
 

 

 

 

Announcement | Lisbon | 14 August 2020 

 

Notice to the Market disclosed by Oi - 2Q20 Results 

PHAROL, SGPS S.A. hereby informs on the 2020 second quarter results disclosed by 

Oi, S.A., as detailed in the company's document attached hereto. 
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This presentation contains forward-looking statements within the meaning of the U.S. Private Securities Litigation Reform Act of 1995 and the
applicable Brazilian regulations. Statements that are not historical facts, including statements regarding the beliefs and expectations of Oi
S.A. – under Judicial Reorganization (“Oi” or “Company”), business strategies, future synergies, cost savings, future costs and future liquidity
are forward-looking statements.

The words “anticipates”, “intends”, “believes”, “estimates”, “expects”, “forecasts", “plans,” “aims” and similar expressions, as they relate to
the Company or its management, are intended to identify forward-looking statements. There is no guarantee that the expected events,
tendencies or expected results will actually occur. Such statements reflect the current views of the Company’s management and are subject
to a number of risks and uncertainties. These statements are based on many assumptions and factors, including general economic and
market conditions, industry conditions, corporate approvals, operational factors and other factors. Any changes in such assumptions or
factors could cause actual results to differ materially from current expectations. All forward-looking statements attributable to the Company
or its affiliates, or persons acting on their behalf, are expressly qualified in their entirety by the cautionary statements set forth in this notice.
Undue reliance should not be placed on such statements. Forward-looking statements speak only as of the date they are made.

Except as required under the Brazilian and U.S. federal securities laws and the rules and regulations of the CVM, the SEC or other regulatory
authorities in other applicable jurisdictions, the Company and its affiliates do not have any intention or obligation to update, revise or disclose
any changes to any of the forward-looking statements herein in order to reflect current or future events or their developments, changes in
assumptions or changes in other factors affecting the forward-looking statements herein. You are advised, however, to consult any further
disclosures the Company makes on related subjects in reports and communications that the Company files with the CVM and the SEC.

IMPORTANT  NOTICE
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FOLLOWING THE ANNOUNCEMENT OF ITS LONG TERM STRATEGIC PLAN AMENDMENT,  IN Q2 OI CONTINUED 
TO EXECUTE ON ALL TRANSFORMATION FRONTS, DEMONSTRATING THE SOLIDITY OF ITS PROPOSAL

STRATEGIC transformation PLAN IS BEING SUCCESSFULLY  EXECUTED

Company IS FOLLOWING THROUGH ON ITS COMMITMENTS, AND PAVING THE WAY FOR 
SUSTAINABLE CHANGE IN THE SHORT, MEDIUM AND LONG TERM

FTth project

6.7 Million in cost 
reduction in 
2020 YTD

1.3 Million homes 
connected

Growth leader in homes 
connected, connecting 
more than the other 3 

local operators 
combined

-4%
Decline in 
broadband 
service 
complaints

operations

Mobile resilience with 

Postpaid revenue 

growing 6.5% yoy

ICT solutions integrator, 

with IT reaching 21%
share of total corporate 

revenues

Greatly reduced focus 

on Copper and DTH  

accelerating decline but 

redirecting financial 

resources to  FTTH 

project

Efficiency & 

Simplification

685
Several initiatives of 

Simplification, 
Reorganization, 

Digitalization and legacy 
Divestment being 

implemented  

1
Billion 

estimated 
annualized 
impact of 

cost savings 
in 2020

Strategic 

options

General Creditors 
Meeting (GCM) Expected 

for the beginning of 
September

Stalking horse defined 
for Towers and Data 
Centers and Binding 
offers received for 

Mobile

Million homes 
passed

Preparation for 
Structural separation of 
Infra Co and Client Co in 

progress with Jupiter 
project
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Our geographical competitive advantage HAS BEEN ALLOWING FOR RESIDENTIAL FIBER GROWTH 
AT A VERY FAST PACE, LEADING TO VERY POSITIVE RESULTS IN OPERATIONS, SALES AND REVENUES

Our infrastructure competitive advantage…

 Over 388,000 
km of fiber. 2x 
larger than 2nd

competitor

 Over 43,000 km 
of ducts highest 
integrated 
infrastructure in 
Brazil

 +2,300 cities with fiber.
1,000 more than 2nd

competitor

 FTTH in 127 cities at the end of 
2Q20 (15 new cities added in 
the quarter)

 Agility in the adjustment of the productive capacity through our 
own field operation team with capillarity for service across 
Brazil

… starts to show in comparative fiber results

FTTH net additions (12 months, thousand)

692

Player 1 3 Players 
combined

194

Player 2

131

1,063

Player 3 Oi

1,017

1.5x 5.5x 8.1x +4.6%

 Highest growth among all FTTH broadband operators

Oi fiber presence¹ PLAYER 1 fiber presence¹

 Largest fiber presence amongst all national operators

1 – Source: Anatel data
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Homes connected with fiber
Thousand

Homes passed with fiber
Thousand

FTTH  revenues BREAKDOWN
R$ million

2Q204Q192Q19 3Q19 1Q20 4Q20E

2,458
3,588

4,603

8.3-8.6

5,625
6,719

+4.3M HPs built 
in one year

Take-up % 9.7%

2Q20

3

13

2Q19

39

255

43

268

6.3 x

B2B

Residential

EVEN WITH THE FULL IMPACT OF THE PANDEMIC IN Q2, FIBER DEPLOYMENTS CONTINUED TO ACCELERATE, 
WITH PROJECTIONS WHICH GREATLY EXCEED THE EXPECTATIONS FOR 2020

22% -
23%

FIBER arpu
R$

Monthly average hp built
Thousand

2Q19 2Q20

365
267

+36.6%

Monthly average hc net adds
Thousand

31

2Q19

119

2Q20

+285.8%

75

81

2Q19 2Q20

4

85

+13.2%

Pro forma adjustment ¹

2Q19 3Q19 4Q20E4Q19 1Q20 2Q20

1.8–2.0

237
408

675
944

1,300

+1.1M new HCs 
in one year

HC

11.4% 14.7% 16.8% 19.4%

Take-up

1- The pro forma ARPU of R$ 85,0 excludes the impact of 1st month promotion and adjusts the pro-rata ARPU of new customers who entered after the beginning of the month.
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RECORD SALES AND NET ADDS OF FIBER ARE RESULTING IN THE REVERSAL OF HISTORICAL RESIDENTIAL 
RGUS DECLINING TREND,  AND POSITIONING US VERY STRONGLY IN THE ULTRA-BROADBAND 
COMPETITIVE SCENARIO

Net ftth sales (thousand)

FTTH sales accelerating and breaking records… … reversing the decline trend of Residential RGUs…

RGU net adds (thousand)

FTTH Customers default rate (%)

… with improvements in the quality of our 
broadband customer base…

… and significant progress towards overall ultra-
broadband leadership

Benchmark: JUNE UBB net adds – ALL TECHNOLOGIES 
(thousand)

161 144 163 161 197 218 235

JulMayMarJan Feb Apr Jun

45.9%

-334

-129 -94
-153

-91

-6

Mar

-163

Jan Feb Apr JulJunMay

Legacy¹ Net Adds Fiber Net Adds Total Net Adds

Mar-20 Jun-20

-30.6%

-18.6%

61 - 90 days31 -60 days

1 – Legacy = Copper Voice, Copper Broadband and DTH TV

Player 1 Player 2

9.0

Player 3 Oi

74.5

132.4 137.4

+3.8%
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In  June FTTH revenue already 
grew more than the reduction 

in legacy ¹ revenues, leading to 
Residential revenue growth

After a long period of declines, revenues from residential segment reverted the trend in 
june, driven by the strong expansion of FTTH, even with the sharp declines in copper

