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INTRODUCTION
References in this annual report to “Telef6nica Brasil,” “we,” “our,” “us,” “our company” and “the company” are to Telefonic:
Brasil S.A. and its consolidated subsidiaries (unless the context otherwise requires). All references in this annual
report to:
o “ADRs” are to the American Depositary Receipts evidencing our ADSs;

e “ADSs” are to our American Depositary Shares, each representing one share of our nonvoting preferred stock;

*“ANATEL” are to Agéncia Nacional de Telecomunicacdes — ANATEL, the Brazilian telecommunication regulatory
agency;

¢ “BM&FBOVESPA” are to the BM&FBOVESPA S.A. — Bolsa de Valores, Mercadorias e Futuros, the Sdo Paulo stock
exchange;

e “BNDES” are to Banco Nacional de Desenvolvimento Econdmico e Social, the Brazilian Development Bank;
o “Brazil” are to the Federative Republic of Brazil;

e“Brazilian Central Bank,” “BACEN,” “Central Bank of Brazil” or “Central Bank” are to the Banco Central do Brasil, the
Brazilian Central Bank;

o “Brazilian Corporate Law” are to Law No. 6,404 of December 15, 1976, as amended;
o “CADE” are to Conselho Administrativo de Defesa Econdmica, the Brazilian competition authority;
° “CDI” are to Certificado de Depdsito Interbancdrio, the Certificate for Interbank Deposits;
o “Ceterp” are to Centrais Telefonicas de Ribeirdo Preto;

o “Celular CRT” are to Celular CRT Participacdes S.A. and its consolidated subsidiaries, formerly Vivo subsidiaries
before Vivo’s corporate restructuring;

o “CMN?” are to the Conselho Monetdrio Nacional, the Brazilian Monetary Council;
o “Commission” or “SEC” are to the U.S. Securities and Exchange Commission;

e “Corporate Law Method” are the accounting practices to be followed in the preparation of our financial statements for
regulatory and statutory purposes under Brazilian Corporate Law and accounting standards issued by the CVM;

o “CTBC Telecom” are to Companhia de Telecomunicacdes do Brasil Central;
o “CTBC Borda” are to Companhia Brasileira Borda do Campo — CTBC;

o “CVM?” are to the Comissao de Valores Mobilidrios, the Brazilian Securities Commission;
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o “D.0.U.” are to the Didrio Oficial da Unido, the Official Newspaper of the Brazilian Government;
e “Federal District” are to Distrito Federal, the federal district where Brasilia, the capital of Brazil, is located;

¢ “General Telecommunications Law” are to Lei Geral de Telecomunicacdes, as amended, the law which regulates the
telecommunications industry in Brazil;
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¢ “Global Telecom” or “GT” are to Global Telecom S.A., formerly a Vivo subsidiary before Vivo’s corporate
restructuring;

o “IASB” are to International Accounting Standards Board;
e “IBGE” are to Instituto Brasileiro de Geografia e Estatistica, the Brazilian Institute of Geography and Statistics;
. “IFRS” are to International Financial Reporting Standards, as issued by the IASB;
e “IOF” are to Imposto sobre Operacdes de Crédito, Cambio e Seguros, or tax on credit, exchange and insurance;
*“IPCA” are to Indice Nacional de Precos ao Consumidor Amplo, the consumer price index, published by the IBGE;
o “IST” are to Indice Setorial de Telecomunicacdes, the inflation index of the telecommunications sector;

¢ “Number Portability” are to Portabilidade Numérica, the service mandated by ANATEL that provides customers with
the option of keeping the same telephone number when switching telephone service providers;

o “NYSE” are to the New York Stock Exchange;
° “Oi” are to Oi S.A., the mobile operator branch of Telemar;

*“PTAX” or “PTAX rate” are to the weighted average daily buy and sell exchange rates between the real and U.S. dollar
that is calculated by the Central Bank;

° “Real,” “reais” or R$ are to the Brazilian real, the official currency of Brazil,
e “Speedy” are to broadband services provided by us through asymmetric digital subscriber lines, or ADSL;

¢ “TCO” are to Tele Centro Oeste Celular Participacdes, which includes TCO’s “B” band subsidiary and NBT, formerly
Vivo subsidiaries before Vivo’s corporate restructuring;

. “TCP” are to TELESP Celular Participagdes S.A., Vivo’s predecessor companys;

¢ “TLE” are to Tele Leste Celular Participacdes S.A. and its consolidated subsidiaries, formerly Vivo subsidiaries
before Vivo’s corporate restructuring;

¢ “TSD” are to Tele Sudeste Celular Participagdes S.A. and its consolidated subsidiaries, formerly Vivo subsidiaries
before Vivo’s corporate restructuring;

o “Telebras” are to Telecomunicacdes Brasileiras S.A.-Telebras;
o “Telefonica” or “TSA” are to Telefonica S.A.;
. “Telemar” are to Telemar Norte Leste S.A. (controlled by Tele Norte Leste Participagdes S.A.);
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. “Telemig” or “Telemig Participagdes” are to Telemig Celular Participagdes S.A.;
o “Telemig Celular” are to Telemig Celular S.A.;
o “Telenorte” or “Tele Norte” are to Tele Norte Celular Participacdes S.A.;

¢ “TELESP Celular” and “TC” are to TELESP Celular S.A., formerly a Vivo subsidiary before Vivo’s corporate
restructuring;

iii
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o “TJLP” are to Taxa de Juros de Longo Prazo, or long-term interest rate;

¢ “UMBNDES” are to a monetary unit of the BNDES, consisting of a currency basket of BNDES debt obligations in
foreign currencies, which are mostly denominated in U.S. dollars;

o “U.S. dollar,” “U.S. dollars” or “US$” are to U.S. dollars, the official currency of the United States;
*“Vivo” are to Vivo S.A., a formerly wholly-owned subsidiary of Telefonica Brasil prior to the corporate restructuring
that took place in 2013, that conducts cellular operations including SMP (as defined in the “Glossary of
Telecommunication Terms”), in the following areas:

. “Areas 1 and 2,” the state of Sao Paulo (operations previously provided by TELESP Celular);

®“Area 3,” the states of Rio de Janeiro and Espirito Santo (operations previously provided by Telerj Celular S.A., or
Telerj, and Telest Celular S.A., or Telest);

o “Area 4,” the state of Minas Gerais;
e  “Areal,” the states of Parand and Santa Catarina (operations previously provided by Global Telecom);
. “Area 6,” the state of Rio Grande do Sul (operations previously provided by Celular CRT);
®“Areas 7 and 8,” the central western and northern regions, including the states of Goids, Tocantins, Mato Grosso,
Mato Grosso do Sul, Ronddnia, Acre, Amapd, Amazonas, Maranhdo, Pard and Roraima and in the Federal District
(operations previously provided by Telegoias Celular S.A., or Telegoias, Telemat Celular S.A., or Telemat, Telems
Celular S.A., or Telems, Teleron Celular S.A., or Teleron, Teleacre Celular S.A., or Teleacre, Norte Brasil Telecom

S.A., or NBT and TCO);

*“Area 9,” the states of Bahia and Sergipe (operations previously provided by Telebahia Celular S.A., or Telebabhia,
and Telergipe Celular S.A., or Telergipe); and

o “Area 10,” the states of Pernambuco, Alagoas, Paraiba, Rio Grande do Norte, Ceard and Piaui.

*“Vivo Participac¢des” are to Vivo Participacdes S.A. (formerly TCP) and its consolidated subsidiaries (unless the
context otherwise requires); and

o “Vivo br
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