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Methodological notes

The presentation of this report obeys the following criteria:

Global Reporting Initiative
Portugal Telecom’s enterprise sustainability report is elabora-
ted in accordance with the directives from the Global
Reporting Initiative, G3, A+ level. The index referring to the
GRI indicators is at the end of this report and identifies the
fulfilment of the level B requirements relative to profile and
performance indicators, including also the telecommunica-
tions sector indicators.

Period of the published information
This report contains data pertaining to PT’s profile throug-
hout 2007. PT publishes the enterprise sustainability report
yearly together with the Consolidated Annual Report.

Scope of the report
The information available pertains to the activities of Portugal
Telecom Group in Portugal where the Group has a participa-
tion of over 50%.

Structure and information published
The structure and information published in this report repre-
sent PT’s commitment to transparency and sharing policy to
the stakeholders, evidencing the targets achieved and the poli-
cies adopted in order to guarantee the long term business sus-
tainability. This way, PT aims to respond to the issues raised
by the market, especially the financial community (investors
and analysts) both at national and international level. The
identification of the material issues of PT’s sustained mana-
gement, integrated in this report, was done according to the
analysis of the information received from our stakeholders,
through the adequate communication channels.

Auditing and truthfulness of the presented data
This report is subject to a verification process of all the infor-
mation contained therein, aligned with the GRI directives in
what pertains to the credibility and quality of the contents and
the guidance of the auditing by an external independent entity.

Changes occurring within the Group
During the 2007 exercise, themain change was PTMultimedia’s
spin-off, which was concluded on 7th November.

Criteria used in the presentation of the economic,
social and environmental data
The data presented is based on the information systems of
the Group and are based on the International Financial
Reporting Standards – IFRS, the fiscal system, the labour and
environment legislation and the principles of behaviour adop-
ted by the Group as well as GRI’s guidelines.

Suggestions for improvement
This report incorporates the suggestions for improvement,
which are transmitted through the channel open for this
purpose on www.telecom.pt
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The telecommunications sector has been
one of the main drivers of development
and transformation in the relationship
among people in recent decades. It is an
area that is undergoing a deep and fast
change all over the world. Equipment,
information technologies, network,
platform and service convergence are
at the root of this unstoppable evolution.

Dear readers,

The telecommunications sector has been one of the
main drivers of development and transformation in the
relationship among people in recent decades. It is an area
that is undergoing a deep and fast change all over the world.
Equipment, information technologies, network, platform
and service convergence are at the root of this unstoppable
evolution.

Apart from these changes, last year in Portugal, there was
a strong market animation as a result of the outcome of
the Public Tender Offer made in 2006 to Portugal Telecom –
rejected by the shareholders – and PT Multimedia’s spin
off that reinforced the competition in the country.

The dynamism of this situation was felt in PT as an enticing
challenge and an enormous responsibility. It was a year of
intense activity, where we were committed to renewing and
strengthening the confidence of our shareholders, customers,
suppliers, employees and the community at large.

The concept of corporate social responsibility of companies
has also been leveraged during this year, with a growing
number of investors concerned with the integrity and
sustainability of the businesses they are involved with.
Besides, currently the main stock markets worldwide
have companies that are quoted in sustainability and/or
corporative social responsibility indexes, and the behaviour
of these indexes has been arousing the interest of many
analysts and researchers.

During 2007, corporate social responsibility was regarded
within PT with a strengthened feeling as it was necessary
to prepare the reorganization of the Group not only by
anticipating the impact of the fast evolutions of the
telecommunications sector, but also, in the case of the
domestic market, by anticipating a stronger competition
scenario as a result of PT Multimedia’s separation from
PT Group’s businesses.

Portugal Telecom | Sustainability Report 2007
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Chairman of the Board of Directors
and chief executive officer



The networks, both fixed and mobile, have benefited from
new investments in order to ensure a larger bandwidth
capable of supporting the new television service – IPTV –
with quality and to extend the 3G/3.5G network coverage.
The fixed-mobile convergence services have also been on
our agenda, and we have increased our offer to the market
in this area.

Customer care and retention programs have also been of
prime concern with the preparation of new management
and relationship platforms, more suitable to the current
market expectations and requirements. Next year, every
PT employee will be able to reply to customers’ issues in
a fast and direct way.

Being aware that innovation and the area of Research and
Development have been essential for business growth,
PT has remained proactive at some international organisms
with whom it continues to establish partnerships and develop
work that enables it to be always aligned at the forefront
of the most suitable solutions for its business efficiency.

Climate changes and their foreseeable consequences have
been on the agenda of international concerns and PT’s
management.has shown major commitment and interest
in this area.

In recent years, the company’s environmental management
has focussed upon the preparation and certification of
information systems, rationalizing consumption and
appropriate forwarding of the waste produced in the scope
of its activity. However, business increase and its respective
support equipment have kept us from meeting the goals that
we have stipulated in terms of carbon dioxide emissions.

Therefore, in 2007, we began preparing an energy
efficiency strategy adapted to the characteristics of the
Group’s technical and administrative buildings. Lighting
equipment – green light – and air conditioning – based on
cogeneration – will be part of the first step of PT’s energy
strategy, considering the high levels of efficiency that
came out of the tests carried out throughout the year.

The information and knowledge society continues to be one
of our top management priorities and therefore, throughout
the year we established new protocols that encouraged the
acquisition of computer equipment with broadband access
in exceptional commercial conditions – e-Escola (e-School) –
and we participated in programs of promotion of computer
and technological literacy – knowledge workshops.

The reorganization of the company, taking into consideration
its future sustainability, meant a headcount reduction that
was carried out by mutual agreement with each employee,
and in accordance with the organisms that represent them.

We have also been active in issues of human rights and
more specifically of hygiene, health and safety at work.
The certification processes of the Group’s management
systems in accordance with OHSAS 18001 were concluded
and we have added this issue to supplier selection and
contracting processes.

Therefore, we have been mobilized by a range of issues
that we consider fundamental to guarantee the mid and
long term sustainability of the company’s businesses and
consequently being able to keep meeting the expectations
of our shareholders, customers, employees, suppliers
and society at large.

The confidence that we have in the future depends on
the opinions and suggestions of those we interact with
and the commitments that we assume together.

Therefore I would like to express my gratitude to all those
that have worked together in building this path and share
the achievements of this year by publishing this report.
It has been drawn up in accordance with the guidelines of
the Global Reporting Initiative, presenting a balanced profile
of the economic, social and environmental performance of
this organization.
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Creating long-term value



Brazil
Vivo
Mobile
UOL
ISP, Internet contents
Mobitel
Call centre services

Hungary
Hungaro Digitel HD
VSAT operation

São Tomé and Príncipe
CST
Wireline, mobile
Internet and data
Guinea-Bissau
Guiné Telecom
Wireline
Guinetel
Mobile
Cape Verde Islands
CVT
Wireline, mobile
Internet and data
Directel Cabo Verde
Directories
Morocco
Médi Télécom
Mobile

Kenya
Kenya Postel
Directories
Directories
Mozambique
LTM
Directories
Teledata
ISP and data
Angola
Unitel
Mobile
Elta
Directories
Multitel
ISP and data
Namibia
MTC
Mobile

East Timor
Timor Telecom
Wireline, mobile
Internet and data
Macao [RAEM-China]
CTM
Wireline, mobile
Internet and data
Directel Macau
Directories
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Orienting principles

Mission
To deliver telecommunications and multimedia services of
recognized value to our customers technologically updated on
a permanent basis through qualified and motivated resources.
To keep generating long-term value to our shareholders
and the communities where we develop our activity.

Values
Integrity, loyalty and honesty in the relationship with the stakeholders
Solidarity, responsibility and accuracy among PT’s employees
Respect for the environment and the communities
where we develop our activity

External principles and organizations
ETNO (European Telecommunications Network Operators)
United Nations Global Compact
Pact of social and ecological responsibility of UN’s Global Compact
BCSD (member of theWorld Business Council
for Sustainable Development)
UNI (Union Network International)
Portuguese, European and American Legislation

Internal principles
PT’s Code of ethics
Code of ethics for financial officers
Procurement manual
Regulation on transactions with related parts
Whistleblowing procedures

Dialogue with stakeholders through
PT’s communication channels
Corporate unit teams – dialogue configuration
Commercial teams
Corporate website
Call centres
Surveys
éPT! – internal communication channel

Whistleblowing procedures

Portugal

Wireline > Retail [PT Comunicações 100%]
Euro 1,962 million (revenues) > Voice & data for large organizations [PT Corporate 100%]

> Voice & data for SMEs [PT Prime 100%]
> ISP & broadband services [PT.COM100%]

Mobile > TMN 100%
Euro 1,543 million (revenues)

International
revenue (millions of euros)

> Vivo 31.38% Brazil > Mobile 2,463
> Médi Télécom 32.18% Morocco > Mobile 438
> Unitel 25% Angola > Mobile 649
> CTM 28% Macao > Wireline, Mobile, Internet & data 207
> MTC 34% Namibia > Mobile 118
> CVT 40% Cabo Verde > Wireline, Mobile, Internet & data 68
> CST 51% São Tomé and Príncipe > Wireline, Mobile, Internet & data 8
> Timor Telecom 41.12% East Timor > Wireline, Mobile, Internet & data 23
> UOL 29% Brazil > ISP, Internet content 197

Support companies

Systems and IT Services [PT Sistemas de Informação 100%]; Innovation, research and development [PT Inovação 100%];

Backoffice and shared services [PT PRO 100%]; Consultancy and procurement services [PT Compras 100%];

Telemarketing and call centre services [PT Contact 100%]; Pension fund management [Previsão 78,12%]

Material Subjects for PT’s Sustainable Management

Environment
> Energy Consumption
> Fuel Consumption
> Electromagnetic Fields
> Noise emission
> Climate changes
> Consumption of Materials
> Impacts on landscape
> Water consumption
> Waste production

Employees
> Health and Security
> Working Conditions
> Talent attraction and retention
> Employee satisfaction

Value Chain
> Supplier working conditions
> Supplier environmental practices

Customers
> Customer privacy
> Customer satisfaction
> Digital Inclusion
> Responsible use of our services by our customers

Shareholders
> Distribution of dividends
> Stock exchange quotation

Society
> Digital and Social Exclusion
> Transparency and corporate reputation

Services
> Innovation

Regulatory Bodies
> Compliance with requirements
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Summary of the year

Main developments in 2007

> Conclusion and end of process of rejection of the

Public Tender Offer PT was subject to for over one year

> PT Multimedia’s spin off, meeting market expectations

relatively to the separation of the cable networks from the

remaining networks and increase of competition in the sector

> Creation and appointment of the Internal Control and Risk

Management Office

> Certification of the not-yet-certified information systems

of PT’s subsidiaries, in accordance with ISO 14001 and

OHSAS 18001 standards

> Launch of Triple play offer (television – IPTV – ,

Internet and Telephone) – meo

> Improvement of commercial offer with fixed-mobile

convergence solutions

> Execution of pilot-tests to lighting and air conditioning new

generation equipment, in the administrative and technical

buildings of the company, in order to assess the respective

levels of energy efficiency

> Integration of environmental and human rights criteria

in supplier selection and contracting processes

> Launch of laptop PC offer with broadband Internet access

at reduced prices, as part of the e-escola program

> New protocols of enterprise volunteer work have been created

Fulfilment of 2007 commitments

At Economic level Achievements

> Shareholder return increase

– distribution of dividends

> Risk and opportunity

management model

> Systems certification –

preparation of not yet

certified PT Group companies

for ISO 14001 and OHSAS

18001 certification

> Dividend per share relative

to 2007 exercise amounts

to € 0.5750

> Creation of Risk

Management Office

> Remaining PT subsidiaries

got ISO 14001 and OHSAS

18001 certification

At environmental level Achievements

> Climate changes –

Elaboration of long-term

energy strategy

> Supply Chain –

Operationalization

of sustainable model

for supplier selection

and contracting

> Tests to lighting (green light)

and air conditioning

(free cooling) equipment

carried out in technical and

administrative buildings

> Integration of environmental

and human rights criteria

in supplier contracts

At social level Achievements

> Digital Inclusion – increase

of projects to raise awareness

for new technology and

good content use

> Community – Promotion of

new volunteering programs

> Launch of e-escola program

> Santa Casa da Misericórdia

Protocol – Homes for

senior citizens

10
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Commitments for 2008

> Respect commitments assumed with shareholders

> Increase customer management and retention programs

> Keep promoting digital inclusion and literacy

> Increase and promote revision of service offer to the market

> Implement step by step energy efficiency measures

> Revise and aggregate value to risk and opportunity

management model

What we have done/ our performance

At economic level

Net income _ Euro 741.9 million

Revenue _ Euro 6,148.4 million

EBITDA _ Euro 2,356 million

Operational Free Cash Flow _ Euro 1,432.8 million

Net income growth _ 6.6%

Risk and opportunity management _ Implementation

of integrated model

Investment _ Capex Euro 475 million

Research and Development _ Participation in 62 projects

and an investment of Euro 4.75 million

At environmental level

ISO 14001 _ Every PT Group company is certified

Suppliers _ Integration of environmental clauses

in new contracts

Employee training _ Training in good environmental practices

Energy strategy _ Preparation of intervention plan

in technical and administrative – lighting (green light)

and air conditioning (free cooling).

Climate changes _ Integration into European program

Business & Biodiversity, promoted in Portugal by ICN

At social level

OHSAS 18001 _ Every PT Group company is certified

Service development _Widening of offer – fixed / mobile

convergence and triple play

Employee training _ Training in occupational hygiene,

health and security as well as Code of Ethics areas

Digital Inclusion and literacy _ e-escola; CMU program;

Future schools network

Organizational climate* _ Employee satisfaction index – 6.9

(1 to 10 scale)

Customer satisfaction index _ Satisfaction index – 7.1

(1 to 10 scale)

Supplier satisfaction index _ Satisfaction index – 3.6 (1 to 5 scale)

Social responsibility _ PT Foundation supported initiatives

and projects amounting to Euro 4.5 million

* Model undergoing revision – considering that values kept unchanged for the last two years,

we have used the results of the 2006 survey once again

Areas that may have impact on PT in 2007 and 2008

> PT Multimedia’s spin-off, assuring the separation

of the cable network from the networks operated

by PT Group in Portugal.

> Preparation of organizational restructuring,

considering PT Multimedia’s spin-off and new

framework in the national market.

> Shareholder remuneration

> Customer retention

> Digital inclusion and literacy

> Technological innovation and service development

> Energy efficiency

> Value chain

> Risk and opportunity management
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Resumo do ano

PT’s impact on society

During the year of 2007, PT has identified a set of business

indicators related with its integrated performance. The

monitoring of the economic, environmental and social ratios

presented hereafter will work as a management instrument

of our sustainable activity.

Taxes paid _ Euro 445.2 million

Subsidies received _ Euro 1.7 million

Payments related with retirement benefits _ Euro 4,203.0 million

On the sector* (%)

Revenues

Employees

Investment

� PT � Rest of the sector

52.5%47.5%

77.1% 22.9%

48.9% 51.1%

* ANACOM data pertain to 2006

On the country (%)

Revenue in national GNP

Employees in total of national employees

Investment in total of investment of the country

Source: INE

2.7%

0.2%

1.5%

PT’s investment growth rate /
Sector investment growth rate*

2006 2007

3.38%

10.8%

-8.12%

5.57%

15%

10%

5%

0%

-5%

-10%

-15%

*Sector data pertains to 2005 and 2006 respectively – Anacom.

� PT

� Electronic
communications
sector

On Suppliers (change 07/06)

ISF _ 5.9%

Payment to suppliers (million Euros) _ 11.5%

Supplier satisfaction index (1 to 5) _ 3.6

On customers (change 07/06)
Customer satisfaction index _ 9.2%

Revenues in Portugal (million) _ -1.9%

Total revenues (million) _ 6.7%

Customer Satisfaction (1 to 10) _ 7.1

R&D / Net income _ 0.7%

R&D / Research and development in the country* _ 0.4%

* Research and development in the country in 2005 – Eurostat
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Prizes and distinctions received

Citizenship and social responsibility

> Enterprise and Organization Citizenship Award

(www.premiocidadania.com) awarded to PT

in the Economic Sustainability category.

Financial and analysts’ community relations

In the scope of the IRG Awards 2007

http://www.investorrelationsawards.com/

> Best CEO in the Investor Relations area

> Honourable mention in the

Best Investor Relations Officer category

> Honourable mention in the Best Annual Report

for non-financial sector category

In the scope of the IR Magazine 2007 Continental Europe Awards

http://www.thecrossbordergroup.com/pages/56/IR+magazine.stm

> Investor Relations from Continental Europe, (small and

mid caps). Portugal Telecom has also been distinguished,

having won the best Investor Relations program in Portugal

for the fourth consecutive year.

Bronze Class of the telecoms sector awarded

by SAM Corporate Sustainability Assessment

www.sam-group.com/yearbook/

Customer relations

> Trusted Brands 2007,TMN and Sapo, awarded

in the scope of Reader’s Digest Selections survey;

http://www.rdtrustedbrands.com/

> Gold trophy awarded to PT Comunicações

in the scope of theAdvertising Effectiveness Awards

http://www.apan.pt/

> Gold trophy awarded to UZO in the

scope of theAdvertising Effectiveness Awards

http://www.apan.pt/

> Best Customer Relationship Centre awarded to

PT Contact by the Portuguese Contact Centre Association.

www.apcontactcenters.com/

Environmental impact

Energy consumption / Sales Volume _ 0.15 KWh

For each Euro of operational revenues PT consumes

0.15 KWh of energy

CO2 Emissions / Sales volume _ 0.005 kg

For each Euro of operational revenues PT emits 0.005 kg of CO2
Water consumption / Sales volume _ 0.08 l

For each Euro of operational revenues PT consumes

0.08 litres of water

Waste production* / Sales volume _ 0.009 kg

For each Euro of operational revenues PT produces

0.009 kg of waste

Materials Consumption** / Sales volume _ 0.004 kg

For each Euro of operational revenues PT consumes

0.004 kg of materials

* Other types of waste expressed in other measuring units such as litres or units have not been included.
** Other types of waste expressed in other measuring units such as litres or units have not been
included. PT PRO has not been included because it has not presented any Materials Consumption.

Social Impact

PT’s employability contribution in Portugal _ 0.20%

Investment in community/ Net income _ 0.59%

PT’s broadband users / Total broadband users

in Portugal * _ 71.50%

Broadband per 100 inhabitants in Portugal* _ 13.8

Broadband per 100 inhabitants in Portugal* _ 9.9

PT’s lowest wage / national minimum wage _ 1.5

Sources: INE and Anacom
* Data pertaining to 2006.





Sustainability-oriented governance model



The management policies adopted by PT seek to guarantee the
company’s economic, social and environmental balance in the
medium and long term and thus keep creating value for share-
holders, employees, customers, suppliers and society at large.

Conscious that the stakeholders’ options strongly condition
the Group’s performance, PT has constantly promoted mecha-
nisms of dialogue with each one, guaranteeing the exchange
of the necessary information for the adoption of management
policies best-suited to the market conjuncture and the com-
mitments made to the shareholders.

2007 was a year of strong impact on PT’s activity, caused by
the outcome of the Public Tender Offer that PT was subject to
for one year, the strong national regulatory framework as well
as PT Multimedia’s separation from PT Group.

The trust demonstrated by the shareholders by rejecting the
PTO, meant the recognition of PT’s capability to keep genera-
ting profit through the adopted policies and procedures, and
constituted an incentive to keep going and to strengthen the
principles and conducts that guide its activity.

Transparency and information accuracy in company manage-
ment are, from PT’s viewpoint, determinative factors in the
organization’s corporate reputation and, consequently, in the
levels of trust given to it.

Therefore, PT guides its activity in accordance with a set of
principles and codes of conduct, and promotes a culture based
on the evaluation and control of the risks identified as critical
for the Group’s businesses throughout the organization.

The Sustainability Committee, integrated in PT’s governance
model, promotes the principles, codes of conduct and the use
of the communication channels, in the relationship among
employees and between these and the remaining stakehol-
ders, stimulating a dialogue culture, preventing conflicts of
interests and assuring anti-corruption mechanisms. This way,
PT does not develop any lobbying activity and/or contribute
monetarily to organizations that do not fit its sponsorship,
philanthropy and patronage policies.
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Management policies

Sustainability-oriented governance model



Mission

To deliver telecommunications and multimedia services of
recognized value to our customers technologically updated on
a permanent basis through qualified and motivated resources
with respect for the environment and society.

Principles

PT is a subscriber of, applies within the company and partici-
pates actively in the promotion of the sustainability principles
and corporate social responsibility recommended by national
and international organizations. These principles are related
to business ethics, environmental respect and preservation,
human and labour rights and anti-corruption.

> Sustainability charter of the European Telecommunications
Network Operators Association

> 10 Principles from the United Nations Global Compact
> Social Responsibility Charter of the Union Network

International
> Business Council for Sustainable Development (BCSD

Portugal)

The subjects placed on the agenda of these organizations are
evaluated and interpreted by PT’s Sustainability Committee,
and the conclusions relevant for the activity of the company
are transmitted and deliberated at the Executive Committee.

Codes of Conduct

The codes of conduct and regulations adopted within PT are
meant to orient the attitude of all employees towards the orga-
nization and the relationship that they establish with share-
holders, legal and regulatory bodies, competitors, customers,
suppliers and with society at large in terms of rigour, honesty,
integrity, transparency and accuracy of information, anti-bri-
bery, equality of opportunities, environmental preservation
and social responsibility.

The Code of Ethics pursues a total alignment with all the legis-
lation and legal regulations in vigour, be it national, European
and/or American. All the employees receive training on the
Code of Ethics, as well as on the internal control procedures
and suppliers are made aware of its content and respective
alignment.

Any identified and confirmed violation of the Codes of Conduct,
internal regulations or the legislation in force is liable to lead to
disciplinary action and causes infringer responsibility in the
terms and rules of the law applicable to the situation.

> PT’s Code of Ethics
> Code of Ethics for Financial Officers
> Internal Regulation on Transactions*
> Regulation on Transactions with related parts**

PT uses systems to clarify and denounce infringements to its
Codes of Conduct. There are telephone lines and e-mail
addresses that guarantee user confidentiality and anonymity
when treating the information.

> É Directo – Help line
> System of communication of irregularities (Whistleblowing)

*It regulates matters relative to the prevention of market abuse and transactions on financial instru-

ments emitted by PT’s subsidiaries. It defines the relevant concepts of “privileged information”,

“market manipulation” and “relevant transactions”, among others associated. This regulation comple-

ments the company governance rules and the good conduct practices already implemented in PT to

strengthen the prevention of market abuse.

**Defines a set of procedures oriented to guarantee the correct identification of transactions with rela-

ted parts and to define the relevant concepts of “transaction” and “related parts”.
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Communication of irregularities

In 2005, PT implemented a set of procedures called “System
for Qualified Communication of Undue Practices”, or
Whistleblowing. Within this System, “undue practices” mean
all acts or omissions, wilful or seriously negligent, which are
imputed to the conduct of corporate body members and other
managing officers, heads of departments, staff and remaining
employees of PT’s subsidiaries, notably in matters pertaining
to Accounting, Internal Control or Auditing, that may be
reflected on the financial statements or on information sent
to the Portuguese regulatory authority, the Portuguese
Securities Market Commission (CMVM), or the US regula-
tory authority, the U.S. Securities and Exchange Commission
(SEC), or that may cause damage to PT Group’s assets.

The following situations are liable to be denounced through
Whistleblowing:

> Violation of laws, rules or regulations;
> Mismanagement;
> Abuse of authority;
> Large fund squandering.

Any person in possession of evidence of any of the abovemen-
tioned identified, be it an employee, supplier, shareholder,
etc., may pursue the denunciation through a website created
for this purpose (https://napq.telecom.pt). This communica-
tion is automatically encrypted and the confidentiality of its
content is guaranteed, as well as the anonymity of its author.