Residential revenues
R$ million

255

428

371

536
364

854

593

2Q19

39

2Q20

1,857

1,583

-14.8% FTTH

Copper voice

DTH TV

Copper BB

2.1%

23.0%

28.9%

46.0%

16.1%

23.4%

23.0%

37.4%

Revenue mix

+550%

-32%

-13%

-31%

2Q Residential monthly revenue
R$ million

76 83 97

458 441 429

533 526

Jun-20May-20Apr-20

524

Legacy

FTTH

+7 +14

-17 -12

+2

Fiber is already 
generating more 

than 1Bn of 
annualized revenue

Fiber June revenue -
Annualized
R$ million

June Annualized

1,159

1 – Legacy = Copper Voice, Copper Broadband and DTH TV



8

Mobile revenues, in particular the prepaid segment, were significantly impacted by the 
covid-19 pandemic, even amongst some signs of gradual recovery more recently

1 - Excludes interconnection revenues and handset sales. 

mobility

Customer Revenues ¹ 
R$ million

772
635

850
905

2Q20

11

2Q19

8

1,549
1,633

-5.2%

Postpaid

Prepaid

Others

+6.5%

-17.7%

420
499 495

256

-64

1Q20 2Q202Q19 3Q19 4Q19

net adds
Thousand

Customer Revenue ¹
R$ million

850 905

2Q202Q19

+6.5%

With the confinement we 
observed a decline in net adds, 
interrupting a long cycle of 
positive net additions…

Postpaid

… resulting in deceleration of  
postpaid revenues growth. 

Recent softening of the 
confinement has led to some 
improvement in net adds…

29

-44

-15

-5

Mar Apr May Jun

… and a small recovery in 
customer revenues in the 
monthly comparison.

303

May

302

308

Mar Apr

300

Jun

Confinement
measures

Confinement
measures

prepaid

In prepaid, the decline in revenues during the 
most intense months of the pandemic was a 
reflex of the  significant reduction in top ups

Customer Revenue
R$ million

772
635

2Q19 2Q20

-17.7%

However, prepaid also shows monthly 
improvement,  with government emergency 
funds and  gradual recovery of the economy

Confinement
measures

Confinement
measures

219
216

Mar May

217

200

Apr Jun



91 – Corporate Revenue, does not consider Small Businesses. | 2 - Infrastructure rental revenue is classified as an opex reducer, essentially because its nature is not that of a telecom service revenue

corporate voice and data revenues were also greatly impacted by the pandemic effects, what 
was partially compensated by growth in IT revenues. Wholesale was primarily impacted by a 
decline in regulated revenues, but showed great improvement in new sales

b2b wholesale

B2b revenues
R$ million

301 256

862 770

2Q19 2Q20

1,027
1,162

-136
(-11.7%)

Corporate

Small

-14.8%

-10.6%

wholesale revenues
R$ million

236 241

257 238

493

2Q19 2Q20

479

-13
(-2.7%)

Revenue

Opex reducer ²

+2.4%

-7.3%

Reduction in regulated revenues 
with operators (EILD and wholesale 
voice termination rates)

Growth in net sales with other 
operators due to the need for 
bandwidth to meet the growing 
demand for data, impacting revenue 
in the upcoming quarters.

Net sales
Million

1Q204Q19 2Q20

-15.7%

+136.3%

b2b

Negatively impacted by the pandemic 
through:
(i) Reduction in voice and data traffic; 
(ii) Requests to postpone invoices from 

some companies and; 
(iii) Late payment by some state 

governments.

The increase of Home Office programs 
has contributed for the strong 
acceleration of IT revenue, reinforcing 
our position as an ITC solutions 
integrator.

revenue mix ¹

12%

88%

21%

2Q19

79%

2Q20

Others IT

IT revenue ¹
R$ million

86
103

158

2Q18 2Q19 2Q20

+20.1%

+53.3%

Launch of OI SEU NEGÓCIO focused on 
Fiber for SMEs

Revenue mix

2Q20

50%
30%

50%

2Q18

70% 73%

2Q19

27%

Regulated

Unregulated

The revenue mix has changed 
substantially in recent years and we 
are less dependent on regulated 
revenues, which have a retraction 
profile
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The trends of solid cost reduction continued in q2, driven by the focus on efficiency, 
simplification and digital transformation, stabilizing sequential ebitda

2Q202Q19

3,458

3,025

-433
(-12.5%)

Opex
R$ million

Routine EBITDA
R$ million – Brazilian operations

2Q19

31.5% 31.5%

1Q20

1,464

2Q20

32.6%

1,588
1,481

-7.8% -1.1%

Ebitda

Margin

1,046 1,0221,208

Ebitda ex-IFRS16

Third party services
R$ million

1,493
1,318

2Q19 2Q20

-175
(-11.7%)

Rent & Insurance
R$ million

672
572

2Q202Q19

-100
(-14.9%)

256
218

2Q19 2Q20

-38
(-14.8%)

279
41

66
54
113

1,036

589

2Q19

535

2Q20

274

917

-120
(-11.6%)

Others

Personnel

Marketing

Contingencies

-55

-47

-13

-5

Others
R$ million

Contract renegotiations, in 
particular related to  rental 
of transport network

- Decommissioning of legacy 
networks
- Customer migration to Fiber 

Digital transformation as the main driver of cost discipline

Network maintenance
R$ million

85%
share of digital 
channels in all 
interactions 
with customers 
in June

-26% Call center 
calls yoy

yoy increase in the use of 
the virtual technical app

36%

JOICE
420k

accesses in June to our digital 
assistant, in less than 1 year of its 
launch
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The Company has been consistently changing the Capex mix, allocating massive 
investments to fiber and FTTH, allowing for great network resilience during the pandemic

CAPEX
R$ million | Brazilian operations

1,750

36%

28%

2,057

60%

20%

4%
15%

11%

2Q19

1%

9%

15%

1Q20

64%

11%
1%

16%

8%

2Q20

1,781

1 - Fiber + Wholesale | | 2 – Fiber + B2B + Wholesale | 3 – Copper Voice + Copper Broadband + DTH TV 

Fiber ¹ B2BMobileCopper DTH TV

Network resilience

33%
Increase in data 
traffic consumption 
in our network since 
the beginning of the 
confinement

Solid investments in the network 
ensured great resilience and 
improved service quality during the 
pandemic period

-4%

One of the only 
operators to register 
drop in the number 
of complaints of  
Broadband service in 
the comparison of 
1H20 against 2H19

CAPEX MIX
R$ million | Brazilian operations

2018
Full Year

29%

25%

46%

2019
Full Year

2020
1st Half

52%

20%

28%

70%

15%

14%

Expansion ² Mobile Legacy ³

6,078 7,813 3,531



12

+117
+588

Routine EBITDACash
Mar/20

6,073

+1,464

-442

Financial 
Operations

-169

IFRS16

-1,751

Capex Judicial Deposits 
+ Taxes

-45

Unitel 
Installments

Cash
Jun/20

Working Capital

6,310

-237 million

Despite all challenges, company successfully controlled its cash consumption to secure 
the execution of its transformation plan

Cash Flow
R$ million

Debt (fair value)
R$ million

Hedge Policy: With 99% of the debt maturing in the long 
term, the Company adopted a hedge policy for short-term 
payments. In 2020 specifically, it is using part of the 
proceeds from the sale of Unitel as natural cash flow hedge.

