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INTRODUCTION

This publication contains information about our operations, policies, practices,

performance and management in 2016. It describes the main points that served
as guidelines for our relationships and initiatives during the year to create value
for our stakeholders and the environment and to foster long-term sustainability.

This report covers all our operations in Brazil - Oi S.A. and its subsidiaries -
between January 1and December 31, 2016 and follows the Global Reporting
Initiative (GRI) guidelines, thus allowing its users to compare our profile and
economic, social and environmental performance over the last six years in which

we have adopted those guidelines.

We also present data from previous years throughout the report to
contextualize this year's information, as well as future prospects and goals
to provide readers with an overview of the path and business model we are
planning to follow.

Material topics

In line with the GRI guidelines, in 2014, we consulted our stakeholders to find out
what issues they considered material to the sustainability of our business - as
far as their relationship with Qi is concerned - and ultimately prepare a strategic,
objective report. This consultation process, as well as the findings outlining

the material topics presented in the report, is described below. We intend to
implement a new process to reassess materiality by 2019.

This report has been prepared in accordance with GRI's G4
Guidelines’ Core option. It also considers the Abrasca [Associacdo
Brasileira das Companhias Abertas, or Brazilian Association of
Public Companies] Criteria for Preparing Annual Reports, the

Ibase Social Report, NBCT 15 [Norma Brasileira de Contabilidade
Técnica 15, or Brazilian Accounting Standard 15], CPC [Comité de
Pronunciamentos Contabeis, or Brazilian Accounting Standards
Committee] and Codim [Comité de Orientagdo para Divulgacéo de
Informagdes ao Mercado, or Guidance Committee for the Disclosure
of Information to the Market]. Accounting data follow the IFRS
(International Financial Reporting Standards], as recommended by
the CVM [Comiss&o de Valores Mobiliarios, or Brazilian Securities

Commission]. m

LEARN MORE AT THE END OF THIS
PUBLICATION

. The GRI Index sets out the indicators reported and their locations in
this document, thus making it easier to find information.

. The Progress Achieved box describes our initiatives in line with the
commitments we took on by subscribing to the UN Global Compact
to achieve the Sustainable Development Goals.

[3]

Consultation with stakeholders
INDUSTRY SURVEY

Rating the issues considered material to sustainability according to:

Three peers
from the
Brazilian

market

Our 2014
Sustainability
Report

Key industry performance
indicators of the European Federation

of Financial Analysts Societies
[EFFAS)

The Governance & Accountability
Institute’s global study
“Sustainability - What Matters for the
Telecommunications Industry”
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Online consultation
With stakeholders

We conducted an online opinion survey with our stakeholders to find out which
of the topics determined in the previous step they considered material to Oi's
sustainability. We obtained 333 responses from the following stakeholders:

Customers from all segments;
Administrative service providers;
Operational service providers;

Direct employees;

Independent contractars;

Financial agents;

Shareholders, investors or market analysts;
Members of the Legislative and Executive Branches;
Representatives of social entities;
Representatives of environmental entities;
Representatives of other telcos; and
Representatives of universities.

[4]
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Senior management’s priorities

We interviewed 20 members of Oi's senior management, including the CEO

and the Chairman of the Board of Directors, and conducted a prioritization test,
based on the topics determined in the first step, to find those material to our
sustainability strategy in the short term.

Consolidation of findings and matrix of material topics:

Open channel

Our Corporate Financial Officer can be contacted at:

Material topics pp-sustentabilidade@oi.net.br or invest@oi.net.br,

64-19, G4-20, G4-21, G4-27 for questions or suggestions.

B Customers Satisfaction Assurance B Compliance with laws and regulations related
to its operations, services and product offerings
B High Governance Standards
Well defined business strategy and solid
B Customer’s Data Privacy and Safety economic performance

B Health and Safety of employees Social and economic development through
infrastructure and offered services

™ Clear and transparent communication with

About the matrix: the topics in the upper fields are considered material since our customers and stakeholders @ Digital inclusion in Brazil

stakeholders believe they are more relevant to Oi's sustainability at present.

As such, they are addressed in greater detail throughout this report.

[5]

® Consumption management of natural resources
in the company's operation

@ Creation of jobs
Product lifecycle management

@ Promotion of sustainability in the value chain,
especially suppliers

@ Innovation for social development and improved
environmental management
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In 2016, Oi concentrated its efforts on the transformation of its business in
order to ensure a sustainable future and consalidate its prominent position in
the Brazilian telecommunications market. This change, based on the strategy
of convergence, digitalization, customer experience and austerity in costs, has
been leading to greater operational efficiency, higher costumer profitability and
improved service quality. From the macroeconomic point of view, 2016 was a
challenging year with a direct impact on our revenues, mainly in the Personal
Mobility [especially in prepaid) and B2B [business-to-business] segments. The
prepaid segment is directly influenced by Brazil's unemployment rate. In the
B2B segment, the economic downturn had a strong impact on both companies
and the government, which are seeking alternatives to reduce costs. As a
result, consolidated net revenues from the Company’s Brazilian operations
totaled R$ 25,996 million in 2016, down 5.0% from 2015, mainly impacted by
the deterioration of the macro environment and the annual cut in regulated
interconnection tariffs.

Despite this less dynamic economic scenario, Oi obtained important

results in 2016, including annual revenue growth of 23.6% in pay TV, 6.9%

in broadband and 9.4% in postpaid. In the pay-TV segment, Oi recorded

the best performance in the period, being the only operator to post growth
among the major economic groups on the market. These results partially
offset the macroeconomic effects and the reduction in regulatory tariffs. The
service convergence strategy has been extremely important to reduce the
macroeconomic impact, especially in the Residential segment.

As aresult of the strategy of digital transformation, Oi has been spearheading
innovation in a highly dynamic market and positioning itself as a benchmark in
the telecommunications sector, enabling the creation of new digital services
and products. We have established partnerships to create innovative telecom
solutions with Brazilian startups and research institutes, such as the first
reference lab in Latin America for the development of Internet of Things (IoT]
projects and solutions focused on the digital transformation of cities, which will
contribute to issues such as urban mobility, quality of life and climate change.

[6]
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At the same time, the Company continued to prioritize the pursuit of higher
operational efficiency. Despite inflationary pressure, costs and expenses

in Brazilian operations fell 2.0% in 2016 compared with 2015, a reduction of
approximately 8% in real terms in the period. The result was chiefly due to our
efforts during the year on several fronts to control costs, optimize operations,
increase productivity and improve the guality of services provided.

One of the highlights of our operational efficiency fronts in 2016 was the
absorption of the activities of network service providers, outsourced companies
responsible for network maintenance, installation and repair. This move was
designed to improve our customers’ experience and reduce the cost of field
operations. The direct management of field operations enabled the Company
to improve the efficiency of network preventive maintenance activities, thus
reducing the number of repairs and increasing productivity. At the same time,
the Company invested heavily in the training of field technicians, as well as in
enhancing their quality of life.

As a result of this strategy, Oi improved in several operational indicators,
including the average waiting time for problem resolution, which fell more
than 30% in the year, and the average time until installation, which dropped
almost 60%. These results had a direct impact on the improvement of the
quality of services, evidenced by the 28% reduction in complaints to ANATEL
for technical reasons.

As part of another relevant cost reduction front, the Company implemented
several actions to reduce energy consumption, promoting a culture of
conscious consumption through efficient energy use processes, automation
and replacement of inefficient equipment. We have also made some changes
related to lighting, air-conditioning, co-generation and telecom equipment.
Qi also increased the amount of energy contracted in the free market,
encouraging the expansion of renewable source generation companies, such
as small hydroelectric power plants, biomass power plants, wind farms and
solar power plants.
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i invested R$ 4.8 billion in Brazil in 2016, 17.6% more than in 2015,
demonstrating its long-term commitment to transformation and the
sustainability of our business. Investments in infrastructure ensured a more
efficient operational performance and improved both service guality and the
user experience, underlined by the continuous improvement of several network
quality indicators, directly reflected in the creation of value for the business.

In the regulatory sphere, it is important to highlight the evolution of discussions
about the country’s regulatory framework and the concession model,
especially in terms of enabling the reduction of concessionaires’ obligations
and their migration to an authorization environment. Anatel has been studying
the best way to estimate the gains resulting from the migration and the
reduction of obligations related to services that the population does not need
as a way to offset higher investments in broadband.

As widely disclosed to the market, in June 2016, Oi and some of its subsidiaries
filed a request for judicial reorganization. The purpose of this legal instrument is
to enable - through approval of a judicial reorganization plan by the creditors -
the settlement of the companies’ debt and to equip them to continue investing
in the improvement of the services provided to their customers, carrying out their
operational activities on a business-as-usual basis and preserving jobs.

While it has been increasing investments in infrastructure and consistently
improving quality indicators, since the beginning of the judicial reorganization
process, the Company has been recording strong cash generation, showing
that it has a healthy operation and great value creation potential. Between
June and December 2016, Oi's operational cash generation totaled over

R$ 2.7 billion, closing the year with a cash position of R$ 7.8 billion.

Oi has been working to conclude the negotiations with its creditors in order

to secure approval for the judicial reorganization plan and thus ensure the
Company’s future sustainability. It is important to mention that the Oi Group
plays an important role in the domestic market and invests heavily in the
country, supporting almost 130,000 direct and indirect jobs. We have reinforced
our commitment to our public pledges, including the Global Compact, reflected
in our corparate policies, and to social responsibility, through several actions
focusing on the Sustainable Development Goals.

Due to regulations of market sustainability indexes, which prevent the
participation of companies undergoing judicial reorganization, we have been
excluded from portfolios and ratings in which we used to be included until then,
such as the Corporate Sustainability Index [ISE] and the Efficient Carbon Index
(IC02) of the BM&FBovespa (now B3], the Euronext Vigeo Emerging 70 index of
this European stock exchange, and the Dow Jones Sustainability Index [DJSI)

of the New York Stock Exchange [NYSE], in the Emerging Markets category.
However, as indicated above, the Company is maintaining its strategy of
incorporating sustainable principles and actions into all its business fronts.

In sum, although the Oi Group is under judicial reorganization, it remains
committed to continuing its operational transformation and investing in
infrastructure in order to increase efficiency and improve the quality of
services provided to over 63 million customers throughout the country in a
sustainable manner.

Enjoy your reading!

José Mauro Mettrau Carneiro da Cunha Marco Norci Schroeder
Chairman of the Board of Directors Chief Executive Officer

[7]
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Purpose, values and attitudes  Core business

PURPOSE,
VALUES AND
ATTITUDES

Strategic Opportunities

“Being an organization recognized for outdoing itself constantly to offer
remarkable experiences and connection solutions. Accordingly, we improve
people’s everyday lives, thus promoting stakeholders’ sustainable growth
driven by true connections.”

Purpose

“Boosting connections that drive people.”

Being connected allows people to reach further, be more relevant, access
more information, find satisfaction and happiness. We believe our role is to
develop any and all solutions to bring together people, objects and institutions
- solutions that create new possibilities and make everyday life better.

That means fostering a prosperous environment for Brazilians to develop
themselves, realize their dreams and conguer the world.

Values

Customers first

We know we must be constantly aware of our customers’ trends and demands

to create connections that promote change in a world evolving faster than ever.

We anticipate customers’ needs and think about others before thinking of us.
Our customers guide everything we do.

Commitment to evolution

We seek to promote collaborative environments, encourage an entrepreneurial
spirit, innovation and curiosity in everything we do.

We know that, by contributing to people’s development, we are moving society
forward and fulfilling our purpose of maximizing connections that drive people.

Focus leads to results

Having a focus means looking straight at a goal, knowing where we want to get,

making choices and setting priorities.

It allows us to do everything more effectively, managing the Company’s
resources as if they were ours.

[9]

Credibility must be earned

We believe we must be honest in everything we do - from the connections
we create to the way in which we execute our processes.

That is how we have gained trust and built sound, lasting and serious
relationships and business with all our partners.

Oi is each one of us

Qi is the pulse and vibe of each one of us, whether or not we are at work.
We walk and we grow together in the same direction.

We know our every gesture, action or decision represents the entire
organization. Therefore, we act as part of the whole, always in search of
the best path.
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Purpose, values and attitudes  Core business

Oi Attitudes

Attitude of ownership

We act and make decisions as if the Company were ours.

We are fully committed. We go beyond our obligation: we prioritize what is best
for the business and we are aligned with the Company'’s ethical principles. This is
how we evolve, overcome challenges and produce sustainable results.

Focus on results

Our actions are driven towards reaching established goals.

We are tireless; we never give up. With attention to detail, we
answer all questions and prioritize what is most important. We solve
problems in a rapid and assertive manner. We like to celebrate

good results!

Customer vision

We offer efficient solutions that are suitable to both
internal and external customers, in line with the
business strategy.

We are always attentive. We listen to your needs.
Only those who know customers well can meet their
expectations and gain their trust.

Collaborative spirit

We work collaboratively in order to ensure the delivery of results.
We share knowledge and experience. We help one another. We want
everyone to grow. Together, we are stronger. Together, we can do more.

[10]

Cost control

We control costs in our activities and are responsible for the use of the
Company’s resources.

We always act with awareness. We do not tolerate waste and think
about how to best use the Company's resources at all times. We plan
our activities in advance and we are always seeking new ways to
increase productivity.

\e/

“Nn
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CORE BUSINESS

G4-4, G4-8, G4-9

We are a telecommunications utility and offer mobile phone, fixed

line, broadband, pay TV, public telephone services and network usage
(interconnection], as well as Information and Communication Technology
(ICT) solutions.

Headquartered in Rio de Janeiro, we offer services throughout Brazil by
means of a structure of 14,431 direct employees and 116,460 contractors who
serve approximately 63.6 million Revenue Generating Units [RGUs]. We have
approximately 363,000 kilometers of fiber optic installed and own Brazil's
largest backbone. Our mobile coverage reaches approximately 88.9% of

Brazil's population. m

RGUs per segment

Personal Mobility B2B' - Fixed line, broadband, TV, mobile

Residential - TV, fixed line , B
phone, data network and 0i Solugées

and broadband services

16.4 million 39.9 million 6.6 million
RGUs RGUs RGUs

[11]
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iTRATEGIC PRIORITIES

o ousreoenon enenss oo e Qperational improvement and new businesses

improvements in our business segments, especially in the Residential division.

Our strategy was based on operational improvements with cash accumulation, Operatlonal qual|ty
especially:
Focusing on the operations, we have improved network quality, increased Our operational plan was based on four pillars:
e (Growing focus on execution, doing more with less and ensuring the investments and prioritized structural projects, with quality forums and 1. Select investment in network offensive elements;
Company'’s operational feasibility; processes to ensure revenue. Network modernization and expansion, 2. Operational model based on production control and planning [PCPJ;
Continuous improvement in operational efficiency and strict cost control; combined with the launch of strategic products, supported by the direct 3. Field staff automation with operational efficiency gains;
Increased investments despite the macroeconomic headwinds; management of field operations and the new customer service model, have 4. Absorption of network service providers, outsourced companies responsible
Better service quality, with improvements in several quality and operational increased operational efficiency, thus improving our customers’ experience. for plant maintenance, installation and repair.
indicators [including Anatel?, Special Civil Court (JEC)® and Procon*
indicatars), reflecting a better customer experience; At the end of the year, 75% of field technicians performing operational activities
e Continuation of the digital transformation in order to ensure the sustainable were working at companies linked to Oi and under our management. We directly
future of the business, based on innovation and value creation; supervise these activities, providing training and guidance, as well as adjusting
e Thejudicial reorganization process is progressing as expected. processes. This has led to both guality improvements and cost reductions.

Main operational indicators and their improvements

Oi's share of complaints to Anatel fell
9%, while complaints for technical
reasons dropped

The average waiting time until the
service repair fell

Compliance with the schedule
of visits requested by customers

The average time for service
installation declined

compared with increased
. o
2015; 6@ . 3 A
2 Agéncia Nacional de Telecomunicagdes, or Brazilian National Telecommunications Agency. 3 Special Civil Court, a Justice bureau created to process less complex cases. 4 Consumer protection agency.

