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Brazil 2016-18: Meeting the Challenges

Protecting results in a tougher
Macroeconomic Scenario...
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... and adapting fast to capture opportunities
in a reshaped industry context

MTR Glide Path (R$/min)

0,34
0,30 0,23

___________________

2012 2013 2014 2015 2019

___________________

SIM / Unique User
9 2,03 2,00 1,96 194

Mobile Market Revenues (R$ BIn)

56,2
36,5
45,7
33,8
2,

2007 2008 2009 2010 2011 2012 2013 2014 20158‘\%016e 2017e 20188/I

____________

Source: latest IMF estimates for GDP; Internal Estimates for Exchange Rates forecast, Inflation, MTR Value, SIM/user and market revenues trend
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Highlights of the 2016-2018 Plan

Context Changes Key Strategic Priorities

Telecom industry .
transformation
from Voice to Data

1.~ Reset positioning = Network Quality/ Offer
Innovation / Customer Experience

2. Protect.value of Prepaid -base:-From

Market maturity and }> Mkt Share to-Revenue Share
user behavior change :

iImpacting Customer Base

and Positioning 3.:‘Increase share of Mid/High:Value

customers-focus on higher value

Challenging Macroeconomic 4. Stabilize Corporate - accelerate Top
Scenario | /Enterprise-and turnaround-SMB

; 5. Sustain Network mvestment with

_ ; prioritized -approach-and focus:-on-4G
Infrastructure requirements :
evolving with Data and 4G |
! }> 6. Focus on Efficiency-as a-structural element
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Market Dynamics leading to slower growth in Customer Base
with better quality and ARPU

Changing customer profile: increasing value

 customer Base ) | | £ o0 TN
Total Lines 662 560 , “M PRE

61,1 63,2
52,7 * Focus on recurring clients: decoupling method of
Prepaid \‘ — payment and value
R () ST 7= . .
P S + Smaller Prepaid base, but higher ARPU and better
' Recurring/ | quality profile
0fy | ~-—---i | e 0,
22.4% . Bundles | >40% .
--------------------- » Controle as key source of value generation as
Postpaid - users concentrate spending on TIM
® o O < A e . o
» Postpaid stabilization and growth as a result of new
12,3 12,5 155 offers and business turnaround
2013 2014 | 2015  2016e 2017e 2018e * Constant Revenue Market Share growth during plan
. e perIOd
i Total ARPU (R$/month) E T T !
L , 1 Mobile Service Revenue Share (%)
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Enlarging our Data Opportunity

4G coverage leadership

__________________
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1 Coverage calculated by Teleco website (www.teleco.com.br)
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Data adoption drives change
of revenue profile

Data Penetration SRR
i___(on TIM Brasil’s User base) 1
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- \_(on TIM BrasiP’s Generated Revenues) ;

| 74%

' Voice 58%

| o Vs _ g

| S-sa =--"° )~

: - 0 \‘O“"“O

i Data? 42% o0%

: 26%

2012 2013 2014 2015 2017e

2 Data = Data connectivity, Content, Other VAS, SMS
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Capex Cycle: accelerating 3G and 4G data coverage

After the 2015-16 cycle, Capex

intensity* to gradually decline 4G coverage to overtake 3G

( |
1 CapexPlan(R) s o + Urban Population covered i """"""""""" ™,
~90%
0, R, o)
79% 82_/? ________ <:)-------::=”2-’: """"" 2-5 * Leadershipin 4G
./‘ Coverage and match
oy 3G coverage in 2 years
59% + Competitive 3G

coverage in all states
—0-4G + Refarming of 1.8 GHz

36% as a short-term
—0-3G competitive advantage
2014 2015 2016e 2017e 2018e !
(T S
77777777777 Capex per Technology "7 77T Ty Tt T + Number of sites (oo0) =~~~ """ T -
2 O ! |
| 64 177 19,5 i
| + Fast transition 150 o !
i from 3G to 4G: Total 155 133 T N i
: better quality Sites AR I
E and more e L i
! efficient P i
I Other ! ! ! : i : |
| « FTTSto support P :
: 4G reaching . B R
: >80% of total 46 a S N ;
' ) traffic 2013 2014 2015 2016e 2017e 2018e i
* Excluding Spectrum
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Growing support from Cost Efficiency

2015-17 Efficiency Plan + Network Efficiencies Improving EBITDA Margin and FCF

> R$1 Bln Efficiency Drivers e T EBITDA Margin b
_____________________ / g (% on Net Revenues) ! Y
Dec/17 D el Smm s s s s s s m e mmmnn s
! 1. Zero Leased
Optimization / i Lines Project 31,5% - IS

Control R o Cr--

_____________________ i 2. 'Rental & Power 26,'1%/./'
Strategic | 3. In/Outsourc_lng 2013 2104 2015 2016e 2017e 2018e
Sourcing and HR projects

4. -Sales & Marketing

R R ECECEVECES

S

o initiatives

> Or_ganlz_at_lon/ » Cost efficiencies defend

= Rightsizing EBITDA performance

" and Efficiency . Process P

N - ! rationalization &
Dec/15 g Actrarnation * Long term margin expansion

Q\) Process as revenues mix turns to data

- Improvement ! 6. Zero Based

3 ' Budget

o o ___. ! g

g— ) * FCF will improve as pressures

— Bl|</|5|2|e|ss | 7 Strict on EBITDA and Capex reduce

ode ! disconnection
Changes . )
policy ]
Jan/15 D
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Guidance Summary

Targets reaffirm commitment to long term value creation for all shareholders
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*Excluding Spectrum
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