Gross Debt Profile

99%

1%

35%

65%

Local currency
denominated

Foreign currency
denominated

Short

Long

+515
+846 +271 +46

Debt 
Amortiz.

Fair Value 
amortiz.

Fx VariationGross Debt 
Mar/20

-424,441

Interest Net Debt 
Jun/20

26,115

20,043

Gross Debt 
Jun/20

Others

+1,674 million
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Jr update

Summary of the main information 
related to the judicial recovery plan
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Updated AMENDMENT proposal TO THE Jr PLAN  - CREATION OF 5 isolated production units 
(UPIs) ¹

Scope

UPI Towers

 Binding Offer 
received (>~R$ 
1.07Bn) for 100% of 
the shares;

 Right to Match 
given to Highline 
of Brazil for being 
the Stalking Horse 
with the Biggest 
Binding proposal 
received during 
M&A conducted by 
Oi

 637 mobile towers 
and 222 indoor 
sites (passive 
infrastructure in 
shopping malls, 
hotels and others)

 Revenue from 
other operators 
and Oi

UPI Data Center

 Binding Offer 
received (R$ 325MM) 
for 100% of the 
shares;

 Right to match given 
to Piemont Holding 
for being the 
Stalking Horse with 
the biggest binding 
proposal, received 
during M&A 
conducted by Oi

 5 data centers 

 Revenue/contracts 
for the colocation / 
hosting business 
with B2B and Oi 
customers

UPI Mobile Assets

 Binding Offers received above the 
minimum price of R$15Bn for 100% of 
the shares. Sale at the highest price, 
or, at Oi's discretion, for an offer up 
to a maximum of 5% less than the 
highest offer, if it presents less risk 
of execution and approvals

 Stalking Horse could be defined until 
GCM giving “Right to Top” to the offer 
with better conditions

 Possibility of entering into a take-or-
pay data transmission contract for a 
period of 3, 5 or 10 years, with 
present value considered in the 
value of the proposal.  

 Mobile operation, including active 
network, clients and spectrum

 Elements of the active or passive 
transmission network not included 

UPI Infra Co

 With a wide demand for the asset in 
the preliminary phase of the process, a 
floor price of R$ 20 Bn was set for the 
firm value, with a base date of 
12/31/2021, within the previous 
reference range of 25.5% to 51% of the 
economic value, ensuring  active 
competitive dispute for control of 
InfraCo (51% common shares).

 Interested parties must assume a 
minimum secondary commitment of 
R$ 6.5 Bn and a primary commitment 
of up to R$ 5Bn to guarantee the 
payment of R$ 2.426 Bn of InfraCo's
debt with Oi, in addition to the 
execution of the CAPEX plan

 FTTH network, including equipment 
and operation, Wholesale contracts, (Oi 
being its main customer)

 IRUs with Oi SA and Telemar for 
backbone and backhaul transport 
network 

(1) Units provided for in the LRF, not associated with RJ's obligations. 

sale

UPI TV Co

 Sale of 100% of the 
shares of UPI TV Co for 
the minimum price of 
R$20MM and assuming 
payment
commitments for the 
use of satellite 
capacity until 2027, 
exempting Oi from this 
annual cost.

 50% revenue share 
with Oi on IPTV 
revenues provided by 
TV Co to customers of 
the Recovery Entities

 TV operation, including 
DTH infrastructure and 
equipment, customers 
and adjacent 
obligations to DTH and 
IPTV services (SeAC).

 Oi maintains IPTV and 
OTT platforms
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AMENDMENTS  proposal to the  GCM Plan – PROPOSAL UPDATE  TO  CREDITORS

Bridge 
Operations

 Possibility of partially anticipating the proceeds from the sale of UPI Mobile Assets up until R$ 5 Bn
 Flexibility for additional leverage guaranteed by the shares of Infra Co

Jr CLOSURE  JR will be concluded in May 30,2022. The date could be postponed due to force majeure identified and approved exclusively by the JR court

Additional 
Creditors

Anatel:

 Payment under Law no. 13,988/20 or 
new more beneficial legal rules that 
may be published.

Contingencies and unsecured:

 Payment of up to R$ 3k (waiver 
of any additional claim) within 
90 days.

Suppliers, Bondholders, General Offering (Class III):

 Possibility of prepayment through the introduction of a mechanism for 
reverse auction of repurchase with lowest value and NPV more 
favorable to the Company (optional)

Strategic Creditors :

 Option to open a new Long Term Credit line up to R$ 3 Bn for all the unsecured creditors, allowing, in counterpart: (a) payment of the structured credit under JR 
Plan at a ratio of 1:2, in the event that Oi effectively uses the credit line offered; (b) maintain the original JR plan conditions to 2.5x the new credit line offered, 
without applying the 60% prepayment discount; and (c) change the applicable commercial terms.

Financial 
Creditors

Secured Creditors (Class II):

 Obligation of the purchaser of Mobile UPI to allocate part of the 
funds directly to the bank account of secured creditors

 Advanced Payment of 100% of the remaining Credits. 
Suspension of contractual clauses until May 31, 2022 to 
implement Amendment terms to the Plan.

 Payment to extra-Bankruptcy holders of Oi Mobile Debentures.

Banks and ECAs (Class III):

 Early settlement of credits, with a 60% discount, payment in 3 installments (2022-
24). Linked to UPI Mobile and UPI Infra Co sales and minimum volume of resources 
received (cash sweep);

 Differentiated option for creditors who provide a new credit line. 

 Reduction of prepayment discount from 60% to 55% to creditors who offers Bank 
Guarantee at the maximum value of their restructured credits (1:1) under the JR Plan 
and the condition that Oi reduces its total exposure in guarantees

Non-
Financial 
Creditors

Labor (Class I):

 Payment within 30 days after approved by the court, (limited to 
R$ 50K per creditor);

Small Business (Class IV):

 Linear payment of up to R$ 150K (and waiver of any additional claim) within 90 days 
after approval;
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WHAT HAPPENS NOW - EXPECTED TIMELINE

Note: Timeline dependent on judicial, regulatory and competitive approvals

1st Proposed 

Amendment 

to the JR Plan

Adjustments 

to the 

Proposed 

Amendment 

JR Plan

Towers and 

Data 

Centers 

UPIs 

auctions

Mobile Assets 

UPI auction

Closing UPIs 

Towers and 

Data Centers

UPI Infra Co 

auction

UPI TV Co 

auction

Closing UPI 

Infra Co

Closing UPI 

Mobile Assets

Closing UPI 

TV Co

JR CLOSURE

General 

Creditors 

Meeting

Jun 20 Aug 20 Sep 20 Oct/nov 20 Dec 20 1q21 3q21 4q21 May 22
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Conclusion

 UP TO HERE, OI HAS BEEN STABILIZING ITS OPERATIONS, REDEFINING ITS STRATEGIC MODEL AND WAS ABLE TO 
SECURE RESOURCES FOR A STRONG ACCELERATION OF ITS FIBER OPTICS BUSINESS

 WE ARE PROPOSING AN AMBITIOUS MODEL TO ACCELERATE GROWTH, ENABLING THE CREATION OF THE LARGEST 
INFRASTRUCTURE COMPANY IN BRAZIL IN A SUSTAINABLE WAY.

