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METHODOLOGICAL NOTES /O 6

The presentation of this Report obeys the following criteria:

Global Reporting Initiative

Portugal Telecom’s enterprise sustainability report is drawn up in accordance with the directives from the Global
Reporting Initiative, G3 1, A+ level. The index referring to the GRI indicators is at the end of this Report and identifies
the fulfilment of the requirements demanded by the level, relative to profile and performance indicators, including
also the telecommunications sector indicators.

Period of the published information

This Report contains data pertaining to PT's profile throughout 2011. PT publishes the company Sustainability Report
annually together with the Annual Report, the latest edition of which pertains to 2010.

Scope of the report

The information available pertains mostly to PT's operations in Portugal where the Group holds a stake of over 50%.

Structure and information published

The structure and information published in this Report represent PT's commitment to transparency and sharing policy
to the stakeholders, evidencing the targets achieved and the policies adopted in order to guarantee long term
business sustainability. This way, PT aims to respond to the issues raised by the market, especially the financial
community (investors and analysts) both at national and international level. The identification of the material issues of
PT's sustained management, included in this Report, was done in accordance with the GRI principles for defining the
content, in particular the principle of materiality, stakeholder inclusion, sustainability context and completeness,
resulting in the analysis of the information received from our stakeholders, through the respective communication
channels and a sampling survey (please see pages 28-31).

Auditing and truthfulness of the presented data

This Report is subject to a verification process of all the information contained therein, aligned with the GRI directives
in what pertains to contents credibility and quality and auditing guidance by an external independent entity.
Criteria used in the presentation of the economic, social and environmental data

The data presented is based on the information systems of the Group and is based on the International Financial
Reporting Standards — IFRS, fiscal system, labour and environment legislation, the principles of conduct adopted by
the Group, the ten principles of the Global Compact of the United Nations, the AA1000 Accountability Principles as
well as the GRI directives.

Suggestions for improvement

This Report incorporates the suggestions for improvement, which are transmitted through the channel open for this
purpose at www.telecom.pt. Contribute yourself as well.
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Customer segment

Residential
Personal
Enterprise
Other

Customer segment
Residential

Personal

Enterprise

Other

(1) For the 12 months ended 31 December 2011.

Unitel 25% (a)(b) Angola Mobile
CTM 28% (b) Macao

MTC 34% (a)

CVT 40% (a)

CST 51% (a) Sao Tomé e Principe Wireline, mobile

(a) These stakes are held by Africatel, which is controlled 75% by PT. (b) These stakes are consolidated by the equity method of accounting.

Systems and IT [PT Sistemas de Informacao 100%]; Innovation, research and development [PT Inovacao 100%];

Backoffice and shared services [PT PRO 100%]; Procurement [PT Compras 100%];
Call centres and telemarketing services [Contax in Brazil 44.4% and PT Contact 100%.
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After completing this three year period, I would like to share with
you all the success and all the difficulties that we found to dignify
our company and all our stakeholders in a strongly challenging
environment, both nationally and internationally.

The path to sustainability is a commitment that we intend to
honour and that we will be glad to walk with you showing you
that, in addition to the objectivity and cold numbers that identify
our economic, environmental and social performance, we also
want to continue to be an active partin building a more inclusive,
responsible and environmentally balanced society.

We faced moments of strong socio-economic constraints, of
greatevolution in the area of the information and communication
technologies and huge challenges related to reconciling these
facts, with ethics in relationships, environmental preservation and
social responsibility.

We updated our Code of Ethics and involved the entire value
chain in the implementation of the principles advocated. The
issues related to human and labour rights, including equality of
opportunities and gender, were further specified in this last
review, conducted between 2009 and 2010.

With the evolution of the sector and, consequently, of consumption
habits, we started to look at technology not as an end but as a
means to achieve it. We tried to always adjust our activity to
improve quality of life for people, business for companies as well as
environmental balance. We changed the organizational logic of
the company to put it at the service of the interests of different
customer profiles and strategic objectives to which we are
committed. We made structuring investments in terms of next
generation networks - Fibre-to-the-Home - and broadband,
believing that we laid the foundations for a new way to interact,
communicate and work over the next 100 years.

| SUSTAINABILITY REPORT 2011



We changed the paradigm: we invested and innovated

Over these three years, we invested significantly in what we believe are the competitive advantages that will
ensure sustainability in the future:

Investment

Throughout the 2009-2011, our investment was over Euro 2 billion in Portugal, which represented about 22%
of our revenues, and an unequalled investment cycle in telecommunications in Portugal and in Europe.

Infrastructures

We built a fibre network to the home (FTTH) covering 1.6 million homes. This is one of the best and most
advanced fibre-optic infrastructures in Europe and in the world, which was recognized in February 2011 by the
FTTH Council as the best in Europe. This investment allows us to develop and deliver new services and features
to the market and thus secure a commercial offering, which is both more environmentally friendly and socially
responsible.

We also pioneered in Portugal the launch of LTE - Long Term Evolution - the fourth mobile generation and have
an ambitious investment program, which guarantees not only the largest nationwide coverage as well as an
innovative and pioneering offer that enables traffic sharing between two devices.

We are also building a new data centre that will not only become one of the largest in Europe, but also an
example of sustainability. It will be located in an interior area of the country where it will create new jobs and
will be air-conditioned and powered mainly by wind and photovoltaic energy. It is estimated that this new data
centre, compared to the current ones, will reduce its energy dependence by about 40%.

Innovation, Research & Development

With the conviction that innovation is and will be the main factor of market differentiation and future
sustainability, we reoriented our organization towards a culture of innovation and research & development. We
have created a program - OPEN - in which all employees are invited to participate and provide solutions based
on empirical, scientific knowledge and also the fruit of learning and sharing with all our partners - suppliers,
customers and universities. This reorientation has earned the recognition by the European Commission, that PT
is the company that invests most in R&D in the country.

More environmentally and socially responsible value chain

Together with our suppliers and partners, we began the development and commercialization of ICT services
and solutions that induce positive impacts on the environment and society. Home automation, remote
monitoring, virtual storage and management of data, pricing plans tailored to all customer profiles, less energy
dependence of equipment, as well as platforms and guidelines on the proper use of the new ICT related
features are the genesis of the reorientation of our commercial offering.

We paid special attention to the areas related to education, health and safety.

PORTUGAL TELECOM | SUSTAINABILITY REPORT 2011
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Safe ICT use

The issues related to data security and protection, both for persons and businesses, were also the object of
special and increased attention during this three-year period. We prepared, adopted, and extended to our
value chain an Information Security Policy adapted to all information and communication systems and
technologies.

Additionally, the safe and proper use of information technologies by the young was also a priority. We prepared
a national awareness program — Communicating Safely - which we released and implemented in the national
school community, and provided guidelines for use and parental control on our websites. With these initiatives,
we believe that we are contributing to the dignity of the use of services and content associated with it.

Digital inclusion and literacy

We all recognize that digital inclusion and literacy have shown to be key pillars in fostering new socio-professional
opportunities, and consequently, in the progress of the economy and a more responsible citizenship.

The widespread use of information technologies, the increasing diversity of provision of broadband solutions and
services and the programs of support to the community, in particular, the groups of citizens with special needs
continue to be the focus of the social responsibility initiatives in which we believe and engage more and more.

International participations

This was also a three-year period marked by the acquisition of Vivo by Telefénica and the establishment of a
new strategic partnership with Oi. This partnership, supported on the acquisition of a controlling stake of 25.6%
achieved in March 2011, will allow PT to maintain a prominent position in the Brazilian telecommunications
market and benefit from its high growth potential.

At Oi, together with our partners and the local management team, we are focused on sharing knowledge,
experience and technological innovation, hoping thus to contribute positively to the challenges that we will
face and to continue to leverage the sustainability of the respective activities and stakeholders who participate,
directly or indirectly.

We have been recognized, we are grateful and want to strengthen our confidence

This three-year period was especially gratifying for PT. It is always with great satisfaction and a feeling of
increased responsibility that we see our commitment and results being recognized by several national and
international external entities.

After a detailed and thorough assessment, conducted by the SAM Group, the sustainable performance of PT
was recognized, so we were included in 2010 in the most renowned sustainability index at international level,
the Dow Jones Sustainability Index (DJSI). This recognition continued in 2011 so PT became one of five
companies in the industry worldwide to be part of this index.
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At this time, PT is the only Portuguese company in the sector included in the main international indexes and
rankings of sustainable investments, which include: DJSI, FTSE4Good, ETHIBEL Excellence, Global ESG Leaders
Index and ECPI Ethical Index.

We are also regarded as one of the 500 most valuable brands in the world, according to an evaluation by Brand
Finance.

At national level, we ranked in the top 10 in the Engagement Rating Portugal 2011,

Also, our customers, suppliers and employees recognized the strategy followed and expressed this appreciation
through assessment studies conducted by external and independent parties.

These awards, in addition to being a strong source of pride for all of us, are also an excellent incentive to
reinforce our commitment to the sustainability strategy assumed and that we want to remain part of the daily
management of the company.

This Report, now in its eighth edition, aims to be a space of reflection, transparency and sharing of the impacts
of our activity on the economy, environment and society. We have had the ambition to do better each year and
to increasingly meet the expectations of our readers.

So I would like once again to express my thanks to all those who have participated in the challenges that we
face and to share the summary of the progress and results achieved over the last three years, and in particular
in 2011, by publishing this Report, prepared in accordance with the most demanding level guidelines of the
Global Reporting Initiative and AAT000.

We will continue to invest in the future: Portugal, the Portuguese and
society in general.

Count on us, we will continue to count on you.

ko

Zeinal Bava
Chief Executive Officer
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HIGHLIGHTS 2011

1.1. PERFORMANCE AND IMPACTS ON SOCIETY

a.IMPACTS IN THE COUNTRY

The relevance of our activity to the national economy is evidenced by examining the following indicators:

2009 2010 2011

Consolidated revenue of PT over domesticGDP 22%  22% 36%

Consolidated investment of PT over total investment in the country 2.0% 2.4% 4.3%

Revenues of PT in Portugal over domestic GDP 2.0% 1.9% 1.7%

PT employees in Portugal over domestic employment 0.2% 0.2% 0.2%
@vestment of PT in Portugal over total investment in the country 2.0% 2.1% 2.3%J

Note: The source of data on GDP at current prices, employed population and investment/gross fixed capital formation (GFCF) of the country is INE.

a N

2.0%

PERCENTAGE OF PT'S CONSOLIDATED PERCENTAGE OF PT’'S CONSOLIDATED INVESTMENT
REVENUES VS. DOMESTIC GDP VS. TOTAL INVESTMENT IN THE COUNTRY

K 2009 772010 IZOHJ

Consolidated data of the Group.

~

0.2%

PERCENTAGE OF PT'S REVENUES PT'S CONTRIBUTION TO NATIONAL PERCENTAGE OF PT'S INVESTMENT
VS. NATIONAL GDP EMPLOYMENT VS. TOTAL INVESTMENT IN THE COUNTRY

K 2009 [ 2010 IZOHJ

PT data in Portugal.

Despite the slight decrease of the contribution to gross domestic product and domestic investment, the
company has increased its importance as an employer in the Portuguese business scene.
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Furthermore, countering the domestic economic and financial conjuncture during the last three years,
PT assumed an aggressive investment strategy, especially in next-generation networks and continued
thus to represent an important share of total investment in the country.

In 2011, we contributed with 1.7% to GDP, 0.2% to employability, and 2.3% to domestic investment -
facts that demonstrate the contribution of the PT to the socioeconomic development of the country.

b. IMPACTS IN THE TELECOMMUNICATIONS SECTOR

The contribution of our activities to develop the sector in Portugal may be evidenced through the
following indicators:

Consolidated operating revenues of PT over the industry’s operating
revenues in the country 50.6% 50.7% 80.9%

Consolidated operating costs of PT over the industry’s

31.9% 31.6% 52.9%
100.6%

\
Note: The reported information is based on the division between the financial information of PT and information of the electronic
communications sector from ANACOM. Since industry data is provided with a delay of one year, the industry-information on the previous

year and respective corrections incorporated is considered in the calculation of the various items. Data in relation to the sector were
obtained from the 2009, 2010 and 2011 editions of ANACOM's Yearbook of the Communications Sector.

a N

PERCENTAGE OF PT'S CONSOLIDATED CONSOLIDATED OPERATING REVENUES CONSOLIDATED INVESTMENT OF PT
OPERATING REVENUES VS. INDUSTRY’S OF PT VS. INDUSTRY’S OPERATING VS.INDUSTRY’S TOTAL
OPERATING REVENUES IN THE COUNTRY REVENUES IN THE COUNTRY INVESTMENT IN THE COUNTRY

K 2009 2010 IZOIy

Consolidated data of the Group.

~

OPERATING REVENUES OF PTIN OPERATING COSTS OF PTIN PTEMPLOYEES IN PORTUGAL  INVESTMENT OF PT IN PORTUGAL
PORTUGAL VS. INDUSTRY TOTAL  PORTUGAL VS. INDUSTRY TOTAL VS. INDUSTRY TOTAL VS. INDUSTRY TOTAL

\_

2009 712010 [ 2011

PT data in Portugal.

PORTUGAL TELECOM | SUSTAINABILITY REPORT 2011



. HIGHLIGHTS 2011 | PERFORMANCE AND IMPACTS ON SOCIETY

We are the global leader in the telecommunications sector at domestic level. We are the leading sector
employer, employing 90% of its employees. We also continue to be the main domestic investor in the
sector of electronic communications, representing 59.4% of total investment, although its contribution
decreased slightly over the last three years. Highlight should go to the investment effort made in next-
-generation networks, including FTTH (Fibre-to-the-Home), conducted over these three years and that
already covers 1.6 million homes.

INNOVATION, RESEARCH & DEVELOPMENT

At PT we believe that Innovation, Research & Development (IR&D) are cornerstones in the rebuilding of
a more solid and sustainable society. Over three years, several projects were launched with the aim to
widen access to broadband internet, improve the speed and quality of customer service and provide an
increasingly broader range of services that meet the expectations of each person and the balance of the
environment.

Evolution

Investment in IR&D / EBITDA

Data from PT in Portugal.

We are the Portuguese company that invested most in IR&D over the past years, according to reports by
the European Commission.

SHAREHOLDERS

PT's commitment to its shareholders is the creation of value. In 2011, operating revenues increased 65%
over 2009, driven by the growth of operating revenues in these markets and the acquisition of Oi in
Brazil. EBITDA (earnings before interest, taxes, depreciation and amortization) benefited from an increase
of 41% compared to 2009, justified by the integration of Oi and Contax. Net income decreased 50%
during the same period, due to the discontinuation of Vivo. With regard to shareholder remuneration, PT
paid a total dividend of Euro 1.30 of which Euro 0.65 correspond to the year 2010, and the remaining
portion Euro 0.65 is the exceptional dividend.
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Evolution
2009%* 2010 2011 09/11
Operating revenue (Euro million)* T 37334 37423 61468  65.0%
% of Operating revenue from operations in Portugal (Euro million)  89.0% 83.5% 47.0% -
Operating Costs (Euro million)* 2,176.5 2,250.6 3,958.9 82.0%
% of Operating Costs from operations in Portugal (Euro million) 85.0% 78.0% 40.0% -
Income from operations (million)* 974.7 694.9 803.9 -17.5%
EBITDA (Euro million)* 1,556.9 14917  2,188.0 41.0%
EBITDA generated by operations in Portugal (Euro million) 1,467.5 1,377.6 1,305.5 -11.0%
Earnings before taxes (Euro million)* 892.6 333.2 531.1 -40.5%
Net income (Euro million)* 684.7 5,672.2 339.1 -50.5%
Qhareholder return (Euro)* 0.58 1.58 1.30 /
*Data from PT in Portugal.
** Without VIVO.
CUSTOMERS

PT is committed to building a lasting relationship of closeness, respect and trust with each customer. The
last three years were marked by significant improvements in the areas of customer care, provision /
installation of services and failures, in line with the suggestions and later subsequent recognition by the
market.

Evolution

2009 2010 2011 09/11

Investment - Capex (Euro million) T 7708 6572 6470 16%
Capex as % of operating revenues 23% 21% 22% -1p.p.
Customer Satisfaction Index - Residential (1 - 10) 78 7.8 7.9 0.1
Customer Satisfaction Index - Mobile (1 - 10) 8.0 8.0 8.8 0.8
Customer Satisfaction Index - Business wireline (1 - 10) 74 7.9 7.6 -0.2
Customer Satisfaction Index - Business wireless (1 - 10) 74 7.5 7.6 0.2
Complaints received/1.000 customers (monthly average) 31.7 26.6 30.7 -3%

Qme spent on treatment of each one - days (monthly average) 3.9 4.1 2.2 —44°/y

e

Data from PT in Portugal.

« In 2011, the response time to customer requests improved significantly and the respective
average level of satisfaction increased.

- Customers now also benefit from the results of a study conducted by PwC, which identifies the
carbon footprint of each minute of conversation on PT's mobile network.

- Customers now also benefit from a commercial offering that has become increasingly
ecologically more appealing.

EMPLOYEES

It should be noted the level of employability assumed by PT, fully countering the national reality.
Attracting and retaining talent is very important for us, since the quality and satisfaction of our employees
has revealed to be a factor of competitiveness, crucial to business success. In this sense, the HR
management process has been renovated and simplified in terms of talent attraction and retention,
recognition, development, life/work conciliation, and health and safety of employees, which will yield
substantial improvements from the point of view of equal opportunities and gender recognition.
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Evolution

2009 2010 2011 09/11

Employees (thousand) 0 10978 10985 11,180 2%

Retirement benefit costs - PRB (Euro million) N/A 38.1 53.9 -

Investment in training (Euro million) 3.3 3.2 3.5 7%

Average hours of training per employee 46 41 50 8%

Employee Satisfaction Index 69% 73% 76% +7p.p.
Beneficiaries of the Safety and Health System 51,986 51,064 50,544 -2%j

Data from PT in Portugal.
N/A - Not available.

ENVIRONMENT

The PT has become increasingly efficient in terms of resource utilization. Except for energy consumption
and carbon emissions, for reasons explained in the chapter “Preserving the Environment’, the company
recorded significant decreases in the consumption of water and materials, and in waste production.
Their energy efficiency improved, since the trafficincreased by 46% per joule of energy consumed.

Evolution

2009 2010 2011 09/11

Investment and expenditures in environmental T
protection (Euro million) 1.0 1.2 2.8 190%
Benefits of the Environmental Management System (Euro million) 0.2 4.4 3.1 1,257%
Carbon Emissions (tons) 177,390 165,620 217,486 23%
Energy consumption (GJ) 1,687,749 1,816,264 1,779,798 5%
Energy consumed derived from renewable sources 40% 42% 26% -14p.p.
Water consumption (m3) 414,307 285,942 295,950 -41%
Consumption of materials (Ton) 25,393 27,147 24,066 -4%

Ti I I I QVaste production (tons) 3,637 3,275 2,980 —18@

: TII ITII

Data from PT in Portugal.

The energy consumption recorded over the last three years countered reduction goals that we had set,
for the opportunity to invest in next-generation networks, led to lower efficiency in energy consumption.
This trend began to reverse in 2011 and will continue in the next three years as the traditional networks
are being discontinued.

CO, emissions, also varied greatly over the three years, because the energy consumed had incorporated
42% of renewables in 2010, while in 2011, no rain and no wind, caused a greater reliance on traditional,
more pollutant energy sources.

SUPPLIERS

PT believes that ensuring a wide base of suppliers, in line with their values, principles and procedures is
an important factor for competitiveness and sustainability of everyone's businesses. For this reason, over
the last three years, it has been investing in measures that contribute to greater sustainability of its value
chain, as well as greater transparency, fairness and accuracy of the purchasing process.
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Evolution

2009 2010 2011 09/11

Distribution of wealth to suppliers (Euro milliony* 420820 33730 7920  -81%
Distribution of wealth to domestic suppliers (Euro million)* 1,065.5 11,2823 7532 -29%
Suppliers registered on the Portal 1,083 1246 1,217 12%
Percentage of domestic suppliers registered on the Portal 89% 86% 87% -2p.p.
&verage scoring of alignment of suppliers with PT 74% 71% 75% +1p.p.

Data from PT in Portugal.
*The purchase volume decreased significantly in 2011 due to the alienation of the existing operation in Brazil -, VIVO - and the fact that the
largest investments in the fibre-optic network (Fibre-to-the-Home) have already been made in previous years.

SOCIETY

The efforts of PT for the development and enhancement of society in the community are based on the
commitment to contribute to improving the Information Society and the living conditions of all. This
work is embodied, whether in promoting innovation and providing products and services for all
audiences, as in fostering digital inclusion, social, educational and professional programs, and the
inherent promotion of knowledge, health, safety of persons and property and the environment.

Evolution

2009 2010 2011 09/11

Payment of taxes (Euro million) 77 igs9 775 1082 “41%
Investment in promoting the information society (million) 170.7 63.2 49.1 -71%
Corporate Investment in the community (Euro million) 45 49 4.4 -2%
Hours of corporate volunteering 2,310 1,550 4,354 88%
PT volunteers 379 270 573 51%

Qecipients of corporate volunteering programs 4,125 7,500 19,175 365‘@

Data from PT in Portugal.

MEDIA

PT is one of the Portuguese companies with greater impact on the economy and society at domestic
level. The businesses in which it is involved, their contribution to GDP, the number of employees that it
has, the number of customers who have shown their preference for PT, the innovation capacity that it
has been demonstrating, the corporate social responsibility that characterizes it, the strategy of
internationalization that it has pursued, and their exposure as publicly traded company, continue to
attract great interest from the media that monitor and regularly publish information on PT's activities. PT
has an attitude of relationship with the media of full cooperation and transparency.

Evolution
2009 2010 2011 09/11

Number of news pieces originating from the media 27,850 52,538 26,430

Data from PT in Portugal.
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Aware that the messages conveyed by the media significantly influence the reputation of any entity, PT
has with the media, either international, national or regional, a daily relationship of proximity, rigour,
transparency and impartiality, ensuring the collection, processing and dissemination of information on
the Group's activities - either proactively or clarifying the issues addressed by those.

CONTRIBUTION OF THE SUBSIDIARIES TO THE ECONOMIC DEVELOPMENT OF
THEIR RESPECTIVE COUNTRY

The consolidation of the international presence of PT transfers significant economic, environmental and
social impacts to the sphere of responsibility for the Group. Despite the heterogeneity of the markets
where the subsidiaries operate, and the respective cultural identity that PT makes a point of respecting,
it is important to measure the contribution of each to sustainable development of their country of
origin.

Accordingly, the following table shows the contribution of each company to the creation of wealth in
the countries where they operate.

2009 2010 2011
Uit ol B i g
MTC - Namibia 2% 2% 2%
CVT - Cape Verde 6% 7% 6%
CST-SaoTome &Principe 9% 9% 8%
CTM-Macao 1% 1% 1%
TimorTelecom 8% 8% Q‘y

Note: The GDP information source of all these countries is the World Bank, the Bank of Portugal and the Global Finance. The calculations
have been redone over the previous year, to reflect the final figures.

Conversion rate of each currency to Euro, at the rate of December 31 of each year.
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1.2. AWARDS AND HONOURS

/1. SUSTAINABILITY

Dow Jones Sustainability World Index (DJSI)

PT remained in the DJSI World and European indexes. It is one of five telecommunications companies,
globally recognized for their best practices in sustainability, included simultaneously in the two indexes of
reference in the area of sustainability: FTSE4Good and DJSI.

PT entered this index for the first time.
The STOXX Global ESG Leaders indexes are a group of global sustainability indexes based on a selection
process that is fully transparent and based on clear rules, applied by Sustainalytics.

PT was internationally awarded Gold Class in the Sustainability Yearbook 2011 and Silver in the Sustainability
Yearbooks 2010 and 2012, according to the SAM Group (Sustainable Asset Management), thus marking
their presence in the list of world leaders in sustainability.

Association for the Promotion and Development of Information Society gave the award to Zeinal Bava as
“Personality of the Information Society”in 2010.

PT in the Top 10 ranking - 6" place
This ranking is based on the Accountability Rating, a methodology that evaluates business practices of
sustainability and their impact on the economy, society and environment.

PT is identified in this index, which highlights the best companies in their respective sectors in terms of

ility and corporate responsibility, among areas and regions.

PT is a constituent of the R ECPI R Indexes - Investments in ESG.
Assessment of the performance of companies in ESG.

. Winner in the category “Sustainability Report”

. Winner in the category “Communication Campaign for Social Responsibility”

The grand prix of the Portuguese Association of Corporate Communications (APCE) aims to honour excellence
in organizational communication strategy.

\_ /
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u | AWARDS AND HONOURS

Call Centre Award 2011

Honourable Mention in the category “Social Responsibility”in Call Centre.

International Business Awards

Honourable Mention in the category Customer Service Department of the Year.

Top Ranking Performers Awards (EMEA)
5t place in the category Best Customer Service (In-house Contact Centre).
4t place in the category Best Outbound Campaign.

Information Society Awards
Association for the Promotion and Development of Information Society gave the award to Zeinal Bava as
“Personality of the Information Society”in 2010.

ANACOM study to assess the quality to mobile networks

TMN, as mobile operator in Portugal, is considered to have the best global coverage, both in 2G, and in the
3G network that supports the Mobile Broadband service.

Most family-responsible Company
Distinctive and innovative initiative carried out by AESE (Business School) and Deloitte.

World Awards 2011

Top Performers Gold for Best Recruitment Campaign.
Top Performers Bronze for Best Community Spirit.

Brand Finance - Study 500 ‘most valuable telecom brands in the World; 2011

PT in 72" position in the ranking of the 500 most valuable brands in the world.

Brand Valuation Forum - Ranking of the 50 most Valuable Portuguese Brands

PT in the Top 5 Most Valuable Portuguese Brands

Trusted Brands 2011

Sapo - Internet Service Providers
TMN - Mobile Networks

FTTH (Fibre-to-the-Home) Innovation Awards

PT receives award for Innovation in the “Deployment and Operation of FTTH Networks’, corresponding to
the best and most innovative fibre network implementation

Top Ranking Performers Awards

Gold in the category of Best Technology Innovation (In-house contact centres) - EMEA
PT Customer Area wins silver in the category “Best Contact Centre Technology Innovation” at world level

Ranking of the European Commission of Portuguese Companies that invest in R&D

PT ranked as the Portuguese company that invested most in R&D in 2010.

Lewis E. Spangler - Purchasing Professional Award

PT Compras winner in the area of corporate purchases in 2010.
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MANAGINGWITHETHICS AND RESPONSIBILITY

1. SUSTAINABILITY STRATEGY

1.1. ETHICS AND RESPONSIBILITY IN CREATING VALUE

Transparency, information accuracy and responsible behaviour with mutual respect are undoubtedly
the pillars of trust in brands and of their relationship with the market and society in general. These factors
are also increasingly determinant factors in the decision-making of citizens, customers or investors with
regard to their options in purchasing and use of their capital.

PT took over with a commitment to creating shareholder value by ensuring a sound economic and
financial performance today and tomorrow. To this end, management has maintained a determined and
voluntary attitude that aimed to achieve the best possible balance between the legitimate desire to
generate profit and ethics and respect for environmental preservation and the community where it
operates. The level of achievement of this balance has been a fundamental pillar of strength in business
and worth sharing with shareholders and other stakeholders.

Business ethics and the creation of shareholder value incorporate the following pillars:

/

~

Sustainability in business management

Economic pillar Environmental pillar Social pillar

Social responsibility and company citizenship

The information and communication technologies are increasingly a powerful resource to bring people
closer together, to dematerialise the everyday, and help improve the lives of everyone. Therefore, PT
believes that its activity contributes to benefit society allowing sharing value with the community, the
environment and shareholders.

1.2. DIALOGUE WITH STAKEHOLDERS AND IDENTIFICATION OF NON-FINANCIAL
ISSUES WITH IMPACT ON THE COMPANY

Aware that the options of the stakeholders strongly influence the performance of the Group, PT has

promoted dialogue mechanisms with each one, enhancing the exchange of information necessary for
the adoption of management methods suited to the expectations of all interested parties.
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The identification of the stakeholders with a potential impact on PT’s activity is made taking into account
the following set of assumptions:

/

~

Dialogue and
involvement

Opinion and capacity )
to influence opinions To Ea"? impact
and behaviour of others onbusinesses

Identify risks and

Legitimacy opportunities

\_ /

The process of involvement with the stakeholders and identification of relevantissues in their relationship
with PT uses complementary resources and approaches that aim to incorporate perceptions and market
trends and their likely impact on the activity of the company.

The communication channels provided by the company are and will continue to be the preferred means
of dialogue and engagement with each audience. The close relationship that PT has built through these
channels has allowed to anticipate solutions, as it contributes to, every time, generate ideas, identify
weaknesses and define improvement plans that integrate the interests of all parties. The communication
channels available are described below and most of which are available 24 hours a day, 365 days a year.

@ B

Means of relationship

Analysts / Shareholder - General Shareholder Meeting \ \
- Quarterly and annual reports

a

Face-to-face meetings
Participation in consultations

- Call centres

- Customer Portal

- Network of own stores and agents, and sales
managers

- Market surveys

- Marketing Campaigns

- Bill and electronic bill

Customers

o

J

Employees -Employee Portal
- Organisational climate Survey website Specific
- Company Agreement www.telecompt | Consultation

- Whistleblowing channels

- Corporative Intranet

- Performance assessment and feedback
T

- Supplier portal
- Assessment and feedback meetings
- Specialized dialogue team

Suppliers

Ar e Uy

- Specialized dialogue team
- Directives issued by the authorities

Regulatory Authorities

\_/

- Opinion surveys
- Statistics and assessment
- Participation in work groups

Society at large

)
.

C D
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The relationship held throughout this three year period with the various stakeholder groups allowed to
record the concerns and expectations of each one, add the different ways of expressing each type of
concern and, finally, to systematize generically the relevant non-financial issues and likely impact on the
company’s activity:

4 R

J

- Data privacy and personal information
- Ethics and transparency

- Continued service delivery

- Clear and transparent prices and tariffs
- Innovation

- Employment

- ICT access

- Recycling of equipments and other materials
- Reuse of equipments and other materials

- Eco-efficient products

- Biodiversity

/ANEEVAN

- Non-discrimination

- Youth protection in ICT use

- Health and product safety

- Responsible Marketing

- Balance between family and professional life
- Occupational health and safety

- Solidarity and social responsibility actions /

\_ /

Being sustainability one of PT's five strategic objectives, it was critical to adjust the alignment between
the company and the expectations of stakeholders. For this, we need to know the relative importance
that each one gives to each theme identified and, based on this, find the materiality profile of each issue
and define opportunities for improvement in the performance of the group.

The matrix presented below resulted from the intersection of the results of queries by sample made by
PT with the studies and analyses published by non-governmental organizations and international
analysts, and reflects the criticality of each topic has in 2011:

S §

3¢l
@ A~
Noy

i
|
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N

Importance for the stakeholders

@ Clear and transparent prices
and tariffs

([ Bio-diversity promotion
@ Responsible Marketing

@ Network reliability

@ Relationship ethics

@ Solidarity and social
responsibility

@ Non-discrimination

® Jolunteering

ICT Ss
Digital inclusion
Data privacy
Innovation

Health and safety (company

and user iniciative)
Climate change

@ Customer satisfaction
@ Eco-efficient products
@ Energy consumption

@ Family-profession balance

© Legislation compliance
@ Employee satisfaction
@ Electro-magnetic radiations

@ Social and environmental
criteria in the value chain
@ Risk management

(

Importance of issues for PT

( Important issues

@ Economic

Relevant issues

@ Social

Critical issues

@ Environmental

J

The matrices cleared over three years demonstrated that the issues related to “digital inclusion’,
"Eco-Efficient Products”and “Privacy of customer data”showed higher level of criticality.

The sustainability strategy implemented during the last three years complied as always with the relevant
national, European and American legislation, guidelines from national and international organizations
with which it identifies and consultation to various audiences with whom they interact and benchmarks
performed regularly. The strategic action lines aimed at strengthening competitiveness domestically and
fostering a growth agenda at international level, taking into account the possible balance between the
interests of all interested parties.
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1.3. STRATEGIC PRIORITIES AND ACTION PLANS OVER THREE YEARS
The strategic axes of sustainability are based on the critical issues identified and addressed in an action

plan which, in turn, was adjusted and measured in each year of the triennium. The achievements
obtained are listed in the table below:

f

Achievements over the three year period

- Implementation of the new fibre network (FTTH) - more than 1,6
million homes;

Network reliability

(=)

- “Disaster recovery” plans readapted.

v

Customer satisfaction - Average satisfaction level always above 7.8 (scale 0-1).

- Development, implementation and dissemination of the Policy of
Personal Data Privacy at PT;

Data privacy

(N o)

- Awareness of employees in policy - 100%.

N\ /UJ

~

NI NG| NI/

Clear and transparent - Online availability of price simulator;

prices and rates

(30)

- Provision of tariffs on the website of each service and/or brand
marketed by the company.

J

- Creation of commercial offering converged across networks and
devices - with flat rates per user profile;

Innovation

an

- Creation of functionalities related to interactivity and usability of
television contents;

- Development of the project the largest and most sustainable data
centre in Europe - construction started in 2011. /

- Implementation of National Broadband Network; \
- Art scientific universal - telephone service guarantee for all;

ICT access

- Price plan for customers with special needs;

- Support for the acquisition of broadband devices for the national school

community.

Ethics in relationship - Codes of Conduct reviewed. Started to incorporate issues of human \
rights, equal opportunities and non-discrimination;

a ﬁUf

- Communication channels available 24 hours a day, every day of the
year.

—

/

Risk management - Integration in risk management model of non-financial issues on
environment, human rights and health and safety, in the value chain.

\_ /
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Achievements over the three year period

Climate change - Definition of the energy strategy;

(&)

- Implementation of next-generation networks with less energy
dependence;

- Implementation of plans of monitoring and mitigation of natural
disasters (fires and floods).

- Protocols with the Institute for Nature Conservation for the conservation
endangered bird species that nest on PT equipment.

Biodiversity

U!/U/

- Replacement of air conditions and lighting equipment in the technical \
and admnistrative areas for intelligent, high energy-efficiency systems;

Energy dependence

@AY

- Evaluation of the energy dependence of the equipment (network and
terminals);

- Developing solutions for monotoring energy consumption.

VAN

- Development of business solutions for monotoring energy
consumption in customers’ houses;

Eco-efficient products

()

- Marketing of products and services that rationalize the need for travel
and lessen energy dependence of customers - e-learning, e-health,
e-safety, and fleet -, teleconferencing, cloud computing.

Recycling and reuse - Availability of guidelines for waste forwarding; \

N7 AN/ | AN | N/ | NG

an

- Use of recycled materials;

- Recycling and reuse of customer equipment;
- Development and marketing of the first recyclable SIM;

- Recovery and recycling of used computers for donation to needy
school entities;

- Development and production of product packaging recyclable and/or
reusable for other purposes.

_/
\_ J
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: N

Achievements over the three year period

J

Digital Inclusion - Definition of the digital inclusion strategy for the population;

- Subsidization of 780,000 Internet -enabled computers;

- Provision of 26,443 public payphones throughout the country;
- Pricing plans tailored to lower income markets;

- Services and equipment adapted for people with special needs.

Digital Education - Digital Literacy Program - Communicate safely - developed by PT
volunteers in basic and secondary schools country-wide;
K - Platform Teleclass for assistance and remote attendance of classes.

ANEVAN

Safety and protection of - Parental control guides on products and services;
children and young people
inICT use

- Online provision of recommendations for good use of services,
content and identity data, for each service;

- Websites and TV programs tailored to children and young people
with good recommendations on the use of content;

- Development, implementation and dissemination of a code of
conduct for social networks.

AN

Human Rights -Inclusion of the themes Equal Opportunities and Non-Discrimination

in the Code of Ethics of PT;
- Preparation and implementation of the Policy of Sustainability and
Social Responsibility of PT, which also includes the issues human rights

and labour. /

-Increase in the number of employees who benefit from flexible work \
schedules;

s

Balance between work
and family

(v g
I\

- Maintenance and enhancement of employment, going against
the national trend and the unemployment rate in the country and in Euro;ﬁ

- Professional teams dedicated to regular contact with each stakeholder \
identified;

-Communication channels available 24 hours a day, every day of the year. /

Dialogue with
stakeholders

(59

Solidarity and Social

7 - All projects were developed in the scope of the PT foundation
Responsibility

http://fundacao.telecom.pt

A

Environmental and social

viron: ; -Inclusion of contractual clauses on environment, human rights and
criteria in value chain

health and safety in procurement processes to suppliers.

Responsible Marketing - Development and implementation of a Responsible Communication Guide;

Development of a website to induce responsible consumption:
wwwi.sustentabilidade.telecom.pt

(2 (am) (ze

Volunteering - Promotion of corporate and family volunteering programs made available
by the company, benefiting more than 15,000 citizens with more than

K 4,300 hours of volunteering.

NI/ N AN/

NI AN AN/

~
N
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1.4. MANAGING RISKS AND OPPORTUNITIES

PT has a system for identifying, evaluating and managing risks and opportunities that may affect their
operations and implementation of the plan and strategic objectives set by the Board. This system is
based on a model of integrated and cross-cutting management that aims to ensure the implementation
of good corporate governance and transparency in communication with the market and shareholders.

As a structured and systematic approach, risk management is integrated with PT's strategic planning
and operational management process, with the commitment of all employees in the identification,
reporting and implementation of measures and behaviours of risk mitigation and / or leveraging of
opportunities.

The Risk and Opportunity Management is sponsored by the Executive Committee in conjunction with
the management teams of the various businesses units, nationally and internationally.

The functions of Internal Audit and Risk Management, reporting hierarchically to the CEO and CFO, and
functionally to the Audit Committee, support PT's Executive Committee in implementing the system of
risk management and ongoing assessment of the risk management procedures in place in order to
ensure the following objectives:
. Implement of a corporate model of risk management in line with the strategic objectives of the
PT Group;
Il. Identification and analysis of the major risks to which PT and their subsidiaries are exposed
within the development and continuation of their activity;
ll. Identification and analysis of the major risk factors and events that can significantly affect the
normal operation of PT and their subsidiaries in the following areas:
Impact
+ Probability of occurrence;
- Level of control associated and responsiveness in crisis situations;
Speed at which the risk or event may materialize;
- Identification of improvements in the control and monitoring of mitigation plans associated with
critical risk factors;
IV. Improving the quality of information that supports the decision-making process;

V. Communication of the results of the risk management model and execution of alerts in case of
occurrence or identification of new critical risks.

It is also worth noting that the entire process is monitored and supervised by the Audit Committee,
independent supervisory body composed of independent non-executive members. Within the
competence of this body with regard to monitoring the effectiveness of the risk management system,
the following tasks stand out:

. Oversee the adoption of principles and policies for the identification and management of major
risks of a financial and operational nature, or other relevant risks associated with the activity of
the PT Group or measures to monitor, control and report such risks;

Il. Annually review the internal procedures related to issues of risk detection and safeguarding the
assets of the Company;

ll.Supervise the analysis, revision and implementation of measures and plans in order to monitor,
improve and / or correct the internal control system and measures and plans proposed in the
context of the risk management systems of the Company.
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The Risk Management processimplemented at PT is based on an internationally recognized methodology
- COSO I, developed by the Committee of Sponsorship Organizations of the Treadway Commission. This
approach relies on the identification and analysis of key value drivers and uncertainty factors that may
affect value creation, compliance with the plan and set strategic objectives

PROCESS OF RISKS AND OPPORTUNITIES MANAGEMENT

Considering the need for clear mechanisms for assessing and managing risks that may affect the
business, the following components are defined in the implementation of the process:

Risk Dictionary to ensure the description, in a clear and objective form, of a common risk
language to be used not only internally but also in the various disclosures made to the market
on this subject;

- Risk Management methodology that formalizes the processes and procedures for identifica-
tion, analysis, mitigation and reporting of relevant risks;

- Centralized repository of all information associated with each relevant risk, simplifying the
analysis of correlation between the various risk factors recorded, as well as the prioritization of
the response and identification of synergies between the various initiatives to mitigate the risks.

Note that the model set also fits the goals of corporate sustainability classified as strategic for the PT
Group, the object of analysis and benchmarking with the best practices in the industry by the Dow
Jones Sustainability Index.

Risk Dictionary

The Risk Dictionary allows cataloguing the risk factors that, in genera |, may affect PT and their subsidiaries,
thus contributing to a common and company-wide risk language. However, this dictionary is not
intended to be deterministic, since new risks can be identified, being updated in a systematic and
whenever necessary.

This component of the risk management process is structured into three major categories of risk,
depending on their nature:

Environment Risks: Correspond to the risks dependent on external forces to the PT Group and
their subsidiaries, and may affect their performance, strategy, operations and organization. By
nature, the origins of the environment risks imply an adequate anticipation of the associated
impacts, and timely identification of the realization of the associated risk factors, as well as miti-
gation strategies in case of crisis;

- Risks related to the business processes inside the PT Group: The risks of the processes result
from and are inherent to the business activities and internal processes, and management can
ensure control of the same at their origin, in a preventive way.

Risk of information for decision making: Is related to the information available, produced by
the PT Group and their subsidiaries, which will serve as a basis for the decisions to be taken by
management. These risks are segmented into risks for operational, financial and strategic decision
making. The risk of information for decision making are related to how the organization produces
and manages the information needed to manage their business and for disclosure to their
shareholders, investors and other stakeholders.
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Environment « Competition « Unavailability of capital
Risks « Customer needs/Economic - Political/Sovereignty
Developments - Legal and tax related
« Technological innovations - Regulatory

+ Sensitivity « Sector of activity
« Management of shareholder . Financial markets

expectations
P « Catastrophic Losses

Process General - Governance « Reputation and image
Risk
Operations « Customer dissatisfaction + Supply
« Human Resources - Customer sales and support
- Not obtaining or retaining channel
talent « Partnerships
+ Development of productsand  « Non-compliance
services - Business Interruption
- Inefficiency - Service failure/of product
+ Revenue assurance/Billing deficiency
- Licenses/Concessions + Environmental and public health
Management « Hygiene and safety
+ Capability - Erosion of Brand
Empowerment « Leadership - Performance incentives
« Authority/limits « Preparing for change
+ Outsourcing « Communication
Information + Relevance + Unavailability
Technology - Integrity « Infrastructure
+ Access
Financial « Interest Rates « Cash-flow
+ Exchange « Cost of opportunity
« Equity - Concentration
- Prices of materials and raw » Non-compliance
materials . Clearance
- Financial Instruments . Guarantees
Integrity « Fraud + Unautorized use / Access

« lllegal acts
\_ /

Risk Management Methodology

The methodology of risk management formalizes procedures and responsibilities appropriate to
management in line with the strategy and the level of risk exposure/tolerance defined for PT. This tool
identifies:

- The intervenients in the assessment and approval of the risks and risk factors that affect the
businesses of the PT Group;

- Those responsible for managing the risks identified and how these risks should be analyzed and
mitigated;

- The processes for monitoring of mitigation actions for each risk, depending on the management
strategy adopted by the Executive Committee and overseen by the Audit Committee.

« The processes of disclosure and reporting of information resulting from the risk management
process.
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The implementation of the risk management methodology is a cyclical and iterative process that can be
summarized by the following table and diagram:

Executive - Identifies the main risks that affect the PT Group;
Commities « Defines the Risk Managers;

- Decide action and prioritization of mitigation actions.

Audit Committee -« Evaluates the risk management model;
- Proposes improvements and changes to the model;
« Review of risks.

Risk « Supports the definition and implementation of the risk management model;
lél:janr::at?:nment « Monitors the risk management model, ensuring the integration of information from
the different subsidiaries;
- Defines, in conjunction with the Executive Committee and the Audit Committee, the
materially relevant risks;
« Monitors the action plans necessary to ensure the proper treatment of identified
risks.
Business « Management of the materially relevant risks;
Management .
«Implements the necessary actions to ensure adequate control;
- Evaluates and quantifies the residual risk to which the company is exposed;
- Identifies critical areas and proposes mitigation actions;
« Re-feeds the Risk Management Model, alerting to new exposure situations or
degradation of the control environment.
Internal Audit - Evaluates the effectiveness of the control mechanisms at the level of reliability and
Function integrity of financial and operational reporting, efficiency of operations and
\ compliance with policies, laws and regulations. j
Risk Response
Risk Factors | Evaluation / Residual Risk
Executive Committee Audit Committee
Controlled Risk Excessive Risk
C Relevant Risks for analysis ) Monitor Ak Resipomise
Risk Management Team
\ELEEEGIENHE  Acceptable Risk
Risk Managers Optimize Monitor
Identification of Risk Factors
Assessment of the risk exposure level —

N
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During 2011, we performed the reassessment of the risk areas that may affect more significantly the
ability of the PT Group to achieve their strategic objectives, namely:

i) Customer growth;

ii) Revenue increase from international markets;

ii)Leadership in all market segments and geographies;

iv)Outstanding performance above in terms of shareholder, operational and financial return;

v) Reference in terms of corporate sustainability in the countries where it operates.

Following this analysis, the relevant risks were ranked for analysis and detailed assessment, involving 31
departments / operational areas responsible for managing these risks in order to identify the events and
factors that may affect the operations and activities of the PT Group as well as processes and control
mechanisms associated with them.

For the 233 risk factors identified, the impact was measured as well as the likelihood of each risk factor
and, depending on the level of exposure or residual risks, a strategy for responding to risk was defined
namely:

i) reduce the risk by implementing controls that reduce the likelihood of a risk or its impact if it
materializes;

ii) accept the risk in situations where the residual risk is acceptable and the implementation of
additional controls have a cost higher than the expected benefits;

i) share the risk, reducing exposure of the PT Group through its total or partial transfer to other
entities, using insurances, derivatives or joint ventures;

iv) avoid therrisk, leaving the activity or processes that generate the risk (e.g. leaving a geographical
area or alienate a business).

It should be noted that the implementation of the mitigation measures planned for 2011 were examined
and it was observed that all situations classified as priority in terms of risk mitigation were implemented
timely.

Centralized Risk Registry

The implementation of a centralized repository of all information associated with each relevant risk for
the PT Group is critical for proper analysis and prioritization of response actions to the relevant risks. The
risk registry currently deployed associates to each risk:

- Risk factors that, if materialized, could affect the PT Group in a relevant way;

- Strategic objectives potentially affected;

- Existing structures, procedures and control indicators to monitor and mitigate the risk factors;
- Qualitative evaluation of the control and residual risk associated with each risk factor;

- Quantitative assessment of the impact, likelihood and speed at which the risk factor can come
about;

- Plans for improvement or response to critical risks.

In 2012, the implementation of a new online tool for risk registration will be completed, which will create
new synergies, increase the scope of the review and streamline the process of identifying, evaluating
and updating the respective level of criticality and control.
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All the identified risks are usually detailed in the Annual Report and Governance Report. Here we will
highlight non-financial risks associated with corporate sustainability and that were subject to monitoring
during the last three years:

in its business model in order to obtain or maintain
competitive advantage.

Major risk factors associated with innovation:

Incorrect identification of new technologies;

.

Inadequate time to market in adopting new
technologies;

Immaturity of technical solutions adopted;

.

Levels of quality of service inadequate for market
expectations;

Adopting inoperable solutions;

Insufficient information on market trends;

.

Innovation Given the history of rapid technological change in the The PT Group is historically one of the Portuguese
and sector of activity of the Group, PT is at risk of failing to companies with more investment in research and
Technology leverage technological advances and developments development (R&D). In this area, the PT Group holds

strategic assets that allow ensuring the realization
of innovative projects, which include:

PT Inovacao: Company directed to the
technological development of the Group's
business, in terms of applied research,
engineering services and development of
innovative solutions and services, either in the
domestic or international markets;

OPEN Program for development and innovation:
aims at the implementation of systematic
practices of research and information
processing, with the involvement of the entire

organization for the realization of innovative
projects;

Not identifying opportunities to increase
operational efficiency;

Strategic planning of the network infrastructure
and rollout of new technologies, involving the
preparation of reports and periodic
development reviews, standardization and
adoption of new technologies by the industry,
including obtaining international benchmarks;

Not entering market trends into the business plan.

Strategic partnerships with suppliers in terms of
technology, equipment and contents.

N /
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Capacity of The ability and availability of network infrastructures
the are fundamental aspects for PT to ensure continuity

In this context, the following actions are performed
for risk monitoring and mitigation:

infrastructure of critical operations in terms of service, within the | sacyritization of core telecommunications
for continued parameters of high quality in order not only to satisfy network:

. their customers, but also to fulfill requirements of the o .
services requlator + Development of risk diagnoses for the various
provision E ’ technology platforms, identifying dependencies

For this, PT has identified this risk not only regarding
the availability of infrastructure, but also at the level of
the increased capacity of the same, in order to support
new product and service offerings to the customers,
and contribute to the development of the Information
Society in Portugal and the countries where it
operates.

and single points of failure;

.

Definition of service resumption and faults repair
plans;

Implementation of systems and processes to
ensure the levels of QoS (Quality of Service) and
QoE (Quality of Experience End user) defined;

.

Investment in next-generation networks and
preventive maintenance actions;

In this context, we highlight the following risk factors:

Lack of plans for responding to catastrophic events
or crisis;

Investment in information systems to support
the activity of the technical teams.

No letters of risk or weaknesses in the identification

of single points of failure; In February 2010, following the storm that occurred

on the island of Madeira, the resilience of PT’s
network infrastructures and reaction to natural
disasters was put to the test. Note that the torrential

Lack of redundancy in critical components of the
infrastructure;

.

Saturation of the infrastructure available in the
absence of plans of development or upgrade;

Inadequate planning, management and monitoring
of available capacity;

Obsolescence of infrastructure or weaknesses in
maintenance procedures.

rains, floods and landslides weakened or destroyed
a significant part of the critical infrastructure of the
island, among which the telecommunications
infrastructure. This situation has triggered the crisis
plan and the human and technical resources
needed to quickly restore the normal fixed, mobile,
satellite and submarine communications of the
Autonomous Region of Madeira were made
available. This task force enabled to quickly recover
85% of the mobile and fixed communications on
the island and a more effective intervention of the
authorities and civil protection, thereby mitigating
the isolation and the impacts of the disaster on the
population.

It should also be stressed that in 2011 the
Department of Business Continuity was created, in
order to assure, in a more efficient and effective
way, that processes and resiliency operations that
support the Core Services of the PT Group, in case
of incidents and disasters in the following aspects:

- Prevention: Preparation of response to reduce
the impact of incidents in critical processes that
support services;

- Response and Recovery: Supported by business

continuity and Disaster Recover plans to speed
up recovery of critical processes.
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Environmental

Relationship with
Stakeholders

The pursuit of an appropriate environmental policy
has been a concern of PT, in order to reduce the
company'’s exposure to environmental damage that
can substantiate as: (i) liability to third parties for
property damage, (ii) liability to governments or third
parties for waste removal costs plus any compensation.

Main factors associated with environmental risk
management:

Rationalization of energy consumption and GHG
emissions;

Inadequate control of waste;

Inadequate control of electromagnetic radiation
and noise;

Inadequate internal awareness level of
rationalization of resource consumption;

Incorrect assessment of negative impacts on
landscape;

Acquisition of products and services outside the EU
(in countries that do not comply with Community
rules on the environment);

Failure to comply with applicable law.

The risk of breach of trust of stakeholders, by lack of
fulfilment of the expectations created or otherwise,
with consequent impacts on their relationship with PT:

« Customers;
- Suppliers;
- Employees;
« Analysts;

« Society.

In this context, PT has increased rationalization in
environmental management, ensuring the
certification of associated systems in accordance
with ISO 14001 and a progressively more adequate
offer to the market.

Environmental management policies and systems
focus on the following monitoring areas:

- Consumption of resources;

Resources used;

Waste production and forwarding;

Air emissions;

Noise and electromagnetic fields;

Sustainable model for selection and contracting
of suppliers;

Acquisition of equipment for less energy
dependence;

Use of alternative energy;

Creation of a “task force” to address the
optimization of energy efficiency and to
enhance a more environmentally friendly
commercial offer;

Importantly, also, management models are subject
to periodic audits, internal and external, and there
is as well an ongoing assessment of impacts and
improvements to be implemented.

In this context, the company develops actions with a
view to the involvement of their stakeholders, including:

Consultation with stakeholders;

Communication channels available 24 hours;

Customers: monitoring the level of customer
satisfaction and performance in customer
service, respect for customer privacy, security
and protection in relation to content;

Suppliers: ethical principles and practices of
social responsibility in the selection and
contracting of suppliers;

Employees: attracting and retaining talent;
occupational safety and health policies; internal
social responsibility program;

Analysts: to ensure adequate communication
with the market;

Society: actions to promote inclusion and digital
literacy, development of telemedicine solutions,
support for patronage and promotion of
volunteering.

/
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Ethics in
business and
relationships

The Code of Ethics of PT together with the relevant
national, European and American legislation are the
main guides of conduct adopted at PT, whose risk
factors identified regard:

- Failure to comply with one or some of the aspects
included in the Code of Ethics, internal policies and
/or regulations;

« The reputation and / or activity of the company be
affected by violations of the Code Ethics or
regulations adopted.

Ethics at PT is monitored through:

« Internal instruments of assessment of employees
and suppliers;

- Confidential and anonymous communication
channels, offered by the company for
whistleblowing;

- Dialogue with stakeholders to identify weaknesses;

- Internal and external audits to the published

information to ensure greater rigour and
transparency.

/

2. COMMITMENTS AND STRATEGIC DIRECTIONS FOR THE

FUTURE

The reasons which in recent years have ensured our success no longer suffice. The context in which we
live is adverse and economic and social crisis is widespread. Therefore, PT wants to continue to make
each of them an opportunity and once again set a course to continue to ensure a sustainable future.

We want to be an active part in building a more balanced and happier world

Our main commitment is to grow the business, helping to enhance our shareholders and the society in
which we operate. Even though we are experiencing difficult times and the world around us is
undergoing major changes, we still want to be an active part in the construction of a change for the
better and continue to deserve the confidence of all.

We believe that effective and sustainable business management has been the support of our leadership,
the ability to invest in the future, to innovate and meet the expectations of our stakeholders. We also
believe that this capability is a competitive advantage that differentiates us and inspires us every day, a

greater responsibility.

It is therefore essential to identify very ambitious goals for the future both in terms of business growth,
customers, employment, human rights, innovation, energy efficiency and social responsibility, and in
terms of attitude and conduct with which we shall guide this activity.

Therefore, we wish to assume and share the commitments and strategic directions that will guide our

work:

1. Ethics

The relationship of trust with all stakeholders should be maintained and encouraged by the continued
willingness to interact and meet the expectations of all.
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ﬁigor and transparency in the relationship with society \

+ Communication channels 24 hours a day, 365 days a year.

* Audits conducted by external, independent entities to the information and management systems and to
the information disclosed.

ﬁrivacy Policy N

* To ensure compliance with the Policy of Privacy of Customer data.

* To promote best practices among customers and suppliers.

2. Investment in infrastructure

PT is committed to building the foundations that will underpin the evolution of the way we work, live
and communicate in the next 100 years.

6roadband x

* FTTH - Fibre-to-the-Home — Next-Generation Network

To ensure the coverage of over 75% of the population with Fibre-to-the-Home and enhance not only

broadband access but also associated services and features: strong convergence and interaction between
content, communications and electronic devices.

To ensure that the 4G network has the most extensive nationwide coverage, providing more than 80% of
the population, and enhance not only broadband access but also associated services and features: strong

Kconvergence and interaction between content, communications and electronic equipment. J

ﬁonstruction of one of the largest and more sustainable Data Centres in Europe

* This data centre will allow the installation of 50,000 servers, equivalent to 30 Pbytes.

* It will leverage the opportunity to reduce the environmental footprint of PT and consumers (less space for
equipment, rationalization maintenance costs, and energy consumption, etc.).

* It will be subject to the process of LEED certification (Leadership in Energy and Environmental Design),
Kdeveloped by the U.S. Green Building Council. J
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Knowledge and ethics are in our view the main behaviour influencer of each one.

Responsible Consumption

* To provide customers with the information necessary for them to make responsible choices in the
purchase, subscription and use of equipment, services and / or contents.

* Add advice on economic, environmental and social sustainability onto the websites containing products
and services of all the brands marketed by the group.

* Provide information on energy consumption and electromagnetic radiation (when applicable) of
equipment sold.

* Promote prices simulator and consumption profiles of services on the websites of the brands marketed
by the group.

* Extend package labelling to the entire range of products with appropriate forwarding information on
the respective waste.

* Keep the protocols with independent institutions for monitoring and reporting the levels of
electromagnetic radiation.

Protection of minors in ICT use

* Online dissemination of manuals for the good use of each service.

* Awareness programs in the school community on issues of privacy of personal data and correct use of
content - reaching more than 120,000 students at the end of the program.

Human and Labour rights

* Maintain the level of direct and indirect employability, despite the context of strong economic constraints
- about 0.2% of employability at national level.

* Level careers and remunerations of employees, mitigating slight differences that still exist between men
and women.

* Maintain the average level of employee satisfaction above 70%.

Alignment of supply chain

* Development of actions with suppliers that will aim to mitigate the risk of acquiring equipment thatincorporate
minerals and / or metals from regions of conflict, where human rights are violated: tantalum, tin, tungsten and
gold, commonly referred to as conflict Minerals 3TG.

* Maintain the average level of supplier alignment above 70%.

Customer Service and Satisfaction

* Maintain the average level of customer satisfaction above 70%, despite the period of acute economic and
social constraints.

* Increase the activity of the Customer Ombudsman, to mitigate the issues that cause conflicts between
customers and the company.

* Strengthen the contingency plan to ensure communication to the civil protection authorities, firemen,
security forces and customers in disaster situations.
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Social Responsibility and Digital Inclusion

Maintain and innovate the digital inclusion programs, continuing to ensure access of all (those who opt for
PT) to communication services.

To promote programs of mutual aid and social solidarity to institutions and families affected by the current
economic situation and that aim at maintaining the social balance of the population and the dignity of human life.

4. Climate change and energy efficiency

A systematic search for solutions to mitigate the impacts of our activity in society together with the
contributions that the new information and communication technologies can bring to our customers
will certainly guarantee a better environmental balance in the future.

Energy Efficiency

+ Complete the program of replacement of lighting systems and traditional air conditioning systems for
lower energy dependent systems.

* Inaugurate the first phase of the new Data Centre, which will be one of the largest and most sustainable

in Europe, whose estimate of rationalization of energy consumption and CO, emissions, compared to the
current data centre, is 40%.

* Reduce on average the energy consumption by 2%, despite the need for temporary overlap between
traditional networks and the installation of the new wireline and wireless networks, the greater
sophistication of services and increased capacity required by significant increases in data traffic.

Carbon Emissions

* Continue the program of rationalization of carbon emissions derived from our operations, taking into
consideration the greater sophistication of services and increased capacity required by the significant
increase in traffic and the respective data storage; Our goal is to reduce 20% of carbon emissions by 2020
based on 2008 emissions.

* Try to use energy from renewable energy sources and seek to identify suppliers to ensure the provision of
service with the incorporation of renewable energy.

* Strengthen the commercial provision of services and solutions to lessen the carbon footprint of customers,
which according to the SMART 2020 European study may induce reductions up to 15%.

Waste Management

* Strengthen the program of id

tification, segmentation and responsible waste forwardi

* Maintain recovery and/or recycling programs of used equipment that can be reused by the company and
/or customers.
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Biodiversity and landscape balance

* Keep the programs of support for the translocation of nests, existing on PT’s towers and antenna, of birds
considered endangered;

* Keep the plan of support for communications recovery in geographic areas affected by natural disasters
and thus facilitate the recovery work of firemen and civil protection;

* Maintain a program of concealment of telecommunications towers or stations that conflict with landscape
balance.

5. Development of services with strong focus on environmental solutions and social
inclusion

PT'sR&D area systematically seeks to presentinnovative solutions to the market and right now is committed
to diversifying the commercial offering by incorporating environmental and social sustainability into
services and solutions under development.

Cloud Computing

* The remote storage of data and information, enables customers to maximize IT cost reductions, increased
productivity, mobility and reduction of energy consumption (electricity and fuel).

Georeferencing

* Solutions that enable remote interaction, depending on the location, between assets/equipment/machinery
and information systems that manage them, ensuring maximization of resources and minimization of
travel.

Security

* Solutions of remote surveillance and interaction adapted to people, buildings, forests and public spaces
that allow anticipate and mitigate undesirable situations.

Health

* Telemedicine platform that allows to avoid unnecessary travel between doctors or hospital authorities
and patients.

* Interactive Platform for hospital management.

Support for people with special needs

* Telecare solution that allows for remote support for the elderly or people with special needs, through the
connection to the competent authorities of medical support or other.

Education

* Teleschool that allows students in a situation of prolonged illness to participate remotely in classes of their
own school.

Electronic payments

* Payment solution via mobile service: it will work as a substitute for payment by credit or debit card and
can be used with high levels of security.
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3. PRINCIPLES, POLICIES AND CODES OF CONDUCT

3.1. INTERNATIONAL PRINCIPLES AND ORGANIZATIONS

PTis a party, applies to the company and actively participates in promoting the principles of sustainability
and corporate social responsibility advocated by national and international organizations with which
the company management is identified.

These are principles relating to business ethics, compliance and environmental protection, human and
labour rights, anti-corruption and social inclusion instruments. The adoption of these principles is an
ongoing challenge, requiring a systematic identification of areas for improvement in aspects of the
group’s business and their relationship with society, the promotion and adoption of improvements and
their subsequent monitoring.

INTERNATIONAL EUROPEAN NATIONAL
« 10 Principles of the UN « Environmental and « Recommendations of the
Global Compact; Sustainability Charter of ETNO; Business Council for Sustainable
Rk . Development of Portugal;
« Universal Declaration of Lisbon Strategy: .
Human Rights; * Lisbon Strategy; « Code of Good Practice on
Commercial Communications to
+ Recommendations of the + European Road Safety Charter; - .
: Minors (APAN);
International Labour .
Organization; « Code of Conduct on Energy « Charter Of Commltmepts 9n "
. . Efficiency of the European Responsible Communication o
Charter of Social Union: Y P the Portuguese Association of
Responsibility of Union nion; Advertisers.

Network International; )
. Children’s rights and - European Code of Best Practices
for Women and ICT.

Kenterprise principles of UNGC. J

The issues on the agenda of these organizations deserve not only the active participation of PT in their
discussion, study and promotion, but they are also evaluated and interpreted by the company’s
Sustainability Committee.

The recommendations and findings revealing to have an impact on the company’s activity and their
relationship with society are subject to adjustment and implementation programs in the business units
of the group, usually by resolution of the respective the Executive Committee.

National and international organizations*

10 Principles of the United Nations Global Compact - As a signatory company of those principles
that include the Universal Declaration of Human Rights, the fundamental principles of the International
Labour Organisation, the Rio Declaration on Environment and Development, and the Anti-Corruption
Convention of the United Nations, PT submits annually the required Communication on Progress
required by these as to the compliance with the aforementioned principles.

Reporting guidelines of the international Global Reporting Initiative - (GRI) - PT introduced the
Sustainability Report according to the GRI guidelines that include verifying the information contained
therein, by an independent external entity, and also by GRI .

* Other organizations to which PT joined are published on the corporate website.
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ETNO - European Telecommunications Network Operators - PT is a signatory of the ETNO
Sustainability Charter, collaborates actively in the Sustainability Working Group and annually presents
the evolution of their performance.

Business Council of Sustainable Development (BCSD Portugal) - PT is a member and collaborates
actively in working groups related to Sustainability and ICT Sustainability. BCSD Portugal publishes on its
website the Sustainability Report of PT.

London Benchmark Group - PT is a member, uses the LBG methodology and actively participates in
the respective working groups related to measuring the impact of social responsibility initiatives.

3.2. CODES OF CONDUCT AND POLICIES

Codes of conduct, regulations and policies adopted at PT are intended to guide the attitude and
behaviour of employees towards the organization and the relationship that they establish with
shareholders, regulators, competitors, customers, suppliers and society in general.

Rigour, honesty, integrity, transparency, correctness of information, anti-corruption, equal opportunities,
non-discrimination, environmental and health protection, and social responsibility are the main points
that link the performance of PT to society, beyond the overall alignment with applicable legislation in
force at national, European and American level.

The adopted policies aim at guiding the attitude and behaviour of the entire value chain of the company,
leveraging the mobilization and participation of all beyond what is defined in the Codes of Conduct and
the contractual terms established.

The Codes of Conduct and policies adopted are published and can be found on PT's website and
corporate intranet and all employees and suppliers are subject to training and/or awareness-raising
actions on their content and impact.

* Code of Ethics of Portugal Telecom * Sustainability and Social Responsibility Policy
* Code for Financial Officers * Integrated Policy ofddélity, Environment and
* Code of Conduct for Procurement * Occupational Health and Safety

* Company Agreement * Information and IT S'é'currity policy

* Internal regulation on transactions by Group - Privacy Policy

executives *
* Regulation on transactions with related parties **
+ Code of Conduct for action on social networks

&Responsible Communication Guide / k /

* Regulates matters relating to the prevention of market abuse and transactions in financial instruments issued by companies within
the group and defines the relevant concepts of insider trading, market manipulation and significant transactions, among others. This
regulation supplements the rules of Corporate Governance and good conduct practices already implemented at PT to strengthen the
prevention of market abuse.

** Defines a set of procedures aimed at ensuring the correct identification of related party transactions and defining relevant concepts of
“transaction” and “related parties”.

The sharing of these codes with society in general, reflects and helps to consolidate the strength and
alignment of values between PT and remaining audiences with whom they interact.
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The Sustainability Committee, part of the governance model, promotes the adoption of principles,
codes of conduct and use of communication channels among employees and in the relationship
between them and other stakeholders, encouraging a culture of dialogue, avoiding conflicts of interest
and providing anticorruption mechanisms. In this sense, PT does not develop any lobbying activity and/
or contribute monetarily to organizations that do not fit in their business management or their
sponsorship, philanthropy and patronage policies.

3.3. WHISTLEBLOWING AND ALIGNMENT MONITORING

To better identify and monitor compliance with its codes and alignment of its principles, the PT
companies in Portugal have certified information and management systems according to international
standards 1SO 9001 (quality), ISO 14001 (environment), OHSAS 18001 (Occupational Health and Safety),
and are completing the preparation of the necessary steps to realize the self-declaration of the newly
created 1SO 26000 (Corporate Social Responsibility), which will happen during the three-year period
now begun.

Allemployees participate in stock-raising and receive training on codes of conduct and policies adopted
and, in particular on issues related to discrimination and corruption. All codes, policies and procedures
are available on the intranet and the company’s corporate website.

Any violation to the Codes of Conduct, internal regulations or legislation will be identified and confirmed,
is likely to involve determining the liability of offenders under the terms and legal rules applicable to the
situation.

These situations can be identified within the daily activity of the company or by complaint through
channels specifically created and made available online. These communication channels are confidential
and, if the complainant so requests, they are also anonymous.

Violations to the Code of Ethics 8 employees

Zero Tolerance 8 terminations due to disciplinary procedures

For anyone who has evidence of some kind of irregularity in relation to the codes and principles laid
down, PT provides tools for the complaint to guarantee the confidentiality and anonymity of the content
and its author.

Enhancing the transparency of management, provided by various internal control systems - which, in
turn, are audited by external and independent companies and organizations - a “System for Qualified
Communication of Undue Practices’, internationally known as whistleblowing, was adopted, whose
guidelines and procedures are as follows:

Communicate by electronic message, in encrypted channel, an occurrence or reasonable suspicion
based on verification of facts, by the person who knows or has reason to believe that there is consistent
evidence of the following situations:

- violation of law, rule or regulation;
+ mismanagement;
- abuse of authority;

- high waste of funds.
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It is considered, in this context, “malpractice” any matter relating to accounting, financial reporting or
audit, or other relevant and related matters and can be communicated by anyone - both outside PT
(shareholder, customer or supplier), as his collaborator - which directly or indirectly, it has news.

This channel is available on the intranet and corporate website of the group.

Entries received
Entries already resolved

Communications under analysis

The number of anonymous and confidential communications decreased over this three year period,
which translates into a relational balance which is becoming stable over time.

Since 2010, employees have another reporting channel also confidential and anonymous and more
suited to everyday work issues related to ethics in relationship, environmental sustainability and social
responsibility.

2010 2011
Environmental conditions

Occupational Health and Safety

Discrimination

Complaints are reviewed and subject to corrective plans for improving results, which in turn, are
evaluated and monitored. In cases of clear violation of existing codes of conduct, the approach is
reinforced and follows disciplinary procedures with legal implications.

Child labour has been identified as a possible risk, although the Portuguese law prohibits it and PT
considers it totally inappropriate. Therefore, procedures were defined in order to mitigate the impacts of
such situations that eventually might be identified in the value chain of the group. Specifically, if any
employee and/or auditor of PT identify the existence of child labour cases in the value chain of PT should
denounce them in order to be subject to the procedures defined set in terms of child support:

« Analysis of the situation of the child and its environment in family terms;

+ Exceptionally if the child’s age to allows continuity of work, the number of hours in transportation,
school and work should not exceed 10 hours/day;

- Attendance / completion of minimum compulsory education;

- Its sustenance, providing it with the conditions for its normal physical and psychological
development;

- The procedures to be adopted are communicated to all employees and partners of the
companies;

- Definition of responsible persons for implementing the respective actions and deadlines;

- The effectiveness of the actions implemented is evaluated and records of evolution are kept.

In 2010 and 2011, there were not any cases of child labour detected in the value chain of the company.
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In parallel, there is an additional set of procedures with regard to the Group's supply chain. The Supplier
Control Group defines goals and the sample of suppliers that, each year, shall be subject to:

- Binding commitment with the Code of Conduct;
-+ Audit;
- Sustainability Questionnaire;

Interview.

The suppliers subject to the actions described are identified by the Suppliers Control Group based on
the following criteria of criticality:

Provision of services on behalf of the Group;

Provision of services at the premises of the Group;
- The supply of products with direct integration in the value chain;
- With control assessments with negative results;
- Subject of complaints or denunciations;

- Other criteria deemed relevant.

The evaluation conducted on the supply chain is presented in the chapter of Involvement and
Relationship with stakeholders.

3.4. TRANSPARENCY AND COMPLIANCE

The recommendations of international organizations, national, European and American legislation in
relation to listed companies, are carefully observed by PT and whenever there are disagreements the
company will be represented in the respective bodies to ensure the evaluation of their views.

Compliance with the diversity of recommendations that PT follows, particularly in the areas of corporate
governance, is highlighted in its Corporate Governance Report and Form 20F.

We will however mention here the following:

Regulators and supervisors of PT’s activity at a national level

PT, besides the strict adherence to the existing legal framework, maintains an attitude of dialogue and
proactivity with regulators, participating in meetings to which it is invited, by collaborating with well-
founded opinions and suggestions and accepting the decisions taken.

The PT has, at corporate level, units that are intended to interpret the recommendations and decisions
of regulatory authorities, as well as stimulate the dialogue among all. PT has maintained an attitude of
dialogue and cooperation with these entities, participating actively in its various initiatives.

In Portugal, the sector of electronic communications is fully liberalized since 2000. Therefore, the legal
framework applicable to the sector is geared to an environment of free competition, which during the
year 2008 was increased with a new operator in the Portuguese market.

In 2002 we adopted a new regulatory framework applicable to networks and electronic communications
services, consisting of a set of European directives covering the telecommunications sector. These directives
have been transposed into national law by Law n°. 5/2004 of 10 February (Electronic Communications
Law).
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This is a regulatory framework that uses the methods of analysis associated with the principles of
competition defence, applied to a given set of relevant markets in order to determine entities with
dominant position and ex-ante adoption of a set of obligations.

As a result of technological change and integrative characteristics of next-generation networks, the
European Commission started in 2005, the process of reviewing the regulatory framework - called
Revision 2006, with a view to amending the current Policy and Recommendation of Relevant Markets. In
this regard, in December 2009 was published a regulatory framework for electronic communications
within the European Union, which includes, among others, Directive 2009/140/EC (Better Regulation)
and Directive 2009/136/EC (Citizens' Rights)*

Entities regulating markets and trade relations in the electronic communications sector in Portugal:

- National Communications Authority - ANACOM - whose regulatory function has the following
objectives: the promotion of competition in the provision of networks and electronic communi-
cations services, the contribution to the development of the EU internal market and also to
protect the interests of citizens.

- Competition Authority - whose main objective is to ensure compliance with competition rules
in view of the efficient functioning of markets, the efficient allocation of resources and the
interests of consumers.

- Regulatory Authority for the Media - ERC — whose scope of intervention is the regulation and
supervision of all entities pursuing activities relating to the media in Portugal.

- National Commission for Data Protection - CNDP - whose main objective is the protection
and privacy of data.

Issues treated with an impact on the company’s activity
Portability

Digital Terrestrial Television

Regulated Wholesale offers

Reference Offer for Leased Lines

Reference Offer Ethernet Circuits

Wholesale markets for voice call termination on individual mobile networks
Radio-electric spectrum

Cost Accounting System

Settlement and collection of the activity

Tariff for Universal Service

Public Payphones

Net Costs of Universal Service

Designation of provider(s) of the Universal Service

New EU regulatory framework for electronic communications
Value-added services based on text messages

Roaming

Net Neutrality

All these issues are developed in detail in the report of the consolidated Annual Report.

* For more information on European directives for electronic communications see the following link:
http://www.anacom.pt/streaming/quadro_regulamentar_comunicacoes_electronicasUE.pdf?contentld=1045301&field=ATTACHED_FILE
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This year there was no situations of conflict to add to eventual situations that may drag from the past
and have not been resolved yet.

The final decisions on the processes of conflict are fully observed by the company.

Legal processes and consolidated tax contingencies

Asat December31,2011and 2010, there were several court cases, arbitration awards and tax contingencies
brought against various Group companies, classified as probable loss processes in accordance with IAS 37
Provisions, Contingent Liabilities and Contingent Assets. The group, based on the opinion of the internal
and external legal counsel, noted provisions for these court and arbitration proceedings and tax
contingencies to deal with the likely departure of resources, as follows:

2011 2010
Civil liabilities 455240630 18,117,450
Labour liabilities : 220,946,141 4,230,646
Other liabilities : 4,274,712 4915363
Subtotal 680,461,483 27,263,459
Taxes 163,444,761 54,761,153

@'{a’i ''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''' 843,906,244 82,024,612

The increase occurred in the exercise ended December 31, 2011 is primarily explained by the impact of
proportional consolidation of non-current and current provisions of Oi and Contax in the Statement of
Financial Position of Portugal Telecom on March 31, 2011, amounting to 213 million euros and 594
million euros, respectively, totalling 807 million euros.

As at December 31, 2011, excluding the effect of proportional consolidation of Oi and Contax in the
amount of 760 million euros, the total consolidated value of lawsuits and tax contingencies would be 79
million euros, compared with 82 million euros on December 31, 2010.

4. GOVERNANCE MODEL

PT adopts the model of Anglo-Saxon governance, which assumes the existence of a Board of Directors, an
Audit Committee composed by mostly independent non-executive Directors, and a Chartered Accountant,
all directly elected at the General Assembly of Shareholders. The Chartered Accountant is elected on a
proposal of the Audit Committee as required by Portuguese commercial legislation.

PT's organization structure further includes a Compensation Committee elected by the General Meeting of
Shareholders, which is responsible for determining the remunerations of the members of corporate bodies.

The members of the corporate bodies and of the Board of the General Meeting of Shareholders are
elected for a three-year term of office, and they may be re-elected once or more times within the limits
of the law.
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The governance model of the PT can be presented in schematic terms as follows:

~

N

GENERAL MEETING OF
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COMPENSATION
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DIRECTORS
EVALUATION CORPORATE EXECUTIVE AUDIT . ....... CHARTERED
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COMMITTEE
SUSTAINABILITY SECRETARY GENERAL AND
COMMITTEE COMPANY’S SECRETARY
(EFFECTIVE AND ALTERNATE)
DISCLOSURE |
COMMITTEE
GENERAL HUMAN INTERNAL CORPORATE  CORPORATE PLANNING, ~ COMPETITION ~ INVESTOR TREASURY FINANCIAL
SECRETARIAT  RESOURCES AUDIT  COMMUNICATION ~ TAXATION ~ CONTROLLING RELATIONS REPORTING
UNIT UNIT AND CORPORATE
FINANCE

/

This governance model assumes the values of efficiency, simplicity, transparency and rigour as their basic

pillars and gives PT a structure appropriate to the particularities and needs of the Company and is welcomed
by the market.

In this context, PT has an Executive Committee with powers delegated by the Board of Directors of a
predominantly operational nature, being also responsible for proposing to the Board all the strategic
initiatives necessary for the proper development of the Company.
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The Board of Directors, apart from all non-delegable responsibilities under national law and company
by-laws, has the duty to supervise the performance of the Executive Committee.

In support of its Corporate Governance activities, have been created within the Board of Directors two
internal committees composed exclusively of Directors almost entirely non-executive.

Thus, an Evaluation Committee was created, with the main objective of ensuring a competent and
independent assessment of the performance of the executive Directors and the assessment of their overall
performance, as well as a Corporate Governance Committee, with the main objective of reflecting on the
model of government adopted and verifying their effectiveness.

The organizational structure of PT also includes a Compensation Committee elected by the General
Assembly, which is responsible for fixing the remuneration of the members of the corporate bodies.

The members of the corporate bodies and the board of the General Assembly are elected for a three year
term of office, renewable one or more times within the limits of the law.

In the governance model adopted the separation of powers remains, as the members of the Board
delegate daily management on an Executive Committee.

The Board of Directors of PT is composed of a minimum of 15 and a maximum of 25 members. Among the
elected, there are executive Directors, independent non-executive Directors and non-executive and
non-independent Directors.

/ FUNCTIONS (%)

EXECUTIVE  29%

NON-EXECUTIVE AND INDEPENDENT  38%

NON-EXECUTIVE AND NON INDEPENDENT  33%

\_

/ GENDER (%)

WOMEN 5%

MEN 95%
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4.2. FUNCTIONS

Members Board of Executive Audit gzrv:‘r)rr\::\ece Evaluation Independence |\, oo oo
(date of first appointment) Directors C ittee C ittee Committee Committee (4)

. Hen ”q ue G,— anade, ,-0 (2003) .................. Cha"man ....................................................................... Cha,r man(” ...... Yes .............................. 150 .
Zeinal Bava (2000) Member Chairman (CEO) Member (2) 63,161
Luis Pacheco de Melo (2006) Member Member (CFO) 45
Carlos Alves Duarte (2009) Member Member 40
Manuel Rosa da Silva (2009) Member Member 90
Shakhaf Wine (2009) Member Member -
Alfredo Baptista (2011) Member Member 8,193
Pedro Duréo Leitdo (2011) Member Member 758
Jodo de Mello Franco (1998) Member Chairman Member Member (3) Yes 13,308 (5)
José Xavier de Basto (2007) Member Member Yes -
Mério Jodo de Matos Gomes (2009) Member Member Yes -
Otavio Marques de Azevedo (2011) Member -
Francisco Bandeira (2008) Member 523 (6)
Rafael Mora Funes (2007) Member Member 501 (7)
Joaquim Goes (2000) Member Member Member 2,437
Pedro Jereissati (2011) Member -
Gerald S. McGowan (2003) Member Yes -
Maria Helena Nazaré (2009) Member Yes -
Amilcar de Morais Pires (2006) Member 3,242
Francisco Soares (2006) Member Member Member Yes -
Jorge Tomé (2002) (8) Member Member Member -
Paulo Varela (2009) Member Member 7,134
Milton Silva Vargas (2009) Member Yes -

KNuno de Almeida e Vasconcellos (2006) Member Chairman 11,1 90/

(1) Inherently in his office as Chairman of the Board of Directors.
(2) Inherently in his office as Chief Executive Chairman.

(3) Inherently in his office as Chairman of the Audit Committee.
(4) Under the rules described in Chapter I1.15. below.

(5) Of which 322 are owned by the respective spouse.

(6) Of which 236 are owned by the respective spouse.

(7) Held in full by the respective spouse.

(8) Resigned from office as at February 29, 2012.
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Assignments of the Executive Committee

Zeinal Bava - Strategy « PT Portugal
CEO + Human Resources + Oi Group
+ Innovation + PT Investimentos Internacionais
- Investor Relations - PT Inovacéao
« Communication & Corporate Image - Fundacao PT
« Internal Audit
- Regulation & Competition
« Institutional & International Relations
« Sustainability
Luis Pacheco de Melo - Management Planning & Control - PT Centro Corporativo
cFo - Financial Reporting « PT Pro
« Corporate Finance « PT Compras
- Financial Operations & Treasury «PTACS
- Taxation « Previsao
« Internal Control & Risk Management
« Service Hiring Strategy
- Financial Management and Collections
« Pension Funds
Alfredo Baptista - Networks «PTSI
- Information Systems
- Development of Products and Services
Carlos Alves Duarte - Enterprise Segment (Corporate and SME’s)
Manuel Rosa da Silva « Customer Care « PT Contact
- Installation and Maintenance
« Continuous Improvement
« Distribution Network
« Physical Security of Buildings, Networks &
Systems
Pedro Leitdao « Costumer Segment (Residential/SoHo and
Personal)
Shakhaf Wine + Holdings in Brazil « PT Brasil
+ Oi Group

\ + PT Inovagao Brasil J
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4.3. EVALUATION AND REMUNERATION

Evaluation Committee

In line with best national and international practices in matters of corporate governance, as well as with
the recommendations of CMVM within this framework and with the Final Rules approved by the New York
Stock Exchange on corporate governance, adopted following the Sarbanes-Oxley Act, the Board of
Directors of PT decided, on 15 October 2008, to delegate on an Evaluation Committee the powers
necessary for the evaluation of the executive members of the Board and the Board of Directors as a whole.

For the assessment of the executive members, the Evaluation Committee proposes to the Compensation
Committee the relevant criteria and objectives in terms of compensation each year and for each term of
office, taking into account the plans approved by the Board. It also has advisory powers on matters of
selection of members of the Board of the most relevant companies in the Group.

The Evaluation Committee has the duties, skills and responsibilities required to assist the Board in the
following areas:

- Evaluation of the overall performance of the Board;

+ Evaluation of the performance of the members of the Executive Committee, based on criteria
approved by the Compensation Committee appointed by the General Assembly of Shareholders.

Under the regulations, the Evaluation Committee is composed of the Chairman of the Board of Directors,
the CEO, the Chairman of the Audit Committee and four non-executive Directors, including at least one
independent Director, the respective mandates corresponding to term of office of the Board of Directors.
The Evaluation Committee is chaired by the Chairman of the Board of Directors of the Company, unless
it also exercises the functions of Chief Executive, in which case the Evaluation Committee is chaired by
one of its non-executive members appointed for that purpose by the Board of Directors.

Henrique Granadeiro (1) Chairman
Zeinal Bavay Member
Jodo de Mello Franco®y Member
Joaquim Goes Member
Rafael Mora Funes Member
Francisco Soares Member

Jorge Tomé Member
\° >/

(1) Inherently in his office as Chairman of the Board of Directors.
(2) Inherently in his office as Chief Executive Chairman.
(3) Inherently in his office as Chairman of the Audit Committee.
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Remuneration Committee

The Remuneration Committee, elected by the shareholders at a General Meeting, consisting of elements
outside the Board of Directors, has the task of approving the remuneration policy for the members of the
corporate bodies, fixing the remuneration applicable taking into account the functions performed, the
performance achieved (particularly with regard to the assessment made by the Evaluation Committee)
and the company's economic situation.

Inthe case of the executive members of the Board of Directors, the Remuneration Committee determines
their remuneration based on objective criteria approved by them and assessing their performance
conducted by the Evaluation Committee, in its expertise and listening to the Chief Executive Officer.

The current members of the Compensation Committee were elected on March 27, 2009 for the term of
office of 2009-2011, which expires on December 31, 2011.

Alvaro Pinto Correia Chairman

Francisco Barros Lacerda Member

Independence of the members of the Compensation Committee

Without prejudicing the necessary articulation of this Committee with the Board of Directors, the
composition of the Remuneration Committee seeks the greatest possible degree of independence of its
members from the Board. None of the members of the Remuneration Committee is part of any corporate
body or committee of the Company and no member of the Compensation Committee has any family
connection to any member of the Board by way of marriage, kinship or affinity in a straight line to the
third degree, inclusive.
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REMUNERATION PAID IN 2011  COMMITTES AS OF 31 DECEMBER 2011

Fixed 2011 Variable Total Audit Corporate Evaluation
FY 2010 Governance

e
R L i e T
Luis Miguel da Fonseca Pacheco de Melo 486526 420575 %7100
Manuel Francisco Rosa da Siva 486526 420575 907,101
Carlos Anténio Alves Duare 486526 420575 907,101
ShakhafWine@ 486526 420575 907,101
Alfredo José Silva de Oliveira Baptista (b0) 358313 - 358313
Pedro Humberto Mrornrtréirrbrbﬁréo leitio ) N 358313 . 358,313 o

Joao Manuel de Mello Franco 271,404 - 271,404 Chairman Member Member
José Guilherme Xavier de Basto 126,574 - 126,574 Member
ari 6 183,736 mber

Henrique Manuel Fusco Granadeiro 617,812 - 617,812 Chairman .
Joaquim Anibal Brifd Fre|X|aI de Goes - 785,3167 . 85,316 I Méhbér o Merﬁbér
Gerald Stephen McGowan 408 - as0s8

Amilcar Carlos Ferréirrrardreerdrais Pires N 744,(7)5273 . o 44,058 o

Francisco Teixeira Prerrreirrrarscr);arres 777777777 - 1732,i74 . 132,174 I Méhbér o Meﬁ'\bér
NunoRochadosSaﬁtrdsrdérAIVnV\eidaeVasconceIIos 777777777 - 1732,i74. 132,174. R ”Charirrmarn -

Rafael Luis Mora Funes 85316 - 8316  Member
PauloJoséLopesVéféIé 777777777777777 - '85316” 85,316. - Member -

Maria HelenaVaz de Carvalho Nazaré N 44058 44,058' S

Pedro Jereissati ) N 732,44? . o 32,447 o

OtavioMarques de Azevedo () 3w - 32,447

Milton Aimicar SilvaVargas 408 - 44058

Francisco Manuel Marl;dlrJVe;Béndeira © - - .

Jorge Humberto CorreiaTomé () /)~ - - Member  Member

5,318,715 7,661,920

K 2,343,205
(a) The remuneration of executive director Shakhaf Wine is paid through PT Brazil, a subsidiary of PT in Brazil, in local currency, being shown
in the table the equivalent in Euros.

(b) Executive directors Alfredo José Silva de Oliveira Baptista and Pedro Humberto Monteiro Durao Leitao were appointed to their terms
of office as at April 6, 2011.

(c) In addition to the amount referred to in the above table paid by PT, executive director Mario Joao de Matos Gomes has earned a fee in
the amount of Euro 7,838 paid by Forecast - Management Company Pension Funds SA for the functions of Chairman of the Supervisory
Board performed therein.

(d) Non-executive directors Pedro Jereissati and Otavio Marques de Azevedo were appointed to their terms of office as at April 6, 2011.
(e) Non-executive directors Francisco Manuel Marques Bandeira and Jorge Humberto Correia Tomé waived their pay for incompatibility
with other professional obligations.

(f) Executive director Jorge Humberto Correia Tomé resigned from office as at 29 February 2012.
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The compensation policy of the executive and non-executive Directors and chartered accountant are
defined according to the following criteria:

I. Remuneration policy for non-executive Directors, including members of the Audit Committee:

The compensation of non-executive members of the Board, including members of the Audit Committee,
follows a rigid model determined by an annual compensation fixed by the Compensation Committee
(to be paid 14 times a year) without attendance.

The fixed remuneration takes into account the fact that some directors also exercise their duties in any
of the committees assisting the Board, to support the exercise of its oversight function, and/or because
they are considered independent under and for the purposes of paragraph 5 of Article 414 of the
Portuguese Companies Code. In particular, the Chairman of any committee assisting the Board (not
accumulating with the position of Chairman of the Board of Directors, Chief Executive Officer or Chairman
of the Audit Committee) as well as the independent Members who are part of more than one committee
receive an additional pay of twice the remuneration of a non-executive Member.

Similarly, this fixed compensation considers the performance of duties as a member of the supervisory
board, especially as Chairman or as financial expert within the Audit Committee, taking into account that
performing duties in this corporate body implies compliance with the Portuguese legislation as well as
the mandatory rules to which the Company is subject, while foreign private issuer with securities
admitted to trading on the New York Stock Exchange (“NYSE”), including those under the Sarbanes-
-Oxley Act and the regulations of the Securities and Exchange Commission and the NYSE.

The remuneration of the Chairman of the Board of Directors of PT SGPS corresponds to an annual fixed
amount indexed to the fixed annual remuneration of the Chief Executive Officer, not including a variable
component. This does not invalidate the recognized capacity of the Evaluation Committee to propose
to the Compensation Committee to award a prize to the Chairman of the Board at the end of his term,
in accordance with the Group’s performance.

In line with Recommendation I1.1.5.1 of CMVM, even though this remuneration policy is structured to
allow alignment with the interests of society, there is no provision for any form of variable pay for
non-executive members of the board or for members of the supervisory board (without prejudice to the
possibility of awarding a prize to the President of the Board, as described in the previous paragraph).

Il. Remuneration policy for executive Directors:

The remuneration of executive management takes into account the performance of PT SGPS, in the
short and medium term, as well as the performance benchmarking with other companies of similar size
and business.

The remuneration of executive Directors is composed of a fixed component and a variable, being the
latter: (i) it is payable only if an average degree of fulfilment of objectives of 85% is achieved; and (i) in
the case of annual variable remuneration, it may be amount up to 90% of the fixed remuneration and in
the case of the multiannual variable remuneration, it can reach up to 70% of the fixed remuneration, if
the predetermined goals are achieved for each of these situations (being the objectives relating to the
annual remuneration fixed at the beginning of each year and those of the multiannual remuneration set
at the start of the term of office), as determined by application of the criteria and parameters specified,
in b. below:
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Fixed remuneration:

The value of the fixed remuneration of executive Directors was determined on the basis of a benchmark
study. In this study, companies included in PSI20, IBEX35, CAC40, DJ Eurostoxx 50 were considered, as
well as European telecommunications companies comparable to PT SGPS.

In addition, the determination of the fixed component of the remuneration of executive Directors for
the current term of office has taken into account the acceptance of the Chief Executive Officer’s initiative
to reduce his own fixed remuneration in 10%, as compared to the one established for the previous term
of office, in order to mobilize all Group sectors for the accrued effort that the global crisis context means
to the pursuance of PT SGPS' Strategic Plan. Such reduction is applicable to all the members of the
Executive Committee.

Variable remuneration:

The variable remuneration policy in PT SGPS is governed by the following guiding principles to ensure a
clear alignment between the interests of Executive Directors and the Company’s interests in line with
Recommendation I1.1.5.1 of CMVM:

- The pursuit and achievement of goals through quality, hard work, dedication and business
know-how;

- The policy of incentive and compensation of PT SGPS must allow the attraction, motivation and
maintenance of the “best people” on the market, as well as the stability of the executive team;

+ The implementation of a professional management philosophy and embodied in the definition
and realization control of ambitious (but achievable) goals, measurable annually and
multiannually (term of office), thereby taking into account developments in the company’s
performance and the Group;

- Developing a culture of market orientation and its best practices, measured, whenever possible,
by comparing the performance of the company’s goals with a group of companies and/or
organizations in its relevant market (domestic and international);

- The pursuit of excellence in management through a set of business practices of reference,
enabling the company to achieve balance and sustainability of the business;

- This will need to implement a management philosophy to develop its activity in three
dimensions: economic, environmental and social.

This variable component precludes share allotment or stock option plans.
Annual variable remuneration:

Given the tradition and the model existing at PT SGPS in the last decade, the performance evaluation of
the Executive Directors of the Group was indexed in annual terms, to the pursuit of goals at Group level.

The determination of the annual variable remuneration to be awarded on account of the performance
in 2009 will be determined based on a percentage of the fixed annual remuneration, calculated using
the weighted average level of achievement of each of the following indicators, and if this average
reaches 85% of the objectives established and if the company maintains the qualification of “‘investment
grade”at the end of each year (unless the loss of such a classification is the result of a strategic decision
of the Board):

- Ratio of total shareholder return (TSR) of PT SGPS, compared with the DJ Stoxx Telecom Europe
sector, TSR is understood as the sum of the change in share price with the amount of dividends
per share;

- Dividend per share delta adjustable if the Board of Directors change the dividend policy;
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- Earning per share (EPS) growth Delta;

- Revenue growth delta compared to a group of comparable companies;

- EBITDA growth delta compared to the same group of companies in the sector;
- EBITDA growth delta minus CAPEX.

After determining the annual variable remuneration in accordance with this methodology, the
Compensation Committee may increase or decrease the variable remuneration of the Chairman and
other members of the Executive Committee on the proposal, respectively, of the Evaluation Committee
and of the CEQ. In every case, depending on the degree of achievement of the pre-defined objectives,
that the annual variable remuneration will not exceed by more than 110% the fixed remuneration.

Variable multiannual remuneration

The determination of the multi-annual variable remuneration is calculated on an annual basis and
cumulatively over the term of office and paid at the end to Executive Committee members remaining at
PT SGPS until the end of the mandate (this requirement will not be mandatory if the Executive Committee
member does not continue at PT SGPS at the end of term for reasons not imputable to him), if the
weighted average of all indicators throughout the term of office reaches 85% of the established goals.

This calculation is done yearly and cumulatively based on the weighted average the degree of attainment
of each of the following quantitative and qualitative indicators:

- Evolution of total shareholder return (TSR) compared with the DJ Stoxx Telecom Europe sector;
- Dividend per share delta adjustable if the Board of Directors change the dividend policy;

- Earning per share (EPS) growth delta;

- EBITDA growth delta by reference to the figures contained in the Strategic Plan;

- Evolution of the Sustainability Index of PT SGPS as a function of DJSI methodology;

- Compliance with the strategic goals nationally and internationally.

The methodology of annual calculation of multi-annual goals was favoured to the detriment of the
calculation of indicator values exclusively at termination of office in order to render more effective the
control of the implementation result of the corporate strategy throughout the triennium.

If during any annual exercise the amount equals zero, the amounts due from previous exercises will not
be lost, if at termination of office, the result obtained from the evaluation of the multi-annual indicators
achieves at least 85% of the established goals. Otherwise, the accumulated amounts will be lost.

After the determination of the Multiannual Variable Remuneration in accordance with this methodology, the
Compensation Committee may increase or reduce the variable remuneration of the Chief Executive Officer
and of the other executive Directors, upon proposal of the Evaluation Committee of the Board of Directors and
of the Chief Executive Officer, respectively. In any case and depending on the level of achievement of the
pre-established goals, the MVR will not exceed the fixed remuneration in more than 88%.

Alignment of the interests of the Directors with the interests of PT

As described above, the multi-annual and annual variable remuneration of the Executive Directors of PT
SGPS in office in 2011, is dependent on their performance as well as sustainability and ability to achieve
the strategic objectives of the group, seeking this way to contribute to maximizing long-term
performance and also to align the interests of management with the interests of the Company and their
shareholders.

PORTUGALTELECOM | SUSTAINABILITY REPORT 2011



Remuneration policy of the Chartered Accountant

During 2011, the Chartered Accountant of the Company was paid according to normal practices and
remuneration conditions for similar services, following the conclusion of a contract for services and a
proposal of the Audit Committee of the Society.

The Sustainability Committee must ensure that corporate sustainability is part of and consistent with the
Group's strategy and cuts across all its subsidiaries.

In 2011, the Committee evaluated a number of new opportunities for improvement and proposed to
the Executive Committee, the following areas of intervention:

-+ Approval of the stakeholder consultation and involvement program;

- Approval of the issues relevant to stakeholders with a probable impact on the business of PT;

- Approval of the action plan to bridge gaps regarding benchmarks and stakeholders;

- Approval of program with action for the involvement of employees in sustainability initiatives;

« Preparation of instruments for child protection from ICT exposure;

- Internal awareness-raising / training actions in the area of responsible communication/marketing;
- Identify opportunities to create eco-efficient infrastructure and offering of products and services;

- Closer dialogue with all opinion leaders and analysts with a strong focus on transparency, rigour
and exchange of experiences and opinions.

All opportunities were approved by the Executive Committee and their developments and results are
mirrored in the present Report.

In September 2010, PT joined the Dow Jones Sustainability World Index in the telecommunications
sector. Being one of the most respected indexes worldwide, which analyses the performance of
companies listed on the New York Stock Exchange in terms of sustainability, and is a reference for
analysts and investors. PT is currently a Portuguese company included in the most important global
sustainability indexes, namely the Dow Jones Sustainability Index and FTSE4Good, of which PT is already
part since 2005.
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INVOLVEMENT WITH STAKEHOLDERS

1. SHAREHOLDERS AND ANALYSTS

1.1. PRINCIPLES OF RELATIONSHIP

PT undertook the commitment to create shareholder value by ensuring a good economic and financial
performance today and tomorrow. Transparency, information accuracy and confidence levels in the
management of organizations are increasingly determining factors in the evaluation processes of
analysts and investors' decisions regarding their options in capital allocation.

Therefore, the relationship built with shareholders and analysts is based on dialogue, rigour and
transparency of information. In addition to the General Meeting of Shareholders, the roadshows in the
main markets where the company is listed and where their investors are based, PT has specialized teams to
talk with market analysts and publishes all information relevant to this audience on its corporate website.

Means of relationship Instruments of relationship

General Meeting of Shareholders Quarterly, half-year and annual reports
National and international roadshows Sustainability Report

Specialised teams in dialogue Press releases with relevant facts
Corporaterwebsiter 7 7 7 Market Consultation on expectations and trends

Quote of the company on the stock where it is present

Investor Kit

Participation in consultations of international rankings

Throughout 2011, PT pursued its investor relations activities, conducting several events, roadshows,
presentations to investors and analysts, meetings and conference calls, and also participated in
conferences in Europe and the United States.

In 2011, PT held two roadshows, one in Europe and one in the USA, and participated in six investor
conferences in Europe and the USA. Additionally, it held over 300 meetings and conference calls with
analysts and investors.

1.2. SHAREHOLDER COMPOSITION

The share capitalis Euro 26,895,375 since December 10, 2008, fully paid up and represented by 896,512,500
shares with a nominal value of three Euro cents each.

At the end of 2011, the holdings of qualifying shareholders representing over 50% of PT’s share capital
were as follows:
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Date of report Institutions Ne. of shares % of capital % of voting rights
30/Dec/11 Espirito Santo Group (1) 101,697,080 11.34%  11.34%
02/un/11 RSHolding, SGPS, S.A. 90,111,159 ' 10.05% ©10.05%
23/Sep/11 o Capitra'IVRésearch and Méﬁagement (zﬁ o 89,463,498 N ”9.797% o 9.97%
30/Nov/11 Telemar Norte Leste, SA. 64,557,566 - 7.20% O 720%
31/Dec/11 Caixa Geral de Depésitos Group 56,011,952  625% C 625%
27/Dec/11 UBSAG (3) - 45,300,635 © 5.05% © 505%
13/Dec/11 NorgesBank @ 44,852,919 © 5.00% © 5.00%
23/5et/11 The Income Fund of América, Inc. 5) 44,575,845 497% o -
31/Dec/11 o Brancrirersrlhvestments Péﬁners, e 34,62787,5766 N 73.786% o 2.87%
12/Dec/11 Barclays Groupte) 23,689,084  264% O 264%
31/Dec/10 VisabeiraGroup 23,642,885 264% O 264%
14/Dec/11 P Morgan 21,590,141 241% O 241%
07/Dec/09 BlackRocklnc. 21,025,118 - 235% O 235%
03/Feb/10 Controlinveste Comunicacdes 20,419,325 228% o 228%
24/un/10 Telefonica, SA.6) 18,122,661 2.02% O 202%
Q/Oct/m o EuropacificGrowth Fund @) 18,061,608 201% o -

(1) PT further disclosed, on February 15, 2012, that the Espirito Santo Group held a qualified stake corresponding to 93,697,989 shares representing
10.45% of PT's share capital and corresponding voting rights. (2) PT further disclosed, on February 13,2012, that Capital Research and Management held
a qualified stake corresponding to 42,952,953 shares representing 4.79% of PT’s share capital and corresponding voting rights . (3) PT further disclosed,
on February 6, 2012, that UBS AG had a qualifying holding representing 42,024,498 ordinary shares representing 4.69% of PT's share capital and
corresponding voting rights. (4) PT also released, on February 6, 2012, that Norges Bank held a qualified stake corresponding to 44,442,888 shares
representing 4.96% of PT’s share capital and corresponding voting rights. (5) PT further disclosed, on February 3, 2012, that The Income Fund of America,
Inc. now holds a stake of less than 2% of the voting rights attached to the share capital of PT. (6) PT further disclosed, on March 6, 2012, that Barclays had
a qualifying holding representing 22,791,762 ordinary shares representing 2.54% of PT’s share capital and corresponding voting rights. (7) PT further
disclosed, on January 9, 2012, that JP Morgan held a shareholding of less than 2% of the voting rights attached to the share capital of PT and a long
economic position of less than 5% of the share capital of PT. (8) PT further disclosed, on January 22, 2012, that Telefonica had a shareholding of less than
2% of the voting rights attached to the share capital of PT and a long economic position of less than 5% of the share capital of PT. (9) PT further disclosed,
on February 20, 2012, that the EuroPacific Growth Fund held a qualified stake corresponding to 23,045,000 shares representing 2.57% of PT’s share capital
and corresponding voting rights.

PT has a diversified shareholder structure, with about two thirds of the capital held by foreign
shareholders, mainly divided between Europe, the United States and the United Kingdom, representing
approximately 31.5%, 16.3% and 12.7%, respectively of the shareholder base. The Portuguese market
represents approximately 32.1% of the shareholder base.

The shareholder composition of PT by geographic area has the following profile:

a N

CONTINENTAL EUROPE  31.5%
BRAZIL  7.2%
REST OF THEWORLD ~ 0.2%

PORTUGAL  32.1%

UK&IRELAND  12.7%

USA & CANADA  16.3%

\ /

1.3. VALUATION AND DIVIDENDS

In terms of total shareholder return, PT increased from 19.0% during the period 2009-2011, compared
with 0.0% registered by the index DJ Euro Stoxx Telecom during the same period. During the period
2009-2011, PT had one of the best performances among companies in the Euro zone and outperformed
the DJ Stoxx European Telecom Euro.
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EOTAL SHAREHOLDER RETURN OF EUROPEAN COUNTERPARTS IN 2009-2011

127.8%

’ 60.2%  60.5%
39.3%

23.8%
oo 122% 142% 1%0%

45%  62%

-72.9%

TKA BELGACOM PT  SWISSCOM TELIASONERA BT VOD TELENOR

Source: Bloomberg

Among the major financial markets, the NASDAQ registered the best performance in the period
2009-2011 (+65.2%), followed by BOVESPA (+51.19%) and the S&P 500 (+39.2%). In 2011, the Dow Jones
recorded the best performance (+5.5%), followed by the S&P 500 (+0.0%) The other major financial
markets recorded negative performances, reflecting the global economic and financial crisis.

In terms of shareholder remuneration, PT distributed in June 2011 about Euro 1,118 million to its

shareholders, broken down as follows:
- Ordinary dividend for the fiscal year 2010 amounting to 65 cents per share, and,
- Exceptional dividend amounting to 65 cents per share.

@HAREHOLDER RETURN (EURO PER SHARE)

1.575
1.30
065"
0.575 0.575 :
0.48
0.35
0.22
- N
2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012

\_ /

* Euro 0.215 per share attributed as interim dividend in December 2011

Forfiscal 2011, according to the dividend policy announced on November 3, 2010, the Board of Directors
proposed a dividend of 65 cents per share. On December 15, 2011, PT announced an interim ordinary
dividend of 21.5 cents per share, according to the dividend policy announced on November 3, 2010, in
the form of an advance of profits for 2011, paid on January 4, 2012.
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2. CUSTOMERS

PT is committed to building a lasting relationship of proximity, respect and trust with each customer.

To do this, the company’s brands are committed to give the market an effective response, adapting the
whole range of services and solutions of PT, to the needs expressed by each user, while ensuring the
continued provision of the subscribed services and customer satisfaction.

The last three-year period was marked by significant improvements in the areas of customer care,
delivery/installation of services and faults, in line with the suggestions and the subsequent recognition
by the market.

The increasing service sophistication and the expansion of the Group’s commercial offering triggered an
increase in the number of contacts for service subscribe, clarification, complaints and/or fault reports.
Therefore, PT has implemented a number of processes and platforms that made it possible to deepen the
knowledge about each customer, adjusting the provision of services to the responsiveness to each need.

Relationship is a responsibility of all Group employees, regardless of which roles and/or responsibilities
that they hold in the organization.

Listen to customers
Personalise the relationship with each customer
Innovate in market offering

Offer quality services
Ensure continuity in service delivery
Ethics in the commercial relationship
Qomoﬁon of correct habits in service use : J

Within this context, PT continued to wish to be recognized as the Portuguese company that offers the
best customer experience, having received this recognition from several entities over the last three years,
both at domestic and international level.

With this responsibility, we have continued to seek the path of excellence in this area and to reinforce
the channels of communication with customers, in order to meet the expectations identified in our
market surveys.
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The path to excellence in customer relationship is based on a company-wide management model.
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PT entered a new stage in customer relationship management with the new CRM (Customer
Relationship Management) platform, also called project ONE.

For each customer, we get just one screen, one history, one look and one vision.

With the development and implementation of this new CRM solution, PT gained a single image of the
customer in every contact point, facilitating the relationship and a better understanding of each one’s
expectations.

Know customers

Interact

Personalise Respect each one’s expectations

Anticipating solutions and improving customer service — Tactical Centre

With more than 100,000 daily contacts, together with the launch of new services and updates to the
network, PT has the problem of recording situations/complaints presented by customers, for which it had
no suitable, fast and efficient solutions, thus possibly affecting the quality of service and consequently the
level of satisfaction of its customers. Therefore, it created an observatory where every case exposed in the
scope of customer service is monitored and where new problems are identified and suitable solutions
defined. This observatory, designated Tactical Centre, strongly contributed to accelerate the response to
customers and to improve the success rate in contacts made via contact centre.

Goals of the Tactical Centre

- Focus on customer impact — To improve customer experience, reducing the number of
technical calls and fault reporting

- Articulation of different interventions:
- To articulate the intensity of interventions with weather forecasts (fault estimate);
+ To measure the impact of network interventions on the quality of service to the customer;
+ To promote communication, involvement and company-wide participation: customer support,
technical areas, operations, business;
- Control of impact on the customer — analytical and objective quantification;
- Continuous monitoring — to reduce perception-based analyses;
- Service assurance - provided by the technical team dedicated to the tuning of the upgrade processes.

In 2011, 428 new situations were identified, distributed by the following areas:

Wireline

Wireless

Common areas

From the identified situations, circa 90% were corrected immediately, minimising the negative impact
that these occurrences might cause to other customers and to the customer services of the company.

Examples of situations identified over the last three-year period and solved in the scope of the Tactical
Centre:

Common Areas: the quality of the telecommunications services is affected by atmospheric conditions,
so after a bad weather alert from the National Authority for Civil Protection (ANPC) there were a number
of preventive actions defined in the scope of the Tactical Centre, together with the technical areas in
order to minimize possible negative impacts derived from the bad weather for the days identified during
October. This operation minimized the negative impact that atmospheric conditions usually provoke on
telecommunications.
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Wireline: Due to human error, the price update of the fixed telephone service of the residential segment
caused an impact on the prices of this service for the business segment. When this situation was
detected in the first billing cycle, it was solved at once, avoiding inconveniences to all the other business
customers in the remaining billing cycles in the same month.

Wireless: After a request from the business units, the minimum top-up values were changed. Due to
human error, the new top-up values would not update the validity of the card for another 30 days as it
should be. This correction was made in two days, avoiding an impact on more than 90% of the customers
using this service.

Business: Definition of the form of action in situations of spam. Sending a high amount of email by
some customers, causes that enterprise customers are left without email access. A preventive circuit of
action in these situations includes blocking (pre-emptively) email accounts of corporate clients that are
sending more email traffic than normal and providing this information to the call center for an effective
response to blocked clients. There is an ongoing project for improvement of account lockout policies,
enabling to proactively inform customers that they are going to be blocked.

Customer Ombudsman - minimising unsatisfactory situations

The customer ombudsman evaluates the complaints received from unsatisfied customers, after
unsatisfactory solutions have been presented by all the other areas of the company.

During 2010, 61,143 complaints were evaluated and solved.

Customers

61,143

Every situation presented and evaluated by the services of the Customer Ombudsman was solved in
accordance with the customers'expectations in a short period of time, which varied from 4 to 24 hours,
according to an evaluation of the urgency of the situation.

Performance in customer contact

It is essential for PT that customers feel satisfied with their customer contact services.

Being aware that the number of contacts would necessarily increase due to growing service
sophistication and diversification, the performance monitoring reached shows that the improvement
measures introduced contributed to increase PT's customer contact capacity in terms of response time
and quality.

Contacts made (monthly average) 95.3% 91.3%

Due to changes derived from Decree-Law 134/2009, the months November and December 2009, and January and February 2010 were
not included in the averages.
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72,503 67,455
Time spent installing each one - days (monthly average) 10.3

Time spent repairing each one - days (monthly average)

The three-year period showed an unusual capacity of PT to adapt to the market because, not only it
innovated significantly its commercial offering — with the multi-platform services and expansion of the
fibre-optic network across the country — but also adapted effectively its contact and care services to its
customers who legitimately increased their support requests to obtain clarification, troubleshoot faults
or have new services installed.

In line with the goals set for the three-year period, the request resolution time improved on average and,
this year, the average time for the resolution of complaints was significantly reduced (47%), compared
with the previous year, compared with the previous year and (44%) over the last three years.

Customer recognition demonstrated through the average score attributed to PT constitutes a strong
motivation to keep improving daily the relationship established with the market.

Apart from the CRM platforms, PT has chosen to survey regularly the market to collect perceptions and
expectations concerning the activity of the PT Group.

These surveys aim to assess the level of customer satisfaction and are conducted on market segments,
obeying generically with the following criteria:

Residencial customers

Business customers

Global satisfaction index

Evaluation of fault resolution

These surveys are conducted by external market research institutions of good repute with renowned
experience in order to give accurate, neutral and impartial information and to constitute a valid basis for
the decision-making processes and identification of corrective measures.
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The methodology adopted in these studies is based on statistically significant samples for each market
segment and the overall results assessed in three years have the following profile:

Residential customer satisfaction index (1 to 10)

Personal customer satisfaction index (1 to 10)

Business customer satisfaction index of fixed service (1 to 10)
Business customer satisfaction index of mobile service (1 to 10)

Sources: Residential / Personal: Marktest
Business: DataE

In general, the average levels of satisfaction expressed by customers throughout the three-year period
were high and therefore reveal the existence of a positive relationship between both parties. The
business market presents on average satisfaction levels below those of the residential market and these
assessments over the three-year period stood at very high levels, with improvements from year to year.

The exception was the average satisfaction of the business segment area in wireline, which in 2011
declined slightly compared with the previous year, remaining, however, at a high level and in line with
the objective for this period.

2.3. DATA PRIVACY PROTECTION

The Information Security Policy in terms of Information Systems and Technologies was prepared
and launched in 2010, having most employees been subject to specific training actions and the
respective content was disclosed to both customers and users.

Confidentiality and security of consumer data, access and traffic protection to database information, as
well as confidentiality of telecommunications content, are areas safeguarded by PT in order to respect
the freedom and basic rights of each individual.

PT follows the national legislation scrupulously, which is very detailed and specific concerning this
subject, as well as the European and American legislation. Being listed in European and North-American
Stock Exchanges, PT is scrutinised by entities from different sectors, apart from the regular audits to all
the situations capable of rendering the protection of personal data more vulnerable with the support of
security and legal experts.

When we say personal data we mean any information of whatever nature and irrespective of the respective
support, including sound and image, relating to an identified or identifiable natural person: it is the person
who can be identified, directly or indirectly, in particular by reference to an identification number or to one
or more factors specific to his physical, physiological, mental, economic, cultural or social identity.

Information Security Policy

In 2010, PT prepared and launched its Information Security Policy in terms of the Information Systems
and Technologies. This policy contains a vast number of procedures about which most employees have
already been specifically trained.
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Knowing that this is a sensitive area in which evolution is fast, PT has been participating in discussion
forums on this matter and implementing measures deemed as best practices to safeguard data
protection and customer privacy.

The rules set out in this privacy policy supplement the provisions on personal data, provided for in the
contracts that customers celebrate with PT Group companies, as well as the rules laid down in accordance
with the Terms and Conditions governing the offer of various products and services, which are advertised
on the respective websites.

PT provides data pertaining to its customers exclusively on request by the judicial authorities and in the
terms of the law.

Participation in the 31 International Conference on Data Protection and Privacy

- As a sequence of the 31st International Conference on Data Protection and Privacy held in
Madrid, 50 countries came to an agreement on new common measures about data protection
and privacy, as some of the measures already developed and applied within the EU are expected
to be enforced outside its borders.

- The"Madrid Resolution”as the document is known, seeks to establish international standards to
ensure increased privacy and reservation in the access to personal data and may originate new
legislation in this domain in countries where it does not exist.

- PTis part of a working group in which representatives from circa 50 countries and companies in
the domain of the information and communication technologies are also present.

+ The approved document may be consulted online and defines the basic principles for the use of
personal data: loyalty, legality, proportionality, quality, transparency and responsibility. It also
recognizes the need of existence of supervisory authorities.

« The principles defined in this resolution are part of the “standard”in force in the European Union
and in Portugal, but the authorities have been defending the importance of its generalisation to
other countries as transactions and services are each time more global, as data protection of
Portuguese citizens may be rendered more vulnerable taking into consideration the absence of
rules in other countries.

A Committee responsible for the implementation and verification of the Privacy Policy applicable to the
group as well as for the definition of clear rules for processing personal data was created, ensuring that
all those who entrust us with their personal data are aware of how they are treated and what rights they
enjoy in this matter.

2.4. CONTENT SECURITY

Today's ease to access and to make available contents is really stimulating, no doubt contributing to
bring people closer together, and to make these more knowledgeable in diversified terms. Nevertheless,
we know that this reality causes concerns related to undue use of theses potentialities by segments of
the population with less critical and/or selection capacity to choose contents suited to their interests.

Aware of this fact, PT has launched initiatives whose goal is to make the population aware of the
responsible use of contents, makes available guidelines for the use of parental control devices and
software, follows the recommendations on international bodies on this matter and signed a protocol in
2009 with a scientific computing entity to monitor contents and for network security.
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Code of Conduct

PT signed in 2008 the Code of Conduct for activities of delivery of content services that aims to protect
minors from harmful content when using mobile communication services.

Protocol of cooperation for IT security and safe use of Internet

PT signed a protocol of cooperation with FCCN (Foundation for National Scientific Computing) in the
domains of IT and Internet security.

As to IT security, there is provision for an action or a number of actions carried out against a computer or
computer network that results or may result in the loss of confidentiality, integrity, or performance of a
data communications network or system, namely unauthorised access, information change or removal,
interference or service denial in a computing system.

As to Internet security, there is provision for the identification and denunciation of illegal contents,
aiming essentially to remove and make impossible the access to content pertaining to child porno-
graphy or violation of human rights, notably violence and racism.

Charter of principles to ensure greater security of children and young people

PT is also a signatory and founder of the industry alliance that developed a number of guidelines to
ensure greater safety of children and youngsters in the use of information and communication
technologies published in January 2012 - "Principles for the Safer Use of Connected Devices and Online
Services by Children and Young People in the EU’, and which brings together players representing the
entire ICT value chain: operators, manufacturers, social media, gaming and content providers.

“Communicating Safely” Program

In order to make the school community aware of the good use of content accessible via electronic
communication devices, PT prepared, through its corporate volunteer work programs, an initiative to be
brought to a wide number of schools nationwide in a classroom environment whose goals are:

- To promote the safe and responsible use of electronic content and equipment;

- To make educators aware of the parental control tools currently available.

This program was prepared and tested in some schools in 2009, and it is being executed all over the country.
Guidelines for best practices in the use of services and parental control

The interactivity of the new media not only opens doors, but also, just as in other aspects of day-to-day
life, requires attention in order to preserve the safety of each individual, of their personal data and the
information or content that they want to access and share with others.

It is therefore essential to know the correct and ethical ways of using these services so as to ensure that
experiences in today’s digital world be more enriching and responsible. PT, aware that this path is the
best for the safeguard of their customers, particularly the younger ones, provides parents and young
people with a number of services and guidelines, which tend to promote safe use of information and
communication technologies, which can be found online on the respective website.

.
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2.5. RESPONSIBLE CONSUMPTION

For PT, it is crucial to provide customers with the necessary knowledge so that they can make their
purchase, subscription and/or use options consciously and responsibly.

The increased convergence between devices and contents, between the fixed and mobile networks
and the new functionalities afforded by the fibre optic network (including FTTH - Fibre-to-the-Home),
together with the consolidation of the customer management and interaction, programs for customer
service improvement and the aggregation of more sustainable attributes to the commercial offering,
were some of the issues on the management agenda of the business units of the group’s companies
over the last three years.

Initiatives that contribute to a more responsible consumption

In order to ensure the clarity of the tariffs associated with the acquisition, subscription and use of
services, PT had already launched in 2009 a new bill that presents each item more clearly to its customers
and kept the online divulgation of prices as well as simulators so that each customer may have total
control over the amount spent and may select the most convenient solutions for their specific needs
and characteristics.

Communication of prices and tariffs

a N

e Online N (. Price plans
Available and up-to-date 365 days a year - Prices of service packages
- Service/price simulators
- Customer portal
o /
N 7
Bill - Detailed description of each billed item
Paper and online

- N

\_ J

User manuals that promote healthy and environmentally-friendly use of products and services

- All the products and services commercialized by PT are subject to rigorous tests in order to
ensure user health and safety and, for each one, there is a user manual of procedures and/or
labels provided with the specifications on their adequate use and what to do whenever replaced
or discontinued by the users.

- In addition, PT developed and promoted a mini-website with an entertaining content that
informs customers about the opportunities and risks to take into consideration in the selection
and use of ICT-related devices and services: http://sustentabilidade.telecom.pt/.

- The packages of the products sold contain labels indicating the correct forwarding of the
respective waste.

In 2011 there was not any controversy associated with the products and services marketed by PT.

PORTUGAL TELECOM | SUSTAINABILITY REPORT 2011



. INVOLVEMENT WITH STAKEHOLDERS | CUSTOMERS

Guidelines for minor protection and parental control

- On the website of the company, customers will also find user guides that include not only
parental control indications as well as indications to protect the identity of each user and access
to harmful contents. Soon, we will also make available indications on healthy ways to use tele-
communications equipment and services.

Impacts of services and products

« Through case studies, published online on the website, PT informs customers about the impact of some
of its services: highlight goes to the study on the carbon footprint of the mobile service and its
comparison with the carbon footprint of other services.
http://www.telecom.pt/NR/rdonlyres/OEF3D6DB-B23C-4288-86C3-046832F85D95/1458006/
MobileCarbonFootprint.pdf.

Products and services that minimise customers’ carbon footprint
+ The commercialisation of services and solutions, based on the new information and communication
technologies, will contribute decisively to the energy dependency reduction of our customers and
consequent atmospheric carbon emissions minimisation. The healthcare, education, and domotics
domains have already started to become the basis of this new paradigm and although still little signi-
ficant, they are already a new window of opportunity in environmental preservation.

Products and services for people with special needs

« The commercial offer available includes products, services and solutions for people with special needs
and offers packages adapted to foreign residents.

Responsible Marketing

- Promotional campaigns made by the company seek to respect the beliefs and values of the
target audiences and provide accurate information about the characteristics and forms of use of
the services/products advertised.

+ All campaigns are published containing one or more contact forms - an email, a website and/or
a phone number - through which a customer or a potential customer can clarify doubts, give
suggestions, request detailed information or subscribe to the product/service promoted.

- Messages used in the campaigns are built consciously and responsibly, appealing to the benefits
of the brand, product and/or service. Messages are avoided establishing comparisons with the
competition or that reveal situations susceptible to undermine the values and beliefs prevailing
in Portuguese society.

Last year, PT was not subject to any dispute regarding their communication campaigns.
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3. EMPLOYEES

Globally, the profile of PT's employees underwent changes at international level, arising from the sale of
the operation held in South America, Brazil - VIVO — and the subsequent acquisition of a stake in the
largest Brazilian operator — Oi, in 2011.

Thus, the overall profile of the employees of the group acquired the following configuration:
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* Data from PT in Portugal.
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The distribution between men and women has remained stable over the last three-year period — in
every ten employees, about six are men and four women.

6EOPLE WITH DISABILITIES*

2009

2010

2011

\_ /

About 1% of PT's employees have disabilities.

/ AVERAGE AGE* (YEARS OF AGE)

2009

2010
2011

\_ /

The average age of employees remained at the same levels over three years, although it shows a slight
increase in the last year.

ﬁVERAGE TERM IN SERVICE* (YEARS OF WORK IN THE SERVICE OF THE COMPANY)

2009
2010

2011

\_ /

The average term in service of PT's employees was stable over the three-year period, revealing a slight
increase in the last year

6NIONIZED EMPLOYEES*

2009
2010

2011

\_ /

The percentage of unionized employees showed a slight reduction over the last three years while the
number of employees covered by the Company Agreement — designed and approved by all entities
representing the employees — includes, in 2011, approximately 64% of all employees.

* Data from PT in Portugal.
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mPE OF CONTRACT*
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Over the last three years, collective contracts account for about 2/3 of the contracts established with the
employees and individual contracts, about 1/3.

ﬁBSENTEEISM*

[2011

[201 [}
K[2009

N A

/

The rate of absenteeism at PT, calculated from the potential of working hours and the number of hours
of absence remained stable throughout the last three-year period, between 3 and 4%, amounting to
5.9% for women and 2.6% for men in 2011.

ﬁATE OF RETURN AND RETENTION AFTER PARENTAL LEAVE IN 2011*

= o
s o e

[ RETENTION RATE [¥ RETURN RATE

NS /

All employees are covered by the right to parental leave and the rate of return after parental leave, in
addition to the retention rate at the end of a year, are those referred to in the chart above.

* Data from PT in Portugal.
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mANAGERIAL POSITIONS BY GENDER*

e e
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The percentage of women in managerial positions increased slightly over the last three years.

HYPES OF WORK SCHEDULES*

[FIXED ] 22%

78%

[FLEXIBLE

2011 172010 [92009

N

Flexible work schedules allow a better reconciliation of work and family life. Most employees have a
flexible work schedule assigned, and this percentage increased slightly over the last three years.

ﬁROPORTION OF PAY BETWEEN MEN/WOMEN*

(BLUE COLLAR ) -
[WHITE COLLAR ] _
[OTHER MANAGERS ] _
[TOP EXECUTIVES ] -
\Z /

Among top executives, women receive on average a slightly higher pay than men. Generally, among the
remaining employees, men’s salaries are on average slightly higher than women’s.

* Data from PT in Portugal.
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CMINIMUM REMUNERATION PAID BY PT/GUARANTEED MINIMUM MONTHLY REMUNERATION* =1 (201 ‘D

At PT, just 11 employees receive the minimum remuneration.

NARIABLE REMUNERATION/BASE REMUNERATION IN 2011*

[REMMAINING EMPLOYEES ) -
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The top executive and the commercial functions present a higher level of variable compensation
compared to the fixed remuneration.

ﬁCADEMIC TRAINING*

o R
o0 Ll sl
o e el

BASIC [ SECONDARY [ UNIVERSITY

_

Over the last three years, the academic training of employees has evolved into a slightly higher training level.
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At PT, the proportion of women increases with the level of academic degree (2011).

* Data from PT in Portugal.
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TURNOVER RATE OF EMPLOYEES*

Global 1.34
L
Women 1090
Men 1.64
Age ....................................................................................................................................................
<30 - - - 331
30-50 - - - 079
>50 - - - 10.03

*In 2011 the turnover rate at PT was 1.34. This figure was 1.64 in men and slightly lower for women (0.90).

In terms of age, the rates reflect the bet on staff rejuvenation, showing a value of 3.31 for employees
under 30 years and of 0.03 for employees aged over 50 years.

Age/Gender

* Data from PT in Portugal.

The number of employees hired during the year 2011 and left in the same year is 27, mostly women
(70%).

3.2. HUMAN RESOURCES MANAGEMENT MODEL

The people who are part of the organisation assume a fundamental importance for management as
their capacity of adaptation to market changes and innovation in the use of their work tools contribute
decisively to making the difference and consequently to the positioning of each company on the
market.

Through the profound knowledge about the strong and weak points of each employee and of the
organisation itself, it is possible to develop management methodologies to optimize the alignment
between personal skills and company goals and in this way contribute to aggregating value to the
respective businesses.

In fact, it is people who with their attitude, skills and degree of involvement with the organisation that,
more and more, constitute the main factor of differentiation and competitiveness of the company in the
global market.

PT’s human asset management is done taking into consideration the Universal Declaration of
Human Rights as part of the 10 principles of the United Nations Global Compact signed by PT,
also complying with the Social Responsibility principles of UNI (Union Network International)
and the Portuguese labour legislation.

PT keeps being recognised as a family-friendly company by AESE (Escola de Direcao de Negdcios) and
Deloitte, and maintains the certification of its management systems in the Occupational Hygiene, Health
and Safety area, in compliance with OHSAS 18001.
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PT’s Human Asset organisation aims essentially to:

- Promote a culture of merit and continuous development within the organisation;
-+ Maximise employee skills and capabilities;
- Ensure close and effective accompaniment of organisational structures;
- Ensure excellence in execution betting on specialisation;

- Promote a constructive labour relationship;

- Stimulate a fluid communication throughout the whole organisation;

+ Include all employees in this model irrespective of work contract.

\_

N

o

/Codes of principles and agreements N Development instruments )
+ Code of Ethics + Recruitment model
- Code of Ethics for Financial Officers + Welcome programs
- Company Agreement + Mobility programs
+ United Nations Global Compact principles + Training programs
+ Union Network International Code + Business Intelligence System
+ ETNO Sustainability Charter + Talent retention programs
+ Internal social responsibility programs
+ Corporate intranet
Y, \- Professional evolution model Y,
Management and Evaluation Tools (" Benefits h
- Organisational Climate Survey + Working time flexibility
- Performance Assessment system + Health Plans
(goals/management and technical skills) + Cultural, leisure and eating spaces
+ Employee Portal + Communication channels
- Feedback meetings + PT Club
+ Personal development plan + Plan of discounts for acquisition of services
+ Social Support Association
+ End of carrier support
NG Internal social responsibility J

/

*The HR model ensures equality of opportunities, equality of remunerations for identical functions, health and security protection and
minimum periods of time for communication of any work-related change, for any PT employee.

~

~

+ Employee portal

+ Feedback meetings for performance assessment

« Corporate Intranet

+ “éConsigo” (helpline —email and telephone line)

+ Workers’ Committee, Unions and Paritary Committee

+ Internal magazine and newsletter
+ Organisational climate survey
+ Welcome Program
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3.3. DIVERSITY AND EQUAL OPPORTUNITIES

PT, in addition to being committed to comply with national labour legislation, believes that it should
ensure equal opportunities to all its employees and candidates to their recruitment programs.

All policies that guide the company’s acting advocate equal opportunities at work, irrespective of
gender, age, race, religion, disability and/or sexual orientation.

In addition to integrating specifically this theme into its code of ethics, it is also a signatory to the
principles of the United Nations Global Compact and Corporate Social Responsibility Charter of UNI
(Union Network International).

The processes of identifying an appropriate profile to any function, by internal mobility or recruitment of
external candidates, are based on the respective technical and behavioural skills and suitability of
qualifications and skills of the candidates, for the performance of the activity.

Organizational climate survey

The organizational climate survey, among other topics, translates employees perception about
discrimination, where around nine employees out of ten each believe that there is no discrimination
within the company.

Gender

It should be noted also that the proportion of women in managerial positions is aligned with the
proportion of women in the Organization.

People with disabilities

At PT, over the last three years, about 1% of its employees are disabled and the company has adapted the
access to the work positions and the respective work positions, to their special needs.

Age
With an average age of 40 years, PT employees are aged between 18 and 70 years.

No child labour situation has been identified at PT or in any of the companies in their supply chain, but
if there had been any report of such a circumstance, PT would have initiated the procedures defined for
the resolution of child labour situations.

3.4. ATTRACTION AND RETENTION OF TALENT

RECRUITMENT

PT wishes to continue to rejuvenate its managers seeking to identify the necessary skills to achieve its
strategic goals and identifying young talent in the main Portuguese Universities.
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In 2011, 65 new interns initiated PT's Trainees program. This program has the duration of two years and
puts the interns in contact with the different areas of intervention of the company so that they may get
in touch with the entire business reality. The groups of Trainees annually admitted by PT deserve being
followed up and directly evaluated by the Chief Executive Officer.

During 2011, in order to optimise the talent retention programs already existing in the group, the pilot
program continued to be implemented, having several actions, namely coaching and advanced training,
been conducted on 40 managers who have shown talent according to two perspectives:

- Leadership, and

- Specific technical knowledge.
This project will be extended to the entire organisation during the current year.

This action has direct impact on employee retention, enabling to capitalize on the investment made,
both in terms of admission and of continued training of these employees.

Training and development

Employee training is considered a priority by PT's management. Only through an adequate training plan
can solutions be anticipated and value added to human resources, businesses, the environment and
society. Over the last three years, PT has invested more than Euro 10 million in training actions of their staff.

mVESTMENT IN TRAINING PER YEAR (EURO MILLION)*

2009

\_ /

mUMBER OF TRAINING ACTIONS*

2011

*Data from PT in Portugal.
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The number of training actions has increased over the last three-year period, having been conducted in
the year 2011 in the form described below:

ﬁORM OF TRAINING*

B-LEARNING 2%

E-LEARNING  14%

PRESENTIAL  84%

\_ /

(PARTICIPANTS IN TRAINING ACTIONS VERSUS UNIVERSE OF EMPLOYEES* = 96%

/

GVERAGE TRAINING TIME PER PARTICIPANT (IN HOURS)*

o e
e  —

o s
\_ J

The training time per participant rose slightly in 2011, to 50 hours on average per participant, although
the average number of hours is higher for senior management and, within these, male employees.

E
o s :

.
= e
.

[ BLUECOLLAR [ WHITE COLLAR

*Data from PT in Portugal.
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ERAINING AREAS*

MANAGEMENT 5%

ENVIRONMENT & OSH  13%
BEHAVIOURAL 4%
CODE OF ETHICS . 3%
IDIOMS 2%

ACADEMIC 4%

IT 14%

GENERAL . 18%

TECHNOLOGY  32%

\_ /

In addition to the areas of behaviour, environment, occupational safety and health and code of ethics,
employee training in 2011 related mainly with technological innovation and information systems.

Management and performance assessment

Performance assessment is a key element of the human resources management process having been
subject to improvements in line with the current market trends, with the company’s strategic direction
and with best practices that are taking place at international level.

Motivate

To motivate people throgh the establishment of objective criteria which make it possible to reward their
contribution to the performance of the organisation

Develop

To monitor employee performance, providing them with a clear direction; to establish future commitments

Improve results
Q) analyse the levels of goal fulfillment and skills proficiency /

A process of analysis in terms of behaviour skills and achieved results was defined and implemented,
involving all employees, which is based upon a number of transversal skills, systematized into a common
scale, differentiated by assessment profiles so as to allow an evaluation suited to the duties and skills of
each employee.

Knowledge
Attitude
Initiative

Rigour

Tea

gement

K Goal Achievement /
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The model comprises a top-down analysis, self-evaluation and feedback meetings between evaluator and
evaluated person, whose result is a Personal Development Plan for each employee, in which a joint
constructive analysis is drawn up for the development and maximisation of the strong points of the
employee as well as the identification of development actions on areas to improve.

The Performance Assessment is supported on an application resident on PT's internal portal, its main
features being the ease of access by all employees and execution of all associated actions.

This management tool allows:

To increase their knowledge of employee skills;

To increase their level of alignment with the strategy of the company;

To reinforce the orientation towards the fulfilment of goals;

To promote bottom-up and top-down communication.

A better knowledge of what the management values in their work;

Awareness of their strong points and areas to be improved;

New opportunities for direct communication with management to find the best solutions to meet the
defined goals;

The right vectors for improving their performance and development.

In order to ensure process transparency, once the conclusion of the assessments is stabilised in the
system, the self-assessments are made available on the intranet to the evaluators as well as the evaluation
and respective Personal Development Plan to the evaluees. The aim is to get feedback on the level of
satisfaction of the employee with the performance analysis process, so that during 2011, employees
should confirm their acknowledgement of their evaluation during the feedback meeting, not only to
validate that it took place, but also to express their agreement with the Personal Development Plan,
ensuring in this way the best articulation between all parties.

Professional development model

The telecommunications sector has evolved very rapidly in recent decades, which means successive
adaptations of its employees and management models of goals and incentives. So, in 2011, a new
model of professional development was implemented that seeks to blur the complexity arising from
previous models based on:

- simplicity,

- individual merit,

- internal equity,

- competitiveness, through compensation in line with the market, and

- transversality, as it promotes mobility.

This model includes five professional categories and five levels of development in the various functional
areas of the company’s activity.

With simple and objective rules, the new professional development model allows all employees to:
- have a clear perception of the evolution of his career in the company,
- know what is to be expected from their career,
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- know that performance matters to their evolution, and to

- feel more motivated to work.

Two movements of professional evolution are provided for:

- progression that certifies the employee movement to the next development level in the same
professional category, where they continue to perform duties of similar complexity;
- promotion that certifies the employee to a higher professional category, as they perform duties

of greater complexity.

PT's Research, Development and Innovation model is based on a program where all employees are
agents that contribute actively to its implementation. In addition to technological innovation, employees
have been called upon to participate in the organizational, procedural, environmental and social areas,

especially within the framework of incremental innovation.

-

Exploratory Innovation

Planned Innovation

Incremental Innovation

Main Intervenients: ) /Main Intervenients: ) gain Intervenients: )
- Universities - Business Areas - Employees
- Internal R&DI Areas - Technical Areas - Business Areas
- Technological Partners - Suppliers - Technical Areas
- Technological Partnerships - Customers - Communication Areas
- Reasearch Institutes
N AN N\ _/

N

OUTPUTS

- Products & Services

- Innovative Marketing
- Environmental

- Sustainability

- Social Sustainability

.

/

The structured approach to RD& management brought by the OPEN program, since its launch in 2009,
has been decisive for the promotion of a culture of innovation throughout the PT Group and for fostering

motivation of the whole staff.

Through the marketplace of ideas - online platform resident on the company’s corporate intranet -
employees respond to challenges, submitting, discussing and voting on solutions. About 2/3 of

employees have already participated in challenges launched by the OPEN program.
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6PEN PROGRAM | PARTICIPATION IN THE MARKETPLACE OF IDEAS

7000 2% .
42
5
.-

@

2,179 2,461
REGISTERED IDEAS IDEAS
USERS SUBMITTED IMPLEMENTED
2010 = 2011

\_ /

The ideas presented in the program are subject to an assessment in accordance with the economic,
environmental and/or social impact on the company and according to their opportunity for development
or implementation.

In 2011, this program generated 2,461valid ideas, of which 42 were implemented, which can be found in
the RD&lI chapter.

This new culture has contributed decisively to leverage methodologies and work processes within the
organization, to foster their social and environmental sustainability and to create a relationships ecosystem
susceptible to stimulate employee creativity and commitment in identifying ideas/solutions that
distinguish PT's attractiveness in the market.

3.6. COLLECTIVE BARGAINING AND REPRESENTATION OF EMPLOYEES

Employee policies and management model are the outcome of the dialogue between PT's management
and the heads of the workers' collective representation structures.

The issues discussed in the meetings relate to the issues on the agenda for the year in question.

a. Area, scope, duration, review and Joint Commission (Commission comprising PT executives and employee representation
structures)

g. Special conditions of work

Parenting

Worker-Student

K Physically disabled workers j
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/h.Workaace \

Personnel transfers (includes geographical mobility)
L

Normal period of work

Part-time work

Weekly Rest

k. Suspension of the provision of work
Public holidays
Vacation

Absences and unpaid leave of absence

n. Career model
Definitions, guidelines and professional activities
Professional development (progression and promotions)
Functional areas
Professional categories, functional contents and requirements
Table of minimum remunerations and reference values for integration in development levels

Integration process and functional migration

o. Regulation of disciplinary authority

In 2011, this dialogue had the following frequency with the issues subjects on the agenda.

Trade Unions Workers’ Committees and
Sub-Committees

Noof meetings in this year between PTs managementand representatives> 35 | st }

Issues handled: V¥

Collective Labour Agreement o

TrainingPep [ J

New CareerModel [ J [ J

Assessment & Incentives [ J [ J

Work Schedules ([ [

OsHPns [ [ J

Information Security [ J

Safetyin buildings [ J

Functional restrug;qripg 77777777777777777777777 [ J

Grantsand prizes [ ([

Financial results [ J
\Responsibility/SociaI Policy [ J o J

Agreed conclusions are incorporated in these meetings into the policy and management models
adopted.
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3.7. RECONCILING WORK AND FAMILY LIFE

Aware that many European studies identify that families express having great difficulty in reconciling
working life and family life, in particular as regards the gaps between working hours and the schedules
of their children’s schools and, where necessary, the support in case of illness of children and/or parents,
PT has implemented a number of procedures and initiatives aimed at mitigating the adverse
consequences of this reality.

Internal Social responsibility

PT's internal Social Responsibility area, “éConsigo” - is based on four pillars and intends to support
employees and their families, promote social values, group initiatives related with well-being, health and
culture, mark special moments and to support the development of employees’ children going through
difficult situations.

Internal social responsibility programs for Description of the scope of the programs
employees and family members

Grow Digital inclusion program, acquisition of school
skills and occupation of free time.

Support Program to support specific needs.

Action Sports and cultural initiatives that promote
well-being, anti-stress, and reinforce team and
family spirit.

Celebrate Program to commemorate special dates.

- /

We highlight the following procedures and programs that assume particular significance over the years
and, in particular, also in 2011:

Working hours

As to working hours, PT has flexible working hours, allowing employees a time band to start work and
another to leave work, which facilitates the reconciliation with the remaining schedules of the respective
families. More than 75% of the employees enjoy a flexible work schedule.

Employees with flexible working hours in 2011 - 78%

Health

In terms of health assistance, PT has a network of health care providers for employees and, if they so
wish, the rest of the household, in favourable conditions compared with other health care systems.

Support for studies of employee children

The PT has a support program — grants and excellence awards — for the studies of employee children
who are going through situations of apparent difficulty, related to temporary spouse unemployment
and/or situations of serious or protracted illness.

2,606 actions of support (+ 9% vis-a-vis 2010) were carried out.
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Summer camps for employee children

During school holidays, PT organizes (by age) summer camp programs for employee children. These
programs include didactic, ludic and sports activities, which are always very popular.

There were 1,603 participants (+23% compared to 2010).

Family volunteering

PT organizes volunteering programs outside working hours that allow employees to participate
individually or jointly with their families. These volunteering programs are often related to environmental
protection activities, outdoors, and/or social support (for needy young and/or elderly people).

The family volunteering programs had - 927 participants (+57% compared to 2010).

Budgetary and social training

PT organizes awareness-raising sessions on issues of concern to the families of their employees, in
particular relating to:

- Safety of children;
- Family budget management in times of crisis;
- Volunteering;

- Basic notions of first-aid;

The social training programs counted with 908 participants (+52% compared to 2010).

Celebrating births

PT offers a kit (basket of useful things for the baby) to celebrate the birth of employee children.

414 Kits were offered in 2011 (-14% compared to 2010).

Bookpoint

PT employees have a network of internal audiovisual libraries where they can request for their homes
and for a given period, different formats and different contents suited to various ages and interests.

Advantages of being PT

PT employees and their families also benefit from discounts and special conditions for the purchase of
goods and services in various stores and brands (e.g. mobile phones, computers, pharmacies, opticians,
gasoline, car repairs, travel and leisure, sports, etc.), through protocols established between PT and the
respective brands.
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3.8. ORGANIZATIONAL CLIMATE

To ask for answers, to listen for understanding, to analyse for improvements: these have been the basic
foundations of the Employee Satisfaction Survey that PT conducts annually on their employees.

Carried out in every PT subsidiary, the results of this survey have contributed not only to enabling the
employees to express their views in a voluntary, anonymous and confidential way but also to adjusting
the human assets management to the strategy of the Group.

Performed on all PT companies, this study has allowed not only employees to express their views in a
completely voluntary, anonymous and confidential way, but also to adjust human resources
management to the strategy of the group.

The enquiry implemented in 2011 included, once again, a wide range of topics relative to the concerns
and issues that involve the day-to-day lives of those who work at PT.

The accessibility of all employees and the confidentiality of the answers are guaranteed, through direct
access to the website of an external, independent company.

EMPLOYEES WHO PARTICIPATED IN THE ENQUIRY*

2009

2010

2011

\_ /

Over the last three years, the percentage of employees who participated in the survey increased
significantly from year to year, which indicates the recognition of the usefulness of this consultation tool
and the application of its results in human resources policies and practices adopted in the company.

The dimensions analyzed in this enquiry are as follows:

/

/

C Ethics ) C Involvement ) C Work Conditions )
C Discrimination ) CTraining ) CSociaI Responsibility )
C Company ) C Assessment ) CDuties )
C Team ) CRemuneration ) Clmage )
C Strategy ) C Career ) C Leadership )

\_ /

To guarantee result comparability, the 15 satisfaction analysis dimensions of previous years were kept,
having been assured the evolutionary analysis of the various indicators, not only at PT level, but also by
company, area of responsibility and department.

In 2011, the Overall Satisfaction Index (ISG) rose once again, reaching 76 points, on a scale from zero to
one hundred. This value reflects a growth of +7 pp compared to 2009 and +3 pp compared to 2010.

* Data from PT in Portugal.
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ﬁMPLOYEE SATISFACTION INDEX (I1SC)*

e I
e I

o I
N J

It should be noted that over the last three-year period the ISC showed substantive improvements from
year to year:

- The dimension that showed higher growth in terms of assessment was 'Social responsibility’;
+ The dimension ‘non-discrimination’always received the highest evaluation; and

- Compared to last year, the dimensions ‘Careers'and ‘Management - employees involvement’ had
the most significant improvements

Safety and health at work are provided by specialized organizational units. However, employee
representatives for occupational safety and health, as well as all employees, are an active party in the
continuous improvement of their working conditions and respective quality of life.

All employees are responsible for ensuring safety and health at workplaces, and in particular through
participation in hazard identification, risk assessment and on the definition and adoption of control
measures appropriate to each situation.

To better anticipate industry trends in this area, PT actively participates in ETNO’s work group “Good
Work Good Health” In parallel, information and management systems of PT's business units are certified
according to OHSAS 18001.

mANAGEMENT MODEL OF SAFETY, HYGIENE AND HEALTH AT WORK

_ [ Prevent work accidents, minimising professional risks.

— Combat professional illnesses, through the identification of the
factors that may affect the work environment and the worker.

— Monitor the worker’s health, whose technical responsibility belongs
to the occupational doctor.

OSH committees represent more than 75% of the employees of the group, and as they act in 99% of the
buildings of the PT group, it actually causes that the workers represented can be considered higher than
the population of PT Portugal and PT Inovacao.

\L)\_/u

Improve the quality of life of employees

Decrease the number and seriousness of work accidents

Improve human relations in the workplace

Ensure business productivity levels

Rationalise costs

* Data from PT in Portugal.
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- Develop prevention plans

- Participate in the definition of the information program, in the execution and implementation of information campaigns
to employees on OSH

- Participate in the design of the training program on OSH and in the development of the respective educational content
and media

Qarticipate in the activities of certified OSH management systems, particularly in internal and external auditing J

The OSH programs conducted by PT ACS cover all active employees and, during the year of 2011, stand
out the following activities and results:

Total Gender

72
12,331,012.96

Q°. of deaths due to occupational accidents ~ 1** 1

**This accident occurred by fall from height from a telecommunications pole, being the secondary cause the lack of observance of security
rules and procedures laid down for this kind of work. The primary cause is still under investigation.

Service

Transport

Sport
Other

Ne. of risk assessments performed (IPAR)/Establishment

Ne. of Studies and Opinions issued

The reviews of working conditions in spaces occupied permanently include the analysis of issues such
as thermal environment (temperature and relative air humidity), indoor air quality (carbon monoxide
and carbon dioxide) and lighting.

Ne. of simulations conducted

Ne. of studies and opinions issued

There was a significant increase in the number of simulations conducted each year, from 11 in 2009 to
461in 2011.

*Data from PT in Portugal.
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No. of Safety Procedures cards (FPS)
Ne. of health and safety plans (PSS)

No. of Reports/Opinions

Global plan for improvement of Individual Protection Gear used in PT companies;

Training action “STAP - Safety when working at a height - Wooden poles” for PT employees and some Service Providers
working outdoors, namely on poles.

Training conducted on employees 360 training programs on OSH

Average ne. of training hours per employee 6.5 hours

The intervention of PT ACS goes beyond the OSH management model, assuring health assistance to
family members of employees, whether in active, pre-retired and/or retired situation.

The intervention of PT ACS covers thus a universe of 50,544 beneficiaries, distributed as follows:

ﬁMPLOYEES BENEFICIARIES BY PROFESSIONAL STATUS*

ACTIVE EMPLOYEES  36%

RETIRED EMPLOYEES  64%

EMPLOYEES AND RELATIVES BENEFITING FROM PT’S HEALTH SERVICES

PROGENITORS 1%

DESCENDENTS  22%

SPOUSES  19%

EMPLOYEES  58%

* Data from PT in Portugal.
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4. SUPPLIERS

To ensure a broad supplier base, aligned with PT's values, principles and procedures, is an important
factor of competitiveness and sustainability for all businesses. The base of suppliers pre-selected and
registered on the portal created for this purpose, has remained stable over the last three years:

Registered suppliers

Domestic

International

The volume of purchases reduced significantly due to the sale of the Brazil operation VIVO and to the
fact that the main investments in the fibre-optic network (Fibre-to- the- Home) were made in previous
years.

VOLUME OF PURCHASES FOR DOMESTIC COMPANIES /
INTERNATIONAL SUBSIDIARIES (2011) EURO 792 MILLION

From the purchases madein 2011, 91% went to domestic companies and 9% to international companies.

a N

INTERNATIONAL 9%

DOMESTIC  91%

N /

Ne. OF SUPPLIERS WITH CONTRACTS IN CORPORATE
PROCESSES DURING THE YEAR 549

Purchases per service and/or product category

During 2009, the purchases made for the PT companies focused mainly in the area of terminal equipment
and in marketing campaigns, whereas in 2010 and 2011, they were associated mainly with the fibre-
-optic network (FTTH) and with IT, in particular the Data Centres.
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Base: values contracted.

To optimize the procurement of goods and services, thus contributing decisively to the creation of
competitive advantages and greater sustainability in the value chain, PT has defined a Procurement
Model that comprehends three stages — planning, market consultation and monitoring — supported on
the principles of ethics and respect for the environment and for human rights, which guide the attitude
of any company in their relationship with all stakeholders.

/PROCUREMENT PROCESS \

Planning Market Consultation Management
& Monitoring

\_ _/

Business success and customer satisfaction are closely related to the capacity of selecting suppliers that
fulfil the corporate needs and that are simultaneously aligned with PT's conduct as well as its ethical,
social and environmental principles among which those related to human and labour rights.

Therefore, the supplier selection and contracting model is based on rigorous principles of transparency,
honesty, equality of opportunities, fairness and confidentiality and is managed by a business unit — PT
Compras.
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Electronic platform for supplier pre-selection

All suppliers are subject to a pre-selection phase. An electronic platform was created for this purpose
that specifies the policies, requirements and values that guide PT's actions and has fields to fill in and
include documents to prove the capacity of response and ethical alignment of each one.

This platform has been improved over the years through the implementation of new features, which
help toreduce the time limits in which the respective processes run to increase information confidentiality
and security and to dematerialize everyday life and the environmental footprint in this organizational
relationship.

2011 saw the creation of the Club of Suppliers to facilitate the strategic alignment and the relationship
between suppliers and PT: a unique space where PT suppliers can in fully equal terms coexist in a
community whose values, goals and interests are potentially common.

Itis a space for best practice sharing where any supplier can sign up and join. For PT, it isa complementary
relationship mode that will help to highlight the advantages of ethical, environmental and social
alignment between its members and thus deepen partnership relations among all.

Supplier evaluation and selection

PT adopted regulations that ensure that along its relationship with suppliers, there are always systems
and processes that promote and assess ethical conduct and social responsibility, notably in terms of:

Supplier acquisition

Our code of ethics signals our a priori position and requirement in terms of ethics, environmental
protection and social responsibility for all suppliers wishing to interact with PT.

Supplier registration

Supplier registration includes a questionnaire containing detailed questions on the policies
followed in terms of quality, environment, social responsibility and occupational health and safety.
Consultation

Each supplier must deliver, together with their proposal, a document which states that they
respect and comply with, within the framework of their activity, the fundamental human rights
within the community and in the workplace, in particular those provided for in the Code of
Conduct of Social Responsibility, (fundamental rights, principles and standards applicable in the
field of environment, and occupational health, safety and hygiene at workplaces).

The supplier must also submit the documents proving the existence and compliance with
applicable environmental legislation, in particular with regard to waste management.

Selection

The level of social responsibility and environmental protection ensured constitute, among
others, evaluation criteria for eventual selection and/or later contracting.

Contracting

The contractual minutes negotiated with suppliers specify their compliance with environmental
legislation applicable to the activity developed under the contract in question, as well as the
laws and regulations concerning occupational safety, hygiene and health.

Suppliers not meeting the requirements included in the selection platform shall be automatically
rejected.
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4.4. TRANSPARENCY AND ANTI-CORRUPTION IN THE PROCUREMENT PROCESS

Apart from being governed by PT’s Code of Ethics and Sustainability and Social Responsibility Policy, the
application of PT's Procurement Model to the bargaining relationships with suppliers is translated into
the following practices divulged and verified with all interested parties:

Transparency

All the information should be made formally available to the potential suppliers during a
procurement process, ensuring full transparency in information access.

Equality of Opportunities

During the bargaining process, the equality of opportunities is guaranteed to all suppliers that
meet comparable requirements, enabling the group’s openness to all suppliers.

Access to Information

Suppliers will be able to have access to all the information and clarifications that they need on
any matter of the negotiations in course, in a clear, complete and cordial form.

Reciprocity and Rigour

All conditions relative to the delivery dates, prices, conditions of payment, conditions of
acquisition and attribution of responsibilities should be defined in detailed form, by both parties.

Loyalty

Employees intervening in the negotiation must take into account the company’s objectives,
trying to meet its needs in the most credible and advantageous form.

Reciprocal Procurement

Reciprocal procurement should not condition or interfere with the result of any bargaining
process.

Confidentiality

Both PT and suppliers should keep secrecy on all the information exchanged during a
procurement process.

Likewise, the following behaviours from suppliers in their relationship with PT are deemed unacceptable:
- Use of less competitive prices in direct adjustments or situations of sole supplier;

- Use of low prices during the negotiations, to win the contract, with the intention of increasing
them when the contract is won;

- Request for price increases throughout the duration of the contract;
- Request for information on other competitors;

+ Use or proposal of ambiguous conditions with the intention of gaining advantage over other
competitors;

- Lying or purposeful induction in error during the bargaining process;
- Commitment above their capacities;

- Exaggeration in the gravity of a problem to get bargaining advantages.

Code of Conduct of Social Responsibility of PT

The Code of Conduct of Social Responsibility of PT advocates, among other fundamental rights, freedom
of employment, non-discrimination, prohibition of child labour and respect for fundamental rights at work.

It has been a constant concern of PT to get the alignment of suppliers with this code by means of the
declaration of acceptance of the respective charter of principles.
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This process started in 2010. All corporate suppliers registered from 2010 were subject to successive
awareness actions. The acceptance of the charter is from 2011 indispensable condition for new suppliers
to join the Supplier Club, thus qualifying to take part in the purchase processes.

[¥ SUPPLIERS THAT SUBSCRIBED THE
SOCIAL RESPONSIBILITY
THAT DID NOT SUBSCRIBE THE SOCIAL
RESPONSIBILITY CODE

\_ /

Ethics Committee

Along with improvements included into the Sustainable Supplier Selection and Hiring Model, aligned
with the evolution of the market needs and requirements, PT Compras was created in 2007. Composed
of company representatives and of the chairman of the Governance Committee, the Ethics Committee
has the following functions:

Functions of the Ethics Committee

- To give to employees and to the company management all the clarifications deemed necessary
in the scope of the Code of Ethics

- To ensure the counselling of employees who may have doubts of interpretation or application
of the Code of Ethics to concrete situations

- To ensure the resolution of conflicts between Norms of Conduct of the Code of Ethics and the
specific functions of each employee

+ To analyse eventual deviations to the fulfilment of the Norms of Conduct defined by the Code
of Ethics and propose the measures deemed pertinent.

Any violation to these procedures may be denounced through the whistleblowing channel available at
PT's corporative website.

IN 2011, THERE WERE NOT ANY DENUNCIATIONS OF THIS NATURE - 0 DENUNCIATIONS

4.5. STRATEGIC ALIGNMENT ACROSS THE VALUE CHAIN

For PT it is essential to create conditions to promote the alignment between their principles and those
of their suppliers, believing that only in this way lasting partnerships can be created with mutual
advantages and beneficial results for society and environment.

[tis essential to make an annual assessment to measure the level of alignment between PT's sustainable
procedures and policies and those of their suppliers so that as a result of the findings it is possible to
identify the path that ensures an increased, continued approximation of those with a profile less similar
to that of PT.

Assessment of sustainable practices of suppliers

Continuing with their assessment of the sustainable practices of suppliers, PT Compras conducted the
third wave of the sustainability survey in 2011.
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The 2011 survey showed once again a high level of response, from 535 suppliers, with a positive
evolution of the average score, which stood at 75.3 (scale 0 to 100).

The performance displayed in the chart below indicates a high level of alignment in most suppliers.

ﬁSSESSMENT OF ALIGNMENT BETWEEN SUPPLIERS AND PT (%)
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Among the PT supplier base in terms of alignment, only about 1% is considered to be at risk to be
controlled.

In general, the average evaluation has improved over the last three years, and PT believes that this is due
to the approach adopted: successive approximation and identification of areas for improvement with
advantages for all. So far, PT has not identified the need to reject suppliers after being pre-selected and
accepted through the registration procedures defined and required in the existing electronic platform.

However, and following the individual feedback action to be undertaken, PT will raise the awareness of
the entities assessed in order to consolidate their position or, as the case may be, to evolve to levels of
greater alignment in order to meet the goals pursued by the company.

@IOLUTION OF THE LEVELS OF ALIGNMENT OF EACH CRITERION INCLUDED IN THE EVALUATION OF SUPPLIERS

[T LABOUR POLICY & BEHAVIOUR
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Exchange of experiences and good practices
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In connection with the supplier assessment during the last three years, there were additional 24 face-to-
-face audits conducted by the supplier control team of the PT group, in order to monitor compliance
with human and labour rights, particularly in terms of health and safety, labour policy and working
conditions.

24 FACE-TO-FACE AUDITS TO RANDOMLY SELECTED SUPPLIERS

THEMES: HEALTH AND SAFETY, LABOUR POLICY AND WORKING CONDITIONS

Future perspectives

In the scope of the development of the supplier selection and hiring model, from a continuous
improvement perspective, PT Compras identified the following opportunities to be implemented in the
near future:

Sustainability

Supplier monitoring: Continue supplier interaction in the scope of improvement in terms of
sustainability and of supplied services and/or equipment evaluation, aiming not only to reinforce mutual
knowledge, but also to contribute to constructive evolution of the partnership relationships with PT.

Audits: to promote a new wave of face-to-face audits within the framework of Corporate Social
responsibility (CSR) continuing the process begun in 2010.

Supply Evaluation: PT is developing, with implementation scheduled for 2012, a new supplier
assessment platform, focused on the supply side, in order to assess supplier performance in this context,
in a transversal way and based on criteria deemed critical: quality of supply, meet SLA compliance,
proactivity, etc.

This tool will not only contribute to procedural transparency in supplier contracting, but also through
actions of systematic feedback, make a contribution to the positive development of suppliers with direct
impact on performance improvement and development of partnership relations.

Conflict minerals: PT will develop actions with their suppliers in order to minimise the risk of equipment
acquisition from conflict regions, where human rights and international law are violated, that might
incorporate the following minerals and metals: tantalum, tin, tungsten and gold, commonly referred to
as Conflict Minerals 3TG.
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PRESERVING THE ENVIRONMENT

1. STRATEGY OF ENVIRONMENTAL PRESERVATION AND
CLIMATE CHANGE COMBAT

1.1.VISION

We know that climate change will have repercussions in company businesses and its potential financial
implications are on the agenda of both the community and investors. Therefore, PT has identified this
issue in day-to-day management, anticipating strategies that contribute to preserving this balance
between environment and society at large.

Technological evolution, lower energy-dependency of the new equipment, progressive introduction
and availability of renewable energies, remote control through domotics, waste segmentation and
collection and its more adequate routing for reuse or recycling are now enabling PT to optimize the
relationship between their environmental impacts and the delivery of each time more sophisticated
services to the market over the last three years.

On the other hand, the new information and communication technologies and next generation
networks already allow us to deliver services to the customers that contribute to reducing their
environmental impact, namely carbon dioxide emissions and in this way, also contribute indirectly to
ecosystem balance.

We know that the systematic search for solutions that minimise the impacts of our activity on society,
together with the contributions that the new information and communication technologies may induce
in our customers, will certainly promote better environmental quality in the future.

However, this balance is not acquired overnight. It is a path whose results are neither linear nor
immediate. The telecommunications industry is in profound change, and not all operators are offering
the same type of services: PT, besides offering triple play services — TV, internet and voice - for IPTV
(requiring a large amount of information storage), also offers Smart Cloud services, which in turn require
data centres, with increasingly bigger capacity and consequently with increased energy needs to
provide adequate power and cooling for the respective equipment.

1.2. STRATEGIC DIRECTION IN THE LAST THREE YEARS

Over the last few years, PT dedicated itself to promoting the implementation of good environmental
practices withinits organisation, with suppliersand customers, having defined a policy and environmental
management system that deserved the recognition and the progressive certification of each one of its
business units in compliance with international standard I1SO 14001.

In the last three years, the environmental strategy adopted by the company aims to implement a
number of measures to rationalise the energy-dependency of its activity and its customers, and
consequently reduce the impacts of the CO, emissions related directly or indirectly to the services
delivered to the market.
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Principles and knowledge that guide our practices

PT subscribes, applies within the company and participates actively in the promotion of the principles
of sustainability and environmental responsibility recommended by national and international
organizations with which the management company identifies itself:

- 10 principles of the United Nations Global Compact;

+ Environmental Charter and Sustainability Charter of ETNO (European Telecommunications
Network Operators);

- EU's Codes of Conduct of Energy Efficiency in the ICT sector;

- Recommendations of the Business Council for Sustainable Development in Portugal;

- Participation in the Green Touch initiative.

The Green Touch initiative, presented in the UK, constituted by a consortium of industry-leading partners,
research institutions and non-governmental organizations, aims to reduce by 1000 times ICT energy-
-consumption and respective carbon footprint.

The telecommunications sector has a marginal contribution (about 1%) to the total current CO, emissions;
however it may have a key role in the overall reduction of national emissions. According to the study
“SMART 2020 Portugal™, the indirect impact expected for this sector alone will fulfill the objectives set by
the European Union, and this impact represents approximately ten times the direct carbon footprint of
the industry.

The studies carried out indicate that the adoption of services based on the new features of the next-
-generation networks, intensify the reduction of total CO, emissions by about 15%. The areas of health
care, education and home automation have already begun to form the basis of this new paradigm and,
though still little expressive, are already a new window of opportunity for environmental preservation.

1.3. STRATEGIC APPROACH FOR THE NEXT THREE YEARS

The three-year period, which we have already started, will be marked by a paradigm shift where we want
to place ICT at the service of the environment. It will be a long path, whose effects will feel over the next
several years: to contribute to the reduction of CO, emissions and energy consumption of our clients,
seek to do more with fewer resources and assess the impacts of each initiative, product or service, are
the main designs adopted.

4 N

Until 2011 ......
Reduction, rati lization, t

- Environmental policy

- Certified management systems

- Energy efficiency measures

- Innovation - networks, IT and lighting
- Involvement of suppliers

- Measurement of impacts of activity

- Partnerships with specialized external
entities

G

'SMART Portugal 2020 - Increasing Energy Efficiency through ICT - BCG Study with PT Group Participation
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The company’s intervention will occur at several levels: networks, data centres, equipment, information
systems, air-conditioning, buildings and new services to market, being instrumental the full involvement
of the entire value chain: suppliers, partners, employees, customers and NGOs.
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2.INNOVATION | ECOLOGICAL PRODUCTS AND SERVICES

To serve current and future generations, the company has to constantly lay the foundations for new
ways to live, work and communicate over the next 100 years.

All structuring projects of PT are planned in order to minimize the company’s environmental impact.
Furthermore, all employees are encouraged to contribute with ideas for improvement in this area and to
look for ways to reduce the environmental footprint of their work processes.
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In this context, we highlight some of the measures implemented over the last three years and, in
particular, in 2011:

+ Green IT - Through Virtualization: PT has been increasing the internal virtualization indexes
through the massive use of virtual information storage, cloud solutions, in order to achieve signi-
ficant gains in terms of energy efficiency and, in this area, the virtualization index increased from
34% in 2010, to 42% of the total number of servers in 2011.

- CopyPoint: through the consolidation of print and fax equipment onto a centralized manage-
ment service, it was possible to achieve efficiency gains. This project allowed in the first half-year,
after its implementation, a reduction in paper consumption by 12,5%, 49% in consumables, and
66% in energy consumption of the equipment.

- More efficient air conditioning: Replacement of older and therefore less efficient air-condi-
tioning machines, by others with proper refrigeration suited to existing loads, thus more
energy-efficient. It is worth pointing out that the vast majority of these machines already have a
free-cooling system, with a reduction of approximately 187 tons of CO, emissions in 2011.

- Installation of LED lamps: replacement of existing fluorescent bulbs in PT buildings with
lamps with LED technology, thus allowing for a consumption reduction in the order of 94% and
an increase in the useful life of the same.

- Efficient use of lighting in buildings: obligation to turn off the lights of the corridors of
buildings during the weekends and holidays.

Monitoring and detailed analysis of energy consumption: detailed presentation of energy
consumption data in real time. Allows performing diagnoses and determine improvement
actions in order to reduce electricity consumption in some places and spaces of the company,
as for example, in the use of elevators, where there has been a reduction in energy consumption
by around 30%, during a campaign held in the last three year period.

« Autonomous photovoltaic solution: development of an innovative autonomous photovol-
taic solution to overcome the energy inefficiency of the system then existing. This action results
in an annual energy savings corresponding to 15,277 kWh, with consequent reduction of
emissions at about 7.18 ton of CO,,

- Efficient gardens: placement of decorative stones in the company’s gardens to support the
reduction of water consumption and costs associated with the maintenance of plants. Additio-
nally, was implemented a process to relay the water used in washbasins and rain water to irrigate
gardens and that also contributes to the reduction in water consumption.

2.2. ENVIRONMENTAL SUSTAINABILITY IN NETWORK INFRASTRUCTURE

« In the fixed network: Portugal Telecom expanded, in 2011, its fibre-optic coverage (FTTH),
having currently more than 1.6 million homes passed and ensuring the permanence of Portugal
in the European leadership in terms of implementation of a fibre network. Furthermore, the
FTTH network was reinforced with new ONT features — Optical Network Terminal - monitoring
equipment of the fibre-optic infrastructure.

+ In the mobile network: took place an important modernization of the TMN mobile network
with the adoption of multi-standard equipment, with improvement of the quality offered to
customers and adoption of more efficient and environmentally sustainable technologies.

Finally, PT has taken important steps in mobile network infrastructure optimization to develop solutions
for passing seamless mobile network traffic to WiFi networks.
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2.3. ENVIRONMENTAL SUSTAINABILITY IN THE NEW DATA CENTRE

In 2011, PT began the construction in Covilha of one of the world's largest Data Centres, which will come
into operation atthe end of 2012 and will be supported by a network of high-speed fibre communications
that will connect it to the major global communications networks. Representing an investment of
Euro 90 million in the first two phases of the project, the new PT Data Centre will occupy more than
75,500 m? and will have a capacity of over 50 thousand servers with 30 Pbytes, allowing the export of
data storage capacity of European companies and technological services. The project will enable the
creation of more than 1,400 direct and indirect, skilled, specialized jobs, making Covilhd one of the cities
that most contribute to the economic development of the country.

The new PT Data Centre will differentiate itself by high levels of sustainability and energy efficiency, with
savings of 144 thousand tons of CO, and 40% in energy consumption.

The commitment to Covilha is also brings about the creation of partnerships with several local agencies,
in particular with business (INDIGO and NERBAC) and academic associations (University of Beira Interior
and Student Association of the University of Beira Interior).

2.4.ENVIRONMENTAL SUSTAINABILITY IN THE COMMERCIAL OFFER

PT's commercial offering of PT contains services that save time, unnecessary movements, fuel expenses
and materials.

- Machine-to-Machine Solutions: Important steps were also taken towards the consolidation
of a Machine-to-Machine (M2M) offer, by providing a set of solutions that enable interaction,
without human intervention, between assets/devices/machines and information systems that
support the management of such assets.

Solutions:
Fleet management and geo-referencing
Energy efficiency
Tele-security
Tele-assistance
- IT/IS Solutions: PT has been developing new services that are a reference in terms of domestic

pioneering, translating into competitive advantages for customers to leverage IT cost reduc-
tions, increased productivity, mobility and reduction of energy consumption (fuel or electric).

Services and solutions:
SmartCloudPT
Video surveillance
E-learning
Telemedicine
E-procurement
- Rationalization of the material used in packaging: reduction of the amount of material

used in the packaging of products for access to mobile broadband and mobile phones using
smaller amounts and use of recycled and equally resistant material.

- Equipment reuse: assessment, recovery and reuse of equipment returned by customers due
to migration to other solutions or services. Over the last three-year period, around 25% of the
equipment of the triple play offer - MEO - was reused.

- Study and dissemination of the carbon footprint of the mobile service: the study of the
carbon footprint of PT's mobile service, conducted by an external and independent company,
and that included the assessment of the whole process that allows an individual to communi-
cate with another, identified that this footprint is 2.7 g CO,/minute.
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3. ECO-EFFICIENCY
INTEGRATED PERFORMANCE

Batteries (Distribution network) 35 41 70
Batteries (Network infrastructures) 268 138 198
Electric and electronic equipment 1,672 1,958 2,750
Activity-support infrastructures * 18,174 18,703 17,402
Paper / cardboard 3,244 4,741 1,629
Plastics 1,991 1,551 1,998
Toners and ink cartridges 4 4 3

25,393

* Includes leaded copper cable, self-supported copper cable, copper cable with plastic, armoured copper cable, fibre-optic cable, TEDS
and TE1SE cable, telephone poles and metals (iron, copper alloys, zinc and aluminum).

The consumption of materials registered a decrease in 2011. The decrease in paper consumption in 2011
was due to a great rationalisation in merchandising material. A new plastic packaging for TMN products
was also introduced, reducing the need to purchase cardboard packaging (boxes).

Due to these changes, there was an increase in the consumption of plastics.

Materials from recycling

PT has been replacing the use of recycled paper for FSC-certified paper (a paper that promotes the
sustainable management of the forests from which their raw materials are extracted), for being an
economically advantageous option and having at the same time benefits for the environment. However,
and in addition to this widespread practice in PT companies, in PT Inovacéo the purchase of recycled paper
is still significant, having been consumed during the year of 2011, 75% recycled paper compared to the total.

Overall, energy consumption showed a 2% decrease compared to 2010. The decrease in consumption
was due mainly to savings achieved by adopting measures of rationalization of energy consumption
and energy efficiency, such as the replacement of obsolete equipment, with freecooling and with
shutdown and replacement of equipment from the mobile network. This year, and due to the weather
conditions, only 26% of the electrical energy consumed originated from renewable energy sources.
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Energy consumption (electric) 1464065 1581726 1550573
""" Electric energy (wireline) 101,57 1193081 1184673
""" Electricenergy (wireless) 339916 362935 340749
""" Energy (businesssupport) 2689% 25710 25151
T e o :
Fuel petrol) 15183 1235 10,524
Fueliese) 208489 w2 218671
@I&i """""""""""""""""""""""""""""""""""""""" 1687,749 1816264 '1',955,'7"99

On the other hand, the amount of traffic for each unit of energy consumed, increased by 89% over the
last three years, which clearly shows the energy efficiency of PT.

Annual Traffic Volume per Service Annual Energy Consumption bit/

(GBytes) Q) Joule

Year 7 Wireline  Wireless Total Eletric  Others Total

2008 T 357,148,133 6,409,088 363,557,021 1368324 207252 1575576 1,982

2009 ' 571369458 9065600 580,435,058 1464065 223684 1,687,749 2954

2010 ' 912,182,758 13,079,680  925262,438 1581726 234,538 1816264 4376
2011 ' 1,142,470,798 15673344 1,158,144,142 15505573 229,225 1,779,798 s,sw

In relation to the energy produced through renewable sources, the table below shows the amount of
energy produced by PT from renewable and electrical energy supplied to PT by operators, obtained
from renewable sources.

Energy supplied to PT by operators from renewable sources* 578,306 666,707 402,663

Note: The data for 2009 have not been validated in the context of the Sustainability Report 2009.
* Source: EDP and ERSE

In short, there is a decrease in the percentage of renewable energy consumption at PT that is due mainly
to the change in the energy mix of primary energy sources of network service providers at national level
as a result of unfavourable weather conditions throughout the year: less wind and less rain.

Energy (electricity and fuel) consumed by suppliers
in the development of PT’s activities 304,515 355,919 665,817

The energy consumed by suppliers in the development of PT activities registered an increase in 2011
due to the increase in outsourcing activities, which include the electric consumption of logistical
warehouses.
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Initiatives leading to rationalization of energy consumption

Tangible initiatives
+ Progressive replacement of air-conditioning equipment with next-generation equipment —
free-cooling;

- Network equipment shutdown, as the next-generation networks are adopted by customers and
all services are migrated;

+ Replacement of lighting of buildings (stores, administrative and technical) for intelligent lighting
systems;

« Consumption monitoring applications;

- Selection of high-efficiency equipment and with less energy dependence.

It took place in the first half of 2011, the project of replacement of lamps of telephone booths by Led s.
The LED Project covered the entire country, having been replaced 500 bulbs by 500 LED lamps in 500
telephone booths. The consumption passed from 56 kWh to 1TkWh per booth.

Intangible initiatives
17 PT buildings were certified for their energy efficiency in 2011.

With the energy certification of buildings, the energy performance and indoor air quality of same were
optimized, ensuring better working conditions for PT group employees.

Water consumption at PT is essentially for two purposes: cooling of technical areas, and hygiene and
comfort of employees in administrative areas.

Total consumption 414,307 285,942 295,950

*The water consumed is totally from the public network

Globally over the last three years, water consumption has been reduced, although in 2011 a 3.5%
increase was registered, explained mainly by scarce rainfall.

PT’s activity extends throughout the national territory, although the area in biodiversity-rich habitats is
insignificant.

Total area *

* Reports the PT sites that lie within protected areas and with high biodiversity index.
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3.5. STRATEGIES AND PROGRAMS, CURRENT AND FUTURE, OF IMPACT
MANAGEMENT ON BIODIVERSITY

Electromagnetic Radiation

Under regulation 96-A/2007, the plan was completed and 256 stations classified as TFE (top or fagade of
building) and 113 | Stations (indoor projects/antennas inside buildings) were monitored. There were no
values outside of the parameters established by law.

All measurements were sent quarterly to ANACOM, Ministry of Health and local councils.

PT is a member and supports the Telecommunications Institute of Instituto Superior Técnico -
independent entity — which studies issues related to electromagnetic radiation and that regularly
publishes the results not only from random measurements that it performs as well as the results of
studies that it follows on this matter. The respective results are published at http://monit.it.pt/.

Noise

The noise sources susceptible to cause nuisance are varied in nature and intensity. According to the
World Health Organization, regular exposure to high levels of noise may have negative impacts on
public health.

Aware that telecommunications stations cause noise and that may have impact on the quality of life of
the surrounding communities, PT performs noise monitoring randomly. In the course of 2011, PT
monitored the noise of 30 TMN stations and 51 PT Comunicacdes sites.

Whenever there are levels of discomfort and complaints, due to higher values than what is legally
defined, PT prepares contingency plans for mitigation of the respective impact.

Landscape Impact

PT has sought to make a harmonious integration of their buildings, telecommunications stations,
antennas and overhead cables, in rural and urban spaces, interpreting the organization of the landscape
and even the history of each location. To do this, it develops partnerships with local authorities and other
competent authorities that aim to identify the solutions best adapted to landscape harmony.

In this context, the following impact mitigation initiatives should be highlighted:
- Installation of towers disguised as trees;
-+ Antenna sharing with competing operators;
- Installation of masts on rooftops concealed with chimneys;
- Installation of hidden / underground container solutions;

- Conversion of container solutions into multi-purpose cabinets with use of solutions with remote
carriers installed on masts of antennas.

In 2011, PT dissimulated 19 sites and shared 44 new sites with other operators, thus avoiding use of new
areas.

Translocation of stork nests

In partnership with the Institute for Nature Conservation and Biodiversity, PT relocated three stork nests
on average per year, since telecommunications antennas and masts are not ideal habitat for this species,
and stork nests hinder access and technical maintenance of telecommunications masts.
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Natural disasters

Summer fires, winter storms and other natural disasters have significant effects on PT's activity: they
destroy communications equipment installed in the affected areas and restrain the population from
communicating.

Therefore, PT has developed services and plans to minimize the consequences of such phenomena:

Minimize the occurrence of natural disasters . Tele-surveillance service that allows monitoring
the landscape and detecting fire outbreaks
Resume communications in the shortest time . Partnership with District and National Civil
Protection authorities
. Provide technical and human resources required
to re-establish normal fixed, mobile and satellite
communications quickly - Disaster Recovery

and Business Continuity Solutions

\_ /

In this three-year period, in 2010, the Madeira Island faced the worst storm of the last years and,
subsequently, the whole country was plagued by several fires. To minimize the severity of the
consequences of these disasters, PT has made available additional human and technical means and
speedily restored normalcy in fixed, mobile, satellite and submarine cable communications, ensuring an
effective intervention by the authorities and Civil Protection, ensuring communications inside and
outside the affected regions to combat the isolation of populations. Firefighters associations, hospitals
and Civil Protection authorities are the priority targets of these interventions.

3.6.TOTALDIRECT AND INDIRECT EMISSIONS OF GREENHOUSE GASES, BY WEIGHT

2009 2010 2011

G B T
Direct (petrol) 2 852 728
Direct (diese) 15585 16,381 16,122
G R TR

Scope 3

Q)tal 177,390 165,620 21 7,48y

The emissions of Greenhouse Gases had an irregular behaviour over the last three years, since they
depend more on the weather conditions than on the energy efficiency of the company’s activity. In fact,
in years with more wind and rain, the mix of energy consumed (wind- and water-generated) is more
favourable and consequently with lower levels of emissions.

Therefore, the correlation between energy efficiency and greenhouse gas emissions is very low in this
case.

On the other hand, the traffic amount for each joule of energy consumed has increased by 89%
during the last three years period, which clearly reveals the energy efficiency of PT.
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Specifically, indirect emissions of CO, (scope 3), showed slight increases over the last three years, as each
year they are monitored with increased levels of precision.

Aware of the international issues concerning GHG, PT has a program in progress for the reduction of the
respective emissions, which in 2011 showed the following results:

Removal of absolete equipment from network

Air-conditioning o administrative and technical areas with free cooling

Replacehent of lightning systems and éauipment

Migration of tradicional networks to next-generation networks

Automotive fleet management and monitoring

Emissions of NOx and SOx and other significant air emissions

Under Community and international commitments undertaken, Portugal shall submit annually, through
the Portuguese Environment Agency, the inventory of greenhouse gases (GHGs) and other air pollutants.
On the basis of this information, there is a verification of the fulfillment of the goals agreed in the EU
Burden Sharing Agreement and Kyoto Protocol.

The reports submitted in 2011 present emission factors for calculating the emissions of NO, and SO,
Therefore, in the following table, these values are reported.

3,774.09

*Includes data on emissions of CH, and N,O

Total water discharge by quality and destination

The amount of water discharges into the domestic sewer network at PT was as follows:

Domestic water discharge * 335,183 228,754 236,760

*Estimated value in accordance with the conditions laid down in Decree No. 23/95 of 23 August

The implementation of PT's activities requires the incorporation of new or reused materials and/or
equipment (M&E) and their subsequent withdrawal.
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Thus, PT must ensure that waste is properly identified, registered and monitored as to its final destination.
Whenever a Material or Equipment is withdrawn from service, it is classified by the company as “for
re-use”or “waste”.

Material or Equipment identified as “waste” are delivered to municipal agencies or licensed waste
management operators and forwarded to an appropriate final destination. Materials identified as hazardous
are collected and treated by accredited entities — hired by PT — at the end of the respective life cycle.

The waste produced at PT is mostly classified as non-hazardous waste.

ﬁRODUCTION OF HAZARDOUS AND NON-HAZARDOUS WASTES (%)

HAZARDOUS 4%

NON - HAZARDOUS  96%

N /

Most of the waste produced at PT, as shown in the chart below, corresponds to activity support
infrastructures.

/ WASTE PRODUCED PER TYPE (T)

WoobD

TONERS & INK CARTRIDGES

ACTIVITY SUPPORT INFRASTRUCTURE

RE&E (OTHER)

RE&E (UNDIFFERENTIATED)

SOLID URBAN WASTE
(UNDIFFERENTIATED)

° |.

PLASTICS

GLASS I 9
PAPER/CARDBOARD -
HYGIENE I9

USED OIL 0

FLUORSCENT LAMPS |1

BATTERIES (OTHERS)

/
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In 2011, 95% of the waste routed to an appropriate final destination was directed to recovery operations,
while only 5% went to disposal operations. Of the 95% sent for recovery, 84% was accumulated for later
recovery and 11% were subject to recycling/recovery operations.

GNAL DESTINATION OF THE WASTE (%) | 2011

ELIMINATION 5%

RECYCLING-R3/R4  11%

RECYCLING-R13  84%

*Includes leaded copper cable, copper wire, self-supported copper cable, copper cable with plastic, armoured copper cable optical fibre,
TEDS and TE1SE cable, and metals (iron, copper alloys, zinc and aluminum).
** Waste from electric and electronic equipments.

Costs with fines resulting from legal environmental non-compliances

Costs with fines resulting from legal
environmental non-compliances 11,250

In 2011, there was no payment of fines related to environmental non-compliances.
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Total investments and costs in environmental preservation

PT has been investing increasingly in its Environmental Management System, which allows the
monitoring of various impact indicators generated by its operations.

From 2009, and following the standardization of data, it was possible to find the costs and benefits
associated with the environment in the different PT companies.

256,583
958,433

312,808
649,735

* Includes data from PT Inovagéo. The costs of PT Inovagao incorporated are for PT’s Integrated Management system. The management
system of PT Inovacéo is an integrated system that includes quality, environment, hygiene and safety at work, innovation and CMMI. It is
not possible to identify the specific environmental costs because even the system audits are integrated so that costs are generic.

** Cost hours/man.

However, in the global balance of costs and income, environmental management shows a positive
result, as can be seen in the table below:

5,640,367 5,842,094
Final result 224,950 4,425,351 3,052,795

This result is due mainly to the income from waste recovery and the collection of new data from the
mobile network.

124
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CREATING VALUE FOR SOCIETY

1. RESEARCH, DEVELOP AND INNOVATE

1.1. R&DI Model

In the competitive context of the telecommunications universe, and taking into account the current
social and economic environment in Europe, investment in Research & Development (R&D) and
subsequent innovations adopted and implemented, have revealed to become value creation factors for
the Group’s companies, creating positive impact on shareholders, customers, employees, suppliers and
on environment and society at large.

Research & Development, together with the partnerships established with domestic and international
entities associated with science and knowledge, are fundamental pillars for PT in re-creating economic,
social and environmental conditions capable of ensuring, day after day, a balanced future. In this three-
-year period, PT contributed to facing proactively the current social and economic situation by leveraging
its competitiveness levels in the offer of products and services to the market, demonstrating an increased
efficiency and sustainability in its process of implementation, distribution and use.

Takinginto consideration the generalised access of the population to the information and communication
technologies, several projects have launched aiming to extend high-speed internet access, improve
rapidity and quality of service to customers and make available an increasingly broader range of services
that responds to each one’s expectations and to environmental balance.

During this three-year period, the investment made by PT in R&DI totaled Euro 632.6 million, the largest
investment in the country in terms of R&DI, distributed as follows:

ﬁMOUNT INVESTED IN R&DI OVER THE LAST THREE YEARS (EURO MILLION)

2009

2011
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The R&D model used at PT aims to be innovative and to mobilize the entire organisation. Apart from the
structure units dedicated to Research & Development and the areas that implement projects, the
genesis of this new model motivates and includes the initiative and participation of all employees:

@ R

C Technology )

PT Teams C Organisation ) Partnerships
C Market )
C Environment )

Knowledge Evaluation Selection Impact Measurement Implementation

[ Innovation j

~__

N /

The OPEN Program, launched in 2009 to institute systematic practices and a culture oriented towards
applied research and development, was consolidated in 2010. Besides contributing to technological
innovation of products and services, the program started to leverage other R&D areas, identifying new
ways to work, study and interact with customers, and to aggregate new functionalities and increased
environmental sustainability in the market offering.

The management of the R&DI initiatives is done according to the respective timeframe:
« Incremental Innovation - short term measures for continuous improvement
- Planned Innovation — medium term developments in the offer of products and services

- Exploratory Innovation - analysis of the main technological, eco-efficient and behaviour
trends that define long term sector evolution.

PT's Research & Development and Innovation model is part of a program where all employees are
agents and contribute actively to its implementation. In addition to technological innovation, employees
have been called upon to participate in the organizational, procedural, environmental and social
domains, especially within the framework of incremental innovation.
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Exploratory Innovation | | Planned Innovation Incremental Innovation OUTPUTS
I I
Main Intervenients: Main Intervenients: Main Intervenients: - Products & Services
- Universities - Business Areas - Employees - Innovative Marketing
- Internal R&DI Areas - Technical Areas - Business Areas - Environmental
- Technological Partners - Suppliers - Technical Areas - Sustainability
- Technological Partnerships - Customers - Communication Areas - Social Sustainability
- Reasearch Institutes
N\l N\ ) \ J

o

/

1.2. PARTNERSHIPS FOR RESEARCH & DEVELOPMENT

PT has a network of strategic partnerships with other companies and institutions of international renown
that surround it amidst a knowledge-based laboratory eco-system.

The partnerships defining this eco-system have different natures:
- technological partnerships;
- strategic partnerships;
- partnerships with Universities

- partnerships with research institutes.

a.Technological Partnerships

Following the strategy of innovation and delivery to their customers of next-generation services based
on an increasingly comprehensive fibre-optic network, PT has maintained agreements with
internationally renowned suppliers, such as Corning, Cisco, Huawei, Samsung, LG, ZTE, and Nokia
Siemens Networks. With these partners, we were able to develop multiple solutions adapted to the
national market, through the sharing of expertise and know-how in development.

b. Strategic Partnerships

PT continued to establish strategic partnerships to ensure the sharing of best practices at international
level and for cooperation in innovation projects, with reference operators in this sector. In this context,
PT and Singtel, Singapore’s leading operator, maintained a joint participation in initiatives for knowledge
sharing, benchmarks and best practices, at operational and commercial level.
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c. Partnerships with Universities
International

PT has been working closely with various international universities, cooperating in exploratory projects
such as the Universities Eduardo Mondlane and Carnegie-Mellon. An example of this type of partnership
is the participation in the Carnegie-Mellon Portugal program, where PT is the reference industry partner.

Projects developed with Universities:

- SENODs - Cyber-Physical Systems Technologies for Energy-Optimized Data Centres — This
project based on cyber-physical system technologies aims to address the energy efficiency
challenges of Data Centres. The pioneering solution tested, based on a wireless sensory network,
led to the identification of points of improvement in infrastructure management by reducing
energy consumption and the TCO (total cost of ownership);

- TRONE - Trustworthy and Resilient Operations in a Network Environment — During the
year of 2011 the following results have been achieved in the framework of this project: (1)
adaptation of tools for failure diagnosis in virtualization systems; (2) development of a resilient
architecture for monitoring (Fault Intrusion Tolerant Broker); and (3) prototype for hardened
virtualization engine, with capacity for intrusion detection, use of recursive virtualization and
reliable hardware components;

- NeTS - Next Generation Network Operations and Management - With the goal of develo-
ping a new operational framework to incorporate into the PULSO platform, enabling to infer
real-time root causes of faults that may arise in IP networks and services of the PT Group (with
special emphasis on IPTV services).

Still within the framework of the Carnegie-Mellon program, PT cooperated in the development and
guidance of eight master’s thesis projects with special focus on security associated with IPTV, IPv6 and
mobile payments, and supported additionally 12 employees in the respective professional master’s
programs.

National

Simultaneously, PT has cooperated over the years with leading national universities in various
development projects (Aveiro, Porto-FEUP, Coimbra, Minho, Trés-os-Montes & Alto Douro, Beira Interior,
Lisbon — IST and Faculty of Sciences). In this context, we highlight the following initiatives undertaken
during the year 2011:

Institutional communication and marketing

- VERBATIM Project: development of modules for automatic processing of news in Portuguese,
through the creation of methods for automatic extraction of quotations (direct and indirect) and
identification and monitoring of news topics for later automatic classification of news;

- REACTION Project: Computational journalism with information recovery, extraction and
aggregation technology, for news integration and aggregation organization by analysis of
content available online;

« SAPO Lists: Construction of a linguistic resource composed of lists of words grouped into
semantic categories providing lexical-semantic information to support the construction of
systems for information extraction and text classification.
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Education and knowledge

- Integration of LTE in future network architectures in a perspective of mobility: research of
architectural support for LTE with focus on QoS mechanisms and parameters and study of
mobility management processes defined by 3GPP;

- Advanced Playground & Innovation: creation of a portal that allows the aggregation of
several API's available not only by SAPO products as well as their partners and not accessible to
the general public. The portal will thus promote closer collaborations with university partners
that in a more controlled environment, could develop prototypes of applications in various
disciplines;

Context-aware distribution of content in social networks: development of a context-aware
application that enables the distribution of user generated content, based on the information
obtained via Context Broker;

- POLO II - Intelligent Personal Learning Environment: exploration of techniques and
methodologies for context-based information collection and extraction and consequent
prototype development where these techniques are applied in a personal learning environment
(supported by FORMARE);

- WEB Technology: application of new solutions to educational contexts, materialized in the
launch of SAPO CAMPUS project, enabled the approximation of services of the new Web 2.0
(blogs, videos, photos, wiki, Messenger and widgets) to PLE concepts — Personal Learning
Environment.

Health care and combat against isolation

- DoctorMobile Project: Development of a monitoring system for patients with chronic pain,
through smartphones, by collecting regular information on the status of patients and automatic
generation of alert messages to doctors and patients.

- iNeighbour TV Project: Promotion of the use of social networks applied to consumption
contexts in the senior population and their information needs (e.g. content on health), based on
the provision of new MEO-based technological solutions - Presentation Framework.

Entrepreneurship

- In order to promote a rapprochement between industry and academia, highlight should go to
the SAPO Labs project, whose main goal is to develop innovative projects in the area of techno-
logy, with incubation environment for Start-Ups.

d. Partnerships with research institutes

To consolidate the exploration of new opportunities in the long run, PT has several protocols established
with various research institutions such as INESC (Porto and Coimbra), the Telecommunications Institute
and the Pedro Nunes Institute. Through these protocols, seeks to bring its areas of business research
institutes, thus guaranteeing the development of projects related to network, optimization integration
and security, IP multimedia systems development, creation of new platforms for exhibition and creation
of cloud services and communication between machines.

Additionally, PT Innovacao, as associated founder of the Telecommunications Institute, has funded a
broad range of projects, of which we highlight the development of projects in the domains of context-
aware computing, health care, cloud computing and machine-to-machine communication.
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1.3. HIGHLIGHTS OF APPLIED RESEARCH PROJECTS OVER THREE YEARS

New services and features on the MEO IPTV platform

- Widget availability on MEO (for example Facebook, Picasa and Flickr);

- Increase in the number of interactive channels (such as Canal Q and Secret Story;

- MEO Games kick-off, pioneer solution in the world of gaming on demand;

- Free application to provide customers with MEO control through their portable equipment - MEO Remote;
New functionality to view already broadcast programs, even when not recorded on the MEO Box — Restart TV;

Multi-platform services

- Launch of MEO Online, which extends the MEO television access to any broadband-enabled computer or
smartphone, called MEO GO;

- Launch of Music Box, multi-platform music service (PC, mobile phone and TV) that allows unlimited instant
access to an online library with millions of songs and the offer of 10 songs per month in mp3 format,
available to TMN, SAPO and MEO customers.

Ecoefficient equipment

- First SIM card in the world with ecologic characteristics;
Commercialization of Samsung Blue Earth, a rechargeable mobile phone through solar panels.

Environmentally and socially responsible services

- Cloud computing solutions with strong potential for increase in the productivity and efficiency of customer
companies, contributing to significant savings in terms of energy and hardware consumption as a result of
its use. PT established a partnership with Cisco for the development of these solutions for the Portuguese
market;

- Kick-off of the first Portuguese PHR - Personal Health Record — My SAPO Health that provides citizens with
online recording and control of their health and well-being records, monitoring of indicators and
management of medical agenda, accessible anytime anyplace;

- Medigraf Project (solution for remote health services, such as tele-consultation and tele-diagnosis) installed
in developing countries such as Angola and Sdo Tomé, under implementation in Cape Verde and, under
study, for Timor;

- Training solutions in 3D environment;

+ Custom commercial offers for SMEs : Office Box Cafés & Restaurants and Office Box Doctors and Clinics;

- Fleet management service to locate vehicles through collection of geo-referenced information. This solution
has an optional innovative service exclusive on the market that enables fleet managers to extract indicators
that enable the implementation of eco-driving actions.

Network infrastructure

- Network optimisation in terms of quality of service and inter-technology mobility;

- Development of authentication, security, identity and privacy solutions for next generation
telecommunications networks;

- Cloud computing solutions in terms of services (Saas) and platforms (PaaS);

- Development of Content Delivery and interactivity solutions for TV platforms.
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Sustainable Data Centre - one of the largest in Europe

PT kicked off a project to build a new data centre, one of the largest in Europe, with more than 45 m? and an
installation capacity of 50,000 servers. This investment will allow positioning the company as an international
player in terms of cloud computing, responding to growing customer demand, either in terms of transport
and processing capacity for companies, or in new multimedia and info-communication services
development.

The new data centre will have a new efficiency level that will create jobs directly and indirectly for circa five
hundred people, save money in terms of energy and cooling of the space and save 144,000 tons of CO,,
through a 40% reduction in electric consumption:

« Use of renewable energies (data centre with own eolian park and covered by solar panels);

« Free Cooling ventilation system — uses low outside temperatures as an aid to data centre cooling;
« Monitoring of consumption habits allows selecting the most suitable price plan;

« Use of LED lighting.

1.3.3. Market | Relational efficiency

Several structuring projects were launched to improve the relational efficiency and effectiveness of the
organisation. Some of these projects have already produced significant results during 2010. In this
domain, it is worth highlighting:

Projects

PT Customer:
Specific portal for customers for access to their portfolio of products and services via an online platform
through multiple channels (web, tablet PC, smartphone and TV);

CRM:

Custom CRM solution to achieve quality of service improvements, optimise efficiency in customer
interaction, intensify commercial focus and leverage knowledge of customer needs (cross-selling, customer
capture and retention);

Evolution of order entry software to support B2B (Business to Business) services to a new platform with
impact essentially in terms of time-to-market of new products and services, revenue assurance and
improvement of the inventory of business products and services;

Residential FOT-BOT:

Increase in wireline service fault repair efficiency through the consolidation, from an end-to-end perspective, of
the organisational structure, processes and know-how. The project allowed an increase in the fault repair rate at
the technical front-office and back-office and a reduction in recurring faults.
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Initiatives for energy consumption and CO, emission rationalization

Free cooling systems:

Reduction in energy consumption in small and medium-sized exchanges by blowing outside cold air by
low energy consumption ventilator, avoiding the use of current air conditioning equipment over long
periods of time avoiding existing air conditioning equipment;

Application of cold paint on technical cabinets
Application of cold paint, composed of ceramic particles, avoiding heat absorption by solar exposure by
outside multi-service cabinets, reducing the use of external cooling sources;

Lighting systems:
Replacement of lights by T5 bulbs and electronic ballasts with flow regulation, with detection of presence

Use of virtual PCs in Call Centres:

Use of VDI - Virtual Desktop Infrastructure, with significant energy savings.

1.4. REGISTRATION OF PATENTS

In terms of intellectual property, PT Inovagao filed two provisional patent applications and converted
other four provisional applications into definitive filings, from which two are international patent
applications (PCT):

Provisional patent applications:
-+ Nonlinear equalization method of the optical channel in the frequency domain;

- Selective filter of television channels integrated in a fibre-optic terminal.

Conversion of provisional patent filings into definitive:

- “Concentrator for networked sensors and remote meters, supporting diverse network access
technologies with automatic fallback strategies, and sensor access security support” (PCT);

- Managing link layer resources for media independent handover, also co-requested by the
Aegean University and the ‘Demokritos'National Centre for Scientific Research;

« Information System for Public Attendance, also co-requested by UTAD;

- Reflective optic component integrated in a fibre-optic terminal.
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2. STRATEGY FOR DIGITAL INCLUSION AND LITERACY

2.1. AREAS OF INTERVENTION

The construction of a more digitized society is, in our view, the guarantee of greater access to information
and, consequently, knowledge - essential to progress and the promotion of a more responsible
citizenship.

In the context of promoting digital literacy and knowledge access, PT has focused its work on three key
areas:

Giucation

We are engaged in a large number of initiatives in all geographies where we operate, to promote access to
education, info-inclusion and generation of talent, using communication technologies as a lever for change
and progress.

- Networking — National Broadband Network
- Networking — connecting schools with broadband
- Schools - e-school program — awareness-raising and promotion of good practices in computer and online
content use.
+ Training - in ICT safety
- Training — about computer and internet use
- Training - in entrepreneurship
- Tele-class — adapted to people with protracted diseases
- Platform of educational programs — adapted to projects development
- Musical education - social integration of misfits

/

ﬁealth

We are pioneers in the introduction of pilot solutions that narrow the doctor- patient relationship, that
eliminate the geographical factor as an element of social discrimination in health care access and introduce
new diagnostic valences, clinical follow-up and process simplification.

- Telemedicine - online patient and consultation management
- Tel-consultation - remote consultation with voice and image
- Tel-assistance — service for the elderly in situations of isolation
- Remote monitoring of newborn premature babies

- Health Portal - health content

ﬁigital inclusion

To ensure equal access to ICTs has been a priority for us. PT has been developing a large number of initiatives
ranging from making available a nationwide network, ensuring service to every citizen irrespective of their
location, up to the products and services dedicated to citizens with special needs.

- Universal service - telephone service for all

- Network — National Fibre-optic Network - FTTH

- Disaster Recovery — contingency plans for disasters

- Pricing plans - tailored to the unemployed and pensioners

- Services - tailored to people with special needs

- Equipment - inclusive design

- Fundraising - improving the health of sick and needy children

\_ /
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For effective implementation of the strategy, PT counts with the synergies developed through the
cooperation of specialized entities. The intervention model followed is in accordance with their activities
in the following areas:

a R
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Suppli NGOs and other Universities Cust Society in
uppliers institutions ustomers general
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The generalisation of the use of the information and communication technologies, the increasing range
of solutions and broadband services, as well as the programs of support for the community and groups
of citizens with special needs, are examples of PT's involvement in the construction of the Information
and Knowledge Society.

The application of new technologies and, in particular of the new fibre-optic network, to the universe of
education, health and digital inclusion, enables the creation and use of solutions that promote social
sustainability.

To facilitate access to knowledge is essential for PT as an ethical, cultural, social and economic value.

Thus, in the last three years, the investment in PT’s initiatives to stimulate and promote the information
society amounted to Euro 283 million, divided as follows:

mVESTMENT IN THE PROMOTION OF THE INFORMATION SOCIETY (EURO MILLION PER YEAR) \
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\_ _J
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mVESTMENT INTHE PROMOTION OF THE INFORMATION SOCIETY (% BY AREA IN EACH YEAR)
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More information on this subject at:
http://www.telecom.pt/InternetResource/PTSite/UK/Canais/Sustentabilidade/knowledge_society/digital_inclusion/.

3. DIGITAL INCLUSION

Portugal is one of the European countries with better access to broadband infrastructure, fixed and
mobile, telephony, internet and television services, accessible from different devices: mobile phone,
television, PC, Tablet, etc.

PT has contributed heavily to this reality, since, being the leader in cross-platform in broadband internet
access, it has maintained a high level of investment in the network upgrading and the launch of services
tailored to the different consumer profiles. And this, in turn, has contributed to the accelerated growth
of users and the use that each one makes with these new information and communication technologies.

Today, Portugal is the sixth country in the European Union with a higher penetration rate of broadband
over 10Mbps in the population, standing above the European average.
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ﬁOPULATION PENETRATION OF =10 MBPS BROADBAND IN EU MEMBER STATES (1 JANUARY 2011)

PORTUGAL HAS THE 6TH HIGHEST BROADBAND PENETRATION
RATE IN THE POPULATION AMONG THE 27 EU COUNTRIES
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Note: Data for Austria from July 1, 2009 (latest data available).
Source: COCOM, DG INFSO, European Commission, June 2011.

In a similar way, Portugal is one of the countries with higher percentage of customers, residential and
non-residential, with active mobile broadband.

ﬁOPULATION PENETRATION OF ACTIVE MOBILE BROADBAND IN EU MEMBER STATES (1 JANUARY 2011)
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Note: Data for Austria from July 1, 2009 (latest data available).
Source: COCOM, DG INFSO, European Commission, June 2011.
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Over the past 10 years, the percentage of the Portuguese population with internet access has grown
quite substantially. While in the year 2000, less than 10% of households had access to the internet, now
almost 60% of the households have internet access.
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m\lTERNET PENETRATION IN HOUSEHOLDS \
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Note: Active mobile broadband users means customers that can access the Internet via mobile broadband and set up at least one Internet
connection in the last month of the reporting quarter.
Source: ANACOM.

Still with regard to digital inclusion, there has also been an increase in the rate of internet penetration in
all age groups, regardless of the level of schooling.

Itis worth noting a high rate of internet penetration among young people (between 80 and 95% for the
various levels of schooling). For this reason, it should be highlighted the e-Schools Program to which PT
joined via their mobile operator — TMN -, distributing more than 780 thousand laptops with mobile
broadband connection at subsidized prices (25% of market value).

Similarly, internet penetration in the group that covers persons between 55 and 74 years of age has also
increased. In 2011, the percentage of the population between 55 and 74 years of age that used the
internet was around 50% among those who received basic education, 77% in people with secondary
education, and 85% among the population with university education.
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mTERNET USERS, BY AGE GROUP AND LEVEL OF SCHOOLING COMPLETED
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Note: Data for the first quarter of each year.
Source: EUROSTAT.

Widespread internet use among the various age groups of the population has allowed, in general, making
life easier for Portuguese citizens. Example of this is the increasing popularity of the submission of
declarations of the Income tax on Individuals (IRS) through online services. In 2010, an estimated 4.2
million people (approximately 42% of the national population) submitted their IRS statement over the
internet, an increase in the order of 740% over 2003.
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mUMBER OF STATEMENTS OF INCOME TAX ON INDIVIDUALS (IRS) SUBMITTED VIA INTERNET
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Source: Dire¢ao-Geral de Impostos.

PT's performance to improve e-health, creating technological solutions that help improve health
services and thus contributing to the improvement of the quality of life of patients, have also contributed

to placing the country on a high level in Europe with regard to the e-health profile of hospitals.

é—HEALTH PROFILE OF HOSPITALS (%, 2010)

~

. . Connected externally
File business strategy for

disaster recovery in less
than 12 hours

100%

Broadband > 50 Mbps

Clear and structured
rules on access to

Single, unified
clinical data

wireless network

Exchange of radiology
reports with external
providers

Unified patient electronic
record shared by all
departments

Exchange of lab results

with external providers Use of file system and

image communications

Clinical care information
exchange with external
providers

e-Prescription

Telemonitoring Integrated eReferral
system

\_

Note: EU27+3 means 27 EU Member States along with Croatia, Iceland and Norway.
Source: eHealth Benchmarking Ill, Commissioned to Deloitte by DGINFSO, European Commission.
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In short, we live at a turning point in a wide number of areas of our life. We are contemporaries of a world
increasingly dematerialized where we can multiply time and resources. To transfer information at a
speed of 400 Mbps is not just another evolution in the industry — it is a change of paradigm with
repercussions on our daily life: at home, at school, in health and lifestyles.

PT's ambition is to continue to play an active role in this change, promoting digital literacy and access to
knowledge, which it sees as fundamental and complementary pillars for a more sustainable society.

3.2. ACCESS AND SERVICE FOR ALL

As the largest telecommunications operator in Portugal, one of the central concerns of PT is to ensure
access to telecommunications services to as many people as possible, regardless of their motor skills,
geographic location, or social condition. In this sense, PT has ensured the provision of services and price
plans tailored to all customer profiles.

At national level, PT telephone and/or Internet service with the following public payphones:

« Public payphones - 26,443
Public payphones with Internet access— 62 (37 of which at Public Payphone stores)
Public payphones in public roads streets accessible by users with special mobility needs - 313
Public payphones in areas considered of particular interest social by the regulator - 2,368
Public payphones installed in places with less than 1,000 inhabitants — 9,941

Withintheframeworkofthe provision of universal service, PT continued toensureaccessto telecommunications
services to communities of lower purchasing power and/or geographically further away from the big cities,
ensuring that all citizens have access to a basic set of general interest services regardless of their location and/
or consumer profile.

For situations of lack of service due to acts of vandalism, natural disasters (floods, fires) or other situations, PT
has a set of contingency plans that could be triggered, ensuring service resumption in the shortest time
under acceptable conditions.

In programs targeting ICT accessibility by institutions and bodies working in the field of disability according to
their the statutes, or by citizens with special needs, PT continues the development and provision of a variety
of products and services (mobile or fixed Special Solutions) addressed to people with disabilities or
impairments, with severe disease or elderly at risk, considering the particularities inherent to the following
areas of disability:

« Vision;

« Speech-Communication;

- Cognition;

« Neuro-motor Dysfunction;

- Hearing.

The composition of these solutions requires customized adjustments according to each identified need
Qnd can be found at http://www.lojapt.pt/PT/Pages/SolucoesEspeciaisPT_Visual.aspx /
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4.INNOVATION TO ENSURE SOCIAL SUSTAINABILITY

Access to the information and communication technologies and the skills for its use are factors that
differentiate social opportunities and, consequently, of the utmost importance nowadays. They are a
powerful tool for social and professional inclusion, which opens up new horizons for the economy and
the environment.

PT directs their research, development and innovation programs to the identification of solutions that
contribute to the affirmation of a modern citizenship, informed, conscious and responsible.

The solutions identified over the last three years address either the universe of society at large, their
customers and users, or the universe of their employees and, in a wider context, their families.

PT's corporate social responsibility leads it to put innovation at the service of people with disabilities by
developing in each case a solution - equipment, software and services (special solutions) — adapted to
disability, incapacity or limitation of each person.

-~

|J

- Vision o - Equipment Partnerships with

: Speec;h—Communlcatlon - Software accredited and

- Cognition - Services specialized entities
- Neuro-motor dysfunction

- Hearing

L1

K ‘
N\

In the context of innovation at the service of the population with special needs, we
highlight the following solutions:

+ Tele-class — aimed at children or young people deprived of physical attendance of classes
because they are in a situation of disease and hospital inpatients for reasons of convalescence
orin prolonged treatment;

- Call Centre for the deaf — Service Centre for deaf people where service is effected in Portuguese
sign language;

- Equipment adapted to augmentative communication — intended for people with neurological
diseases or degenerative disabilities.
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4.2. SOLUTIONS FOR SENIOR PEOPLE IN SITUATIONS OF ISOLATION AND/OR
PROLONGED ILLNESS

centralized system for senior supporting organizations,
with integrated programming of home visits and volunteers, user health clinic files, schedule of
treatments, among others, allowing, on the one hand, the efficiency of resources allocated to
households, and ensuring, on the other hand, the quality of service provided to users;

in order to combat isolation and provide greater security for seniors, a tele-care
solution was created — permanent telephone medical support service supported by a phone
that allows them, in case of urgency, to get in touch directly with the care services 24 hours a day
during the 365 days of the year;

development of a SAPO portal with dedicated content and services targeted
to the active life of the senior segment. It shows very positive results, counting with more than
700 people already registered and about 650 thousand visitor.

4.3. E-HEALTH | SOLUTIONS FOR THE GENERAL POPULATION IN HEALTHCARE

electronic platform that allows distance consultations with sound and
image, avoiding movements of patients and which of course brings patients closer to their
doctors. This solution has been adopted for example between hospitals in Portugal and hospitals
in Cape Verde and Sao Tomé and Principe;

pioneering service in the world, developed by PT, that allows parents of babies who
are in the intermediate or intensive care rooms of hospitals, equipped with this system, a
permanent contact with their children from any location, or country, that have fixed or mobile
access to the Internet.

4.4. SOLUTIONS FOR SAFE COMMUNICATIONS FOR CHILDREN AND TEENAGERS

new service that allows parents to define the phone numbers that may contact their
children. It addresses the growing appetite of this segment for mobile communications, focusing
its service on the concerns in terms of safety and cost control of parents and tutors;

Channels with content specifically directed at children and with
manuals of good practices for online media use;

awareness-raising program for young people and teachers towards the
safe use of online media in terms of equipment protection, personal data privacy and proper use
of contents. This program is being carried out in basic and secondary schools throughout the
country, counting with the support of PT’s volunteering and GNR police force;

identification and dissemination (online) of manuals of good practices on the
use of each item of equipment and/or services offered by PT.

4.5. SECURITY SOLUTIONS FOR THE GENERAL POPULATION

navigation application for smartphones, which turns your phone into a real
navigator. TMN Drive provides access to thousands of points of interest, maps of Portugal
(includes Atlantic Islands) free of charge;
allows sharing the location of a person and knowing in real-time via mobile phone or PC
where are the children, friends or other persons with whom you want to interact;

allows locating and locking your car at a distance, receiving alarms, triggering the
alarm button, and the access to an emergency telephone line (accident and theft).
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+ SPOTYAD: innovative service that offers advertisers the opportunity to promote among the
customers of PT's mobile service, in a quick and easy way, their products, by sending texts about
various promotions and discounts for their favourite brands.

+ Creation of a laboratory of ideas, called OPEN: it aims to foster a new culture among
employees and involve them in identifying new improvement opportunities for the market, for
environment and business sustainability.

+ Line of support for the studies of employees’ children with lower income: this line
comprehends the subsidization of studies and/or computer equipment with internet access;

+ Support for entrepreneurship by sponsoring MOVE: Move is a charity, founded mostly by
Portuguese university students, with the goal of promoting economic development in emerging
countries, through training and micro-credit assignment. The project develops in Portugal as
well as in countries where PT has operations.

5. CORPORATE INVESTMENT IN THE COMMUNITY

Portugal Telecom's corporate investment in the community has as its fundamental premise the respect
for the values of the societies in which it operates and bases its action on the commitment to contribute
to the improvement of the conditions of life for all, namely through awareness-raising programs for
social, educational and professional inclusion and the inherent promotion of knowledge, health and
safety of persons and property and the environment.

The response to the promise of social intervention and corporate support to the community made by the
group is fleshed out, externally, by means of its trade names and through the PT Foundation, which over the
last three years has made an investment in society of Euro13.8 million.

This activity is primarily directed towards the most needy population, and, among these, children, youth and
seniors.

This investment remained at the same levels over this last three-year period.
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GISTRIBUTION OF THETOTAL INVESTMENT IN EACH YEAR OVER THE LAST THREE YEARS

2009

2010

2011

\_

6REAKDOWN OF THE TOTAL INVESTMENT OVER THE LAST THREE YEARS BETWEEN
THE PT FOUNDATION AND PT’S TRADE NAMES

AN

BRAND NAMES  11%

PTFOUNDATION  89%

\_ /

mVESTMENT BREAKDOWN BY TYPE OF SUPPORT IN EACH YEAR OVERTHE LAST THREE-YEAR PERIOD

ACTIONS OF CITIZENSHIP
PRODUCTS & SERVICES

ACTIONS OF CITIZENSHIP
VOLUNTEERING

ACTIONS OF CITIZENSHIP
CASH

2009 72010 2011

N /

Digital inclusion and the safeguarding of national heritage and culture have been the main targets of
investment in the community.

Health and education are areas that have increasingly been deserving attention, since they are fundamental
levers for better social and professional integration of needy citizens and/or with special needs.

mVESTMENT BREAKDOWN INTHE FOLLOWING INTERVENTION AREAS, OVERTHE LAST THREE-YEAR PERIOD

DIGITAL INCLUSION

EDUCATION

HEALTH

CULTURE AND PATRONAGE

PATRON SUPPORT
(INCLUDES ENVIRONMENT)

VOLUNTEERING

N /
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GEVELOPMENTS IN EACH AREA OF INTERVENTION TOOK THE FOLLOWING PROFILE OVERTHE THREE-YEAR PERIOD

o — 1 DIGITAL INCLUSION
/ CULTURE AND PATRONAGE
I PATRON SUPPORT (INCLUDES ENVIRONMENT)
B VOLUNTEERING
B EDUCATION

\ HEALTH
\

K 2009 2010 2011 j

Note: PT is a member of the London Benchmarking Group and seeks to assess the impact of their social intervention according to the
respective methodology.

5.2. AREAS OF INTERVENTION

The fields of activity on which PT focuses relate primarily to those areas where it has expertise. We believe
thatthrough themwe contribute to enhance society asawhole,improving access to telecommunications
services, the knowledge and culture of citizens or organizations that represent them or support them,
and who are in a situation of deprivation or with disabilities.

~

Telecommunications solutions for citizens with )

special needs

ICT and e-learning at the service of school education )

Telemedicine and video surveillance solutions for
families and healthcare units

Mobilizing PT employees for volunteer actions )

/

PT believes that it is important to establish strategic partnerships with other industry players and work
side by side with nonprofit organizations in order to understand clearly the existing needs.

/|ll|\

Technology partners - PT and Qualcomm have worked together to improve and increase the mobility
of the portfolio dedicated to citizens with special needs. Together with Portuguese hospitals and
rehabilitation clinics, this partnership has focused mainly on users with paralysis and cerebral palsy.

NGOs - for more than 20 years, PT has worked side by side with organizations connected to people in
need, with special needs and/or with disabilities, to identify the best solutions in order to ensure
adequate services to all.
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5.3. PT FOUNDATION (Details at http://fundacao.telecom.pt)

The PT Foundation is a public charity whose mission is to contribute to the development of society by supporting individuals and or
institutions. Their initiatives in terms of community intervention in 2011 involved Euro 3.8 million, distributed as follows in terms of areas
of intervention, development of support solutions and respective recipients and beneficiaries:

Tackling info exclusion (Euro 1.37 million)

© © 0 0 0 0 0 0 0 0 00 000000000000 000000000 00000000000 00000000000 0000000000000 00000c0 e

Equipment, platforms and services adapted for Organizations in support of needy and/or Directly, 3,669 citizens - that is about 1 per
people with special needs, disabilities or disabled citizens or directly to citizens with these  each 3,000 residents in the country;
impairments related to: characteristics.
« Vision

« Speech

« Cognition

« Neuro-motor dysfunction

« Hearing

Indirectly, more than 45 organizations.

Education (Euro 0.45 million)

© © 0 0 0 0 0 00 000 000000000000 000000000 00000000000 00000000000 0000000000000 00000c0 e

Equipment, computer platform and service Special Education Centres and Hospitals where there 23 students in a situation of prolonged
adapted to teaching via Tele-class. are people with mobility impairments or suffering hospitalization.
from a protracted illness.

Computer equipment (PCs) reused and recycled by Educational institutions in Portugal and in Portuguese-  Donated 768 items of equipment to 43
PT volunteers. -speaking Countries, with lack of computer equipment.  educational institutions in Portugal;

Donated 215 items of equipment to
educational institutions of Timor,
Guinea-Bissau and Mozambique.

Preparation and implementation of an awareness  Students and teachers from basic and secondary 63 educational establishments.

course on good use of ICT by minors - protection  schools across the country. 10,243 students.
of minors against harmful content, on safety and ! ’
privacy of personal identity and equipment. PT’s volunteers were trained prior to their 131 volunteers.

participation as monitors.
Access to high-performance and reliability services Universities and other institutions with researchersin 6 scholarships with research projects.
and research grants. the field of inclusion.
Collection and distribution of Portuguese literature National and international institutions, responsible 18,990 books collected and sent to institutions
books. for citizens in need. in East Timor; and,

1,080 books for national institutions.

Health (Euro 0.;6 million)

ee 00000000000 © © 0 0 000000 0000000000000 0000000000000 0000000000000 0000000000CO0OCE

Equipment and services for remote monitoring of ~ Hospitals and families with premature neonates. 172 familie*
premature newborns who need stay in hospital.

*estimate

Electronic platform and content for personalized Online portal customizable by any citizen. 3,351 registered users.

health information management.

Electronic equipment and platform adapted to Medical institutions and patients at national and Prevents movement and evacuation of
telemedicine and tele-consultations. international level. patients to distant locations. Example: Sao

Tomé sent to Portuguese hospitals 60% less
patients compared with the previous year.

Tele-care and emergency solutions for seniors
suffering from disease and/or isolation.

Protocols with universities and scientific research ~ Researchers and providers of support services in the 5 new protocols.
institutes in the field of health. area of health care.

Culture and heritage (Euro 1.33 million)

© © 0 0 0 0 0 0 0 000 000000000000 0000 0000000000000 0000000000000 0000000000000 000000c0 e

Support for the conservation of documentary and ~ Foundations, museums and specialized domestic 3,628 visitors.
technological heritage related to the company and institutions.
the industry.

Patronage support (Euro 0.21 million)

© 00 0 0 0 0000000000000 00000000 0000000000000 00000000000O0e

Donations to institutions supporting citizens in Institutions that receive and support youth and 41 institutions.
situations of manifest lack, especially young people seniors in situations of manifest lack.
and seniors.

\_ J
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PT has several volunteering programs that aim to not only support projects for deprived areas of the
community or the environment, but also motivate the employees and respective families to participate
in citizenship activities.

GREAS OF INTERVENTION OF VOLUNTEER WORK

Collection of clothes and food distribution to homeless

Provision of entertaining experiences to underpriviliged children

Micro-computing training and website construction

Civic and environmental training actions

NWANWAN VAN

Employees may participate up to six per annum without affecting absenteeism rate

\_/

s

J

Globally during the last three years, PT has contributed to the Portuguese society and to some
Portuguese-speaking countries, including East Timor, Guinea-Bissau, Cape Verde, Sdo Tomé and Principe
and Mozambique, with at least 1,222 volunteers, with more than 8,200 hours of volunteer work and
reached more than 30,000 beneficiaries.

@IOLUTION OF CORPORATE VOLUNTEERING IN THE LAST THREE-YEAR PERIOD
+365%

19,175

+88% 7,500

+51%
4354 4,125

379 270 573

VOLUNTEERS HOURS OF VOLUNTEERS WORK FINAL BENEFICIARIES

K 2009 72010  W2011 J
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The volunteer programs are divided according to the times in which they run:

- Corporate volunteering — it offers the possibility to each employee to donate six days of
volunteer work, during regular working hours, without affecting the respective remuneration
and/or work attendance.

In the year 2011, 573 PT volunteers provided approximately 4,354 hours of volunteer
work to a set of 115 institutions (private social solidarity institutions, schools and other
institutions of support to socially deprived people), having been benefited a universe of
about 19,175 direct recipients.

- Family volunteering — organized in leisure hours with the participation of employees and their
families.

In 2011, around 927 volunteers participated in 5 initiatives of social and environmental
volunteering.

a N

5

CORPORATE HOURS OF VOLUNTEER FAMILY Ne. OF INITIATIVES
VOLUNTEERS WORK VOLUNTEERS

\ /

Aurora Program - Corporate Volunteering

The Aurora program is a corporate volunteering database of hours that allows PT Group
employees to participate in social development projects, up to 35 hours per year during normal
working hours. By the number of hours involved, this is a unique program in terms of Corporate
Volunteering, which allowed the PT Foundation to carry out the following initiatives:

- Communicating Safely.
- How to be an Entrepreneur: A Junior Achievement Portugal program.

- Right Arm Program: Also organized by Junior Achievement Portugal, it is addressed to
secondary school students and aims to provide them with a contact with a professional reality
of their interest.

- Action Helpo: In this action, school supplies (notebooks, pens, pencils, erasers, pencil-sharpe-
ners, backpacks, cases, etc.), toothbrushes and toothpaste, polar blankets, books for children and
teenagers, encyclopedias and dictionaries, didactic games, and flip-flops (Hawaiian type) were
collected for Helpo, a NGO that promotes continued support programs, assistance projects,
humanitarian aid, community development, education for development and human develop-
ment, in Portugal, Mozambique, and Sdo Tomé.

Action “Hello, are you OK?": Telephone contact with elderly citizens suffering from social
isolation, living in downtown Lisbon, in order to minimize their solitude

- Action Paint Volunteering: To mark the European Year of Volunteering 2011.
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- Action Solidarity Fair Rastrillo: Collection of funds to help children and young people.

- Christmas party of the Life and Peace Community: For three days, access is ensured to
various support services: shows, clothes, shoes, showers and toilets, hairdresser, “Citizen’s Shop’,
healt care, dentistry, legal assistance, food and Christmas supper for homeless citizens.

- Action Round: Improvement of the quality of life of groups at risk in socially depressed areas or
in the shelter institutions.

In 2011, 499 volunteers participated in the Aurora program, with a total of 3,538 working hours,
which benefited 94 institutions and around 17,908 direct recipients.

Hand-in-Hand Program - Corporate volunteering

Coordinated by the Portugal Telecom Foundation, the Hand-in-Hand program - inter-enterprise
volunteering movement - currently counts with the participation, willingness and commitment of the
following companies: Allianz, BP Portugal, Sacoor Brothers, Cisco, DHL, INOV Inovacéo, Jason, Nova Delta,
Opway, SAS, Siemens, Xerox, Prosegur, BNP Paribas, Fundacéo PT, PT Comunica¢bes, TMN, PT Contact,
PT Inovacao, PT PRO and PT SI.

This program is directed to private social solidarity institutions, Misericérdias, as well as hospitals and
schools that support socially excluded citizens, and its initiatives comprehend the execution of specific
tasks, and the signatory companies are committed to providing staff to participate during normal
working hours.

In 2011, the Hand-in-Hand program developed the following initiatives:

- Project 8 to 80: This initiative benefited several institutions - Association for an Autonomous
Future; National Pastoral Work of Gypsies; Legion of Goodwill (Porto) and Céritas of Beja - and
various types of activities were undertaken, including: painting posters with the kids of the Auto-
nomous Future; recovery of the walls of the Gypsy Work; food hampers distribution through the
Legion and an entrepreneurship action with Caritas.