[13]
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Corporate Governance

Our Bylaws, approved in September 2015, are characterized by the adoption of

New businesses

In 2016, we reaffirmed our
commitment to the development

of innovation initiatives. Thanks to
the continuous investment in R&D
and innovation projects, which
totaled over R$ 78 million in 2016, we
intensified our activities in science
and technology institutions and
incubators in order to explore high-
potential business opportunities
unrelated to the core business, such
as healthcare, mobile advertising -
advertising on websites or mobile
applications - and loT applications.

Using the Innovation Belt, we

have developed groundbreaking
projects with partners, enabling

the creation of pioneering offers in
the telecommunications market.
Solutions like 0/ Smart and 0/ Mais
Saude show that an open innovation
strategy, which brings us closer to
the startup ecosystem, enables us to
explore opportunities associated with
our business more rapidly

and effectively.

At the same time, we have
positioned ourselves as

a pioneering company in
the loT segment after the
launch of Latin America’s
first loT laboratory
equipped to work with
LTE-M [Long Term
Evolution for Machines,
mobile phone technology
for loT) in partnership with
Nokia. The technology in
the laboratory, the only one
in Brazil, represents next
generation connectivity
for the loT segment

and will allow us to
support select partners
in the development

of solutions with high
potential for disruption,
making the laboratory

a hub for initiatives of
this kind. The laboratory
will become a new
source of opportunities
to be explored through
partnerships in one of the
markets with the highest
growth potential in the
coming years.

the highest corporate governance standards.

Oi's Best Governance Practices

=] Simultaneous,
immediate and fair
L _| disclosure of material

information;

. Publication of the
Annual Management

\ =) Report;

o

<> Ombudsman and
@ Grievance Mechanisms

in place;

Adoption of
International
Financial Reporting
Standards [IFRS];

Unrestricted adoption
of principles of
conduct;

Adoption of Information
Disclosure and Securities
Trading Policies;

A

Promation of sustainable
practices, such

as publishing the
Company’s Sustainability
Policy and Annual
Sustainability Report;

Commitment to corporate
social responsibility
through investments in

Oi Futuro;

Separation between
the Chairman of the
Board of Directors and
Chief Executive Officer
positions.

For further information about Oi's governance structure, bylaws, bodies and policies, please go to:
http://www.oi.com.br/ri > English > The Company > Boards and Committees > Executive Board.

[14]
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Strategic priorities

Risk management

Sustainability governance

We have been a signatory to the UN Global Compact [UNGC] since 2009 and, as
such, we undertook initiatives related to the UNGC principles and the Sustainable
Development Goals (learn about the connection between the information in this
report and the UNGC principles on the next page).

In this regard, we were involved in different national and international
sustainability initiatives. We disclose information to the Carbon Disclosure Project
(CDPJ] voluntarily and publish our inventory of greenhouse gas (GHG] emissions in
the Public Emissions Registry of the Brazilian GHG Protocol Program every year. In
addition, we undertook initiatives related to Termo de Mutua Cooperagéo contra
a Pedofilia [Mutual Cooperation Agreement Against Pedophilia), which brings
together telcos, the Federal Public Attorney's Office, the Brazilian Federal Police
and the Safernet Brasil organization to prevent and stop crimes against children
and adolescents over the internet.

We have a number of internal committees and committees responding
directly to the Board of Directors to manage sustainability issues:

e Executive Sustainability Group: advises the Company’s Management
Committee in the adoption of sustainable practices;

Management Committee [CDGJ: a high-level internal committee
formed by L1 officers (level 1 officers report directly to the Chief
Executive Officer] that monitors issues material to the Company and
makes decisions related to them;

Ethics Committee: an internal committee formed by executives
appointed by the Executive Committee, it is responsible for constantly
reviewing the Code of Ethics and managing issues related to it. It
examines and deliberates on violations of the Code of Ethics and
decides on the sanctions to be imposed, which are reported to the
Executive Commmittee and posted on the Decisions Board;

[15]

Anti-Fraud and Anti-Corruption Committee: an internal committee
composed of executives responsible for deliberating on serious
incidents of fraud and corruption;

Corporate Governance and Finance Committee: composed of
independent members appointed by the Board of Directors, to which
it reports directly, this committee is responsible for ensuring the best
corporate governance and business conduct practices are adopted
continuously;

Risks and Contingencies Committee: composed of independent
members appointed by the Board of Directors, to which it reports
directly, this committee oversees contingency management and
control and ensures the Company’s management and inspection
bodies work in a coordinated manner;

Quality Committee: a strategic committee, formed by L1 officers, that
monitors quality indicators and material issues and makes decisions
related to them, in order to improve the customer experience.
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o

S

Progress Achieved -
Global Compact

1. Businesses should support

and respect the protection of
internationally proclaimed human
rights.

. Businesses should make sure that
they are not complicit in human
rights abuses.

. Businesses should uphold the
freedom of association and the
effective recognition of the right to
collective bargaining.

. Businesses should uphold the
elimination of all forms of forced
and compulsory labour.

. Businesses should uphold the
effective abolition of child labour.

6. Businesses should uphold the
elimination of discrimination in
respect of employment
and occupation.

7. Businesses should support
a precautionary approach to
environmental challenges.

8. Businesses should undertake
initiatives to promote greater
environmental responsibility.

9. Businesses should encourage
the development and diffusion
of environmentally friendly
technologies.

10. Businesses should work against
corruption in all its forms,
including extortion and bribery.

Sustainable Development Goals

End poverty in all its forms everywhere.

End hunger, achieve food security and improved nutrition
and promote sustainable agriculture.

Ensure healthy lives and promote well-being for all at all ages.

Ensure inclusive and equitable quality education and promote
lifelong learning opportunities for all.

Achieve gender equality and empower all women and girls.

Ensure availability and sustainable management of water and
sanitation for all.

Ensure access to affordable, reliable, sustainable and modern
energy for all.

Promote sustained, inclusive and sustainable economic

growth, full and productive employment and decent work for all.

[16]

Build resilient infrastructure, promote inclusive and
sustainable industrialization and foster innovation.

Reduce inequality within and among countries.

Make cities and human settlements inclusive, safe, resilient and
sustainable.

Ensure sustainable consumption and production patterns.
Take urgent action to combat climate change and its impacts.

Conserve and sustainably use the oceans, seas and marine
resources for sustainable development.

Protect, restore and promote sustainable use of terrestrial
ecosystems, sustainably manage forests, combat desertification,
and halt and reverse land degradation and halt biodiversity loss.

Promote peaceful and inclusive societies for sustainable
development, provide access to justice for all and build effective,
accountable and inclusive institutions at all levels.

Strengthen the means of implementation and revitalize the global
partnership for sustainable development.
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Correlation with the Global Compact Principles Correlation with the Sustainable Development Goals

Actions/Initiatives - 9| - - 10 i | - o , 7 R Pagels)
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Freedom of Association with Unions,
Collective Bargaining, Collective Labor
Agreements and Workload Agreements

Waste/Solid Waste
Management Program

Selective waste collection in the main
administrative buildings

Collection and special disposal of
batteries and mobile phones

Own fleet management

Use of reusable envelopes

Term of Mutual Cooperation
Against Pedophilia

Brazilian Navy Partnership -
Antarctic Base

Digital Inclusion - National Broadband

Program (PNBL] 36

""" Digital Inclusion - Broadband - %
at Schools Program (PBLE)

""" Digital Inclusion - General - ' %
Universalization Target Plan (PGMU)
Digital Inclusion - Backhaul 36

""" Public disclosure of Reports, Results, ’ T .
Minutes, Material Acts and Facts, 40
Notices and Filings.

""" Internal control environment
appropriate for Sarbanes-0xley 19

Certification
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Strategic priorities

RISK
MANAGEMENT

G4-2, G4-45, G4-46

Risk management

Our risk management and internal control processes are monitored and overseen
by the Management Committee, which reports to the Fiscal Committee and the
Board of Directors.

We have a Risk Management and Internal Control Policy that has been
approved by senior management and published internally. This policy
considers the Company’s consolidated structure and its monitoring, reviewed
and updated every year, in order to ensure the identification and prioritization
of critical risks and the development of management strategies in order to
implement actions and controls to mitigate these risks. Our policy is in line
with the best market practices:

e Best Corporate Governance practices of the Brazilian Corporate Governance
Institute (IBGCJ;

e ABNT NBR ISO 31000:2009 - Risk Management - Principles and Guidelines;

e The Committee of Sponsoring Organizations of the Treadway Commission
(COSO - ERMJ;

e ABNT NBR IS0 22301:2013 - Company security - Business continuity
management system:;

e | aw 12,846/13 [anti-corruption) — to assess corruption risks.

Given the need for clear mechanisms to assess and manage the risks that
affect our business, we have implemented the following components in the
management process:

e Risk Dictionary: ensures a clear and objective description of the risk using a
common language. It can be used not only internally, but also in the various
market disclosures related to this matter;

e Methodology: formalizes the processes and procedures for identifying,
analyzing, mitigating and reporting relevant risks;

e Risk Repository: gathers information associated with each relevant risk,
simplifying the analysis and correlation between the various recorded risk
factors, supporting the hierarchy of responses and the identification of
synergies between mitigation actions.

In 2016, we strengthened our risk management model by maintaining the
operation of the Business Continuity Committee, implemented in 2012. The
Committee operates in compliance with standard ABNT NBR ISO 22301:2013 in
order to mitigate possible risks that may impact not only Oi's operations, but
especially society or the environment.

Below are the main risks to which our business may be exposed. Please refer to
sections 4 and b of our Reference Form, available on http:/www.oi.com.br/ri, for a
detailed description of each of them and the management strategies adopted.

In 2016, we launched 0Oi's Integrity Program to improve our corporate risk mitigation structure and anti-corruption mechanisms, and to

optimize business processes in keeping with market’s requirements regarding transparency of operations.

[19]
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Operational risks

Connected with:

Process
soundness

Energy
shortage

Market risks

D e p e n d e n c e We monitor the main financial risks through rules defined by the

Financial Investment and Hedging Palicies, which formalize the
- management of the Company’s exposure to market, credit and liquidity
O n st rate I c risk factors. We monitor our financial transactions in order to ensure
g compliance with the limits set out in the policies and report to senior
management. We are mainly exposed to market risks arising from
exchange rate fluctuations, which impact our liabilities in foreign

|
s u l I e rs currency, and interest rate changes, which affect the fair value and cash
flow of financial transactions.

Reliability
of internal
systems

Customer
default

R

Network
security
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ECONOMIC
AND FINANCIAL
iESU LTS

Consolidated net revenues amounted to R$ 25,396 million in 2016, of which
R$ 9,376 million from the Residential segment, R$ 7,849 million from Personal
Mobility and R$ 7,607 million from the B2B segment. Net revenues from other
international operations closed the year at R$ 833 million.

Despite the year-over-year decline in net revenues, the broadband and pay-TV
products stood out in 2016, partially offsetting the drop in revenue from fixed
line products and contributing to the increase in the number of households with
bundled packages, thus leading to a rise in net average revenues per user and
greater customer loyalty in the Residential segment.

Operating costs and expenses [not including depreciation and amortization]
amounted to R$ 19,620 million in 2016, broken down as follows: R$ 6,399 million
in third-party services, R$ 4,330 million in rent and insurance, R$ 2,852 million in
personnel, R$ 1,540 million in network maintenance services and R$ 1,173 million
in interconnection costs.

EBITDA came to R$ 6,377 million, with a 24.5% margin, in 2016. The annual net
loss of R$ 7121 million was mainly impacted by the write-off of tax credits on the
accumulated tax loss in the income tax and social contribution line, reflecting
the estimated tax result of the judicial reorganization plan.

Value Added Distribution (VAD]

In 2016, Qi distributed approximately R$ 16 million in value added, to:

2014 2015 2016
Value Added Distribution
Total [R$ ,000) (%]
Government 9,915 58.7% 8,551 38.2% 11,560 72.7%
Employees 2,540 15.0% 2,443 10.9% 2,537 16.0%
Shareholders - 0.0% - 0.0% 0.0%
(4,408] -26.1% (5,168] -231% (6,944] -43.7%

Retained

Independent Contractors

16,951 75.8% 8,928 56.1%

R$ MM Dec/16 Dec/15

Short-Term 48,191 13,192
e e
Total debt g 54,981
In R$ 13448 12,922
In foreign currency 34638 46,935
o e e
(-] Cash 7849 -16,826
_[=] Net Debt w034 38,155

[22]

Debt

At the end of 2016, our consolidated gross debt totaled R$ 48,191 million. The
annual reduction in debt was due to principal and interest amortizations made
before the request for judicial reorganization was filed, in June 2016, in addition to
the positive impact of the appreciation of the real against the dollar (+16.5%] and
the euro [+19.1%]) on debt in foreign currency.

Net debt closed 4Q16 at R$ 40,342 million, 2.0% down from 3Q16. Net debt fell
for the second consecutive quarter, driven by a reduction in gross debt and an
increase of 9.9%, or R$ 708 million, in cash in the quarter, thanks to positive
operational cash generation and income from financial investments. Oi's cash
position came to R$ 7,849 million on December 31, 2016.
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Economic and financial results

Capital Expenditures

R$ MM Investments in Brazil 2016
Network 4,068
IT services 447
Others 244

4,759

Investment in Brazilian operations totaled R$ 4,759 million in 2016, 17.6% up on 2015.

At the end of 2016, Oi had completed all planned network capacity expansion
projects in order to support increasing data traffic and the improvement in
fixed, mabile and pay-TV services, as well as to continue enabling the launch of
new offers better suited to current customer needs. In the mobile segment, we
successfully completed actions in 3G and 4G access networks and structural
actions in the network core, enabling service expansion. In fixed line, we moved
forward with the structural infrastructure projects, especially those related to
the expansion of the 100 Gbps Optical Transport Network (OTN] backbone, the
modernization of the IP network core and the expansion of its access through the
Single Edge project, in addition to other initiatives to upgrade and optimize the
access network capacity.

[23]

In 2016, 85.5% of the total
iInvestment in Brazilian operations,
amounting to R$ 4.1 billion, was
absorbed by the network, mainly
allocated to: (l] improving the
quality of the 3G mobile network,
(I} improving the fixed network for
broadband services, (lll] optimizing
the Qi TV platform, and (IV]
Implementing and expanding

the 4G network.
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ETHICAL AND RESPONSIBLE

RELATIONSHIPS

Transparency and constant dialogue are key elements of our relationship with
different stakeholders. We seek to be close to society, suppliers, customers and
investors at all times in order to anticipate their needs, engage in discussions
about public policies and provide any clarification that may be needed.

We believe we must be ethical and responsible with the environment and our
stakeholders to ensure the longevity of our business. We adopted principles
and policies governing the everyday conduct of our direct and indirect
emplayees, as representatives of Oi, considering our wide reach through
thousands of employees, suppliers and millions of customers nationwide. The
idea is to ensure ethical and responsible decisions and initiatives at all times.

conduct with peers, partners, customers and suppliers. It contains
the principles of sacial and environmental responsibility and
recommendations about respecting diversity, using assets

and resources properly, handling confidential information, and
dealing with government bodies, media, investors, customers

and suppliers. An audio version is also available so people with visual
impairment can also have access to our Code of Ethics.

Code of Ethics:
Our Code of Ethics sets principles and values that govern employees’

Sustainability Policy:

Our Sustainability Policy consists of 27 principles governing business
practices to ensure economic and financial profitability with social
and environmental responsibility.

Occupational Health and Safety and Environment Policy:

This policy describes management’s and employees’ duty to promote
the highest degree of physical, mental and social well-being for the
whole staff by maintaining a healthy and safe working environment,
based on health, safety and environmental risks management.

% g

Stakeholder Engagement Policy:

This policy governs decision-making processes related to
stakeholder engagement by setting guidelines for all employees in
their relationship with our different stakeholders. The purpose is to
build sound relationships that create sustainability value.

| &7

Anti-corruption Policy:

Cl) This policy sets out the rules and guidelines that must be observed
and complied with in order to ensure that the activities conform to
the anti-corruption regulatory requirements.