 CUSTOMERS WILL BENEFIT FROM MORE QUALITY AND FIBER COVERAGE

 A NEUTRAL NETWORK CARRIER WILL EFFICIENTLY ACCELERATE FIBER INVESTMENT FOR THE SECTOR

 THIS MODEL ALLOWS FOR CONCILIATING STRONG GROWTH AND FINANCIAL SUSTAINABILITY FOR OI AND INFRA 
CO

 IN ADDITION TO BENEFITS FOR CUSTOMERS AND THE INDUSTRY, THIS PLAN WILL GENERATE VALUE AND TRUST FOR 
EMPLOYEES, CREDITORS, SHAREHOLDERS, SUPPLIERS, AND FOR SOCIETY IN GENERAL

 THE MANAGEMENT TEAM AND THE BOARD OF DIRECTORS ARE COMMITTED TO EXECUTING THE NEW STRATEGIC MODEL 
WITH RIGOR AND SPEED.
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Additional Information

Summary chart of the main financial 
and operational indicators 
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Main  financial  indicators

1 - Excludes handset and interconnection revenues;

R$ million
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In thousands of RGUs

Main  operational  indicators



Investor  relations

invest@oi.net.br

www.oi.com.br/ri

+55 21 3131-2918



 

1 

 

Oi 2Q20 

EARNINGS RELEASE 

Investor Relations | August 13, 2020 



     

 

2Q20 Earnings Release 

2Q20 HIGHLIGHTS 

2 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  Consolidated Information and Results (Unaudited) 

 
This report contains the operating and financial performance of Oi S.A. – under Judicial 
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Content 

Table 1 – Highlights 

 
(1) Excludes handset revenues. 
(2) Excludes handset and network usage revenues. 
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IFRS 16 - Leases 

 

As of January 1, 2019, the Company began adopting the IFRS 16 standards that came into effect then. The 

standard sets forth the principles for the recognition, measurement, presentation and disclosure of leases and 

requires tenants to account for all leases under a single model in the balance sheet. 

 

Therefore, the sections of this document are presented considering the impacts of the adoption of IFRS 16.  
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Net Revenues 

Table 2 – Breakdown of Net Revenues 

 
 

Consolidated net revenues totaled R$ 4,544 million in 2Q20 (-10.8% y.o.y. and -4.3% q.o.q.). Net revenues from 

Brazilian operations (“Brazil”) totaled R$ 4,490 million in 2Q20 (-11.0% y.o.y. and -4.5% q.o.q.), while net 

revenues from international operations (Africa and East Timor) totaled R$ 54 million (+19.7% y.o.y. and +10.5% 

q.o.q.). 

 

 

Net revenues from Brazilian operations stood at R$ 4,490 million in 2Q20, 11.0% lower than in 2Q19. The most 

accelerated decline was mainly due to the effects of the COVID-19 pandemic and the containment policies 

adopted in Brazil, but it also reflects Oi’s strategy of divestment in legacy services (copper and DTH) in the 

Residential and B2B segments, partially offset by growth in services with rising revenues – Fiber, IT and 

postpaid. 

The sequential comparison was influenced by the same factors, leading to a 4.5% reduction. 

Total net service revenues, which exclude revenues from handset sales, stood at R$ 4,478 million in 2Q20 (-

10.5% y.o.y. and -4.3% q.o.q.). Total net customer revenues, which exclude network usage and handset 

revenues came to R$ 4,374 million in the period (-10.7% y.o.y. and -4.5% q.o.q.). 

 

 

 

 

 

 

BRAZIL 
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Residential 

Table 3 – Net Revenues and RGUs of the Residential segment 

 
 

Residential net revenues totaled R$ 1,583 million in 2Q20 (-14.8% y.o.y. and -4.3% q.o.q.). As mentioned earlier, 

the Company has strategically reduced incentives for legacy services, contributing to this decline. In addition, 

there is a natural downward trend in demand for copper voice and broadband services. On the other hand, the 

Company's strategy of focusing efforts and investments on the implementation of the Fiber Expansion Plan 

continues to be the main driver of the reversal of the segment's revenue trajectory. In June 2020, growth in 

revenues from Fiber services more than offset the decline in revenues from legacy services.  

In 2Q20, the Company continued to accelerate investments in fiber in order to deliver high-speed broadband 

to our customers’ homes and provide a better experience. In addition, as part of the strategy to make the 

segment more profitable, the Company launched new fiber broadband offers, with speeds of up to 400Mbps, 

surpassing the other market offers.  

The fiber (FTTH) expansion project continues to grow strongly and present consistent results. At the end of 

2Q20, the Company reached 6.7 million homes passed (HP) and 1.3 million homes connected (HC), 1.2 million 

of which in the Residential segment, reaching 1.5 million connected homes at the end of July 2020.  

Oi closed 2Q20 with 11,786 thousand RGUs in the Residential segment (-15.9% y.o.y. and -2.3% q.o.q.). The 

change in the profile of involuntary disconnections, with a reduction in the disconnection threshold from 120 

to 90 days overdue as of 4Q19, continued to contribute to this decline and mostly affected legacy services. 

Regarding Fiber RGUs, despite the smaller base, we observed an upward curve of connections, ending 2Q20 

with significant growth of 41.5% over 1Q20 and 515.7% over 2Q19.   

Residential ARPU  

Residential ARPU was R$ 79.6 in 2Q20 (+0.7% y.o.y. and -1.8% q.o.q.). The annual growth was mainly driven by 

an increase in Broadband and DTH TV ARPU in the period, benefiting from the change in the profile of involuntary 

disconnections, in addition to 7.0% growth in Oi Fibra's ARPU. 
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Copper Fixed Voice 

Oi closed 2Q20 with 5,364 thousand fixed line customers in the Residential segment (-29.5% y.o.y. and -8.9% 

q.o.q.). Demand for fixed line services continued to decline, as these services have been increasingly replaced 

by mobile services, especially data services. As a result, copper fixed line ARPU, considering interconnection 

revenues, fell 4.9% year on year and remained in line with 1Q20. 

Revenues from legacy products remain under heavy pressure, as the Company has been reducing its 

commercial focus on copper, both in voice and broadband, and prioritizing commercial and financial efforts in 

the fiber project, which has greater value creation potential. 

Copper Broadband 

Oi ended 2Q20 with 2,776 thousand fixed copper broadband RGUs in the Residential segment (-37.8% y.o.y. 

and -12.5% q.o.q.).  

Most of the Company’s current broadband base is composed of copper accesses (VDSL and ADSL). As 

mentioned earlier, Oi has been reducing proactive sales of the copper portfolio and boosting expansion and 

sales efforts focused on FTTH, thus accelerating expansion and migration of customers to fiber, the main driver 

of the resumption of growth, based on its infrastructure competitive advantage. 

In addition, intense competition from regional players who offer broadband services in small towns outside 

major urban centers and the impact of the reduction in the disconnection threshold from 120 to 90 days 

overdue were the main drivers of the decline in the copper service customer base. In 2Q20, this decline was 

also intensified by the migration of customers to fiber in order to get a better experience in this period when 

many people are working remotely, due to the COVID-19 pandemic.  

DTH TV 

The Residential DTH TV base ended the quarter with 1,234 thousand RGUs (-20.1% y.o.y. and -5.5% q.o.q.).  

Oi recorded pay-TV net disconnections of 311 thousand RGUs compared with 2Q19 and 71 thousand RGUs 

compared with 1Q20. Oi TV’s penetration in households with an Oi copper fixed line reached 23.0% in 2Q20 (+2.7 

p.p. y.o.y. and +0.8 p.p. q.o.q.). Pay-TV ARPU rose 6.4% over 2Q19, but dropped 2.2% from 1Q20. 

DTH TV net revenues fell 13.3% from 2Q19 and 7.8% from 1Q20, reflecting the Company’s strategy of allocating 

more resources to accelerate investments in fiber, including the offering of IPTV services. 

