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Performance in 2017

See below, and on the next pages, the main performance highlights for 2017. Our financial 

statements are fully available on Algar Telecom’s website. 

Consolidated gross revenue

Algar Telecom’s consolidated gross revenue amounted to R$3,557.4 million, against the R$3,314.0 

million recorded in the previous year, a rise of 7.3% thanks mainly to increased income from the 

Telecom segment. The result reflects our growth strategy, which includes geographical expansion, 

a review of our portfolio of products and services, and offers aimed at boosting customer 

satisfaction and loyalty.

ECONOMIC AND 
FINANCIAL PERFORMANCE

GRI 201-1

  R$ millions 2015 2016 2017  Δ 2016/2017

Gross revenue 3,092.1 3,314.0 3,557.4 7.3%

Telecom 2,229.2 2,413.1 2,606.2 8.0%

B2B  1,220.4 1,354.8 1,444.8 6.6%

B2C 1,074.0 1,104.8 1,193.9 8.1%

Eliminations Telecom (65.2) (46.5) (32.5) -

Tech – BPO/IT Management 862.9 900.9 951.2 5.6%

Tech – BPO/IT Management 905.4 944.1 1,000.6 6.0%

Eliminations (42.5) (43.2) (49.4) 14.4%

Taxes and deductions (673.7) (769.1) (841.9) 9.5%

Net revenue 2,418.4 2,544.9 2,715.5 6.7%
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Telecom

Revenues from the Telecom segment grew 8.0% to a total 

of R$2,606.2 million, accounting for 73% of the total. This 

increase is the result of good performance both in the B2B 

segment, where revenues went up by 6.6% due to an 8.8% 

increase in numbers of corporate customers, and in B2C, which 

improved by 8.1% during the year. The change in revenues 

from B2B and B2C between 2016 and 2017 was affected 

by a reclassification carried out by the Company in January 

2017, when 23,724 customers previously served by the small 

companies market (SME) were transferred to B2C (retail). The 

aim of this change was to provide a customer service channel 

more in line with the needs of these customers. If we ignore 

this reclassification, the annual growth in revenues was 7.9% for 

B2B customers and 6.5% in B2C. 

B2B – revenue from B2B customers, accounting for 55% 

of total Telecom revenue, reached R$1,444.8 million for the 

year. This performance is a consequence of our strategy for 

geographical expansion, focusing on the supply of voice, 

data and IT services to small, medium and large companies. 

With its modern, high-quality network and close, personal 

relationships (advisory service), the Company has gained new 

customers in the regions where we operate. During the last 

year, Algar Telecom has consolidated its presence in the south 

of Brazil, where we started operating at the end of 2015 after 

taking over a regional company. Since then we have opened 

for business in 24 new cities, 16 of them in the southern region 

and 8 in the south east. At the end of 2017, Algar Telecom had a 

total of 95,377 B2B customers.

B2C – revenue from B2C customers in 2017 totaled R$1,193.9 

million, against R$1,104.8 million in the previous year. The number 

of Revenue Generating Units for B2C customers rose to 2,267 

thousand, 3.6% more than in 2016. This increase was due to our 

package strategy, with a combination of services of which the main 

one is high-speed broadband. At the end of 2017, 46% of retail 

broadband customers had plans for speeds of more than 10 Mbps.

Tech – BPO/IT Management 

Consolidated gross revenue from the Tech segment amounted 

to R$951.2 million in 2017, a 5.6% year-on-year increase. This was 

due mainly to higher revenue from Telecom Service Management 

and Technology Environment Management.

Gross Telecom revenue increased by 
8.0%, of which 6.6% corresponds to 
B2B, boosted by an 8.8% growth in 
corporate customers, and 8.1% in B2C
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Net operating revenue

Net operating revenue

In 2017, net operating revenue of Algar Telecom’s consolidated 

Telecom and Tech business segments stood at R$2,715.5 million 

– an increase of 6.7% against 2016.