The Audit Committee is responsible for following up and tre-
ating the denunciations by means of this system and for
making them known to the CEO, to the CFO, as well as to
other entities, internal or external, whose involvement is dee-
med compulsory or justified.

Identification of business risks

PT’s management is supported on the identification of the risks
that may have impact on the Group’s businesses. The anticipa-
tion of the decisions leading to the management of its critical-
ness is deemed essential and therefore, the company has imple-
mented a set of procedures that seek to guarantee the involve-
ment of all the employees and that enable a periodic assessment
of both the probability of occurrence and criticalness.

The risk management strategies adopted seek to guarantee that:

> Control systems and procedures, as well as instituted poli-
cies enable the fulfilment of the expectations of the mana-
gement bodies, shareholders and the public at large;

> Control systems and procedures comply with the law and
regulations applicable;

> Information about the company is complete, reliable,
assured, and periodically and timely reported;

> PT’s resources are used in an efficient and rational way;
> Shareholder value is maximized.
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Sustainability-oriented governance model _ management policies
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Management objectives

Maximize the value of human assets
Promote digital inclusion and the knowledge society
Caution in the use of contents by minors
Promote R&D
Optimize the level of customer satisfaction
Optimize the value chain (namely in the relationship with suppliers)
Support the community

Rationalize environmental impacts caused by its activity
Ensure respect for the environment at the origin of the value chain
Create the conditions for later definition of PT’s mid/long term
energy strategy.

Maximize shareholder return
Grow with respect for environment and society
Monitor the Code of Ethics
Implement risk and opportunity management model
Implement value chain monitoring systems

Management instruments

Analysis and performance evaluation model
OHSAS 18001
Training and career management model
Enterprise agreement
Market and opinion polls
Digital inclusion programs
Awareness campaigns for the adequate use of new technologies
Partnerships with Universities
PT Foundation
Communication channels

Environmental policy
Environmental management system ISO 14001
Procurement model
Agreements with NGOs
Training programs

Information systems certified by ISO 9001,ISO 14001 and OHSAS 18001
Code of Ethics
Code of Ethics for Financial Officers
Implementation of PT Group’s energy strategy
R&D
Risk and opportunity management model
Talent management
Whistleblowing procedures

Vector

Social

Environmental

Economic

Sustainable management

Objectives and instruments of the management model oriented for the creation of long-term value
integrating the triple viewpoint of sustainability:

Legal and regulatory
framework

Code of Ethics
and use of good

international practices

Policies and
procedures

Business risks
and opportunities Supply chain

Commitments
assumed with
stakeholders
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Sustainability-oriented governance model

Governance model

Board of Directors: 23 members

In 2007, the Board of Directors decided to adopt the Anglo-
Saxon governance model, as this was understood to be a solu-
tion of continuity regarding the Portuguese and U.S. markets,
and it will allow an easier comparability of the Company’s
model with the model imposed upon the companies located
in the United States of America, as well as with the gover-
nance structures with which investors and international
analysts are familiar with.

Therefore, the adopted company governance includes a Board of
Directors, an Audit Committee composed of non-executive direc-
tors, who are elected by the General Meeting of Shareholders
and a Chartered Accountant.

The Company’s model also includes an Executive Committee
with powers delegated from the Board of Directors, which
acts on a predominantly operational basis, and the Board of
Directors that supervises corporate activities, with the support
from the Corporate Governance Committee within the scope
of its respective specific powers. The Executive Committee is
assisted by a set of Committees.

The adopted Governance model maintains a power separa-
tion between Board of Directors and Executive Committee,
without prejudice to the concentration in a single member of
the functions of Chairman of both management bodies and is
based on four basic pillars: efficiency, simplicity, transparency
and accuracy.

Duties (%)

Executive 30%
Non-executive 35%
Independent* 35%

Age Group (%)

Up to 45 years old 30%
From 45 to 55 years olds 44%

Over 55 years old 26%

*Directors who are not in any way associated to any specific interest groups in the company or find themselves in
circumstances liable to affect their unbiased analysis and decision capability.
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Composition of the Board of Directors

PT’s Board of Directors is composed of an uneven number of
members, between 15 and 23, that are elected by the general
shareholders' meeting by a majority of votes cast.

The Board of Directors may not function without the presence
of the majority of its members in office. The Chairman of the
Board of Directors may, in cases of recognized urgency, waive
the presence of that majority if the same is ensured through
voting by correspondence or by power of attorney, although a
Director may not represent more than one other Director.

The decisions of the Board of Directors are approved by the
majority of the votes cast. The Chairman has a quality vote, in
case of a tie.

The information regarding the functions and curricula of each
Director is contained in the Governance Report within the
Annual Report.

As at 31 December 2007, the Board of Directors had the follo-
wing composition:

Henrique Granadeiro (Chairman and CEO)
Zeinal Bava (Executive vice-chairman)

Executive Directors
Luis Pacheco de Melo
António Caria
João Pedro Baptista
Rui Pedro Soares

Non-executive Directors
Santiago Fernández Valbuena**
José María Álvarez-Pallete López**

Joaquim Aníbal Brito Freixial de Goes
Amílcar Carlos Ferreira de Morais Pires
Francisco Manuel Marques Bandeira**
Jorge Humberto Correia Tomé
Nuno de Almeida e Vasconcellos
Rafael Luís Mora Funes*
João Manuel de Mello Franco
Thomaz de Mello Paes de Vasconcellos
José Guilherme Xavier de Basto*

Franquelim Fernando Garcia Alves
Gerald Stephen McGowan
Francisco Teixieira Pereira Soares
Fernando Henrique Viana Soares Carneiro
Luís Filipe Rolim de Azevedo Coutinho

* Elected on 22 June 2007

** Appointed on 12 February 2008

It should be noted that throughout the 2007 financial year, Zeinal
Bava was appointed by the Board of Directors Executive Vice-
chairman of the company, Director Rodrigo Costa resigned from
his office and that Directors Armando Vara, António Viana
Baptista and Fernando Abril – Martorell resigned from their
respective offices at the beginning of 2008.
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Executive Committee

In order to assure the performance of its functions in accor-
dance with the adopted criteria, the Board of Directors has
appointed an Executive Committee, to which it has delegated
executive functions of current management, while retaining
the supervision and control functions.

The Executive Committee sets the dates and the periodicity of
its ordinary meetings and will meet extraordinarily whenever
called upon by the Chairman or by two Directors of by the
Audit Committee.

Its decisions are approved by the majority of the votes cast.
The Chairman has a quality vote, in case of a tie.

Within the framework of the corporate decision-making pro-
cedure concerning PT Group’s business lines and Corporate
Governance, the members of the Executive Committee are
responsible for the following areas:

Executive Committee

Henrique Granadeiro
Chief executive officer

Zeinal Bava
Deputy CEO

Luís Pacheco de Melo
Executive officer

João Pedro Baptista
Executive officer

António Caria
Executive officer

Rui Pedro Soares
Executive officer

Corporate assignments

> Strategy
> Regulatory Management
> Competition
> Communication and
corporate image

> Human Resources
> Institutional relations
> International relations
> Internal auditing
> Legal services

> Investor relations
> Social model sustainability
project

> Integrated Strategy of
Innovation and Information
Systems

> Convergence and
Distribution Strategy

> Integrated Network Strategy

> Planning and
management control

> Financial Operations
and Treasury

> Financial reporting
> Corporate finance
> Financial participations
> Internal control and Risk
Management

> Fiscal policy

> Business development
> Financial holdings abroad

> Quality and customer
satisfaction

> Procurement strategy
and services

> Marketing
> Security Policy
> Relations with regions, local
authorities and Portuguese-
language communities

> Environment and energy
efficiency

Executive assignments

> PT’s Corporate Centre
> PT Foundation

> PT Comunicações
> TMN
> PT PRO
> PT.COM
> PT Corporate
> PT SI
> PT Inovação
> PTWifi
> PT Prime

> PT ACS
> Previsão

> PT Investimentos
Internacionais

> Vivo
> PT Móveis
> Other subsidiaries abroad

> PT Compras
> PT Contact
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Governance Committee

João Mello Franco (chairman)
Joaquim Goes
Jorge Tomé
Franquelim Alves
Francisco Pereira Soares
Rafael Mora

Duties:

The Corporate Governance Committee has the duties, powers
and responsibilities as required to assist the Board of
Directors in the performance of its corporate business super-
vision function in the following areas:

> Adoption, review and permanent evaluation of the corpo-
rate governance model, of internal rules and procedures
on the Company’s structure and governance, as well as of
the Group’s conduct principles and practices in com-
pliance with the bylaws and the legal and regulatory pro-
visions, and furthermore of national and international
recommendations, standards and best practices on this
matter;

> Evaluation of the performance of the Board of Directors;
> To propose to the Board of Directors the revision and re-

evaluation of the company’s corporate governance model,
including its organization structure, functioning, responsi-
bilities and internal rules of the Board of Directors;

> To study, revise and re-evaluate the Group’s corporate
governance principles and practices, notably concerning
Group relations, and particularly Company relations with
the market, the Shareholders and other Stakeholders, qua-
lifications, independence and responsibility of Directors,
as well as conflict of interest prevention and information
accuracy;

> To assist the Board of Directors in evaluating its perfor-
mance with a view to contributing to efficiency and trans-
parency in this procedure;

> To study, revise and re-evaluate the values, principles and
practices that must govern the conduct of PT Group’s
employees, including the study, revision, interpretation
and supervision of the application of the codes of ethics
or conduct approved or to be approved by the Company.

Remuneration policy of the Board Members

The remuneration of the Board members follows two models in
accordance with the best national and international practices:

> Non-Executive Directors: Their compensation is determi-
ned by an annual fee determined by the Compensation
Committee, without attendance tickets, taking into consi-
deration that some Directors also perform duties on a
Board-delegated committee to assist the Board in its
supervisory function. There is no variable remuneration
for non-executive directors.

> Executive Directors: The remuneration of Executive
Directors is determined by the Compensation Committee
taking into account PT Group’s short and medium-term
performance, as well as such performance as compared
to other companies of similar dimension and business.

The remuneration of the Chairman of the Board of Directors
and Chief Executive Officer, as well as the remuneration of
the other Executive Directors, is composed of a fixed portion
and a variable portion, where the latter may go up to 120% of
the fixed remuneration on a yearly basis, and up to 50% of
the fixed remuneration in a multi-year variable remuneration
concept.

The value of the fixed remuneration of the Directors was deter-
mined on the basis of a benchmark study where companies
that were part of the PSI 20, IBEX 35, CAC 40, DJ Eurostoxx
50 indexes were analysed, as well as European telecommuni-
cations companies comparable to PT.

The determination of the annual variable remuneration takes
into consideration the analysis of the PT Total Shareholder
Return ratio, the consolidated revenue growth delta, EBITDA
growth delta, cost control, OPEX reduction; net profit and
EPS growth.



The determination of the multi-year variable remuneration
shall be calculated each year and cumulatively along the term
of office and paid at the end of the same if the weighed ave-
rage of all indicators during the term-of-office is equal to or
greater than 80% of the established goals. This calculation
shall be made according to the analysis of the following indi-
cators: PT Group ROCE evolution versus the ROCE for Group
2 of the DJ Stoxx Telecom during that same period; net profit
and EPS growth in the period; PT TSR ratio versus the TSR
ratio of the same abovementioned comparison group in the
period; evolution of PT Sustainability Index according to the
DJSI methodology; evolution of the PT Group image taking
into account the evolution of the customer and employee satis-
faction index; fulfilment of strategic goals.

In the 2007 exercise, the fixed and variable remunerations
earned by executive and non-executive directors were approxi-
mately 31% inferior, in comparison to the remunerations ear-
ned in 2006, taking into account the market framework over
the year.

Remunerations Euro

Fixed Variable Variable
(plan) (Non recurring)

Executive Directors 4,039,271 3,692,969 5,480,331

Non-executive Directors 1,280,272 — —

Total 5,319,543 3,692,969 5,480,331

Compensation Committee

Álvaro Pinto Correia (Chairman)
João Mello Franco
Francisco Esteves de Carvalho

Duties:

The Compensation Committee, elected by the shareholders,
serves the purpose of determining the remuneration of PT’s
corporate body members. It must continuously monitor and
evaluate the Board Members’ performance, taking into account
the defined goal.

Structures supporting the Executive Committee

Consultative Committee

Luís Todo Bom (chairman)
José Almeida Mota
Miguel Amaro*

Aníbal Santos
João Confraria
José Tribolet
José Lamego
Ruy Albuquerque**
João Ribeiro da Fonseca
Amílcar Martins

*Termination of office on 31 December 2007
**Deceased during the 2007 exercise

Duties:

This Council’s activity is to discuss, together with the Executive
Committee, matters of special relevance to PT, namely all issues
regarding regulation and competition, international invest-
ments, mergers, acquisitions, and alienations. The purpose of
the Consultative Council is to contribute, in alignment with the
best international management practices, to the improvement
of PT’s governance model:

> Provide the Chief Executive Officer and the Executive
Committee with information, analyses and opinions on
matters of a regulatory, technological, economic and corpo-
rate nature;

> Analyse relevant aspects of economic trends, both as to
the present and as to future prospects, notably with regard
to factors capable of influencing or enhancing PT Group’s
activity;

> Assist the Chief Executive Officer and the Executive
Committee in developing corporate strategies and the best
management practices;

> Issue opinions, counsel and recommendations on any mat-
ters eventually submitted for evaluation by the Chief
Executive Officer or by the Executive Committee.
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Disclosure Committee

Luís Sousa de Macedo (chairman)
Francisco Nunes
Nuno Prego
Nuno Machado*

Carlos Cruz

*Termination of office during the 2007 exercise

Duties:

Its main duties are to define, document and disseminate the
adequate procedures for the correct collection, treatment and
reporting of information to be disclosed outside the corpo-
ration, and to review all the information disclosed by PT to
the market, namely: press releases, Annual, Half Year and
Quarterly Reports, 20-F Forms, reports to CMVM (Securities
Commission) and questionnaires sent to the press.

Sustainability Committee

Henrique Granadeiro (chairman)
João Pedro Guimarães
Luís de Sousa Macedo
José Pedro Pereira da Costa*
Luís Avelar
Duarte Calheiros*
Gonçalo Pinto Coelho
Graça Galvão
Miguel Amaro
Francisco Nunes
Nuno Prego
Luís Moura*
Diogo Horta e Costa
Abílio Martins

*Termination of office during the 2007 exercise

Duties:

It is the responsibility of the Sustainability Committee to gua-
rantee that enterprise sustainability is integrated and consis-
tent with PT’s strategy and is transversal to all its subsidiaries.

The responsibilities of this Committee include:

> To assure the creation, inside PT Group, of the necessary
conditions for its sustained growth, using a three-dimen-
sional perspective, in economic, social and environmen-
tal terms, in accordance with international criteria;

> To develop, promote and supervise the necessary projects
and actions towards the goals in sight;

> To identify, define and control the best teams for the
accomplishment of these projects;

> To reinforce the activities of the PT Foundation, in its spe-
cific areas of activity, namely citizenship and philanthropy;

> To guarantee internal and external communication,
strengthening PT’s activity as a sustainable company and
making it recognized as such;

> To control and evaluate the established action plan, inte-
grated in the sustainability strategy.

The Committee is incorporated in PT Group’s Governance
model, reporting directly to the Executive Committee.



Supervision of the company

In accordance with amendments to the bylaws approved at
the General Shareholders Meeting held on 22 June 2007, follo-
wing the coming into force of legislative amendments to cor-
porate governance models as provided for under Portuguese
law, the supervision of the company became the responsibi-
lity of an Audit Committee and a Chartered Accountant.

Audit Committee

João de Mello Franco (chairman)
Thomaz Paes de Vasconcellos
José Guilherme Xavier de Basto

Duties:

Assist the Board of Directors and its Executive Committee in the
supervision of the quality and integrity of the financial informa-
tion contained in the Company’s account rendering documents,
in the evaluation of the qualification and independence of the
Company’s External Auditors, in the evaluation of the quality,
integrity and efficiency of the Company’s Internal Control
System, in the evaluation of the execution of the functions per-
formed by the Company’s External Auditors and of the Corporate
Internal Auditing Office, and in the evaluation of compliance
with legal and regulatory provisions, and with recommendations
and guidelines issued by the competent authorities.

Chartered Accountant

P. Matos Silva, Garcia Jr., P. Caiado & Associados, Sociedade
de Revisores Oficiais de Contas, represented by Pedro João
Reis de Matos Silva as Chartered Accountant (Effective);

Ascensão, Gomes, Cruz & Associado, Sociedade de Revisores
Oficiais de Contas, represented by Mário João de Matos
Gomes as Chartered Accountant (Alternate).

Duties:

The Chartered Accountant has the powers and duties establis-
hed under the law, and must review the accounts of the
Company and check the regularity of the books, accounting
records and supporting documents, the extension of cash flow
and inventories of any kind of goods or values belonging to
the company or received by the company as security, deposit
or otherwise, wherever deemed convenient and in the man-
ner considered as appropriate, the accuracy of the Company’s
accounts, and whether accounting policies and value-metrical
criteria adopted by the Company lead to a correct evaluation
of its assets and results.

Exercise of voting rights
and shareholder representation

General Meeting of Shareholders
and voting rights

The General Meeting of Shareholders, composed of sharehol-
ders with the right to vote, ordinarily meets once a year or
whenever requested to the Chairman of the Board of the
General Meeting of Shareholders by the Board of Directors,
by the Audit Committee or by Shareholders representing at
least 5% of the share capital.

As at 31 December 2007, the board of the General Meeting of
Shareholders of the Company was composed as follows:

António Manuel da Rocha e Menezes Cordeiro (chairman)
Daniel Proença de Carvalho (vice-chairman)
Francisco Manuel Leal Barona (secretary)

According to the Company’s Bylaws, each unit of 500 shares
grants the right to one vote. Shareholders holding a lesser
number of shares may group together and be represented by
one of the group members, so as to jointly accumulate the
number of shares necessary to exercise the right to vote.
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Within the framework of American Depository Receipts
(ADR) or Global Depository Receipts (GDR) programs having
as their object Company shares, the holders of ADR or GDR
are considered to be shareholders, while the entity on behalf
of whom the shares are registered is considered to be a mere
representative of theirs, provided they comply with the condi-
tions provided for in the bylaws for the exercise of such right.
These conditions are communicated to the holders of the right
to vote in each notice for the General Shareholders Meeting.

For confirmation of title to voting rights, the bylaws require
proof of the registry of the shares in a book-entry securities
account no later than 5 business days prior to the respective
meeting.

Voting by correspondence
and by electronic means

The company bylaws provide that voting by correspondence
or by electronic means may encompass all matters contained
in the notice, under the terms and conditions set forth the-
rein, and voting exercised in this way shall be considered at
the time of vote counting by adding the same to the voting
rights exercised in the course of the General Meeting.

The bylaws further provide that the terms and conditions for
voting by correspondence or by electronic means shall be defi-
ned by the Chairman of the board of the General Meeting of
Shareholders, in order to ensure their authenticity, regularity,
security, reliability and confidentiality up to voting time.

Votes cast by correspondence or electronic means are deemed
as negative votes as to any resolution proposals submitted at a
time subsequent to the time when the same were cast. The pre-
sence at a General Meeting of a shareholder having exercised
his voting rights by correspondence or electronic means, or his
representative, determines the revocation of the vote so cast.

Shareholder Representation

Shareholders may participate directly in the General
Shareholders' Meeting or appoint proxies to represent them,
within the broadest terms foreseen in the Portuguese
Companies' Code. A signed letter addressed to the Chairman
of the Board of the General Shareholders' Meeting is suffi-
cient as an instrument of representation.

Availability of preparatory information

The proposals to be submitted to the General Shareholders'
Meeting, as well as the reports that must be legally attached
thereto and all other elements of preparatory information, are
made available to shareholders at the company's registered
offices for a period no less than 15 days prior to the meeting.
The content of such documents is also disclosed on the
Company's website, in Portuguese and in English, or on
request, by mail, fax or electronic mail.



PT is a holding listed on the Euronext Lisbon and on the New
York Stock Exchange and thus assumes a high level of
demands regarding its corporate governance, and conse-
quently its risk management and internal control system.

This system, integrating a strong corporate commitment, has
gone through different stages along the different phases of
the businesses’ and the Group’s evolution. The adopted model
is required to have an ever greater level of demand, namely in
the degrees of formalization and identification, with more evi-
dence of its implementation.

In this way, in order to characterise such phases, and like any
constantly dynamic organisation, the Portugal Telecom Group
has started this job by building a dictionary of risks at the
various levels of interaction with the Company, and meant
such a dictionary to work as a standard instrument for all
potential threats and opportunities faced by the Group’s busi-
nesses and its framework. However, the Executive Committees
of PT’s subsidiaries have considered it to be fundamental for
this model to evolve in order to systematically integrate the
variables related to the surroundings, strategy and operations
and to simultaneously aggregate the reinforcement of the
reporting and fragilities identification capacity, and implemen-
tation of corrective measures.

Therefore, in 2007, the model was improved by creating a spe-
cific corporate unit, an internal control and risk management
team whose mission is to support the CFO, Executive
Committee and Audit Committee in the creation of an inte-
grated system to deal with risks connected to PT’s activity.

Integrated risk management methodology

The methodology that the Group PT has defined to imple-
ment the Integrated Risk Management is as follows:

Risk and opportunity management
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Define risk management model

Identify and evaluate risk

Risk management diagnosis

Implementation proposals with cost/benefit analysis

Avoid Risk Reduce Risk Share Risk Accept Risk

Evitar Risco Reduzir Risco Partilhar Risco Aceitar RiscoNo actions
to affect risk

probability, because it is
impossible or costly

Reduce risk probability
or impact

transfering or sharing
with other
entities

Implement controls
to lessen
existing risks

Abandon
risk-generating

processes or activities
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Main risk factors

As an economic group that carries out its business in several
business areas, the PT Group is exposed to various risks,
exhaustively described in our previous sustainability report.
In 2007, the Group’s main risk factors identified were the
following:

Regulation: to ensure follow-up of regulatory changes, given
the threats and opportunities that those changes represent for
the PT Group’s competitive position within the businesses it is
involved in. The Corporate Regulatory Office is in charge of
regulatory risk management and should be up to date on new
business regulations applicable to the sector with an impact on
the PT Group, as issued by national and international entities.

Competition: potential reduction in the wireline service reve-
nues as a result of the progressive effect of the wireline-mobile
replacement, as well as the increase in competition by other
wireline network operators. The management of this risk is a
permanent concern of the PT’s Executive Committee and of the
Executive Committees of its subsidiaries in the quest for new
and better products and services that prove to be innovative and
represent value when compared to those of the competition,
and that consolidate PT’s image, with the final consumer, as the
leader and pioneer in the telecommunications market.

Technological evolution: need for investments in ever more
competitive businesses and with a recent history of very fast
technological changes. The PT Group holds PT Inovação, a com-
pany suited to the technological development of the Group’s
businesses, in terms of applied investigation, engineering servi-
ces and the development of innovating solutions and services,
both in the domestic and international markets.

Strategic partnerships: to ensure alliances, joint ventures or
other kinds of efficient and effective relationships that positively
affect PT’s competitive capacity. The Executive Committee of PT
and all its other subsidiary companies have been playing a cen-
tral role in the management of this risk, by reinforcing existing
opportunities.

Selecting, hiring, developing, training and retaining employees:
to ensure duly motivated employees with the correct skills in
the right places. The Corporate Human Resources Office is in
charge of managing this risk by identifying the key elements of
the PT Group and to then use retention strategies appropriate to
the segments defined for its management.