FIBER 

In 2Q20, the Company continued the strong pace of investments in the expansion of the Fiber network and 

accesses, closing the quarter with 6.7 million homes passed with fiber (HP). Once again, the Company added 

more than 1 million HP to its base in the quarter. This represents a monthly average of over 365 thousand HP 

during this 2Q20, in line the 2019 strategic plan, which states that Oi intends to reach 16 million homes passed 

by the end of 2021.  

Oi closed 2Q20 with around 1.3 million homes connected (HC) to fiber and a take-up rate of 19.4%. Oi Fibra was 

present in 127 municipalities. In July 2020, we reached 7.1 million HP and approximately 1.5 million HC, 

increasing the take-up rate to 20.5%. The exploration of FTTH opportunities has proven to be effective. FTTH 
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net adds totaled 357 thousand customers in 2Q20, outperforming the other main Brazilian players combined. 

In June, there were 137 thousand net additions of FTTH, the highest number since the beginning of the Fiber 

project. 

The Company monitors the evolution of investments in fiber and has been improving its installation, support, 

sales and marketing initiatives since the beginning of the project. The results can be seen in the take-up rates 

by HP cohort. The first cohorts, of October 2018 and January 2019, reached a take-up rate of 16% and 21%, 

respectively, at the end of 2Q20, while the cohorts of April 2019 and July 2019 reached a take-up rate of 24% at 

the end of the same period. The take-up rates of the October, November and December 2019 cohorts increased 

even faster, reaching 20% in the period. The 2020 cohorts have take-up rates over 13% three months after the 

installation. It is essential to monitor these indicators when evaluating investments in FTTH. 

Thanks to the strategy of accelerating FTTH sales, Oi continued to sell IPTV and Voice services via fiber. 

Approximately 89% of our residential customers had two or more FTTH products (Broadband, TV and Voice) at 

the end of 2Q20, up from 72% at the end of 2Q19 and 84% at the end of 1Q20. Fiber ARPU was R$ 80.7 in 2Q20, 

up 7% from R$ 75.4 in 2Q19 and down 4.5% from R$ 84.5 in 1Q20. The quarter-on-quarter decline was mainly 

due to current offerings, where the Company is offering a promotion to new customers with the monthly fee 

for the first month free. The strategy of selling bundles is still in progress and has shown satisfactory results.   

Fiber revenues reached R$ 268 million in 2Q20, of which R$ 255 million from residential customers and R$ 13 

million from enterprises (B2B). Oi recorded impressive annual growth of 531%, with a 550% increase in 

residential customers. Compared to 1Q20, Fiber revenues grew R$ 63 million, or 31%, with an increase of R$ 61.5 

million, or 32%, in residential customers.  Fiber revenues have helped partially offset the decline in copper 

revenues. In 2Q19, Fiber accounted for 2.1% of total Residential revenues, and this share rose to 16.1% in 2Q20. 

As a result of the strategy, after a long period of decline, in June the total revenue of the residential segment 

started to present monthly growth, reversing the structural trend, driven by the strong expansion of fiber, 

whose growth already more than compensates the decline in legacy revenue (Cobre + DTH). Annualized fiber 

revenue, based on June revenue, is already over R$ 1.1 billion reais. 

The Company’s strategic focus continues to be on leveraging its leadership in fiber and infrastructure, 

maximizing value across all business segments, based on the more than 388 thousand kilometers of fiber that 

Oi has spread across the country. 

 

 

 

 

 

 

 



    

 

2Q20 Earnings Release 

Operating RESULTS 
 

10 

Personal Mobility 

Table 4 – Net Revenues and RGUs of the Personal Mobility segment 

 
(1) Excludes handset and network usage revenues. 

(2) Includes postpaid plans, Oi Controle, bundled mobile services and 3G (mini-modem). 

Personal Mobility net revenues totaled R$ 1,619 million in 2Q20 (-6.5% y.o.y. and -4.9% q.o.q.). This reduction 

was driven by a more challenging scenario due to the COVID-19 pandemic, with the closure of stores and a 

decrease in the number of recharge outlets, in addition to the impacts on the population’s income. In the year-

on-year comparison, this reduction was partially offset by growth in the postpaid customer base, driven by 

simpler and more assertive regional offers and migration from the prepaid customer base. 

Following the downward market trend, our prepaid revenues declined, due to the slow economic recovery, the 

high unemployment rates, the consequences of the pandemic and the migration from voice to data. In 2Q20, 

the impact of the COVID-19 pandemic and social isolation, with the closure of stores and recharge outlets and 

restrictions on the movement of people, was even bigger than in 1Q20. The prepaid segment declined sharply 

in April, but quickly recovered in the next months, returning, in June, to the levels of recharge prior to the 

containment period. Meanwhile, postpaid revenue were impacted, mainly due to the closure of stores. 

The postpaid customer base increased 13.9% over 2Q19, but edged down 0.7% from 1Q20. The prepaid segment 

grew 0.4% over 1Q20. 

Customer revenues, which exclude interconnection and handset revenues, totaled R$ 1,549 million in 2Q20, a 

decline of 5.2% from 2Q19 and 4.6% from 1Q20, mainly due to the impacts of the pandemic, which culminated 

in the closure of stores and restricted movement of people, leading to a lower number of recharges.  

Network usage revenues totaled R$ 58 million in 2Q20, in line with 2Q19 (-0.3%) and up 1.6% over 1Q20. Handset 

revenues totaled R$ 12 million, a decline of R$ 29 million from 2Q19 and R$ 9 million from 1Q20, impacted by 

store closures due to COVID-19. 

Oi closed 2Q20 with 33,988 thousand RGUs in Personal Mobility, falling 2.1% from 2Q19, with 713 thousand net 

disconnections, resulting from 1,899 thousand disconnections in the prepaid segment, which were partially 

offset by 1,186 thousand additions in the postpaid segment. The number of additions was in line with 1Q20, with 

an increase of 0.4% in the prepaid segment and a decline of 0.7% in the postpaid segment.  
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Oi’s total mobile customer base (Personal Mobility + B2B) came to 36,670 thousand RGUs, 2,682 thousand of 

which in the B2B segment.  

Prepaid  

The prepaid customer base closed 2Q20 with 24,269 thousand RGUs, a decline of 7.3% from 2Q19 and a slight 

increase of 0.4% over 1Q20. The main factor for the annual reduction is the company's policy of incentives for 

the migration of customers from the prepaid segment to the postpaid segment. 

Recharge volume decreased 8.6% from 2Q19 and 4.8% from 1Q20. The number of customers making recharges 

fell 16.1% from 2Q19 and 5.4% from 1Q20, mainly due to (i) a decline in the prepaid market; (ii) high 

unemployment rates, which have a direct impact on prepaid revenues; and (iii) the closure of stores and other 

recharge outlets due to COVID-19.  

Postpaid 

Oi closed the quarter with 9,719 thousand RGUs in the postpaid segment, reflecting a 13.9% increase in the 

customer base and net adds of 1,186 thousand RGUs compared to 2Q19, mainly due to more competitive 

offerings and the strategy of encouraging prepaid customers to migrate to postpaid plans. In the sequential 

comparison, the customer base fell 0.7%.  

The positive physical results were reflected in revenues, which grew 6.5% over 2Q19. Regional offerings, 

simplification, innovation, more aggressive sales and the refarming of the 1.8 GHz frequency range for 4G and 

4.5G were the main drivers that continue enabling the positive results of the postpaid segment, in addition to 

the strategy of accelerating the customers’ migration from the prepaid to the postpaid segment. In the 

sequential comparison, revenues dropped 2.7%, due to a slight increase in bad debt as a result of COVID-19. 

