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Portugal Telecom

Telecommunications in Portugal

Customer segment

(Euro million)

: PORTUGAL TELECOM SGPS SA - Form 6-K

Residential

Personal > PT Comunicacdes 100%
Enterprise >TMN 100%

Other

Telecommunications in Brazil

Customer segment

Residential

Personal > 01 25.6%

Enterprise

Other

Other telecommunications businesses

Unitel 25% (a)(b) > Angola > Mobile

CTM 28% (b) > Macao > Wireline, mobile
MTC 34% (a) > Namibia > Mobile

CVT 40% (a) > Cape Verde > Wireline, mobile
Timor Telecom 41% > East Timor > Wireline, mobile
CST 51% (a) > Sdo Tomé e Principe > Wireline, mobile

Revenues

534
517
671
318

Revenues (R$ million, 100%)

7,385
6,640
6,315

412

Revenues (Euro million,

100%)

1,141

353
134

59
41

9

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

Other businesses

Systems and IT [PT Sistemas de Informacdo 100%]; Innovation, research and development [PT Inovagdo 100%];

Backoffice and shared services [PT PRO 100%];

Procurement [PT Compras 100%];
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Call centres and telemarketing services [Contax in Brazil 44.4% and PT Contact 100%];
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Financial review

Consolidated income statement

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 before non-controlling interests
Losses (income) attributable to non-controlling interests

Consolidated net income

IM12
4,983.9
2,040.2

534.0
517.2
670.6
318.3

2,295.5
648.2
3,255.1
831.1
828.3
4134
1,182.3
1,728.8
42.7
1,037.7
648.4
4.9)
1.9
2.1
(8.9)
653.3
277.0
368.6
(160.4)
68.8
376.3
(115.7)
260.6
(71.7)
188.9

IM11
4,415.8
2,173.6

510.5
574.8
737.0
351.3

1,633.7
608.5
2,761.8
743.3
716.2
3514
950.9
1,654.0
40.6
944.1
669.3
24.3
6.3
(0.0)
18.0
645.0
116.9
199.4
(169.1)
86.5
528.2
(143.9)
384.3
(82.8)
301.5

Euro million

y.0.y
12.9%
(6.1)%
4.6%
(10.0)%
9.0)%
(9.4)%
40.5%
6.5%
17.9%
11.8%
15.7%
17.6%
24.3%
4.5%
5.1%
9.9%
G1)%
n.m.
(69.3)%
n.m.
n.m.
1.3%
137.0%
84.8%
6.1)%
(20.5)%
(28.8)%
(19.6)%
(32.2)%
(13.4)%
37.3)%

(1) Following PT s strategic investment in Oi and Contax on 28 March 2011, PT proportionally consolidated the earnings of these businesses as
from 1 April 2011. (2) Businesses in Portugal include wireline and TMN. This caption includes the impact of the decline in regulated mobile
termination rates (MTRs). (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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Consolidated operating revenues

In 9M 12, consolidated operating revenues increased by Euro 568 million to Euro 4,984 million (+12.9% y.o.y). This increase is primarily related
to the impact of the proportional consolidation of Oi and Contax in 1Q12, as the earnings of these businesses were proportionally consolidated
as from 1 April 2011, and is partially offset by the contribution of Dedic/GPTI in 1H11, as this business was fully consolidated up to 30

June 2011 and then integrated in Contax following the completion of the exchange of PT s interest in this business for an addition stake in
Contax. Excluding the impact of these changes in the consolidation perimeter, amounting to Euro 802 million, and also the impact of the
depreciation of the Brazilian Real against the Euro (Euro 178 million),
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consolidated operating revenues would have decreased by only 1.3% y.o.y to Euro 4,226 million in 9M12. This decrease was the result of
revenue decline in Portuguese telecommunications businesses (Euro 133 million), notwithstanding a higher contribution from Oi (Euro 27
million) and revenue growth in international operations, namely Contax (Euro 10 million), MTC in Namibia (Euro 16 million), Timor Telecom
(Euro 7 million) and CVT in Cape Verde (Euro 2 million).

