PrRoTOCOL OF MERGER AND
INSTRUMENT OF JUSTIFICATION OF

VIVO PARTICIPACOES S.A.

INTO

TELECOMUNICAGCOES DE SAO PAULO S.A. — TELESP

By this private instrument, the parties described below, by their Officers, in witness thereof, enter
this Protocol of Merger and Instrument of Justification (“Protocol”), in accordance with articles
224, 225 and 226 of Law N. 6.404, dated as of December 15, 1976 (“Brazilian Corporate Law™),
observing the applicable provisions of Instruction N. 319 of December 12, 1999, issued by the
Brazilian Securities Exchange Commission — Comisséo de Valores Modiliarios (“CVM”).

@) TELECOMUNICAGOES DE SAO PAuLO S.A. — TELESP, publicly-held Corporation,
incorporated in accordance with the Brazilian laws, headquartered in the City of Sdo Paulo, State
of S&o Paulo, at Rua Martiniano de Carvalho, 851, enrolled with CNPJ/MF under No.
02.558.157/0001-62, hereby represented, in the terms of its By-laws, (“Telesp”);

(b)  Vivo PARTICIPAGOES S.A., publicly-held Corporation, headquartered at Av. Roque
Petroni Junior, n° 1464, in the City of S&o Paulo, State of S&o Paulo, enrolled with CNPJ/MF
under No. 02.558.074/0001-73, hereby represented, in the terms of its By Laws (“Vivo Part.”);

being Telesp and Vivo Part., jointly referred to as “Parties” or “Companies”;

and as Intervening Party,

(©) Vivo S.A., closely-held Corporation, headquartered at Av. Higienopolis, n°® 1.365, in the
City of Londrina, State of Parana, enrolled with CNPJ/MF under N. 02.449.992/0001-64, hereby
represented, in the terms of its By Laws (“Vivo”), wholly-owned subsidiary of Vivo Part.

1. JUSTIFICATION.

WHEREAS on April 27, 2011, the extraordinary general meetings of each Party have approved a
corporate restructuring which consisted of the merger into Telesp of the totality of shares of Vivo
Part., with Vivo Part. becoming a wholly-owned subsidiary of Telesp, entitling to the
shareholders of Vivo Part. new shares of Telesp;

WHEREAS the merger of shares of Vivo Part. into Telesp aimed at the consolidation of the
shareholding base of Telesp and Vivo Part., as well as the simplification of the corporate



structures of the Companies, both until then publicly held and listed in BM&FBOVESPA S.A. —
Bolsa de Valores, Mercadorias e Futuros and with American Depositary Receipts (“ADRs”)
traded in the United States of America, providing its respective shareholders the the participation
in a sole company with shares traded both in Brazilian and abroad markets, rationalizing the cost
structure of the Companies;

WHEREAS as disclosed in the Notice of Material Fact dated as of March 25, 2011, the Parties
would consider studies regarding the possibility of continuation of the Companies’ structure
simplification process;

WHEREAS Telesp is a concessionaire of Commuted Fixed Telephony Services (STFC) in the
modality of Local and Toll Carrier in several regions and that Vivo Part. currently is a company
which holds the authorization for Mobile Cellular Services (“SMP”) in State of Minas Gerais
territories (Region | of PGA) and, in its turn, Vivo, a wholly-owned subsidiary of Vivo Part.,
holds the other activities and authorization of SMP rendering of services in other regions; and

WHEREAS, after studies made, the Parties understand that the continuity of the corporate
structure simplification process of the Companies, which currently hold different administrative
structure, in order to reduce administrative and operational costs, should involve (i) the
concentration of the authorizations for the SMP services (currently held by Vivo Part. and its
wholly-owned subsidiary Vivo), in a sole company (Vivo), consolidating the activities and the
Authorization Terms for the Exploration of SMP in a sole company followed by the (ii) merger
of Vivo Part. into Telesp’s net worth.

