combinations of 
fixed-line and mobile services, in order to meet the different clients’ profiles and needs.  

 

 

In the 2Q19, a gross revenue from telecom services to B2C clients totaled R$279.3 million compared 
to R$288.8 million in the 2Q18, a decrease of 3.3%. Such reduction compared to the last quarters 
(3.3%: 2Q19 X 2Q18; 6.4%: 1Q19 X 1Q18 and 6.3%: 4Q18 X 4Q17) resulted mainly from the 
increased offers by combining Algar Fibra with post-paid mobile telephone, in the context of the “Vem 
com tudo pra Algar” (’Come join Algar’) campaign, launched on April 1, 2019.       

Broadband revenue share rose 3 percentage points from 45.8% in 2Q18 to 48.8% of B2C total 
revenue in 2Q19, while voice revenues fell more than 7 percentage points and now represent only 
29.6% of the total.       

 

GROSS REVENUE 2Q18 1Q19 2Q19  Δ Year  Δ Quarter 6M18 6M19  Δ Year

    B2B 381.4 399.1 403.4 5.8% 1.1% 758.2 802.5 5.8%

Data 313.4 328.1 334.2 6.6% 1.9% 613.3 662.3 8.0%

Voice 52.9 46.8 46.4 -12.3% -0.9% 101.8 93.2 -8.4%

Other 15.1 24.3 22.7 50.3% -6.6% 43.1 47.0 9.0%

Operational 
information* 
(thousand)

2Q18 1Q19 2Q19 ∆ Year ∆ Quarter

Data 532 551 558 4.9% 1.3%

Fixed phone 756 725 711 -6.0% -2.0%

Mobile phone 1,301 1,268 1,358 4.4% 7.1%

Pay TV 93 78 76 -19.0% -3.1%
* Data published by Anatel.
   Information includes the concession area and the cities operated in the H band. 
   Data including retail clients and corporate clients.
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                                                                                                                                                                R$ million 

 

TECH – BPO/MANAGED IT  

The Tech – BPO/Managed IT segment’s consolidated gross revenue totaled R$232.8 million in the 
2Q19, a decrease of 4.1% compared to 2Q18. This variation resulted from the strategic change of 
service portfolio implemented by the segment, focused in offers and services where the segment is 
more specialized and competitive, which caused the loss of some contracts/clients. In the first six 
months of the year, the Company recorded a decrease of 5.3%. 

CONSOLIDATED REVENUE  

By combining both business segments, Algar Telecom’s consolidated gross revenue totaled R$913.7 
million in the 2Q19, an increase of 0.6% compared to the 2Q18. Such variation resulted mainly from 
the increase in data revenues, partially compensated by the decrease in voice revenues, a trend noted 
in the sector as a whole, and the decrease in revenues from the Tech – BPO/Managed IT segment. 
Consolidated net revenue totaled R$719.6 million in the quarter, an increase of 2.0% compared to 
the same period in 2018. In the first half of 2019, gross revenue remained stable and net revenue 
increased by 1.2% compared to the same period of prior year. 

CONSOLIDATED COSTS AND EXPENSES 

In the 2Q19, consolidated operating costs and expenses, excluding depreciation and amortization, 
decreased by 11.0% compared to the 2Q18 due to non-recurring effects, in the Telecom sector, 
totaling R$92.2 million. These effects include the positive amount of R$117.3 recorded as other 
operating income due to the final decision rendered by the Federal Regional Court of 1st Region (TRF-
1) related to the recognition of the right to exclude the ICMS from the PIS and COFINS calculation 
basis. The other two effects are negative: R$10.7 million, related to revisions made in amounts of 
some contingencies and escrow accounts, and R$14.4 million, recorded as personnel expenses, 
relating to the supplementary provision for payment of Profit Sharing Bonus in view of the expected 
increased results in the Telecom sector.  

The Company maintained its cost reduction and digital transformation programs; however, the total 
costs are impacted by the initial cost of operating in new locations, in line with the Company’s 
expansion strategy focused on the B2B sector. To the extent that sales increase in these locations, 
these costs – personnel, rent and insurance and means of connection – will be diluted, which, based 
on our experience, will take between two to three years.  

        

              

 

 

 

 

GROSS REVENUE 2Q18 1Q19 2Q19  Δ Year  Δ Quarter 6M18 6M19  Δ Year

     B2C 288.8 278.5 279.3 -3.3% 0.3% 586.3 557.9 -4.8%

Broadband (fixed and mobile) 132.4 137.4 136.4 3.0% -0.7% 261.7 273.9 4.7%

Voice (fixed and mobile) 106.4 81.3 82.9 -22.1% 2.0% 227.9 164.3 -27.9%

Other 50.0 59.8 60.0 20.0% 0.3% 96.8 119.7 23.7%
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                     R$ million   

 

Personnel 

Personnel costs and expenses totaled R$268.0 million in the 2Q19, an increase of 19.9% 
(R$44.5 million) compared to the same period of prior year. In addition to the effect of R$14.4 
million referred to above, the increase resulted from: (i) revenue of R$5.8 million in the Tech - 
BPO/Managed IT sector, resulting from the termination of agreements, with the subsequent 
personnel reduction; and (ii) revenue of R$24.3 million in the Telecom sector – by virtue of the 
allocation of the commercial and technical teams to the new geographic areas where the 
Company began to operate. In the first six months of the year, personnel expenses increased 
by 8.3% for the same reasons already mentioned.  
 

Materials 

In the 2Q19, costs and expenses with materials decreased by 11.7% (R$1.9 million) compared 
to the 2Q18 due to lower costs from prepaid cards and materials used in the sites. From Jan to 
June 2019, the Company recorded a decrease of 10.8%.  
 

Outsourced services 

Costs and expenses with outsourced services totaled R$118.7 million, compared to R$124.9 
million in the 2Q18, a decrease of 5.0%. Such decrease resulted mainly from an increase in 
deferred commission expenses.  
 

Interconnection and means of connection 

Costs with interconnection and means of connection totaled R$29.0 million, an increase of 
10.2% compared to the 2Q18. This variation, despite of the reduction of the interconnection 
tariffs promoted by Anatel on February 25, 2019, resulted from the increased EILD contracting 
in the Algar Telecom’s new operational areas. In the accumulated for the year, these costs 
decreased by 1.3% compared to 2018. By solely considering the means of connection, the 
Company recorded an increase of approximately 10%, which percentage is proportionally higher 
than the increase in B2B revenues in the same period, in line with the Company’s operations in 
new locations where the penetration/basis of clients is not significant when compared to the 
start-up fixed costs. 
 

 

 

2Q18 1Q19 2Q19  Δ Year  Δ Quarter 6M18 6M19  Δ Year 2Q19 6M19

(450.2) (495.7) (400.9) -11.0% -19.1% (946.2) (896.5) -5.2% (381.1) (852.1)
Personnel (223.5) (241.4) (268.0) 19.9% 11.0% (470.2) (509.3) 8.3% (268.0) (509.3)

Materials (15.9) (14.1) (14.0) -11.7% -0.6% (31.5) (28.1) -10.8% (14.0) (28.1)

Outsourced services (124.9) (127.2) (118.7) -5.0% -6.6% (246.4) (245.9) -0.2% (118.7) (245.9)
Interconnection and 
connection means

(26.3) (29.3) (29.0) 10.2% -0.9% (59.0) (58.3) -1.3% (29.0) (58.3)

Advertising and marketing (13.8) (8.0) (12.6) -8.4% 58.1% (25.9) (20.6) -20.2% (12.6) (20.6)

Allowance for doubtful debts (7.7) (2.9) (3.5) -54.6% 18.9% (14.2) (6.4) -54.6% (3.5) (6.4)

Rent and insurance (39.8) (53.2) (53.1) 33.4% -0.1% (88.7) (106.3) 19.9% (33.3) (61.9)

Other* 1.7 (19.7) 98.1 - - (10.3) 78.4 - 98.1 78.4 
*Including other operating income (expenses).

AccountingPro forma 
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Advertising and marketing 

In the 2Q19, advertising and marketing expenses totaled R$12.6 million, a decrease of 8.4% 
compared to the 2Q18. This variation resulted from the higher concentration on new campaigns 
in 2Q18 in the retail market. In comparison to the 1Q19, the Company recorded an increase of 
58.1%, due to the concentration of new campaigns launches at the end of 2018. In the 
accumulated for the year, these expenses decreased by 20.2%.  

 
Allowance for doubtful debts 
 

The expenses with allowance for doubtful debts totaled R$3.5 million, a decrease of R$4.2 
million compared to the 2Q18 due to the reduction in Management’s loss expectation. For the 
first six months of 2019, these expenses decreased by R$7.8 million.   