In 9M 12, revenues from Portuguese telecommunications businesses decreased by 6.1% y.o.y (Euro 133 million), primarily due to: (1) revenue
decline in the Enterprise customer segment (Euro 66 million, -9.0% y.o.y), impacted by strong cost cutting initiatives by the public
administration and large corporates, a significant reduction in investments in new projects by public administration and pricing and consumption
pressure on both SME and large corporates, and (2) the decline in the Personal customer segment (Euro 58 million), as a result of lower
customer revenues (Euro 43 million), reflecting challenging and deteriorating economic conditions and pricing pressure, due to an aggressive
competitive environment, namely in voice and wireless broadband, and lower interconnection revenues (Euro 14 million) following the
regulated tariff declines, that declined to Euro 2.77 cents as from 7 May 2012, to Euro 2.27 cents as from 30 June 2012 and to Euro 1.77 cents as
from 30 September. The total direct impact of regulation in revenues amounted to Euro 23 million in 9M12, including declining MTRs and
roaming prices. Excluding the impact of regulation, revenues in Portuguese telecommunications businesses would have declined by 5.1%

y.o.y. These negative effects were partially offset by an increase in revenues from Residential customer segment, from Euro 510 million in
9M11 to Euro 534 million in 9M12 (+4.6% y.o.y). This solid growth was achieved 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 highly differentiated and more competitive and also more resilient to unfavourable
economic conditions. In 9M12, non-voice revenues in Portugal represented 50.8% of service revenues, having grown 4.7pp y.o.y. The
transformation of PT s portfolio of products and services offered to its customers and the associated changes in the revenue mix is making its
performance more resilient and predictable. Other revenues in the Portuguese telecommunications businesses, including wholesale, decreased by
9.4% y.o.y (Euro 33 million), as a result of lower accesses and traffic revenues and revenue decline in public phones (Euro 2 million) and in the
directories business (Euro 9 million). As at 30 September 2012, PT had a financial investment of 25% in the directories business, which was
managed by Truvo.

In 9M12, Oi s revenues stood at Euro 2,296 million (R$ 5,637 million) compared to Euro 1,634 million in 9M11. This increase reflects the effect
of the proportional consolidation in 1Q12 (Euro 788 million), partially offset by the impact of the depreciation of the Brazilian Real against the
Euro (Euro 154 million). Adjusting for these effects, the contribution of Oi to PT s consolidated operating revenues in 9M12 would have
increased by Euro 27 million as compared to 9M11, to Euro 1,661 million. This performance was explained by an increase in sales and other
operating revenues (Euro 63 million), partially offset by lower service revenues (Euro 36 million). The decrease in service revenues is primarily
explained by the impact of lower residential revenues, due to lower fixed voice revenues and notwithstanding the positive contribute of
broadband and pay-TV revenues in the last couple of quarters, partially offset by an increase in personal mobility revenues, on the back of

higher revenues from monthly fees, underpinned by postpaid customer growth, increased traffic revenues and higher revenues from 3G services.
Oi srevenues were proportionally consolidated as from 1 April 2011, based on the 25.6% direct and indirect stake that PT owns in Telemar
Participagdes, the controlling shareholder of the Oi Group.
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Other revenues, including intra-group eliminations, increased by 6.5% y.o.y in 9M12 to Euro 648 million, including the impact of the
proportional consolidation of Contax in 1Q12 (Euro 148 million), that was proportionally consolidated as from 1 April 2011, partially offset by
the contribution of Dedic/GPTI business in 1H11 (Euro 134 million), that was fully consolidated up to 30 June 2011 and integrated in Contax as
from 1 July 2011. Excluding the impact of these changes in the consolidation perimeter, other revenues would have increased by Euro 25
million, reflecting the increases of 21.3% y.o.y and 13.8% y.o.y at Timor Telecom and MTC, respectively.