Financial Markets: change in the expected income from invest-
ments made abroad as a result of changes in several variables,
notably interest rate and exchange rate. The management of the
financial market risk is ensured by the Corporate Finance Office.
Portugal Telecom executes agreements regarding a set of deriva-
tive financial instruments so as to minimize the risks of expo-
sure to variations in interest and exchange rates. The execution
of agreements concerning financial instruments is made after a
careful analysis of risks, benefits inherent to this type of transac-
tions and consulting with various institutions acting in this mar-
ket. Such transactions are subject to prior approval by the
Executive Committee and involve a permanent follow-up of the
financial markets’ evolution and of the positions held by the
Company. The Fair Value of these instruments is determined
on a regular and periodic basis throughout the year, in order to
allow for a continuous evaluation of these instruments and their
economic and financial implications.
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Taxation: evolution of tax legislation and possible interpretations
of the application of fiscal and para-fiscal regulations in different
manners. The Taxation Team is in charge of managing this risk,
by following up all tax regulations and use of tax planning oppor-
tunities. This department may be assisted by tax consulting whe-
never the issues under analysis are more critical, and therefore
require the interpretation of an independent entity.

Communication and Image: Portugal Telecom is a high media
exposure company, and for such reason it has a critical risk level
related to its ability to communicate its policies and image to its
stakeholders and public opinion generally.

Developing new products and services: the telecommunica-
tions business, within its own competitive environment,
depends largely on its ability to develop new products and servi-
ces allowing it to fight against customer loss and to increase
average revenue per customer.

Social, environmental and ethical risks: the Company is subject
to the general risks of a social, environmental and ethical nature
that affect the business of any company or institution.

Internal Control

Internal control, aligned up with the best international practi-
ces and the dispositions of the Sarbanes-Oxley Act is imple-
mented in all PT’s subsidiaries and contemplates a set of pro-
cedures, its revision, verification and continuous improve-
ment. It is a process that involves the Board of Directors,
Managers and employees at large and that is based on the
objectives described below.

As mentioned in the company’s Governance Report in the
section concerning the Risk Control System, considering that
PT is subject to several requirements imposed by the stock
market regulators where it is listed, control and respective
evidence of the fulfilment of all the requirements was assu-
red, guaranteeing, in a second phase the implementation of a
risk management model aligned with the best practices at
international level.

Objectives

> To guarantee goal, policy and procedure compliance;

> To guarantee reliable financial information;

> To guarantee operations effectiveness and efficiency;

> To minimize fraud possibility;

> To contribute to shareholder value creation.



More specifically, PT initiated its first priority by identifying
and evaluating the risks concerning the reporting of financial
information, a requirement that was made by the SEC , iden-
tifying, for this purpose, the necessary goals to assure that
processes, systems and organization with impact on the finan-
cial reporting have operational controls deemed adequate,
considering the layers of the COSO model, id est: (i) Entity
Level Controls; (II) IT Level Controls; and (III) Process Level
Controls. This work was developed by PT’s Executive
Committee with more direct support from the Executive
Committees of the businesses and instrumental companies.
This was an important achievement at the end of 2006 as PT
became the first Portuguese company to be totally aligned
with all the internal control requirements for financial repor-
ting, as required of foreign companies in section 404 of the
Sarbanes-Oxley Act.

All this work was followed up and supervised by PT’s Audit
Committee that, since its creation, initially as specific com-
mission within the Board of Directors and, since 22 June 2007,
as an autonomous supervision body composed of non-execu-
tive members of that Board, elected at the General
Shareholders Meeting, had a very active role in the promotion
of an internal control system for adequate and operational
financial reporting.

After this work was finished and, in parallel with the same,
PT’s Executive Committee, reinforcing the commitment that
it had made in 2002 and also seeking to create a better support
by devising an integrated vision of an internal control system
not exclusively compliance-oriented, has approved at the end
of 2007 the creation of an Internal Control and Risk
Management Team directly dependent on the Group’s Chief
Financial Officer responsible for the promotion of a vision of a
structured and sustainable internal control system that, with
the supervision carried out by the Corporate Internal Auditing
Team, will provide the PT Group with a structure capable of
segregating the preventive and corrective visions of the model
that assure the most efficient management of PT Group’s risks.

1 Securities and Exchange Commission

2 Committee of Sponsoring Organizations of the Treadway Commission

Based on this commitment, PT shall extend the work already
executed until the end of 2007 and over subsequent exercises
to other relevant vectors of the Group’s risk control structure,
guaranteeing that the Group can move forward with a more
structured risk management logic that allows, in a more effi-
cient way, an identification of strategical and operational risks,
and a systemization of which is the existing and desired inter-
nal control level in these areas. Without prejudice to this work,
the Corporate Internal Auditing team, as an element of super-
vision of this model has already initiated, in parallel with the
here foreseen work, the identification and evaluation of these
risks in order to build the annual internal auditing plan, with
the Group’s main Executive Committees, a work that will con-
tribute for the structuring of an aligned model and reinforce
the Group’s Risk Control System.

At the beginning of 2008, pursuing the goal of implementa-
tion of an internal control and risk management structure
beyond compliance, PT has defined a set of minimum requi-
rements for internal control, mostly applicable to the interna-
tional businesses that will serve as additional reference for
the Group in the definition of corporate policies.

Along with all the work already mentioned, the Internal Control
and Risk Management team will promote in the Group’s main
processes, systems and organization, a better functioning of
the same, seeking greater efficiency and the creation of sustai-
nable shareholder value. Furthermore, the communication of
this work and approved internal rules to the main stakeholders
will be emphasized, being already in course: (i) a project that
seeks to reinforce the communication about the ethical com-
mitments and internal control that the Group wants to esta-
blish in the control of relations with third parties, shareholders
or suppliers; (II) continuous employee training in order to emp-
hasize the framework and importance of the Internal Control
and Risk Management System.
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The management of risks and opportunities in PT’s businesses is regarded
as a responsibility of every employee, promoted and managed by a corporate
unit transversal to the company’s business units.





Environmental Preservation
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Environmental preservation

Giving continuity to the work developed in recent years on
matters of optimization of its environmental performance,
the PT Group is continuously seeking to minimize the envi-
ronmental impacts associated with the development of the
activities of its different subsidiaries.

PT has been incorporating a set of environmental manage-
ment principles, systemized in different policies, programs
and management procedures that follow the guidelines stipu-
lated by the Environmental Management System (EMS) gra-
dually implemented in all PT’s subsidiaries. The process of
implementation and certification of this System, carried out
in accordance with international standard ISO 14001, has star-
ted in PT Comunicações, and was later implemented in PT
Inovação, TMN, PT PRO and remaining companies in the
sphere of PT Comunicações.

The environmental management of the activities of these
companies, although promoted by specialized structures, is
every employee’s responsibility and is monitored by four
essential vectors defining its performance:

> Consumption of resources: energy, water and materials
> Environmental Loads: atmospheric emissions and waste

produced
> Landscape impacts: caused by telecommunications

antenna placement
> Electromagnetic fields: may originate impacts on public

health

Besides the fulfilment of all the legal requirements on mat-
ters of environment, applicable to the telecommunications
sector, the PT Group seeks awareness of voluntary require-
ments or programs that allow the optimization of its environ-
mental performance. An example of this initiative is the com-
mitment that the company assumed when signing ETNO’s1

Sustainability Letter by which it commits to producing a set
of sustainable goods and services from which economic, social
and environmental benefits for different interested parties are
derived, from a perspective of continuous improvement.

For PT’s interested parties, there are also some concerns and
expectations regarding the activity of the Group’s subsidiaries
that are continuously analyzed in order to minimize the
impacts caused by these activities. These concerns, above all,
originate from the landscape impacts associated to the place-
ment of telecommunications antennas and the negative per-
ception of the potential risks for public health that can occur
by means of the electromagnetic fields generated by the same.

The company seeks to analyze a number of alternatives whe-
never an antenna is to be installed. This analysis conjugates
network coverage criteria, economic criteria in its installation,
impacts concerning the landscape and the respect for the
safety of the populations, the preservation of potentially affec-
ted ecological zones and the protection of the archaeological
and historical heritage of each location. Besides the internal
analysis made by the company, several independent specia-
lists and duly credentialed institutes such as ICN2 or IPAR3,
among others, are consulted regularly.

Environmental impact of telecommunications

1 ETNO – European Telecommunication Network Operators Association.

2 ICN – Instituto de Conservação da Natureza.

3 IPAR – Instituto Português de Arqueologia.



35Portugal Telecom | Sustainability Report 2007

The experience from this analysis has demonstrated that the
impact of the installation of these antennas in terms of lands-
cape is not significant; however, measures to minimize and/or
compensate for these impacts are often taken. These include
camouflaging the antennas, and developing protection and
natural ecosystem valuation programs in more sensitive zones
(as is the case of the support that the company has given to
the infrastructure development for nest building).

Many of these projects are developed through local partners-
hips with local entities. In recent years, the project of redeve-
lopment carried out in the municipalities of Cascais and
Sintra with interventions in the historical zone stands out as a
significant example. On the other hand, at the level of the con-
cerns of the interested parties on matters of public health, the
company supports (through TMN) the monIT4 project whose
goal is to provide a vast set of information concerning the
levels of exposure to electromagnetic fields.

4 Further information about monIT at www.lx.it.pt/monit

Environmental impact

Consumption of resources

Energy
> Diminishing availability of natural resources (non-renewable)

> Atmospheric pollution (indirect CO2 emissions)

Water

> Diminishing availability of natural water resources.

> Contamination of receiving water courses

Fuel

> Diminishing availability of natural resources (non-renewable).

> Atmospheric pollution (indirect CO2 emissions)

> Rarefaction of ozone layer

> Ground Contamination by precipitation

> Contamination of surface and ground waters by flowing

water courses

> Disturbance of land and marine ecosystems

> Accumulation of polluents on food chains

> Material corrosion due to acid rain.

Environmental loads

Waste Production

> Soil occupation and contamination

> Reduction of landscape and visual quality

> Reduction of soil value

> Contamination of surface and ground waters by flowing

water courses

Noise Emission

> Degradation of quality of life of affected communities due to

the disturbance of their typical activities with possible

physiological, psychological and/or social effects.

Landscape Impact

> Reduction of the quality of both natural and urban landscape.

Impact on public health

Electromagnetic fields

> Negative perception by interested parties of potential risk

for human health
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Environmental preservation

Environmental respect and preservation in order to guarantee
acceptable conditions of life for the next generations are the
responsibility of us all, although this is a more relevant subject
for companies in the industrial sector and less so in sectors
such as the delivery of telecommunications services.

Climate change and its foreseeable consequences have been on
the agenda of international concerns, being subject of a strong
commitment and interest by EuropeanUnion officers who have
defined as a goal for 2010 to have 21% of the energy produc-
tion based on renewable power sources.

In Portugal, governmental bodies have also committed to follow
this trend, having involved the several market players in the
pursuit of this goal. In accordance with data published by the
Renewable Energy Association, 31.3% of the energy consumed
in Portugal in 2006 was produced by renewable power sources.

In PT, we have been incorporating for some years this concern
for environment preservation and valorization and, therefore,
we have adopted policies and mobilized resources to fulfill the
legal requirements as well as the European directives and
recommendations about the best environmental practices.

Our environmental management is developed along some
strategic lines, such as waste management and forwarding,
energy efficiency (electric and fuel based), reduction of water
consumption, control of the produced impacts (including that
of transmission antennas) and continuous training.

And as we understand that environmental preservation can
only be achieved with everyone’s contribution, PT has develo-
ped awareness campaigns for its employees, has started to
evaluate this criterion in the selection and hiring of its sup-
pliers and has established partnerships with universities and
research groups in order to monitor the impacts deriving from
its activity and to always be up-to-date on the new opportuni-
ties for improvement.

It was in this spirit that PT prepared and launched the
Electronic Invoice in 2005, a project that, besides having the
goal of facilitating life for its customers, is also a purpose of
the company’s sustainability and environment respect policy.

In fact, PT was the first Portuguese company and one of the
first worldwide to provide an electronic invoice with legal vali-
dity conferred by the certification of the digital signature.

Energy strategy
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Anticipating the future

In recent years, PT has dedicated itself to certifying its infor-
mation systems in accordance with ISO 14001, and to esta-
blishing and obeying the resource consumption rationaliza-
tion plans.

However, along with the technological evolution of the equip-
ment of support to its activity and the expansion of the Group’s
businesses, the energy consumptions and respective CO2
emissions have been increasing year by year.

Therefore, during 2007, PT appointed a specialized team to
evaluate the current situation and identify opportunities for
improvement that should go beyond the rationalization mea-
sures already used that have proven to be insufficient to meet
the defined goals.

Energy certification of the buildings

One of the identified paths is related to the process of audi-
ting and energy certification of the Group’s buildings, charac-
terized by an intensive consumption profile.

The energy certification of the buildings will provide PT with
the total alignment with the governmental recommendations
on this subject, as well as the definition of a roadmap orien-
ted towards energy efficiency maximization and environmen-
tal impact minimization of these buildings.

This is a process to be initiated in 2008.

Lighting and air conditioning systems

Last year, there were some tests made with lighting and air
conditioning equipment in the technical and administrative
areas in PT buildings throughout the country, with the pur-
pose of identifying those that present the best energy effi-
ciency vs emissions vs cost relation.

For PT, it is essential to make pilot-tests with any new equip-
ment in order to assess how suitable they are to the activity
and to the standards of requirement with which the company
works.

The lighting and air conditioning equipment that have revea-
led to be more suitable for PT will have a phased implementa-
tion to be initiated in 2008, with an estimated 22% reduction
of the carbon dioxide emissions in the near future.

Value chain

PT is also conscious that it is essential to require environmen-
tally-friendly procedures from its suppliers.

In 2006, it initiated this process, by making its main suppliers
aware of the need for their alignment with the environmental
practices adopted within PT.

In 2007, the contracts established with the main suppliers of
the Group started to include clauses of environmental nature;
30% of the Group’s 25 top suppliers have been evaluated in
accordance with their ethical and environmental procedures.
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Environmental preservation

Although climate change constitutes one of the main con-
cerns in terms of PT Group’s environmental management,
there are other impacts that are continuously monitored
through the Environmental Management System used by the
company.

Each one of PT’s subsidiaries has been implementing a num-
ber of measures and programs of minimization of its envi-
ronmental impacts, in accordance with the characteristics of
the activity of each one.

Main Environmental Indicators of the PT Group

2005 2006 2007* � 07/06

Total Energy Consumption (gigajoules) 1,954,912 1,488,203 1,432,408 -3.75%

Total Emissions CO2 (tons) 202,773 222,173 164,106 -26.1%

Water consumption (m3) 301,483 314,629 285,272 -9.3%

* Estimated values subject to correction to real values

PT’s environmental performance has been shown to be totally
aligned with the legislation in vigour, not having been subject
to the application of any type of fine.

Environmental performance of PT Comunicações

PT Comunicações is one of PT Group’s main subsidiaries and
the first to implement (certified since 2003) an Environmental
Management System. This way, the environmental impacts of
the company are continuously monitored, allowing annual
management goals to be defined with the aim of minimizing
these impacts resulting in the implementation of some con-
crete measures.

Evolution of Energy Consumption giga joules

2005 2006 2007* � 07/06

Technical and Administrative Areas 1,295,088 781,766 805,843 3.1%

Fuel Consumption (petrol and diesel) 172,903 160,573 151,129 -5.9%

Energy Consumption** 141,977 121,527 115,088 -5.3%

Total Consumption 1,609,968 1,063,866 1,072,060 -0.07%

* Estimated values subject to correction to real values

** By suppliers in the development of the company’s activities

The total consumption of PT Comunicações has been dimi-
nishing gradually, due to the implementation of some inter-
nal measures of energy consumption reduction, namely regar-
ding training employees for the adoption of more sustainable
practices. This evolution is also perceivable in terms of the
carbon dioxide emissions, with a decrease of about 35% com-
pared to the previous year.

Evolution of CO2 Emissions tons

2005 2006 2007* � 07/06

Direct Emissions (petrol) 1,949 894 543 -39.3%

Direct Emissions (diesel) 10,676 10,895 10,575 -2.94%

Indirect Emissions (electricity and fuel) 149,796 167,022 108,342 -35.2%

Total Emissions 162,421 178,812 119,460 -33.2%

* Estimated values subject to correction to real values

Environmental performance
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In 2007, there was a decrease of around 12% in total water con-
sumption (compared to the previous year) of PT Comunicações.
This decrease was based on the implementation of some mea-
sures of consumption reduction, such as making employees
aware of the need to adopt more efficient practices.

Water Consumption m3

2005 2006 2007 � 07/06

Total Consumption 267,684 277,337 243,673 -12.1%

The generalized increase in waste production within PT
Comunicações in 2007 had mostly to do with the increase in
the company’s sales over this period.

Waste Production(1) tons

2005 2006 2007 � 07/06

Batteries 116.00 29.38 130.70 344.9%

Fluorescent Bulbs 2.60 0.14 0.86 514.3%

Waste from activity-supporting
Infrastructures 1,312.60 1,799.83 1,903.86 5.8%

Paper / Cardboard 144.00 95.53 92.31 -3.4%

Plastic wastes 9.64 19.47 21.85 12.2%

Solid municipal waste (undifferentiated) 125.90 133.96 112.07 -16.4%

REEE 40.36 225.15 342.02 51.9%

Toners and ink cartridges 1.81 2.17 2.75 26.7%

Used oil (litres) 1,870.00 1,870.00 2,001.00 7.0%

(1) The data in this table is obtained based on the Sheets of Waste Declaration Forms containing only the

alienated waste.

This increase in the volume of sales was also translated into
an increase of the materials acquired by the company over the
year 2007.

Consumption of Materials (1) tons

2005 2006 2007 � 07/06

Batteries (mobile phones) 134.00 62.02 64.20 3.5%

Electric and Electronic Equipament
(mobile phones) 164.00 142.40 268.17 88.7%

Activity-supporting Infrastructures* 10,855.00 11,909.72 11,757.14 -1.3%

Fluorescent Bulbs 2.60 0.14 0.86 514.3%

Paper / Cardboard 118,819.00 30,286.44 147.50 -99.5%

Plastic 435.00 1,069.38 1,146.47 7.2%

Toners and ink cartridges 4.70 3.60 3.34 -7.2%

(1) The company’s purchasing policy changed during the 2006 exercise, creating significant variations in

the consumptions of some materials, when compared to 2005.

* There may be a small percentage of dangerous waste

Generally, PT Comunicações has been assuming more and
more its environmental responsibility through the continuous
investment in the Environmental Management System that
allows the follow up of several indicators of the environmen-
tal impact generated by the company’s activities.

Cost and Benefits Associated to the E.M.S. euros

2005 2006 2007 � 07/06

Internal Manpower
(activities in hour/man) 9,498 19,018 13,732 -27.8%

External Manpower
(activities in hour/man) 126 0 n.d. n.d.

Internal Costs 346,050 672,110 560,100 -16.7%

External Costs 210,475 212,330 248,013 16.8%

Total Revenues 488,446 3,055,704 7,166,005 134.5%

Final result 842,810 2,171,264 57,551 -97.3%
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Environmental preservation _ environmental performance

Environmental Performance of PT Inovação

Environmental impacts deriving from the activities of PT
Inovação are continuously managed, with the aim of minimi-
zing and the improving the quality of the company’s processes
and products. Besides the fulfilment of the diverse applicable
environmental legislation to its scope of activity, the company
seeks to promote, among its employees, the best environmental
prevention and management practices.

For that purpose, the company promotes annually an environ-
mental diagnosis of its activities as well as of the associated
impacts. This diagnosis allows the detection of the most signifi-
cant impacts for the company and the environment and,
through them, the identification of follow up and control mea-
sures. Generally, the procedures available to the company, in
terms of environment are aligned in accordance with 5 vectors:

> Management of water and energy consumptions;
> Management of consumables (administrative);
> Management of waste;
> Management of gaseous effluents;
> Management of environmental impact of products placed

on the market.

The energy strategy defined by the company has allowed the
reduction of energy consumption in general. Energy consump-
tion reduction has been obtained through the replacement of
some equipment and/or light bulbs for others of lesser con-
sumption, being also under study the viability of implementa-
tion of other measures such as the installation of solar panels.

Periodically, there are awareness sessions with employees for the
definition of guidelines that allow the reduction of consumption.

Evolution of Energy Consumptio giga joules

2005 2006 2007 � 07/06

Technical / Administrative Consumption 7,600 8,123 7,870 -3.1%

Consumption in Technical Áreas 24 17 19 11.8%

Fuel Consumption (petrol) — 633 500 -21.0%

Fuel Consumption (diesel) — 2,489 2,659 6.8%

Total Consumption 7,624 11,262 11,048 -1.90%

A global reduction of energy consumption in 2007 is evidenced
(about 1.9% compared to 2006), mostly in the consumption of
administrative areas and in petrol consumption. The operatio-
nalization of the central air conditioning control systems, as
well as a gradual replacement of computer monitors with CRT
technology for LCD technology (less energy-intensive) were the
basis of this result.

In the case of the technical areas, the considerable increase of
energy consumption was due to the increase of electronic equip-
ment production (technological demonstrators). On the other
hand, at the level of fuel consumptions, the fact that the company
has rejected some petrol vehicles thus opting to acquire diesel
vehicles was at the origin of the registered variations.

Evolution of CO2 Emissions tons

2005 2006 2007 � 07/06

Direct Emissions (Petrol) 45 44 34 -21.7%

Direct Emissions (Diesel) 157 184 196 6,6%

Indirect Emissions (Electricity) 1,030 995 1,006 1.1%

Total Emissions 1,232 1,223 1,237 1.11%

The water consumption of PT Inovação is mostly for hygiene
purposes, not being significant. The consumed water comes
from the public network and there was a consumption decre-
ase of circa 4% in 2007. This value has been diminishing since
2005, mostly due to the awareness sessions carried out with
the employees with the aim of adopting consumption rationa-
lization practices.

Water Consumption m3

2005 2006 2007 � 07/06

Total Consumption 4,644 4,423 4,238 -4.2%

For each type of waste produced in the company there is a
procedure that determines the way how the same must be
collected and forwarded to the companies that PT Inovação
has hired to guarantee its correct and adequate forwarding
(preferentially for recycling).
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Waste Production tons

2005 2006 2007 � 07/06

Batteries 0.13 n.d. 1.00 n.d.

Fluorescent Bulbs n.d. 452 0.04 n.d.

Paper / Cardboard 21 39 111.90 186.9%

PlasticWaste 2 3.80 19.50 413.2%

REEE 4 7.50 4.80 -36.0%

Toners and Ink cartridge 532 365 0.20 n.d.

Copper Cabling n.d. 0,30 4.60 n.d.

Plastic – packages placed on the market 0.80 1.14 0.95 -16.7%

Paper / Cardboard – packages placed
on the market 7.92 7.19 8.06 12.1%

Telecommunications Equipment n.d. 10.90 11.40 4.6%

It is not possible to perform an evolutional comparison of the
produced waste and, in other cases, great differences in
relation to this evolution are presented. These facts are
justified, case by case, as follows:

> Fluorescent Light bulbs/Toners and Ink cartridges – in
2005 and 2006, the production of this type of waste was
counted in units and, in 2007, it was done in mass

> Copper cabling – the evolution is not presented, as in 2007
it was not possible to calculate the production of this waste
for the total of the year (there are no data for homologous
periods).

> Paper/Card – the substantial increase is derived from two
aspects: the maintenance works of the building (greater
expense of card for equipment protection) and the reorga-
nization and cleaning of the company’s archives.

> Plastic waste – its production increase is due to mainte-
nance works in the building that occurred in 2007.

As to materials consumed by the company, in the case of
administrative consumables, it should be noted a consumption
reduction of white paper that is being replaced by recycled
paper. In fact, in 2007, circa 67% of the paper used by PT
Inovação was recycled paper, which means an increase of more
than 40%, compared to the previous year.