Institutional Policy:

This policy formalizes the concepts and establishes guidelines for
interactions of our executives, employees and representatives with
public agents or government officials.

| (&

67 |

Please go to

Climate Change Policy:

This Policy describes our climate governance strategy to manage the
risks and impacts of greenhouse gas emissions and provide a basis
for developing mitigation or adaptation mechanisms that ensure the
Company’s longevity in a low-carbon economy.

Confidential mechanism for filing grievances about violations of
the Code of Ethics:

Interactive [internal stakeholders]
e (8002822088
e (On QOi's website: http:/www.canalconfidencial.com.br/oi/

All incidents reported are examined by the Fraud Investigation Board
to determine the appropriate course of action.

http:/www.oi.com.br/ri > English > The Company > Sustainability and
http:/www.oi.com.br/ri > English > The Company > Codes and Policies for our policies.

[25]



http://ri.oi.com.br/oi2012/web/download_arquivos.asp?id_arquivo=5EAB453F-0008-4530-978B-2573E79D3501

Introduction
Message from Management

About Oi Value creation model Results

High-value relationships

Environmental management

Social report

Financial statements

GRI content index

Corporate information and credits
Annex | - additional indicators

Ethical and responsible Customer satisfaction

relationships

Employee engagement
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CUSTOMER SATISFACTION

Convergence and digital

Our main challenge in 2016 was to transform efficiency into experience. In order to
improve our customers’ experience, we had to be innovative, bet on the synergies
between teams, combine knowledge, be assertive in the use of resources and
improve processes with impacts on internal improvements and customer service
and satisfaction. We invested in the digitalization of services, maintaining our
focus on the operational front; we were able to increase investments and make
improvements, despite the adverse scenario throughout the year.

At the end of 2016, we repositioned ourselves in the market with the launch of
the most complete product in the industry, Oi Total, which combines mabile,
broadband, pay-TV and fixed voice. 0i Play, Oi's content portal [free for all
customers], features movie, TV and internet content any time, anywhere.

0Oi Total's launch was based on ethnographic qualitative research,
designed to map consumer behavior. The research identified that
customers were greatly interested in content and needed to be

connected to various devices at the same time. In addition, more than
3,200 people responded to an extensive questionnaire to determine
0Oi Total’s portfolio of plans and prices.

Through Minha 0i, via website or mobile app, our customers can securely
monitor their spending on fixed voice, broadband and mobile without
wasting paper. In addition to reducing the Company'’s costs, the online bill is
more practical for customers.

Developed internally based on employee suggestions, the Dados Facil

(Easy Data) tool automated complex stages of the corporate data service
delivery process, expediting customer service. A pioneering initiative in

the telecommunications market, the solution enabled the digitalization of
processes and was developed for the team supporting field technicians,
reducing activation time and improving productivity, quality and safety. We
have launched a pilot version for our technicians’ mobile devices, which allows
them to set up corporate customers’ routers and data links directly on their
smartphones, without needing to contact the support team. It also eliminates
the need for paper documentation of the technical visit report, which may be
digitally signed by customers, reducing the activation time and logistics costs,
and eliminating the need for the support team to travel.

In our corporate customer segment, which focuses on small and medium
enterprises, the 0/ Mais Empresas solution offers our customers the possibility
of using the app to request a series of services, such as bill copies and repairs,
as well as acquire new products or services.

We activated Brazil's first fully interconnected network with 100 Gbps/second
connections, extending for 30,000 km on national territory. In addition to

[26]

Social development

Shareholder and investor
relations

Relationship with
the industry

increasing data transmission capacity and quality, the network, which uses
Optical Transport Network [OTN] equipment, was designed to further protect
our customers from interruptions caused by accidents and external events,
including weather conditions.

We expanded our 4G coverage, reaching over 88 municipalities in December, in
compliance with the Anatel resolution that set out a minimum coverage of 80%
in all the cities with more than 200,000 inhabitants. This project, carried out in
partnership with two other operators [Tim and Vivo] that work with us under the
ran sharing model [network sharing], built 1,575 sites, 504 of which under Oi's
responsibility, distributed in 30 municipalities.

We activated Brazil's first fully
iInterconnected network with
100 Gbps/second connections,
extending for 30,000 km on
national territory
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Ethical and responsible
relationships

Customer satisfaction

Service Improvement

We have established a new customer service quality model, improving
efficiency, reducing costs, enhancing satisfaction and establishing a new
competitive model for customer service partners. Our model used to be
focused on two suppliers and, in 2016, we expanded it to six suppliers, dividing
total traffic volume between them. Every quarter, we carry out an evaluation
of our partners based on four indicators: number of repeated calls, number of
complaints to Anatel per answered call, customer satisfaction levels observed
in surveys and billing complaints. Based on this information, we classify
partners based on their performance and then increase or reduce their traffic
volume accordingly. We thus encourage healthy competition and improve
service quality, rewarding the partners who obtained the best results.

Employee engagement

"We contact customers who call the customer service center within 24 hours after the call to assess
their satisfaction with the service provided by the operator. The survey’s results are used as input for
the calculation of the operators' variable compensation and the granting of bonuses to partners.

Service cost
indexed

L =
o o
< <

Complaints to Anatel
Monthly Average. Indexed

Lo O
— -
o o
N N

Supply chain responsibility

Social development

Shareholder and investor Relationship with

relations the industry
Customer satisfaction” Number of Complaints to Anatel
indexed repeated calls related to customer service
indexed indexed
Lo © Lo © LO ©
g g g g g g

Complaints to Procon
Monthly Average. Indexed

Lo ©
— -
o o
N N
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Complaints to Special

Civil Court [(JEC)
Monthly Average. Indexed

(36%)

2015
2016
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In order to continue improving, we conduct an outbound phone survey to
assess the satisfaction level of customers contacting our Customer Service
Center [CSC) one business day after the contact at most. Those customers are
asked by a voice message to rate their latest contact from 0 to 10.

This survey allows us to monitor satisfaction on a daily basis, use the results

to make decisions related to products or partners and take corrective action
whenever we detect significant problems. The phone surveys conducted by the
Customer Service Center showed an overall satisfaction rate of 6.32 in 2016.

States

Amapa, Maranhao, Piaui, Parg
and Cear4 states 5.42 6.08 6.02 6.16

Federal District; Amazonas, Mato

Grosso do Sul, Rond6nia, Roraima,

Goias, Acre, Mato Grosso and 5.74 6.33 6.92 6.95
Tocantins states

Rio Grande do Norte, Paraiba, Bahia,
Alagoas, Pernambuco and 5.43 6.13 6.21 6.47
Sergipe states

Rio de Janeiro state 5.63 6.22 6.17 6.43
Sao Paulo state 5.26 5.76 5.96 6.17
Parana, Rio Grande do Sul and Santa 5 86 6.40 675 6.95

Catarina states

Employee engagement

Supply chain responsibility

In 2016, we conducted 30 surveys on various topics in order to understand

consumer problems and/or needs that can only be identified through research.

The surveys are used to detect our customers’ behavior related to a service

or a certain functionality and are used as input in decision making related

to the format of new offers, corrections, communication approaches and
improvements to internal processes. This quantitative research also allows us
to measure customer satisfaction.

All our telecom services comply with Law 9,472/97 (Lei Geral de
Telecomunicacoes, or General Telecommunications Act]; RGC [Regulamento
Geral dos Direitos do Consumidor dos Servicos de Telecomunicacoées,

or General Regulations on the Rights of Telecommunications Service
Consumers], approved by Anatel [Agéncia Nacional de Telecomunicagoes,
or Brazilian National Telecommunications Agency] Resolution 632/2014; and
Anatel’s specific regulations on each service. In the specific case of the
Conditioned Access Service [SeAC], we also comply with Law 12,485/2011 and
Ancine's [Agéncia Nacional de Cinema, or Brazilian National Cinema Agency)
standards. Therefore, there are specific definitions and requirements for the
features and provision of each service.

[28]
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We have a 24/7
customer service
call center

—(s
24H

RGC is concerned with users’ and carriers’ rights and obligations. For
example, users have the right to receive an invoice with a detailed
description of the services used, as well as the respective charges and
taxes. One of the duties of service providers is to handle users’ queries,
complaints, compliments, etc.

In this regard, we have a 24/7 customer service call center and contact
channels at our stores or on our website. In addition, we are working to offer
more and more digital channels to speed up customer service.
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CUSTOMER DATA SECURITY

Our initiatives to ensure the security of customer information flowing : : N :
internally comply with the applicable legal standards. They are ntended oset INFOrMNAtION security management ensures the minimum security
technology standards for our network and raise staff’'s awareness, mainly in
the fields of business, information technology and engineering.

requirements are complied with in product R&D

A series of approvals will determine whether the user really needs that
information. Information security management ensures the minimum security
requirements are complied with in product R&D and in the testing phase, prior
to production. It is also necessary whenever customer information is disclosed
or stored externally.

We seek to improve our internal processes constantly to increase customer
data security.

Customers’ personal data and other phone communication information are
only disclosed to government authorities in the cases in which the law or the
Constitution provides for the disclosure of telecommunication data.

In 2016, we received 983 complaints through Anatel channels about the misuse
of personal data.

Complaints about misuse of personal data mm
476 105

Qi - Broadband
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EMPLOYEE
ENGAGEMENT

Workforce profile

2015
Employees by position
’ Female Male ’ Female ’ Female

Executive Board 94 83 1 114 99 15 113 100 13

Managers 791 553 238 883 641 242 924 679 245
""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""" 1. Allemployees are permanent in accordance with CLT

Supervisors/coordinators 874 547 327 923 584 339 996 633 363 (Brazilian Labor Act) and work full time.

Staff 12,672 7.854 4.818 14,637 9198 5,439 16,262 10,460 5.802 2. All contractors are hired in accordance with CLT. The
-------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------- term of their work contracts and working hours are

Total ™ 14,431 9,037 5,394 16,557 10,522 6,035 18,295 1,872 6,423 exclusively determined by the Company. Qi does not
________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________ monitor individual service providers’ data; therefore, it

Contractors @ 116 460 125 816 ~ ~ 159 277 ~ ~ cannot show their breakdown by gender.
---------------------- [3] 3. All apprentices are on a fixed-term contract in

Apprentlces 116 o1 65 101 40 61 150 78 72 accordance with CLT and work 4 hours a day.

Interns @ 340 172 168 346 189 157 670 414 256 4. Interns are on a fixed-term contract, governed by Lei do
--------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------- Estagio (Internship Act], and work 4 or 6 hours a day.

Total 131,347 9,260 5,627 142,373 10,751 6,253 177,572 12,364 6,751
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Employees by location

Development

In 2016, we took another step to encourage the development of our
employees through the improvement of the training platform. We launched
0i Educa, a training management tool that enables better process control
and offers mare learning resources and experiences. In addition to traditional
e-learning, the platform offers video aids, virtual classroom, document
library, chats and forums, creating an environment that fosters collaboration
and interaction between employees. We have definitively entered the era of
social learning, in which collaboration and knowledge sharing are key drivers
of people development and, consequently, the evolution of the business.

Employee engagement

Shareholder and investor
relations

Supply chain responsibility Social development

Relationship with
the industry

Female Female Female

In the period, training totaled

210,772 hours,
13% more than in 2015.

[31]
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Other initiatives

Trilhas de Lideranga [Leadership Trails]: these are training programs for the
Company’s leaders. The idea is to allow them to perform their activities in an
excellent manner, based on the best management practices.

Multiplicadores de Qualidade [Quality multipliers): program for selecting and
training multipliers in different areas by tapping into technical experience and
expertise already available and/or acquired through training. In addition to the
technical aspect, multipliers are also trained in communication technigues
and knowledge replication.

Programa Geracéao [Generation Program]: promotes the development of
young talent engaged in their professional growth.

Programa Geracéo Estagio Técnico (Technical Internship Generation
Program]: focuses on the Network and System Technology and Operations
areas and received 6,641 applications for the 99 places offered.

Programa Geragdo Estagio Superior [Higher Education Internship
Generation Program): approximately 27,300 people applied for the 209
places offered.

In 2016, we offered around 23,015 hours of training to participants of the
Generation Program.

Hours of training by gender

Male 142,368 157,313
Female 44,056 53,458
Total 186,424 210,772

Employee engagement

Supply chain responsibility

Health and safety

We greatly value our employees’ health and safety. Consequently, we seek
to identify all possible risks inherent in the business and manage themin a
proactive and careful manner. This concern also applies to our contractors.

The activities performed by our employees are considered to involve low risk
for occupational diseases. Nevertheless, we have Internal Accident Prevention
Committees and Volunteer Fire Fighting and Prevention Brigades.

We also manage occupational safety actively and carefully to maintain a culture
of prevention, mainly in field activities, thus mitigating all possible risks.

We provide employees with Personal Protective Equipment (PPE] and Collective
Protective Equipment (EPC], in compliance with legislation. In addition, we provide
medical, hospital and dental care, and drugstore discounts for employees and
their dependents, in accordance with collective bargaining agreements.

Pursuant to our National Accident Reduction and Safe Labor Plan, we

trained 344 Cipa (Internal Accident Prevention Committee] members. The
program also offered 462 training courses on “Conscious and Defensive
Driving”, reinforcing the need to raise the awareness of employees about the
appropriate use of vehicles both at work and outside it. The “Risk Perception
and Safe Task Planning” course was delivered to 1,424 employees. In addition,
1,520 employees received training on how to work safely with electricity and at
height in order to ensure the health and safety of workers directly and indirectly
involved in these activities.

The program went beyond training, bringing the concept of prevention to the
field. In 2016, our safety team conducted more than 1,600 field inspections
and raised the awareness of aver 9,700 employees about safety through
actions including the Weekly Safety Dialog [DSS], the Internal Week for
Workplace Accident Prevention [National SIPAT] and awareness campaigns.

[32]
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We supported more than

610 lives among pregnant
women and babies In

the program for the safe
management of pregnancy

Focusing on the physical and emotional well-being of our employees, we
continued with the 0/ Vida em Dia [0i Up-to-Date with Life] program, which
was launched in 2014 and promotes initiatives designed to value, care for and
recognize our human capital. As part of our programs to monitor health and
quality of life management, we performed 12,880 medical tests, monitored
around 1,900 employees and/or dependents with chronic diseases and
supported more than 610 lives among pregnant women and babies in the
program for the safe management of pregnancy.
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Health and Safety Indicators

Injury Rate North Midwest Northeast South Southeast 2016 Total 2015 Total 2014 Total

Male 0.81 0.44 0.14 0.18 0.12 0.19 019 0.08
CFemele oo o8 o009 o000 o8 om om 035
et om o4 om o3 o4 o8 o8 o
ndependentContractors 95 v e e o es o 159

Total lost workdays

Independent Contractors 17.88 22.42 4.82 211 18.00 18.75 33.48 75.63

Total absenteeism North Midwest Northeast South Southeast 2016 Total 2015 Total 2014 Total

Total HC- Qi 574 1253 2615 1537 8452 14431 - -
v e S o A so0360 wosms R soorss - -
Doyslost (bsenteeism by Ol employess w2 o o sy e R -
Towelabsentesism of Oiemployees 126 e R 2 120 w0 -
Totelebsentesismotconuactors Wedonotcontrol contactors’doctorsnotes.

Learn more about our health and safety indicators in the additional indicators annex
{learn more on page 70).
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SUPPLY CHAIN
RESPONSIBILITY

G4-12, G4-HR10, G4-EC9

Supplier chain
profile

We had a total of 1,446 suppliers in 2016. We paid them around R$ 9.7 billion,
99.8% of which to Brazilian companies.

Our suppliers are mainly Network Service Providers [NSPs], call center
companies and technology and equipment providers, which account for about
50% of total payments to suppliers. They work in key points for our operational
quality and service excellence.

e NSPs: implementation and maintenance of the external plant, optical fiber
infrastructure and specialized licensing and site acquisition services.

e Technology and equipment companies: mobile network equipment,
equipment for customers [data, satellite and voice], switching, transmission
(radios and backbones], technical support, platforms and specific
equipment for the digital TV segment.

e Call center: handling calls from and to customers of all our segments.