The contribution from fully and proportionally consolidated international assets to operating revenues stood at 58.5% in 9M12, while Brazil
accounted for 53.4%.

Consolidated Operating Costs (excluding post retirement benefit costs and depreciation and amortisation)

Consolidated operating costs excluding depreciation and amortisation costs and post retirement benefits increased by Euro 493 million (+17.9%
y.0.y) to Euro 3,255 million in 9M12, as compared to Euro 2,762 million in 9M11. This increase is primarily related to the impact of the
proportional consolidation of Oi and Contax in 1Q12, as the earnings of these businesses were proportionally consolidated only as from 1

April 2011, partially offset by the contribution of Dedic/GPTI in 1H11, as this business was fully consolidated up to 30 June 2011 and then
integrated in Contax following the completion of the exchange of PT s interest in this business for an addition stake in Contax. Excluding the
impact of these changes in the consolidation perimeter, totalling Euro 562 million, consolidated operating costs would have decreased by 2.6%
y.0.y (Euro 68 million) to Euro 2,560 million in 9M 12, primarily as a result of: (1) the 4.8% y.o.y decline in Portuguese telecommunications
businesses (Euro 56 million), reflecting the cost cutting efforts and the decline in direct costs due to lower revenues; and (2) a lower contribution
from Oi (Euro 24 million), reflecting the impact of the depreciation of the Brazilian Real against the Euro (Euro 108 million), which more than
offset higher third party costs, wages and salaries and commercial costs. These lower contributions from the Portuguese and Brazilian
telecommunications businesses more than offset increased operating costs at Africatel businesses, namely CVT and MTC.

Wages and salaries increased by Euro 88 million (+11.8% y.o.y) to Euro 831 million in 9M12, as compared to Euro 743 million in 9M11. This
increase relates primarily to the impact of the proportional consolidation of Oi and Contax in 1Q12, partially offset by the contribution of
Dedic/GPTI in 1H11. Excluding the impact of these changes in the consolidation perimeter, totalling Euro 84 million, wages and salaries would
have increased by 0.6% y.o.y (Euro 4 million) to Euro 643 million in 9M12, primarily due to a higher contribution from Oi (Euro 12 million),
reflecting increased staff levels and a reorganisation to create new regional commercial structures, as part of the strategy to improve regional
operational performance, which more than offset the impact of the depreciation of the Brazilian Real against the Euro. The lower contribution
from Oi was partially offset by a decline of 3.7% y.o.y (Euro 7 million) at the Portuguese telecommunications businesses, due to lower variable
and overtime remunerations, higher efficiency levels in certain internal processes and lower personnel costs as a result of the restructuring plan
implemented in 4Q11. Wages and salaries accounted for 16.7% of consolidated operating revenues in 9M12.

Direct costs increased by Euro 112 million (+15.7% y.o.y) to Euro 828 million in 9M12, reflecting primarily the impact of the proportional
consolidation of Oi and Contax in 1Q12, amounting to Euro 177 million. Adjusting for this effect, direct costs would have decreased by 9.0%
y.0.y (Euro 65 million) in 9M12 to Euro 651 million, primarily as a result of: (1) a reduction in the Portuguese telecommunications businesses
(Euro 17 million), as a

10
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result of lower traffic costs at TMN, explained by the impact of the regulatory MTR cuts and by a reduction in roaming interconnection costs,
lower costs associated with the directories business and lower costs associated with the provision of LAN services to schools; and (2) a lower
contribution from Oi (Euro 43 million), reflecting primarily the impact of the depreciation of the Brazilian Real against the Euro (Euro 32
million) and also a reduction in interconnection costs due to lower VU-M tariffs. Direct costs accounted for 16.6% of consolidated operating
revenues in 9M12.