 
Rent and insurance 

In the 2Q19, costs and expenses with rent and insurance totaled R$53.1 million, an increase of 
33.4% compared to the same period of 2018 due to the geographic expansions, representing 
mainly new rental agreements of technical sites. In the accumulated for the year, the Company 
recorded an increase of 19.9%. Considering the effects from adopting IFRS 16 (which provides 
for the recognition of the lease agreements as assets and liabilities as of Jan 2019), costs and 
expenses with rent and insurance in the 2Q19 totaled R$33.3 million, compared to R$39.8 
million in the 2Q18.  
 

Other 

Other costs and expenses increased by R$98.1 million, compared to R$1.7 million in the 2Q18. 
This variation was impacted by the recognition of two non-recurring factors: Positive R$ 117.3 
million, referring to the recognition of the right to exclude ICMS from the PIS and COFINS 
contributions basis of calculation, and the negative effect of R$ 10.7 million, related to revisions 
made in the amounts of some contingencies and escrow accounts. Excluding these effects, as 
well as non-recurring effects from the 2Q18, these expenses decreased by approximately R$4.0 
million. In the first six months of the year, revenues totaled R$78.4 million compared to 
expenses of R$10.3 million in 2018. Excluding the non-recurring effects for both periods, 
expenses would decrease by approximately R$4.4 million.  
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EBITDA        
                                                                                                                                                                                                                                                                

                                                                                                                                          R$ million   

 

Telecom 

The Telecom segment recorded EBITDA of R$298.7 million in the 2Q19, compared to R$227.6 million 
in the 2Q18, an increase of 31.2%. This variation resulted from a revenue of R$92.2 million, due to 
the non-recurring factors mentioned above. Excluding these effects, EBITDA totaled R$206.5 million 
in current quarter and R$213.2 million in the same quarter of 2018, with EBITDA margins of 40.1% 
and 43.1%, respectively. The margin variation resulted from the expenses incurred by the Company 
due to the start-up of operations in new locations, which will generate greater revenues to the extent 
that new corporate clients are recruited, as the initial costs for start-up of operations are diluted to a 
lower client base.  

In the first six months of the year, recurring EBITDA increased by 4.2% compared to the same period 
of 2018, with EBITDA margin of 40.6% compared to 40.3%.  

Tech – BPO/Managed IT 

In the 2Q19, the EBITDA for the Tech – BPO/Managed IT segment totaled R$20.1 million compared 
to R$28.0 million in the 2Q18, with margin of 9.3%. This variation resulted from the portfolio 
improvement in this segment which resulted in the termination of some agreements/offers. 

Consolidated EBITDA 

As a result of the combination of both business segments, the Company’s consolidated EBITDA totaled 
R$318.7 million in the 2Q19 and margin of 44.3%, compared to 36.2% in the same quarter of prior 
year. Excluding the non-recurring effects, consolidated EBITDA totaled R$226.5 million, with margin 
of 31.5% in the quarter.  

From January to June 2019, consolidated EBITDA totaled R$532.2 million, an increase of 14.2% 
compared to 2018. Excluding the abovementioned effects, consolidated EBITDA totaled R$440.0 
million, with margin of 30.8%. 

 

 

2Q18 1Q19 2Q19  Δ Year  Δ Quarter 6M18 6M19  Δ Year 2Q19 6M19

Telecom 227.6 207.9 298.7 31.2% 43.7% 420.4 506.6 20.5% 315.1 543.7
% 46.0% 41.2% 58.0% - - 42.6% 49.7% - 61.2% 53.3%

Recurring Telecom 213.2 207.9 206.5 -3.2% -0.7% 397.7 414.4 4.2% 222.9 451.5
% 43.1% 41.2% 40.1% - - 40.3% 40.6% - 43.3% 44.2%

Tech - BPO/Managed IT 28.0 5.6 20.1 -28.3% 258.5% 45.8 25.6 -44.1% 23.4 33.0
% 12.4% 2.6% 9.3% - - 10.1% 5.9% - 10.8% 7.7%

CONSOLIDATED 255.6 213.5 318.7 24.7% 49.3% 466.2 532.2 14.2% 338.5 576.7
margin 36.2% 30.1% 44.3% - - 33.0% 37.3% - 47.0% 40.4%

Recurring CONSOLIDATED 241.2 213.5 226.5 -6.1% 6.1% 443.5 440.0 -0.8% 246.3 484.5
margin 34.2% 30.1% 31.5% - - 31.4% 30.8% - 34.2% 33.9%

Pro forma Accounting



 

10 
 

DEPRECIATION AND AMORTIZATION 

The Company’s depreciation and amortization totaled R$101.9 million, an increase of 14.9% compared 
to the 2Q18. This variation resulted from the increased investments in fixed assets, mainly networks 
to expand and serve B2B clients and also FTTH networks to provide higher data traffic speeds to B2C 
customers.  