Consumption of Materials

2005 2006 2007 � 07/06

White paper (tons) 4.89 3.05 2.43 -20.3%

Recycled paper (tons) 1.50 2.70 4.87 80.4%

Recycled paper / Total Paper (%) 23.5% 47.0% 66.7% 42.1%

Environmental Performance Indicators*

2006 Goal Real �

Electricity Consumption per capita per month (KWh) 375 397.55 6.0%

Efficiency in Electricity Consumption (KWh/K¤) 40 33.62 -16.0%

Water Consumption per capita per month (m3) 0.63 0.78 23.8%

Annual Paper Consumption per capita (reams) 3.1 4.85 56.5%

Consumption of Recycled Paper (%) 50 46.96 -6.1%

2007 Goal Real �

Electricity Consumption per capita per month (KWh) 514 508.60 -1.1%

Efficiency in Electricity Consumption (KWh/K¤) 40 28.50 -28.8%

Water Consumption per capita per month (m3) 0.85 0.99 16.5%

Annual Paper Consumption per capita (reams) 6.20 6.29 1.5%

Consumption of Recycled Paper (%) 60 67 11.7%

* Per employee.

In the table above it can be seen that, in general, the established
goals have been achieved. In the case of water consumption, the
company considers that not having achieved the established goal
is related to the fact of the same being too ambitious, whereas
in the case of paper consumed, even though the goal has not
been achieved either, the result obtained was positive.

The direct benefits for PT Inovação, derived from a correct
management of its environmental impacts, are intangible and
difficult to quantify, with the exception of the benefits obtained
directly from inferior costs (derived, for example, of lower energy
consumption , when verified).

This way, it has been investing annually in the environmental
management system as is illustrated in the following table.

E. M. S. Costs in 2007 euros

Internal Resources Human 7,663

External Resources Human 3,006

Other 3,524

Total 14,193
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Environmental preservation _ environmental performance

Environmental Performance of PT PRO

PT PRO was the first PT’s subsidiary to have been certified in
accordance with three international standards, in terms of
quality (ISO 9001), environment (ISO 14001) and occupational
health and safety (OHSAS 18001). Being a company whose
customers (exclusively) are the remaining subsidiaries of the
PT Group, there was not any requirement or commercial
advantage in getting these certifications; therefore, these
certifications derive only from the will of the company in
regulating its processes guaranteeing the delivery of a quality
service, the minimization of environmental impacts and the
safety of all its employees.

Evolution of Energy Consumption giga joules

2005 2006 2007 � 07/06

Technical / Administrative Consumption 9,272 9,113 8,356 -8.3%

Fuel Consumption (petrol) 2,069 2,266 2,159 -4.7%

Fuel Consumption (diesel) 4,325 5,131 6,438 25.5%

Fuel Consumption Efficiency
(GJ/no. of vehicles) 56 54 61 11.3%

Total Consumption 15,667 16,510 16,953 2.7%

Analyzing the total energy consumption of PT PRO there was
a slight increase in relation to the previous year. This varia-
tion is essentially due to the increase of the fuel consumption
in 2007, namely diesel, resultant from the increase in the
number of vehicles of the company fleet last year. The values
presented comprise the totality of vehicles of PT PRO (vehi-
cles for personal use and for production).

On the other hand, it is possible to verify that the energy con-
sumption in the technical and administrative areas of the
company has been decreasing since 2005. In relation to the
previous year, in 2007 there was a decrease of about 8% in the
energy consumption of these areas, being the result of the
implementation of a set of actions leading to the minimiza-
tion of consumptions. These actions have resulted from an
energy audit performed by an external body that identified
and suggested improvement measures.

Evolution of CO2 Emissions tons

2005 2006 2007 � 07/06

Direct Emissions (Petrol) 149 156 149 -4.7%

Direct Emissions (Diesel) 319 379 475 25.5%

Indirect Emissions (Electricity) 1,128 1,108 1,016 -8.3%

Total Emissions 1,596 1,643 1,640 -0.2%

In spite of the increase in the number of diesel vehicles in
2007, which resulted in the increase of the associated
atmospheric emissions of about 25.5%, the total of the CO2
emissions of the company decreased slightly, mostly as the
result of measures of rationalization and minimization of
energy consumption implemented last year.

Water Consumption m3

2005 2006 2007 � 07/06

Total Consumption 11,509 9,980 11,680 17.0%

The water consumption increase evidenced in the table, was
due to extraordinary consumption (in the first quarter of 2007)
related to construction works/global refurbishing of the
building of this enterprise unit, as well as maintenance
interventions carried out at the water pumping unit, that
implied dredging the water duct system and tests in the fire
extinguishing network.

Waste Production

2005 2006 2007 � 07/06

Fluorescent Bulbs – recovery (kg) 173 230 190 -17.4%

Metal Waste – recycling (kg) n.d. 970 1,000 3.1%

Paper/Cardboard – recycling* 317 312 44,336 n.d.

PlasticWaste – recycling (kg) 85 69 180 160.9%

Urban SolidWaste
(undifferenciated) – incineration (m3) 1,056 1,058 1,054 -0.4%

REEE (out of use) – recycling (kg) 140 160 60 -62.5%

Toners and Ink Cartridges – recycling / landfill (kg) 438 265 263 -1.0%

Óils Used** – recycling (kg) 78 65 n.d. n.d.

* Paper and cardboard waste in 2005 and 2006 in litres (estimated). In 2007 it is presented in kg as it is

now weighed on a platform scale acquired by the company.

** No data available for 2007.
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Globally there was a reduction in the amount of waste produ-
ced in 2007. The verified stagnation, in the amounts of Urban
Solid waste produced, results from the fact that it is an esti-
mate and is based on the number of containers collected per
week by the Lisbon city council. On the other hand, the incre-
ase in the amount of plastic waste is due essentially to the main-
tenance works carried out in the building.

It should be noted that in 2007, PT PRO implemented a prac-
tice of segregation and disposal of plastic bottle caps in ade-
quate containers, designated “Protampinhas”. These are distri-
buted throughout the floors of the building, namely in the so-
called Spaces PRO and in the pantries. The collected bottle caps
are later sent to Valorsul and for each ton of covers achieved
the recycling of the same allows the delivery of a wheelchair to
an Institution of Solidarity.

For 2008, PT PRO has also contemplated in its Environmental
Management Program the creation of routines of controlled
disposal of plastic bottles, considering the creation of places for
segregation and deposition of plastic bottles and the acquisi-
tion and placement of containers in the predefined places.

In 2007, there were no fines or sanctions related to environ-
mental compliance.

The environmental data that result from the systematic follow
up that the company performs concerning its main impacts is
provided to all the employees, who also have the opportunity
(and responsibility) to contribute for a better global perfor-
mance of the company. For this purpose PT PRO organizes
employee awareness and/or training actions in the scope of
environmental management.

> Leaflets with generic information leaflets for employees
> Leaflets with generic information leaflets for employees

of temporary work companies
> Leaflets of generic information leaflets for suppliers
> Intranet updated periodically with news and information

of an environmental nature

Environmental Performance of TMN

TMN was one of the first companies in the Group to be
certified environmentally, similarly to PT Comunicações, as
the environmental impacts and the public perception that
society has of this company is significant for its performance.
The market segment where TMN develops its activity (mobile
communications) has grown steadily in recent years in
Portugal and, as the company is positioned as leader in this
area, the amount of produced waste (associated to the
products that it places in the market) has also increased.

On the other hand, there is still a public perception of the
danger associated to the electromagnetic fields generated by
telecommunications antennas. Although this negative
perception follows a decreasing trend, TMN keeps monitoring
periodically the antennas for which it is responsible, with the
aim of fulfilling all the national and EU legal requirements.
Moreover, it supports voluntarily the monIT program that
provides the public with all the essential information
concerning the levels of exposure to electromagnetic fields.

Evolution of Energy Consumption giga joules

2005 2006 2007 � 07/06

Administrative consumption 15,705 16,437 21,179 28.9%

Technical Area Consumption 271,124 328,575 273,661 -16.7%

Fuel Consumption (petrol) (1) 13,641 8,647 2,580 —

Fuel Consumption (diesel) (1) 14,616 18,735 9,169 —

Energy Consumption by suppliers in the
development of the company’s activity (2) 6,568 24,171 25,798 —

Total Consumption 321,653 396,565 332,347 -16.2%

(1) Consumption reduction in 2007 as vehicles for personal use are left out in 2007 whereas in previous

years its fuel consumption was included.

(2) Between 2005 and 2006, the calculus methodologies are different, so results are not comparable.

The value for 2007 (impossible to assess accurately) was estimated based on the increase in equipment

sales (mobile phones).

In energy terms, the company’s initiatives to reduce consump-
tions are visible in the total energy consumption that was
approximately 17% lower between 2006 and 2007. In the case
of the consumption increase in administrative areas, the jus-
tification is due to the increase in the number of attendance
positions (shops) last year.



The 17% reduction in the consumption of technical areas is
related to the implementation of 1,032 equipments of energy
consumption reduction for communication antennas
(DLCM's). This equipment allows the reduction up to 25% of
the normal antenna consumption and in 2007, TMN procee-
ded with its implementation in about one third of its antennas.

Evolution of CO2 Emissions(1) tons

2005 2006 2007 � 07/06

Direct Emissions (petrol) 941 596 183 -69.3%

Direct Emissions (diesel) 1,079 1,383 709 -48.7%

Indirect Emissions (electricity) 35,057 36,808 39,044 6.1%

Indirect Emissions (Diesel Distribution) 448 1,708 1,823 6.7%

Total Emissions 37,525 40,495 41,759 3.12%

(1) ) Emission Factors used for the calculation of CO2 emissions: Diesel – 0.0741 t CO2/GJ (for PCI: 43.3

GJ/t e Density: 0.850 kg/L); Petrol – 0.0693 t CO2/GJ (for PCI: 44.8 GJ/t and Density: 0.739 kg/L); Electricity

– 444.496 t CO2e/GWh. Calculus methodology used by IPCC; other sources used: EDP.

Although a great decrease in fuel consumption has been regis-
tered and in general total energy consumption has diminis-
hed in 2007, the emissions that derive from these consump-
tions have increased about 3.7% in 2007. This increase is rela-
ted to the fact that most emissions come from electricity con-
sumption (indirect emissions). It should be also noted that in
2007, we have also accounted for the production of gases CH4
and N2O as gases with greenhouse effect, converted into CO2.

Water consumption in 2007 was one of the environmental
indicators in which there was a significant increase (circa 12%)
compared to the previous year. This increase was due to the
opening of new attendance positions (shops) and to the increase
of the number of employees at the company headquarters.

Water Consumption m3

2005 2006 2007 � 07/06

Total Consumption 17,646 22,889 25,681 12.2%

Besides developing internal programs with the aim of mini-
mizing the waste produced (for example through awareness
sessions for employees) the company has promoted in 2007
awareness campaigns for its customers towards the recycling
and reuse of electric and electronic equipment.

Waste Production tons

2005 2006 2007 � 07/06

Batteries (mobile phones) for recycling 1.71 2.19 2.62 19.6%

Batteries (mobile phones) for reuse 2.46 3.24 3.81 17.6%

Batteries (other) for recycling 36.46 37.71 28.00 -25.7%

Fluorescent Bulbs – recycling 0.37 0.23 0.13 -43.5%

Óils Used – recycling 0.34 0.00 0.11 n.d.

Paper / Cardboard – recycling 199.73 120.08 203.64 69.6%

Paper / Cardboard – reuse n.d. 30.09 34.94 16.1%

PlasticWaste – recycling 27.00 17.77 28.96 63.0%

Solid municipal waste
(undifferentiated) – incineration 78.60 11,861.09 2.21 -100.0%

REEE (mobile phones) – recycling 0.31 0.04 0.37 825.0%

REEE (mobile phones) – reuse 19.95 22.97 26.34 14.7%

REEE (other) – recycling 9.69 40.17 3.60 -91.0%

Waste from Activity-supporting
Infrastructures – recycling 67.04 41.90 105.57 152.0%

Toners and Ink cartridges 2.04 1.42 1.21 -14.8%
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The variations registered in 2007, compared to the previous
year, in the produced amounts of waste can have different
justifications, being also directly associated to the amount of
products sold by the company. Thus:

> The production of battery waste depends on themaintenance
plans, occurring variations in function of the state of the
batteries that can be either recovered or reused. Moreover,
the variations also depend on the greater or smaller delivery
ofmobile phones and batteries for recycling. In 2007, specific
campaigns for customer awareness have been made that
have led to these values, such as for example the Exchange
Program by which the amount of mobile phones collected
for reuse has been annually increasing, thus avoiding the
production of electronic waste.

> The variation in the production of light bulbs (as waste) is
not controlled, as the decision for its replacement depends
on the use and state of the same.

> In the case of paper/cardboard, the company promotes the
reuse, whenever possible, of cardboard boxes for distribution
of products (the amount of reused boxes depends on the
state of deterioration of the same, thus making this indicator
difficult in terms of forecast. In 2007, the increase is also
related to the variations of product sales (7.1% increase).

Consumption of Materials tons

2005 2006 2007 � 07/06

Batteries (mobile phones) 106.30 29.83 32.75 9.8%

Electric and Electronic Equipment
(mobile phones) 361.37 126.76 135.90 7.2%

Activity-supporting Infrastructures 206.05 660.14 630.46 -4.5%

Paper / Cardboard 190.99 205.91 271.76 31.9%

Plastic 328.21 74.01 131.91 78.2%

Toners and Ink Cartridges 1.65 1.87 1.96 4.8%

Recycled Paper 9.88 60.37 99.96 65.6%

Recycled Paper (% in relation to total) 29.32 84.09 59.40 -29.4%

In a general way, the consumption of materials increased in
2007 due to the increase of sales of the company.

One of the particularities of TMN’s activity, in terms of envi-
ronmental management is related to transmission stations
impact. Besides the potential risks associated with the electro-
magnetic fields (whose monitoring is cited at the beginning
of the chapter) there are still impacts that can occur derived
from the interference of these stations in more sensitive pla-
ces, in terms of biodiversity. To assure network coverage in all
national territory it is necessary to place several transmission
antennas, sometimes in especially sensitive places. One of
the examples of how TMN manages this type of impacts can
be described as an ICN-supervised project by which the usual
places of nest building of storks are identified and possible
relocations of existing nests onto specific platforms built for
this purpose are studied.

On the other hand, in each implementation of a new antenna
TMN evaluates the associated landscape impact, opting prefe-
rentially for an existing local infrastructure or by sharing
infrastructures with other operators, to minimize the need of
construction of new structures for antenna installation. The
transmission stations where the antennas are located use air
conditioning systems whose noise emission can become a
significant nuisance and, therefore, TMN monitors the noise
generated and whenever necessary, it implements ways of
reducing either the noise or the propagation of the respective
vibrations in the structures of the buildings.

As an initiative of the company for the use of renewable ener-
gies and increase in the effectiveness of the energy efficiency,
a hybrid project on alternative power sources is already on
course that seeks to make transmission stations autonomous
in energy terms. The purpose of this project is to have on the
same station four energy systems available for use: (1) eolian
generators; (2) photovoltaic systems; (3) air conditioning sup-
ported on solar cooling and (4) fuelcells with own hydrogen
production.
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Relationship with Stakeholders

PT’s management takes into consideration the expectations
of the following interested parties, considering the strategic
importance that these assume in business continuity and
growth.

Throughout this chapter we disclose the approach, practices
and management performance that meet the expectations and
needs of the interested parties, identified in the table below:

Material Questions

Regulatory Entities

> Compliance with Legislation and Sector Regulation

Customers

> Service Delivery

> Claim Resolution

> Price Transparency
> Diversity of Offer of Products and Services

> Landscape Impacts

> Health Impacts

Suppliers

> Contract Fulfilment

> Transparency

> Business Equity

Financial Community

> Transparency and Accuracy in Information disclosed to Market

> Governance Model

> Financial, Social and Environmental Performance

> Fulfilment of Commitments with Shareholders

Society

> Environmental Impacts

> Digital Inclusion

> Transparency

> Competition

> Compliance with Legislation and Sector Regulation

Employees

> Organizational Changes

> Work Conditions

> Career Management

> Training

Media

> Shareholder Control

> Financial Performance

> Organizational Changes

> Conflicts with Customers

> Environmental Impacts

> Compliance with Legislation and Sector Regulation

> Technological Innovation
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Relationship with the stakeholders

Portugal Telecom is one of the largest listed Portuguese hol-
ding groups and its activity has repercussions both directly
and indirectly on the country’s economy.

Therefore, PT’s enterprise image management is performed
through the identification and segmentation of the most criti-
cal target groups for the development of its activity: financial
community, customers, employees, suppliers, media, regula-
tory bodies and community at large.

The interaction with each one of these target groups requires
availability, planning, rules and adequate communication
channels. Only this way, we believe it is possible to respect
each one’s expectations and simultaneously guarantee the
continued valorization of the company.

Corporate Identity

PT views the brand as a signature, which is associated to the
personality of its enterprise Group. It is an intangible com-
pany asset which should be managed to project company
values, attitude and commitments towards business and
society in general.

PT’s Code of Ethics and the attitude that guides its institutio-
nal and commercial relations are strong allies in building and
constant valorization of the brand and, consequently, in con-
solidating its identity.

Corporate reputation

Strategic Positioning | Relationship | Stakeholders

Perceived Image

Corporate Reputation

Value Creation
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For PT, brand image is the mirror of the emotional and ratio-
nal relationship that the company establishes with society in
its multiple interactions.

From PT’s viewpoint, the brand must reflect the characteris-
tics of its corporate personality and across all its businesses –
fixed and mobile – and, in this way, contribute to the adequate
positioning of the company in each market sector and society.

The value of the brand

The value of the PT brand, attributed by the European Brands Institute,
is Euro 2.11 million.

In accordance with the European Brands Institute that has
published for the first time, a study on the value of brands in
Europe, the PT brand had in 2007 a value of Euro 2.11 million,
taking first place in the ranking of brands at national level
and the 138th position in the European ranking.

The methodology of the study and its general conclusions can
be found on the website www.eurobrand.cc.

TMN and Sapo are included among the brands most trusted
by national consumers.

In accordance with the study “Trusted brands in Europe
2008”, carried out by the Selections of Reader's Digest, the
PT, TMN and Sapo brands are included among the 10 natio-
nal brands most trusted by the Portuguese consumers in 2007.

TMN is preferred by 47% of the consumers, and Sapo is pre-
ferred by 36% of the consumers. The methodology of the
study and the main conclusions can be found on the website
www.rdtrustedbrands.com.

PT is the most valuable Portuguese brand according to a study on the value
of brands in Europe. And TMN and Sapo are included among the brands most trusted
by national consumers.

Brand image

Brand Functions

> Identity and differentiation

> Identification of products and services

> Customer Attraction

> Retention

> Quality and Consumer Defence

Brand Valuation

> Economical

> Commercial

> Technological Innovation

> Social responsibility



The separation of PT Multimedia from the PT Group in 2007
was an enormous challenge for PT and the market in
Portugal. It was a year in which telecommunications custo-
mers in Portugal saw the offer as well as the market options
become wider and, therefore, PT has dedicated increased
attention to them.

It was a year of renewal and focus on the customer orienta-
tion strategy, by anticipating the market contours that would
come to total concretion in the last quarter of the year. The
widening of the services and solutions offer, customer mana-
gement and interaction platforms and quality programs in
customer care, have constituted some of the main subjects on
the management agenda of the Group’s business units.

In the home market, PT has 4.2 million customers on the
wireline network, 0.65 million in broadband ADSL and 6.2
million customers on the mobile network.

Offer Diversity

The offer of products and services throughout the year was
characterized by the launch of the integrated offer of telep-
hone, Internet and television on the fixed network – meo.

Supported on the xDSL network, the television solution provi-
ded makes use of the VOD services and high definition chan-
nels, allowing customers access an extended set of channels,
pay per view (video renting), to stop an emission in direct, to
have access to the up-to-date channel programming and to
personalize the programming.

It was a year also characterized by an offer based on fixed and
mobile network convergence, namely with solutions adapted
to the residential, SOHO and SME market segments. In this
area the following solutions should be highlighted: Sapo
mobile – www.sapoadsl.pt/internetmovel.html – and Office
Box – www.tmn.pt/portal/site/negocios.

In order to assure tariff transparency in terms of the acquisi-
tion, subscription and use of its services, PT publishes the
respective prices online and provides simulators so that each
customer is able to select the most convenient solutions for
his specific needs and characteristics.

PT’s products and services are subject to rigorous tests in
order to guarantee the health and safety of its users and, for
each one, a manual of procedures and/or labels is provided
with the specifications for its adequate use and how it should
be disposed of whenever this is replaced and/or discontinued
by its users.

During 2007 there were no incidents related to the use of PT’s
services and products.
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Relationship with the stakeholders

Customers

Customer focus Hot topics in 2007

Customer care and relationship
Customer management platforms
Adjust offer to the market
Service installation and fault repair

To know the market needs
To personalize customer
relationship
To innovate the market offer
To offer quality services
To guarantee the continuity
of service delivery
To ensure transparency
and honesty
in the commercial relationship
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Respect for customer privacy

Confidentiality and security of consumer data, access and traf-
fic protection to the database information, as well as confi-
dentiality of telecommunications content, are areas safeguar-
ded by PT in order to respect the freedom and basic rights of
each individual.

PT follows the national legislation scrupulously, which is very
detailed and specific concerning this subject, as well as the
European and American legislation. Moreover, PT performs
legal reviews to all the identified situations capable of rende-
ring the protection of personal data more vulnerable, as well
as regular audits with the support of security specialists.

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

Content security and protection

Currently, the proliferation of contents online and on televi-
sion, has caused concern about its improper use on part of
certain layers of the population with lesser critical and/or
selection capacity.

Conscious of this fact, PT has launched initiatives whose goal
is to raise the awareness among the population for the res-
ponsible consumption of contents, and also provides utiliza-
tion manuals, equipment and software for parental control.

In 2007, we proceeded with the application of the Code of
Good Practices in Commercial Communication with Minors
promoted by APAN and signed by PT in 2005. And, also with
APAN, we became part of the European programMedia Smart
(to be implemented in schools throughout the country).

Customer communication

The customer – PT relationship has become a responsibility
of all the Group’s employees, regardless of the type of func-
tions and/or responsibilities held in the organization. PT
wants to be recognized as the national company that better
serves its customers – and this is a daily work of devotion,
persistence and commitment to the future.

To place customer satisfaction at the centre of the activity of every employee
in the organization, was a design strongly pursued by PT over last year.

�
�

�
�

Communication channels

Customer Portal Call centres

Website Focus group

Shop and Agent Network Satisfaction surveys

Commercial managers Advertising campaigns

Employees Bill

Newsletter

CommunicationPT Customer
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Relationship with the stakeholders _ customers

Customer Care

2007 saw the preparation of the instruments that will be at
the base of the practices that give sense to the customer orien-
tation concept and that will contribute to improving a critical
area identified in the surveys to this stakeholder – attendance
and treatment of claims.

In this context, the Attendance Quality Program along with
the Project of Revision, Harmonization, Simplification and
Humanization of the Attendance Communication began, with
the goal of creating the necessary instruments for the appro-
ach of each PT employee to each one of his customers. It is a
program made up of 3 complementary initiatives.

Customer on the line: every day when arriving at their
workplace and throughout the work day, PT employees will
know how many customers are contacting the attendance
services, what is the average time of each call and which are
the critical zones.

I Solve: any PT employee will be able to receive a request or a
claim from a customer, friend, elative or acquaintance and
solve the situation as promptly as possible.

Close to the customer: all the employees will be integrated in
a program of direct contact with customers. Managers,
technicians and employees will fulfil a work agenda in several
point-of-sales and attendance positions of the company, acting
as front line professionals.