Employee engagement

Supply chain responsibility Social development

Sharing good practices
and job training

Good practices

In 2016, we reviewed all the regulatory documents in order to adjust the
Compliance Policy in the supplier selection process.

During this process, we request all suppliers to accept our Sustainability
Policy and Code of Ethics, as well as meet the requirements set out in
the social and environmental annex, which addresses health, safety,
environmental and human rights issues.

We used the new sustainability criteria to assess 115 [19.3%)] of all the suppliers
audited in 2016. Our diversified criteria to select and contract suppliers cover
issues such as occupational, environmental and social impacts; compliance
with legal requirements; and social and environmental responsibility.

The Third Party Management Division and the Health, Safety and Environment Division
monitor supplier compliance by auditing the Supplier Qualification Index (IQF).

We conducted 211QF assessments of those suppliers in 2016. We focused

mainly on HR and Occupational Health and Safety (OHS) management of seven
previously selected suppliers. The evaluation generates a grade based on process
compliance and an action plan, under the responsibility of the contract manager
and the evaluated supplier in order to remedy any possible non-compliance

[34]
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observed in the IQF and ultimately increase operational efficiency and reduce
occupational accidents and labor claims for both the Company and the supplier.

Training

In addition, we have been assessing and monitoring the sustainable practices
of suppliers critical to the longevity of our business, as well as those of
suppliers considered relevant by the social and environmental criteria, such

as NSPs and call center companies, actively and continuously. In addition,

we check CEIS [Cadastro Nacional de Empresas Inidéneas e Suspensas, or
Brazilian National Registry of Dishonest and Ineligible Companies), a database
maintained by the Office of the Comptroller General of Brazil intended to identify
companies that have suffered sanctions barring them from participating in
public tenders or entering into contracts with government bodies.

All contracts are based on standard drafts, with clauses covering all the items
listed above, in compliance with Brazilian anti-corruption laws or any other
applicable anti-corruption laws, especially the U.S. Foreign Corrupt Practices
Act (“anti-corruption regulations”], and a commitment to abstain from any acts
in breach of anti-corruption regulations.
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SOCIAL
DEVELOPMENT

We seek to create value through our activities to further social development by
increasing access to telecom services and digital inclusion, and by focusing our
corporate social investment on educational, culture and social innovation projects
through Oi Futuro.

Learn more about the main initiatives we undertook in 2016 below.

G4-PR1, G4-PR2

As part of our social development goal based on access to
telecommunications, we promote the responsible use of technology
and telecommunications by engaging users and raising awareness of
situations that may bring risks to society.

It is worth mentioning our activity does not pose risks to customers’ health
and safety. Electromagnetic radiation from our cell sites is within the limits
prescribed by law and is much less energetic than that from radio and

TV stations. The coverage of our cell sites ranges from tens of meters to
around five kilometers. Noise levels are also within the limits prescribed by
federal law.

We monitor those levels continuously and submit regular reports to Anatel
about the intensity of those radiation fields and the adoption of measures
to reduce noise levels.

[35]
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Access to telecom services

and digital inclusion

Plano nacional de banda larga [PNBL)

We implemented PNBL [Plano Nacional de Banda Larga, or Brazilian National
Broadband Plan] in 4,687 cities and towns, thus helping to increase access to
broadband internet connection, promote digital inclusion, and reduce social
and regional gaps in Brazil.

Note: On December 31, 2016, the commitment to adhere to the PNBL objectives
was terminated.

Programa banda larga nas escolas (PBLE]

At the end of 2016, we provided broadband to 52,869 schools in urban

areas and 3,740 schools in rural areas, including 533 new schools which
began to be served in 2016. The PBLE [Programa Banda Larga nas Escolas,
or Broadband at Schools Program] is designed to provide internet access
equal to or higher than 2MB for all urban public elementary, middle and high
schools and teacher training schools for elementary, middle and high school
teachers, indicated by the MEC [Ministério da Educacéo e Cultura, or Ministry
of Education and Culture] by 2025.

Plano geral de metas de universalizaggo [PGMU])

We are involved in PGMU (Plano Geral de Metas de Universalizacdo, or General
Target Plan for Universal Access], intended to increase access to fixed line

Employee engagement

Supply chain responsibility

services. We invested over R$ 19.7 million in 2016 in 351 locations, of which
R$ 13.8 million (116 locations) related to individual access and R$ 5.8 million
(235 locations] to public access.

Backhaul

In 2016, we invested R$ 11.6 million in the Backhaul project to expand
broadband services to more cities and towns, at no cost for customers, and
upgrade speeds provided. At present, the Backhaul project is present in over
3,140 Brazilian cities and towns.

Services for the brazilian army and navy

We provide telecom services for the Brazilian Army to help it protect Brazilian
borders, thus contributing to national security. Overall, we are present at 66
points in border regions, in ten Brazilian states.

By ensuring fixed and mobile voice, data and TV services to the Comandante
Ferraz Antarctic Station, we have enabled the military and research teams
that work on the base to communicate with their families, other Brazilian
universities and research centers, and the outside world in general. In 2016,
we carried out the preventive maintenance of the equipment installed in the
station, monitoring and guiding Navy technicians.

[36]
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At the end of
2016, we provided
broadband to
52,869 schools in
urban areas and
3,740 schools in
rural areas
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Social investment

We invested our own and incentive funds in social projects through the
Sponsorship and Events division and Oi Futuro, our social responsibility
institute. Oi Futuro promotes, supports and develops innovative and
collaborative initiatives to improve society’s quality of life. With educational,

cultural, social innovation and sports activities, the institute promotes We | nve Ste d O U r 0Wﬂ a n d | n Ce nt IVG fU n dS | n SO C | a l. p I’O] e CtS th I’O U g h
@nitiatives that foster personal and collective devglopment, encourage

nnoverion experimentation andnurure connections. the SpO nsorshi P a nd Events division and Oi Futuro, our social
In 2016, Oi Futuro developed its new s;rategic plar)ni.ng in line with Oi's positioning

01 FutLio and the Spansorahip and Events dvigon n 2018 moluded: o responsibility Institute

(R$,000]

Education 17,089,255 14,828,654 17,748,406 16,478,242 8,907,144

cdtwe 00200220 070699 525075 Sms 07378

Csusenabity o994 9557 saee aome83 3283887 49
sots a0 1960600 23057M 28980029 26205 ! y
OiFutuosadministative stuoture agnos 453187 44z a7 5060773 g
ot o5 820302 10369220 W08 94369

Drectiwestment swsaesE0 ysesa0r wesi20s wowmo 26492296

Thoughtaxvenefs 56.994.995 45269605 50308014 60487473 4845402
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Education

Oi Futuro invests in innovative models to inspire new forms of teaching and
learning. The Nucleo Avangado em Educagéo [Nave, or Advanced Education
Center] prepares young people for the digital and creative economy, focused

on the production of games, apps and audiovisual products. The program

is developed in partnership with the Rio de Janeiro and Pernambuco State
Education Departments and offers integrated high school education. In addition
to receiving vocational training, Nave students are encouraged to develop their
entrepreneurial spirit and make their first professional connections through
integration events and projects with the innovation market.

The two schools currently gather around 1,000 students and 70 educators of
regular and technical disciplines.

In 2016, Nave Recife was recognized by the InnoveEdu platform, which

gathers education institutions from several countries, and was one of the 12
schools selected to participate in the Destino Educag¢éo - Escolas Inovadoras
(Education Destiny - Innovative Schools) documentary series, which was
produced and broadcast by the Futura channel and shows new forms of
teaching and learning around the world. Nave Recife also won the Aberje
Award in the North and Northeast regional unit, in the “Communication and
Relationship with Society” category. In addition to these recognitions, two short
films created and produced by Nave students were selected to participate in
Anima Mundi, Latin America’s largest animation festival.

Nave Rio participated in Festival do Rio, one of Brazil’'s main film events, where
it hosted several free workshops for Mostra Geracéo [segment of the festival
focused on children and young people], with storytelling classes for educators
and theme techniques, such as the “Hero’s Journey”, “Robotics in Movies™ and
“Video Game Scripts”, for the general public.

In order to bring schools closer to their surrounding communities and inspire
other educational initiatives, we held another edition of the Nave de Portas
Abertas (Nave Opens its Doors] event, receiving more than 1,000 participantsin
Rio and 1,400 participants in Recife to share the projects developed by students.
Another relevant Nave initiative was the Decola (Take off] event, which was
promoted by Oi in partnership with Oi Futuro in order to bring high school seniors

Employee engagement

Supply chain responsibility

and graduates closer to the technology and innovation market. The event
includes pitch presentations of the best projects, as well as lectures, debates
and exhibits. Around 150 students, eight organizations and six companies
participated in the event held by the Recife school. Groups that presented
advanced-stage projects received a six-month mentorship with professionals
from several areas of the creative industry, including Oi employees, in order to
further develop the projects until they are ready to be launched in the market.

Learn more on: http:/www.oifuturo.org.br/en/education/nave/

0i Kabum! School of Arts and Technology offered creative
economy courses - photography, graphic design, web design,

—/ computer graphics and video - to youth from low-income urban
communities, public school students or graduates in the first
half of 2016.
Learn more on: http:/www.oifuturo.org.br/en/culture/oi-kabum/
Culture

In the cultural area, the institute acts as a creative catalyzer, encouraging
people through art, stimulating collaborative production and promoting access
to culture in the digital era.

Programa 0Oi de Patrocinios Culturais Incentivados (Oi

C This is a support program for projects in all Brazilian regions
selected through calls for proposals, thus reaffirming Oi's and Oi
Futuro’s commitment to Brazilian artistic production. A total of
89 music, audiovisual, performing and visual arts, technology,
new media, mobile art, dance, intermedia and popular culture
projects were supported in 2016. The program also won the
Aberje Award in the “Communication of Cultural Programs,
Projects and Actions” category in the Espirito Santo and Rio de
Janeiro regional unit.

[38]
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Cultural centers: Part of the cultural projects supported were
undertaken in both cultural centers sponsored by Qi in Rio de
Janeiro, in the Flamengo and Ipanema neighborhoods. The Oi
Futuro spaces have their own curators, and their mission is to
further and disseminate new artistic languages by investing in
the combination of art, technology and science. Its programme
featured in three of the traditional Top-10 lists of the O Globo
newspaper: “Emoticom” [Emoticon - dance), ‘A Paz Perpétua”
(The Eternal Peace - Theater) and “Espirito de Tudo” [Spirit of
Everything - visual art show by Rosangela Renno].

Learn more on: http:/www.oifuturo.org.br/en/culture/

Telecommunications museum: A permanent attraction of Oi
Futuro Flamengo, the museum celebrated its ninth anniversary
and received more than 17,000 visitors in 2016. Included in

the international category of technology museums and a
pioneer in the use of interactivity in Brazil, it preserves and
disseminates the history of telecommunications in Brazil

and has a unigue collection of over 100,000 items, including
handsets, phone booths, phone books, switchboards,
photographs, technical catalogs and historical documents. In
2016, the Telecommunications Museum'’s website was launched
to publicize its activities and its Educational Program made
great strides in terms of accessibility and diversity through
continuous initiatives, catering to people with disabilities, as well
as transgender and young people, in its social and educational
initiatives. It also launched a specific publication about the
topic, Caderno Acessibilidades [Accessibility Booklet], designed
to share experiences and aspirations related to access to
contemporary art, education and information in order to make
cultural spaces more democratic, receptive and open to all,
without exception.

Learn more on:
http:/www.oifuturo.org.br/en/culture/telecommunications-museum/
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Social innovation

The 0i Novos Brasis [0i New Brazils] program supported innovative
entrepreneurial projects that bring forward proposals to overcome current
urban challenges, thereby contributing to the development of society.

Since 2004, 0/ Novos Brasis has selected projects of non-profit organizations
from all Brazilian regions designed to promote diversity, accessibility and social
inclusion through the use of technology. Through O/ Novos Brasis, Qi Futuro
contributed to the achievement of the Sustainable Development Goals, defined
in a collective and participatory manner and approved by the United Nations
Sustainable Development Summit. In order to ensure the measurement

of results and the monitoring of activities of supported organizations, the
indicators for each project were defined and monitored by a system developed
by Oi Futuro, SIGA (Sistema Integrado de Gestéo e Avaliagdo, or Integrated
Management and Evaluation System]. Each project was also evaluated by an
external specialist and an auditor. In 2016, we supported 23 projects in 17 states
and benefited over 16,000 people. Among the results, it is worth noting over
10,000 hours of educational and training activities, 126 tonnes of organic waste
collected, reforestation of around 20 hectares for recovery of degraded areas,
34 hectares of agroforestry systems, over 6,300 seedlings planted to create
nurseries and seed banks, and around 380 partnerships established with
community associations, NGOs, public authorities and schools, among others.

Learn more about the projects supported by 0/ Novos Brasis,
its goals and results on:
http:/www.oifuturo.org.br/en/sustainability/oi-novos-brasis/

FIA (Fundo da Infancia e da Adolescéncia, or Fund for Children
and Adolescents)

We support local, state and national Councils for the Rights of
Children and Adolescents through the FIA. In 2016, we supported
eight initiatives that foster the development of children and
adolescents at social risk. Through this initiative, we contributed
to strengthening public policies that ensure the rights of
children and adolescents from all over the country.

Learn more on: http:/www.oifuturo.org.br/en/sustainability/fia/

Sports

We invest in sports projects that connect people and promote inclusion

and citizenship through Programa 0i de Patrocinio Esportivo Incentivado

(0i Sponsorship Program for Sports Projects Receiving Incentives]. The program
sponsors sports and parasports projects intended to improve individuals’

life quality and health, and promote accessibility and diversity. In 2016, we
supported five sports projects.

Learn more on: http:/www.oifuturo.org.br/en/sustainability/fia/

[39]

The Oi Novos Brasis [0i New Brazils]
program supported innovative
entrepreneurial projects
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SHAREHOLDER
AND INVESTOR
RELATIONS

Relationship

We have a dedicated Investor Relations (IR] team that organizes events,
meetings and conference calls with Brazilian and foreign investors; Apimec
(Associacdo dos Analistas e Profissionais de Investimento do Mercado

de Capitais, or Association of Capital Market Analysts and Investment
Professionals] public meetings; and 0i's participation in conferences and road
shows in Brazil and other countries, as well as in conferences for investment
and capital markets professionals. The purpose is to ensure the Company will
provide information for the market in a responsive and assertive manner.

The missions of the IR department are to develop and implement an
appropriate and consistent transparency and information disclosure policy;
build a close relationship with analysts and investors; and be the main
cammunication channel with Brazilian and international capital market agents.

IR issues announcements and posts information through the official channels
indicated by the regulatory bodies of the capital markets in which the Company
is listed, and our IR website (which has a mobile version].
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RELATIONSHIP WITH THE INDUSTRY

We greatly value cooperation in the industry, for example, in infrastructure F d l l " l t "
sharing, and participate actively in discussions about key issues for the e e ra e g IS a I O n O n

consolidation of telecommunications in Brazil.

The Regulatory and Institutional Affairs department represents us before t h t l m m " t "

regulatory bodies — mainly Anatel, the Ministry of Science, Technology, e e e C 0 U n I C a I O n S
Innovation and Communication, and Ancine - and the local, state and federal

Legislative and Executive branches of government. The department follows

the guidelines set by our Institutional Relationship Guide, Code of Ethics and I n d u St r

Institutional Policy of Oi Companies to ensure an ethical relationship. y

Our Caple [Comité de Acompanhamento das Proposigées Legislativas, or

Legislative Monitoring Committee] monitors and examines bills floating in

local, state and federal Legislatures concerned with issues related to the

telecommunications industry. In 2016, it met eight times to discuss and follow Some important issues related to the Brazilian federal legislation on the
up on 106 bills. Created in 2009, the Caple has examined 1,351 bills either with telecommunications industry were discussed in 2016. We participated

a direct impact on the telecommunications business or of general interests to jointly with SindiTelebrasil (Sindicato Nacional das Empresas de Telefonia
the private sector in Brazil. e de Servico Movel Celular e Pessoal, or Brazilian National Association

of Telephone and Cellular and Personal Mobile Service Companies] in
discussions about different federal bills, including contributions to PL
(Projeto de Lei, or Bill] 3,453/2015 [PLC Supplementary Bill 79/2016],

which restructures the sector’s legal framework, especially regarding

obligations under the concession model, aligning it to the new reality of the We g reatly Va lU e COO peratIO n

telecommunications market.