The Parties understand that the merger of Vivo Part. into Telesp, as per the terms of this Protocol,
preceded by the contribution of the commercial establishments, including the assets and rights
related to the SMP rendering of services, as well as the authorizations for the SMP rendering of
services (currently held by the Company) in the State of Minas Gerais (“MG Assets and Rights™)
on the Reference Date, as defined below, to Vivo, such as described in the Notice of Material
Fact dated as of June 14, 2011, is justified, as it will provide the administrative and operational
costs reduction, as well as it will also facilitate the consolidation, standardization and
rationalization of the management of the Companies, and will favor the business integration and
synergy generation therefrom.

2. CAPITAL STOCK OF TELESP AND VIVO PART.

2.1. Telesp Capital Stock: The capital stock subscribed and paid-in of Telesp currently
amounts to R$ 37,798,109,745.03 (thirty seven billion, seven hundred ninety eight million, one
hundred and nine thousand, seven hundred forty five reais and three cents), divided into
1,125,601,930 shares, being 381,587,111 common shares and 744,014,819 preferred shares,
book-entry and without par value.




2.2.  Vivo Part. Capital Stock: The capital stock subscribed and paid-in of Vivo Part. currently
amounts to R$ 8,780,150,322.86 (eight billion, seven hundred and eighty million, one hundred
and fifty thousand, three hundred and twenty two reais and eighty six cents), divided into
400,713,827 shares, being 137,269,188 common shares and 263,444,639 preferred shares, book-
entry and without par value.

3. MERGER, VALUATION AND MERGED COMPANY NET WORTH.

3.1. Reference Date and Valuation: by the merger of Vivo Part., the net worth of Vivo Part.
shall be transferred to Telesp. The net worth of Vivo Part. to be merged into Telesp was
evaluated based on its book value, dated as of August 31, 2011 (“Reference Date”), according to
the accounting practices adopted in Brazil. The Valuation Report of the net worth of Vivo Part. to
be merged into Telesp, in accordance with article 227, of Brazilian Corporate Law, was prepared
by Ernst & Young Terco Auditores Independentes S.S., enrolled with CNPJ/MF under N
61.366.936/0001-25, "ad referendum” of the shareholders of the Parties of this Protocol.

3.2.  Equity variation in Vivo Part. between the Reference Date of the transaction and the
effectiveness of the merger, shall be absorbed by Telesp.

3.3. Merged Company Capital and Shares: the net worth of Vivo Part. to be merged into
Telesp evaluated in the amount of R$ 10,293,315,101.48 (ten billion, two hundred ninety three
million, three hundred and fifteen thousand, one hundred and one reais and forty eight cents), is
described and characterized in the Valuation Report.

3.4. Merged Company Extinction: by the merger of Vivo Part. and the consequent transfer of
its net worth to Telesp, Vivo Part. shall be extinguished in accordance with the article 227 of
Brazilian Corporate Law, being the Administrators of Telesp responsible to carry out the
registration and publication of this transaction documents.

3.5.  Merging Company Net Equity: the merger of Vivo Part. into Telesp, as described above,
shall not cause a capital increase of the Merging Company, once Telesp has already accounted on
its net worth Vivo Part. shares value, being not applicable the exchange of shares of non-
controlling shareholders of the Merged Company by shares of the Merging Company.

4, MERGING COMPANY SHARES, EXCHANGE OF SHARES HELD BY VIVO PART., POLITICAL AND
EQuITY RIGHTS.

4.1.  Absence of Criteria in the Determining of the Exchange Ratio and Valuation: whereas
Vivo Part. is currently a wholly-owned subsidiary of Telesp (with absence, therefore, of minority
shareholders in Vivo Part.), the shares issued by Vivo Part. shall be canceled and the shares of
Vivo held by Vivo Part. shall be transferred and held by Telesp.