Along with this new approach to customer attendance, PT
keeps its customer attendance centres available 24 hours per
day, 365 days per year and whose contacts are available on the
corporate website of the Group.

It also makes use of a network of shops and authorized agents
covering all the geographic zones of the country and of a net-
work of commercial managers whose mission it is to identify
the needs and expectations of the business customers assig-
ned to them.

Through the attendance lines, customers can interact with
the business units of the Group, being able to subscribe servi-
ces, present claims, give suggestions, define usage profiles,
see invoices and the current account.

Attendance

Total contacts received/ 1,000 customers (monthly average) 344

Contacts attended to (monthly average) 89.2%

Service Installation

Total installation requests (monthly average) 47,666

Bookings missed (monthly average) 6.5%

Claims

Total claims received/1,000 customers (monthly average) 16.2

Time spent treating each one – days (monthly average) 4.5

Faults

Total faults reported/1,000 customers monthly average) 24.9

Time spent repairing each one – days (monthly average) 1.9
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Customer relationship management

With a large customer base, PT knows that the success of the
relationship with each one depends on the quality of the infor-
mation it records on the respective consumption profile, the
capacity of evaluation of this information and of interpreta-
tion of market expectations vis-à-vis the Group. In 2007, with
PT Multimedia’s foreseeable separation, this concern became
even more important.

Over recent years, PT has been implementing a set of good
practices in customer relationship which are based on the
lifecycle management of each one, in order to materialize the
dual approach maximization of shareholder value / maximi-
zation of customer satisfaction.

From this perspective, customer management obeys the 4
basic pillars, based on the Peppers & Rogers methodology:

Considering the legal framework that telecommunications acti-
vity is subject to, each PT business unit makes use of a
Customer RelationshipManagement (CRM) platform, that con-
tains each customer’s specific characteristics and expectable
short and long term value. These platforms are in a process of
adaptation to the new market reality, aggregating new functio-
nalities that will be concluded and available during 2008.

During 2007, among the customers who have shown their
wish to dispense with the services of the company, PT got a
2% retention rate.

Apart from these CRM platforms, PT has opted to regularly
survey the market in order to collect its perceptions and the
expectations relative to PT’s activity.

These surveys evaluate the customers’ satisfaction level and
comprise all market segments, obeying the following generic
criteria:

Segments surveyed
> Residential Customers
> Business Customers

Types of survey
> Global satisfaction
> Welcome call
> Complaint resolution
> Fault Repair

External, idoneous, with recognized experience on the mar-
ket, market research entities conduct these surveys in order
to get accurate, neutral and impartial information as a valid
base for the decision-making processes and the introduction
of corrective measures. The methodology adopted in these
surveys uses statistically significant samples for each market
segment. The global results collected in 2007 present the follo-
wing profile:

Satisfaction Index (scale from 1 to 10)

Wireline Mobile

Residential 6.8 7.3

Business 6.8 7.2

Customer management
Identify / Know To have available information to characterize

each customer’s needs

Differentiate To create solutions suitable to each one’s needs

Interact To dialogue with the customers better
to perceive its needs

Personalize To respect each customer’s individuality
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Relationship with the stakeholders _ customers

Advertising campaigns

The advertising campaigns of PT’s business units try to res-
pect the beliefs and the values of the target public besides
giving accurate information on the features and ways of use
of the services/ products being promoted.

In every campaign coming out there is one or more contact
alternatives – an electronic address, a site and/or a telephone
number – through which the customer or potential customer
will be able to clarify doubts, request detailed information or
subscribe the product /service promoted.

In order to safeguard the interests of young people, PT has
been applying the Code of Good Practices in the Commercial
Communication for Minors from the Portuguese Advertisers
Association, signed in 2005. This code foresees a set of sanc-
tions applicable to the subscribers that violate it and prescri-
bes, among others, two basic principles:

> advertising must be legal, honest, decent and true and must
be seen as part of the sustained development process of
minors as current and future consumers;

> advertising must be unequivocally recognized as such,
whatever the means of dissemination.

Messages used in campaigns are built in a conscientious and
responsible way, appealing to the benefits of the brand, of the
product and/or service. Messages, establishing comparisons
with the competitors or evidencing situations capable of
damaging the effective values and beliefs in the Portuguese
society, are avoided.

Last year, PT was not the object of any controversy related to
any communication campaign developed.

Products and services commercialized by PT provide instruction
manuals and/or labels explaining the correct use of the same.

During 2007, the PT Group spent Euro 147.2 million on mar-
keting and advertising campaigns.

Means of payment of the Group’s services

Easiness, convenience, comfort, clarity and transparency are the
values that PT wants to guarantee to all its customers through
the invoice and the multiple means of payment available.

Means of payment

> PT shops
> Post office
> ATMs
> Bank Transfer
> Electronic Bill

On PT’s invoices customers may find their consumption as
well as the amounts corresponding to the service delivered.

Since 2005, customers may also use the electronic invoice, a
legally valid document, replacing paper invoices with Internet
consultations. The electronic invoice is available online for a
3-month period, and it is sent out in electronic format after a
valid email address has been indicated.

Customers’ Council

Considering the changes of market framework that PT has been
subject to, this project has not started yet.

Its objective will be to hold periodic meetings between the busi-
ness-related members of the Executive Committees and a set
of customers to create a constructive forum for the discussion
of ideas, reflection, exchange of opinions, identification of
actions to improve the quality of service and identification of
new products and services suitable to emerging market needs.
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The financial community demonstrated high levels of interest
for PT throughout the year of 2007. The outcome of the unso-
licited takeover bid that the company was subject to since
February 2006 and that was rejected by the shareholders at a
General Shareholders meeting in March 2007, and PT
Multimedia’s spin-off whose process of conclusion occurred
at the beginning of November 2007 with the distribution to
PT’s shareholders of its participation in that society, were the
events that have marked the increased interest of investors
and analysts over the last year.

The financial community that PT has a relationship with
incorporates the shareholders and investors (reference inves-
tors and small shareholders), and the analysts from the invest-
ment banks and consultancy companies who support them
through studies and national or international benchmarks.

The dialogue established with this community is permanent
and based on the accuracy and transparency of the informa-
tion disclosed be it of strictly economic-financial nature or of
a social or environmental nature.

The financial community’s expectations have undergone an
evolution over the last few years with an added need for more
information contributing to explain PT’s financial and opera-
tional performance.

Therefore, besides the Annual Report and the quarterly
reports, PT has started to disclose information about its direct
and indirect impacts on society, publishing information about
its economic, environmental and social responsibility perfor-
mance through the Sustainability Report and the surveys in
which it participates.

Globally, in 2007, PT held 204 meetings with analysts and
investors, of which 174 occurred in the scope of road shows
and conferences and the remaining remains 30 were held at
the company’s headquarters, presentially or via conference call.

Financial Community

Relationship with the financial community

Segments

Shareholders and investors

Reference investors

Small shareholders

Analysts

Financial

Sustainability

Forms of relationship

> General Shareholders Meeting

> Website – www.telecom.pt

> Annual Report

> Sustainability Report

> Surveys

> Road shows

> Teams specialized in dialogue

> Press releases
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Relationship with the stakeholders

Principles, duties and norms of behaviour
in the relationship with the market

The behaviour pattern assumed in the relationship with the
market is aligned with PT Group’s principles and values,
identified and published in its codes of conduct.

Code of Ethics

The code formalizes the principles orienting employees’ behaviour.

The following aspects should be highlighted:

> Behaviour following rigorous principles of honesty, integrity,

dignity, professional correction and diligence, exemption

and equity;

> Observance of a duty of loyalty to the PT Group company to

which one is attached, committing to safeguard its credibility

and good image in every situation, safeguarding its prestige.

The employees must still act with verticality, exemption

and objectivity in the analysis of business decisions taken

on behalf of their companies;

> Scrupulous fulfilment of the legal and regulatory rules applicable

to the activity of the group namely those relative to the secrecy

of the communications and the information one has access to;

> Principle of loyalty to PT Group’s companies, having the

employees to commit to safeguard its prestige and the scrupulous

fulfilment of the legal and regulatory rules applicable to the

activity of the group, namely in what concerns the obligation of

secrecy relative to the relevant information that has not yet been

publicly disclosed and that may influence the stock quotes;

> Fulfilment of the limits of the responsibilities assigned;

> Fulfilment of certain rules in the relationship with suppliers,

competitors, shareholders and regulatory entities.

The Code of Ethics is available at www.telecom.pt

Code of Ethics for Financial Officers

Approved since 2004, the Code of Ethics for Financial Officers came

to strengthen the importance of the specific ethical norms applicable

to all PT’s employees who are, directly or indirectly involved in

the elaboration, analysis and disclosing of financial demonstrations,

press releases or any other information to disclose to the markets

related to any of the entities integrating the PT Group.

This Code strengthens the principles of honesty and responsibility

and regulates aspects such as the report of the conflict of interests,

capability and professionalism, professional secrecy, the fulfilment of

the laws applicable to PT Group and responsibility for the disclosing of

information. Its scope was made known to all the relevant employees,

by means of annual signature of a declaration of fulfilment.

This Code is also available at www.telecom.pt
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Investment banks and analysts who
issue opinion about PT

Banif Teresa Martinho

BBVA Ivon Leal

Bear Stearns Jonathan Dann

Bernstein Mark Cardwell

Blue Oak Capital Guy Peddy

BPI Ricardo Seara

Caixa BI João Fidalgo

Cazenove Mitchell Collett

Citigroup James Rivett

Credit Suisse David George

Dresdner Georgios Ierodiaconou

Espírito Santo Cristina Fonseca

Exane BNP Paribas Mathieu Robilliard

Execution Andrew Hogley

Fidentiis James Mckenzie

Goldman Sachs James Sawtell

HSBC Steve Scruton

Ibersecurities Agustin Alberti

ING Javier Borrachero

Natixis Securities Benoit Maynard

JP Morgan DavidWright

Lehman Brothers Christian Kern

Lisbon Brokers John dos Santos

Merrill Lynch Jesus Romero

Morgan Stanley Luis Prota

New Street James Ratzer

Santander Investments Pablo Eguiron

UBS Bosco Ojeda

Corporate Social Responsibility and/or
Sustainability Analysts

AIS Iliyana Hristova

EIRIS Aranzazu Romero

Euronatura Ana Rovisco

KPMG Cristina Tomé

OEKOM Research Kristina Rueter

Pricewaterhouse&Coopers Rui Loureiro

SAM Group Christophe Churet

Trucost Anastassia Filimonova

VÍGEO Group Linda Ammar

Main indexes that include PT

Euronext 100

PSI 20

PSI Geral

FTSEurofirst

FTSEurofirst 80

FTSEurofirst 300

FTSEurofirst 300 Telecom

FTSEurofirst 300 Eurozone

FTSEurofirst 300 Euro Telecom

FTSE 4 Good

Dow Jones Stoxx 600 Telecom

Dow Jones Stoxx Large 200

Dow Jones Stoxx Total market Index

Dow Jones Stoxx TMI Fixed Line Telecom

Dow Jones Stoxx TMI Large

Dow Jones TMI Telecommunications

Dow Jones Stoxx TMI Value

Dow Jones Stoxx TMI Value Large

S&P Global 1200

S&P Global 1200 Telecom

S&P Europe 350

S&P Europe 350 Telecom

S&P Euro 350

S&P Euro 350 Plus

MSCI Pan Euro

MSCI Euro

Wisdom Tree International Communications
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Relationship with the stakeholders _ financial community

Shareholder structure

Qualified holdings on 31 December 2007

Institution No. of shares %

Brandes Investments Partners 98,942,096 9.65%

Telefónica 93,915,644 9.16%

Grupo Banco Espírito Santo 91,311,811 8.90%

Grupo Caixa Geral de Depósitos 65,341,768 6.37%

Ongoing Strategy Investments 60,404,969 5.89%

Telmex 38,460,000 3.75%

Fidelity 23,592,185 2.30%

Grupo Barclays 23,216,664 2.26%

Capital Group Companies 22,996,339 2.24%

Credit Suisse 22,683,484 2.21%

Grupo Visabeira 22,667,473 2.21%

Controlinveste Comunicações 22,284,551 2.17%

The raw dividends per share in the last five exercises were as
follows:

2007 > Euro 0.575*

2006 > Euro 0.475
2005 > Euro 0.475
2004 > Euro 0.35
2003 > Euro 0.22

* approved at General Shareholders Meeting in March 2008

Prizes and Distinctions

The quality of the activities in the scope of investor relations
was once again considered as a reference by the financial com-
munity, at national and international level. At international level,
PT was distinguished in the IR magazine 2007 Continental
Europe Awards with two prizes:

> Best Investor Relations Officer (Small and Medium Cap)
> Best Investor Relations of Portugal

At national level, PT was awarded three prizes at the 2007
Investor Relations Awards organized by Deloitte, Diário
Económico and Semanário Económico. The prizes received
were the following:

> Best CFO in the area of Investor Relations
> Annual Report, non-financial sector – Honourable Mention
> Best Investor Relations Officer – Honourable Mention

Geographic distribution (%)

Portugal 32%

UK/Ireland 13%

EUA 26%

Continental Europe 23%

Other 5%
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The people within each organization, have been assuming a
fundamental importance for management, as their capacity
of adaptation to market changes and of innovation in the use
of the work instruments, contribute decisively to making the
difference and, consequently, to the positioning of each com-
pany in society.

In fact it is the employees, with their attitude, skills and degree
of involvement with the organizations where they work that,
more and more, constitute the main factor of differentiation
and competitiveness of companies in the global market. They
are, therefore, an asset that should be managed in terms that
exceed the mere fulfilment of the stipulated quantitative goals
for each business.

The technical and behaviour skills, along with the academic
background and professional experience of each one, are
aspects that are becoming prominent on PT’s management
agenda that some years ago identified its human resources as
a strategic asset.

PT’s human asset management takes into consideration the
Portuguese law, the human rights related principles of the
United Global Nations Compact and the social responsibility
principles of UNI (Union Network International).

The year of 2007 was marked by deep changes in the frame-
work of PT’s businesses, due to the shareholder remunera-
tion commitments made during the conclusion of the PTO
process, and PT Multimedia’s separation from PT’s busines-
ses and the foreseeable greater competitiveness in the sector
in Portugal. It was therefore a year in which the human asset
management models have been subject to a process of deep
reflection and adaptation to the new market characteristics
and whose operationalization will come into effect in 2008.

PT has been recognized since 2005 as the most family-friendly
Company, in accordance with the criteria evaluated by AESE
and Deloitte related to good practices of human resource
management, family policies, social benefits and professional
support.

In 2007, the main PT subsidiaries obtained the certification
of their management systems in the Occupational Hygiene,
Health and Safety area, in compliance with OHSAS 18001.
PT’s employees received specific training and participated
actively with the teams assigned in each business unit of the
Group to manage this area.

Employees
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Human Asset Management Model

Codes of principles and agreements

Code of Ethics

Code of Ethics for Financial Officers

Company agreement*

United Nations Global Compact principles

Union Network International Code

ETNO Sustainability Letter

Labour legislation

Management and Evaluation Tools

Organizational Climate Survey**

Individual Performance Analysis system

(objectives / management and technical skills)**

Employee Portal

Feedback meetings

Development instruments

Recruitment model

Welcome programs

Mobility programs

Training programs

Business Intelligence System

Talent retention programs

Corporate Intranet

Benefits

Working time flexibility

Health Plans

Cultural, leisure and eating spaces

Internal communication channels

(intranet, newsletter, help line, sms, e-mail)

PT Club

Discount card for purchasing services

Social Support Association

End of career support

Means of relationship with the employees

Employee portal

Performance.pt**

Feedback meetings for performance evaluation

Corporate Intranet

É Directo (helpline)

Workers’ Commission, Unions and Paritary Committee

Internal magazine and newsletter

Organizational climate survey**

Welcome Program
* The company agreement applies by default to all employees and, among others aspects, assures the

equality of opportunities, the equity of remunerations for identical functions between men and

women, the health and security protection and the minimum periods of time for communication of

any work-related change.

** These instruments have been subject to re-evaluation during 2007; therefore, the results are

incomplete and should not be taken into consideration.
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Employee profile

PT’s employees have the following profile:

Portugal

2005

2006

2007

Rotation -18%

13,100

12,666

10,338

International

2005

2006

2007

Rotation -6%

19,298

19,392

18,300

Business

Wireline

Mobile Portugal

Mobile Brazil

Other businesses

6,354

1,144

2,800

18,340

Gender* (%)

Men 62%

Women 38%

Rotation Men -19.7%
RotationWomen -16.2%

Managers* (%)

Men 72%

Women 28%

* In Portugal.

Contract type* (%)

collective permanent contract – 58%

individual permanent contract – 35%

individual fixed term contract – 7%

Age Average* 41 years

Absenteeism in the main companies* 3.05%

Dismissed with just causea) (violations of the Codes of Ethics
related with fraud, lack of fulfilment of working instructions,
and violation of the equipment of colleagues) _ 4

a) In 2007 there were no cases related with discrimination at the working place or corruption

Employee Reduction Program* – decrease of 1,004 employees
(resultant from mutual agreements between the company,
the employee and the employee representatives)

Average Term in Service* (anos)

2005

2006

2007

16.4

14.7

15.1

Disabled*102 _ 1%

Unionized* 48%
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Employee management and evaluation

The strategic Human Assets management is based on the
Individual Performance Analysis model – Performance.pt –
and intends to contribute to create alignment within PT
Group, with strategical and competent teams and with emplo-
yees who know the businesses and technologies, their indivi-
dual objectives, their individual development plan and their
career perspectives.

This model includes ascending, descending and self-evalua-
tion and feedback meetings between the unit head and the
employee. This platform is on-line on PT Group’s corporate
Intranet, making it possible for each employee to monitor
his/her performance over the years.

The model comprises the following areas:

Individual performance analysis model

Processes

Forms

Creation of a new year

Intermediate evaluation

Year end

Calculations

Data Loading

Structures

Indicators

Data update

Parameters

Indicators

Skills

Training

Team survey

Bonus Matrices

Reference Remunerations

Weights

Data

Graphics and evaluator reports

Graphics and global reports

Complementary support information

In 2007, due to the need to adjust employee management and
evaluation to the contours that the market would later assume,
the process of performance evaluation was interrupted, sub-
ject to a revision and an adaptation to the new reality.

Management has involved all employees in the definition of
the new challenges that the company and the respective busi-
nesses will have to face, through meetings among the top
management and top down, with the various organizational
structures and existing skills in the organization.

Organizational climate

To ask in order to get answers, to hear in order to understand,
to analyze in order to improve. These have been the basic
foundations of the Employee Satisfaction Survey that celebra-
ted, in 2006, five years of existence and became part of PT
Group’s culture

Carried out in every PT subsidiary, the results of this survey
have contributed to adjusting the human assets management
to the strategy of the Group.

Considering the stabilization of the data obtained in the last
employee surveys and taking also into consideration the new
market and skills requirements in the organization, this study
was not carried out in 2007, having been subject to a process
of re-appreciation and adaptation to the positioning that the
company will adopt. It is to be expected that the results of the
revision of the model will come out in 2008.

The results of the Employee Satisfaction Surveys denote a
supported evolution of the organizational climate: with a
spontaneous participation stabilized at 60% and an average
satisfaction index of 6.9 (on a scale of 1 to 10).



63Portugal Telecom | Sustainability Report 2007

Average by analyzed area

Group image 7.2%

Image of the company where you work 7.3%

Communication Processes 6.7%

Working environment 6.8%

Leadership 6.9%

Performance evaluation system 7.2%

Fulfilment of individual expectations 6.1%

Market Positioning 7.1%

Ethics and social responsibility 6.8%

Training Programs

In recent years, PT has invested heavily in employee training
seeking to attract, to develop and to retain the best technical
and behavioural skills on the market and in the company.

The path covered over the last years has made it possible to
optimize the relationship cost vs benefit of the training pro-
gram provided to the employees. Last year, this equation pre-
sented the best result of the last few years.

In 2007, the technical training was privileged. Training as a
whole has the following profile:

Employee adhesion to Survey (%)

2003

2004

2005

2006

46%

56%

63%

60%

Organizational climate (on a scale of 1 to 10)

2003

2004

2005

2006

6.5

6.7

6.9

6.9

Training investment (Euro million)

2006

2007

4,890

2,775

Participants vs employee universe (%)

2006

2007

86%

79%

Average training time per participant** (hours)

2006

2007

36.6

44.7

No. of training actions

2006

2007

3,263

3,618

Type of training (%)

B-learning 1%

E-learning 20%

Presential 79%

Training Area (%)

Technological 29%

Information Systems 23%

Languages 1%

Management 4%

Commercial and marketing 11%

Behaviour 7%

Academic 7%

General* 18%

* A general training includes, among others, areas related to application of codes of conduct, environmental

practices and occupational hygiene, health and safety – between 2006 and 2007, 60% of employees have

received training on the Code of Ethics and anti-corruption practices.

** Throughout 2007, PT proceeded to the change of employee categories. Consequently, the discrimination

of training by category is not available.
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Talent attraction, retention
and development programs

People represent the most valuable and differentiating asset
of an organization and a decisive factor of competitive advan-
tage and value creation. These are the reasons why PT has, in
the scope of the Strategical Human Resources Management,
invested continuously in initiatives that seek continuous talent
renewal and optimization.

Recruitment Programs

Supported on high rigour and demand principles, both inter-
nal and external recruitment actions are implemented based
on skills diagnosis and on the prospective analysis of busi-
ness evolution.

Internal Recruitment

It is a privileged instrument for the promotion of mobility
and development seeking to maximize, for both employees
and the Group, the opportunities generated by its diversity
and dimension.

External Recruitment

It is assured through actions of direct recruitment of candida-
tes at the schools and the reinforcement of the company –
school link, translated into initiatives such as training stages
and support to the elaboration of academic works.

“Top – Students” and “Trainees” Programs

It is an annual program that seeks to identify and attract young
people with high potential at the Portuguese top universities.

The fact that they allow the acquisition of new knowledge and
new ways of thinking the business gives these a role of cataly-
sing in the refreshment and expansion of skills for the remai-
ning employees of the Group.

In both programs special emphasis is given to the welcome,
integration and training sessions. The initially identified
potential is subject to a program of practical application and
is evaluated through mechanisms that evidence the consoli-
dation of the knowledge adjusted to the reality of the com-
pany. This process is subject to a permanent evaluation and
feedback that assesses the performance level and development
potential of the young people integrated in these programs.

Technical Academies

Their goal is to attract highly qualified young professionals to
the technical areas in the domain of the Information and
Communication Technologies.

The need to reinforce and rejuvenate these areas, endowing
the Group with the skills required by the strong and perma-
nent technological evolution and business growth brought
this program about.

Supported on 12 month long training programs, they include
a period of theoretical training and, later, on-the-job training
along with a process of systematic follow-up.

JEP Program

The participants in this Program receive tools and space in
order to develop management, leadership as well as soft skills.
It is designed to be practical, participative and highly adjusta-
ble to the professional commitments of the participants,

It seeks to contribute to the training of a generation of execu-
tives where the relevance of the personal and social skills is
clearly assumed.

The Program is supported on several methodological approa-
ches (case-studies, workshops, and sessions with reference
professionals, among others) and requires the active involve-
ment of its participants.

Participants and Program are continuously monitored and the
analysis of the results is used for improvement introduction.
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Mobility

In functional and geographic terms, it constitutes a natural
evolution and value creation process for both employees and
the Group.

Mobility is indissociable from a formative and evolutional
path of excellence, being therefore regarded as a desirable fac-
tor of personal and professional valorization through the con-
tact with different activity areas and businesses and, namely
in the case of international mobility, with distinct enterprise
and cultural contexts.

International Consultancy Program

Its goal is to supply the needs of support to the International
Operations, in transversal projects, promoting the internatio-
nalization for a short period.