FINANCE COSTS 

Net finance costs totaled R$48.9 million in the 2Q19 by virtue of a revenue of R$95.2 million generated 
from the right to exclude the ICMS from the PIS/COFINS calculation basis. Excluding these effects, 
net expenses for the quarter totaled R$46.3 million, a decrease of 3.9% compared to the same period 
of 2018, due to higher revenues from short-term investments. 

NET PROFIT FOR THE PERIOD  

The Company’s consolidated net profit in the 2Q19 totaled R$178.8 million compared to R$79.9 million 
in the 2Q18. Net margin over net revenue reached 24.8%. In the first six months of the year, net 
profit totaled R$226.2 million compared to R$135.9 in the same period of prior year.  

INVESTMENTS 

Algar Telecom invested R$175 million in the 2Q19, an increase of 30.0% compared to the 2Q18. From 
January to June, 2019, investments totaled R$377 million, an increase of 50.0% compared with the 
same period of 2018. The investments were mainly allocated to speed up the Algar Fibra project, 
which offers high speed broadband through optical fiber to the clients (FTTH), and the geographic 
expansion focused on the B2B market. 

                                                                                                                           R$ million 

                                                                                                                    

DEBT 

As at June 30, 2019, Algar Telecom’s consolidated gross debt totaled R$2,295.4 million, an increase 
of 20.2% compared to December 31, 2018 due to the funds raised in the 1Q19, in the amount of 
R$350 million. As of such date, 66.8% of this debt was subject to the CDI rate, 32.7% to the IPCA 
rate and solely 0.5% to fixed interest rates. 

2Q19 6M19 



 

11 
 

Net debt, in turn, increased by 14.5%, totaling R$1,771.9 million. At the end of the quarter, the net 
debt/EBITDA ratio was 1.64x. 

Due to the adoption of IFRS 16, in January 2019, the Company’s impact on debt totaled R$374.1 
million and R$49.3 million on 6M19 EBITDA. Accordingly, as the EBITDA increase solely refers to a 
single semester, the net debt/EBITDA ratio (under IFRS 16) was 1.99x, in line with the Company’s 
contractual limits.  

 

               Debt (R$ million)                                                        Gross debt amortization schedule 
                                                                              (R$2,295.4 million) 

                             

 

 

 

 

 

 

 

 

 

 9% 

 13% 

20% 

 31% 
Under 

IFRS 16 

27% 

Company’s credit rating according to S&P: 
brAAA, with stable prospects. 

Junho 
2019 
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EXHIBIT I – CONSOLIDATED STATEMENT OF PROFIT AND LOSS (IN R$ MILLION) 

 

 
 
 
 
 

  

2Q18 1Q19 2Q19  Δ Year  Δ Quarter 6M18 6M19  Δ Year 2Q19 6M19

GROSS REVENUE 908.2 906.8 913.7 0.6% 0.8% 1,821.2 1,820.4 0.0% 913.7 1,820.4
Telecom 665.4 675.8 680.9 2.3% 0.8% 1,331.6 1,356.7 1.9% 680.9 1,356.7

B2B 381.4 399.1 403.4 5.8% 1.1% 758.2 802.5 5.8% 403.4 802.5
B2C 288.8 278.5 279.3 -3.3% 0.3% 586.3 557.9 -4.8% 279.3 557.9
Telecom eliminations* (4.8) (1.8) (1.8) - - (12.9) (3.7) - (1.8) (3.7)

Tech - BPO/Managed IT 242.8 231.0 232.8 -4.1% 0.8% 489.6 463.7 -5.3% 232.8 463.7
Tech - BPO/MANAGED IT 255.3 240.9 244.1 -4.4% 1.3% 514.2 484.9 -5.7% 244.1 484.9
Eliminations (12.5) (9.9) (11.3) - - (24.6) (21.2) - (11.3) (21.2)

Taxes and deductions (202.4) (197.7) (194.1) -4.1% -1.8% (408.8) (391.7) -4.2% (194.1) (391.7)
NET REVENUE 705.8 709.1 719.6 2.0% 1.5% 1,412.4 1,428.7 1.2% 719.6 1,428.7