Commercial costs, which include costs of products sold, commissions and marketing and publicity, increased by Euro 62 million (+17.6% y.o.y)
in 9M12 to Euro 413 million, reflecting primarily the impact of the proportional consolidation of Oi and Contax in 1Q12, amounting to Euro 39
million. Adjusting for this effect, commercial costs would have increased by 6.5% y.o.y (Euro 23 million) in 9M12 to Euro 374 million, mainly
due to a higher contribution from Oi (Euro 16 million), reflecting higher costs of goods sold and commissions, explained by a more intense
commercial activity that translated into higher sales, and notwithstanding the impact of the depreciation of the Brazilian Real against the Euro
(Euro 12 million). This effect was partially offset by a reduction at the Portuguese telecommunications business (Euro 7 million), reflecting
lower commissions and also lower marketing and publicity, which more than compensated a growth in cost of goods sold. Commercial costs
accounted for 8.3% of consolidated operating revenues in 9M12.

Other operating costs, which mainly include support services, supplies and external services, indirect taxes and provisions, increased by Euro

231 million in 9M12 to Euro 1,182 million, as compared to Euro 951 million in 9M11, reflecting primarily the impact of the proportional
consolidation of Oi and Contax in 1Q12, partially offset by the contribution of Dedic/GPTI in 1H11. Excluding the impact of these changes in

the consolidation perimeter, totalling Euro 261 million, other operating costs would have decreased by 3.2% y.o.y (Euro 30 million) in 9M12 to
Euro 891 million, basically due to: (1) a lower contribution from the Portuguese telecommunications businesses (Euro 26 million), reflecting
primarily lower maintenance and repair expenses, support services and other third party services, which benefited from the roll out of PT s FTTH
network and the extensive field force transformation programme; and (2) a lower contribution from Oi (Euro 9 million), as the impact of the
depreciation of the Brazilian Real against the Euro (Euro 52 million) and also lower provisions for bad debt more than offset increases in third
party costs and indirect taxes.

EBITDA

In 9M 12, EBITDA increased by Euro 75 million to Euro 1,729 million (+4.5% y.o.y). This increase is mainly explained by the impact of the
proportional consolidation of Oi and Contax in 1Q12, as the earnings of these businesses were proportionally consolidated as from 1 April 2011,
partially offset by the contribution of Dedic/GPTI in 1H11, as this business was fully consolidated up to 30 June 2011 and then integrated in
Contax following the completion of the exchange of PT s interest in this business for an addition stake in Contax. Excluding the impact of these
changes in the consolidation perimeter (Euro 240 million), and also the impact of the depreciation of the Brazilian Real against the Euro (Euro
49 million), EBITDA would have decreased by 7.0% y.o.y to Euro 1,537 million in 9M12. EBITDA performance in the period was impacted by:
(1) a lower contribution from Portuguese telecommunications businesses (Euro 77 million) as a result of revenue decline (Euro 133 million),
notwithstanding a 4.8% y.o.y reduction in operating costs excluding D&A and PRBs following the continued focus on cost cutting and the
improvement in gross margin from the residential segment in 9M12, and (2) a lower contribution from Oi (Euro 56 million), reflecting mainly
lower service revenues and higher third party services, partially offset by an increase in other operating revenues and sales. These effects were
partially offset by a higher contribution from other international operations.

11
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EBITDA by business segment (1) Euro million
9M12 9M11 y.0.y

Portugal 916.0 992.9 (7.7)%

Brazil e Oi 687.0 562.3 22.2%

Other 125.8 98.9 27.2%

EBITDA 1,728.8 1,654.0 4.5%

EBITDA margin (%) 34.7 37.5 (2.8)pp

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

EBITDA from Portuguese telecommunications businesses amounted to Euro 916 million in 9M12 (-7.7% y.o.y), equivalent to a 44.9% margin,
as a result of the decline in service revenues (Euro 139 million), which have high operating leverage. Service revenues minus direct costs
declined by Euro 122 million, while EBITDA only declined by Euro 77 million, as a result of a resilient focus on cost cutting and profitability of
operations. Operating costs decreased by 4.8% y.o.y on the back of: (1) pay-TV having reached critical mass; (2) lower traffic costs at TMN,
reflecting the regulated MTR cuts and lower roaming interconnection costs; (3) fibre rollout, which has a superior quality of service leading to
lower customer support and network maintenance costs, and (4) lower commercial costs, which more than compensated the growth in cost of
goods sold due to higher sales of smartphones.

