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Important notice

This release contains forward-looking statements within the meaning of the U.S. Private Securities
Litigation Reform Act of 1995. Such forward-looking statements are not statements of historical facts,
and reflect goals of the company's management.

The words "anticipates," "believes," "estimates," "expects," "forecasts," "intends," "plans," "predicts,”
“projects" and "targets" and similar words are intended to identify these forward-looking statements,
which necessarily involve known and unknown risks and uncertainties. Accordingly, the results of
operations of the company to be achieved may be different from the company's current goals and the
reader should not place undue reliance on these forward-looking statements. Forward-looking
statements speak only as of the date they are made, and the company does not undertake any
obligation to update them in light of new information or future developments.
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Key highlights
Strong cash-flow expansion and diversified geographic exposure
PT

Financial highlights A% Pro-Forma
Euro million 1Q10(M 1Q11 y.0.y 0i®@
Operating revenues 907 871 -3.9%
% from international assets 12.7 16.4  +3.7pp 58.7
EBITDA 377 357 -5.2%
% from international assets 10.8 12.0 +1.2pp 47.4
EBITDA margin (Pct) 41.6 41.0 -0.5pp
Net Income 100 130 +29.3% Operating CF
Capex 163 122 -25.0% Euro million
EBITDA minus Capex 214 235 9.9% 315
Free cash flow -6.0 453.5 n.m.
Net debt® 4,880 5,429 11.2% 24
After-tax unfunded pension liability 1,122 706  -37.1% 1Q10 1Q11

@ Adjusted in order to recognise Vivo as a discontinued operation ~ @Assuming consolidation of 25.6% of Telemar and 42.0% of Contax in 1Q11 ®1Q11 is adjusted for the
Euro 2 billion instalment to be received from Telefénica
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Key highlights
["X'Y Meo continues to drive solid performance of fixed lines, broadband
NN and pay-TV customers

Operational highlights A% Pro-Forma
Thousand customers 1Q10 1Q11 y.0.y Qi@
Total customers 20,7024 21999 +6.3% 88,042
Wireline retail accesses (RGUS) 4,279 4578 +7.0%
Residential fixed lines net adds -1 6 n.m.

Pay-TV customers
Retail fixed broadband customers 901 1,019 +13.2% Thousands  —pa.1y

market share

Fixed broadband net adds 39 18 -53.1% +128%
Pay-TV customers 646 876  +35.6% 876
Pay-TV Net adds 65 46 -29.4% 384
TMN customers 7,264 7,414 +2.1%
TMN Net adds 11 -5 n.m. 1Q09 1Q10 10Q11
_ 16.5% || 24.9%|| 31.2%C
Data as a pct of service revenues (Pct) 23.3 26.9 +3.6pp

@ Adjusted in order to recognise Vivo business as a discontinued operation
(@Assuming PT and Oi's customers in 1Q11
®) PT’s estimate
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Shareholder Remuneration

Y'Y Solid and predictable dividend policy offering a yield in 2011 of 15.1%

PT

_iS aIreadY CENTULVIY  PT is offering a solid, predictable and credible
its commitments remuneration policy

1.575 I Exceptional DPS

[ | Ex-dividend date : 31 May T
1.300 Payment date: 3 June --

0.650 0.683 o717 0752
0.575 0.650 0.670 0.690 0.710
Paidin 5910 2011 2012* 2013 2014* 2015*

year...

D.|V|dend @
yield

* Intention to pay interim dividend based on PT’s financial performance
Note: The exceptional cash dividend and the remuneration package proposal are subject to market conditions, PT’s financial condition, applicable law regarding
the distribution of net income, including additional shareholder approvals, as applicable, and other factors considered relevant by the Board at the time

PORTUGAL TELECOM | May 2011



Agenda

1Q11 Key Highlights

Shareholder Remuneration

Quarter Review

Business Review

PORTUGAL TELECOM | May 2011



Quarter review - Portugal

o®

PT
customer growth

Residential segment with improved performance

Retail residential revenues

indexed

| ] |

1Q10 1Q11

Programming costs per customer

indexed

| | |

1Q10 1Q11

Residential revenues are improving whilst cost cutting measures and
scale are positively impacting EBITDA, notwithstanding continued

Significant improvement in wireline EBITDA, the best

performance in the last 18 quarters

EBITDA delta y.o.y
Euro million
0
13 -12 -10
-20
1Q10 2Q10 3Q10 40Q10 1Q11

Focus on cash flow expansion delivering results

EBITDA minus Capex Portugal

Euro million

29

—

1Q10 1Q11
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Quarter review - Portugal

Several opex reduction initiatives in place...