Telecom 494.4 505.2 515.1 4.2% 2.0% 986.9 1,020.3 3.4% 515.1 1,020.3
Tech - BPO/Managed IT 225.3 214.5 216.4 -4.0% 0.9% 453.2 430.9 -4.9% 216.4 430.9

Eliminations (13.9) (10.6) (11.9) - - (27.7) (22.5) - (11.9) (22.5)
OPERATING INCOME (EXPENSES) (465.7) (491.2) (513.0) 10.2% 4.4% (969.0) (1,004.1) 3.6% (493.2) (959.6)

Personnel (223.5) (241.4) (268.0) 19.9% 11.0% (470.2) (509.3) 8.3% (268.0) (509.3)
Materials (9.8) (8.7) (8.5) -13.3% -2.3% (18.8) (17.2) -8.5% (8.5) (17.2)
Outsourced services (124.8) (127.2) (118.7) -4.9% -6.7% (246.4) (245.9) -0.2% (118.7) (245.9)
Interconnection and connection means (26.3) (29.3) (29.0) 10.3% -1.0% (59.0) (58.3) -1.2% (29.0) (58.3)
Advertising and marketing (13.8) (8.0) (12.6) -8.7% 57.5% (25.9) (20.6) -20.5% (12.6) (20.6)
Allowance for doubtful debts (7.7) (2.9) (3.5) -54.5% 20.7% (14.2) (6.4) -54.9% (3.5) (6.4)
Rent and insurance (39.8) (53.2) (53.1) 33.4% -0.2% (88.7) (106.3) 19.8% (33.3) (61.9)
Other (13.7) (15.1) (14.0) 2.2% -7.3% (33.2) (29.2) -12.0% (14.0) (29.2)
Cost of sales (6.2) (5.4) (5.5) -11.3% 1.9% (12.6) (10.9) -13.5% (5.5) (10.9)

OTHER OPERATING INCOME (EXPENSES) (15.5) (4.5) (112.1) - - (22.8) (107.6) - (112.1) (107.6)

EBITDA 255.6 213.5 318.7 24.7% 49.3% 466.2 532.2 14.2% 338.5 576.7
Margin % 36.2% 30.1% 44.3% - - 33.0% 37.3% 13% 47.0% 40.4%
Depreciation and amortization (88.7) (98.5) (101.9) 14.9% 3.5% (175.5) (200.4) 14.2% (118.8) (239.1)

EBIT 166.9 115.0 216.8 29.9% 88.5% 290.7 331.8 14.1% 219.7 337.6
Financial, net (48.2) (44.1) 48.9 - - (87.2) 4.8 - 41.7 (10.4)

INCOME BEFORE TAXES 118.7 70.9 265.7 123.8% 274.8% 203.5 336.6 65.4% 261.4 327.2
Income tax and social contribution (38.8) (23.6) (86.9) 124.0% 268.2% (67.6) (110.4) 63.3% (85.4) (107.2)

NET PROFIT 79.9 47.3 178.8 123.8% 278.0% 135.9 226.2 66.4% 176.0 220.0
Margin % 11.3% 6.7% 24.8% - - 9.6% 15.8% 64.5% 24.5% 15.4%

*Elimination between B2B and B2C business and with Tech - BPO/Managed IT sector

AccountingPro forma 
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EXHIBIT II – CONSOLIDATED COSTS AND EXPENSES (IN R$ MILLION) 

 

 
 

2Q18 1Q19 2Q19  Δ Year  Δ Quarter 6M18 6M19  Δ Year 2Q19 6M19

NET REVENUE 705.8 709.1 719.6 2.0% 1.5% 1,412.4 1,428.7 1.2% 719.6 1,428.7 

COST OF SALES (398.5) (431.9) (449.2) 12.7% 4.0% (829.6) (881.0) 6.2% (446.8) (876.4)

Cost of services (392.3) (426.5) (443.7) 13.1% 4.0% (817.0) (870.1) 6.5% (441.3) (865.5)

Personnel (162.4) (170.7) (180.9) 11.4% 6.0% (342.1) (351.6) 2.8% (180.9) (351.6)

Materials (9.3) (8.2) (8.0) -14.1% -3.0% (17.7) (16.1) -8.9% (8.0) (16.1)

Outsourced services (77.6) (79.3) (83.1) 7.1% 4.8% (156.7) (162.4) 3.6% (83.1) (162.4)

Interconnection and connection means (26.3) (29.3) (29.0) 10.2% -0.9% (59.0) (58.3) -1.3% (29.0) (58.3)

Rent and insurance (34.1) (46.1) (46.7) 36.8% 1.2% (76.7) (92.8) 21.0% (29.7) (54.6)

Depreciation and amortization (74.8) (84.9) (88.2) 17.9% 4.0% (147.7) (173.1) 17.2% (102.9) (206.6)

Other (7.8) (8.1) (7.8) 0.5% -3.3% (17.2) (16.0) -7.1% (7.8) (16.0)

Cost of sales (6.2) (5.4) (5.5) -10.7% 3.4% (12.6) (10.9) -13.7% (5.5) (10.9)

GROSS PROFIT 307.2 277.2 270.4 -12.0% -2.5% 582.8 547.7 -6.0% 272.8 552.3 

SELLING EXPENSES (98.0) (97.3) (102.3) 4.4% 5.1% (196.8) (199.6) 1.5% (101.9) (198.8)

Personnel (36.2) (43.8) (55.5) 53.5% 26.7% (75.2) (99.4) 32.1% (55.5) (99.4)

Materials (0.3) (0.3) (0.3) -12.9% -11.5% (0.7) (0.6) -18.7% (0.3) (0.6)

Outsourced services (26.1) (26.4) (15.6) -40.4% -40.9% (48.9) (41.9) -14.3% (15.6) (41.9)

Advert ising and marketing (13.8) (8.0) (12.6) -8.4% 58.1% (25.9) (20.6) -20.2% (12.6) (20.6)

Allowance for doubtful debts (7.7) (2.9) (3.5) -54.6% 18.9% (14.2) (6.4) -54.6% (3.5) (6.4)

Rent and insurance (4.9) (6.0) (5.7) 16.6% -5.3% (10.2) (11.8) 15.2% (3.6) (7.0)

Depreciation and amortization (6.1) (6.3) (6.3) 3.4% 0.8% (12.2) (12.6) 3.6% (8.0) (16.5)

Other (2.9) (3.6) (2.7) -5.5% -24.0% (9.5) (6.3) -33.4% (2.7) (6.3)

GENERAL AND ADMINISTRATIVE 
EXPENSES

(56.8) (59.6) (62.5) 10.1% 4.9% (116.2) (122.0) 5.0% (62.4) (121.8)

Personnel (24.9) (26.8) (31.6) 26.7% 17.6% (52.9) (58.4) 10.3% (31.6) (58.4)

Materials (0.1) (0.2) (0.3) 155.2% 2.8% (0.5) (0.5) 8.5% (0.3) (0.5)

Outsourced services (21.2) (21.5) (20.1) -5.4% -6.8% (40.8) (41.6) 1.9% (20.1) (41.6)

Rent and insurance (0.8) (1.1) (0.7) -8.2% -30.4% (1.8) (1.8) -0.3% (0.0) (0.2)

Depreciation and amortization (6.8) (6.5) (6.4) -5.2% -0.7% (13.8) (12.9) -6.5% (7.0) (14.2)

Other (3.0) (3.4) (3.5) 15.4% 1.0% (6.5) (6.9) 6.8% (3.5) (6.9)

OTHER OPERATING INCOME 
(EXPENSES) 14.6 (5.5) 111.2 - - 20.9 105.7 - 111.2 105.7 

Depreciation and amortization (0.9) (0.9) (0.9) - - (1.9) (1.8) - (0.9) (1.8)

Other 15.4 (4.5) 112.1 - - 22.8 107.6 - 112.1 107.6 

EBIT 166.9 115.0 216.8 29.9% 88.5% 290.7 331.8 14.1% 219.7 337.5 

Pro forma Accounting
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EXHIBIT III – BALANCE SHEET (IN R$ MILLION) 

 

 
 
 
 
 