Operating costs and expenses

Consolidated operating costs and expenses, excluding 

amortization and depreciation, totaled R$1,935.5 million in 

2017, 5.5% higher than in 2016, but growing less than revenue for 

the same period. Business growth was responsible for the rise, 

particularly personnel costs (+2.6%) and leases and insurance 

(+8.6%). Another factor responsible for this increase was the 

organizational transformation, which led to adjustments in the 

Operating costs and expenses (R$ million) 2015 2016 2017

Personnel (852.0) (946.3) (970.6)
Materials (49.9) (62.8) (59.1)
Third party services (461.5) (464.4) (465.5)
Interconnection and connection media (175.8) (129.7) (126.3)
Advertising and Marketing (33.3) (38.8) (41.3)
PDD (31.0) (33.7) (34.8)
Leases and insurance (94.6) (164.8) (179.0)
Others* (78.6) 5.6 (58.9)

Total (1,776.6) (1,834.9) (1,935.5)
*Includes other operating revenue (expenses)

Tech segment, with the recognition of R$33.0 million in non-

recurring effects, namely: (I) R$12.0 million in labor provisions 

for proceedings arising from the BPO operation, with the 

cancellation or reduction of the scope of contracts during 

Brazil’s recent economic crisis; (II) R$11.5 million in business 

restructuring costs; and (III) R$9.5 million in PDD resulting from 

one-off recognition of debts under judicial dispute.

2,418.4

2,544.9

2,715.5

2015 2016 2017
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EBITDA

Consolidated EBITDA amounted to R$780.0 million, an increase 

of 9.9% compared with 2016, with a margin of 28.7%, against 

27.9% in the previous year. This change is the result of a better 

performance by the Telecom segment in 2017.

EBITDA for the Telecom segment was R$716.7 million in 2017, 

growth of 13.1% over 2016. The margin, in turn, went up from 

36.0% to 38.0%. The change is mainly due to the increase of the 

share of B2B customers in the Company’s revenue, and to our 

efforts to achieve greater operating efficiency.

The Tech - BPO/IT Management segment ended the year 

with R$63.3 million in EBITDA, 17.2% below the figure for 2016. 

The margin was 7.2%, against 9.1% in the previous year. 2017 

was a year of changing emphasis in the Tech segment. The 

macroeconomic crisis led to the cancellation of some contracts 

with customers and a reduction of the scope of others. At 

the same time, we recognized a total of R$33 million in non-

recurring costs, as explained above. To face these challenges, we 

have implemented a major program for operating efficiency, and 

the results have been exceeding the targets we set. Excluding 

one-off effects for the year, the EBITDA margin was 11%, 2 

percentage points higher than in 2016.

Depreciation and amortization

 R$ in millions 2015 2016 2017   Δ   2016/2017

Telecom     

          EBITDA 537.2 633.5 716.7 13.1%

          Margin 32.6% 36.0% 38.0% -

BPO/IT 
Management

    

          EBITDA 104.6 76.5 63.3 (17.2%)

          Margin 13.6% 9.1% 7.2% -

CONSOLIDATED     

          EBITDA 641.8 710.0 780.0 9.9%

          Margin 26.5% 27.9% 28.7% -

The consolidated 
EBITDA amounted to 
R$780.0 million, up by 
9.9% against 2016
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Depreciation and amortization totaled R$327.0 million in 2017, 

3.0% higher year on year. The rise is due to a higher level of 

investment in the Telecom business, in projects which have 

already became operational for modernizing and expanding our 

networks and the quality of our services. 

Net financial result

The net financial result for the Company was R$141.7 million 

in 2017, a drop of 10.2% (R$16.1 million) compared with 2016. 

Lower financial expenses, in spite of higher debt balances, were 

mainly the result of the fall in the average rates of the indexers. 

The average interbank deposit (CDI) rate fell from 14.00% in 2016 

to 9.93% in 2017, while the IPCA inflation index was down from 

6.29% to 2.94%. The official long-term interest rate (TJLP), in turn, 

went from 7.50% in 2016 to 7.13% in 2017.