It usually involves a multidisciplinary and international group
of top-performing employees , endowed with specific skills
and that participate in the development of a specific Project,
for a limited period of time.

SWAP Program

Its goal is to provide the acquisition of new skills and expe-
riences by its participants and, simultaneously, the knowledge
transfer, the creation of synergies and dissemination of the
best practices in the various companies of the Group.

It is also a mechanism facilitating networking and new chan-
ces of career.

It assumes the direct exchange of employees who exercise
similar functions in different companies/geographies, and its
duration is previously established, between 3 and 12 months.

Digital inclusion of employees and their families

Centre of skills recognition, validation and certification

Constituting qualification a key factor for more economic
growth, more employment and more social cohesion, Portugal
Telecom, the Ministry of the Education and the Ministry of
Labour and Social Solidarity, have signed an agreement for
the creation of a centre of skills recognition, validation and
certification.

During 2007, 604 PT Group employees saw their skills, acqui-
red throughout their professional life, recognized and certified.

Crescer (Grow up) Program

Through this project, PT awards scholarships to the children
of employees on lower incomes. The goal of this program is
the development of individual skills and the education of the
children of the employees with fewer financial resources, con-
tributing in this way to fight info-exclusion.

In 2007, 346 scholarships were awarded.
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Occupational Safety, Hygiene and Health

PT ACS is a not-for-profit association, legally equalized to
Private Institution of Social Solidarity, based on one of the PT
Group’s reference values, Social Responsibility.

Its fundamental mission is to contribute to Health Promotion
and Protection and for Quality of Life improvement. In this
context, PT ACS has the responsibility of ensuring the volun-
tary access of the generality of the workers of the Group and,
in certain circumstances, of their children and spouses, to a
vast network of healthcare providers, promoting integrated,
continuous, effective and efficient care.

Health as a right, as a part of PT’s Social Responsibility, con-
fers to PT ACS the obligation of acting as an entity that,
through healthcare management and promotion to PT’s
employees – keeping and improving, whenever possible, the
global quality of the services delivered – contributes to raise
their levels of satisfaction, promotes a climate of well-being,
thus being an instrument of Human Assets attraction and
retention in the Portugal Telecom Group.

PT ACS has equally promoted, throughout its 12 years of exis-
tence, Prevention and Quality programs and active policies,
whose main goal is to promote healthcare measures for its
beneficiaries. As an example, there is the annual breast can-
cer screening campaign, since 1999, or the SOS Healthful Life
Program, implemented in 2007, concerning the most frequent
risk factors that may affect the company’s employees, promo-
ting the adoption of healthful habits. This Program has the
workplace as starting point, which is a privileged point of
intervention, because of the amount of time that people spend
there, or the possibility to intervene on factors that directly or
indirectly contribute to the physical, psychicological and social
well-being of each individual.

Assuming that health promotion contributes to the enrich-
ment and the consolidation of the Enterprise Culture, the SOS
Healthful Life Program development is translated into the achie-
vement of significant added value for the companies, namely:

> Health and well-being promotion
> Absenteeism reduction
> Productivity increase
> Strengthening of the employees’ feeling of belonging to

the organization
> Work accidents reduction
> Company image improvement

PT ACS’s activity is characterized by these two aspects:

> Health Plan Management;
> Delivery of Occupational Safety, Hygiene and Health

(OSH&H) Services

Health Plan Management

In 2007, PT ACS managed the following health plans:

> PT Comunicações Health Plan;
> Corporate Health Plan – Type I;
> Corporate Health Plan – Type II;
> PT-SI Health Plan;
> CTT Health Plan;
> Marconi Health Plan;
> DCSI Health Plans I and II;
> Multicert Health Plan.
> SIRESP Helath Plan

At the end of 2007, 105,622 beneficiaries were enrolled, with
an age average of 46.4 years.
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Health care providers

The clinical body of PT ACS is distributed all over the country,
covers 47 specialties, includes 8,768 providers and has a pro-
vider vs beneficiary ratio of 1 to 12.

Clinical Centres

PT ACS has a network of 9 clinical centres located in Braga,
Coimbra, Faro, Lisbon, Porto, Almada, Castelo Branco,
Funchal and Ponta Delgada.

In 2007, we had:

> 122,942 medical consultations
> 43,784 nursing acts
> 33,259 complementary examinations

With the following results:
> Occupation rate – 88.1%
> Beneficiary satisfaction rate* – 86.3

Delivery of Occupational Safety,
Hygiene and Health Services (OSH&H)

The delivery of OSH&H services by PT ACS comprises a
universe of 36,374 employees from several companies, from
within or without PT Group, having carried out 21,053 health
examinations in 2007.

* Obtained through non-random sample.

Cornerstones of the OSH&H services

Occupational Health

Through health examinations to all the working population in order to

satisfy at least the requirements defined in the applicable legislation.

Occupational Safety

Through the analysis and treatment of work accidents, programs

for the prevention of occupational hazards, internal safety

inspections, production of several supports to the activity and

training/information actions.

Occupational Hygiene

Through audits for the identification of the risks deriving

from the exposure to chemical and biological physical agents

and the evaluation of the environmental work conditions.

Ergonomics

At the level of the conception and evaluation of the work places,

environments and systems, in order to make them compatible with

the needs and skills of the employees.

Coordination of OS&H in Construction

By producing Occupational Safety and Health Plans or

Safety Procedures leaflets in the construction works, as well

as carrying out audits of compliance verification.

The certification processes in OS&H, which currently constitute

an essential reference in the social responsibility and sustainable

development policies have contributed, on a large scale, to induce

the execution of the OS&H policy, prevention planning, risk

evaluation and definition of control measures.

The conception and monitoring of training actions on OS&H, either

by room training or by preparing e-learning material, also showed a

remarkable increase from 16 actions, in 2006, to 30 actions, in 2007.

Evolution of the no. of beneficiaries

2006

2007

108,080

56,561

105,622

55,052

Beneficiaries by Type (%)

Titular Members 52%

Spouses 24%

Ascendents 1%

Descendents 23%
� Total

� PT Group



Besides preparing a few Procedures Manuals, PT ACS has
conceived some adequate support material adequate to the
different information strategies on specific risks.

The importance of the occupational safety and health process
coordination with the environment came to strengthen PT
ACS’s intervention in what concerns its contribution in the
measurement of some relevant environmental parameters.

The project of environmental noise measurement, in the PT
Comunicações buildings, executed throughout 2007, seeks, in
the scope of the company’s Environmental Management
System certification process (NP EN 14001), to evaluate the
impact that the production of that physical agent, derived from
the activity developed by the company, originates from the
environment, aiming to implement improvement measures
if necessary.

The quality of service survey, based on the analysis of the
information collected through non-random samples, demons-
trates once again a good degree of customer satisfaction in
the various activity domains of the Association, natural conse-
quence of the maintenance and consolidation of the evaluated
parameters. This work seeks to evaluate the quality of the ser-
vices delivered compared to the users’ expectations. It intends
to strengthen the goal of improving service delivery in an evo-
lutionary way through the permanent adjustment of the met-
hods and work processes, aiming at operational procedures in
order to keep meeting expectations.

In the scope of work accidents prevention, a collection and
treatment of data was carried out in order to produce the Work
Accident Indicators regarding costs, indices of occurrence,
frequency, seriousness, lost workdays, incapacity and evolu-
tion, among others.

Accordingly, from the preliminary analysis of the occurred
accidents we could identify the type of work, the type of acci-
dent, the type and place of the injury, the material agent and
the material and personal conditions of unreliability.
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Occupational Safety, Hygiene and Health

Health Examinations

Periodic 16,902

Initial 465

Admission 2,939

Occasional 747

Calls on establishments 86

Work Accidents

Treatment and Analysis ofWork Conditions 1,539

Work Accident Statistics 31

Evaluation of Work Conditions

Risk Evaluation 680

Recommendations 46

Training

No. of Actions 30

No. of Participants 459

Conception of Contents 101

Safety Coordination

Safety and Health Plans 145

Safety Procedure Sheets 1,710

Reports / Recommendations 126

Environmental Noise

Environmental Noise Evaluation 73



Psycho-social support and continuous care

The psychosocial follow up of PT ACS’s beneficiary popula-
tion seeks the fast and qualified framing of the various situa-
tions, in order to the overcome the difficulties inherent to the
diagnosed pathologies. This goal can be achieved through the
development of integrated actions, in a broad partnership,
covering the health and social action sectors.

In the scope of these sectors, PT ACS centres its activity on
several intervention areas, namely supporting the aged, peo-
ple with chronic diseases, addiction illnesses, children’s and
teenagers’ mental health and adults’ mental health, totalling
1,481 beneficiaries.

Prevention and Quality Programs

Conscious that many fatal health problems and morbidity are
related to life styles, PT ACS has been implementing health
promotion strategies directed to its beneficiaries, namely
through the Prevention and Quality Area.

From this perspective, and since health is directly related to
behaviour, the focus was on trying to identify the most ade-
quate ways to promote the adoption of healthful lifestyles, and
changing harmful behaviours, such as substance consump-
tion (tobacco, alcohol and psychotropic drugs), sedentarism,
eating without rules (excess of harmful fats and carbohydra-
tes, lack of fibres and vitamins), stress situations, violence
and dangerous driving, among others.

In the scope of these programs, PT ACS has carried out 18
screenings, being 15 cardiovascular screenings (pulse control,
arterial pressure, glycemia and cholesterol), 1 of diabetes (gly-
cemia control) and 2 of anti-smoking (control of CO2 and spi-
rometrics). The total of screened people was 1,669, from
which 1,314 had cardiovascular, 170 of diabetes and 185 of
anti-smoking.

Prevention and quality programs

Health-related educational actions

Tobacco

Alcohol

Psychotropic drugs

Sedentarism

Nutrition

Stress

Violence

Driving

Screening Programs

Cardiovascular diseases

Diabetes

Anti – tobaccoism
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Psycho-social support – Follow up cases (%)

Elderly 72%

Chronic disease support 15%

Drug addiction 1%

Alcohology 1%

Adult mental health 6%

Apoio psicocomportamental 1%

Other situations 4%
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The acquisition of goods and services represents, more and
more, a greater responsibility for PT. Along with quality, pri-
ces and the stated periods of delivery of the contracted goods
and services, PT also considers the total alignment of its sup-
pliers with the principles of its Code of Ethics to be funda-
mental, namely those related to integrity, transparency,
honesty, environmental preservation and respect for human
rights.

In 2003, PT has created a specific company for the manage-
ment of the purchasing function: PT Compras, Negociação e
Consultoria, SA. This company centres the acquisitions of the
Group’s companies, in compliance with the sustainable model
of supplier selection and hiring, adopted in 2006.

The supplier selection and hiring model is available online on
the corporate website of the company – www.ptcompras.pt –
and comprises not only the description of the necessary prin-
ciples and requirements for the selection and hiring proces-
ses, but also a platform to enroll suppliers interested in wor-
king with PT.

PT also expects a conduct from its Suppliers in accordance
with high ethical standards. In order to guarantee the exis-
tence of a relationship of reciprocal transparency during the
purchase processes, any benefit for the Group should always
be presented in the Supplier’s proposal, through a better price
or service, without any offer of gifts, or any other forms of
influence.

Suppliers

Principles and Codes of Conduct

The preservation of the ethical values has always been a concern for

the Group. Taking into account the scope and impact of its activity,

PT Compras is covered not only by the Group’s Code of Ethics but

also by rigorous norms of conduct specific of the purchasing function,

seeking an absolute transparency and professionalism in the

relationship with Suppliers:

Transparency

All the information should be made formally available to the potential

Suppliers during a Purchasing Process, guaranteeing the transparency

in the access to the information.

Equality of Opportunities

During the negotiation process the equality of opportunities is

guaranteed to all Suppliers that meet comparable requirements,

allowing the opening of the Group to all Suppliers.

Access to Information

Suppliers will be able to have access to all the information and

clarifications they need on any matter of the negotiations in course,

in a clear, complete and cordial form.

Reciprocity and Rigour

All conditions relative to the delivery dates, prices, payments,

conditions of acquisition and attribution of responsibilities

should be defined in detailed form, by both parts.

Loyalty

The employees intervening in the negotiation must take

into account the company’s objectives, trying to meet its needs

in the most credible and advantageous form.

Reciprocal purchases

The reciprocal purchases should not condition or interfere

with the result of any negotiation process.

Confidentiality

Both PT and the Suppliers should keep secrecy on

all the information exchanged during a Purchasing Process.
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The ethical, social and environmental alignment of PT ‘s value chain
is now integrated in the Supplier Selection and Hiring Model.

Likewise, the following behaviours from the Suppliers in their
relationship with PT Group are unacceptable:

> Use of less competitive prices in direct adjustments or
situations of sole Supplier;

> Use of low prices during the negotiations, to win the
contract, with the intention of increasing them;

> Request for price increases throughout the duration of
the contract;

> Request for information on other competitors;
> Use or proposal of ambiguous conditions with the intention

of gining advantage over other competitors;
> Lying or induction in error, purposefully, during the

negotiation process;
> Commitment above its capacities;
> Exaggeration in the gravity of a problem to get business

advantages.

In 2007, along with the improvements annually incorporated
into the Supplier Selection and Hiring Model, aligned with the
evolution of the market needs and requirements, the Ethics
Committee of PT Compras was created, composed of repre-
sentatives from the company and the respective Executive
Committee and by the Chairman of PT’s Governance
Committee, and whose functions are the following:

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

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

> To assure the resolution of conflicts between Norms of
Conduct of the Code of Ethics and the specific functions
of each employee

> To analyze eventual deviations to the fulfilment of the
Norms of Conduct defined by the Code of Ethics and to
propose the measures that it may judge pertinent.

This Committee is available to meet whenever requested,
which did not happen last year.

PT Compras has concluded throughout 2007 the processes of
certification of its information systems, namely in accordance
with ISO 14001 and OHSAS 18001.

Supplier relations

In compliance with PT’s Sustainable Model of Supplier
Selection and Hiring, PT Compras proceeded to the revision
and introduction of specific clauses related to environmental
protection, waste management, occupational health and safety
and to the Code of Conduct of Social Responsibility. These
clauses are part of the consultation documents, in the exhaus-
tive revision of the contract-type minutes, and in the respec-
tive contracts to be celebrated between the PT Group’s subsi-
diaries and their Suppliers.

The year 2007 was a period of intense challenges, in which the
outcome of the PTO imposed upon PT, as well as PT
Multimédia’s spin-off, have influenced the activity of the Group,
and in a direct or indirect way, the activity of PT Compras, since,
as of October, PT Multimédia ceased to be its customer.

In 2007, the activity of PT Compras had the following profile:
the adjudications carried out for companies operating in the
home market increased by 16%, in excess of Euro 1,045
million, and adjudications for subsidiaries abroad grew by
12%, representing twice as much as the value for the subsi-
diaries within domestic territory.
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At global level, the distribution of the values contracted in 2007
with intervention of PT Compras by purchase area was as
follows:

For companies operating in the domestic territory, the global
number of contracted suppliers exceeded the five hundred
mark; the top 25 suppliers represented about 70% of the total
value of adjudications and, among these, only 8% correspond
to foreign suppliers.

In the scope of PT’s Sustainable Model of Supplier Selection
and Hiring, in 2007, the collection of qualified information
on each supplier kept being done, amounting to 1,400 sup-
pliers duly registered at the end of the year in the respective
database and about 400 in a phase of registration conclusion.

In 2007, the Supplier and Supply Evaluation System was also
implemented, covering all the processes adjudicated at the so-
called Purchasing Table with values equal to or higher than
Euro 100,000. The top 25 suppliers were subject to a more
rigorous check that included their adhesion to principles rela-
ted to environmental and human rights criteria.

By replying to an electronic questionnaire available on the
website of PT Compras, the Group’s subsidiaries evaluate the
degree of fulfilment of the diverse contractual commitments
associated to each supply and subscribed by the suppliers,
namely: cost, delivery, service, quality, environment and health
and occupational safety.

The evaluation obtained enables an assessment of the weak
points and the fragilities resultant from the supplier interac-
tion processes, consequently generating an opportunity of
introduction of improvements into the model of support to
this activity.

Up to now, about 250 supplies have been evaluated in a total
of circa 160 suppliers. Whenever a new contract is revised or
established this procedure shall be applied.

National and International Adjudications in 2007 (%)

Market Products

Telecommunications systems

Corporate

Information systems

Media, Marketing & Advertising

Services &Works

Mobile Terminals

21%

17%

1%

6%

6%

21%

28%

Evaluation by Segment (scale 1 to 5)*

Cost 3.4

Delivery 3.7

Service 3.6

Quality 3.6

OS&H 3.7

Environment 3.5

Average / Supply 3.6

* 1. Unsatisfactory; 2. Little Satisfactory; 3. Satisfactory; 4. Very Satisfactory; 5. Excellent
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Future perspectives

The continued improvement of the supplier selection and
hiring model has led PT Compras to identify the following
challenges for next year:

> Development of the module of electronic communication
with suppliers – The end-to-end electronic integration of
the Purchasing Process, at internal and supplier interaction
level, will allow a greater agility in the Purchase Process and
will have positive impacts on the reduction of paper costs,
consumables and displacements between the parties.

> Sustainability and Quality Questionnaire – In order to
collect systemized sustainability information and to make
its best suppliers aware of the best practices, PT Compras,
in its process of supplier registration will include a ques-
tionnaire with detailed questions on the policies followed
in the axes of Quality, Environment, Social Responsibility
and Occupational Health and Safety.

> Improvement of the Evaluation System and Supplier Audits
– Considering the growing importance that it has been
giving to the Sustainability axe in the supplier consultation
and hiring factors, PT Compras intends to complement its
Supplier Evaluation System with information extracted
from the Sustainability and Quality Questionnaire.
This correlation of information will allow a judicious
selection of suppliers at the time of the launch of new
consultations to the market. Complementarily and in
accordance with the obtained information, PT Compras
will initiate a set of audits to its main suppliers in order
to survey and to guarantee the alignment of principles
between both.

> Development of the Integrated Supplier Management
System – With the objective of strengthening the transpa-
rency and equality of opportunities to all the potential
suppliers at the time of the launch of a tender request,
PT Compras intends, in 2008, to develop its Supplier
Management System, in order to incorporate an algo-
rithm of decision supported on a set of information,
namely that extracted from the Sustainability and Quality
Questionnaire, the consultation to the market, the techni-
cal evaluation of the supplier proposals, the negotiation,
the adjudication and the supply evaluation, allowing the
classification and selection of the most adequate suppliers
considering the diverse characteristics of the products and
services to acquire in each consultation to the market.

> Supplier Satisfaction Questionnaire – Being the suppliers
business partners, the relationship with these is a cons-
tant concern on the part of PT Compras. In order to have
a 360º evaluation, PT Compras intends to carry out anot-
her survey in 2008, to assess the level of supplier satisfac-
tion in its relationship with PT Compras – enabling the
identification of improvement areas and increasing the
relationship between both parties.

These developments shall be applied over the next 2 years.
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Relationship with the stakeholders

Areas with impact on our activity:

Pricing plans

Portability

Numbering

Interconnection

Access to ducts

Network security

Wholesale reference offers

Leased Circuits

Consumer Defence

Takeover bid

New technologies

General Regulation

In Portugal, the electronic communications sector has been
completely liberalized since 2000. Therefore, the legal frame-
work applicable to the sector is oriented to free competition
environment.

In 2002, a new regulatory framework applicable to the electro-
nic communications networks and services constituted by a set
of European directives that affect the telecommunications sec-
tor has been adopted. These directives have been transposed to
the national legal system through law 5/2004, of 10th of
February (Law of Electronic Communications). It is a regulatory
framework that uses the analysis methods associated to the prin-
ciples of defence of the competition, applied to a certain set of
relevant markets, in order to determinate the entities with domi-
nant position and to adopt a set of ex-ante obligations.

Due to the technological evolution and the integrating charac-
teristics of the new generation networks, the European
Commission initiated, in 2005, the regulatory framework revi-
sion process – designated Revision 2006, seeking to change the
current Directives and the Relevant Markets Recommendation.
The revision process will last up to 2010.

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

> ANACOM – whose regulatory function has the following
objectives: promotion of competition in the offer of elec-
tronic communications networks and services; contribu-
tion to the development of the domestic European Union
market and, also, the defence of citizens’ interests. PT
has kept an attitude of dialogue and cooperation with
ANACOM, participating actively in the various initiatives
of this entity.

> Competition Authority – whose main objective is to assure
the respect for competition rules towards an efficient mar-
ket, the efficient distribution of resources and consumers’
interests.

PT has, at corporative level, two organic units whose objective
is to interpret the recommendations and deliberations of
ANACOM and the Competition Authority, as well as stimu-
late the dialogue within PT Group. The Group has kept an
attitude of dialogue and cooperation with these entities, parti-
cipating in actively in their various initiatives.

The subjects treated that may have an impact on PT’s activity,
can be further researched on the sites of the respective entities.

Further information at ANACOM – www.icp.pt

Competition Authority – www.autoridadedaconcorrencia.pt

During 2006, the law suits filed against PT and identified as a
probable loss have the following profile:

> Civil liability – Euro 45 million
> Labour-related liabilities – Euro 18.9 million
> Other liabilities – Euro 5.4 million

In 2007 there were no fines or sanctions of monetary nature
regarding lack of compliance with any applicable rules.

Regulatory and Supervisory Bodies
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PT’s activity in its institutional, financial and commercial
aspects has raised interest in the media that keep following
and publishing information about its situation.

In 2007, the most popular subjects in the news about PT had
to do with the outcome of the Public Tender Offer and the
future perspectives for the Group’s activity, and with the con-
cretion of PT Multimedia’s spin off and the respective evolu-
tion of the telecommunications sector in Portugal.

PT keeps a daily relationship of proximity, rigour, transpa-
rency and impartiality with the media, both national and
regional, assuring the collection, processing and diffusion of
information about the the Group’s activities either proactively,
or clarifying the questions raised by the media.

The universe of media that PT interacts most with has the
following profile:

The interaction between PT and the media is done by
electronic mail, telephone, press conferences, communiqués,
face the face meetings and through the site www.telecom.pt.

> Press Conferences – 40
> Press about PT Group’s businesses – 135
> Investor relations releases – 92

On PT’s site, there is an area dedicated to the media where all
the press releases can be found, as well as the main presenta-
tions describing its activity, an image bank and the direct con-
tacts of the media relations team. There is also another speci-
fic area directed to the investors’ relations where all the press
releases of relevant financial information are available. The
impact of this relationship originated the following news
panorama about PT:

Working Model

Taking into account that the media representatives have reve-
aled throughout time the need to have responsible interlocu-
tors available for information gathering about the Group’s
activity, PT formed a specialized team for this purpose.

Therefore, the relationship with the media is assured by a spe-
cialized team – Media Relations – at corporate level and repre-
sentatives of this area in each one of PT Group’s subsidiaries.

This team’s function is to guarantee the articulation between
the media and the various structures of PT Group in order to
assure a permanent communication channel and accurate
information in timely manner.

Media PT’s activity kept raising strong interest
in the media, having been the subject of
34,760 news pieces published throughout
the year.

National / Foreign Press (%)

20% 80%

Characterization of the universe PT interacts with (%)

Newspapers 37%

Magazines 22%

News agencies 11%

TV 11%

Radio 10%

On-line 9%

News about PT (%)

Institutional 44%

Fixed business 12%

Mobile business 15%

Multimedia (up to spin-off) 28%

Other news 1%

Total news about PT – 34,760

� Foreign � National
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Social responsability. Building foundations – a commitment with the future

Technological innovation

In the competitive context of the telecommunications world,
research, development and innovation at the solutions and
services level, are factors of creation of competitive advanta-
ges in the market.

Conscious of this reality, PT through PT Inovação seeks in
these activities ways to create value for the Group’s compa-
nies, acquiring knowledge and testing concepts that will later
create solutions for the market.