31/12/2018 30/06/2019 ∆ 30/06/2019 ∆ 
ASSETS 4,259.5 5,329.6 25% 4,957.6 16%
Current assets 1,027.9 1,416.0 38% 1,416.0 38%
Cash and cash equivalents 225.9 523.5 132% 523.5 132%
Trade receivables 596.4 586.5 -2% 586.5 -2%
Inventories 39.8 24.6 -38% 24.6 -38%
Recoverable taxes 91.5 181.6 98% 181.6 98%
Income tax and social contribution to offset - 4.3 - 4.3 -
Prepaid expenses 60.7 82.4 36% 82.4 36%
Other receivables 13.6 13.1 -4% 13.1 -4%
Non-current assets 3,231.6 3,913.6 21% 3,541.6 10%
Short-term investments 1.8 3.8 111% 3.8 111%
Recoverable taxes 81.8 217.6 166% 217.6 166%
Deferred income tax and social contribution 15.3 21.2 39% 20.1 31%
Escrow deposits 89.7 85.3 -5% 85.3 -5%
Prepaid expenses 21.5 30.1 40% 30.1 40%
Other receivables 10.5 9.5 -10% 9.5 -10%
Investments 0.1 0.1 0% 0.1 0%
Property, plant and equipment 2,461.0 2,636.3 7% 2,633.1 7%
Intangible assets 549.7 542.0 -1% 542.0 -1%
Asset use right - CPC 06/IFRS 16 - 367.7 - - -
LIABILITIES AND EQUITY 4,259.5 5,329.6 25% 4,957.6 16%
LIABILITIES 2,822.6 3,702.9 31% 3,328.8 18%
Current liabilities 956.7 1,102.4 15% 1,008.6 5%
Borrowings and financing 21.9 12.8 -42% 12.8 -42%
Debentures 190.8 195.5 2% 195.5 2%
Lease agreements - CPC 06/IFRS 16 - 93.8 - - -
Trade payables 283.9 255.5 -10% 255.5 -10%
Taxes, rates and contributions 88.3 91.3 3% 91.3 3%
Income tax and social contribution 7.4 43.6 489% 43.6 489%
Payroll and related taxes 167.5 203.5 21% 203.5 21%
Dividends 81.7 109.9 35% 109.9 35%
Disbursements to shareholders 29.2 29.1 0% 29.1 0%
Acquisition of equity interests 25.6 14.4 -44% 14.4 -44%
Prepaid revenues 34.2 32.9 -4% 32.9 -4%
Securities 10.2 8.2 -20% 8.2 -20%
Other payables 16.1 11.9 -26% 11.9 -26%
Non-current liabilities 1,865.9 2,600.5 39% 2,320.2 24%
Borrowings and financing 10.5 9.0 -14% 9.0 -14%
Debentures and promissory notes 1,626.2 2,049.8 26% 2,049.8 26%
Lease agreements - CPC 06/IFRS 16 - 280.3 - - -
Payroll and related taxes 10.5 10.2 -3% 10.2 -3%
Deferred income tax and social contribution 54.1 93.6 73% 93.6 73%
Provisions 128.5 127.9 0% 127.9 0%
Prepaid revenues 30.5 25.0 -18% 25.0 -18%
Other payables 5.5 4.7 -15% 4.7 -15%
EQUITY 1,436.9 1,626.7 13% 1,628.8 13%
Capital 1,090.5 1,090.5 0% 1,090.5 0%
Legal reserve 84.3 84.3 0% 84.3 0%
Earnings retention reserves 237.9 237.9 0% 237.9 0%
Evaluation adjustments to equity 18.4 18.2 -1% 18.2 -1%
Other comprehensive income (loss) (24.3) (24.0) -1% (24.0) -1%
Additional dividends 30.0 - - - -
Retained earnings - 219.8 - 221.9 -

Accounting Pro forma
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EXHIBIT IV – CASH FLOW (IN R$ MILLION) 

 

 
 

 
 
 
 
 
 
 
 
 
 
 
 

30/06/2018 30/06/2019 ∆ 30/06/2019 ∆ 
Cash flow from operating activities 477.9 591.2 113.3 546.7 68.8
Income before income tax and social contribution 203.5 327.1 123.6 336.6 133.1 
Adjustments to reconcile profit or loss to cash provided by 
operating activities:
Depreciation and amortization 175.5 239.2 63.7 200.4 24.9 
(Loss) on the disposal of property, plant and equipment 1.4 5.7 4.3 5.7 4.3 
Financial charges on loans and debentures 87.2 10.4 (76.8) (4.8) (92.0)
Write-off of deferred taxes (15.8) - - - -
Allowance for doubtful debts 14.2 6.4 (7.8) 6.4 (7.8)
Recognition of provisions 11.9 2.4 (9.5) 2.4 (9.5)
Changes in assets and liabilities
(Increase) decrease in accounts receivable (30.6) 3.7 34.3 3.7 34.3 
(Increase) decrease in inventories (10.2) 9.2 19.4 9.2 19.4 
(Increase) decrease in recoverable taxes (7.9) (130.7) (122.8) (130.7) (122.8)
(Increase) decrease in escrow deposits (2.1) 5.2 7.3 5.2 7.3 
(Increase) decrease in prepaid expenses (13.5) (30.3) (16.8) (30.3) (16.8)
(Increase) decrease in other current and non-current assets (3.5) 1.0 4.5 1.0 4.5 
(Decrease) in trade payables (19.9) (6.0) 13.9 (6.0) 13.9 
Increase (decrease) in social security obligations (4.2) 22.3 26.5 22.3 26.5 
Increase (decrease) in taxes, rates and contributions (28.1) 3.0 31.1 3.0 31.1 
Increase (decrease) in securities payable (1.6) (2.0) (0.4) (2.0) (0.4)
Increase (decrease) in other current and non-current liabilities (3.8) 4.3 8.1 4.3 8.1 
Provisions paid (6.7) (7.6) (0.9) (7.6) (0.9)
Income tax and social contribution on income, paid (39.9) (35.6) 4.3 (35.6) 4.3 