2G, 3G, 4G and 4.5G Coverage   

Oi’s 2G coverage reached 3,499 municipalities (93% of the country’s urban population) in 2Q20, while 3G 

coverage reached 1,654 municipalities, or 82% of the Brazilian urban population. 

4G access reached 1,029 municipalities, or 75% of the Brazilian urban population. Moreover, 4.5G coverage 

reached 62 municipalities, serving around 20% of the urban population. 

Oi works in partnership with other operators to share the network in order to maximize investments and reduce 

costs, while consistently improving the quality of services and customer experience.  

Mobile ARPU 

Mobile ARPU stood at R$ 15.5 in 2Q20 (-3.5% y.o.y. and -3.9% q.o.q.). 
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B2B 

Table 5 – Net Revenues and RGUs of the B2B segment 

 

 

Net revenues from the B2B segment totaled R$ 1,265 million in 2Q20 (-10.9% y.o.y. and -4.0% q.o.q.). The 

segment was affected by a decline in Corporate legacy services, mainly due to a reduction in voice traffic and 

data, intensified by the confinement policy and remote work implemented by companies to contain COVID-19. 

Besides that, some companies temporarily suspended the subscription of services provided by Oi and fixed-

to-mobile calls (VC), which also hurt revenue in the period. Revenues from Small Enterprises also fell in the 

quarter, mainly due to high exposure to copper services (94% of the total) and the closure of companies in the 

sectors most affected by COVID-19, such as retail. Wholesale net revenues decreased 7.3% from 2Q19 and 

13.0% from 1Q20. There was, however, continued growth in IT revenues (+53% y.o.y, and +14.2% q.o.q.), which 

is the main focus for the sustainable growth strategy of the B2B segment. 

The Company closed 2Q20 with 6,395 thousand RGUs in the segment (-5.4% y.o.y. and -1.3% q.o.q.).  

Corporate 

With the launch of the new brand “Oi Soluções” for the Corporate segment in December 2019, Oi intends to 

integrate and provide digital solutions for Telecommunications and IT (Information Technology) with a 

customized and consulting positioning. The Company offers a comprehensive portfolio of ICT (Information and 

Communication Technology) solutions, impacting customers throughout the value chain in the areas of Cloud 

& Data Center, IoT (Internet of Things), Big Data & Analytics, Cybersecurity, Data and Voice Connectivity, and 

Management, in order to help generate new revenues and reduce expenses. 

During the 1Q20, the Company added Oi Gestão 360º (allowing operators to manage connectivity, IT, security 

and business for customers); Smart Cloud 4.0 (Infrastructure as a Service (IaaS) in the hybrid cloud format, 

enabling the development of an edge architecture, focusing on IoT and video solutions); and Oi Smart Office 

4.0 (solution for companies adopting remote work, comprising collaboration, connectivity and cloud 

computing platforms) to the portfolio that already included Oi WIFI 3.0+, Oi GIS (Integrated Service 

Management), Telepresenças Oi and Marketing Analytics Oi. 

2Q20 2Q19 1Q20 Y oY QoQ 2020 2019 Y oY

B2B

Net Rev en ues  (R$ mi llion ) 1 .2 65 1 .4 19 1 .3 17 -10,9% -4 ,0% 2 .5 82 2 .83 7 -9,0%

Corporate 770 862 777 -10,6% -0,8% 1.5 4 7 1 .72 4 -10,2 %

IT 158 103 138 53,3% 14,2% 296 203 45,7%

Data 338 414 349 -18,2% -3,1% 688 824 -16,5%

Other 274 345 289 -20,6% -5,1% 563 697 -19,2%

Wh olesale 2 3 8 2 5 7 2 74 -7,3 % -13 ,0% 5 12 5 13 -0,2 %

Small E n terprises 2 5 6 3 01 2 67 -14 ,8% -4 ,0% 5 2 3 601 -13 ,0%

Fiber 13 3 11 325,3% 16,4% 24 5 431,2%

Other 243 297 256 -18,2% -4,9% 499 596 -16,3%

Rev en ue Gen eratin g Un its  (RGU) -  ('000) 6.3 95 6.761 6.4 81 -5 ,4 % -1 ,3 % 6.3 95 6.761 -5 ,4 %

Corporate 4.423 4.550 4.439 -2,8% -0,4% 4.423 4.550 -2,8%

Wholesale 282 290 284 -3,0% -0,8% 282 290 -3,0%

Small Enterprises 1.690 1.920 1.758 -12,0% -3,9% 1.690 1.920 -12,0%

Fiber 107 28 92 285,1% 16,3% 107 28 285,1%

Other 1.583 1.893 1.666 -16,4% -5,0% 1.583 1.893 -16,4%
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Net revenues from the Corporate segment totaled R$ 770 million in 2Q20 (-10.6% y.o.y. and -0.8% q.o.q.), with 

a decline in the Data and Other lines, which represent the legacy services offered by the Company, as explained 

earlier. Thanks to its focus on IT services, IT revenues increased 53.3% over 2Q19 and 14.2% over 1Q20. This 

upturn was driven by social isolation, as companies hired these services due to an increased need for 

management and security services after their employees started working remotely. The segment recorded a 

decline in RGUs, with a customer base reduction of 2.8% compared to 2Q19 and 0.4% compared to 1Q20. 

Wholesale 

The Company aims to be the main national provider of transmission and transportation neutral network and 

facilitator of the 5G infrastructure in Brazil. Oi intends to focus on non-regulated revenues, through the creation 

of Infra Co, that rely on Oi’s extensive and non-replicable infrastructure, enabling the provision of superior 

quality services to telecommunications providers, internet providers and infrastructure companies involved in 

the supply chain of these services.  

Wholesale net revenues totaled R$ 238 million in 2Q20 (-7.3% y.o.y. and -13.0% q.o.q.). The revenues decline in 

the period were mainly driven by a reduction in in regulated revenues with operators (EILD and wholesale voice 

termination rates). The confinement caused by COVID-19 caused a growth in demand for data, which impacted 

in growth in net sales with other operators due to need for bandwidth, impacting positively the revenue in the 

upcoming quarters.  

Small Enterprises 

For the Small Enterprises segment, the Company has been adopting the same strategy used in the B2C 

segment, given their market similarities and just launched the “Seu Negócio Oi” product, focusing on fiber as 

a network solution for small businesses. Oi continues to market regional offerings and intensify its commercial 

actions together with the “Network Reuse” approach for FTTH. The decline in net revenues (-14.8% y.o.y. and -

4.0% q.o.q.) and the reduction in RGUs (-12% y.o.y. and -3.9% q.o.q.) were due to high exposure to copper 

revenues in this segment and the impact of the pandemic on the sector, as explained earlier. 
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Operating Costs and Expenses 

Table 6 – Breakdown of Routine Operating Costs and Expenses 

 

Consolidated routine opex, including international operations, totaled R$ 3,185 million in 2Q20 (-8.8% y.o.y. and 

-1.0% q.o.q.).   

Routine opex from Brazilian operations amounted to R$ 3,025 million in 2Q20 (-12.5% y.o.y. and -6.0% q.o.q.). 

As part of its strategic plan, the Company has been working on five macro fronts to reduce costs and simplify 

operations: (i) Sales, Marketing and Service; (ii) Processes and Organization; (iii) Business Support; (iv) IT; and 

(v) Network and Field Operations. The actions resulting from the work on these fronts started to be implemented 

in 2019, and the financial impacts are already being observed in the result. 

Personnel 

Personnel expenses totaled R$ 535 million in 2Q20. Personnel expenses fell 9.3% in the annual comparison, 

due to lower compensation costs, and 10.5% in the sequential comparison, as a result of lower compensation 

costs, in addition to a reduction in benefit costs.  

Interconnection 

Interconnection costs in Brazilian operations amounted to R$ 119 million in 2Q20 (+14.7% y.o.y. and +7.4% 

q.o.q.). This upturn was chiefly due to an increase in regulated tariffs occurred in February 2020. 

Third-party Services 

Costs and expenses related to third-party services in Brazilian operations totaled R$ 1,318 million in 2Q20 (-

11.7% y.o.y. and -6.7% q.o.q.). This result is mainly due to the Company’s digital transformation actions as a 

cost discipline tool, through the automation and optimization of SAC and the Call Center operations and the 

reduction of expenses with IT projects focused on legacy products. 
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 Network Maintenance Services 

Network maintenance services totaled R$ 218 million in 2Q20, down 6.8% from 1Q20, mainly due to the 

company's strategy of decommissioning the copper networks and accelerating the migration of customers 

from the copper for fiber. In the year-on-year comparison, network maintenance services declined 14.8%, also 

due to the same impacts mentioned, in addition to lower expenses with TUP maintenance. 

Handset Costs/Other (COGS) 

Handset costs in Brazilian operations amounted to R$ 12 million in 2Q20 (-39.2% q.o.q. and -71.4% y.o.y.), mainly 

due to a reduction in the number of handsets sold, intensified by the closure of stores as a result of the COVID-

19 pandemic. 

Marketing 

Marketing expenses reached R$ 66 million in 2Q20 (-5.4% q.o.q. and -41.4% y.o.y.). The substantial year-on-

year reduction occurred, mainly due to Mother's Day Campaigns, which this year was impacted by the policy 

of confinement and social isolation, culminating in the closing of stores.   

Rent and Insurance 

Rent and insurance expenses in Brazilian operations totaled R$ 572 million in 2Q20, in line with 1Q20 (-1.6%) and 

down 14.9% from 2Q19, mainly due to lower property, satellite and pole rental costs, offset by higher tower and 

equipment rental costs. 

Provision for Contingencies  

The provision for contingencies in Brazilian operations totaled R$ 42 million in 2Q20, a reduction of 23.2% 

compared to 2Q19, mainly due to a decline in the number of new legal proceedings, especially in the labor, 

special civil and corporate spheres. In the sequential comparison, the provision for contingencies increased 

68.9% driven by a higher number of labor and civil consumer proceedings. 

Provision for Bad Debt 

The bad debt provision totaled R$ 127 million in 2Q20 (-2.6% y.o.y. and -8.3% q.o.q.). This improvement was 

mainly due to more effective collection efforts in the retail segment. 
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EBITDA  

Table 7 – EBITDA and EBITDA margin 

 

 

Consolidated routine EBITDA totaled R$ 1,359 million in 2Q20 (-15.0% y.o.y. and -11.4% q.o.q.).  

Routine EBITDA from Brazilian operations amounted to R$ 1,464 million in 2Q20 (-7.8% y.o.y. and -1.1% q.o.q.). 

The routine EBITDA margin from Brazilian operations was 32.6%, 1.1 p.p. higher than in 2Q19 and 1Q20. 

Routine EBITDA from international operations (Africa and East Timor) came to -R$ 106 million in 2Q20, versus 

R$ 10 million in 2Q19 and R$ 52 million in 1Q20.  

It is worth noting that routine EBITDA considers the effects of the adoption of IFRS 16. For comparison purposes, 

excluding the impacts of IFRS 16, routine EBITDA from Brazilian operations would total R$ 1,022 million. 

 

Investments  

Table 8 – Capex 

 
(1) Includes Fiber + Wholesale. 

The Company’s consolidated capex, including international operations, totaled R$ 1,758 million in 2Q20 (-14.7% 

y.o.y. and -2.0% q.o.q.). Capex in Brazilian operations amounted to R$ 1,751 million in 2Q20 (-14.9% y.o.y. 

and -1.7% q.o.q.).  
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Despite a reduction in total Capex in the period, the breakdown of investments by product shows that Oi has 

been allocating most of its funds to compliance with its Strategic Plan, focused on the expansion of FTTH, 

bringing high-speed broadband to the customers’ homes. Investments in Fiber totaled R$ 1,120 million (+49.7% 

y.o.y. and +4.5% q.o.q.).  

 

Operational Cash Flow (Routine EBITDA – Capex) 

Table 9 - Operational Cash Flow 

 

  

Table 10 - Operational Cash Flow from Brazilian Operations 

 

 

Consolidated routine operational cash flow (routine EBITDA minus capex) was negative by R$ 399 million in 

2Q20, while routine operational cash flow in Brazilian operations was negative by R$ 286 million, mainly due to 

the continued acceleration of investments and lower revenues, which impacted EBITDA, as mentioned in the 

Revenues and Capex sections. 

Depreciation/Amortization  

Table 11 – Depreciation and Amortization 

 
 

Depreciation and amortization expenses totaled R$ 1,725 million in 2Q20 (-0.3% y.o.y. and +0.8% q.o.q.).
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Financial Results  

Table 12 – Financial Result (Oi S.A. Consolidated) 
 

 

 

Oi S.A. recorded a consolidated net financial expense of R$ 3,127 million in 2Q20, versus a net financial 

expense of R$ 6,476 million in 1Q20 and R$ 1,374 million in 2Q19. 

The sequential decline was mainly due to lower expenses in the “Net FX Result”, as a result of lower 

depreciation of the real against the US dollar in the period (5.3% in 2Q20 vs. 29.0% in 1Q20). The “Other 

Financial Income/Expenses” line also showed a decrease in expenses in 2Q20, mainly due to the  

exchange rate variation on onerous liabilities (contracts for data transmission via submarine cables 

and  satellites) totaling R$ 391 million in 2Q20 (vs. R$ 1,670 million in 1Q20). The “Amortization of Fair 

Value Adjustment” line was also positively impacted by the depreciation of the real against the U.S. 

dollar and the euro in the quarter. Meanwhile, the “Net Interest” line remained virtually flat. 

In the year-on-year comparison, on the other hand, the consolidated net financial expense increased, 

due to the 1.7% appreciation of the real against the US dollar in 2Q19, which led to higher financial 

income under “Net FX Result” and lower financial expenses under “Amortization of Fair Value 

Adjustment”. Finally, the "Net Interest” line increased mostly due to interest on the new debentures 

issued in January this year, and by the impact of the higher FX level on interest on debt in foreign 

currency when converted into reais.  
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Net Earnings (Loss)  
 

Table 13 – Net Earnings (Loss) (Oi S.A. Consolidated) 

 

 
 

The Company's operating earnings (loss) before the financial result and taxes (EBIT) came to a loss of R$ 366 

million, versus a loss of R$ 298 million in 1Q19 and earnings of R$ 188 million in 1Q20. The Company recorded a 

net financial expense of R$ 3,127 million and an expense of R$ 1 million in the Income Tax and Social 

Contribution line, giving a consolidated net loss of R$ 3,493 million in 2Q20. 
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Debt & Liquidity  

Table 14 – Debt 

  

 

Oi S.A. ended 2Q20 with consolidated gross debt of R$ 26,115 million, an increase of 6.8%, or R$ 1,674 million, 

over 1Q20 and 54.8%, or R$ 9,247 million, over 2Q19. The sequential and annual increases were due to interest 

accrual and amortization of the present value adjustment, which contributed to increasing debt with every 

passing quarter, as well as the depreciation of the real against the US dollar by 5.3% in the sequential 

comparison and 42.9% in the annual comparison The issuance of private debentures totaling approximately 

R$ 2,500 million in 1Q20, as provided for in the Judicial Reorganization Plan, also contributed to the year-on-

year increase. 

At the end of June, dollar-denominated debt accounted for 65.2% of fair value debt. The consolidated average 

term of debt remained at around 10 years in 2Q20. 

 

The Company closed 2Q20 with a consolidated cash position of R$ 6,073 million, a decline of 3.8%, or R$ 237 

million, from March 2020 and an increase of 41.4%, or R$ 1,777 million, from June 2019, resulting in net debt of 

R$ 20,043 million. The reduction in the cash position was mainly due to high Capex, in line with the Company’s 

Strategic Plan, partially offset by the receipt of three additional monthly installments of the sale of the PT 

Ventures subsidiary, in addition to the postponement of the payment of one-off regulatory obligations that 

were originally due in the period. 
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Table 15 – Cash Position (Brazilian Operations) 

    
    
The Company closed 2Q20 with a cash position of R$ 6,073 million, consuming R$ 237 million in the quarter, 

The high level of investments accounted for most of this cash consumption in the quarter, offset by the receipt 

of three additional monthly installments of the sale of our interest in Unitel, totaling R$ 588 million, highlighted 

in the “Non-core cash effect” line.   

 

Working capital was negative by R$ 169 million in 2Q20 and continued be negatively impacted by Capex 

payments, due to the fiber expansion plan.  

 

 

Table 16 – Gross Debt Breakdown  
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Table 17 – Statement of Operations (Oi S.A. Consolidated) 
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Table 18 – Balance Sheet (Oi S.A. Consolidated) 
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Table 19 – EBITDA and EBITDA margin (without IFRS 16 impacts) 
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Please note 

The main tables in this Earnings Release will be available in Excel format in the “Financial Information/Quarterly 

Reports” section of the Company’s website (www.oi.com.br/ri). 

Definitions of the terms used in the Earnings Release are available in the Glossary section of the Company’s 

website:  https://www.oi.com.br/ri/conteudo_pt.asp?idioma=0&conta=28&tipo=44320 

 

 

http://www.ri.oi.com.br/
https://www.oi.com.br/ri/conteudo_pt.asp?idioma=0&amp;amp;conta=28&amp;amp;tipo=44320
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Subsequent Events 

 On July 18, 2020, Oi published a Material Fact announcing to its shareholders and the market in general that, 

on that date, it received a binding, irrevocable and irreversible offer from Highline do Brasil II Infraestrutura 

de Telecomunicações S.A. to acquire the isolated production unit (“UPI”) to be comprised of 100% of the 

shares issued by a special purpose vehicle holding assets and liabilities related to the Company’s and its 

subsidiaries’  outdoor and indoor radiofrequency transmission site activities (the “Oi Companies” and  “UPI 

Towers”, respectively). In accordance with the offer, subject to certain conditions, Highline undertakes to 

acquire the UPI Towers for the amount of R$1,076,740,878, calculated based on the net revenue of the 

telecommunications sites, if it wins the competitive process.  

 On July 18, 2020, Oi published a Material Fact announcing to its shareholders and the market in general that, 

on that date, it received third-party binding proposals for the Company’s mobile operation assets. 

 On July 22, 2020, further to the Material Fact disclosed on July 18, 2020, Oi published a Material Fact 

announcing to its shareholders and the market in general that it signed, on that date, an Exclusivity 

Agreement with Highline do Brasil II Infraestrutura de Telecomunicações S.A., which presented the best 

binding offer, above the minimum price established for acquisition, in a competitive process.   Under the 

Agreement, the Company granted Highline exclusivity, subject to the terms and conditions provided for in 

the Agreement and maintaining the economic terms of the Offer, to negotiate the documents and 

attachments related to the Offer.  

 On July 28, 2020, Oi published a Material Fact announcing to its shareholders and the market in general 

that, at the end of the day on July 27, 2020, it received a revised binding offer made jointly by Telefônica 

Brasil S.A., TIM S.A. e Claro S.A. (the “Tenderers”), in the amount of R$ 16,500,000,000.00, added to the 

commitment to enter into long-term agreements with Oi for the performance of transmission capacity 

services. The revised binding offer made by the Tenderers, which provides more favorable financial 

conditions than the previous proposals, is subject to certain conditions that are common in processes of 

this nature.  

 On August 7, 2020, further to the Material Fact disclosed on July 28, 2020, Oi published a Material Fact 

announcing to its shareholders and the market in general that it signed, on that date, in light of the 

conditions of the revised binding offer made jointly by Telefônica Brasil S.A., TIM S.A. and Claro S.A., the 

Company entered into an exclusivity agreement with the Tenderers on this date, with the purpose of 

negotiating the documents and exhibits regarding the Revised Offer exclusively with the Tenderers. 

 On August 12, 2020 the Company informed its shareholders and the market in general that the 7th Corporate 

Court of the Capital District of the State of Rio de Janeiro has approved the dates suggested by the judicial 

administrator for the new General Creditors’ Meeting (Assembleia Geral de Credores, or “AGC”), designating 

September 8, 2020 for the first call of the AGC, and September 14, 2020 for the second call of the ACG, to be 

held in both cases at Centro de Convenções SulAmérica. 
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CVM INSTRUCTION 358, ART. 12: Direct or indirect controlling shareholders and shareholders who elect 

members of the Board of Directors or the Fiscal Council, and any other individual or legal entity, or group of 

persons, acting as a group or representing the same interests, that attains a direct or indirect interest 

representing five percent (5%) or more of a type or class of shares of the capital of a publicly held company, 

must notify the Securities and Exchange Commission (CVM) and the Company of the fact, in accordance with 

the above article. 

Oi recommends that its shareholders comply with the terms of article 12 of CVM Instruction 358, but it takes no 

responsibility for the disclosure or otherwise of acquisitions or disposals by third parties of interests 

corresponding to 5% or more of any type or class of its shares, or of rights over those shares or other securities 

that it has issued. 

Table 20 – Shares of the Company’s Capital Stock 

  
Shareholding position as of June 30, 2020. 
(1) The outstanding shares do not consider the shares held by the Board of Directors and by the Executive Board. 
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Rio de Janeiro, August 13, 2020. This report includes consolidated financial and operating data for Oi S.A. - 
Under Judicial Reorganization (“Oi S.A.” or “Oi” or “Company”) and its direct and indirect subsidiaries as of March 
31, 2020. In compliance with CVM instructions, the data are presented in accordance with International 
Financial Reporting Standards (IFRS). Due to the seasonality of the telecom sector in its quarterly results, the 
Company will focus on comparing its financial results with the same period of the previous year. 
 
This report contains projections and/or estimates of future events. The projections contained herein were 
compiled with due care, taking into account the current situation, based on work in progress and the 
corresponding estimates. The use of terms such as “projects”, “estimates”, “anticipates”, “expects”, “plans”, 
“hopes” and so on is intended to indicate possible trends and forward-looking statements, which, clearly, 
involve uncertainty and risk, so that future results may differ from current expectations. These statements are 
based on various assumptions and factors, including general economic, market, industry conditions, and 
operational factors. Any changes to these assumptions or factors may lead to practical results that differ from 
current expectations. Excessive reliance should not be placed on these statements. 
 
Forward-looking statements relate only to the date on which they are made, and the Company is not obliged 
to update them as new information or future developments arise. Oi takes no responsibility for transactions 
carried out or investment decisions taken on the basis of these projections or estimates. The financial 
information contained herein is unaudited and may therefore differ from the final results. 
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