Cost cutting measures and continuous improvement initiatives
should provide sustainable savings

...already delivering on results

v Renegotiation of network maintenance
contracts

v Revision of remote diagnostic process and
introduction of new tools

v’ Introduction of new convergent self-care
platform

v Renegotiation of collection fees

v Introduction of new system and process
reengineering to increase efficiency in sales
support

v’ Car pooling for sales force and technicians

o

v Scale on TV leading to lower programming
costs per customer

v Fibre superior QoS and experience leading to
lower customer support costs

Wireline opex exclud. D&A

268

Euro million

300

1010 1011

Mobile opex exclud. D&A
Euro million

G2 —

159

1Q10 1Q11
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Quarter review - Wireline
Following the launch of the fibre offer, KPI’'s continue solid

underpinned by Meo commercial success

Robust KPI performance... ...driving solid gains in market shares
Pay-TV customers Pay-TV market share
Net adds Percentage 100 100 100
46 PT
Other
Cable
1Q09 1Q11 Operator
Broadband customers
Net adds
1Q09 1Q10 1Q11*
18
Broadband market share
Percentage
1Q09 1011 100 100 100
PSTN/ISDN lines PT
Net adds
Other\
Cable
Operator

1Q09 1Q10 1Q11*
According to Anacom 4Q10 was the 11t

Pay-TV customer growth underpinning take up of

broadband and robust performance of fixed lines SIEEEIE quarti'f;.? LT IENE R

* PT estimates based on companies reports
PORTUGAL TELECOM | May 2011
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Quarter review - Wireline
E. Top line performance impacted by adverse trading conditions and
AN directories

Wireline operating revenues D Including retall
Euro million
1Q10 '_ 488
Wholesale 10 Lower retail market share of alternative carriers
Data & 10 Focus on cost cutting by corporate and public
Corporate administration
Directories + Directories reflecting secular trend (- Euro 6 million) and
Other 6|9 . .
lower sales of telecom equipment (- Euro 4 million)
revenues
_ Z Regulated declines in MTRs reducing fixed-to-mobile
Regulation N retail revenues
Retail . .
ludi - Solid customer performance and market share gains in the
exc UFIZnI\g/IJ | residential segment offsetting slow down of enterprise
—
1Q11 '. 456
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Quarter review - Wireline

Y Cost cutting measures and scale on fibre and TV allowing for
N significant improvement in EBITDA trends, against a backdrop of solid
customer growth

Programming cost per customer Opex excluding D&A
Indexed Euro million
300 268
1Q10 1Q11
EBITDA delta y.o.y Arevenues = -Euro 32m
1Q10 1011 Euro million [ AE;eruA = Eurgro J
(97.7%) I
| Q7.7%) 1
Commercial costs and support services 0
Indexed B 1010 o
Bl 1Qu 13 2
-20
-19.8% -18.4% EBITDA minus Capex delta y.o.y
Euro million

+ Euro 61 million

Commercial Support -31
costs services 1010 2010 3Q10 4Q10 1011
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Quarter review - TMN

Y

PT

1Q11 impacted by trading conditions and popularity of tribal tariff
plans, although recent tariff restructuring is bringing benefits

Moche and “e” customers evolution
Thousand

“oche

Without
monthly fee

With monthly

fee
1010 2Q10 3Q10 4Q10  1Q11
ARPU Impact* [ 1010
Euro M 1011

< *fhoche

Data as a % of service revenues

%
26.9
25.0 25.2 047
23.3
1Q10 20Q10 3Q10 40Q10 1Q11
Customer revenue growth
%.y.0.y
-2.0
-4.5
-8.4
8 -10.2 -9.7
1Q10 2Q10 3Q10 4Q10 1Q11

* ARPU of existing customers of Moche without monthly fee, with more than 12 months regardless of previous tariff; ARPU accretion of existing “e” customers,

with more than 12 months, corrected by current PPS trend
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13




Quarter review - TMN

Y') TMN continues to deliver on cost cutting, driving solid margins

EBITDA
Euro million

1Q10 164

Impact of
service
revenue 28
decline

in EBITDA*

Additional
cost cutting 8
in the quarter

1011 144

Opex excluding D&A evolution

Euro million -z

200 182

1Q09
EBITDA margin
%

1Q10

(+1.7pp>

47

46

159

1Q11

1Q09 1Q10

1Q11

* Delta of net service revenues; net service revenues = service revenues — direct costs
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Quarter review - International
International operations continue to show healthy trends