In its Innovation cycle, PT Inovação has defined as priority
methodology of knowledge obtention, “to learn by making”,
put into practice through the execution of internal projects,
cooperative projects in a consortium, and partnerships with
R&D institutions, their customers and partners.

This participation in cooperative activities has enabled PT
Inovação to share risks, to establish and to maintain a net-
work of contacts and relationships of interaction with other
R&D institutions, such as Universities, Institutes or other
research centres both national and foreign, essential to the
development of its activity.

Relevant examples of this attitude are the participations in the
Telecommunications Institute, the Inova-Ria association and,
more recently, in the Telecommunications Skills Centre
(TELESAL), in consortium with Nokia – Siemens and the
University of Aveiro.

As a centre of attraction, incubation and dissemination of
knowledge in telecommunications, PT Inovação assumes in
these partnerships the role of the link between the University
and the Industry, facilitating the technology transfer to the
market.

Such positioning enables PT Inovação to continue to be a cen-
tre of reference in the domains of reliability and systems inte-
gration studies, evaluation and qualification of products and
processes and demonstration of advanced solutions and inno-
vative services.
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Certification of the Innovation process

In the scope of Applied Research and Innovation, PT Inovação
saw in 2007 its Innovation process certified in accordance
with standard NP4457, which is based on the Innovation Plan,
encompassing internal Innovation projects, IST communita-
rian projects, EURESCOM projects, TELESAL, as well as
national programs of incentive to Innovation (POE/PRIME,
AdI, PRAI-Center).

PT Inovação has participated in four workgroups for the defi-
nition of models that allow a “supported development of enter-
prise innovation”:

> Project 1: To identify and disseminate models and enter-
prise mechanisms inductive of the sustained innovation
development;

> Project 2: To define a methodology of classification of the
IDI activities;

> Project 3: To certify IDI management;
> Project 4: To develop an ‘Innovation scoring’ system.

In particular project 3 has produced the current Portuguese
standards NP4456 (terminology and definitions), NP4457 (IDI
Management – IDI management system requirements), NP
4458 (IDI project requirements) and NP 4461 (ability and eva-
luation of the auditors of IDI management systems).

With the approval of these norms, a process was initiated that
led to the certification by standard NP4457 of the first 15
Portuguese companies, having the integrated PT Innovation
left this group.

Research and Innovation

The Innovation Plan aggregates the activity of the Group’s
companies.

The R&D investment in 2007 amounted to Euro 4.75 million.

In 2007, this plan included the involvement in 62 projects,
amounting to a total of Euro 7.175 million.

The intervention areas that were part of the Innovation Plan
were as follows:

Intervention areas

Information Society

Applications and Services

Network Intelligence and Convergence

QoS and Security

Mobility

Network and Services Management

Core Network

Access Network

Customer Network

Environmental Prevention

The Plan focussed on the Applications and Services and the
Mobility area, fundamental for the creation of new services
adding value to the Group’s portfolio, followed by the Network
and Service Management area, with direct impact on OPEX
reduction, and Access Network essential to optimize CAPEX,
followed by the Network Intelligence and Network Convergence
areas, where PT Inovação has invested a lot of its effort sup-
ported on the strategical innovation program, designated
SHipNET® (Service Handling on IP Networks) – that in recent
years has represented circa 40% of investment in innovation.
This program aims to endow the PT Group with knowledge
and solutions (some already available) that allow to follow, to
understand and to test the IMS (IP Multimedia Subsystem)
architecture developed by 3GPP for UMTS and, currently, alre-
ady being adopted in the fixed networks, at the level of standar-
dization of the next generation networks (ETSI TISPAN), solu-
tion for the control of multimedia sessions that the conver-
gence of services will assure.



80 Portugal Telecom | Sustainability Report 2007

Social responsability. Building foundations – a commitment with the future _ technological innovation

Research and Development Partnerships

In the area of the cooperation with national R&D institutions,
in 2007, PT Group, through PT Inovação, supported a set of
projects focused on knowledge transfer in some technical
domains with application potential in the short or mid term.

At national level

At international level

The R&D activity in international cooperation of PT Inovação
is developed essentially in the context of projects promoted by
the European Union in the scope of its “Framework Programs”
of the IST, also existing a participation, of lesser dimension, in
the scope of EURESCOM (European Institute will be Research
and Strategic Studies in Telecommunications GmbH).

In the scope of EURESCOM, PT Inovação has participated in
the following studies:

> P1654 – Mobile Advertisement (M-Ads)
> P1656 – IMS Client Framework
> P1655 – Mobile online gaming – from Tetris towards

ubiquity?
> P1657 – Future Internet
> P1751 – IMS 2.0 – Constitution of a Circle of Trust
> P1754 – Regulation and Telecom Infrastructure

Evolution in Europe
> P1753 – Understanding e-health
> P1755 – Potentials of P2P-SIP Architecture in

Telecommunications

In 2007, PT Inovação participated in 10 projects of IST of
the 6th Framework Program. Among these, the activity of
the projects led by PT Inovação, namely PorTiVity (Portable
Interactivity) and C-Mobile stands out.

Portable Interactivity
In PorTiVity, an experimental end-to-end platform for the
supply of new television services based on direct interaction
in moving objects has been developing, through portable and
mobile devices in DVB-H and UMTS scenarios. Two demons-
trations of the project in very important exhibitions occurred:
IFA' 07 in Berlin and IBC' 07 in Amesterdam, where the
results achieved were presented, including a scenario of inte-
ractive sports built upon the emerging standard MPEG Laser,
with particular emphasis on the advantages for telecommuni-
cations operators.

Partnership Project

Universidade de
Trás-os-Montes e Alto Douro

> Wireless Farm

Universidade de Coimbra > Location of people or objects

> Multicritria forwarding in resilientWDM networks.

> SAID – Intelligent Data Analysis System

> Exploration of cases for automatic analysis and

adaptation of rules and thresholds

> Customization and learning and skills management

> System of Automatic Optimization of

Multidimensional Data Models

> LifeStream

Instituto de Telecomunições /
Universidade de Aveiro

> LOw COst PON

Universidade do Minho > Geographic Information system based on

open code solution

> Forecast of Fraud Through the Inter-relationship

of Signatures

Instituto Pedro Nunes > PRocess analysis and Activities DefinitOn

Instituto de Engenharia de
Sistemas e Computadores
(INESC)

> Evaluation and follow-up of new technology

development project

> Micromassmedia

> Management of multicast sessions on

heterogeneous access networks
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Broadcast Multicast Service Center
In C-Mobile project a first version of BM-SC (Broadcast
Multicast Service Centre) was developed based on current plat-
form DINO/MMBOX. Having in sight a more flexible scena-
rio and in tune with the SHipNET® initiative, the DINO/
MMBOX was integrated on a distributed platform of multicast
service enablers, which presents an architecture in compliance
with standards 3GPP IMS and OMA. The platform developed
supports the scheduling of content delivery to user groups, be
it in real time (i.e. iTV) or pre-recorded (e.g. ringtones, files,
etc.) and the selection of the communication type (i.e. unicast
or multicast) according to the size of the group or the geograp-
hic distribution of the users, optimizing thus the occupation
of the network resources. There were presentations of the pro-
ject results at the IMS workshop in Berlin and at the concerta-
tionmeeting in Brussels. The final demonstration will be made
at the MMCWorkshop at the beginning of April 2008 in Berlin.

At the European Union level, PT Inovação’s participation in
the following projects stood out:

> EuQoS – End-to-end quality support over heterogeneous
networks

> porTiVity – Portable interactivity
> DAIDALOS II – Designing open network architecture for

advanced MM pervasive services
> WINNER II – Wireless world initiative new radio
> C-MOBILE – Advanced MBMS for the future mobile world
> AROMA – Advanced resource management solutions for

the future all IP heterogeneous mobile radio environments
> MUSE II – Multi service access everywhere
> WEIRD –Wimax extension to isolate research data networks
> OPUCE – Open platform for user centric service creation

and execution
> Games At Large – Networked audio-visual systems and

home platforms
> LOOP – Coexistence and optimization for LTE-RAN and

WAN

7th European Union Framework Program

> NEM – Networked and electronic media
> eMobility – Mobile telecommunications

During 2007, a new cycle for research projects was also initia-
ted promoted by the European Union, within the 7th
Framework Program.

PT Inovação participated in a total of 22 proposals having
obtained the approval of 5 – success rate higher than the gene-
ral average.

These projects, which began in January 2008, approach two of
the ICT strategical objectives included in the request for pro-
posals: Secure, dependable and trusted infrastructures, object
of project SWIFT, and The Network of the Future, where the
remaining 4 projects are included, HURRICANE, FUTON,
4ward and C-Cast. Project C-Cast is led by PT Inovação, focu-
sing on the areas of context awareness and multicasting tech-
nologies with intention of exploring the increasing integra-
tion of mobile devices with the physical environment with
which we live our day-to-day life.

Industrial Property

During 2007, the registration of 16 brands was granted to PT,
and a request was made for the registration of 5 additional
brands and a patent.

Solicited Patent

A digital device that uses a method for the recommendation
of multimedia contents based on social networks.
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Social responsability. Building foundations – a commitment with the future

Building the foundations for the future

The building of a more digitized society will allow a greater
access to information and will consequently promote know-
ledge – indispensable for progress

The Information Society has been, is and it will continue to
be one of the priorities of the telecommunications sector and
particularly of PT. The generalization of the use of informa-
tion and communication technologies, as well as the increa-
sing offer of broadband solutions, the implementation of sup-
port programs for the community and for groups of citizens
with special needs, and the continued effort in the research
and development area, constitute examples of PT’s involve-
ment in building the Knowledge Society.

Portugal today is endowed with one with the best infrastruc-
tures of all Europe in broadband Internet access. PT has con-
tributed strongly to this situation, since being leader in the
diverse broadband Internet access platforms, mainstains a
high level of investment on the network upgrade and the
launch of services suitable for the various consumer profiles.

PT Escolas Projects – Workshops of Knowledge and Schools
of the Future, The Internet is coming to you and e-Escola with
national coverage and carried out in partnership with govern-
mental entities, schools and municipalities are symbols of
PT‘s effort in disseminating information and knowledge on
the potential of the new information technologies for the
young people, senior citizens and the community at large.

Telecommunications and broadband access

Universal Service

According to the Universal Service contracted between PT and
the State, PT is obliged to deliver telecommunications services
to any customer anywhere within domestic territory. In the
scope of the Universal Service delivery, PT Comunicações, since
1995, has guaranteed access to telecommunications services for
the communities with lesser purchasing power and/or geograp-
hically isolated, thus guaranteeing that all the citizens can access
a basic set of services of general interest, regardless of their loca-
tion and/or profile of consumption. These services are delivered
without any form of compensation on the part of the Portuguese
State, up to this moment.

Public Payphones
At national level PT has provided the following public paypho-
nes with telephone service and/or internet:

> Public Payphones – 41,382
> Public Payphones with internet access – 18
> Public Payphones with access for disabled people – 198

Knowledge society and digital inclusion
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Solutions adapted to markets of lesser income

> Wireline – Price Plans
http://casa.telecom.pt/PT residencial2

> Mobile – Uzo – http://www.uzo.pt
> Broadband – Sapo free – http://adsl.sapo.pt

PT provides its customers with an on line price simulator that
allows them to assess the tariffs best suited to their purcha-
sing power and needs.

Broadband

In Portugal, in 2007, and in accordance with data provided by
ANACOM, there were 2.7 million broadband users, of which
1.57 million use the fixed access and 1.18 million use mobile
broadband. Of the fixed access, about 62% is based on ADSL
and the remaining on cable modem.

Portugal is currently endowed with one of the best infrastruc-
tures of all Europe in broadband Internet access. PT has been
strongly involved in this situation, investing heavily in the
updating and the reinforcement of the network capacities.

In 2007, investment increased by 3.6% compared to the pre-
vious year and covered the following areas:

> network upgrade in order to provide a bigger bandwidth,
partly related to the IPTV services;

> capitalization of a contract for the acquisition of satellite
capacity for the DTH service offer, which will be launched
until the end of the current year;

> development of capacity and coverage of the 3G/3,5G network.

IPTV – the new television dimension
For PT, the IPTV launch in June of 2007, meant an
anticipation to PT Multimedia’s spin off (that incorporated
TV Cabo), continuing to be able to provide its customers with
an integrated telephone, Internet and television offer.

Supported on the xDSL network, the television solution
provided uses VOD services and high definition channels,
giving customers access to an extended set of channels, video
on demand, to pause an emission that is being broadcast, to
have access to an up-to-date channel programming and to
personalize programming.

Contingency Plans to guarantee the continuity
of service delivery

In case of service interruption because of acts of vandalism,
natural catastrophes or other situations, PT activates its con-
tingency plans to guarantee the replacement of the service in
the shortest span of time.
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Social responsability. Building foundations – a commitment with the future _ knowledge society and digital inclusion

Digital inclusion to stimulate
information society

Information society is based on a social and economic develop-
ment model where information, as a means of knowledge crea-
tion, plays a fundamental role in the production of wealth and
the contribution to well-being and quality of life of citizens.

Therefore, the capacity of diffusion and access to information is
decisive in building a society based on knowledge globalization.

Conscious that its area of activity is crucial for the concretion
of this new social model, PT has a vast program of commu-
nity intervention that includes offers of special conditions of
access to the information society, especially for the population
of lesser income or with specific needs, as well as for institu-
tions of proven social value, and for the technological and
research centres. Its focus is related to the promotion of struc-
tural actions of awareness of the use of the new technologies
and digital literacy and of modernization of the interfaces bet-
ween users and public utility services.

Special solutions for citizens with special needs

In the programs seeking information and communication tech-
nologies accessibility for Non-Governmental Organizations that
statutorily work in the area of the disabilities, or for citizens
with special needs, Foundation PT has given continuity to the
development, subsidization and provision of a variety of pro-
ducts and services directed to people with disabilities, with
severe incapacitating illness or aged people at risk, considering
the inherent specificities to the following areas of impairment:

> Vision
> Speech-communication
> Cognition
> Neural-motor dysfunction
> Hearing

These solutions required adaptations guided in accor-
dance with each identified need and can be found at
www.fundacao.telecom.pt having assumed relevance in the
following domains:

> Special services
> Special Equipment
> Special Software

Beneficiaries

ISDN Aladim

Sapo ADSL Aladim

PT 118 Braille

538

2,310

700



85Portugal Telecom | Sustainability Report 2007

Awareness programs for digital inclusion
(at school, professional and social)

Over the last few years, PT has committed to developing and
subsidizing telecommunications solutions suitable for citi-
zens with special needs with a view to their school, professio-
nal and social inclusion. In 2007, apart from the projects alre-
ady on course, PT decided to promote and participate in public
events that allowed the sharing of knowledge and of success-
ful experiences in this domain.

Therefore, last year, the organization of a set of events related
to social inclusion in Portugal, counted on the support of PT’s
videoconference via ADSL (widening the geographic scope of
the participants) and the presentation of the special solutions
developed by PT adapted to the characteristics of each citizen
with special needs.

Events

Seminar – Training and Employment: Train, Prepare, Include and Value

Rotary Meeting: Social Responsibility of the Organizations

and Sustainable Development

Workshop: young voices meeting in diversity

Exhibition and conference: Market Place*

Exhibition and conference: Ministerial debate on European

e – inclusion Policy

Exhibition: Courses in the difference – two decades in the EU.

Which paths?

Conference cycle: Changing life – Technologies supporting the digital

inclusion of people with special needs
*In this exhibition the PT Foundation was distinguished with the 2nd and 3rd places, respectively, in the

category innovation with special PT projects and, in the category B2B alliances and cooperation, with the

projects of volunteer work where PT is involved.

Projects and protocols of accessibility to information
and communication technologies initiated in 2006
by the PT Foundation

Estrela (Star) Project – partnership between the PT Foundation
and the Federation of the Portuguese Cerebral Paralysis
Associations that involves the availability of the necessary
resources for the training of persons with neural-motor disabi-
lity and users of augmentative communication.

Beneficiaries of the Estrela protocol 6,000

Uranus Project – Protocol signed with the Portuguese
Federation for Mental Disability that foresees the installation
of 34 educational and formative resource centres for people
with mental disability. The objective of this project is to be
concluded in three years. Last year the PT Foundation equip-
ped 10 centres.

Astro Project – Protocol signed with the Ministry of Education
that foresees the installation of 20 TeleClassroom systems and
25 demonstration and experimentation centres with tech-
nologies supporting motor disability, deafness, blindness
and augmentative communication. In 2007, there were 10
TeleClassroom systems installed in the house and the school
of 10 students.

Recrear (Recreate) Project – Partnership with the Association
for the Development of New Initiatives for Life (ADVITA), to
make the virtual community with larger adhesion in world,
Second Life, accessible to aged people.
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ProNota Project – Partnership with the Association of the
Disabled from the Armed Forces and the University of Évora,
for the provision of augmentative technologies for people with
neural-motor disability and technologies of screen reading
and conversion of written text into voice, for blind or amblyo-
pic people.

Adaptive Technologies for Mental Health Project – Developed
within the framework of POSC Program by Aldeia da Saúde
and is oriented to people with mental disease. Its purpose is to
create contents to help the ill, technicians and families in an
adaptive process to the illness. In 2007, the contents were crea-
ted and inserted in a e-learning platform made available by PT.

House Project – Partnership with the rehabilitation centre of
Alcoitão, that foresees the construction of a multifunction space,
dedicated to the area of motor disability, enabling experimenta-
tion, demonstration and training in the area of the technologies
of augmentative communication and accessibility.

The costs of the solutions, projects and programs for citizens
with special needs amounted to Euro 760,000.

Promotion of the knowledge society

Raising awareness of the use of new information technolo-
gies and the adequate access, consumption and contents pro-
duction have constituted substance for PT to foster and sup-
port some digital literacy projects with impact at national level.

Knowledge access, tolerance towards diversity and the crea-
tive and enterprising capacity of the population, have demons-
trated the contribution to the enrichment and balance of
society.

This way, PT believes it is fundamental to support initiatives
that stimulate the interest for new realities and opportunities.

Internet chega até si (Internet reaches you)

This is a bus equipped with 12 personal computers and
Internet access via satellite. It is the itinerant classroom that,
in 2007 has provided training in new technologies for both
young people and senior citizens throughout the country.

The activity of this project had the following profile throug-
hout the year:
> 12 Municipalities visited – 991 participants
> 15 Schools visited – 141 sessions – 2,500 participants

Social responsability. Building foundations – a commitment with the future _ knowledge society and digital inclusion
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PT Escolas (Schools) – Network of Schools of the Future

In the scope of the PT Escolas program – Adventure of
Knowledge, 10 schools throughout the country have been
selected that, after agreement and previous interest revealed
by these, will benefit from the installation by PT of a set of
equipment, accesses, software, platforms and contents totally
adapted to a new vision of school and teaching method – sup-
ported on traditional educational materials and now, also in
multimedia – http://ptescolas.telecom.pt/.

Throughout the country, 10 schools are being equipped with
resources and educational multimedia material by PT.

e-Escola (e-School)

The e-iniciativas program has been created in the scope of the
Portuguese Government’s technological plan, and its goal is
to fight info-exclusion with 3 initiatives: e-oportunidades, for
workers, e-professor for teachers of basic and secondary edu-
cation and e-escola, for students of basic and secondary edu-
cation. These actions seek to provide laptop computers equip-
ped with mobile broadband for students, teachers and trai-
nees who have enrolled, this offer being subsidized by the
mobile operators that have adhered to the program.

PT, through TMN, has immediately adhered to this initiative
having committed to subsidizing it and to delivering 300,000
laptop computers in 3 years comprising the 3 axes of the pro-
gram: e-escola, e-oportunidades, e-professor.

It is a program that will amount to Euro 240 million (estimate).

TMN will subsidize and deliver 300,000 laptop computers
with mobile broadband in the next 3 years, to the participants
of the programs.

Still in 2007, TMN has provided 68,000 laptop computers in
the scope of the e-escola program amounting to 150 euros
each one. These are equipped with Microsoft Office 2007 and
a broadband board that allows the Internet and e-mail access
in total mobility. These laptop computers are two brands of
reference in the market with a commercial value of circa Euro
800 each.

This program has registrations from:
50,335 teachers
40,765 trainees
28,080 students

A computer an opportunity

The computers from the Group’s subsidiaries, considered
technically obsolete, but still in acceptable conditions for non-
professional use, are distributed to needy institutions that
reveal interest in receiving them. The distribution is ensured
through a protocol established between the PT Foundation
and DHL.

In 2007, 210 personal computers have been distributed to 27
needy individual or collective entities.

As of last year, Microsoft joined the program as a partner,
through a protocol with the PT Foundation by licensing the
donated computers with Windows 98 or Windows 2000 soft-
ware at no cost.



Laboratory of Excellence in Mobility (LEMe)

The PT Foundation, together with Instituto Superior Técnico,
SUNMicrosystems Portugal, Siemens, Ericsson and Taguspark
Society, is one of the partners of the Laboratory of Excellency in
Mobility (LEMe) project that seeks to establish a centre of exce-
llence in mobility and ubiquitous computing, whose goal is the
development of capacities and applications for the new genera-
tion services and platforms. The mission of LEMe consists of
promoting the development of qualified human resources at
the bachelor, master and PhD levels and the research and deve-
lopment in consortium in the domains of mobile and ubiqui-
tous computing. After the approval of the statutes in 2006, the
deed of creation of the LEMe Association was signed in 2007.

CMU-Portugal Program

The Carnegie Mellon University (CMU) and the Ministry of
Science, Technology and Higher Education, have signed in
Aveiro, an agreement with tha aim of significantly widening
education and research in the area of the information and com-
munication technologies. The collaboration will be based on
the development of an “Institute for the Information and
Communication Technologies”, (ICTI), a virtual international
institution with poles in Portugal and in CMU. This program
involves teachers, researchers and students from 6 Faculties, 8
Departments and 6 Research Centres and Institutes in CMU.
A project that also counts on a great consortium of education
and research institutions in Portugal, including 12 higher edu-
cation establishments, 4 associated Laboratories, 1 Institute of
Applied Research and two Governmental Agencies.

A program of industrial affiliation is also foreseen in this part-
nership. Portugal Telecom, together with Novabase, Siemens
and some companies of the technological area, have commit-
ted to help define its strategies and directions. These compa-
nies have assumed the commitment, unknown in Portugal,
of raising the expenditure in R&D within the home territory.
The Portugal Telecom Group assumes the coordination of the
business partners wishing to become involved in the CMU-
Portugal Program, in the scope of the international institute
“Information and Communication Technologies Institute”,
now created as a result of the collaboration between Portugal

and CMU. PT committed to co-finance the program, but ove-
rall, it assumed the commitment of providing human resour-
ces and material for the active involvement in the develop-
ment of projects, a first in Portugal.

In terms of training and development, the commitment of PT
with the CMU Program involves the investment of Euro 5
million over a period of 5 years.

Attendance to People with Special Needs Portal

The PT Foundation has associated itself, in cooperation with
PT Prime, to the first Action Plan for the Integration of People
with Disability or Incapacity (PAIPDI) by supporting the deve-
lopment of the “Portal for the Attendance of People with
Special Needs” and by providing the support technologies to
the Lisbon Regional Attendance Centre in order to create self-
service positions adapted to the needs of the persons with
disability, in particular visual and neural-motor disability.

For this purpose, the technicians of that attendance service
have also received training on the use of new technologies.

Portal Sapo

A portal of reference in Portuguese, Sapo – www.sapo.pt –
has provided functionalities and content that seek to contri-
bute to develop fans and reasons of adhesion to the virtual
community, to stimulate the socially responsible conscience
of its audience and to support sponsored causes / initiatives.