4.2.  Absence of Exchange Ratio: whereas the absence of non-controlling shareholders of Vivo
Part., once it is a wholly-owned subsidiary of Telesp, it is not applicable to establish an exchange
ratio of shares of Vivo Part. non-controlling shareholders by shares of the Merging Company.
Pursuant item 4.1 above, Telesp shall hold, directly, Vivo Shares, in the same quantity and nature
and with the same rights of the shares previously held by Vivo Part., resulting from its extinction.

4.3.  Absence of net worth Valuation at market price for the purpose of Article 264 of Brazilian
Corporate Law: whereas the current transaction of merger do not imply in capital increase of the
Merging Company neither in amendment to the shareholding of its shareholders, once there are
no Vivo Part. non-controlling shareholders, there is no exchange ratio, and therefore, there are no
non-controlling shareholders interest to be protected and right to withdraw regarding Vivo Part.,
and, therefore, in accordance with recent understandings of CVM already stated in similar queries
and mentioned in Resolution CVM N. 559/08, the provision of the article 264 of Brazilian
Corporate Law is not applicable.

5. OTHER APPLICABLE CONDITIONS.

5.1. Corporate Acts: Extraordinary General Shareholders Meetings of Vivo Part. and Telesp
will be held for the analysis and resolution regarding the transaction contemplated in this
Protocol.

5.2. Absence of Right to Withdraw: as above referred, right to dissent and the exercise of right
to withdraw of Vivo Part. non-controlling shareholders, as provided in the articles 136, item (ix)
and 137 of Brazilian Corporate Law, are not applicable.

5.3.  Succession: the Merging Company shall succeed Vivo Part. in all its rights and
obligations, being jointly liable for Vivo Part. obligations pursuant to the provisions of articles
227 and 232 of Brazilian Corporate Law..

5.3.1 Vivo Capitalization prior to the Merger. Prior to the merger of Vivo Part. into Telesp, MG
Assets and Rights evaluated on the Reference Date shall be contributed by Vivo Part. in Vivo
capital increase. Whereas the capital increase shall occur immediately before the merger and,
after the Reference Date, Vivo Part. may have receivable and/or payable accounts, however
related to the commercial establishments, including assets, rights and obligations transferred to
Vivo by the time of its capital increase, after the merger of Vivo Part. into Telesp, Telesp, as
successor of Vivo Part., shall credit to Vivo and Vivo shall pay to Telesp (as applicable) the
equity variation related to the net assets contributed by Vivo Part. to Vivo, in such a manner that
the capital increase calculated according to Vivo Part. net assets to be contributed to Vivo on the
Reference Date will not be altered. In addition, the the appraisal of Vivo Part. net worth for the
purpose of its merger into Telesp will not be amended in view of the contribution of a portion of
Vivo Part. net assets to Vivo, once Vivo net worth value is reflected into Vivo Part. net worth
value.

5.4.  Authorization. Without prejudice of item 3.4. of this Protocol, once the merger of Vivo
Part. is approved, the Officers of the Merging Company shall be responsible for and authorized to



take the necessary measures for the implementation of the terms and conditions agreed upon this
Protocol, as set forth in the applicable legislation.

5.5.  Prior Approval of ANATEL. This merger of Vivo Part. and its extinction was submitted
to the prior analysis and approval of the National Telecommunications Agency — ANATEL,
which has approved it in the terms of the Act N. 5,703, dated as of August 16, 2011, published in
the Official Daily Government Newspaper (DOU) on August 18, 2011.

5.6.  Jurisdiction. For all matter arising out of this Protocol, the parties elect the jurisdiction of
the Capital City of the State of S&o Paulo.

And, in witness whereof, the Parties execute this instrument in 06 (six) counterparts of same
content and for the same effect, in the presence of the undersigned witnesses.

Séo Paulo, September 13, 2011.

VIVO PARTICIPACOES S.A.

TELECOMUNICACOES DE SA0 PAULO S.A. — TELESP

VIvo S.A.

Witnessess:




