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Earnings Release

Lisbon, Portugal, 3 November 2011

Following the Vivo transaction on 27 September 2010, PT adjusted its 2010 financial statements in order to recognise Vivo as a discontinued

operation and, following the acquisition on 28 March 2011 of a 25.3% stake in Oi and a 14.1% stake in Contax, PT s statement of financial

position proportionally consolidated the assets and liabilities of these stakes as at 31 March 2011 and the related income statement as from 1

April 2011. As from 3Q11, PT reports its Portuguese telecommunication businesses, which include the wireline and TMN , as a new operating

segment. As part of this new reporting format, PT also reports its revenues on a per customer segment basis, which are Residential , Personal ,
Enterprise and Wholesale and other . Tables related to wireline and TMN, PT s previous operating segments are provided in Annex for

comparative purposes.

In 9M11, consolidated operating revenues amounted to Euro 4,416 million, while EBITDA reached Euro 1,654 million. Consolidated EBITDA
margin stood at 37.5% and in Portuguese telecommunication businesses reached 45.7%, an increase of 1.3pp. Net income reached Euro 333
million and basic earnings per share stood at Euro 0.39. In 9M11, capex amounted to Euro 704 million, equivalent to 15.9% of revenues. Capex
in Portuguese telecommunication businesses stood at Euro 400 million and was primarily directed to the investment in the rollout of new
technologies and services, namely the FTTH network and TV service and to investments in the swap of 2G equipment to LTE (4G) enabled
equipment. In 9M 11, EBITDA minus capex reached Euro 950 million, while EBITDA minus capex of the Portuguese businesses amounted to

Euro 592 million. In 9M11, operating cash flow stood at Euro 894 million. Free cash flow, adjusted for the investment in Oi and Contax and the
proportional consolidation of its free cash flow increased to Euro 591 million in 9M11, as compared to Euro 152 million in 9M10, adjusted for
the first instalment received from Telefénica. As at 30 September 2011, excluding the proportional consolidation of Oi and Contax, net debt
adjusted for the receivable from Telefénica, received in 31 October 2011, and for the tax effect related to the transfer of the regulated pension
plans to the Portuguese state, amounted to Euro 4,151 million, following the Euro 1,118 million dividend payment in 3 June 2011 (Euro 1.30 per
share). In 9M 11, cost of net debt stood at 2.4%, while excluding the interest on certain cash deposits in Brazilian reais related to the acquisition
of Oi stood at 3.4%. The liquidity position excluding the consolidation of Oi and Contax and including cash, underwritten commercial paper,
standby lines and the receivable from Telefonica, was Euro 5,524 million as at 30 September 2011. All maturities and commitments are fully
financed until the end of 2013.
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Table 1 _ Consolidated financial highlights (1)

3Q11
Operating revenues 1,747.0
Operating costs (2) 1,092.8
EBITDA (3) 654.2
Income from operations (4) 290.4
Net income 105.6
Capex 285.8
Capex as % of revenues (%) 16.4
EBITDA minus Capex 368.5
Operating cash flow 369.0
Free cash flow (5) 180.9
Adjusted net debt (6) 6,314.5
Adjusted net debt exc. Oi and

Contax (6) 4,150.5
After-tax unfunded PRB

obligations 658.4
EBITDA margin (%) (7) 374
Adjusted net debt/EBITDA (x)

©6) (8) 2.5
Adjusted net debt exc. Oi and

Contax/EBITDA (x) (6) 2.9
Basic earnings per share 0.12
Diluted earnings per share (9) 0.12

3Q10

952.2
570.3
381.9
164.5
5,353.2
181.4
19.1
200.4
227.5
130.0
781.6

781.6

1,118.0
40.1

0.5
0.5

6.11
5.70

y.0.y

83.5%
91.6%
71.3%
76.6%
(98.0)%
57.5%
(2.7)pp
83.8%
62.2%
39.2%

n.m.
n.m.

(41.1)%
(2.7pp

2.0x
2.4x

(98.0)%
(97.9)%

IM11
4,415.8
2,761.8
1,654.0

699.4
333.5
703.8
15.9
950.3
893.8
497.7
6,314.5

4,150.5

658.4
37.5

2.5
2.9

0.39
0.38

IM10
2,792.6
1,663.3
1,129.2

526.5
5,617.7
493.6
17.7
635.6
410.4
151.8
781.6

781.6

1,118.0
40.4

0.3
0.3

6.41
6.00

Euro million

y.0.y
58.1%
66.0%
46.5%
32.8%
(94.1)%
42.6%
(1.7)pp
49.5%
117.8%
227.8%

n.m.
n.m.

41.1)%
(3.0)pp

2.2x

2.6x
(94.0)%
93.7%

(1) Following PT s strategic investment in Oi and Contax on 28 March 2011, PT proportionally consolidated the assets and liabilities of these
investments in its statement of financial position and net income as from 1 April 2011. (2) Operating costs = wages and salaries + direct costs +
commercial costs + other operating costs. (3) EBITDA = income from operations + post retirement benefits + depreciation and amortisation.
(4) Income from operations = income before financials and income taxes + curtailment costs + losses (gains) on disposal of fixed assets + net
other costs (gains). (5) In 9M11, this caption excludes the cash out-flow related to the investment in Oi and Contax (Euro 3,728 million), while
in 9M10 excludes the first instalment related to Vivo transaction (Euro 4,500 million). (6) Net debt as at September 2011 was adjusted for the
receivable from Telefénica and for the tax effect on pensions debt due to the Portuguese State. (7) EBITDA margin = EBITDA / operating
revenues. (8) For the purpose of this ratio, EBITDA in 9M11 was adjusted in order to include the proportional contribution of Oi and Contax in
1Q11 and 4Q10. (9) Earnings per share computed using net income excluding the costs associated with the convertible bonds divided by the

diluted number of shares.
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Financial Review

Income Statement

In 9M11, consolidated operating revenues increased by 58.1% y.o.y to Euro 4,416 million, as compared to Euro 2,793 million in 9M10,
reflecting the impact of the proportional consolidation of Oi and Contax as from 1 April 2011 (Euro 1,858 million), including the Dedic/GPTI
business as from 1 July 2011, following the completion of the exchange of PT s interest in this business for an additional stake in Contax.
Excluding this effect, consolidated operating revenues would have decreased by 8.4% y.o.y to Euro 2,558 million in 9M11, as a result of
revenue decline in Portuguese telecommunication businesses and the disposal of Dedic/GPTI to Contax in 1 July 2011 and notwithstanding

revenue growth in international operations, namely MTC in Namibia and Timor Telecom.

Table 2 _ Consolidated income statement (1)

Operating revenues

Portugal (2)

Residential

Personal

Enterprise

Wholesale, other and eliminations
Brazil e Oi

Other and eliminations
Operating costs (3)

Wages and salaries

Direct costs

Commercial costs

Other operating costs

EBITDA (4)

Post retirement benefits
Depreciation and amortisation
Income from operations (5)
Other expenses (income)
Curtailment costs, net

Net losses (gains) on disposal of
fixed assets

Net other costs (gains)

Income before financ. & inc.
taxes

Financial expenses (income)
Net interest expenses (income)
Equity in earnings of affiliates, net
Net other financial losses (gains)
Income before income taxes
Provision for income taxes
Income from continued
operations

Income from discontinued
operations

3011

1,747.0
731.0
171.0
199.9
238.0
122.1

801.4
214.6
1,092.8
284.0
299.3
140.7
368.9
654.2
14.3
349.6
290.4
11.8
0.8

0.1
10.9

278.6
88.6
118.2
(46.6)
17.1
190.0
(53.3)

136.7

0.0

3Q10

952.2
789.3
162.3
224.0
261.6
141.5

0.0
162.9
570.3
163.7
137.4

98.0
171.2
381.9

17.8
199.6
164.5
100.5

1.6

(1.8)
100.7

64.0
98.8
56.9
18.5
23.3
(34.8)
(37.6)

(72.4)

5,474.8

y.0.y

83.5%
(7.4)%
5.4%
(10.8)%
(9.0)%
13.7)%

n.m.
31.8%
91.6%
73.4%

117.9%
43.5%

115.5%
71.3%

(20.0)%
75.1%
76.6%

(88.3) %

(52.6)%

n.m.

89.1)%

n.m.
(10.3) %
107.5%
n.m.
(26.7)%
n.m.
41.8%

n.m.

n.m.

IM11

4,415.8
2,173.6
510.0
574.8
736.7
352.1

1,633.7
608.5
2,761.8
743.3
716.2
351.4
950.9
1,654.0
40.6
914.0
699.4
24.3
6.3

(0.0)
18.0

675.1
116.9
199.4
(169.1)
86.5
558.2
(155.1)

403.1

0.0

IM10

2,792.6
2,354.7
481.7
648.1
817.2
407.7

0.0
437.9
1,663.3
470.6
412.8
2722
507.8
1,129.2
53.5
5493
526.5
121.1
10.9

(1.0)
111.2

405.4
145.6
175.5
(65.4)
35.5
259.7
(64.1)

195.6

5,551.5

Euro million

y.0.y
58.1%
(7.7%
5.9%
(11.3)%
(9.9)%
(13.6)%

n.m.
39.0%
66.0%
58.0%
73.5%
29.1%
87.3%
46.5%

(24.0)%
66.4%
32.8%

(79.9) %

(41.6)%

(95.6)%
(83.8)%

66.5%
(19.8) %
13.6%
158.7%
144.0%
114.9%
141.8%

106.1%

n.m.
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Income before non-controlling

interests 136.7 5,402.4 97.5) % 403.1 5,747.0 (93.0) %
Losses (income) attributable to

non-controlling interests (31.1) (49.2) (36.8)% (69.7) (129.3) 46.1)%
Consolidated net income 105.6 5,353.2 (98.0) % 333.5 5,617.7 94.1)%

(1) Following PT s strategic investment in Oi and Contax on 28 March 2011, PT proportionally consolidated the net income as from 1

April 2011. (2) Businesses in Portugal include former wireline and TMN. This caption includes the impact of the decline in regulated mobile
termination rates (MTRs). At TMN, this impact amounted to Euro 9 million in 3Q11. (3) Operating costs = wages and salaries + direct costs +
commercial costs + other operating costs. (4) EBITDA = income from operations + post retirement benefits + depreciation and amortisation.
(5) Income from operations = income before financials and income taxes + curtailment costs + losses (gains) on disposal of fixed assets + other
costs (gains).
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In 9M11, revenues from Portuguese telecommunication businesses decreased by 7.7% y.o.y (Euro 181 million), negatively impacted by:

(1) revenue decline at the Personal customer segment (Euro 73 million), including lower equipment sales (Euro 10 million), lower

interconnection revenues (Euro 22 million), and lower customer revenues (Euro 42 million) that reflect challenging economic conditions,
including a VAT increase (+3pp y.o.y in 1H11 and 2pp y.o.y in 3Q11), coupled with increasing popularity of tribal plans; (2) the decline in the
Enterprise segment (Euro 81 million), and (3) lower revenues associated with the wholesale and other businesses (Euro 56 million), including a
negative impact from the directories business (Euro 16 million). PT has a financial investment of 25% in the company Pédginas Amarelas , which

is managed by Truvo. The total impact in Portuguese revenues of lower mobile termination rates (MTRs) stood at Euro 26 million in

9M11. These negative effects were partially offset by an increase in revenues from Residential customer segment (+5.9% y.o.y), mainly related
to Pay-TV and broadband revenues, which are underpinned by the success of Meo s double and triple play offers. In 9M11, non-voice revenues
in Portugal represented 46.1% of service revenues, having grown 3.8pp y.o.y. This positive evolution of PT s revenue mix is making
performance more resilient and predictable and was achieved on the back of increased penetration of data and video services across all segments,
following the significant investments in the rollout of FTTH and leading-edge technology.

In the Residential customer segment, operating revenues increased by 5.9% y.o.y in 9M11, from Euro 482 million to Euro 510 million, on the
back of the continued strong performance of Meo triple-play offer (voice, broadband and pay-TV) and benefiting from a relentless effort to
transform PT s residential service offering from a legacy fixed telephone to a triple play offering, which is more competitive and more resilient to
adverse economic conditions. Residential retail accesses or retail revenue generating units (RGUs) increased by 9.7% y.o.y, reaching 3,460
thousand, with pay-TV and broadband accesses already accounting for 52% of total residential retail accesses in 9M11. Pay-TV customers
increased by 135 thousand, reaching 909 thousand, up by 26.7% y.o.y, while broadband customers increased by 70 thousand to 880 thousand, up
by 13.6% y.o.y. Retail RGU per access increased by 9.1% y.o.y in 9M11 to 2.07. This solid performance was also underpinned by the

investment in the coverage of one million households with FTTH, carried throughout 2009 and 2010, which continues to show steady

commercial traction as more households become available for commercial sales.

In 9M11, Personal operating revenues decreased by Euro 73 million (-11.3% y.o.y) to Euro 575 million, mainly due to: (1) lower customer
revenues (Euro 42 million), as a result of the economic conditions, including the increase in VAT and increased popularity of tribal plans,
namely those without a monthly fee and only with mandatory top-up obligations; (2) lower interconnection revenues (Euro 22 million), mostly
as a result of the negative impact of lower MTRs, and (3) lower equipment sales (Euro 9 million). It is worth highlighting that 3Q11 continued to
show a sequential improvement in service revenues: -9.5% y.o.y in 3Q11, which compares to minus 11.5% y.o.y in 2Q11 and to minus 12.0% in
1Q11. The improvement of service revenues is underpinned by customer revenues, that were down by 6.8% in 3Q11 (-8.9% y.o.y in 2Q11 and
-9.4% y.o.y in 1Q11). Notwithstanding the significant growth in fixed broadband, in 9M11 data revenues from Personal segment accounted for
30.9% of service revenues (+2.2pp y.0.y), as a result of the solid performance of data packages internotelemovel , which continued to show
strong growth, explained by the commercial success of e nunca mais acaba and increased penetration of smartphones.

Operating revenues from the Enterprise customer segment decreased by 9.9% y.o.y in 9M11(Euro 81 million), from Euro 817 million to Euro
737 million, penalised by the economic environment and consequent cost cutting efforts from companies and the one-off projects with public
administration that took place in 2010. PT s strategy continued to focus on convergent offerand unlimited fixed-to-mobile voice and data
solutions, integrated and vertical offers bundled with specific business software and flexible pricing solutions on a per workstation basis.
Additionaly, PT continued to provide advanced one-stop-shop I'T/IS solutions focusing on BPO and on the marketing of machine-to-machine
solutions. These offers leverage on PT s investment in FTTH and cloud
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computing solutions, which allow the offering of cloud-based services in partnership with software and hardware vendors.

Wholesale and other operating revenues, including intra-portuguese businesses eliminations, decreased by Euro 56 million (-13.6% y.0.y) to
Euro 352 million, impacted by: (1) lower revenues from directories (Euro 16 million); (2) lower wholesale revenues (Euro 22 million), including
lower ULL revenues and lower capacity sales, and (3) lower revenues from public phones (Euro 3 million).

Based on the former operating segments in Portugal, wireline operating revenues decreased by 5.3% y.o.y in 9M11, from Euro 1,453 million to
Euro 1,376 million, while adjusting for a contract with public administration related to the provision of broadband in schools (Euro 18 million)
and for the decline in the directories business (Euro 16 million), wireline revenues would have declined by 3.1% y.o.y impacted primarily by
lower wholesale and data and corporate revenues. In 9M11, retail revenues increased by 0.7% y.o.y, from Euro 725 million to Euro 730 million,
proving the steady and resilient performance of retail revenues, sustained by the improvement of non-voice revenues and the success of Meo
offers.

In 9M11, TMN s operating revenues decreased by Euro 116 million (-11.1% y.o.y) to Euro 930 million, mainly due to: (1) lower customer
revenues (Euro 71 million), as a result of the economic conditions, including the increase in VAT and increased popularity of tribal plans,
namely those without a monthly fee and only with mandatory top-up obligations; (2) lower interconnection revenues (Euro 32 million), mostly
as a result of the negative impact of lower MTRs (Euro 24 million), and (3) lower equipment sales (Euro 16 million). It is worth highlighting
that 3Q11 registered a marked improvement in service revenues performance: -8.6% y.o.y in 3Q11, which compares to -10.7% in 2Q11 and
-12.2% in 1Q11.

In 9M11, Oi s revenues stood at Euro 1,634 million, equivalent to R$ 3,748 million. Oi s results are proportionally consolidated as from 1
April 2011, reflecting the 25.6% direct and indirect stake that PT owns in Telemar Participacdes, the controlling shareholder of Oi, which fully
consolidates Oi companies, including Tele Norte Leste Participacdes, Telemar Norte Leste and Brasil Telecom.

Other revenues, including intra-group eliminations, increased by 39.0% y.o.y in 9M11 to Euro 609 million. This performance was mainly due to:
(1) the impact of the proportional consolidation of Contax as from 1 April 2011 (Euro 226 million), including Dedic/GPTI as from 1 July 2011,
and (2) an increase of 10.3% and 7.8% y.o.y at Timor Telecom and MTC, respectively. These effects were partially offset by a lower
contribution from Dedic/GPTI, that was fully consolidated until 30 June 2011 and then integrated in Contax.

The contribution from fully and proportionally consolidated international assets to operating revenues stood at 58.1% in 3Q11, while Brazil
accounted for 53.4% of operating revenues.

In 9M11, total PT customers stood at 89,678 thousand, up by 7.2% from 83,654 thousand in 9M10. Customers in international operations,
including Brazil and Africa, represented 87% of total PT customers.

EBITDA increased by 46.5% y.o.y to Euro 1,654 million in 9M11, as compared to Euro 1,129 million in the same period last year, primarily due
to the impact of the proportional consolidation of Oi and Contax as from 1 April 2011 (Euro 580 million), including Dedic/GPTI in Contax as
from 1 July 2011. Excluding this effect, EBITDA would have decreased by 4.9% y.o.y in 9M11 to Euro 1,074 million, equivalent to a margin of
42.0% (+1.5pp y.o.y). EBITDA performance in the period was impacted by the revenue decline and notwithstanding a 9.9% y.o.y reduction in
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operating costs excluding D&A and PRBs in Portuguese telecommunications businesses. This effect was partially offset by the revenue
improvement from the Residential customer segment in 9M11.
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It is worth highlighting that, based on the former operating segments in Portugal, the wireline business continued to show a solid performance
(+0.6% y.o.y to Euro 564 million). TMN s EBITDA margin was stable in 9M11 (-0.1pp y.o.y to 46.6%) as a result of a solid and continued cost
cutting effort (operating costs declined by Euro 61 million) and notwithstanding the revenue decline.

Table 3 _ EBITDA by business segment (1) Euro million
3011 3Q10 y.0.y 9M11 9M10 y.0.y
Portugal 329.9 345.9 (4.6)% 992.9 1,044.7 (5.0)%
Brazil e Oi 277.7 0.0 n.m. 562.3 0.0 n.m.
Other and eliminations 46.7 36.0 29.7% 98.9 84.5 17.0%
EBITDA 654.2 381.9 71.3% 1,654.0 1,129.2 46.5%
EBITDA margin (%) 37.4 40.1 2. 7)pp 37.5 40.4 (3.0)pp
Portugal 329.9 345.9 (4.6) % 992.9 1,044.7 (5.0)%
Wireline 185.7 184.1 0.9% 563.6 560.4 0.6%
TMN 145.5 163.2 (10.8)% 433.5 488.4 (11.3)%
Other (1.3) (1.4) 5.7)% 4.2) “.1) 1.6%

(1) EBITDA = income from operations + post retirement benefits + depreciation and amortisation.

EBITDA from Portuguese telecommunication businesses amounted to Euro 993 million in 9M11 (-5.0% y.o.y), equivalent to a 45.7% margin, a
1.3pp y.o.y improvement. In 3Q11, EBITDA margin improved by 1.3pp y.o.y, to 45.1%, a resilient performance (+1.2pp in 2Q11, +1.5pp in
1Q11), that underlines the sustainability of PT s cost cutting initiatives. Operating costs decreased by 9.9% y.o.y, on the back of: (1) pay-TV
reaching critical mass, which leads to lower programming costs per customer; (2) fibre rollout, which has a superior quality of service leading to
lower customer support and network maintenance costs; (3) the implementation of transformation initiatives, namely in customer care and field
force, promoting the usage of self-care and benefiting from fixed-mobile integration, (4) increased simplicity of commercial offers and
processes, namely for Personal customer segment, and (5) additional measures undertaken in anticipation of weaker macro fundamentals,
reflecting PT s strong cost focus. This solid performance was achieved against a backdrop of lower contribution to revenues and EBITDA
derived from the directories business, which contracted Euro 16 million and Euro 5 million, respectively. PT has a financial investment of 25%
in the company Pdginas Amarelas , which is managed by Truvo.

In9M11, Oi s EBITDA reached Euro 562 million, equivalent to R$ 1,290 million, corresponding to its proportional consolidation as from 1
April 2011. EBITDA margin in the period stood at 34.4%.

Other EBITDA increased by 17.0% y.o.y to Euro 99 million in 9M11 mainly due to: (1) the impact of the proportional consolidation of Contax
as from 1 April 2011 (Euro 20 million), and (2) the 5.9% and 2.2% y.o.y growth in Timor Telecom and MTC, respectively. After several
quarters of EBITDA contraction at CVT in Cape Verde, primarily due to weaker economic conditions and adverse regulation, in 9M11 CVT s
EBITDA increased by 1.6% y.o.y. These effects were partially offset by lower contribution from Dedic/GPTI business, that was fully
consolidated until 30 June 2011 and then integrated in Contax.

Fully and proportionally consolidated international assets represented 52.4% of PT s EBITDA in 3Q11. Brazilian businesses accounted for
44.1% of EBITDA in the period and fully consolidated African businesses accounted for 5.0% of EBITDA.

11
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Post retirement benefits costs decreased to Euro 41 million in 9M11 from Euro 53 million in 9M10, reflecting primarily the impact of the
transfer of regulatory unfunded pension obligations to the Portuguese State, which was

12
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completed in December 2010. This effect was partially offset by the impact of the proportional consolidation of Oi as from 1 April 2011 (Euro 3
million).

Depreciation and amortisation costs increased by 66.4% y.o.y to Euro 914 million in 9M11, reflecting primarily the proportional consolidation
of Oi and Contax (Euro 335 million), including the holding companies. Adjusting for this effect, depreciation and amortisation costs would have

increased by 5.4% to Euro 579 million in 9M11, due to higher contribution from the Portuguese businesses (Euro 25 million), as a result of the
FTTH rollout and pay-TV growth. In 3Q11, depreciation and amortisation costs amounted to Euro 350 million, a reduction of 5.0% compared to
Euro 368 million in 2Q11, primarily explained by the impact of the swap of TMN s 2G equipment to LTE (4G enabled equipment), a lower
contribution from Dedic, which was integrated in Contax as from 1 July 2011, and lower amortisation expenses at Oi.

Net interest expenses increased to Euro 199 million in 9M11 as compared to Euro 176 million in 9M10, reflecting primarily the impact of the
proportional consolidation of Oi and Contax, including the holding companies, as from 1 April 2011 (Euro 115 million). Adjusting for this

effect, net interest expenses would have decreased by Euro 91 million to Euro 85 million in 9M11, mainly as a result of: (1) an Euro 51 million
interest gain in 1Q11 on cash deposits in Brazilian Reais which were used to pay the strategic investment in Oi on 31 March 2011, and (2) the
reduction in the average cost of debt from Portuguese businesses, excluding the impact of the interest income on cash deposits in Brazilian Reais

as referred to above, which stood at 3.4% in 9M11 compared to 4.6% in 9M10. These effects more than offset the impact of the increase in the

average net debt from Portuguese businesses, which reflected: (1) the investment in Oi concluded on 31 March 2011 (Euro 3,728 million);
(2) the dividends paid in June 2011 (Euro 1,118 million related to the second instalment of the special dividend amounting to Euro 0.65 per
share and the ordinary dividend amounting to Euro 0.65 per share), and (3) the debt related to the transfer of unfunded pension obligations
completed in December 2010 (Euro 1,022 million), which more than offset the impact of the first and second instalments received from
Telefonica in 2010 (Euro 5,500 million) related to the Vivo transaction.

Equity in earnings of affiliates amounted to Euro 169 million in 9M11, as compared to Euro 65 million in 9M10. In 9M11, this caption includes
a gain of Euro 38 million related to the completion of the disposal of the investment in UOL for a total amount of Euro 156 million, while in

9M 10 includes non-recurring losses on investments in associate companies, totalling Euro 72 million, to adjust its carrying value to the
corresponding estimated recoverable amounts. Adjusting for these effects and PT s share in UOL s earnings in 9M10 (Euro 14 million), equity
accounting in earnings of affiliated companies would have amounted to Euro 131 million in 9M11 and Euro 124 million in 9M10, reflecting
primarily the improvement in earnings of Unitel, notwithstanding the devaluation of local currency, and CTM.

Net other financial losses, which include net foreign currency losses, net losses on financial assets and net other financial expenses, increased
from Euro 35 million in 9M10 to Euro 87 million in 9M11, reflecting primarily: (1) the impact of the proportional consolidation of Oi and
Contax as from 1 April 2011 (Euro 36 million), and (2) certain financial taxes incurred in Brazil in connection with the transfer of funds for the
investment in Oi (Euro 14 million).

Income taxes increased to Euro 155 million in 9M11, from Euro 64 million in 9M10, corresponding to an effective tax rate of 27.8% and 24.7%,
respectively. The increase in income taxes is primarily explained by: (1) the impact of the proportional consolidation of Oi and Contax as from 1
April 2011 (Euro 37 million); (2) a tax gain in 9M 10, amounting to Euro 52 million, related to a corporate restructuring of Africatel businesses
that resulted in lower taxable profits, and (3) a gain of Euro 4 million corresponding to the impact on deferred taxes, as at 1 January 2010, of the
change in the statutory tax rate applicable in Portugal from 26.5% to 29.0% for companies with taxable profits in excess of Euro 2 million.
Adjusting for: (1) the one-off gains recorded in 2010 mentioned above; (2) the
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impact of lower non-deductible interest expenses, and (3) certain non-recurring losses recognised in 3Q10, that are not tax deductible, the
effective tax rate would have been 28.2% in 9M11 and 29.0% in 9M10.

Income from discontinued operations amounted to Euro 5,551 million in 9M10, including primarily the capital gain obtained with the disposal of
the investment in Vivo, which was concluded on 27 September 2010, its earnings before non-controlling interests up to that date, and the
accumulated currency translation adjustments that were recognised in net income on the date of disposal, although not contributing to the
distributable net income.

Income attributable to non-controlling interests decreased by Euro 60 million in 9M11 to Euro 70 million, reflecting the reduction in income
attributable to non-controlling interests of Vivo (Euro 61 million), following the acquisition of this investment by Telefénica in September 2010.
The proportional consolidation of Oi and Contax as from 1 April 2011, amounting to Euro 14 million, was offset by the decrease in
non-controlling interests from African businesses (Euro 14 million), which is primarily explained by the share of non-controlling interests in the
tax gain recognised in 2Q10 as a result of a corporate restructuring of these businesses.

Net income amounted to Euro 333 million in 9M11. In 9M10, net income amounted to Euro 5,618 million, primarily affected by the net income
from discontinued operations and the corresponding non-controlling interests related to the disposal of the investment in Vivo. Adjusting for
these effects, net income would have increased from Euro 128 million in 9M10 to Euro 333 million in 9M11.

Capex

Capex increased by 42.6% y.o.y to Euro 704 million in 9M11, as compared to Euro 494 million in the same period last year, mainly due to the
impact of the proportional consolidation of Oi and Contax as from 1 April 2011 (Euro 240 million). Excluding this effect, capex would have
decreased by 6.0% y.o.y in 9M11 to Euro 464 million, equivalent to 18.1% of revenues, and was directed towards investments in future proof
technologies, namely FTTH, and also 3G and 3.5G.

Table 4 _ Capex by business segment Euro million
3011 3Q10 y.0.y 9M11 9M10 y.0.y

Portugal 149.6 138.5 8.0% 400.5 403.1 (0.7%

Brazil ¢ Oi 106.5 0.0 n.m. 223.2 0.0 n.m.

Other 29.6 429 (30.9)% 80.1 90.4 11.9)%

Total capex 285.8 181.4 57.5% 703.8 493.6 42.6%

Capex as % of revenues (%) 16.4 19.1 2.7)pp 159 17.7 (1.7)pp

Capex from Portuguese telecommunication businesses was broadly stable at Euro 400 million in 9M11 (-0.7% y.o.y). This performance

reflected a decline in capex from residential segment due to a decrease in customer-related capex as a result of: (1) a lower number of set-top
boxes per fibre TV customer as compared to ADSL; (2) lower unitary cost of set-top boxes, optical network terminators and home gateways, and
(3) improved refurbishment rates of set-top boxes, which reached 75% in 9M11 (74% in 1H11 and 63% in 9M10); which was offset by an
increase in capex related to the investments in the swap of TMN s 2G equipments to LTE (4G) enabled equipment and investments in capacity of
existing 3G and 3.5G networks, namely in urban areas. Additionally, PT has been strengthening its mobile data capabilities and its network
quality by leveraging the existing FTTH deployment to boost its mobile network quality and lead the 4G roll-out in the Portuguese market.
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Capex to sales ratio in portuguese telecommunication businesses stood at 18.4% of revenues, compared to 17.1% in 9M10. PT aims at
strengthening further the value proposition to its corporate, SME/SOHO and residential customers by extending
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FTTH coverage to an additional up to 600 thousand households and investing in the construction of a state of the art 75.5 thousand sqm data
centre.

In 9M11, Oi s capex proportionally consolidated as from 1 April 2011 reached Euro 223 million, equivalent to R$ 512 million, and was mainly
towards to: (1) improve fixed network quality and coverage; (2) increase speed of broadband services; (3) improve mobile network coverage,
and (4) reinforce data capacity.

In 9M11, other capex decreased to Euro 80 million, compared to Euro 90 million in 9M10, primarily as a result of lower capex from MTC, in
Namibia, and CVT, in Cape Verde, and notwithstanding an increase in capex from Timor Telecom. The consolidation of Contax as from 1
April 2011 was offset by the lower contribution from Dedic/GPTI, due to investments undertaken in 1Q10 related to the expansion of Dedic,
namely the construction of new sites, and its integration in Contax as from 1 July 2011.

Cash Flow

Operating cash flow increased to Euro 894 million in 9M11, compared to Euro 410 million in 9M10, including the proportional consolidation of
Oi and Contax as from 1 April 2011 (Euro 295 million). Adjusting for this effect, operating cash flow would have increased by Euro 188 million
to Euro 598 million in 9M11, mainly due to a significant improvement in working capital management (Euro 248 million), primarily explained
by: (1) the one-off reduction in the payment cycle to certain suppliers undertaken in 4Q10, following the cash inflow from the Vivo transaction,
leading to lower payments to suppliers in 9M11, and (2) a lower investment related to trade receivables in Portuguese businesses.

Table 5 _ Free cash flow (1) Euro million
3011 3Q10 y.0.y 9M11 9M10 y.0.y
EBITDA minus Capex 368.5 200.4 83.8% 950.3 635.6 49.5%
Non-cash items 39.4 11.6 240.4% 93.6 31.1 200.7%
Change in working capital (38.9) 15.5 n.m. (150.0) (256.4) (41.5)%
Operating cash flow 369.0 227.5 62.2% 893.8 4104 117.8%
Interests (8.6) (15.7) (45.5)% (160.3) (181.1) (11.5)%
Net reimbursements (contributions)
to pension funds (2) (11.2) 5.9) 90.4% (20.4) 31.5 n.m.
Paym. to pre-retired, suspended
employees and other (46.8) (45.4) 3.3% (128.2) (116.2) 10.4%
Income taxes (40.8) 2.7 n.m. (119.5) (37.6) 218.1%
Dividends received 0.3 0.9 (70.4)% 147.0 9.6 n.m.
Net disposal (acquisition) of
financial investments 12.1 0.1 n.m. 123.6 1.4 n.m.
Share capital reductions at Brasilcel 0.0 0.0 n.m. 0.0 89.9 n.m.
Other cash movements (3) (92.9) (34.3) 170.8% (238.3) (56.1) n.m.
Free cash flow 180.9 130.0 39.2% 497.7 151.8 227.8%

(1) Free cash flow in 9M11 and 9M10 exclude the cash out-flow related to the acquisition of PT s strategic investment in Oi and Contax and the
first instalment related to Vivo transaction, respectively. (2) In 9M11, this caption includes Euro 16 million related to the service cost payments
associated to the active employees transferred to the Portuguese State. (3) In 9M11, this caption includes payments of expenses incurred with the
strategic investment in Oi, bank commissions and certain payments of contractual penalties and legal actions, mainly at Oi and Contax.

17



Edgar Filing: PORTUGAL TELECOM SGPS SA - Form 6-K

Excluding the cash out-flow related to the acquisition of PT s investment in Oi and Contax in 1Q11 and the first instalment received from
Telefénica in 3Q10 related to Vivo transaction, free cash flow amounted to Euro 498 million in 9M11, compared to Euro 152 million in 9M10.
This performance is primarily explained by: (1) a higher operating cash flow (Euro 483 million) as referred to above; (2) proceeds received from
the disposal of the investment in UOL amounting to Euro 156 million; (3) dividends received from Unitel (Euro 126 million) in 9M11 relating to
2009 earnings, while the 2008 dividends had been fully received in 4Q09, and (4) a reduction in interest paid amounting to Euro 18 million, due
to the decrease in the average net debt from Portuguese businesses and the interest on cash deposits in Brazilian Reais used to pay the strategic
investment in Oi and Contax, which more
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than offset the proportional consolidation of Oi and Contax, including the holding companies, as from 1 April 2011 (Euro 104 million). These
effects were partially offset by: (1) an amount of Euro 90 million received from Brasilcel in 9M10 related to share capital reductions; (2) an
increase in payments regarding legal actions (Euro 160 million), primarily related to the proportional consolidation of Oi; (3) an increase in net
payments related to post retirement benefits (Euro 64 million), due to the Euro 75 million reimbursement in 1Q10 related to the excessive
funding of the healthcare plan; (4) an amount paid by Contax in 2Q11 for the acquisition of the investment in Allus (Euro 44 million), and

(5) higher payments of income taxes (Euro 82 million), mainly related to the impact of the proportional consolidation of Oi and Contax (Euro 36
million) and withholding taxes on financial applications incorporated with the proceeds from the disposal of Vivo. For comparative purposes,
PT s free cash flow in 9M11 adjusted for the investment in Oi and Contax and the proportional consolidation of its free cash flow increased to
Euro 591 million, as compared to Euro 152 million in 9M10, adjusted for the first instalment received from Telefénica.

Consolidated Net Debt
Table 6_Change in net debt Euro million
3Q11 3Q10 IM11 IM10
Net debt (initial balance as reported) 8,874.9 6,092.8 2,099.8 5,528.0
Less: Vivo s net debt 0.0 719.5 0.0 699.0
Net debt (initial balance adjusted) 8,874.9 5,373.3 2,099.8 4,829.0
Less: free cash flow 180.9 130.0 497.7 151.8
First instalment related to Vivo transaction 0.0 (4,500.0) 0.0 (4,500.0)
Acquisition of strategic investment in Oi and Contax 0.0 0.0 3,727.6 0.0
Translation effect on foreign currency debt (190.6) 0.0 (132.4) 0.0
Dividends paid by PT 0.0 0.0 1,117.7 503.6
Acquisition of own shares 0.0 0.0 86.8 0.0
Changes in consolidation perimeter (O1 and Contax) 0.0 0.0 2,052.5 0.0
Other changes in consolidation perimeter 10.0 0.9 (1.4) 31.7
Other (1) 27.2 37.3 87.6 69.1
Net debt (final balance) 8,540.6 781.6 8,540.6 781.6
Less: TEF receivable 2,000.0 3,000.0 2,000.0 3,000.0
Less: Tax effect on unfunded post retirement benefits 226.1 226.1 226.1 226.1
Adjusted net debt (final balance) 6,314.5 (2,444.5) 6,314.5 (2,444.5)
Less: Net debt from Oi and Contax, inc. holding
companies 2,164.0 0.0 2,164.0 0.0
Adjusted net debt exc. Oi and Contax (final balance) 4,150.5 (2,444.5) 4,150.5 (2,444.5)
Change in net debt (334.3) (4,591.7) 6,440.8 (4,047.4)
Change in net debt (%) 3.8)% (75.4)% 306.7% (73.2)%

(1) In 9M11 and 9M10, this caption includes mainly Euro 78 million and Euro 63 million, respectively, related to dividends paid by PT s fully
and proportionally consolidated subsidiaries to non-controlling interests.

Consolidated net debt, adjusted for the receivable from Telefénica, excluding the proportional consolidation of Oi and Contax, and the holding
companies, and the tax effect on the payments due to the Portuguese State in connection with the pensions transaction, amounted to Euro 4,151
million as at 30 September 2011, a Euro 119 million decrease from 30 June 2011. Consolidated net debt increased from Euro 2,100 million at
the end of December 2010 to Euro 8,541 million as at 30 September 2011, an increase of Euro 6,441 million reflecting: (1) the acquisition of the
strategic investments in Oi and Contax for a total consideration of Euro 3,728 million and the proportional consolidation of its net debt position
amounting to Euro 2,053 million as at 31 March 2011; (2) dividends paid by PT to its shareholders (Euro 1,118 million) and by its subsidiaries
to non-controlling interests (Euro 78 million), and (3) the acquisition by Oi of PT s own shares in 2Q11 (Euro 87 million). These effects were

partially offset by the the free cash flow generated in the period, adjusted for the acquisition of the investments in
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Oi and Contax, amounting to Euro 498 million, and the impact of the depreciation of the Brazilian Real against the Euro, leading to a reduction
in net debt of Euro 132 million.

Excluding the proportional consolidation of Oi and Contax, the amount of cash available plus the receivable from Telefénica and the undrawn
amount of PT s committed commercial paper lines and standby facilities totalled Euro 5,524 million at the end of September 2011, of which Euro
940 million was undrawn committed commercial paper and standby facilities. After the Euro 600 million 5-year Eurobond issued in

January 2011 and the Euro 1,200 million 3-year credit facility signed in March and April 2011, with eight leading international banks, PT has
now its debt maturities fully financed until the end of 2013 and financial flexibility to continue to invest in its businesses whilst honouring its
commitments to its shareholders.

In 9M11, excluding the Euro 51 million interest gain on cash deposits related to the strategic investment in Oi, PT s average cost of debt stood at
3.4%, down from 4.6% in 9M10. As at 30 September 2011, PT s consolidated net debt had a maturity of 5.9 years. Excluding the consolidation
of Oi and Contax, the maturity of PT s net debt was also 5.9 years. As at the end of September 2011, the net debt to EBITDA ratio was 2.9x.

Post Retirement Benefits Obligations

As at 30 September 2011, the projected post retirement benefits obligations (PBO) from Portuguese businesses related to pensions supplements
and healthcare amounted to Euro 434 million and market value of assets under management amounted to Euro 381 million, compared to Euro
472 million and Euro 448 million as at 31 December 2010, respectively. In addition, PT had liabilities in the form of salaries due to suspended
and pre-retired employees amounting to Euro 824 million as at 30 September 2011, which are not subject to any legal funding requirement.
These monthly salaries are paid directly by PT to the beneficiaries until retirement age. As a result, total gross unfunded obligations from
Portuguese businesses amounted to Euro 878 million and after-tax unfunded obligations amounted to Euro 658 million. PT s post retirement
benefits plans for pensions supplements and healthcare are closed to new participants.

In addition, following the strategic investment in Oi, PT proportionally consolidated its net post retirement benefit obligations, amounting to
Euro 52 million as at 31 March 2011 and Euro 51 million as at 30 September 2011, which relate to several plans with different characteristics,
including defined contribution plans and defined benefits plans. Most of these plans are already closed to new participants. Oi has several plans
that present a surplus position and the surplus position is not recorded as an asset as it is not possible to obtain reimbursements.

Table 7_Post retirement benefits obligations Euro million

30 September 2011 31 December 2010

Pensions obligations 124.5 129.9
Healthcare obligations 309.9 3425
PBO of pension and healthcare obligations 434.4 472.4
Market value of funds (1) (380.6) (448.1)
Unfunded pensions and healthcare obligations 53.8 24.2
Salaries to suspended and pre-retired employees 824.1 924.3
Gross unfunded obligations from Portuguese businesses 877.9 948.6
After-tax unfunded obligations from Portuguese businesses 658.4 711.4
Gross unfunded obligations at Oi 51.0 0.0
Unrecognised prior years service gains 17.2 18.3
Accrued post retirement benefits 946.0 966.9
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(1) The reduction in the market value of funds resulted mainly from: (i) payments of supplements of Euro 7.0 million; (ii) the negative
performance of assets under management amounting to Euro 49.7 million (equivalent to negative 11.4% in 9M11), and (iii) the refund of
healthcare expenses paid previously by PT amounting to Euro 10.9 million.
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Total gross unfunded obligations from Portuguese businesses decreased by Euro 71 million to Euro 878 million as at 30 September2011,
primarily as a result of salary payments to suspended and pre-retired employees made during the period amounting to Euro 128 million, which
were partially offset by total post retirement benefits and curtailment costs (Euro 29 million) and net actuarial losses (Euro 33 million)
recognised in the period. Unfunded obligations from Oi decreased from Euro 52 million as at 31 March 2011 to Euro 51 million as at 30
September 2011, reflecting primarily the impact of the depreciation of the Brazilian Real against the Euro (Euro 4 million), partially offset by
post retirement benefits costs amounting to Euro 3 million.

Table 8 _ Change in gross unfunded obligations Euro million
IM11 IM10
Gross unfunded obligations (initial balance) 948.6 1,467.4
Changes in the consolidation perimeter 52.5 0.0
Post retirement benefits costs (PRB) (1) 26.1 54.9
Curtailment cost 6.3 10.9
Net reimbursements (contributions) to pension funds (2) 4.9 31.5
Salary payments to pre-retired, suspended employees and other (128.2) (116.2)
Net actuarial (gains) losses (3) 33.0 72.6
Foreign currency translation adjustments 4.5) 0.0
Gross unfunded obligations(final balance) 928.9 1,521.1

(1) In 9M11, this caption excludes the service cost payments related to active employees transferred to the Portuguese State amounting to Euro
16 million. (2) In 9M11, this caption includes healthcare expenses net of reimbursements amounting to Euro 2.0 million, and termination
payments amounting to Euro 2.6 million. Additionally, contributions amounting to Euro 16 million related to the service cost of the employees
transferred to the Portuguese state were paid. (3) In 9M11, net actuarial losses includes: (i) a gain of Euro 36 million related to changes in
discount rates from 4.75% to 5.00% in pension supplements and from 4.75% to 5.50% in healthcare liabilities, and (ii) a loss of Euro 69 million
related to the difference between actual return on assets in the period (-11.4%) and expected return of assets (6% annualised).

Post retirement benefits costs decreased to Euro 41 million in 9M11 from Euro 53 million in 9M10, reflecting primarily the impact of the
transfer of regulatory unfunded pension obligations to the Portuguese State, completed in December 2010. This effect was partially offset by the
impact of the proportional consolidation of Oi as from 1 April 2011 (Euro 3 million).

Equity
Table 9 _ Change in shareholders equity (excluding non-controlling interests) Euro million
IM11

Equity before non-controlling interests (initial balance) 4,392.4
Net income 333.5
Net currency translation adjustments (430.1)
Dividends (1,118.0)
Net actuarial gains (losses), net of taxes (24.7)
PT s shares acquired by Oi (1) (148.3)
Other (12.3)
Equity before non-controlling interests (final balance) 2,992.5
Change in equity before non-controlling interests (1,400.0)
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Change in equity before non-controlling interests (%) (31.9)%

(1) This caption includes Euro 61 million of PT s shares acquired before 31 March 2011 (initial consolidation of Oi).

As at 30 September 2011, shareholders equity excluding non-controlling interests amounted to Euro 2,992 million, which represents a decrease
of Euro 1,400 million in 9M11. This decrease is primarily explained by: (1) the dividends paid by PT to its shareholders amounting to Euro
1,118 million; (2) negative currency translation adjustments amounting to Euro 430 million, mainly related to the depreciation of the Brazilian
real against the Euro, and (3) the acquisition by Oi of PT s own shares (Euro 148 million), which for accounting purposes are classified as
threasury shares. These effects more than offset the net income generated in the period of Euro 333 million.
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Strategic Investment in Oi

On 31 March 2011, PT concluded its strategic investments in Telemar Norte Leste, S.A. ( Oi ) and Contax, S.A. ( Contax ) for a total consideration
of R$8,437 million (Euro 3,728 million). These strategic investments were made in connection with the agreements entered into with the

controlling shareholders of Telemar Participacdes, S.A., which controls and fully consolidates Oi, and CTX Participac¢des, S.A., which in turn

controls and fully consolidates Contax. Under these agreements, PT shares the control of these companies and plays a key role in the strategic
financial and operational policies and, consequently, the acquired investments are treated for accounting purposes as jointly controled entities.

As allowed by IAS 31, PT s results in 9M11 include the proportional consolidation of the earnings of Oi and Contax Groups, as from 1

April 2011. Additionaly, the process of exchange of PT s interest in Dedic/GPTI for an additional stake in Contax was completed on 1 July 2011.
Oi is proportionally consolidated, through the 25.6% direct and indirect stake that PT owns in Telemar Participagdes, the controlling shareholder
of O1i, which fully consolidates Oi companies, including Tele Norte Leste Participacdes, Telemar Norte Leste and Brasil Telecom. Contax is
proportionally consolidated through the 44.4% direct and indirect stake that PT owns in CTX Participa¢des, which in turn fully consolidates
Contax, which fully consolidates Dedic/GPTI as from 1 July 2011.

PT made the strategic investment in Oi and Contax through its wholly owned holding companies Bratel Brasil and PT Brasil, respectively,
having acquired economic interests of 25.3% in Oi (Telemar Norte Leste) and 14.1% in Contax. The economic interest in Contax was increased
t0 19.5% on 1 July 2011, following the exchange of PT s interest in Dedic/GPTI for an additional stake in Contax

Consolidated Statement of Financial Position

The main changes in the statement of financial position are basically explained by the aquisition of the investments in Oi and Contax. This
operation was completed as at 31 March 2011, and therefore PT proportionally consolidated the assets and liabilities of these companies in its
statement of financial position as from 31 March 2011.

Total assets and liabilities increased from Euro 15.2 billion and Euro 10.6 billion as at 31 December 2010 to Euro 22.2 billion and Euro 18.4
billion as at 30 September 2011, respectively, reflecting primarily the impacts resulting from the acquisition and proportional consolidation of Oi
and Contax (total assets and liabilities of Euro 7.4 billion and Euro 6.8 billion, respectively). Adjusting for these effects, total liabilities increased
by Euro 1.1 billion, primarily due to the Euro 0.6 billion Eurobond issued in January 2011 and total assets decreased by Euro 0.4 billion, mainly
due to the impact of the depreciation of the Brazilian Real against the Euro.

The main effects following the strategic investment in Oi and Contax and its proportional consolidation on PT s statement of financial position as
at 31 March 2011 are: (1) total assets and liabilities related to those businesses amounting to Euro 9.3 billion and Euro 6.8 billion, respectively,
and non-controlling interests of Euro 0.7 billion; (2) a reduction in cash and cash equivalentes of Euro 3.7 billion corresponding to the amount
paid for the acquisition of these investements, and (3) the recognition of a preliminary goodwill amounting to Euro 1.8 billion as a result of this
transaction.

Total assets and liabilities that were proportionally consolidated for the first time as at 31 March 2011, considering the goodwill recorded as a
result of this transaction, include primarily tangible and intangible assets (Euro 6,445 million), cash and cash equivalents (Euro 1,696 million),
current accounts receivable (Euro 778 million), deferred tax assets (Euro 654 million), gross debt (Euro 3,749 million), provisions (Euro 807
million) and related judicial deposits
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(Euro 984 million), current accounts payable and accrued expenses (Euro 773 million), taxes payable (Euro 630 million) and deferred tax

liabilities (Euro 353 million).

Table 10 _ Consolidated statement of financial position

Cash and equivalents

Accounts receivable, net

Inventories, net

Judicial Deposits

Financial investments

Intangible assets, net

Tangible assets, net

Accrued post retirement asset

Other assets

Deferred tax assets and prepaid expenses
Total assets

Accounts payable

Gross debt

Accrued post retirement liability

Other liabilities

Deferred tax liabilities and deferred income
Total liabilities

Equity before non-controlling interests
Non-controlling interests

Total shareholders equity

Total liabilities and shareholders equity

15

30 September 2011

3,867.1
3,934.8
128.5
1,028.3
505.4
4,573.2
6,133.6
11.8
657.3
1,312.6
22,152.6
1,136.8
12,407.7
957.8
2,989.3
880.9
18,372.5
2,992.5
787.6
3,780.1
22,152.6

Euro million

31 December 2010

5,106.5
3,403.2
101.5
0.0
539.6
1,111.7
3,874.6
1.9
338.1
692.7
15,169.9
722.6
7,206.3
968.8
1,063.0
600.1
10,560.8
4,392.4
216.7
4,609.1
15,169.9

27



Edgar Filing: PORTUGAL TELECOM SGPS SA - Form 6-K

03

Operational Review

Portuguese Telecommunication Businesses

As from 3Q11, PT reports its Portuguese telecommunication businesses, which include former wireline and TMN, as a new operating segment.

As part of this new operating report format, PT also reports its revenues on a per customer segment basis, which are as follows: (1) Residential ,
which comprises fixed telephony, broadband and pay-TV services, including double and triple-play services provided to homes, and was

previously booked under the wireline caption; (2) Personal , which includes mainly mobile voice and broadband services provided to individuals
and was previously included in TMN, and (3) Enterprise , which includes mobile and fixed voice, broadband and video services as well as
customised and more sophisticated applications and ICT services marketed to large corporations and small and medium businesses and that was
previously registered both in wireline and in TMN. Other services, including wholesale services and directories, are registered under a different
revenue caption, Wholesale, other and eliminations . Tables related to wireline and TMN, PT s former operating segments are provided in Annex
for comparative purposes.

The Portuguese telecommunication businesses continued to show steady customer growth, with the fixed retail customers growing 6.3% y.o.y to
4,709 thousand (net additions reached 77 thousand and 182 thousand in 3Q11 and 9M11, respectively) and mobile customers up by 0.5% y.o.y
to 7,354 thousand (20 thousand net additions in 3Q11).

Table 11 _ Portuguese operating data

3011 3Q10 y.0.y 9M11 9M10 y.0.y
Fixed retail accesses ( 000) 4,709 4,428 6.3% 4,709 4,428 6.3%
PSTN/ISDN 2,662 2,695 1.2)% 2,662 2,695 (1.2)%
Broadband customers 1,072 964 11.2% 1,072 964 11.2%
Pay-TV customers 974 769 26.7% 974 769 26.7%
Retail RGU per access 1.77 1.64 7.6% 1.77 1.64 7.6%
Mobile Customers( 000) 7,354 7,314 0.5% 7,354 7,314 0.5%
Postpaid 2,341 2,267 3.3% 2,341 2,267 3.3%
Prepaid 5,013 5,047 0.7% 5,013 5,047 (0.7)%
Net additions ( 000)
Fixed retail accesses 77 83 (7.4)% 182 239 (23.6)%
PSTN/ISDN (10) (15) 33.7% (33) (52) 35.8%
Broadband customers 32 32 1.4% 71 102 (30.4)%
Pay-TV customers 55 67 (17.5)% 145 188 (23.3)%
Mobile Customers 20 46 (55.9)% (65) 62 (205.0)%
Postpaid 23 22 3.4% 51 33 55.1%
Prepaid 3) 23 (112.6)% (116) 29 n.m.
Data as % of mobile service
revenues (%) 28.9 25.2 3.7pp 27.7 24.5 3.2pp

Growth of fixed retail customers was underpinned by a solid performance of Meo, PT s pay-TV service, with pay-TV customers growing by
26.7% y.o.y to 974 thousand (net additions of 55 thousand in 3Q11 and 145 thousand in 9M11), and by an accelerated growth of broadband
customers, which were up by 11.2% y.o.y to 1,072 thousand (net additions of 32 thousand in 3Q11 and 71 thousand in 9M11). The success of
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Meo is achieved on the back of a very differentiated value proposition, which leverages on an innovative non-linear pay-TV service offering a
seamless multiscreen experience with live TV channels, video on demand, games and music on demand available on multiple devices. With 974
thousand customers, Meo already commands a 33.6% market share and aims at surpassing 1 million customers before year-end.
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Mobile customers benefited from a solid performance of post paid customers, which grew by 3.3% y.o.y (23 thousand net adds in 3Q11). The e
nunca mais acaba tariff plan, that reached 568 thousand customers in 3Q11 as well as the wireless broadband customers also continued to show
solid growth trends.

Residential

In 3Q11, retail net additions reached 81 thousand, as a result of the growth of the pay-TV service, which accounted for 51 thousand net
additions, clearly above the run-rate of 9M11 and bringing the total pay-TV residential customers to 909 thousand (up by 26.7% y.o.y).
September was the best performing month in terms of Meo sales in 2011. Fixed broadband net additions in the quarter stood at 30 thousand, with
the residential broadband customer base growing by 13.6% y.o.y to 880 thousand. Residential PSTN/ISDN lines were stable in 3Q11, also
reflecting the positive impact of the triple-play offers. Residential revenue generating units per access, or total retail accesses divided by
PTSN/ISDN lines stood at 2.07, up 9.1% y.o.y reflecting the continued success of the triple-play offers. As a result of this success, residential
ARPU was up by 4.6% y.o.y to Euro 30.9. This performance is even more noteworthy as it was achieved against a backdrop of: (1) a
challenging economic environment, which leads to some pressure on those services that are more exposed to the economic environment, such as
premium and thematic channels, video on demand and other value added services, and (2) aggressive commercial stance by certain competitors
that offer unlimited international voice traffic in the monthly fee, with a direct negative impact on traffic revenues.

Table 12 _ Residential operating data

3011 3Q10 y.0.y 9M11 9M10 y.0.y
Fixed retail accesses ( 000) 3,460 3,155 9.7% 3,460 3,155 9.7%
PSTN/ISDN 1,671 1,663 0.5% 1,671 1,663 0.5%
Broadband customers 880 774 13.6% 880 774 13.6%
Pay-TV customers 909 718 26.7% 909 718 26.7%
Retail RGU per access 2.07 1.90 9.1% 2.07 1.90 9.1%
Net additions ( 000)
Fixed retail accesses 81 95 (14.9)% 203 274 (26.0)%
PSTN/ISDN 0) 2 (104.5)% ) 1 (281.6)%
Broadband customers 30 30 0.6% 70 95 (26.2)%
Pay-TV customers 51 64 (19.3)% 135 178 (24.3)%
ARPU (Euro) 30.9 29.5 4.6% 30.7 28.9 6.1%
Non-voice revenues as % of
revenues (%) 58.5 52.2 6.3pp 57.8 50.2 7.6pp

The solid growth of residential customers is clearly supported by the success of Meo, PT s innovative pay-TV service that has already moved
towards a seamless multiscreen experience, with live TV channels, video-on-demand and games and music on demand. Meo delivers a
differentiated content proposition, with more than 150 TV channels, including exclusive content, HD and 3D channels, thousands of VoD titles
and interactivity over anchor programmes (e.g. fdolos, Secret Story, Biggest Loser). Meo also offers advanced and customised applications,
through multiple widgets in an app store covering areas like: (1) Entertainment (e.g. surf, football); (2) Convenience (e.g. news, pharmacies),
and (3) Personal Content (e.g. online photo storage).

During 3Q11, PT continued to surprise the pay-TV market with new content experiences. Leveraging on the second edition of Secret Story, the
notorious reality show on TVI (a local FTA channel), MEO launched an exclusive Secret Story channel, airing live 24h of the Secret Story
house, with an interactive application that allows customer to select the camera from which they want to follow participants in the house and
delivers exclusive best of videos. This channel has been a clear commercial success, reaching over 10% audience share and out-performing all
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pay-TV channels on most days of the week since it was launched. With RTP, another leading FTA channel, Meo launched a news interactive
application that allows customers to create their own news playlists by selecting and aggregating categorised news clips from a catalogue news
clips automatically collected and categorised by Meo-RTP throughout the day. Meo also strengthened its music offer by launching a radio
application that brings together 25 radio stations on the TV screen. Radio stations include: (1) the radio stations of the Renascencga group, the
clear leader in this market; (2) SW TMN, PT s new radio station targeted at the youth segment, and (3) several international radios.

In 3Q11 Meo continued to strengthen its brand, which is perceived by the market as a young, innovative and fun brand. Moreover, in

September 2011 Meo reached the highest brand notoriety amongst all pay-TV operators, with spontaneous ad recall reaching 62% having
increased the lead over the second pay-TV operator to more than 40pp. Operating revenues in the Residential customer segment reached Euro

171 million, up by 5.4% y.o.y (+5.9% y.o.y in 9M11) a noteworthy performance that is clearly leveraged on Meo s commercial success, which is
unerpinning growth of double-play and triple-play services. As a result of this success, the weight of non-voice services in Residential stood at
58.5% in 3Q11 (57.8% in O9M11), up by 6.3pp y.o.y (+7.6pp y.o.y in 9M11).

Personal

Mobile Personal customers, including voice and broadband customers, were stable in 3Q11, having stood at 5,872 thousand at the end of the
period as the growth in post-paid customers (+4.8% y.o.y to 1,054 million) was compensated by the decline in pre-paid customers. Post-paid
customer growth was underpinned by the commercial success of TMN s Unlimited tariff plans and by the continued growth of broadband
customers.

Table 13 _ Personal operating data

3011 3Q10 y.0.y 9M11 9M10 y.o.y
Mobile Customers ( 000) 5,872 5,874 (0.0)% 5,872 5,874 (0.0)%
Postpaid 1,054 1,005 4.8% 1,054 1,005 4.8%
Prepaid 4,819 4,869 (1.0)% 4,819 4,869 (1.0)%
Net additions ( 000) 13 39 (67.6)% On 68 (232.8)%
Postpaid 13 18 (23.5)% 32 46 (29.6)%
Prepaid (@))] 21 (104.3)% (123) 22 n.m.
MOU (minutes) 91 88 3.8% 88 83 6.0%
ARPU (Euro) 10.2 11.3 (9.8)% 9.8 11.1 12.1)%
Customer 9.2 9.9 (7.1)% 8.8 9.7 9.5)%
Interconnection 0.9 1.4 (29.8)% 1.0 1.4 (30.3)%
SARC (Euro) 27.8 28.4 2.2)% 27.2 27.1 0.5%
Data as % of service revenues (%) 30.6 28.4 2.3pp 30.9 28.7 2.2pp

PT s strategy for the Personal customer segment is anchored on mobile data offers based on market segmentation to meet customer demand for
increasingly higher bandwidth and provide the best quality of service in the market. TMN s commercial offers include: (1) voice and data tariff
plans designed to integrate seamlessly unlimited voice and data plans targeted at the high value post-paid segments and, in the pre-paid segment,
to prevent migration to the low value tariff plans by offering additional voice and data services; (2) distinctive smartphone offering leveraging
on a comprehensive portfolio of circa 30 smartphones, including exclusive handsets, and on innovative value added and convergent services to
use on-the-go (mobile TV, music on demand, social network aggregator, etc), and (3) mobile broadband competitive offers of up to 21.6Mbps
speed and offering free access to PT s leading national WiFi nework.
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In 9M11, TMN consolidated strategic changes in the commercial offer. These include the launch of the e nunca mais acaba and of the unlimited
tariff plans, which are targeted at improving the upselling of mobile Internet, leveraging on an increased popularity of smartphones, and

promoting usage of voice and value added services. In particular, the e nunca mais acaba tariff plan reached 568 thousand customers by the end
of 3Q11, reflecting a clear commercial success only 8 months after the commercial launch, which is being celebrated with a marketing campaign
targeted at communicating the 600 thousand mark. TMN also introduced changes in the roaming tariff structures. In August, TMN launched two
new daily tariff plans for internet no telemével , TMN s internet offering for smartphones, aimed at increasing the number of customers that use
mobile internet while in roaming. Additionaly, TMN launched convergent offers aimed at reducing churn. These offers include Pontos TMN a
dobrar , which doubles the benefits (air miles) attributed to those customers who are simultaneously customers of TMN and Meo. Finally, TMN
launched a new offering in March targeted at the kids segment, which is positioned upon the concept of security and cost control thus addressing
the main concerns of parents in choosing the first mobile phone for their children. This offer became available with the launch of a new tariff

plan with free calls and sms to parents and with an authorised contact list for a monthly fee of Euro 5. As a result TMN is clearly improving its
market share in this segment.

As a result of these initiatives, Personal revenue trends are showing sustained improvements throughout the year. In effect, customer revenues
declined by 6.8% y.o.y to Euro 162 million, in 3Q11 (-8.9% y.o.y in 2Q11 and -9.4% y.o.y in 1Q11