Below are other important pending bills in the National Congress: | n th e | n d U St ry

e PL 3,434/2015, on the Conduct Adjustment Agreement [TAC) entered into by
Anatel and operators;
e PL5,845/2016 and PL 5,846/2016, on the use of equipment resulting from

theft from telecommunications infrastructure networks; m
PL 5,476/2001, on the termination of the basic subscription rate;
PL 7,415/2012, concerned with alterations in the prepaid credit validity period In compliance with Law 9,504/1997, we do not support or contribute to

for mobile phones; political parties or related institutions because we are a public utility.
e PDS (Projeto de Decreto Legislativo, or Legislative Decree Bill] 14/2016,
which deals with the rules for the sale of data plans in fixed broadband.

[41]
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State and local legislation on the
telecommunications industry

Some of the issues we discussed with local and state political leaders were:
Laws regarding the installation and expansion of mobile phone services;

Land use legislation;

Right-of-way on state highways;

Laws against the theft of cables and batteries;

Undergrounding in urban areas;

Confaz [Conselho Nacional Fazendario, or National Finance Policy Council]
Agreement 56/2012;

Confaz Agreement 102/2013 or implementation of a law that allows using
ICMS credits to pay expenses on telecom services hired by the states;
Rules for shutting off service for lack of payment;

Rules for including/removing consumer names in/from bad credit lists;
Laws on data packages and use information for consumers;

Incentive laws for cultural activities and sports.

Urban and environmental licensing for telecommunications infrastructure;

List of entities in which the institutional area operates. Not complete.

ABDTIC Associacao Brasileira de Direito da Tecnologia da Informacgéao e das Comunicacdes
CABRTelecom  AssociagdoBrasieiadeRecursosem Telecomunicagses
et Associaco Brasleira de Concessiondrias de Senvigo Telefonico Fixo Comutado
e Assoviacdo Brasiera de Televisdo por Assinatura
e AssoviagdoNacional das Operadoras Celulares
""" Fobratel  FederagoBrasileira de Telecomunicagdes
e Groupe Speciale Moblle Association
e Instituto Brasileiro de Estudos de Concorréncia, Consumo & Comércio Intemacional
seta Sindicato Nacional das Empresas Operadoras de Televisdo por Assinatura e de Sewvico de Acesso Condicionado
Sinditelebrasi  Sindicato Nacional das Empresas de Telefonia e de Servicos Movel Celular e Pessoal
Telcomp Associagao Brasileira des Prestadoras de Servicos de Telecomunicacoes Competitves
Telebrasit Assoviagdo Brasileira de Telecomunicagoes
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Impact mitigation

IMPACT MITIGATION

In 2016, we proceeded with environmental management activities, through
the effective implementation of the Company’s environmental governance,
established in 2015, and continuing the great advances recorded in 2014, when
we created our Health, Safety and Environment [HSE] department.

The focus on reducing the impacts of our operations, raising the awareness of
our employees and cutting costs through a more appropriate strategy for the
management of natural resources evolved and produced good results.

In 2016, our operational highlight was once again our energy management. In
mid-2015, we created the Energy Executive Area and, since then, have managed
to significantly reduce energy consumption. In 2015, our energy consumption fell
5.53% compared with 2014 and, in 2016, it declined 2.58% compared with 2015.
Savings came to approximately R$ 41.99 million, considering the 2% growth in the
Company'’s operations. In 2017, we plan to reduce energy consumption by 3.6%.

Scope 2 greenhouse gas emissions, related to the purchase of electricity,
accounted for 63% of our total emissions in 2016, considering scope 1+ scope
2. The reduction in Oi's consumption combined with the decline in the emission
factor of the National Interconnected System [SIN] led to a 36% reduction in
scope 2 emissions compared with 2015.

In 2016, we established a partnership for the launch of the 0/ Troca
Facil offer, which grants discounts in the purchase of mobile phones
at our stores in exchange for the customer’s old handset. The used
handsets are collected by one of our partners, carefully revised

and tested by a team of specialized technicians and subsequently
sold with three months’ warranty. This offer follows a conscious

consumption model that strays from the traditional, being concerned
about environmental impacts and moving toward circular economy.
A total of 11,617 handsets were exchanged in 2016.

We also mitigate the indirect impacts of our business by placing
boxes for customers to dispose oftcell phones, batteries and
accessories in our stores. In addition, we collect batteries in our
administrative facilities.

[44]

Energy savings came to
approximately R$ 41.99 million,
considering the 2% growth in the
Company’s operations

The strategy of our Energy area is based on the following goals:

|. Toreduce energy costs;

Il. To plan and control energy consumption;

lll. To improve and optimize processes;

IV. To introduce managemen t procedures for processes and results
related to energy consumption;

V. Toimplement energy projects;

VI. To create a culture of energy rationalization at the Company; and

VII.To build closer ties with utilities.
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Impact mitigation

Wa r ROOm Oi's energy consumption mix

Weekly meetings attended by executives of the Energy and Operations areas with the goal of
implementing actions designed to reduce energy consumption and promote the rational use of
electricity at Oi's units.

e Primary focus: shutting down equipment and sites during idle time and using natural light
and ventilation more effectively.

e Secondary focus: turning on equipment automatically on a local scale by installing timers
and thermostats.

e Approval of approximately R$ 1 million in the 2016 budget for the implementation of projects focusing
on energy efficiency and consumption reduction, and plan to invest R$ 2 million in 2017.

N

ENERGY
EFFICIENCY

In 2016, the Company carried out its main energy
efficiency actions and projects.

Energy Management System

We began the process to implement an energy management system that allows us to effectively
manage energy consumption and online real-time demand at 200 sites, accounting for around 38%
of the Company’s energy consumption.

e Consumption savings are estimated at around R$ 13 million/year at these sites.

o®

Free market

In 2016, 20 units migrated to the free market, representing more than 13,616 MWh of energy from
renewable sources and another 99 units are expected to migrate in 2017, representing over 67,872
MWh in renewable energy.

e We expect 42.5% of the total energy consumed by the Company to come from renewable sources in 2020.

Learn about other environmental aspects related to our business and performance in 2016 in the annex to . Captive market
this publication {learn more on page 70].
Free market

[renewable sources]

[45]
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1 - Basis of calculation 2015 - R$ thousand 2016 - R$ thousand

Net Revenue [NR] 27,353,765 25,996,423

2 - Internal social indicators

R$ thousand R$ thousand

Meals 188,518 172% 0.69% 0.84% 20171 7.95% 0.78% 1.27%

‘Payroll taxes and benefits 4933%  2020% 180% 221% 546978 256% 210%  344%
Privatepensionplan 58285 239% 021%  026% | 57698 22% 022%  0368%
Health 1e424 5.99%  054%  065% 162445 640% 062% 102%
Occupational health and safety 13463 055%  005%  0.08% 8437 033% 003%  005%
Education o 000%  000%  0.00% | o 000% 000% 000%
Cultore o 000%  000%  0.00% | o 000% 000% 0.00%
‘Professional training and development 2260 0%  0.02%  0.02% 9574 038% 004% 0.06%
Daycare or daycare assistance ns 048%  0.04%  0.05% neat 047% 005% | 007%
Sports o 000%  000%  0.00% o 000% 000% 0.00%
Profitsharing 214375 878% 078%  096% 84000  331% 032%  053%
Tramspot . ;58 174%  ol%  019% a4 183% 016%  0.26%
Other o pm 050%  0.04%  0.05% 177005 067% 007% on%
Total - Internal social indicators 1185125 852% 233% 530% 14104 . 24.98%  439% 718%
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3 - External social indicators

Education 16,478 -0.27% 0.06% 0.07% 8,907 -0.28% 0.03% 0.06%
Culre 57122 0.94% 0.21%  026% 36,071 anw 014%  023%
‘Healthand sanitaton 26 0.00%  000%  000% 83 0.00% 0.00% 0.00%
Sports 28,983 048% 0M%  01’% 21621 067% 0.08% 014%
‘Combating hunger and supporting food security 486 ~ -001%  000%  000% 197 -00% 0.00% 0.00%
‘Sector indicator S o S S S - ——
Other 853% - 0M% 0.03%  004% 8345 0.26% 0.03%  005%
Total contributions to society mz3r 8% 041%  050% 75225 232% 0.29% 0.47%
Taxes [excluding social contributions) 8384978 -138.49% 30.65% 37.49% 11230516 34701%  4320% 7062%
Total - External social indicatos 8608439 14218% 31.47%  38.49% 11,380,965 -351.66% 4378% 71.56%

[47]
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4 — Environmental indicators

R$ thousand R$ thousand

4.1 - Investments related to the company's production/operations

Land expropriation 0 0.00% 0.00% 0.00% 0
‘Environmental liabilities and contingencies o 0.00%  000%  000% o
Technological and industrial development program 729 -001%  000%  000% | o 0.00% 0.00% 0.00%
‘Energy conservaton 82  -001%  000%  000% 1570 - 0.05%  001% 0.01%
‘Environmental education o 0.00%  000%  000% o 0.00% 0.00% 0.00%
‘Sectorindicator o 0.00%  000%  0.00% | o 0.00% 0.00% 0.00%
Other o 0.00%  000%  000% o 0.00% 0.00% 0.00%
‘Total investments related to the company's production/operatons 1621 0.03% 0.01% 0.01% 570 - 0.05%  001% 0.01%

Community environmental education projects 738 -0.01% 0.00% 0.00% 366 -0.01% 0.00% 0.00%
‘Preservation and/or recovery of degraded environments | o o 0.00% 0.00% 0.00%
Other o o 0.00% 0.00% 0.00%
‘Total investments in external programs and/or projects 73 -001%  000%  0.00% 3  -001% 0.00% 0.00%
Total investments in the environment 41+4.2) 2359 0.04% 0.01% 0.01% 1,936 0.06%  001% 0.01%

[48]
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Distribution of investments in the environment

R$ thousand R$ thousand % of the total

Total investments in environmental prevention initiatives 127 0.00 0 0
Total investments in environmental maintenance initiatives | o o0 0o 0
Total investments in environmental compensation initiatives 765 0.00

Number of environmental, administrative and court proceedings filed against the entity: 126 814

Amount of the fines and indemnifications related to environmental issues resulting from

. . N Not reported Not reported
administrative and/or court proceedings:
. . o o () has no targets () has no targets
genera GUing podUotion/operations n orGer to norease effestences n the use of et (1 meets from 0% to 50% (1 meefs from 096 to 50%
?esources thg Eom oy P [} meets from 51% to 75% [) meets from 51% to 75%
' pany. (x] meets from 76% to 100% (X] meets from 76% to 100%

[49]
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2015 2016

5 - Workforce indicators

In units In units

2015 2016

5 - Workforce indicators

In units In units

Number of employees at the end of the period 16,557 14,431
‘Number of employees hired in the period 2497 2164
'Number of employees departed in the period 4272 4291
'Number of outsourced employees 125816 116,460
‘Number of interns 346 340
'Number of employees over 45 yearsold 388 2984

Between 18 and 35 years old 7,095 6629
‘Between36and45yearsod 5589 4818
‘Between 46 and 60 yearsold 3432 2659
Over60yearsold aa 3p

Number of employees by level of education:

lliterates 0 0
""""" Middle school o5 g
""""" High schoolvocational educaton 7584 g412
 College degree 6447
""""" Postgraduate degree 189 1505
'Number of women working at the company 1 803 5394
‘Percentage of senior positions held by women 2% 28%
'Number of men working at the company 1052 9.037
‘Percentage of senior positions heldby men % 2%

Difference between the lowest salary paid by the company and the
[national or regional) minimum wage:

Difference between the lowest salary paid by the company and the
minimum wage
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6 - Rglevant mformatlo.nl regarc.hng the 2015 2016
exercise of corporate citizenship

Ratio between the company's highest
and lowest compensation

Not reported

(] Senior management
(x) Senior and mid-level
management
(] All employees

The social and environmental projects
developed by the company were developed by:

(] Senior management
(x] Senior and mid-level
management
(] All employees
(] All + CIPA [Internal Accident
Prevention Committee]

The health and safety standards in the
workplace were defined by:

(X] Does not get involved
[) Follows ILO standards
() Encourages and follows
ILO standards

Regarding freedom of association, the
right to collective bargaining and internal
representation of workers, the company:

[) Senior management
(] Senior and mid-level
management
(x] All employees

(] Senior management
(] Senior and mid-level
management
(x] All employees

(] Are not taken into account
(] Are suggested
(X] Are required

In the selection of suppliers, the same ethics
and social and environmental responsibility
standards adopted by the company

(] Does not get involved
(] Supports
(X] Organizes and encourages

Regarding employees' participation in
volunteering programs, the company:

Not reported

() Senior management
(X] Senior and mid-level
management
[] Allemployees

(] Senior management
(x] Senior and mid-level
management
(] All employees
(] All + CIPA [Internal Accident
Prevention Committee]

(X] Does not get involved
() Follows ILO standards
() Encourages and follows
ILO standards

() Senior management
(] Senior and mid-level
management
(x] All employees

(] Senior management
(] Senior and mid-level
management
(x] All employees

(] Are not taken into account
(] Are suggested
(X] Are required

(] Does not get involved
(X] Supports
(] Organizes and encourages

6 - Relevant information regarding the

exercise of corporate citizenship

2015 2016

Atthe Not reported At the company Not reported
Number of customer complaints company .~
and criticisms: At Procon Not reported At Procon Not reported

In court Not reported In court Not reported

Atthe Not reported At the company Not reported
Percentage of resolved complaints company .~
and criticisms: At Procon Not reported At Procon Not reported

In court Not reported In court Not reported
thal fines and indemnifications to At Procon Not reported At Procon Not reported
clients as aresult of orders by courts .~
or consumer protection or defense
agencies: In court Not reported In court Not reported

‘Measures taken by the entity to solve or

minimize the causes of complaints:
Number of labolr p.roceedlngs filed 43.394 37008
against the entity:
Upheld NA* NA*
Dismissed NA* NA*

Total fines and indemnifications
paid as a result of court orders:

Total value added to distribute
(R$ thousand]):

Government 8,551 38.2 11,560 72.7
""""" Employees 2443 109 25% 1®
~ Shareholders 43 o s o
""""" Third Parties 1891 758 8928 581
""""" Retained ~  -51®8 231  -8944  -437



http://ri.oi.com.br/oi2012/web/download_arquivos.asp?id_arquivo=5EAB453F-0008-4530-978B-2573E79D3501
http://ri.oi.com.br/oi2012/web/download_arquivos.asp?id_arquivo=5EAB453F-0008-4530-978B-2573E79D3501

Introduction
Message from Management

About Oi Value creation model Results High-value relationships Environmental management

Social report

Financial statements

GRI content index

Corporate information and credits
Annex | - additional indicators

/ - Other information

In item 3 “Others”, we considered the Sustainability line [support for Commmunity
Development projects and Environment and Biodiversity]. The Administrative
Structure of Oi Futuro was also considered - support areas ([Communication,
HR, Finance, Planning, Assets and Sponsorship Processing].

Initems 4.1 “Technological and industrial development program” and 4.
“Energy conservation”, we adjusted the amounts disclosed in the last report,
which were denominated in reais (R$), contrary to what was indicated in the
table’s header [R$ thousand).

In item 4.2 “Number of environmental, administrative, and court proceedings
filed against the company”, only the ADMINISTRATIVE proceedings are
informed. The COURT proceedings will not be reported due to a Management/
Strategic decision.

In “Number of black people and %" of item b, Oi does not collect the
information according to IBGE's criterion (self-declaration] in the system.
“Total number of accidents” - We will not disclose the numbers as a
management/strategic decision.

Regarding item 6%, more specifically in relation to the number of cases
considered “upheld”/"dismissed”, it is not possible to provide this information
because the absolute majority of the proceedings are “partly upheld".

The comparative Financial Statements of December 31, 2015 were
retrospectively adjusted in order to reflect the effects of net assets related
to the accounting treatment of the goodwill of assets recorded in TmarPart’s
non-current assets, as of September 1, 2015, when TmarPart’s merger by Oi
was approved. The accounting treatment of the goodwill of assets was the
object of the material fact disclosed by the Company on August 1, 2016.

Pursuant to ICPC 09 (R2], items 77 and 78 and CVM Instruction 319/1999, on
December 7, 2015, the Company filed a technical consultation with the CVM
and, on July 29, 2016, received Official Letter 148/2016-CVM/SEP/GEA-5 from
the Superintendence of Corporate Relations of the Brazilian Securities and
Exchange Commission [SEP], containing the SEP’s statement with respect to
the Company'’s consultation concerning the treatment of goodwill. In the SEP’s
understanding, “goodwill should not be lowered for TmarPart but maintained

in assets to be incorporated into Oi, respecting the base valuation of the net
assets acquired under the business combination between independent parties
that took place at the time of the acquisition of Brasil Telecom S.A.” The
Company filed an appeal with the CVYM Committee challenging the decision,
pursuant to CVM Resolution 463/2003 of August 15, 2016.

At the close of 2016, the Company reassessed the situation in question
and, taking into account the conclusions of said official letter, restated its
financial statements for the fiscal year ended December 31, 2015.

[562]
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GRI CONTENT INDEX=

Connection with

Indicator Information or page the Global Compact Omissions Process materiality
Commitment

Strategy abd Analysis

G4-1 Message from Management 6 Immaterial

s Descr|pt|onofkey|mpactsnsksandopportumhes ........................................................................................................ g e

Organizational Profile

G4-3 Name of the organization 3 Immaterial
o Prlmarybrandsproductsand/orserwces .............................................................................................................................. O e
S Locatlonoftheorganlzatlonsheadquarters ........................................................................................................................ L e
S Numberofcountrleswheretheorganlzatlonoperates ................................................................................................ L et
e Natureofownersmpandlegalformoftheorganlzatlon .............................................................................................. L et
S L O i
S Scaleoftheorgamzatlon ...................................................................................................................................................................... i Ve
T Employeesproflle ..................................................................................................................................................................................... L T
.................................................................................................................................................................................................................................... 0% o 67 emplovess are
G4-1 Percentage of total employees covered by collective bargaining agreements covered by collective bargaining Immaterial
agreements.
s Descrlptlonoftheorganlzatlonssupplychaln .................................................................................................................... L e
S S|gn|f|cantchangesdur|ngthereportmgpenodregardmgtheorgan|zat|onsstructure ................... L Vi

Commitments to external initiatives

Description of whether and how the precautionary approach or principle is addressed by the

G4-14 L 41 Immaterial
organization
54-15 .E>§t.err.1ally develloped econormc, .enV|ronme.ntal and s.ocrc.\l charters, principles, or other 3.35 Immaterial
initiatives to which the organization subscribes or which it endorses
Memberships of associations [such as industry associations) and national or international
advocacy organizations in which the organization: holds a position on the governance :
G4-16 41 Immaterial

body; participates in projects or committees; provides substantive funding beyond routine
membership dues
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Connection with
Indicator Information or page the Global Compact

Commitment

Material Aspects ldentified and Limits

Omissions

Process materiality

The Report and the Financial
Statements cover Ol S.A. and its
subsidiaries; however, the social
G4-17 Entities included in the consolidated financial statements and environmental indicators
are related only to the Parent
Company since those aspects are
not managed by its subsidiaries.

G4-18 Process for defining the report content and the aspect boundaries 3

e Allmatenalaspects|dent|f|edmtheprocessfordefmmgreportcontent ..................................................... L
o ForeachmatenalaspecttheaspectboundaryW|th|ntheorgan|zat|on ........................................................ L
S Foreachmatenalaspecttheaspectboundaryoutsndetheorgan|zat|on .................................................... s

Restatements are contextualized and
explained in the respective indicators.

G4-22 Effect of any restatements of information provided in previous reports

There were no significant changes
G4-23 Significant changes from previous reporting periods in the scope and aspect boundaries in scope and thresholds of material
aspects in relation to previous years.

Stakeholders Engagement

G4-24 Stakeholder groups engaged by the organization 4
G4-25 Basis for identification and selection of stakeholders with whom to engage 3
G4-26 Organization's approach to stakeholder engagement, including frequency of engagement 3

Key topics and concerns that have been raised through stakeholder engagement, and how

G4-27 the organization has responded to them

Immaterial

Immaterial

Immaterial

Immaterial

Immaterial

Immaterial

Immaterial

Immaterial

Immaterial

Immaterial

Immaterial

[54]
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Indicator

Report Profile

G4-28 Reporting period
....G.4_29 Dateofmostrecentprewousreport .............................................................................................................................................
WG'4-30 Reportmgcycle .............................................................................................................................................................................................
....6.4_31 Contactpomtforquesnonsregardmgthereportor|tscontent ..............................................................................
o *In accordance" option chosen [core or comprehensive), GRI Content Index and external
assurance
64-33 * Organization's policy and current practice with regard to seeking external assurance for the report

Connection with
the Global Compact
Commitment

Information or page Omissions Process materiality

3 Immaterial
2015 Immaterial
Annual Immaterial
5 Immaterial
3,53 Immaterial

Immaterial

G4-34 Governance structure of the organization, including committees
Process for delegating authority for economic, environmental and social topics from the
G4-35 . . .
highest governance body to senior executives and other employees
Whether the organization has appointed an executive-level position or positions with
G4-36 responsibility for economic, environmental and social topics, and whether post holders
report directly to the highest governance body
Processes for consultation between stakeholders and the highest governance body on
G4-37 economic, environmental and social topics. If consultation is delegated, describe to whom
and any feedback processes to the highest governance body
e mEamrﬁﬁaéi'ﬁ'c')"r’i"('ﬁ'f"fﬁénﬁi'é'h"é"éfmg"é'\./'é’r'ﬁé"r'{'cfé'566'&/’5H'd"'i"t'é"f:'a’rﬁ"rﬁ'i’ffé'é’é ......................................................................
G4-39 Whether the Chair of the highest governance body is also an executive officer

14 Material

Stakeholders can access the
highest governance body through
the Ombudsman's Office and the
whistleblower channel since the

Committees that manage the contacts
of those channels have access and
report directly to the Board of Directors.

Material

The Chairman of the Board of Directors is
not an Executive Officer.
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Connection with

Indicator Information or page the Global Compact Omissions Process materiality
Commitment

Nomination and selection processes for the highest governance body and its committees, The members of the Board of Directors
are elected at an Annual General

G4-40 and whether criteria such as diversity, independence, expertise and experience and Material

. . . Meeting [AGQ], and the Board elects the
stakeholder engagement (including shareholders) are considered members of its advisory committees.

The Company'’s Bylaws and the Internal
Regulations of the Board of Directors
establish criteria that prevent the
Processes for the highest governance body to ensure conflicts of interest are avoided election of members of the Board of
and managed Directors with interests in conflict with
those of the Company and require
members of the Board of Directors to
report any perceived conflicts.

G4-41 Material

Highest governance body'’s role in setting purpose, values, and strategy

Highest governance body’s and senior executives’ roles in the development, approval, and
G4-42 updating of the organization’s purpose, value or mission statements, strategies, policies, 15 Material
and goals related to economic, environmental and social impacts

Highest governance body’s competencies and performance evaluation
Measures taken to develop and enhance the highest governance body'’s collective

G4-43 knowledge of economic, environmental and social topics o Material
In 2017, the management performance
evaluation forms and the schedule
. . ) . for the implementation of the stages
G4-44 Processes for evaluation of the highest governance body’s performance with respect to of the management performance Material

governance of economic, environmental and social topics orogram will be evaluated by the Board

of Directors of 0i S.A. - Under Judicial
Reorganization.

Highest governance body’s role in risk management

Highest governance body'’s role in the identification and management of economic,
environmental and social impacts, risks, and opportunities

Highest governance body’s role in reviewing the effectiveness of the organization’s risk 15 19 Material
management processes for economic, environmental and social topics '

(G4-45 19 Material
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Commitment

The Company reports its earnings
Frequency of the highest governance body’s review of economic, environmental and social results to the market and the Board

impacts, risks, and opportunities reviews QOi's risks and opportunities at
least on a quarterly basis.

G4-47 Material

Highest governance body’s role in sustainability reporting

Highest committee or position that formally reviews and approves the organization's The Report was approved by the

. . . , . Material
sustainability report and ensures that all material Aspects are covered Company's senior management !

64-48

Highest governance body'’s role in evaluating economic, environmental and social performance

G4-49 Process for communicating critical concerns to the highest governance body 15 Material
Natureandtotalnumberofcrltlcalconcemsthatwerecommunlcatedtothehlghest R
G4-50 . 15 Material
governance body and the mechanism(s]) used to address and resolve them
Ethics and Integrity
54-56 Organization’s values, pr|nlC|ples, standards and norms of behavior such as codes of o5 0 Material
conduct and codes of ethics
54-57 Organization's internal and external mechanisms for seeking advice on ethical and lawful o5 Material

behavior, such as helplines or advice lines

Organization's internal and external mechanisms for reporting concerns about unethical
(G4-58 or unlawful behavior, and matters related to organizational integrity, such as escalation 25 Material
through line management, whistleblowing mechanisms or hotlines

Category Economic

Aspect Economic Performance

G4-DMA Type of management 22
G4-ECT Direct economic value generated and distributed 22 Immaterial
G4-EC4 Financial assistance received from government 37 Immaterial
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Commitment

Aspect Market Presence

G4-DMA Type of management 70

The purpose of all Oi's selection
processes is to find and hire the
best applicants regardless of the 6 Immaterial
vacant position and the unit. For
more information, see page /0.

Aspect Indirect Economic Impacts

G4-DMA Type of management 36, 37,41

Ratios of standard entry level wage by gender compared to local minimum wage at
significant locations of operation
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Indicator Information or page Omissions Process materiality
Compact Commitment

G4-ENG Reduction of energy consumption Immaterial
G4-EN7 Reductions in energy requirements of products and services Al 8 and 9 Immaterial
Aspect Water

G4-DMA Type of management 72

G4-EN8 Total water withdrawal by source 72 7and 8 Immaterial

Aspect Biodiversity

G4-DMA Type of management 72

G4-EN13 ”.Habitats protected or restored 72 7and 8 Immaterial
G4-DMA Type of management 44,72,73

G4-EN15 ”.Direot greenhouse gas (GHG] emissions (Scope 1) 72 7 and 8 Immaterial
G4-EN16 ”.Energy indirect greenhouse gas [GHG) emissions (Scope 2] 72 8 Immaterial
G4-EN1/ ”.Other indirect greenhouse gas (GHG) emissions [(Scope 3] 72 8 Immaterial
G4-EN18 ”.Greenhouse gas [GHG] emissions intensity 72 8 Immaterial
G4-EN19 ”.Reduotion of greenhouse gas [GHG] emissions 73 8 and 9 Immaterial
G4-EN20 ”.Emissions of ozone-depleting substances [0DS] 73 8 Immaterial

Aspect Effluents and Waste
G4-DMA Type of management 73

G4-EN23 Total weight of waste by type and disposal method 73 8 Immaterial

'Weight of transported, imported, exported, or treated waste deemed hazardous
G4-EN25 under the terms of the Basel Convention Annex |, Il, lll and VI, and percentage of 73 8 Immaterial
transported waste shipped internationally

[59]



http://ri.oi.com.br/oi2012/web/download_arquivos.asp?id_arquivo=5EAB453F-0008-4530-978B-2573E79D3501
http://ri.oi.com.br/oi2012/web/download_arquivos.asp?id_arquivo=5EAB453F-0008-4530-978B-2573E79D3501
http://ri.oi.com.br/oi2012/web/download_arquivos.asp?id_arquivo=5EAB453F-0008-4530-978B-2573E79D3501

Introduction Social report
Message from Management Financial statements
GRI content index
Corporate information and credits
Annex | - additional indicators
About Qi Value creation model Results High-value relationships Environmental management

Connection with
Indicator Information or page the Global Compact Omissions Process materiality

Commitment
Aspect Products and Services

G4-DMA Type of management 44,73, 74

G4-EN27 Extent of impact mitigation of environmental impacts of products and services 73 7,8and 9 Immaterial

The percentage in
relation to all the
products is not
presented as the
only information
G4-EN28 Percentage of products sold and their packaging materials that are reclaimed by category 74 8 on reclaimed Immaterial

products refers to
0i TV's decoders.
This information is
not scheduled to
be disclosed.

Aspect Compliance

G4-DMA Type of management 74
e e
was not published
G4-EN29 Monetary vglue of §|gn|flognt fines and total number qf non-monetary sanctions for 24 3 pecaqse it s Immaterial
non-compliance with environmental laws and regulations confidential and it is
not scheduled to be
reported.

Aspect Transport

G4-DMA Type of management 74

Significant environmental impacts of transporting products and other goods and materials

G4-EN30 for the organization’s operations, and transporting members of the workforce

74 7.8and 9 Immaterial
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Commitment
Aspect Overall
G4-DMA Type of management 74

Number of grievances about environmental impacts filed, addressed, and resolved through

. : 74 8 Immaterial
formal grievance mechanisms

Total number and rates of new employee hires and employee turnover by age group,

G4-LA1 . 75 6 Immaterial
gender, and region

G4-LA? Benefits prowded te full—t|me employees that' are not provided to temporary or part-time 76 immaterial
employees, by significant locations of operation

Aspect Labor/Management Relations

G4-DMA Type of management 76

Ca-LA4 Mmmem ‘notlce pe‘r|ods regarding operational changes, including whether these are 76 3 Immaterial
specified in collective agreements

Aspect Occupational Health and Safety

G4-DMA Type of management 32

G4-LAS Percentage of total workforce represented in formal joint management-worker health and 39 Material

safety committees that help monitor and advise on occupational health and safety programs
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Commitment

The Company
does not control
contractors’
absenteeism and,
33 therefore, this Material
information is
neither published
nor scheduled to be
published.

Type of injury and rates of injury, occupational diseases, lost days, and absenteeism, and total

G4-LAB number of work-related fatalities, by region and by gender

G4-LA7 Workers with high incidence or high risk of diseases related to their occupation 32 Material

G4-LA8 Health and safety topics covered in formal agreements with trade unions 32 Material

Aspect Training and Education

G4-DMA Type of management 31

Average hours
of training by
employee category
is not reported
because this
information is not
G4-LA9 Average hours of training per year per employee by gender, and by employee category 31 6 monitored by Oi and Immaterial
is not relevant to
day-to-day training
management.
Therefore, it is not
scheduled to be
reported.

Programs for skills management and lifelong learning that support the continued employability of

. . . . 31 6 Immaterial
employees and assist them in managing career endings

G4-LA10
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Commitment

Aspect Diversity and Equal Opportunit
G4-DMA Type of management 76

Composition of governance baodies and breakdown of employees per employee category according 76 5
to gender, age group, minority group membership, and other indicators of diversity

Aspect Equal Remuneration for Women and Men

G4-DMA Type of management 77

G4-LA12 Immaterial

Ratio of basic salary and remuneration of women to men by employee category, by significant 77 5
locations of operation

Aspect Labor Practices Grievance Mechanisms

G4-DMA Type of management 77

Ngmber of grievances about labor practices filed, addressed, and resolved through formal 77 12 4 5and 6 Immaterial
grievance mechanisms

G4-LA13 Immaterial

Category Social: Human Rights

Aspect Investment

G4-DMA Type of management 77

Total hours of employee training on human rights policies or procedures concerning
G4-HR2 aspects of human rights that are relevant to operations, including the percentage of 77 1 Immaterial
employees trained

Aspect Non-discrimination

G4-DMA Type of management 77
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Commitment

Aspect Freedom of Association and Collective Bargaining
G4-DMA Type of management 34,77

Operations and suppliers identified in which the right to exercise freedom of association and
G4-HR4 collective bargaining may be violated or at significant risk, and measures taken to support 77 3 Immaterial
these rights

Aspect Child Labor
G4-DMA Type of management 34,77

Operations and suppliers identified as having significant risk for incidents of child labor, and

measures taken to contribute to the effective abolition of child labor 77 ° Immaterial

G4-HR5

Aspect Forced or Compulsory Labor
G4-DMA Type of management 34,77

Operations and suppliers identified as having significant risk for incidents of forced or compulsory

labor, and measures to contribute to the elimination of all forms of forced or compulsory labor 77 4 mmaterial

G4-HRG

Aspect Indigenous Rights
G4-DMA Type of management 77

G4-HR8 Total number of incidents of violations involving rights of indigenous peoples and actions taken 77 Tand?2 Immaterial

Aspect Supplier Human Rights Assessment
G4-DMA Type of management 34

G4-HR10 Percentage of new suppliers that were screened using human rights criteria 34 lTand 2 Immaterial

Aspect Human Rights Grievance Mechanisms

G4-DMA Type of management 77

G4-HR1? Ngmber of gnevanges about human rights impacts filed, addressed, and resolved through formal 77 1and 2 Immaterial
grievance mechanisms
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Commitment

Category Social: Society

Aspect Local Communities

G4-DMA Type of management 37

The percentage of
operations is not
specifically published.
Percentage of operations with implemented local community engagement, impact assessments, 37 1 The Company is
and development programs considering monitoring
and reporting this
information, but has no
scheduled date to start.

Aspect Anti-corruption

(64-S01 Immaterial

G4-DMA Type of management 15,78
G4-S04 Communication and training on anti-corruption policies and procedures 78 10 Immaterial
".64—805 Conﬂrmedmmdentsofcorruphonandact|onstaken78 ..................................................................... 1 O ............................................................................................. Imma.t'é“r.i;l .................................

Aspect Public Policy

G4-DMA Type of management 41

(64-S06 Total value of political contributions by country and recipient/beneficiary 41 10 Immaterial
Aspect Anti-competitive Behavior

G4-DMA Type of management 78

Total number of legal actions for anti-competitive behavior, anti-trust, and monopoly
practices and their outcomes
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Commitment
Aspect Grievance Mechanisms for Impacts on Society

G4-DMA Type of management 78
Number of grievances about impacts on society filed, addressed, and resolved through formal

. . 78 Immaterial
grievance mechanisms

Percentage of significant product and service categories for which health and safety impacts
are assessed for improvement

Total number of incidents of non-compliance with regulations and voluntary codes concerning
G4-PR2 the health and safety impacts of products and services during their life cycle, by type 35 Immaterial
of outcomes

Aspect Product and Service Labeling

G4-DMA Type of management 28
Type of product and service information required by the organization’s procedures for product and

G4-PR3 service information and labeling, and percentage of significant product and service categories 28 Immaterial
subject to such information requirements

78 In 2015, the Company was fined

G4-PRA Total number of incidents of non-compliance with regulations and voluntary codes concerning R$ 47,981.36 in a 2012 lawsuit, tried Material
product and service information and labeling, by type of outcomes in 2015, related to undue billing and
violation of users' rights.
G4-PR5 Results of surveys measuring customer satisfaction 1 Material
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Aspect Marketing Communications
G4-DMA Type of management 67
Oi does not sell banned products.
G4-PR6 Sale of banned or disputed products

The industry is tightly regulated, and
ANATEL is strict with carriers.

Throughout 2016, the Company
complied with CONAR's [Conselho
Nacional de Autorregulamentagéo

Publicitaria, or Brazilian National Council
for Advertising Self-Regulation] Code of
Ethics in its promotion and advertising,
as well as the principles of honesty
and transparency toward consumers.
Three complaints were filed against Oi,
of which two were dismissed and one
led to a ruling, which the Company has
complied with. In the latter case, one
of the Company’s communications
failed to state how long customers had
to keep the plan for, and the Company
promptly provided this information.

Total number of incidents of non-compliance with regulations and voluntary codes

concerning marketing communications, including advertising, promotion, and sponsorship,
by type of outcomes

G4-PR7

[67]
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Material
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Commitment

Aspect Customer Privacy

G4-DMA Type of management 29

G4-PRS Total number of substantiated complaints regarding breaches of customer privacy and losses of

customer data 29 Material

Aspect Compliance

G4-DMA Type of management 68

In 2016, the Company was fined
R$ 439,542.90 in a lawsuit filed in 2015
and tried in 2016 related to the undue
billing of calls between mobile stations
in the same Registration Area (11) within
Monetary value of significant fines for non-compliance with laws and regulations concerning the this Area as VC2 instead of VC1, in
G4-PR9 . . . L
provision and use of products and services non-compliance with items Il and Xl of
article 6 combined with article 25 of the
Personal Mobile Service Regulations,
approved by Resolution 477, of August
7, 2007, combined with items | and lll of
article 127 of Law 9472, of July 16, 18997.

Material
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CORPORATE INFORMATION
AND CREDITS

Headquarters ADR depositary Contacts

Rua Humberto de Campos, 425 - Leblon b a n k pp-sustentabilidade@oi.net.br
CEP: 22430-190 - Rio de Janeiro state, Brazil invest@oi.net.br

Phone: [+55 21) 3131-2918
Fax: (+55 21] 3131-1144 The Bank of New York Mellon
Site: www.oi.com.br 0i S.A. c/0 BNY Mellon Shareowner Services

PO Box 505000 C d t
Louisville, KY 40233-5000 re | S
B 0 0 k_ e nt r Phone [toll free]: 1-888-BNY-ADRS (269-2377)
y Phone (international); +1201-680-6825

. Direct mailing for overnight packages effective June 5th: Coordination and text

S h a re S e rVI C e S BNY Mellon Shareowner Services Chief Financial Officer | Compliance Officer | Sustainability and Integrity Division
462 South 4th Street . .
Suite 1600 Graphic design

Banco do Brasil S.A. Louisville KY 40202 MZ GROUP™

Rua Professor Lelio Gama, 105, 38° andar - Centro www.mybnymdr.com .

CEP: 20031-900 - Rio de Janeiro, Rio de Janeiro state, Brazil E-mail: shrrelations@cpushareownerservices.com Independent auditors [on December 31, 2016]

Phone.: [+55 21) 3808-3715 KPMG Auditores Independentes | SEC e CVM

Fax: (+55 21) 3808-6088

E-mail: aescriturais@bb.com.br External assurance of the GHG Inventory

ABNT, accredited by Inmetro

Stock Exchange

B3 - Brasil, Bolsa, Balcao (BM&FBovespa)

Ticker symbols: Qi S/A | OIBR3 and OIBR4 [on December 31, 2016]
New York Stock Exchange [NYSE] in the U.S.

ADR symbol: OIBR.C [on December 31, 2016]

OTC Markets - Pink Open Market in the U.S.

ADR symbol: OIBRQ [on December 31, 2016]
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ANNEX I - ADDITIONAL
INDICATORS

This document, an integral part of Oi's Annual Sustainability Report, presents
indicators reported previously as complementary information to the material
topics covered in the main publication.

2016

Female Consolidated

Below are our performance indicators based on GRI's G4 guidelines. They bring
information about our operations and our subsidiaries’ operations from January

1.2016 to December 31, 2076. Acre 118% 118% 118% Paraiba 2% 100% 100%

To learn more about Oi and the relevant aspects of our current sustainability Alagoas 103% 128% 103% Parana 100% 11% 100%

Strategy’ read our Annual Sustalnablllty Report' avallable on: WWWOICOmbr/rI ........................................................................................................................................................... e e eeeeeeeeeeeeeeeee e eeeeeeeeeeaeea e ees e ee e e e e e e e a et e e e e e e e e e e e ae e e e a e e et s e e et e eas
Amapa 113% 163% 113% Pernambuco 101% 101% 101%
Amazonas 125% 100% 100% Piaui 112% 105% 105%

conomic dimension ™ Lo S e W " .
JLeers o o e RoGrendedoforte  0%H o o
significant locations of operation )
114% 101% 101% Rio Grande do Sul 109% 100% 100%

The differences in average salaries by employee category are explained by Espirito Santo 103% 112% 103% Rondbnia 101% 144% 101%
different professional development levels and [eNgth Of SEIVICE. WE A0 NMOT USE et e e
the national minimum wage as the basis for our employees’ compensation Goias 113% 1% M1% Roraima 101% 147% 101%

and our wage floor was set at R$ 1,090.00 in 2016. The lowest salary paid by the
Company in 2016 was 23.9% higher than the national minimum wage.

Maranhao 103% 105% 103% Santa Catarina 100% 105% 100%
MatOGrOSSO ..................................... 1 05% ......................... 105% ........................... 105% Séopau[o .......................................... 107%107% ........................... 107% ......
MatOGrOSSOdOSUl ..................... 1 09% .......................... m% ............................ 109% ..... - - o -
MmaSGeraIS .................................... 1 00% ......................... 100% .......................... 100% ..... B - o -

Paré 100% 100% 100% Note: A ratio of 150%, for example, means that the lowest wage is 50% higher than the Brazilian national
........................................................................................................................................................................................ minimum wage. We are present throughout Brazil: therefore, we do not use the classification “important

units” and present the information by state.
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Environmental dimension

Materials used by type

Packaging materials

Bags purchased for use in

store sales (in units] 467,500 112,000 300,000
Cnteroffice mailemvelopes I ayo00 o 10000
units] ' '
Ccadboardboxesfor
of Cormugatod cardooera (4545 10100 80.45
tonnes]

Metal cables (in meters] 583,953 10,788,446 12,134,366
Optical cables (nmetersl 1208531 M240047 7865793
CSplcecloswre lnunitsl 28051 29443 43914
CWiesinmeters) 196834000 12894651 224918500
Terminals(nunitsl 2024819 13535 1947346

G4-EN2 - Percentage of materials used that are recycled input materials

Volume of recycled

materials used

Metal cables (in meters] 3,051,336 227,525 13,260,079
""" Optical cables [inmeters] 1383682 235000 760991
Spliceclosure (nunitsl B AL s3448
CWres@nmeterss WOMEE 189261 235470500
erminals@nunitsl nos NA. 2054045

G4-EN3 - Energy consumption within the organization

Direct energy purchased
and consumed (GJ] 0 2018 2016

Local power grid 5,247,375 4,924,414 4,839,258
Free market 1,019,130 996,447 994,639
Total energy purchased 6,266,504 5,920,861 5,833,897

The energy consumed by Oi is broken down into energy purchased from
utilities, which accounts for around 83% of total energy consumed, and energy
purchased from the free market. We consumed 1,601.88 GWh in 2016. Our goal is
to reduce energy consumption by 3.6% in 2017.

[71]

G4-EN5 - Energy intensity

The Energy Division started monitoring the energy intensity indicator in 2015,
based initially on the ratio between energy consumption and the number of
employees.

In 2016, the result was 10MWh consumed per employee on average per month.
The analysis of energy consumption showed that it fluctuated in line with annual
seasonality. Although the number of employees fell slightly during the year,
consumption per employee increased in 2016, but the variation was immaterial.

Oi is an energy-intensive company, which means that equipment accounts for
most of our energy consumption. As a result, the reduction in headcount does
not significantly impact energy consumption. Based on this information, we
conclude that we have to work on this indicator to be able to set effective goals.

G4-EN7 - Reductions in energy requirements of products and services

We do not have separate measurements of those reductions due to the
difficulty in obtaining related data. We have no strategy or scheduled date to
disclose tentative results yet. In fact, we are going to study energy intensity
indicators used in our industry to develop an action plan.
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G4 EN8 - Total water withdrawal by source

Consumption [m?) 2014 2015 2016

Groundwater 44,477 67,967 75,585
CRerwater 85 25088 M5
Municipal water supplies or other 992,038 1417395 1751707
Total 103500 1510450 1838.647

*2015 figure adjusted based on the assessment by the Property area.

In 2017, we will continue investing in our employees’ awareness and introducing
practices intended to reduce water consumption. We use groundwater and
rainwater not because there is no municipal service available, but in order to
allow a reduction in the use of concessionaire water to clean patios, preserve
gardens and supply bathrooms, among other uses.

In 2017, we plan to reduce the consumption of water supplied by the municipal
network by 5%.

G4-EN13 - Habitats protected or restored

In 2016, we launched the Prad [Plano de Recuperacéo de Area Degradada, or
Damaged Land Recovery Plan], agreed upon with Ibama (/Instituto Brasileiro
do Meijo Ambiente e dos Recursos Naturais Renovaveis, or Brazilian Institute
of Environment and Renewable Natural Resources], related to the backbone
project in Amap4a, Manaus and Boa Vista, meeting Ibama’s requests and
ensuring environmental compliance in the underwater crossing of fiber optic
cable and cable grounding in Juruena and Juara, both in Mato Grosso.

In 2017, we expect to prepare and present the Prad for Oiapoque to Calgoene, in
Amapa4, and finalize the environmental compliance process for the fiber optic
and telephone network on BR 230 highway, KM 115.87, in Varzea Alegre, in Ceara.

G4-EN15 - Direct greenhouse gas [GHG) emissions [scope 1)
G4-EN16 - Energy indirect GHG emissions [scope 2]
G4-EN17 - Other indirect GHG emissions [scope 3]

Since 2009, we have been annually mapping our direct and indirect emissions
in our inventory of GHG emissions, filed voluntarily with the public registry

of emissions of the Brazil GHG Protocol Program [the methodology used to
prepare the inventory) and the Carbon Disclosure Project [CDP].

G4-EN15, G4-EN16

Direct and indirect

emissions - scopes 1and 2 2016
(tCO2€]

Scope 1[generators, own fleet

and cooling gases) 4108.47 47,040.64 77172.78
Scope 2 [electricity

purchased and consumed] 235131.25 203,105.17 130,527.61
Total 276,239.72  250,145.82  207,700.39

Indirect emissions -

scope 3 [tCO2¢]

Goods and services

ourchased 75,066.90 79113.46 41,605.43
Activities related to fuel and

energy not included in scopes - 1,887.90 1,964.76
Tand 2

Transportation and upstream

distribution 35,789.24 4,956.80 13,803.24
Business travel 5,613.12 477110 3,950.80
Commuting 11,251.72 14,375.51 15,453.36
Total 127,620.98 105,104.76 76,777.59

*Related to energy consumption from condominium apportionment.

[72]

G4-EN18 - GHG emission intensity

In 2013, we developed a specific indicator for the telecommunications industry
- emissions (tonnes of COze] per Revenue Generating Unit [(RGU] - jointly with
other telcos. In 2016, our emission intensity totaled 0.004476 tonnes of CO2¢e per
RGU, 12% lower than in the previous year.

0.005421

0.00507

0.004476

2014 2015 2016
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G4-EN19 - Reduction of GHG emissions

The figures for our GHG emissions in 2016 show our continuous progress
regarding Climate Change. Our strong commitment to reducing overall costs
was crucial for the results achieved.

The 64% increase in our scope 1emissions was caused by the 112% upturn in
emissions from mobile sources. The growth recorded in this category and the
consequent 47% reduction in emissions from purchased goods and services
under our scope 3 inventory was due to the absorption of Rede Conecta
(formerly RMJ, which used to be a network service provider until June 2016 and
whose emissions were recorded in this category. The geographic expansion of
SEREDE's operations [now an Qi company] also contributed to increasing the
mobile source category in scope 10f our GHG emission inventory.

The reduction in Qi's consumption combined with the decline in the emission
factor of the National Interconnected System (SIN] led to a 36% reduction in
scope 2 emissions compared with 2015.

In scope 3, in addition to the above-mentioned reduction in emissions from
purchased goods and services, we also observed a substantial reduction in the
business travel category. The 17% decline in the category was due to emission
reductions of 14%, 12% and 14% related to the use of taxis, vans and air travel,
respectively. This was the result of the Company’s strong focus on cost reduction
and efficient use of resources.