Kwanza

Euro million
Revenues Consolidated(") Proportional®

> Positive evolution of consolidated revenues

Dedic/GPTI (Brazil, up 44.6% y.0.y) 115 129

> Revenue growth in proportional terms also
shows good positive trend. Excluding Kwanza
devaluation at Unitel Angola, proportional revenues
grew 27.5% y.o.y

1Q10 1Q11 1Q10 1Q11
EBITDA

growth y.0.y mainly impacted by the positive 41 43 o1 53

contribution of MTC (+10.6% y.0.y), and Timor
Telecom (+20.7% y.0.y)

> Proportional EBITDA up 4.1% y.o.y. Excluding
Kwanza devaluation, proportional EBITDA would
have grown 5.2% y.o.y

1Q10 1011 1011
Equity income @ 1
32
> Unitel and CTM’s equity income up 27.9% y.o.y j—l
1Q10 1011

(1) Consolidated companies: MTC, CVT, CST, Directel companies, PT Brasil, Dedic/GPTI, Timor Telecom, PT Ventures, Africatel Holding, PT Mdveis, PT Il, PT Participacdes and
Bratel BV

(2) Porportional Revenues and EBITDA calculated by applying the direct equity stake of PT or via Africatel, where PT holds a 75% stake

(3) Equity investment (Unitel and CTM)

contribution by international assets namely MTC o
(Namibia, up13.6% y.o.y in Euro) and also @ 143 3 27:5%

0,
> Consolidated EBITDA with a sustainable @ 5.2%

Proforma Angolan

PORTUGAL TELECOM | May 2011
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Quarter review - Consolidated
Y'Y Cost cutting mitigating revenue impacts and leading to stability in
wireline’s EBITDA, the best performance in the last 18 quarters

Revenue performance driven by Revenue impacts mitigated by Net income reflecting lower financial
competition in mobile and adverse strong focus on cost cutting, expenses and sale of equity interest
trading conditions leading to stable wireline EBITDA in UOL
Revenues EBITDA Net income
Euro million Euro million Euro million

907 377 130

357

Wireline 488

D

871
H Wireline

@ TMN 164 @
TMN 346 303 1ad
over | v | g |Oter _NPTEN NPT

1Q10 1Q11 1Q10 1Q11

1Q10 1011
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Quarter review - Consolidated
Y'Y Cash-flow robustness reflects strong discipline

Working capital improvement,

Lower capex against a backdrop of EBITDA minus capex growth as a . ) .
strategic fibre rollout already result of the focus on cash-flow :3:;?1‘2':."5% rZ:gtcl,'nfc: n‘?g:‘;’jhsow 4Q10,
covering 1 million homes generation generation
Capex EBITDA minus Capex Operating FCF
Euro million @ Euro million Euro million

163

235

+ Euro 291 million

315

214

Wireline 76
Wireline

TMN 141 125

TMN
Other—

24

Other
1Q10 1Q11 1Q10 1011 1Q10 1Q11
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Quarter review - Consolidated

out

Lower capex due to investments already carried
out in FTTH and 3G in 2009 and 2010

Consolidated CAPEX and CAPEX to sales
Euro million

163

Lower capex intensity reflects strategic investments already carried

Lower wireline capex following significant rollout

of FTTH and higher efficiency in customer
investments
Wireline CAPEX and CAPEX to sales

Euro million
23.0% QEIED
112 18.1%
Other 82
Customer 59 44
1Q10 1Q11

1Q10 1Q11

3G and 3.5G investments undertaken in 2008 and

2009 ensure wide coverage and quality of service

TMN CAPEX and CAPEX to sales

Euro million
23 19.3%>

19

1Q10 1Q11

PORTUGAL TELECOM | May 2011
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Quarter review - Consolidated

PT

Net Debt
Euro Million

2010
reported

FCF

Other

1Q11

Oi’s acquisition

Oi’s debt
consolidation

1Q11 reported

Receivable
from Telefénica

Pro forma

—

453

1

2

— h
3,728
—

["Y) Solid balance sheet structure and financial flexibility

2,053

2,000

i -

________

________

________

________

________

* Excluding impact of interest on cash deposits in BRL related to the investment in Oi
** Net debt adjusted for TEF receivable and EBITDA adjusted in order to recognise the proportional contribution of Oi and Contax ( pro forma LTM)

2.1x net debt/EBITDA post
Oi and pension transaction

Cost of funding of 3.6*%

Solid funding position in
Portugal, resulting from very
conservative financial
management

Receivable of Euro 2bn from
Telefonica still pending

PORTUGAL TELECOM | May 2011
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Quarter review - Consolidated

Y

PT record

Recent issuance of Euro 1,800 million underlines PT’s solid track

Recent bond issue of Euro 600 million done at Internationally diversified credit line of Euro 1.2
attractive levels billion

Spread of recent bond issue
Basis points. Jan 2011

Other issuers

Fully committed credit line
Euro million. Mar/Apr 2011

Bank ofimerica
=

150 150

9 HSBC /fy )
A
citigroup. ‘H:’ 9;4
B 4 B
ANCO DO BRASIL
PT 7'_9’
4 BNP PARIBAS # BARCLAYS
- 1 CAPITAL

v/ Attractive funding cost
v~ Enhanced financial capacity
v~ Strong international diversification

PORTUGAL TELECOM | May 2011
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Quarter review - Consolidated

with an attractive cost of debt

Debt profile*
Euro million. 31 Mar 2011

TEF Underwritten CP Cash available at
receivable + standby lines the holding level

2.000 1.890 2.705 6.595

2011
2012 2.008
2013 l1.161

2014 m
2015-25 2.874

Average cost of debt
%. 31 Mar 2011

PT*

Sector

Maturity

5.6

Years. 31 Mar 2011

PT*

PT*+ TEF
Receivable

Sector**

5.4

7.3

7.3

* Excluding Oi debt and excluding impact of interest on cash deposits in BRL related to the investment in Oi

** Values as at 31 March 2011, excluding FT which is as at 31 December 2010
Source: Company data; BofAML

Y'Y Maturities and commitments completely financed until the end of 2013

PORTUGAL TELECOM | May 2011
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Business review
Business strategy underpinned by innovation and best-in-class
operational execution

Portugal: distinctive offer for each segment International: scale and growth opportunities

Residential | |Personal SMEs/SOHO| (Corporate Brazil Africa RoWwW

* TV * Mobile data | |* Conver- * IT/IS * Data * Opportu- * Service

S experience | |* Conver- gent * Virtuali- 1| growth nistic M&A penetra- !
btrategy * 3-screen gence solutions sation * Conver- * Consoli- tion
y * SaaS 1| gence dation - |
geography )0
g 5 |

: e - i ! N

Innovation & Execution

¢ Structured approach

* Customer Care :? bluestore

Global

mindset

PORTUGAL TELECOM | May 2011 23



Business review — Technology

The increased need of bandwidth...

PT’s investment in FTTH is a key distinctive factor as demand for high
and symmetric bandwidth becomes real

...is already being noticed on data consumption

Bandwidth needed I bownload [ Upload
Mbps

100

30 -

25 A

20 A

15 -

10 A

-10 A

-15 -
Multiplayer Tele HDTV Tele
games medicine and presence
file applications
sharing

Remote 3D TV

video

World data traffic

EB/year
767 45.7
245
2.8
2010 2014E 2010 2014E

Fixed accesses Mobile accesses

Data traffic in PT’s network

PBlyear
109 9.8
7.2
37
42
2008 2009 2010 2008 2009 2010

Fixed accesses Mobile accesses

Source: Cisco VNI Mobile 2011 and Cisco VNI 2010; company data
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Business review — Technology

PT is driving FTTH rollout in Portugal...

'Y ¥ High-end infrastructure in antecipation of market needs

... and also LTE

Homes passed with FTTH/B in Portugal

Thousands
@D Portugal position in EU

ranking of homes passed
in Europe

2,159*

2009 2010 2011E

* Assumes only additional passed homes for PT, i.e. 600 thousand more until the end of 2011

* TMN was the first to trial 4G ﬂ
in Portugal and is already
doing live tests in Cascais
and Braga

* ~85% (~3,300) of mobile
stations already connected
with fibre

* Modernisation of all 2G
network

* National hot-spot network
(~1.600) to off-load data
traffic from the mobile network

L

WifFi PT

MELHOR Best 3G network with speeds up

to 21.6mbps

** FTTH council Europe awarded the Innovation award of “Deployment and Operation of FTTH Networks” to PT.
Note: Double-counting may exist in number of passed homes when served by more than one operator; Only countries with more than 2 million households were considered

Source: FTTH Council; Yankee Group; INE (total number of homes in Portugal of 5.7 million)

PORTUGAL TELECOM | May 2011
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Business review - Residential
Y)Y Strong usage of Meo features underlines the importance of having a
Al differentiated and innovative customer proposition

) . ' o >120 channels w/ exclusive content
Multiscreen Innovative

(TV, PC, Mobile) differentiated: * HD and 3D channels
e . content ! . Thousands of VoD titles

* Video-on-Demand on multiple
screens. TV and PC

* Interactivity over anchor programs _On-demand
(idolos, Secret Story, Biggest Loser) [AASCCERVEUILED

* Live TV channels on multiple | :----------------3 Multiole wid in Ao S
screens — TV, PC and mobile | i ultiple widgets in App Store

Advanced | _ Entertainment (e.g., surf app,
' customised | football app) 4 - 5 m n

* Remote TV control . apps : — Convenience (e.g., news,
(VoD + PVR) . l pharmacy) Accesses
oo — Personal (e.g., online photo to Meo
Mmeofotos  Storage) interactive

¢ Games and Music-on-
demand on TV, PC and

mobile AR ¢ Multiroom DVR with~ 300 hours

capacity, remote and automatic

__________________

' Interactive | . )
- gf' ' Functiona. |  Series recording ""‘65 1111
3 lities i * Pause and restart TV
momTTTmTTTees * Interactive functionalities (e.g., Hours
. l l C vuvuzelas off during football recorded

matches)
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Business review - Residential
YY) Continuous innovation and fibre superior experience have been
SNl driving customer usage and satisfaction

Meo maintaing a continuous innovation pipeline Customers recognise fibre superior offer

= Description Popularity
=|
. Repairs Meo ADSL vs. Meo fibre
Oct 2010 :
o SECRET Secret story >10mn Average number of repairs. 2011

STORY interactive visits

Nov 2010 .—|
(Il MEeO jogosc vaming-
— on-demand ZOmIday

700k

May 2011 ° L
Biggest looser visits in only
interactive two weeks

1Q10 1Q11

&

_ . | — —
Nov 2010 o Avgtime played ADSL T
® _box_ Music-on- per customer
STANE demand L
Minimum observed to contracted speed*
Dec 2010 % o6
® ‘meo Meo remote | 1 6'6 mn 58
application e@—
! played songs
Feb 2011
Cl MEO ONLINE K Cable FTTH
TV channels Y S CTTTTTTTTTTTTTTTTTTs
— 55k ' ... is driving customer satisfaction :
downloads ieeileeilinieiel il ettt '
Feb 2011 Meo ADSL and Meo fibre churn rate
o VoD prepaid o
card 0

* Exame Informéatica magazine (Feb 2011)

PORTUGAL TELECOM | May 2011 27



Business review - Residential

Solid and continued customer growth...

[ 11010
B 1011

g1g (+36%

Residential customers

Thousand
1,679

""" 715

g31 (+16%

1,661

Fixed lines

Fixed BB Pay-TV

... coupled with a more rational competitive environment
leading to ARPU expansion...

Retail residential ARPU
Euro

(3.4%)

27.6

1Q10 1Q11

Y'Y Solid customer growth and more rational competitive environment
resulted in accelerated top line growth

... and boosting revenue growth

Residential retail revenue growth
Percentage

5.4

2010 1Q11

PORTUGAL TELECOM | May 2011
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Business review - Personal

PT

Restructuring tariffs enhanced value propostion...

r.. TMN launched new tariff plans enhancing its value proposition

... and customers are perceiving it

Kids

all net Unlimited

tmn unlimited

“e” tariff plan, an unlimited
voice and data prepaid plan

Price :10-25€

TMN Kkids tariff plan targeted
to the under 15 segment

Price: 5€

Post paid plan with unlimited
voice calls for all national
operators

Post paid plan with unlimited
on-net voice calls and a
plafond of minutes for all
other national operators

Internet plan included

Price:15-100€

Source:Pitag6rica

Service attributes (best pricing)

%

Dec 10

Mar 11

Unlimited and “e” tariff plans customers

indexed

B 4Q10

Unlimited 'e

PORTUGAL TELECOM | May 2011
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Business review - Personal

r. Y TMN launched new initiatives and handsets targeted at the youth
AN segment

...are improving brand perception and

New initiatives targeting the youth segment... consequently market share

Service attributes (best smartphone offering) in
the youth segment *

= . %
* Own label terminal
leveraging on Sapo portal

* Radio SW TMN, own label
radio station leveraging on
a well-known summer Feb 11 Mar 11
festival sponsored by Market share in the youth segment*

» Xperia Play, the playstation
smartphone based on android
OS - exclusive for PT

Nov 11 Mar 11

*15-24 years old
Source:Pitagorica; Marktest
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Business review — Personal
' Y) Lower prices and more apps and services are driving smartphone
NN penetration, which should be a catalyst for future growth

First mass market smartphone
in Portugal allowing for a 50%
price reduction

Smartphone prices
Euro

Personal segment
Customers with smartphones
Indexed

500 ———— | HTC = E ﬂ (236%)
!