Net cash and cash equivalents provided by operating activities 305.7 427.7 122.0 383.2 77.5 

Cash flow from investing activities
Investments in subsidiaries (7.4) (11.0) (3.6) (11.0) (3.6)
Property, plant and equipment and intangible assets (288.4) (384.0) (95.6) (387.2) (98.8)
Net cash and cash equivalents used in investing activities (295.7) (395.0) (99.3) (398.2) (102.5)
Cash flow from financing activities
Additions to loans and debentures 900.5 435.0 (465.5) 435.0 (465.5)
Payment of principal and debentures (491.2) (42.1) 449.1 (42.1) 449.1 
Payment of interest/inflation adjustment to loans and debentures (89.7) (80.2) 9.5 (80.2) 9.5 
Payment of lease liability - (47.7) - - -
Capital reimbursement to shareholders (4.9) (0.1) 4.8 (0.1) -
Dividends paid (76.6) (0.1) 76.5 (0.1) 76.5 
Net cash and cash equivalents provided by (used in) financing 
activities

238.1 264.9 26.8 312.5 74.4 

Increase (decrease) in cash and cash equivalents 247.9 297.5 49.6 297.5 49.6 
Cash and cash equivalents at beginning of the period 212.0 225.9 13.9 225.9 13.9 
Cash and cash equivalents at end of the period 459.9 523.4 63.5 523.4 63.5 

Accounting Pro forma
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EXHIBIT V –  EBITDA RECONCILIATION (IN R$ MILLION) 

 

 
 

 
 

R$ million

EBITDA (LAJIDA) Breakdown Telecom Tech-BPO/ 
Managed TI Consolidated Telecom Tech-BPO/ 

Managed TI Consolidated

Net income 79.9 9.3 79.9 176.0 2.7 176.0
Income tax and social contribution 34.5 4.3 38.8 84.8 0.6 85.4
Depreciation and amortization 79.0 9.7 88.7 104.9 13.9 118.8
Financial, net 43.5 4.7 48.2 (47.9) 6.2 (41.7)
EBITDA (LAJIDA) (Instruction CVM nº 527)1 236.9 28.0 255.6 317.8 23.4 338.5
Equity income (9.4) -           - (2.7) 0.0 -            
Profit from operations between parent and subsidiary 0.1 -  -  -       -           -              
Adjusted EBITDA  2 227.6 28.0 255.6 315.1 23.4 338.5

2Q18 2Q19

1 - Non-account ing measurement calculated according Instruction CVM nº 527
2 - Non-account ing measurement prepared by the Company

R$ million

EBITDA (LAJIDA) Breakdown Telecom Tech-BPO/ 
Managed TI

Consolidated Telecom Tech-BPO/ 
Managed TI

Consolidated

Net income 135.9 11.7 135.9 219.9 (4.4) 219.9
Income tax and social contribution 62.2 5.4 67.6 110.7 (3.5) 107.2
Depreciation and amortization 155.8 19.7 175.5 211.0 28.2 239.2
Financial, net 78.2 9.0 87.2 (2.3) 12.7 10.4
EBITDA (LAJIDA) (Instruction CVM nº 527)1 432.1 45.8 466.2 539.3 33.0 576.7
Equity income (11.8) - - 4.4 0.0 -          
Profit from operations between parent and subsidiary 0.1 -  -  -     -           -           
Adjusted EBITDA  2 420.4 45.8 466.2 543.7 33.0 576.7

6M18 6M19

1 - Non-accounting measurement calculated according Instruct ion CVM nº 527
2 - Non-accounting measurement prepared by the Company