G4-EN20 - Emissions of ozone-depleting substances [0DS])

Emissions of ozone-

depleting substances

(TCFCT1E)
HCFC 22" 2.3654 2.0295 3.916
HCFC 141 0.8336 0.231 0.645

MConsidering an Ozone Depletion Potential (ODP) of 0.055.
@Considering an ODP of 0.11.

G4-EN23 - Total weight of waste by type and disposal method

2014 2015 2016

Landfill (in tonnes]) 985 5M 129

Non-hazardous waste by
type and disposal method

Recycling through selective
waste collection in

administrative facilities 4.982 4,592 4.627
(in tonnes]

Recycling through scrap

sale [in tonnes] 2,756 6,497 2,188
Recycling of handsets,

accessories and batteries 3,151 16,086 2,527
(in items)"

Recycling of light bulbs

(in items] 21,912 67,672 41,741
Miscellaneous waste sold for 146,361 69 454 69.419

auction (in items]

WAt the end of 2016, 229 kilos of handsets, batteries and accessories were directed to recycling and
625 kilos remained in our distribution centers.

G4-EN25 - Weight of transported, imported, exported, or treated waste, deemed hazardous

under the terms of the Basel Convention Annexes |, Il, lll, and VIII, and percentage of
transported waste shipped internationally

Total we|ght of hazardous 0014
waste (t]
987

Waste shipped

*Stationary batteries account for almost all hazardous waste.

[73]

The hazardous material transported by 0i is comprised of stationary
batteries, which are carried between stations, sites and the central supply
center in each state.

G4-EN27 - Extent of impact mitigation of environmental impacts of products and services

In 2016, we mitigated the environmental impact of waste with the environmentally
friendly disposal of 3.5 thousand tonnes of scrap material (operational] - including
copper, aluminum and iron materials; batteries; telephone cables; computer
waste; plastic; and parts of public telephones, among others. The implementation
of the PGRS [Plano de Gerenciamento de Residuos, or Waste Management Plan] led
to improvements in waste treatment/recycling and traceability, helping reduce the
usual environmental impacts of operational processes.

One of those impacts is emissions from our own and third parties’ fleets, a total
of 35,000 vehicles. We introduced in 2014 a fleet management system, which
optimized the performance of those vehicles. The system puts the whole
activity record of each vehicle in a user-friendly interface for the fleet manager.
This allows us to improve in aspects such as aggressive driving, preventive
maintenance and use of more efficient routes. Oi's Gestéo de Frotas [Fleet
Management] sprang from the innovation investment in a solution developed
by an incubated company and has already aroused interest among corporate
customers as an ICT solution.

In 2016, the 0/ Gestdo de Frotas solution led to more efficient driving,

with a reduction of up to 15% in fuel consumption in the 5,074 vehicles of

Rede Conecta's fleet that use the system. At SEREDE, we began the fuel
consumption reduction project in April 2016. The solution enabled more
assertive routing and more accurate mileage, offering a fair allowance
compatible with the employee’s needs. However, this was only one of the tools
used. In order to achieve a 26% reduction in average consumption between
April and December 2016, and generate savings of approximately R$ 20 million
in the period, we monitored consumption on a daily basis, imposing policies
with strict rules and controls for granting allowances [weekly, extra and travel],
as well as discounts for undue use, absenteeism, days off, lack of use and
proportional vacation, carrying out a new monthly budget distribution for all
divisions and making individual adjustments.



http://ri.oi.com.br/oi2012/web/download_arquivos.asp?id_arquivo=5EAB453F-0008-4530-978B-2573E79D3501

Introduction
Message from Management

Social report

Financial statements

GRI content index

Corporate information and credits
Annex | - additional indicators
About O Value creation model Results

High-value relationships Environmental management

'In 2016, mobile phone accessory, handset and battery waste collected at Oi stores was sent to Oi's
logistics supply centers and distribution centers for temporary storage.

2In 2016, there were no expenses under “Environmental management and prevention costs” due

to the temporary suspension of the Building Risk project (Environmental Pillar] in order to align Oi’s

G4-EN28 - Percentage of products sold and their packaging materials that are reclaimed 0
by category Air travel (km] 2015 2016 Chg/o

We reclaimed decoders - equipment required for using Oi TV - for reuse after

— 0,
customers’ contracts were terminated. In 2016, we collected 282,034 units and Short distance (up to 500 krmJ 4.000.495 2.935.454 2% internal definitions. The project was resumed in 2017.
our target for 2017 is to increase reclaimed goods by 60%, reaching 450,000 R e
reclaimed decoders. This goal is expected to generate savings of around Medium distance 16.890 874 16.950 655 0.3%
R$ 26 million for the Company in 2077. (500 km to 3,700 km] T U ' In 2016, we launched the Prad (Plano de Recuperagéo de Area Degradada, or
""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""" Damaged Land Recovery Plan], agreed upon with lbama [/nstituto Brasileiro
Long distance 5 208 851 3 699.040 29% do Meio Ambiente e dos Recursos Naturais Renovaveis, or Brazilian Institute of

(over 3,700 km) Environment and Renewable Natural Resources), related to the backbone project

in Amapa, Manaus and Boa Vista, meeting Ibama’s requests. We also began the
environmental compliance process for the works of the underwater crossing of
fiber optic cable and cable grounding in Juruena and Juara, both in Mato Grosso.

G4-EN29 - Monetary value of significant fines and total number of non-monetary sanctions

for non-compliance with environmental laws and regulations

G4-EN31 - Total environmental protection expenditures and investments by type

Environmental protection
expenditures and investments (R$) Al e

Treatment and disposal of waste [fixed

This is confidential, strategic information, and we would rather not disclose it in
this report. In fact, disclosing the amount of the fines we received in 2016 while
the legislation applicable to us is being reviewed is contrary to our responsible
management policy.

In addition, R$ 556,000.00 was allocated to issuance of radiometric reports, used
to monitor the quality of radio signals, and prove it to Anatel and government
bodies. We also consider the R$ 4,300,000.00 spent to comply with the

G4-EN30 - Significant environmental impacts of transporting products and other goods and conditions required by the regulatory agency [Anatel], as the health risks arising

materials for the organization’s operations, and transporting members of the workforce collection points + dumpsters] R$1,201,359.10 R$ 1.165,996.25 from Base Radio Stations are also parameterized by this agency.
We mitigate the environmental impact in question, GHG eMISSIONS fIOM VENICIES : : : :
., - G4-EN34 - Number of bout tal ts filed, add d,
used by employees at work, through Qi's Gestdo de Frotas. Disposal Qf batteries, handsets and 0 0n and resolve;‘?ﬁjﬂ;’h?L’f;i?;ﬁifa,ﬁ’é’e fnn:érr?annr:m: FIPaEts HEG SECIESSE
. . . . accessories collected at Oi stores . . .
Concerning the impacts from different means of tranSPOrtation, WE CONTUCT 8 o In 2016, our Whistleblower Channel received two complaints [one founded and
survey on a regular basis with employees to find out what means of transportation ; one unfounded]. The founded complaint referred to inappropriate disposal of
they use in commuting, how far they travel and what kind of fuel they use. The E nwronmentalllcensmgcosts ________________________________ R$118118650 ______________ R$73275821 ________ telephone cables in an environmental protection area. As a result, the involved
latest survey was taken by 1,806 employees (16% of all active employees on I f radi i ¢ g employees received written warnings and instructions to dispose of the
the date of the surveyl. The findings allowed us to identify the main profiles and tssuanqte oﬂqa 'Omft ncfre%c_)r S, usel material in appropriate places.
calculate their respective GHG emissions, reported under scope 3 of the GHG 0 monitor the quaity of radio signats, R$ 342,000.00 R$ 4,856,000.00
Ernissions Inventory. and prove it to Anatel and government
bodies in general
Business travel, also monitored, decreased considerably year-over-year in 2016. Sold """ z; stetransportatonand """""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""
idw i
storage costs R$ 400,000.00 R$ 301,305.00
External assurance for the GHG
inventory R$19,124.00 R$19124.00
Environmental prevention and 2
management costs RS 31.717.00 0
Total R$ 3/156,262.60 R$ 7,075,183.46
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Social dimension

Labor practices and decent work

G4-LA1 - Total number and rates of new employee hires and employee turnover by age group,
gender and region

New hires 2014 Turnover rate [%] 2014 Number of terminations 2014

By gender By gender By gender

Female 1,936 1,336 1,001 Female 10.57 Female 1,986 1,758 1,654

Under 30 2,399 1,358 1132 Under 30 12.45 Under 30 2,248 1,388 1135
Betweengoand50 ......................................... 1 876 ......................... 1096 ........................ 1005 ................. B etweensoandSO ......................................... 1189 .......................... 1 019 ........................... 114 Between308nd5025612345 ....................... 2441 .............
Over50 Over50 Over50 ..................................................................... 306539 ............................ 715 ...............

South 53b 142 193 South 3.53 1.9 South 783 499 477
SOUtheaSt ............................................................ 2400 ........................ 1299 ........................ 1268 SOUtheaStBGB ........................ 1088121 SOUtheaSt ............................................................ 2706 ........................ 2 374 ........................ 2 403 ............
Mldwest ................................................................... 347 ............................ 140 ............................ 158 .................... M Idwest ................................................................... 216158 ............................ 15 Mldwest ................................................................... 458393 ............................ 3 08 ..............
Northeast ............................................................... 879 ............................ 8 23444 ................... N Ortheast4764743 Northeast ............................................................... 896784 ............................ 8 68 ..............
North .......................................................................... 1 78 .............................. 93 .............................. 93 ..................... N orth121 ............................ 099 ............................. 1 1 North273 ............................ 2 42 ............................ 2 35 ..............
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G4-LA2 - Benefits provided to full-time employees that are not provided to temporary or G4-LA12 - Composition of governance bodies and breakdown of employees per employee

part-time employees, by significant locations of operation category according to gender, age group, minority group membership and other indicators
of diversity

We offer all employees food/meal vouchers, transit passes, life insurance, health
plan, dental plan, maternity/paternity leave and private pension plan, through 2014 2015 2016
the possibility of joining the voluntary plan — with variable contributions -, which

. . ; : Age group diversity of level
offers retirement pensions, as well as illness and death benefits. of staff (%)

Under 30 30to 50 Over 50 Under 30 30 to b0 Over 50 Under 30 30to 50 Over 50

G4-LA4 - Minimum notice periods regarding operational changes, including

whether these are specified in collective agreements ExeCUtive Board OO 717 283 OO 720 280 OO 05 01

There are no such periods, but Oi's employees, as well as their representatives
and union, are duly notified of any significant operational changes.

Gender diversity by level of
staff [as a % of total staff]

Female Female Female
Executive Board 0.5 0.1 0.6 0.1 0.6 0.1
Managers ................................................ . - . - i -
Superwsors/coordmators ....................... 3 5 ......................... 2 0 ......................... 3 5 ......................... 2 0 ......................... 3 823 ............
Staff ............................................................ - o L o o "
TOtal ................................................................... 649 ...................... 3 51 ...................... 636 ..................... 364 ..................... 626374 ...........

[76]
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G4-LA13 - Ratio of basic salary and remuneration of women to men by employee category

and relevant operating units

Our guidelines for establishing salaries and positions do not allow gender
discrimination. The differences in average salaries between men and women
are explained by different professional development levels and length of
service.

Average compensation by . 5
employee category [R$] in 2016 ol

Executive Board 39,866.00 34,449.09 86%
Managers 14,764.43 14,185.70 96%
Supervisors/coordinators 4,261.61 3,910 92%
Staff 5,740.65 4,010.72 70%

G4-LA16 - Number of grievances about labor practices filed, addressed, and resolved through

formal grievance mechanisms

In 2016, the Whistleblower Channel received two complaints related to labor
practices and both were considered unfounded.

Human rights

G4-HR2 - Total hours of employee training on human rights policies or procedures concerning

aspects of human rights that are relevant to operations, including the percentage of
employees trained

In 2016, we continued our Ethics and Anti-Corruption training programs. We held
several two-hour face-to-face training sessions to over 700 employees from
different areas of the Company. We also offered online training programs that
enabled 503 employees to learn more about the topic, totaling 533 hours. It is
important to mention that, since its launch, distance-learning training has already
benefited 9,030 employees and reviewed content will be available in 2017.

G4-HR3 - Total number of incidents of discrimination and corrective actions taken

In 2015, the Whistleblower Channel received three discrimination complaints
and only one was considered founded. The report was confirmed and the result
of the investigation was submitted to Oi's Ethics Committee, which resolved to
fire the employee guilty of discrimination.

G4-HR4 - Operations and suppliers identified in which the right to exercise freedom of
association and collective bargaining may be violated or at significant risk, and measures
taken to support these rights

We guarantee our employees’ right of association, which is at risk in none of
our operations. All employees are covered by collective agreements, which
contain clauses concerned with working hours, occupational health & safety,
benefits and profit sharing. All collective bargaining agreements are duly
entered into with the respective unions and filed with the Ministry of Labor
Mediation System.

[77]

G4-HR5 - Operations and suppliers identified as having significant risk for incidents of child labor,
and measures taken to contribute to the effective abolition of child labor

G4-HR®6 - Operations and suppliers identified as having significant risk for incidents of forced
or compulsory labor, and measures to contribute to the elimination of all forms of forced or
compulsory labor

We do not accept child, forced or compulsory labor, and all our supplier
contracts provide for the duty and commitment to curb such practices. In
addition, we audit suppliers critical to our business regularly to check for
compliance with those legal and contractual requirements.

G4-HR8 - Total number of incidents of violations involving rights of indigenous peoples

and actions taken

We recorded no incidents of violations involving rights of indigenous people in 2016.

G4-HR12 - Number of grievances about human rights impacts filed, addressed, and resolved

through formal grievance mechanisms

No such grievances were filed in 2016.



http://ri.oi.com.br/oi2012/web/download_arquivos.asp?id_arquivo=5EAB453F-0008-4530-978B-2573E79D3501

Introduction Social report
Message from Management Financial statements
GRI content index
Corporate information and credits
Annex | - additional indicators
About Oi Value creation model Results High-value relationships Environmental management

Responsibility for the product

In 2016, we also implemented a number of preventive controls and monitoring
G4-PR4 - Total number of incidents of non-compliance with regulations and voluntary codes routines in order to ensure the program’s effectiveness, including actions
concerning product and service information and labeling, by type of outcomes associated with supplier due diligence and the identification of politically
exposed persons.

In 2016, the Company was fined R$ 439,542.90 in a 2015 lawsuit, tried by a trial We expect the program to evolve in 2017, permeating the culture of ethics,

court in 2016, related to undue billing and violation of users’ rights. transparency and anti-corruption; strengthening controls; promoting
structured risk assessment; and disseminating the practice of mapping
processes in the areas.

Society

G4-S05 - Confirmed incidents of corruption and actions taken

G4-S04 - Communication and training on anti-corruption policies and procedures

No such grievances were filed in 2016.
We invested in training programs, updating the e-learning program on integrity
and holding several face-to-face training courses for employees and executives
of areas that interact with third parties and government officials. G4-S07 - Total number of legal actions for anti-competitive behavior, anti-trust, and

monopoly practices and their outcomes

In 2016, we created our Integrity Program. The initiative comprises necessary
actions to promote ethics management, as well as to prevent, detect and In 2016, no legal actions were filed against the Company related to
interrupt acts of fraud and corruption. this indicator.

Among the adopted measures, we designed the Anti-Corruption Policy, which
establishes the rules and conducts that should be followed by all employees
and reinforces Oi's commitment to comply with national and international through formal grievance mechanisms
legislation on the topic.

G4-S011 - Number of grievances about impacts on society filed, addressed, and resolved

No such grievances were filed in 2016.
Oi's Integrity Program is focused on enhancing governance levels, always in
line with the Company’s priarities and supporting the business transformation
process. We have the full support of senior management, imparting to all
emplayees the importance of complying with the Code of Ethics and corporate
policies, as well as acting with integrity in all day-to-day activities.

[78]
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