QTEK QTEK Dual Touch 1—49—

400 | s100 S200

300 | @ l B|ue||oe|t sk :

200 r
7 Million customers
0 1 1 1 1 1 ]

2005 2006 2007 2008 2009 2010 2011

New apps for smartphones

news PT services Utilities netsv;):riz:ng
uqam | - €72
i DR R P
i N oo, 5
m B .& S 1Q10 1Q11

Leveraging Sapo as an internal technology

partner to develop apps for smartphones
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Business review — SME/SOHO

PT

Upward trend in line losses for 2 years

Fixed line net adds in SME
Thousands

1Q09 3Q09 1Q10 3Q10 1Q11

Y)Y Consolidation of SME segment performance in fixed and mobile

‘ Net adds as % of customers

Significant consolidation in 2010

Net adds RGUs (voice, ADSL and TV)
+2,781

Net adds (SIM cards)

+11,460

B DI

-15,720
15%2 @D
1Q10 1Q11

|| Key initiatives |

¢ Transformation of the internal and external sales channels — from
single to convergent sales specialists
— Know-how improvement through training programs and cross-
platform rotation
\— Incentive systems focused on fixed-mobile convergence

\

* Increased SME offer competitiveness
— Structural adjustment to the fixed and mobile tariff plans
— Launch of below-the-line targeted promotional campaigns
* Increased focus on quality of service
— Reduction of the average claim processing time
— Improvement of average installation times /

PORTUGAL TELECOM | May 2011



Business review — SME/SOHO

PT

Comprehensive stimulation initiatives across channels...

E. Renewed focus on commercial effectiveness for sustained growth in
2011

... driving commercial traction

Account

Managers

Dealers

Field Force

Specific initiatives

* Review of commercial structure with increased
focus on acquisition of top SME/SOHO by senior
Account Managers

* Review of account planning practices (weekly
and quarterly action plan)

e Cooperation with shortlist of most relevant
dealers to set-up local sales stimulation
programs (focusing on market share and new
clients)

* Review of dealer incentive scheme focused on
acquisitions and cross-sell

* Re-staffing of external Service Providers
* Introduction of new tool for sales lead management

* Consolidation of service-to-sales effectiveness
* Optimisation of campaign mix and capacity to
improve sales closure on-line

* Cross-pollination of shop assistants with internal
sales field force

e Optimisation of in-store communication/
marketing focusing on the SME/SOHO brand and
on the advantages of specialised costumer service
(ensured through a dedicated sales specialist)

Cross-channel
initiatives

* Setup of targeted

channel-specific
promotional
offers focusing on
convergence
(F-M) and
customer
acquisition

Setup of daily
performance
dialogues
supported by a
restructure
incentive scheme

Commercial contacts
Indexed

ull

Jan 11 Mar 11

New convergent customers

ST

Indexed

Jan 11 Mar 11

PORTUGAL TELECOM
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Business review — SME/SOHO

segment

Restaurants &
Coffee-Shops

z/ﬂﬂl ceBox
\ 4
Retail

¥ offices
B oo Sk
Healthcare

Wireless voice & data

Smartphones E

& Tablets

* Convergent voice & data offers,

* Integrated ICT offer with

¢ Unlimited wireless voice &

with access to subsidised
equipment (PCs, PBX) and per
workstation pricing

everything needed to run the

business (specialised software,

internet, phone line, computer,

TV)

— Medical & Admin
Management (e.g., remote
access to patient
information)

— Restaurant and coffees
(e.g., queue management)

— Retail shops (e.g., stock
management)

data flat fees promoted as a
“deskless” workstation

Future-proof offer roadmap to strengthen leadership position in the

Cloud computing enabling streamlining of SME
investments

PT superior value proposition 1:

!
1
| I gl b g e g

. Extens_lve portfolio of cloud solutlo_ns licrosoft
leveraging local and global partnerships | |
1A AERRAY

— laaS: full-range offer
CISCO

— SaaS: complete range with core offer +
long-tail application range

* Adaptable, scalable and highly reliable
service platform based on PT expertise, il
investment in a secured multi-tenant s s .
infrastructure and in a next generation g
fibre network S

* Dedicated web-portal allowing self-service and
demonstration of services (client access and sales-
force support)

* Dedicated call center pool for customer care and
specialist 2" line support to sales force

* Partnership with Value-Added-Resellers
leveraging SaaS eco-system

PORTUGAL TELECOM | May 2011
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Business review — Corporate

o0

PT

Consolidate IT by leveraging cloud computing

e Strategic partnerships (e.g., Cisco)
* Focus on laaS (servers and desktops)

* Push security as a service

NI
cisco X

* Focus on BPO and outsourcing
to improve productivity and
lower costs

* Business consulting approach

* Introduce collaboration and
unified communication solutions

@

Address customers’ business needs

Corporate

value
proposition

Create new revenue streams

e M2M as a new line of business

e Extend service to multi-screen
(smartphones, tablets, notebooks)

* Leverage FTTH to offer VPN
accesses

* Consolidate F-M portfolio
¢ Push for video services

Increase share-of-wallet on LAN
management

Maximise value from traditional business

Consolidate existing lines of business in the corporate segment while
pushing for new machine-to-machine and cloud based services
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Business review — Corporate

Increasing weight of IT/IS on total revenues

IT/IS & Outsourcing & Managed Services as % of
corporate revenues

%

1Q09

Creation of new mobile revenue drivers

Smartphone corporate penetration

1Q11

1Q09

1Q11

Focused strategy already delivering on results

Creation of new M2M offer

Smart metering Equipment management

* Real-time * Remote diagnosis of
consumption machine failure
measurements

* Pull model refilling
¢ |nstant failure
communication

Maintenance of traditional services

FTTH corporate growth

Accesses

1Q09

1Q11
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Business review — SME/SOHO and Corporate
PT is leveraging technological know-how and infrastructure to
strengthen its ICT offering and innovation leadership

B_lggest_ data centre in Portugal with competitive Advanced energy management technology
dimension across Europe

Data centres size in Portugal*

Thousand sgm Utilisation of
Installed New renewable energy Free cooling system
capacity data centre SOUICES
_ **
>0 2040 SLUEELL Energy efficienc
monitoring 9y y
Player 2 3.0
Player 3 2:5 Energy efficiency Energy consumption
PUE***
Player 4 2.5 B 2.1
1.2 1.2
Player 5 2.0 l
Other 4.5 -—
Portugal Best New PT's Existing New PT’s
current  worldwide data centre Data centres data centre

average practices

* Server areas only i.e. Excludes technical and office areas
** Depends on relocation of already installed capacity
*** Power Usage Effectiveness”: Total energy consumed by actual energy spend in the equipment
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Business review — Brazil

Wide and strong presence in Brazil...

Y ) Oihas a significant opportunity as an integrated telco, but
competitive dynamics are challenging

[1Ranking
& market shares

Wireline customers

Million. 1Q11
r 12.6 [1st]
| - 7.1 [dst]

i .‘~ ll Regiéo 11 N

'"‘ Total |19.7

Fixed broadband
customers
Million. 1Q11

= 25 [dst]
2.0 [1st]

Mobile customers

Wireline customer

growth
* Wireline: secular %.y.0.y
trend penalising
line loss
Fixed BB: -3.4
improved trend -46 .48

Mobile: more
exposed to prepaid

*Estimated
Source: Teleco; Companies reports; Anatel

Fixed broadband
customer growth
%. y.0.y

8.3
5.9 5.8

Million. 1Q11
r 25.4 (3] |
8.2
79
|41.5E

Mobile customers
Million
B 1010

I 1011 i
31.336.1

5.3 5.3

;

Prepaid Post paid
20.9%
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Business review — Brazil
Y'Y Oi’s financials reflect challenging market dynamics, although
improved financial position should allow higher commercial flexibility

Consolidated net revenue EBITDA and EBITDA margin
Billion BRL Million BRL.%
B wireless @
7,463 7,298 6,933 2,537

2275

1,985

1Q10 4Q10 1011 1Q10 40Q10 1011
Net debt /F
Million BRL (32.3% r—————
. -23.1%
(24217
21,270 18,711 |
5955 14,390
i C1,6347
Mar 10 Dec 10 Capital Other Mar 11

pTTToms I e ! increase FoTTTs '
Netdebtto) . 5, | | gy ! | 1.5x
EBITDA L A | A

Source: Oi's 1Q11 press release and presentation
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Business review — Brazil

PT

Lower unemployment and income growth and
redistribution...