In 9M12, Oi s EBITDA reached Euro 687 million (R$ 1,687 million), equivalent to an EBITDA margin of 29.9%, compared to a contribution of
Euro 562 million to consolidated EBITDA in 9M11. This increase reflects primarily the effect of the proportional consolidation in 1Q12 (Euro
227 million), partially offset by the impact of the depreciation of the Brazilian Real against the Euro (Euro 46 million). Adjusting for these
effects, the contribution of Oi to PT s consolidated EBITDA in 9M12 would have declined by Euro 56 million compared to 9M11, reflecting the
decrease in service revenues and higher third party services costs and notwithstanding an increase in sales and other operating revenues. Oi s
EBITDA was proportionally consolidated as from 1 April 2011, based on the 25.6% direct and indirect stake that PT owns in Telemar
Participagdes, the controlling shareholder of the Oi Group.

Other EBITDA increased by 27.2% y.o.y to Euro 126 million in 9M12 mainly due to: (1) the impact of the proportional consolidation of Contax
in 1Q12 (Euro 14 million), and (2) the 26.9% and 7.8% y.o.y growth in Timor Telecom and MTC, respectively.

Fully and proportionally consolidated international assets represented 50.1% of PT s EBITDA in 9M12. Brazilian businesses accounted for
42.6% of EBITDA in the period and fully consolidated African businesses accounted for 6.0%.

Net income

Post retirement benefits costs increased to Euro 43 million in 9M12 from Euro 41 million in 9M11, reflecting primarily the impact of the
proportional consolidation of Oi in 1Q12 (Euro 1.5 million), as this business was proportionally consolidated only as from 1 April 2011.

12
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Depreciation and amortisation costs increased by 9.9% y.o.y to Euro 1,038 million in 9M12, an increase of Euro 94 million, reflecting primarily
the impact of the proportional consolidation of Oi and Contax in 1Q12 (Euro 161
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million). Adjusting for this effect and the contribution of Dedic / GPTI in 1H11, depreciation and amortisation costs would have decreased by
6.3% in 9M 12, explained by lower contributions from: (1) the Portuguese telecommunications businesses (Euro 9 million), and (2) Oi (Euro 61
million), including the impact of the depreciation of the Brazilian Real against the Euro (Euro 29 million).

Net other costs (gains) registered a gain of Euro 9 million in 9M12 compared to a cost of Euro 18 million in 9M11, including primarily the net
compensation for prior years costs supported by PT with the universal service obligation under the Concession Agreement, partially offset by
certain non-recurring provisions and adjustments and also including the impact of the proportional consolidation of Oi and Contax in 1Q12.

Net interest expenses increased to Euro 369 million in 9M12 as compared to Euro 199 million in 9M11, reflecting primarily the impact of the
proportional consolidation of Oi, Contax and the Brazilian holding companies in 1Q12 (Euro 66 million), which were proporcionally
consolidated only as from 1 April 2011. Adjusting for this effect, net interest expenses would have amounted to Euro 302 million in 9M12, an
increase of Euro 103 million compared to 9M11, reflecting: (1) an Euro 51 million interest gain in 1Q11 on the cash deposits in Brazilian Reais
that were used to pay the strategic investments in Oi and Contax on 28 March 2011, and (2) a higher contribution from Oi, Contax and the
Brazilian holding companies (Euro 36 million), reflecting the impact of the increase in Oi s average net debt, partially offset by the effect of the
depreciation of the Brazilian Real against the Euro. Oi s net debt increase is mainly explained by the dividend payment in May 2012 and
August 2012 and the amounts paid to non-controlling shareholders in April 2012 in connection with the completion of its corporate
simplification. The average cost of net debt from Portuguese businesses stood at 4.2% in 9M 12, compared to 3.4% in 9M11, an increase mainly
explained by the interest gain recorded in 9M11 related to the receivable from Telefénica regarding the disposal of Vivo.