Net income

Algar Telecom ended the year 2017 with net income of R$229.6 

million, against R$183.6 million in 2016. The margin on net 

operating revenue rose to 8.5% from 7.2%. The change in net 

income, even with a higher level of depreciation, is due to an 

increase in operating cash generated, measured by EBITDA,  

and a lower volume of financial expenses. 

Debt

Gross and net debt of Algar Telecom as at December 31, 2017, 

stood at R$1,613.1 million and R$1,401.1 million, respectively, 

against R$1,434.3 million and R$1,262.8 million in 2016. The 

increase of R$178.8 million in gross debt is explained by funds 

raised to finance part of the year’s investments, which totaled 

R$542 million. Net debt, in turn, grew by 10.9%, and the 

Company ended 2017 with a cash balance of R$212.0 million. 

Algar Telecom continues to show leverage ratios below the 

Schedule of repayment of gross debt (R$ million)

In 1 year 331.8

From 1 to 2 years 302.9

From 2 to 3 years 135.7

From 3 to 4 years

After 4 years

21%

19%

8%

26416%

578.736%

limits imposed by internal and external covenants. The debt 

profile is long-term, with 21% falling due in the short term 

and 60% with maturities longer than 2 years, a comfortable 

level for the Company. The net debt/EBITDA ratio is 1.8x. As at 

December 31, 2017, 47% of the debt was indexed to the IPCA, 

45% to the CDI rate, 6% to TJLP, and 2% was at fixed rates.
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Value Added Statement (VAS)

This represents the economic value generated by our business which we share with the public. 

In 2017, our operations generated net added value of R$2,342 million, against R$2,182 million in 

2016. This means that of every R$1 of gross revenue, Algar Telecom distributed R$0.63 to the 

public. The greater part was directed to employees, in the shape of salaries and benefits, and 

to the government as taxes, charges and contributions.

16 The amount of investments in the Tech - BPO/IT Management segment was adjusted, in relation to the figure previously disclosed.

Investments (R$ million)

2015 2016 2017

55
501 508 542

124
113

110

30
48

40

306 336
389

Growth of networks 
and customers

BPO/IT Management

Operations maintenance 

Acquisition of 
Telecom company

Most investments carried out 
in 2017 aimed at expanding our 
networks, a focus on updating and 
growing broadband networks

Investments

Investments in 2017 amounted to R$542.0 million. The greater part of these funds (72%), R$389.3 

million, was channeled into network expansion – in particular the infrastructure necessary to 

provide data services to B2B customers, the modernization and expansion of broadband networks, 

taking fiber optics to homes instead of metal cables, and expanded mobile networks. The Tech 

segment16 accounted for 7% of the funds (R$39.5 million) and R$113.2 million (21%) was used for 

operational maintenance and to ensure the quality of services.
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VAS - in million of R$ 2015 2016 2017

1. Revenue 3,137 3,430 3,660

          Sales of goods and services 3,092 3,314 3,557

          Other revenue 76 150 138

          Provision for doubtful debts  (31) (34) (35)

2. Inputs purchased from third parties (917) (930) (992)

          Cost of goods and services sold (5,780) (555) (579)

          Materials, energy, third party services etc. (338) (376) (413)

3. Value added (gross) 2,220 2,500 2,669

4. Retentions (288) (318) (327)

          Depreciation, amortization and depletion (288) (318) (327)

5. Net value added 1,931 2,182 2,342

6. Value added received in transfer 47 60 52

          Financial revenue 47 60 52

7. Total value added for distribution 1,978 2,242 2,394

8. Distribution of value added 1,978 2,242 2,394

          Personnel and charges 801 888 893

          Tax, charges and contributions 750 867 985

          Interest and leases 274 303 286

          Dividends 50 63 77

          Earnings retained for the year 103 121 153