[Y) Brazil continues to offer significant growth opportunities

... should improve growth opportunities

Active population
% unemployment

12,3
9.9 9,3
8,1 65
2003 2005 2007 2009 2011E

Inhabitants per social class
Million
100%= 171.3 194.4

Population delta

D+E (35%)

D+E (56%)

C (49%)
C (36%)

A+B (16%)

2000 2009

Fixed broadband
penetration in Brazil
% of total homes

Pay-TV penetration in Brazil
% of total homes

29

2010 2015 2010 2015

Mobile voice penetration
% population

Email on mobile penetration
in Brazil
0 .
155 Y population
133 34

G2

Brazil Brazil Portugal Brazil Brazil Portugal
2010 2015 2010 2010 2015 2010*

50 million new customers in one decade

« 30 million are no longer poor
« Demographic growth added other 20 million

* 3G services users excluding connection trough dongle/modem

Note: Monthly average for social class: A and B (R$4.591+), C (R$1.064-4.591), D (R$768-1.064) and E (R$0-768)

Source: National regulators; Pyramid; IBGE, Bacen e Cetelem (2009)
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Business review — Brazil
Y)Y PT’s solid track record to strengthen further Oi’s competitive
AN position

Next generation networks “ Mobile data
* Leadership in speed and FTTH * Mobile broadband penetration of 16%
penetration of population (second place in a

European ranking)

° LTE live trials * Leadership in the smartphone

offering
* Turnaround of secular wireline
trends  Convergent offers of IT/IS
* Experienced and innovative pay-TV * Cloud solutions for SMEs and
offering Corporates

Wireline business turnaround | Convergent enterprise offers
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Business review — Brazil

Current simplified Oi shareholder structure

Y'Y Simplification of Oi’s corporate structure follows completion of
strategic partnership between PT and Oi

() Listed companies

Pro forma simplified Oi shareholder structure

Controlling shareholders

Economic stake in

, 35% 35%
g v ;
| AG Tel LF Tel FASS !
! 0, () 1
b 124% 19.4% 19.4% 11.5% :
o =
! BNDES Previ Funcef Petros :
| 13.1% 9.7% 7.5% 7.5% :
\\ \_
\l/ 100%
Telemar Participagoes
(TmarPart) 25_6%
22.2%
o, ( )
10.5% Tele Norte Leste TmarPart
Participacoes (TNL)
J
v 70.5%
( N\
9.4% Telemar Norte Leste
> (TMAR)
49%

-

Brasil Telecom (BRT)

~

_J

Economic stake in
TMAR

_______________________________

Telemar Participagoes
(TmarPart)

- J

\ At least ‘50+1°% of ONs
)\

Oi (former BRT)

(. J

Two classes of shares, ON and PN, both
listed on Bovespa and NYSE (ADRS)

Key principles of corporate restructuring
* TmarPart to retain control

* Whole structure to be simplified in a single
transaction

* Independent committees to be established at each
level to recommend on exchange ratios
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Business review — Africa and other

PT

r.. Marketing campaigns aimed at increasing penetration and boosting
usage

Angola
(Unitel)

SNTEL

Namibia
(MTC)

Cape Verde
(CVT)

= CVTelecom

Sao Tomé
(CST)

I‘\

Y

‘ == CST
|

Free onnet 10
minutes for each 2
minutes charged

Happy Hour special
promotion on Netman
broadband offer

Recharges promotions
with money offer
multiple draws

Corporate brand and
point-of-sale revamp
with multiple

celebration specials

Campaigns launch to
increase data and
mobile internet usage

BlackBerry smartphones
packages to prepaid and
postpaid segments

Keyboard handset special
and free SMS offer to
increase Data/SMS usage
and revenue

Maintenance on promotion
based on airtime bonuses
for the main top-ups

VAIS ANDAR
500ME MAIS
CARREGADD ~

Specific data
roaming promotions

Aweh flat rate price ,
plan with free calls and
sms to all networks

TV channels bundle
offer to increase
market penetration

Prepaid handset
specials to increase
customer retention

Timor
(TT)

timor telecom

Macau
(CTM)

CTM !\}

Electronic top-ups
promotions with free
airtime as well as SMS
campaigns

Japan destination price
reduction up to 85% to
support Japan disaster

Sapo Internet portal and
prepaid mobile internet
commercial consolidation

Introduction of new top-up
activation offers to simulate
the prepaid market

500,000 customer
celebration with
various offers and
campaigns

Continued to push
mobile broadband
growth by launching a
series of new plans
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For further information:
Nuno Vieira

Investor Relations Director
+351 21 500 1701
nuno.t.vieira@telecom.pt
www.telecom.pt