Equity in earnings of affiliates amounted to Euro 160 million in 9M12, as compared to Euro 169 million in 9M11. In 9M11, this caption
includes a gain of Euro 38 million related to the disposal of the investment in UOL for a total consideration of Euro 156 million. Adjusting for
this effect, equity accounting in earnings of affiliated companies would have increased from Euro 131 million in 9M11 to Euro 160 million in
IM12.

Net other financial losses, which include net foreign currency gains, net losses on financial assets and net other financial expenses, decreased
from Euro 87 million in 9M11 to Euro 69 million in 9M12, reflecting primarily higher net foreign currency losses by Portuguese businesses and
Oi in 9M11, mainly due to the impact of the depreciation of the US Dollar against the Euro in 9M11 on net assets denominated in US Dollars
and the impact of the depreciation of the US Dollar against the Brazilian Real on Oi s net debt denominated in US Dollars, respectively.
Additionally, the impact of the proportional consolidation of Oi, Contax and its controlling shareholders in 1Q12 (Euro 15 million) was offset by
the financial taxes incurred in Brazil during 1Q11(Euro 14 million) in connection with the transfer of funds for the investment in Oi.

Income taxes decreased to Euro 116 million in 9M12, from Euro 144 million in 9M11, corresponding to an effective tax rate of 30.8% and
27.2%, respectively. This reduction primarily reflects the impact of the proportional consolidation of Oi and Contax in 1Q12, amounting to an
income tax gain of Euro 13 million, and lower earnings from Portuguese businesses.

Income attributable to non-controlling interests amounted to Euro 72 million in 9M12, including the impact of the proportional consolidation of
Oi and Contax (Euro 3 million) in 1Q12. Adjusting for this effect, income attributable to non-controlling interests would have decreased to Euro
68 million in 9M 12, compared to Euro 83

14
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million in 9M11, reflecting a lower income attributable to non-controlling interests of Oi (Euro 24 million), as a result of the completion of its
corporate simplification in March 2012, partially offset by a higher income attributable to non-controlling interests of the African businesses
(Euro 5 million).

Net income amounted to Euro 189 million in 9M12 compared to Euro 301 million in 9M11. This decrease is mainly explained by: (1) the gain of
Euro 38 million recorded in 1Q11 related to the completion of the disposal of the investment in UOL, and (2) an increase in interest expenses
primarily related to the increase in average net debt in Oi and to Euro 51 million interest gain recorded in 1Q11 on the cash deposits in Brazilian
Reais that were used to pay the strategic investments in Oi and Contax on 28 March 2011.

Capex

Capex amounted to Euro 890 million in 9M12, equivalent to 17.9% of revenues and to an increase of Euro 186 million as compared to Euro 704
million in 9M11. This increase is primarily related to the impact of the proportional consolidation of Oi and Contax in 1Q12, partially offset by
the contribution of Dedic / GPTI in 1H11, as this business was fully consolidated up to 30 June 2011 and then integrated in Contax. Excluding
the impact of these changes in the consolidation perimeter, amounting to Euro 117 million, capex would have increased by 10.0% y.o.y to Euro
764 million in 9M12, as a result of: (1) higher capex from Oi (Euro 80 million), partially offset by the impact of the depreciation of the Brazilian
Real against the Euro, and (2) higher contribution from certain international operations, namely MTC (Euro 18 million), reflecting investments
in an African submarine cable and 4G network, and CVT (Euro 5 million). These effects were partially offset by a decrease in capex at the
Portuguese telecommunications businesses (Euro 30 million), which stood at Euro 370 million in 9M12.