- Action 10 Years: This initiative took place in two institutions: at Association Vitae and at the Basic
School of Apelacéo. The first action was the painting of the courtyard of the Association. The
second action comprised the painting of the living room/exterior wall of the school and scien-
tific experiments with students.

- Sea shells: Summer action at Tamariz beach with children and young people who attend the
Rehabilitation Centre of Alcoitdo, aged between 3 and 17 years. In 2011, this action benefited 20
children with neuro-motor or intellectual disabilities, consisting of mornings at Tamariz Beach,
walks and games at Parque da Gandarinha, and horse riding and games at the Equestrian Village
Fonte Caspolina.

- A week in prison: Action structured together with the General Directorate of Prison Services.
Several activities were developed, from the improvement of spaces, reading sessions, execution
of handicraft works to online visits to Portuguese museums.

- A sailing day: in the north of the country there was a sailing lesson, a boat trip along the ria de
Aveiro on the boat of PT Inovacéo, as well as traditional games, facial paintings and sculptures
with balloons. The event was aimed at children in need that participated together with the
volunteers in the painting of three canvases, which were offered to the participating institutions
as a souvenir of this day.

- Senior Action: The initiative consisted of three actions with elderly people with the aim of
improving the conditions of the spaces that they attend on a daily basis and provide them with
a few moments of joy and pleasure of which they are typically deprived because of the absence
of family follow-up.
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In 2011, considering all actions undertaken in the context of the Hand-in-Hand program, 75
volunteers from the PT Group participated, totaling 704 hours of work, and other companies in
the program contributed with 1,288 hours. 20 institutions and 1,256 direct recipients benefited
from these initiatives.

Share Program - Corporate volunteering

This is a corporate long-term volunteering program, born out of a protocol with Santa Casa da
Misericérdia de Lisboa, which provides for computer equipment and training actions for young and
elderly people supported by that institution. Contacts are underway with Santa Casa da Misericérdia to
recast this initiative, as mentioned above.

In 2011, 5 participants were involved in this program making a total of 112 hours of work and reaching
11 beneficiaries.

ﬁolunteer programs in family (outside working hours )

Solidary House
Solidary Walk
Giving hands No Age

Food Bank

\Help Environment )
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PAGE/DIRECT REPLY

NATURE

INDICATORS

1.STRATEGY AND ANALYSIS

1.1 Declaration of theé)erson with greater decision power in the organization (i.e. General-Director,
Chairman of the Board or position of equivalent importance).

1.2 Description of main impacts, risks and opportunities, related to the activity of the company.
2. ORGANIZATIONAL PROFILE

2.1 Name of the reporting organization.

2.2 Main brands, products and/or services.

2.3 Operational structure of the organization, including main departments, participated
companies in operation and joint ventures.

2.5 Countries where it is present and name of those with significantly relevant operations for the
sustainability issues handled in the report.

2.6 Type and legal nature of ownership.
2.7 Markets covered (including a detailed geographic analysis, the sectors covered and the types of
beneficiaries/ customers).

2.8 Dimension of the organization, including number of employees, net sales (for organizations
of the private sector) or net revenue (for organizations of the public sector) and the amount of
products provided and services rendered.

2.9 Main changes occurred, during the period covered by the report, in terms of dimension,

organizational structure or the shareholder structure.

2.10 Prizes received during the period of the report.
3. PARAMETERS OF THE REPORT

3.1 Period covered (i.e. civil/fiscal year) for the information presented in the report.

3.4 Person(s) to be contacted for clarifications relative to the report or its content, including
electronic address and the Internet site.
3.5 Process for the definition of the report content, including: the process to determine the
relevance, the definition of priority issues in the scope of the report.

3.6 Boundaries of the report (countries or regions, products or services, departments, installations,

joint ventures or participated companies, as well as other limitations of specific scope).

3.8 Base for report elaboration in what concerns joint ventures, participated, partially controlled companies,
leasehold installations, subcontracted operations and other situations that can significantly effect the
comparability between distinct periods or with reports from other organizations.

3.9 Data measurement techniques and calculation bases, including underlying hypotheses and
techniques to the estimates applied to the compilation of the indicators and other information
contained in the report.

3.10 Explanation of the effect of any reformulations of existing information in previous reports
and the reasons for such reformulations (i.e. fusions/acquisitions, change of period or year, nature
of the business, methods of measurement).

3.11 Significant changes, in relation the previous reports, in terms of scope, boundary or applied

methods of measurement.

3.13 Policy and current practice relative to the search of an independent process of reliability
assurance for the report.

4. GOVERNANCE, COMMITMENTS AND INVOLVEMENT

4.1 Structure of governance of the organization, including committees subordinated to the hierarchically
highest governance body and with responsibility for specific tasks, such as the definition of the strategy
or the supervision of the organization.
4.2 Indicate if the Chairman of the hierarchically highest governance body is simultaneously an
executive director (and in this case which are its functions in the scope of the management of the
organization and the reasons for this composition).

4.3 Indicate, in the case of organizations with a unitary administration structure, the number of members of

the hierarchically highest governance body who are independent and/or non-executive members.

4.4 Mechanisms that allow the shareholders and employees to transmit recommendations or
orientations to the hierarchically highest governance body.

4.5 Relationship between the remuneration of the members of the hierarchically highest

governance body, top directors and executives (including decision making agreements) and the
organization performance (including social and environmental performance).

4.6 Processes available to the hierarchically highest governance body to prevent the occurrence of
interest conflicts.

4.7 Process for the determination of the qualifications and skills demanded to the members of
the hierarchically highest governance body to relatively define the strategy of the organization
relative to the issues connected to the economic, environmental and social performance.

4.8 The internal development of declaration of principles or mission, codes of conduct and
principles considered relevant for the economic, environmental and social performance, as well
as the implementation phase.
4.9 Processes of the hierarchically highest govemance body, to supervise the form how the
organization carries out the identification and the management of the economic, environmental
and social performance, the identification and the management of relevant risks and opportunities
as well as the adhesion or compliance with the internationally accepted standards, codes of conduct
and principles.
4.10 Processes for the evaluation of the performance of the hierarchically highest governance
body, especially in relation to the economic, environmental and social perrormance.

4.12 Letters, principles or other initiatives developed externally of economic, environmental and
social nature that the organization subscribes to or defends.

4.13 Significant participation in associations (such as industrial associations) and/or national/
international defense organizations where the organization: holds positions in the governance bodies;
participates in projects and committees; contributes with substantial financings that exceed the normal

4.16 Methods used to involve the interested parties including the frequency of the involvement,
by type and groups, of the interested parties.

4.17 Main issues and concerns identified through the involvement of the interested parties and
the measures adopted by the organization in their treatment, namely through the reports.
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50-53,56

Elected directors are evaluated based on the plurality of
their com#etence in management, including financial
and non-financial criteria. However, there are specific
procedures defined for such an evaluation.

49-65 1to 10

58

59

35-43 7
48-49 Tto10
m

29

29

29,68,72,87

30-31




NATURE INDICATORS LEVELOF UNGC

REPORTING PRINCIPLES

PAGE/DIRECT REPLY

Economic management approach. 43,45, 71
- Environmental management approach. T 46-48, 1 10 1 1 3 7,8,9
- R Socral management approach Labour practrces and decentwork, 45, 86-88 B B 2,3,4
- “Soaal management approach Human nghts S 45, 48-49, 88, 103 1

Soaal management apprcach Soaety

48-50, 134-135

;
;
,,,,,,,,,,,,,,,,,, :
;

Social management approach - Product responsibility.

EC1. Economic value generated and distributed, including revenues, operating costs, employee T

45,48, 76- 80

23,83,102, 136, 144,

compensation, donations and other community investments, retained earnings, and payments ARp. 127
to capital providers and governments.(Core)
E EC2. Financial implications and other risks and opportunities for the organization’s activities due T 110
to climate change. (Core)
E EC3. Coverage of the organization’s defined benefit plan obligations. (Core) T AR p. 163-167

EC4. Slgnlﬁcant ﬁnanaal a55|stance recewed from government. (Core) T

ASPECT - MARKET PRESENCE

PT did not receive any government support

community at significant locations of operation. (Core)

C EC5. Range of ratios of standard entry level wage compared to local minimum wage at significant T 85 1
locations of operation. (Additional)

E EC6. Policy, practices, and proportion of spending on locally-based suppllers at significant T 102
locations ofoperatlon (Coref

E EC7 Procedures for Iocal hlrlng and proportlon of senior management hired from the local T PT has no quota policy wnh recrmtment prlnC|pIes

such as local hiring and the existence of a minimum
number of expatriates (with emphasis on financial

of impacts. (Additional)

functions).
ASPECT - INDIRECT ECONOMIC IMPACTES
E EC8. Development and impact of infrastructure investments and services provided primarily for T 147
publlc benefit through commercial, in-kind, or pro bono engagement. (Core)
C EC9 Understandlng and descnblng 5|gn|ﬁcant indirect economic impacts, including the extent T 32-34,18-24, 136-140

ASPECT - MATERIALS

ASPECT - BIODIVERSITY

E EN1. Materials used by weight or volume. T 116 7,89

E EN2. Percentage of materials used that are recycled input materials. T 116 7,89

ASPECT - ENERGY

E EN3. Direct energy consumptlon by prlmary energy source. T 116-117 7,89

E EN4. Indlrect energy consumptlon by prlmary source. T 117 7,89

C ENS5. Energy saved due to conservation and efficiency improvements. T 114-115,118 7,89

C EN6. Inrtratrves to prowde energy efﬁuent or renewable energy based products and services, T 114-115,118 7,89

and reductrons in energy requrrements asa result ofthese initiatives.

C EN7. Inrtratrves to reduce |nd|rect energy consumptlon and reductions achieved. T 114,118 7,89

ASPECT - WATER

E EN8. Total water withdrawal by source. T 118 7,89

C EN9. Water sources significantly affected by withdrawal of water. T The water consumption of PT does not affect any 7,8,9
water resource, since the amount of water is
negllgrble

C EN10. Percentage and total volume of water recycled and reused. P It is not yet possible to quantlfy the amount of 7,8,9

reused water.

areas affected by operations, by level of extinction risk.

E EN11. Location and size of land owned, leased, managed in, or adjacent to, protected areas and T 118 7.8,9
areas of high biodiversity value outside protected areas.
E EN12. Description of significant impacts of activities, products, and services on blodrversrty in T 119 7,89
protected areas and areas ofhrgh blodrversrty value outside protected areas.
C EN13 Habltats protected or restored T 119 7.8,9
T 33-119 7,8,9
EN15 Number of IUCN Red Llst specres and natlonal conservation list species with habitats in  N.R. Information not available. 7,8,9
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NATURE INDICATORS LEVELOF PAGE/DIRECT REPLY UNGC
REPORTING PRINCIPLES

ASPECT - EMISSIONS, EFFLUENTS, AND WASTE

E EN16. Total direct and indirect greenhouse gas emissions by weight. T 120 7,89
E EN17. Other relevant indirect greenhouse gas emissions by weight. T 121 7,89
C EN18. Initiatives to reduce greenhouse gas emissions and reductions achieved. T 114-115,121 7,89
E EN19. Emissions of ozone-depleting substances by weight. T 121 7,89
E EN20. NOx, SOx, and other significant air emissions by type and weight. T 121 7,89
E EN21. Total water discharge by quality and destination. T 121 7,89
E EN22. Total weight of waste by type and disposal method. T 122-123 7,89
E EN23.Total number and volume of significant spills. T There were no significant discharges. 7,89
C EN24. Weight of transported, imported, exported, or treated waste deemed hazardous under the T Dangerous materials used by PT are, at the end of 7,8,9
terms of the Basel Convention Annex |, II, lll, and VIII, and percentage of transported waste their life cycle, collected and processed by
shipped internationally. accredited entities.
C EN25. Identity, size, protected status, and biodiversity value of water bodies and related habitats N.R. Information not available. 7,89

significantly affected by the reporting organization’s discharges of water and runoff.
ASPECT - PRODUCTS AND SERVICES

E EN26. Initiatives to mitigate environmental impacts of products and services, and extent of T 114,118-119 7,89
impact mitigation.

E EN27. Percentage of products sold and their packaging materials that are reclaimed by category. T 15 7,89
ASPECT - COMPLIANCE

E EN28. Monetary value of significant fines and total number of non-monetary sanctions for T 123 7,89
non-compliance with environmental laws and regulations.

ASPECT - TRANSPORT

C EN29. Significant environmental impacts of transporting products and other goods and materials N.R. Information not available. 7,89
used for the organization’s operations, and transporting members of the workforce.

ASPECT - OVERALL

C EN30. Total environmental protection expenditures and investments by type. T 124

ASPECT -EMPLOYMENT

E LA1. Total workforce by employment type, employment contract, and region. p* 81,83,84 7,89
E LA2. Total number and rate of employee turnover by age group, gender, and region. T 86 7,89
C LA3. Benefits provided to full-time employees that are not provided to temporary or part-time T 87

employees, by major operations.

E LA15. Rate of return and retention after parental leave, by gender. p* 83

ASPECT - LABOUR/MANAGEMENT RELATIONS

E LA4. Percentage of employees covered by collective bargaining agreements. T 82 3

E LA5. Minimum notice period(s) regarding significant operational changes, including whetheritis T 87,94-95

ASPECT - OCCUPATIONAL HEALTH AND SAFETY

E LA6. Percentage of total workforce represented in formal joint manaPement—worker healthand T 80,99 1
safety committees that help monitor and advise on occupational health and safety programs.

E LA7. Rates of injury, occupational diseases, lost days, and absenteeism, and number of work- T 83,100 1
-related fatalities by region.

E LA8. Education, training, counseling, prevention, and risk-control programs in place to assist T 96, 99-100
workforce members, their families, or community members regarding serious diseases.

E LA9. Health and safety topics covered in formal agreements with trade unions. T 94-95 1,3

ASPECT - TRAINING AND EDUCATION

E LA10. Average hours of training per year per employee by employee category. T 90 1

E LAT1. Programs for skills management and lifelong learning that support the continued T 87,91-92 1
employability of employees and assist them in managing career endings.

E LA12. Percentage of employees receiving regular performance and career development reviews. T 91 1

\_ J
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NATURE INDICATORS LEVELOF PAGE/DIRECT REPLY UNGC
REPORTING PRINCIPLES

ASPECT - DIVERSITY AND EQUAL OPPORTUNITY

E LA13. Composition of governance bodies and breakdown of employees per category according P* 56, 84 1
to gend e group, minority group membership, and other indicators of diversit
LA14. Ratio of basic salary of men to women by employee category. T 84 1

ASPECT - INVESTMENT AND PROCUREMENT PRACTICES

E HR1. Percentage and total number of significant investment agreements that include human T All due diligences are made from a financial, social
rights clauses or that have undergone human rights screening. and environmental viewpoint.
E HR2. Percentage of significant suppliers and contractors that have undergone screening on T 105-108 1t06

human rights and actions taken.

E HR3. Total hours of employee training on policies and procedures concerning aspects of human T 49,91 1to6
rights that are relevant to operations, including the percentage of employees trained.

ASPECT - NON-DISCRIMINATION
E HR4. Total number of incidents of discrimination and actions taken. T 51 1,2and 6
ASPECT - FREEDOM OF ASSOCIATION AND COLLECTIVE BARGAINING

E HR5. Operations identified in which the right to exercise freedom of association and collective T Given the nature of activities there is no risk of
bargaining may be at significant risk, and actions taken to support these rights. impediment to the free exercise of freedom of
association and collective bargaining agreements.
The activity of PT is guided and strictly complies
with SOX and CMVM™ guidelines and implements
best practices of risk management, as well as the
strategic guidelines relating to respect for human
ri?hts, in particular those of the United Nations
Global Compact, which PT endorses.

ASPECT - CHILD LABOUR

E HR6. Operations identified as having significant risk for incidents of child labour, and measures T 51,88 1,2,5
taken to contribute to the elimination of child labour.

ASPECT - FORCED AND COMPULSORY LABOUR

E HR7. Operations identified as having significant risk for incidents of forced or compulsory labour, T Given the nature of the activities there is the risk of
and measures to contribute to the elimination of forced or compulsory labour. forced or compulsory labour. The activity of PT is

guided and strictly complies with SOX and CMVM

guidelines and implements best practices of risk

management, as well as the strategic guidelines

relating to respect for human rights, in particular

those of the United Nations Global Compact, which

12,4

PT endorses.

ASPECT - SECURITY PRACTICES

C HR8. Percentage of security personnel trained in the organization’s policies or procedures N.R. Not relevant for the activity of PT.
concerning aspects of human rights that are relevant to operations.

ASPECT - INDIGENOUS RIGHTS

C HR9. Total number of incidents of violations involving rights of indigenous people and actions T Not applicable to the operations of the PT Group in
taken. Portugal.

ASPECT - EVALUATION

E HR10. Percentage and total number of operation subject to reviews related to human rights and T 50
impact evaluations.

ASPECT - RESOLUTION

E HR11. Number of complains related to human rights approached and solved through formal T 51

mechanisms.

ASPECT - COMMUNITY

E SO1. Percentage and total number of operations that have carried outimpact assessmentsonthe T 148-151
local community and that implemented programs of involvement or local community
development.

S09. Transactions with potential for negative effects on local community. T 119

SO10. Measures to prevent and mitigate the negative effects on the local community. T 33,119
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procedures

5|gn|ﬁcant products and services subject to such information requirements.

concernlng product and service information and labeling, by type of outcomes.

communlcatlons, including advertising, promotion, and sponsors

I02 Net costs for service providers under the Universal Service Obligation when extendlng

IO3 Practlces to ensure health and safety of field personnel involved in the installation, o ratlon and

IO4 Compllance with ICNIRP (Internatlonal Commission on Non-lonising Radiation Protectlon)
standards on exposure to radiofrequency (RF) emissions from handsets

gmdellnes on exposure to radiofrequency (RF) emissions from base stations.

IO7 PoI|C|es and practices on the siting of masts and transmission sites including stakeholder

108.Number and percentage of stand-alone sites, shared sites, and sites on existing structures

INDICATORS

SO2. Percentage and total number of business units subject to risk analysis to prevent corruption.

ASPECT - CORRUPTION

503 Percentage of employees trained in organlzatlons anti-corruption policies and procedures

SO4 Actions taken in response to |nC|dents of corruptlon

ASPECT - PUBLIC POLICY

SO5. Public policy positions and participation in public policy development and lobbying.

506 Total value of financial and in-kind contributions to political parties, politicians, and related
institutions by country.

ASPECT - ANTI-COMPETITIVE BEHAVIOR

SO7. Total number of legal actions for anti-competitive behaviour, anti-trust, and monopoly
practices and their outcomes.

ASPECT - COMPLIANCE

SO8. Monetary value of significant fines and total number of non-monetary sanctions for
non-compliance with laws and regulations.

PR1. Life cycle stages in which health and safety impacts of products and services are assessed for
improvement, and percentage of significant products and services categories subject to such

LEVELOF PAGE/ DIRECT REPLY UNGC
REPORTING PRINCIPLES
T The risk assessment process, risk factors and the 10
respective management are af()plled to all businesses
of PT. The analysis of the risk of corruption, being
included in the Code of Conduct is one of the aspects/
risks analysed.
T 49 10
T 50 10
T 50
T 50
T They did not occur.
T 54

ASPECT - CUSTOMER HEALTH AND SAFETY

PR2. Total number of incidents of non-compliance with regulations and voluntary codes
concerning health and safety impacts of products and services during their life cycle, by type of
outcomes.

ASPECT - PRODUCTS AND SERVICE LABELING

PR3. Type of product and service information required by procedures, and percentage of

PR4. Total number of incidents of non-compliance with regulations and voluntary codes

PR5. Practices related to customer satisfaction, including results of surveys measuring customer
satisfaction.

ASPECT - MARKETING COMMUNICATIONS

PR6. Programs for adherence to laws, standards, and vquntarK codes related to marketing
Ip.

PR7. Total number of incidents of non-compliance with regulations and voluntary codes
concerning marketing communications, including advertising, promotion, and sponsorship by
type of outcomes.

ASPECT - CUSTOMER PRIVACY

PR8. Total number of substantiated complaints regarding breaches of customer privacy and
losses of customer data.

ASPECT - COMPLIANCE

PR9. Monetary value of significant fines for non-compliance with laws and regulations concerning
the provisionand use of products and services.

101 Capital investment in telecommunication network infrastructure broken down by country/region.

T 79

T 79

T 79

T 79

T 75-76

T 80

T 80

T They did not occur.
T 79-80

ASPECT - INTERNAL OPERATIONS

service to geographic locations and low-income groups, which are not profitable. Describe
relevant legislative and regulatory mechanisms.

maintenance of masts, base stations, laying cables and other outside plant. Related health and safety issues
include working at helghts, electric shock, exposure to EMF and radio frequency fields, and exposure to

IOSComleance with ICNIRP (International Commission on Non-lonising Radiation Protectlon)

consultation, site sharing, and initiatives to reduce visual impacts. Describe approach to evaluate
nsultatlons and quantify where possible.

T 13,21,32,44

T Issues relating to the universal service obligation are
governed by ANACOM, the entity with which PT keeps
regular contact within the scope of its activity. PT has held
negotiations with this entity that you will'allow in the
near future to report the value of the investment in
suppliers in the scope of the universal service.

N.R. 100-101

T 119

T 119

N.R.

T 119

T 119

158
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NATURE INDICATORS LEVELOF PAGE/DIRECT REPLY UNGC
REPORTING PRINCIPLES
ASPECT - ACCESS PROVIDING
C PA1. Policies and practices to enable the deployment of telecommunications infrastructure and T 141
access to telecommunications products and services in remote and low population density areas.
Include an explanatlon of busrness models applled
C PAZ Pollcres and practlces to overcome barrlers for access and use of telecommunlcatlon T 46
products and services including: language, culture, illiteracy, and lack of education, income,
drsabrlrtres and age. Include na explanatron of busrness models applred
C PA3 Pollcres and practices to ensure availability and rellablllty of telecommunlcat|ons products T 13,44,120,141-143
and servrces and quantlfy where possrble, for specrﬁed tlme perlods and Iocatlons of down tlme
C PA4 Quantlfy the level of avarlabrllty of telecommunrcat|ons products and services in areas T 19,138
where the organization operates. Examples include: customer numbers/market share,
dd| bl ket, percentage of popul. d, percentage of land ¢ d
C PA5. Number and types of telecommunication products and services provided to and used by T 141
low and no income sectors of the population. Provide definitions selected. Include explanation of
approach to pricing, illustrated with examples such as price per minute of dialogue/bit of data
transfer in various remote, poor or low population density areas.
C PA6 Programmes to provide and maintain telecommunrcatron products and services in T 120
emergency srtuatrons and for drsaster relref
C PA7. Pollcres and practices to manage human rlghts issues relatlng to access and use of T 67-78
telecommunlcatlons products and servrces
C PA8. Policies and practices to publicly communlcate on EMF related issues. Include |nformat|on T 119
prowdes at pomts of sales materlal
C PA9. TotaI amount |nvested in programmes and act|V|t|es in electromagnetlc ﬁeld research N.R. 19
Include descrlptlon of programmes currently contributed to and funded by the reporting
C PA10 Inltlatlves to ensure cIarlty of charges and tarlffs 32,79
C PA1 1 Inrtratrves to mform customers about product features and applrcatrons that erI promote T 45,79-80
responsible, efficient, cost effective, and environmentally preferable use.
ASPECT - TECHNOLOGY APPLICATIONS
C TA1. Provide examples of the resource efficiency of telecommunication products and services T 33,114-115
delrvered
C TA2 Prowde examples of telecommunlcatlon products, services and appllcatlons that have the T 114-115,134
potentlal to replace phy5|cal objects
C TA3 Drsclose any measures of transport and/or resource changes of customer use of the T 113-115
telecommunrcatron products and servrces Irsted above
C TA4 Dlsclose any estimates ofthe rebound effect (|nd|rect consequences) of customer use ofthe T 91,11,114-115
products and servrces llsted above, and lessons learned for future development
C TAS5. Descrlptlonofpractlces relatlng torntellectual property rlghtsand open source technologles T 133

E - Essential indicator

C -Complementaryindicator
T - Indicator - total reply

P R |nd|cator_part|a|rep|y R
NR s |nd|cator_norep|y R

N

* The more detailed information on these indicators , in particular its discrimination by gender or age was not available at the time of reporting. PT will provide full reporting of these indicators

on 2012.
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\ Global
Reporting
Initiative™

Statement
GRI Application Level Check

GRI hereby states that Portugal Telecom (PT) has presented its report "Sustainability Report 2011" to
GRI's Report Services which have concluded that the report fulfills the requirement of Application Level
A+,

GRI Application Levels communicate the extent to which the content of the G3.1 Guidelines has been
used in the submitted sustainability reporting. The Check confirms that the required set and number of
disclosures for that Application Level have been addressed in the reporting and that the GRI

Content Index demonstrates a valid representation of the required disclosures, as described in the GRI
G3.1 Guidelines.

Application Levels do not provide an opinion on the sustainabllity performance of the reporter nor the
guality of the information in the report.

Amsterdam, 18 May 2012

GRI REPORT
GRI CHECKED

Nelmara Arbex
Deputy Chief Executive
Global Reporting Initiative

The “+" has been added to this Application Level because Portugal Telecom (PT) has submitted (part
of) this report for external assurance. GRIl accepts the reporter's own criteria for choosing the relevant
assurance provider.

The Global Reporting Initiative (GRI) is a network-bosed organization thot hos pioneered the development of the world's most widely used
sustainability reporting framework and Is committed to lts continuous improvement and application worldwide. The GRI'Guidelines et oul
the principles and indicatars thot arganizotians con 52 to measure and repart thelr econamic, enviranmental, and social performance.
www.globalrepormng.org

Discloimer: Where the relevomt sustainobility reporting includes external links, including to audio wsoal mareriol, this statement only con-
cerns material submitted to GRI at the time of the Check on 14 May 2012, GRI exglicitly excludes the statement being applied to any loter
chonges to such material,







VERIFICATION STATEMENT

TO THE BOARD OF DIRECTORS OF PORTUGAL TELECOM, SGPS, SA

NATURE AND SCOPE OF THE VERIFICATION

By requesl of Porfugal Telecom SGPS, SA, 5GS ICS performed an independent verification of the
Sustainability Report 2011, The scope of ina verification, based on SGS malhodoiogy for Sustainability Repons
Werfication. mcluded the text, data. charts and declarations contained herain,

RESPONSIBILITY

The Board of Directors of the Porugal Telecom Group is responsible for the miormalion disclosed and for
setling evaiuation critenia. The Board s also respansible for eslablishing the systems for gathenng, classifying,
validating and reporing the information 3GS ICS did notl padicipale in the treatmeant of any informaltion
comprised in the Sustainablity Repart 2011

It is the responsibiiity of SGS ICS to issue an opinion regaraging the suitability of the aforementioned Information,
based on the independent verification protocol, which was carmied out with regards to the scope and the
purpese of the varfication commitment i order to Inform ali stakeholders of Porlugal Telecom (hereinaftar
referrad ta as PT)

VERIFICATION CRITERIA AND METHODOLOGY

SGS Group developed a sel of protocals far the verification of susiainability reports (Sustainablity Repert
Assurance) based on best practices established by the Sustanabiiity Repeorting Suldelines of the Global
Reporting Inipatve (GR1), the AATO00 Assurance Standarg (2003) and the International Standard on
Assurance Engagements 3000 [ISAE 3000). These protocols are classified Into different varification levels,
according 1o the reporling history and the capacity of the reporting organization

The Sustainabllity Report 2011 was verified in accordance with the 2008 AA1000 Assurance Standard
Type 2) with 3 moderate level of control, Interms of;
*  Evaluation of content accuracy;
+  Evaluation of report content and support management systems in accordance with the AA1000
AccountAbility Principles (2008);
Evaluation of the report according to GRI G3.1 Guidelines for Sustainability Reporting (2011);
Evaluation inaccordance with the Telecommunications Sector Supplement (2003).

The verification consists of a combination of prior research, interviews with relevant staff, analysis of
records and documentation and validation with external entities and/or stakeholders, where relevant.
Data directly from financial reports, subject to legal certification, was not verified at the source in the
course of verification.

INDEPENDENCE AND COMFETENCE STATEMENT

SGS Group s 8 world leader In Inspection, assessmenl and verification services, operafing fn over 140
countries, with an offer thal includes the cedificalion of services, ol guality, environmental and socgal
management systems, and suditing procedures concarning ethical issues. as well as the verification of
environmental social and sustainasilily reports. SGS ICS Hssens s independence before favours. oulside
Influence and canflicts of inlerests related lo PT Group, its subsidiaries and Interesied paries.




The members of the verification team were selected according to their knowledae, experiance and qualifications
regarding the proposed varification The team |ncluded auditors registered with the Instilute of Environmental
Management and Assessment (IEMA) the intermational Register of Cerdified Auditors (IRCA)  Social
Accountability Interngtional [SAI) and atse EMAS Venlfiers. The participaling veribers have coordmating auditor
gualifications for the performance of cerfification audits lo |SO 9001 quality management systems, |50 14001
anvironmental management systems, OHSAS 18001 ccocupational safety and health management systams,
and SAB000 sogial| responsibiity managemen! systams.

CONCLUSIONS OF THE VERIFICATION

Bazed on the methodology (dentifisd. above and the wark carried oul. il Iz the opinion of SGS ICS that Ihe
information and data included in the venfied report are accurate, comprehenswe, raliable and provide an
adequate reprasentation of the activities of PT. throughioul a period of lwelve morilhs ended as at 31 December
2011

The varification team considers thal the Sustainabllity Repan 2011 can be used by the stakaholders of PT

AA1000 ACCOUNTABILITY PRINCIPLES (2008) — CONCLUSIONS AND RECOMMENDATIONS
In our opinion the Sustainability Report 2011 demonstrates a strong commitment of PT to the AA1000
Accountability, Completeness, Materiality and Responsiveness Principles, as findings below:

Completeness - The Sustainability Report 2011 demonstrates the commitment of PT with to Principle of
Completeness. There are methodologies for identification, involvement and participation of
stakeholders defined and implemented, and communication channels established that allow knowing
their concerns and expectatians and identifying the relevant issues.

Materiality — Annually PT establishes its materiality matrix, identifying the relevant and important
critical issues to be included in the Sustainability Report.

The analysis of relevance of the materiality of the |ssues is taken Into account for the definition of
improvement opportunities,

Responsiveness - PT has the necessary mechanisms to respand to the concerns and expectations of
stakeholders. Our recommendation is that PT, considering the challenges of the next three-year period,
consolidate the processes of dialogue and response, so as to keep in line with the expéctations of
stakeholders,

GUIDELINES OF THE GLOBAL REPORTING INITIATIVE G3.1 (2011) - CONCLUSIONS AND
RECOMMENDATIONS

In our opinion, the Sustainability Report 2011 of PT was prepared in accordance with GRI G3.1
Guidelines [2011) and Telecommunications Sector Supplement (2003), fulfilling the Level A+
requirements necessary for that purpose

Based on the verification camied oul, we identified areas of progress as campared o previous reparts, and
areas for improvement thal will allow for the strengthening of the sustainability centaxt of PT The observations
identified ware object ol the Intemal Management Regort directed at the Board of Directors of thae Portugal
Telecom Group

IN REPRESENTATION QF 8GS I1CS
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Isabel Berger Patricia Pereira
Certification Departmant

LISBOA, B MAY 2012 : %1000 _
WWW PT.5GS.COM ; Licensed Assurance Provider
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