Capex by business segment Euro million
9M12 9M11 y.0.y

Portugal 370.4 400.5 (7.5)%

Brazil ¢ Oi (1) 423.5 223.2 89.7%

Other 96.3 80.1 20.2%

Total capex 890.2 703.8 26.5%

Capex as % of revenues (%) 17.9 159 1.9pp

(1) Oi s capex excludes the acquisition of 4G licenses in 9M12 for a total amount of R$ 400 million, equivalent to Euro 42 million proportionally
consolidated by PT.

Capex from Portuguese telecommunications businesses decreased by 7.5% y.o.y to Euro 370 million in 9M12. Capex performance reflected the
strong investments made during the last years, namely in the 2008-2011 period, in the deployment of the FTTH network, in the modernisation of
the 2G network already 4G LTE-enabled, and in the reinforcement of 3G and 3.5G networks in terms of coverage and capacity, leading now to a
decrease in technology capex, notwithstanding the investments in the deployment of the 4G LTE network. 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. As from April 2012, PT has a 4G coverage of 80% and aims to increase it to 90% by the end of 2012.
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In 9M12, Oi s capex reached Euro 423 million (R$1,040 million) compared to Euro 223 million in 9M11. This increase reflects primarily the
effect of the proportional consolidation of Oi in 1Q12 (Euro 121 million), partially offset by the impact of the depreciation of the Brazilian Real
against the Euro (Euro 29 million). Adjusting for these effects, the contribution of Oi to PT s consolidated capex in 9M12 would have increased
by Euro 108 million compared to 9M11, mainly due to the investment in expanding broadband and 3G coverage in 9M12.
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In 9M 12, other capex increased to Euro 96 million compared to Euro 80 million in 9M11. This performance is primarily explained by: (1) the
impact of the proportional consolidation of Contax in 1Q12 (Euro 5 million), and (2) a higher capex at MTC (Euro 17 million), reflecting the
investments in the African submarine cable and in 4G deployment.

Cash Flow

Operating cash flow decreased to Euro 617 million in 9M12 from Euro 894 million in 9M11 as a result of a Euro 112 million decrease in
EBITDA minus Capex (Euro 67 million excluding Oi and Contax) and an increase of Euro 167 million in working capital investment (Euro 140
million excluding Oi and Contax, reflecting the one-off reduction in the payment cycle to certain suppliers undertaken in 4Q10, leading to a
lower investment in working capital in 2011). In 3Q12, both Portuguese telecommunications businesses and Oi registered a significant
improvement in working capital investments.

Free cash flow (1) Euro million
9M12 9M11 y.0.y
EBITDA minus Capex 838.6 950.3 (11.7)%
Non-cash items 94.4 93.6 0.9%
Change in working capital (316.5) (150.0) 111.0%
Operating cash flow 616.5 893.8 (31.0)%
Interests (339.4) (160.3) 111.7%
Net reimbursements (contributions) to pension funds (32.2) (20.4) 58.1%
Paym. to pre-retired, suspended employees and other (116.3) (128.2) 9.3)%
Income taxes (132.7) (119.5) 11.1%
Dividends received 57.4 147.0 (60.9)%
Net disposal (acquisition) of financial investments (2) 0.0 123.6 n.m.
Other cash movements (3) (317.1) (238.3) 33.0%
Free cash flow (263.7) 497.7 n.m.

(1) Free cash flow excludes the cash out-flow related to the investments in Oi and Contax (Euro 3,728 million in 1Q11).. (2) This caption
includes the disposal of the investment in UOL in 1Q11 for a total amount of Euro 155.5 million, partially offset by the acquisition of an
investment in Allus in 2Q11 for a total amount of Euro 44 million. (3) The increase in this caption reflects mainly the payments of certain legal
actions at Oi in 1Q12, partially offset by financial taxes incurred in 1Q11 related to the strategic investment in Oi.

Free cash flow amounted to negative Euro 264 million in 9M12 compared to Euro 498 million in 9M11 adjusted for the cash out-flow related to
the acquisition of PT s investment in Oi and Contax (Euro 3,728 million). This reduction is primarily explained by: (1) a lower operating cash
flow (Euro 277 million) as ref