In 2007, the following projects stand out:

> A site with contents related to social responsibility was
launched in July 2007
http://causas.sapo.pt/main.php

> In the community, the social intervention of Sapo was
related to the support of virtual sponsorship initiatives
and auctions, whose amounts have been donated to not-
for-profit Institutions:

_ Ajuda de Mãe Auction –
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_ FCP Auction – Associação Portuguesa de Deficientes
Neuro Musculares

_ Figo AllStars Auction – Fundação Luís Figo
_ Torneio Internacional da Pontinha Auction – Fundação

Luís Figo
_ SCP Auction – Leões de Portugal
_ Estoril Open Auction – Novo Futuro
_ Ajuda de Mãe Auction – Rita Guerra (25 Years Dress

Fátima Lopes)
_ 7 Wonders Auction

Centre of skills recognition, validation and certification

Constituting qualification a key factor for more economic
growth, more employment and more social cohesion, Portugal
Telecom, the Ministry of the Education and the Ministry of
Labour and Social Solidarity, have signed an agreement for
the creation of a Centre of Recognition and Validation and
Certification of Skills.

During 2007, 604 PT employees saw their skills, acquired
throughout their professional life, recognized and certified.

Crescer (Grow Up) Program

Through this project, PT awards scholarships to the children
of employees with smaller income. The goal of this program
is the development of individual skills and the training of the
children of the employees on lower incomes, contributing in
this way to fight info-exclusion.

In 2007, 346 scholarships were awarded.

Portugal Telecom Literature Prize

Aiming to promote the creation of contents in Portuguese
and the diffusion of the Portuguese language through on-line
channels, PT is involved in some projects and partnerships
that seek to guarantee the defence of the Portuguese language
and the promotion of its historical, economic and social value
on the various continents of the world.

Among the 10 Portugal Telecom Literature Prize finalists,
there were 7 Brazilian writers, 1 Angolan writer, 1 from
Mozambique and 1 from Portugal. The Portugal Telecom
Literature Prize, the biggest award in Portuguese language in
Brazil, was delivered to the Portuguese writer Gonçalo Tavares.
http://www.weblivros.com.br/not-cias/
vencedores-do-pr-mio-portugal-telecom-de-literatura-2007.html

Sapo Code Bits

With the goal of stimulating the interest of young people in
the creation of responsible contents in Portuguese on the
Internet, Sapo has promoted a competition for the creation of
online applications. The competition was made up of lectu-
res, workshops and finally by the constitution of a team that
in a 24-hour period had to present an innovative project.

490 young computer experts participated in the Sapo Code Bits
initiative, whose 47 ideas and solutions were evaluated by a jury
of 15 elements (all connected to the computer science world).

In the Internet category, the winner was the “Once upon a
time” project that consists of the shared creation of an on-line
story, in which each user can only add 4 words to the plot that
is being developed by the internet community.

89Portugal Telecom | Sustainability Report 2007



Sapo Local

On-line channel on the Sapo portal aimed at local communi-
ties all over the country, Sapo Local renewed its contents and
graphic look, making it possible to include news commenta-
ries, extending the interactivity, the diversity of contents and
opinions and, consequently, the stimulations for a more and
more active participation of each user.

SAPO Local in numbers:
50 on-line TV channels
314 Regional newspapers
60 Regional radios
260 municipalities
40 partners
Daily diffusion of 100 new cultural, recreational and sports events
Daily diffusion of 6500 new business opportunities

Mundo Mix PT

Mundo (World) Mix PT is an alternative arts fair in the areas of
music, fashion, culture and multimedia, whose objective is to
create commercial platforms for young creators and entrepre-
neurs, offering guidance and logistic support for the commer-
cialization and exhibition of its products and ideas, namely
through the http://mundomixpt.sapo.pt site, and in exhibition
spaces in various locations around the country and other
Portuguese-speaking countries.

In 2007, there were 4 editions of this exhibition, with the follo-
wing profile:

Mundo Mix PT

exhibitors visitors

Lisboa 94 25,000

Lagos 52 24,000

Cascais 80 9,000

Porto 50 8,000

Environmental awareness program

PT, besides developing environmental preservation policies in
the scope of its activity, has been promoting and arousing the
interest of its employees, customers and suppliers in this area.

Therefore, awareness programs for its customers have been
carried out, seeking to make known the available procedures
for the forwarding of equipment for recycling, as well as the
inherent advantages of this practice.

There has also been an awareness action for the use of the
electronic invoice by the Group’s customers, aiming at the
reduction of the paper consumption.

There were also contractual clauses related to good environ-
mental practices added to contracts established with the main
suppliers of the Group.
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Individuals and companies should increasingly seek to contri-
bute to society in accordance with their specific capacities and
skills, in order to promote a harmonious shared articulation
between each individual and the community they are part of.

The result of this social responsibility commitment is imple-
mented in the creation of the Portugal Telecom Foundation,
private not-for-profit institution, of public utility and whose
mission is the implementation of partnerships and programs
that contribute to the promotion of education, technological
and cultural training and fight against info-exclusion, as well
as those promoting innovation and development in the areas
of health, culture and sports.

Intervention areas

> Digital Inclusion *

> Social support

> Patronage

> History and Heritage

> Art and Culture

> Voluntary work

* see Society of Knowledge and Digital Inclusion

In 2007, the initiatives of the PT Foundation
amounted to Euro 4.5 million

Patronage

Support to patronage initiatives and projects Euro 1,9 million

Aligned with its signature “Share to promote development” the
Foundation has stimulated and supported reference institutions
and organisms, as well as culture and knowledge-oriented ini-
tiatives and projects among which the following stand out:

SigMa Temática

Project promoted by the Department of Pure Mathematics of
the Sciences Faculty of the University of Porto, consists of a
program of excellence directed to the best students of
Mathematics in the 11th school year. This program is sponso-
red by the Portugal Telecom Foundation and Gulbenkian
Foundation and seeks to contribute to the intellectual training
and mathematical aptitudes of the students involved, from
which 4 receive scholarships from those Foundations. 20 stu-
dents coming from educational establishments from 12 diffe-
rent localities have been included, all of them with an average
equal or superior to 19/20 in the tenth school year.

Portuguese Communications Foundation

This Foundation, the institutor of which is Portugal Telecom,
seeks to promote the study, the maintenance and the diffu-
sion of the historical, scientific and technological heritage in
the domain of the communications, making use of a museum
dedicated to the communications.
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Scholarships

ACL (American Club of Lisbon)/ PT Foundation Scholarship.

Association of the Museum of Transport and Communications
– Support for this Association in a project of development of
this Museum installed in the Customs building in Porto.

ISEG – Instituto Superior de Economia e Gestão –
Support to the activities of this Institute.

SAER – Sociedade de Avaliação de Empresas e Risco – Support for
annual meeting with the theme “Portugal/Angola Relations”.

World Press Cartoon – Support for exhibition of works by car-
toonists from all over the world.

National Museum of Ancient Art – Support for association pro-
moting the activities and initiatives related to the National
Museum of Ancient Art aiming at its development.

National Combatants’ Meeting – Support the event of homage
to the old combatants.

Encompassing the Globe: Portugal and the World in the 16th
and 17th Centuries” _ Support to exhibition occurred in
Washington.

Portucale / Cidade de Gaia Prizes – Patronage support to the
prizes instituted by the City Council of Gaia and that include
the fine arts, literature, science, technology and innovation,
journalism and social solidarity.

“E-generation: the Uses of Media by Children and Teenagers in
Portugal” _ Support for the study of the Centre of Research
and Studies of Sociology (CIES).

2nd National Congress of Economists – Support for congress.

“Peninsular War: 200 Years” – Support for commemorative
exhibition of the 200 years of the Peninsular War promoted
by the National Library of Portugal.

“From Peter the Great to Nicholas II – Art and Culture of the
Russian Empire” – Support for exhibition of 600 pieces from the
Hermitage museum promoted by the Ministry of Culture in the
National Palace of Ajuda.

“4th Ministerial e-Government Conference” – Support to Support
for Conference promoted in the scope of the Portuguese
Presidency of EU.
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Social Support

Support to community initiatives and projects Euro 602,000

Health

> Maternity Hospital Alfredo da Costa – To equip Intensive
Care Unit for Service BabyCare

> Portuguese Foundation Community against AIDS
> Portuguese Association of persons with Fibromyalgia
> Portuguese League of MentalyHygiene
> Rehabilitation Medicine Centre of Alcoitão

Environment

ECO Project – Foundation PT has equipped the 40 aeronauti-
cal Centres of the country managed by the National Civil
Protection Authority with computing equipment and Internet
access, contributing to an efficient management of the neces-
sary information to fight forest fires;

Childhood and Youth Support

> Association Novo Futuro
> CADin – Child Development Support Centre
> Child Support Institute
> Ponto de Apoio à Vida
> Gil Foundation
> Imaculada Conceição Deaf-Mute Institute, to equip a library

with pedagogical material and supporting technologies
> SOS Children’ Villages
> Ajuda de Berço
> Shelter Home Aboim Ascensão
> Acreditar

Social Solidarity and Human Rights

> AMI;
> Space t: Association to Support Social and

Communitarian Integration;
> Portuguese Association of the Disabled;
> Ajuda de Mãe;
> Cais;
> Portuguese Deaf Association;
> APAV (Portuguese Association of Support to the Victim);
> EntrAjuda;
> CAVITOP;
> Cívitas;
> Geriatrics Centre of Santa Casa da Misericórdia da Horta;
> Associação Dar a Mão;
> Pro Dignitate;
> Évora Seminar;

Fight against Drug Addiction

> Portuguese Drug Addiction Institute
> Portuguese Association of Anonymous Narcotics

Support to events to promote and spread practices
and social support projects and to stimulate the debate

> Market Place
> Feira das Capacidades
> Cercilei Congress
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History and Heritage
of the Portugal Telecom Group

The “History and Heritage of the Portugal Telecom Group”
program consists essentially of the inventory, study and pre-
servation of the historical, technological and documentary
heritage of the PT Group PT and its diffusion, as well as the
elaboration and publication of the “History of the Portugal
Telecom Group”, as an essential contribution to the history of
communications in Portugal.

The Group’s history and heritage Program
amounts to Euro 234,000

In 2007, the actions that allowed the text of the enterprise
History of the PT Group to become final were concluded. It
should be published in 2008.

History
> Public and private archives and libraries consulted;
> Documents summarized and classified;
> Research in primary sources performed and archives and

libraries within PT Group researched
> Documentation from sovereign bodies and Central

Administration also summarized and classified as well as
iconography

> History and Heritage booklet “Marconi em Lisboa”
published

Heritage
> Registration and preparation for inventory of pieces

belonging to the PT Foundation deposited at the Portuguese
Communications Foundation

> Continuation of management and exploitation of the
museological nucleus of Vilar

> Study of collections management software for possible
acquisition

Culture Operational Program (POC)

2007 saw the continuation of the work foreseen in the candi-
dacy approved in 2006, to the Culture Operational Program
(POC), of the Ministry of Culture, “Organization of the
Documentary Historical Heritage of the PT Foundation” pro-
ject whose goal is the treatment, according to archive-related
criteria, of the documentary estate of CPRM, since the begin-
ning of its activity in 1925 until its integration in the PT Group.

The inventory of the archive has been done in accordance with
the relevant international rules, and it will be digitized and
put on the site for Internet access foreseeably in the third
quarter of 2008. In this work the Foundation has been advi-
sed by technicians from Torre do Tombo (National Archive).

This project, was presented publicly in July 2007, in accor-
dance with the rules of the projects supported by the POC,
the booklet with the title “Marconi em Lisboa – Portugal na
rede mundial de TSF” having been presented and the Marconi
Site as information channel opened in the space of the PT
Foundation in the Internet.

The rescheduling was approved by the POC so that the pro-
ject will be concluded in September 2008.

The project approved has a budget of about Euro 170,000. The
POC will contribute with approximately 54%.
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Museological Nucleus of Vilar

In 2007, the Museological Nucleus of Vilar continued its acti-
vity, a space that follows a museum inaugurated in 1983 by
TLP, in a building meant to lodge, in 1974, the telephone
switch of Vilar, with manual switching.

In this space lies the historical witness of the reality of the telep-
hone central offices of manual switching (assisted by telephone
operators), dated from the first half of the 20th century.

These central offices are still in operation. They are operated
by a telephone operator who makes the connections between
telephones, including those of the existing public payphones
inside the museum, and calls to the national network, thus
being possible to trace the course of the telephone calls.

This space has several models of old telephones on show, ena-
bling visitors to follow the evolution of communications, since
its introduction in Portugal until the 1950’s.

The Museological Nucleus receives visitors by appointment
on Tuesdays and Thursdays. In 2007, it was visited by 643 peo-
ple, mostly students, from various levels of education.

Art and culture

The Foundation Portugal Telecom possesses a Contemporary
Art Collection with around 160 pieces, including paintings,
sculptures, drawings, photographs, installations and videos.
The formation of the collection obeyed choice criteria related
to the aesthetic and historical quality of the works, besides the
curricula of the artists, so as to provide a broad and continued
vision of Portuguese contemporary art.

Artists connected to movements from the 1960’s and 70’s,
such as Lourdes Castro, Paula Rego, Alberto Carneiro, Álvaro
Lapa, Joaquim Bravo, Helena Almeida, Eduardo Batarda or
Jorge Martins, are succeeded by artists from the generation
that appeared in the 80’s with work developed in the follo-
wing decade, such as Júlio Ventura, Pedro Proença, Pedro
Calapez, Xana, Rui Sanches, Fernando Brito, Manuel Vieira
or Marta Wengorovius, among others.

The presence of more recent artists is also significant, some
of them established already in the Nineties, such as João
Tabarra, Rosa Almeida, Cristina Mateus, Miguel Soares and
Luís Palma, that will certainly be important references of this
decade like the cases of João Pedro Vale, Sancho Silva, Inês
Botelho or Alexandre Estrela.

The Collection demonstrates the intervention of the Group in
the arts and the culture and has contributed to the enrich-
ment of the artistic heritage of PT derived from the increa-
sing value of the works of the diverse artists present.
In 2007 continued the current management and maintenance
of the Collection without any new exhibition or acquisition.

It is also incumbent on the PT Foundation the management
of the entire artistic heritage that belonged to the companies
integrating the Group, namely Marconi comprising several
hundred pieces.
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Voluntary work
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The voluntary work programs of the PT Group foresee that its
employees may use up to 42 hours a year in actions of volun-
teer work for the community, without affecting their remune-
ration or attendance.

The voluntary work is done in accordance with protocols esta-
blished between the PT Foundation and other non-profit orga-
nizations based on the support for projects and initiatives rela-
ted to the improvement of the conditions of life of underprivi-
leged sections of the population.

Aurora (Dawn) Program

Through the Aurora Program, a bank of hours of company
voluntary work of the PT Group, running since 2002 and coor-
dinated by the PT Foundation, employees are given the oppor-
tunity to participate in social development projects, up to 35
hours during normal working time

VoluntaryWork Actions 13
Volunteers 109
Working Hours 421
Institutions Involved 12
Supported Population 1,186 people

Among the 13 voluntary work projects carried out in 2007, the
following are noteworthy: in the scope of the “Trainees” training
program, of PT Comunicações, there was a volunteering action
that consisted of recovery works at Cercisa headquarters ; in the
sequence of the commemorations of the International Day of
Older Persons, there was a guided visit to the Museum of the
Communications with aged retired people who are PT ACS
beneficiaries; 7 visits to the Lisbon Oceanarium with children
and teenagers who are in hospitals or in solidarity institutions ,
participation in the Estrelinhas Fair 2007, a social solidarity fair
in benefit of the Novo Futuro Association; in the scope of the
GIRO Project, under the coordination of GRACE, participation
in an action with the children from the Fim do Mundo Quarter,
supported by the Social Center Nossa Senhora de Fátima; con-
tributing for the fight against poverty: for the 6th consecutive
year there was a Goods Collection Campaign in a partnership
established with the EntreAjuda Association.

Mão-na-Mão (Hand in Hand) Project

Continuation of the Mão-na-Mão project: enterprise voluntee-
ring movement, promoted in 2001 by PT, under the coordina-
tion of the PT Foundation seeking the accomplishment of
actions of support to the social development and the preserva-
tion of the environment, by making duly prepared employees
available, during normal working hours, and also foreseeing
the financial support to the logistics of the mentioned actions.

Currently this project involves the participation of PT Comuni-
cações, Siemens, IBM, INOV INESC Inovação, PT Multimedia,
BP Portugal, TMN, Xerox Portugal, PT Inovação, Microsoft,
Sacoor, Novadelta, Sopol, Páginas Amarelas, DHL and Allianz
besides the recent adhesion of PT PRO, Cisco and Jason.

Voluntary work projects 6
Volunteers 126
Working Hours 663
Institutions Involved 8



97Portugal Telecom | Sustainability Report 2007

In this context the following actions were carried out:

> Summer on the Tamariz Beach – for children and teenagers
from the Centre of Rehabilitation Medicine in Alcoitão,
belonging to Santa Casa da Misericórdia of Lisbon;

> Carnival at the Social Work of Pousal – Residential Unit,
also overseen by Misericórdia supporting teenagers and
adults with deep mental and neural-motor disability;;

> Solidary Easter with children from the Brotherhood of St
Vincent de Paula;

> Sailing Day carried out in Ria de Aveiro that included
children and teenagers from the Florinhas do Vouga
Social Center in Ílhavo, the Children’s Center in Costa
Nova, and the Shelter and Infantile Emergency Centre in
Esgueira;

> Magusto Party at the S. Vicente de Paula Brotherhood for
senior residents, some of which bed-ridden, involved the
performance of Club PT’s guitar group;

> Tree planting in the scope of a partnership with Anefa,
association for the forests and the environment.

Partilhar (Sharing) Program

In 2007, there was a protocol between the Portugal Telecom
Foundation, PT Comunicações and Santa Casa da
Misericórdia de Lisboa (SCML) signed that marked the start
of the Partilhar Program, a long-term company voluntary work
project, unknown in Portugal.

The Partilhar Project seeks, through partnerships with Private
Social Solidarity Institutions, municipalities, NGO and IP, to
support the educational development of teenagers at risk,
through Internet-based support, provision of PCs and trai-
ning. It also seeks to disseminate the new technologies for
senior citizens, to complement the home support with the
New Information Technologies and to fight info-exclusion
through Training Centres and Internet access.

In this phase of the launch of the Partilhar Program, through
the celebration of the Protocol, the Portugal Telecom
Foundation has offered 27 desktop PCs to Santa Casa da
Misericórdia de Lisboa, twenty of which are installed at the
Home of Senior Users of SCML, and 15 laptop PCs to teena-
gers at risk supported by SCML. There were also 25 ADSL
(Internet) accesses assigned and financed by the Portugal
Telecom Foundation.

Beneficiaries of this program 30 senior citizens and 17 teenagers
Volunteers from PT Comunicações,
in long-term company voluntary work regime 3
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Participation in national and international organizations

Appendix

Nacional associations Object
Associação Aveiro Digital Promote the creation of a digital community, congregating all the agents, aiming at sustained development in social,

economic and cultural axes, and contributing to the improvement of the citizen's quality of life and well being.

ADSI – Associação Distrital para a
Sociedade de Informação (Guarda Digital)

Promotion and demonstration of the benefits of new technologies in the companies and institutions in the region;
promotion and support to the launching of projects regarding information society.

ADT – Associação Portuguesa
Desenvolvimento da Telemedicina

Promote ICT and communications' perspectives and demonstrate the problems and techniques regarding telemedicine and
telematics applied to health.

AFCEA PORTUGAL – Associação para as
Comunicações e Electrónica nas Forças Armadas

Ensures connections to NATO's headquarters, as well as the respective commands and agencies; ensures the connections to
telecommunication community's organisations.

AICEP – Associação dos Operadores
de Correios e Telecomunicações
dos Países de Língua Oficial Portuguesa

To promote close relations between associates, in order to contribute to the harmonisation, development
and modernisation of communications regarding the respective organisations.

ANETIE – Associação Nacional das Empresas
das Tecnologias de Informação e Electrónica

Defend the interests of the corporate sector of information and electronic technologies and promote its sustained growth.

APCT-P – Associação para Parque de Ciência e
Tecnologia do Porto

Promotion, installation and development of a park for science and technology in the Oporto region,
that contributes to scientific investigation and development of the country, with special focus on the area it is part of.

APDC – Associação Portuguesa para o
Desenvolvimento das Comunicações

Promote and contribute to the promotion of the reality and perspectives of the communications' sector, for study, debate
and dissemination of problems and techniques regarding communication and other such sciences and techniques, for the
professional a scientific perfecting of the associates, social gathering and exchange of experiences between the associates
and, finally, establish the exchange of activities and services with similar associations.

APDSI – Associação para a Promoção e
Desenvolvimento da Sociedade da Informação

Promotion and development of knowledge and information society in Portugal.

APDT – Associação Portuguesa para o
Desenvolvimento do Tele-trabalho

Promote telework in a balanced and socially sustainable way, regarding economic growth and job creation.

APCC – Associação Portuguesa
das Empresas de Contact Center

Sponsoring association aimed at promoting the sustainable development of the contact centres' market.

APGC – Associação Portuguesa
de Gestão do Conhecimento

Study and promotion of knowledge management, contributing to the improvement of organisation's performance
the country's competitiveness and people's quality of life.

APIDEA Association of companies and laboratories participating in the PIDEA Programme and give a “label” to the R&D projects that
apply for national or community funds.

APRITEL – Associação dos
Operadores de Telecomunicações

To promote the dialogue and exchange of experiences between the several telecommunication' operators and between these
and public bodies, namely Anacom and DGCC; promote the creation of conditions that help to have an efficient connection
between operators and a fair competition.

ASSOFT – Associação Portuguesa de Software Promotion, defence and dissemination of legality, quality and integrity of software in Portugal.

CITMA – Centro de Ciência e Tecnologia da Madeira Support for activities of technological research and development, at a regional level.

EGIDE – Economia e Gestão, Associação para
a Investigação e Desenvolvimento do Ensino
Electrotécnica, Electrónica e dos Computadores

Research and development in teaching economy and development.

Information society
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National corporate associations Object

AIP – Associação Industrial Portuguesa Development of Portuguese economic activities and, in particular, of its associates, in the technical,
economic, commercial, associative and cultural domains.

AEP – Associação Empresarial de Portugal Promotion, development and defence of the corporate and associative activities.

APQ – Associação Portuguesa para a Qualidade Promote and disseminate theoretical knowledge and the experience in quality
Making all agents aware of the need for continuous improvement of the Portuguese economy's competitiveness.

BCSD PORTUGAL – Conselho Empresarial
para o Desenvolvimento Sustentável

Disseminate the principles that characterise sustainable development; coordinate the cooperation between
corporate community, management and civil society, with a view to promoting sustainable development;
promote educational and training actions to divulge the principles of sustainable development; participate
in or promote other initiatives that contribute for thesustainable development of the Portuguese corporate world.

COTEC PORTUGAL – Associação Empresarial
para a Inovação

Stimulate the relationship between any entities that take part in the National Innovation System,
determine innovation policies, stimulate and encourage companies to invest in research and development,
as well as take all the necessary steps that are legally possible, to achieve this associative objective.

ELO – Associação Portuguesa para o
Desenvolvimento Económico e a Cooperação.

To promote and develop economic, social, scientific and cultural exchange between Portugal
and developing countries, especially the Portuguese-speaking ones..

ICAP – Instituto Civil da
Autodisciplina da Publicidade

Defence of its associates' interests; support for legal, economic and financial consultancy;
establishment of protocols to obtain special conditions for its associates..

International Associations Object
ETNO – European Telecommunication Network
Operator’s Association

To establish a constructive dialogue between the associated companies and other economic agents involved
in the development of information society. It also aims to contribute to the development of policies
that may lead to an efficient regulating environment for the European telecommunications market,
promoting the development and implementation of the information society.

ETSI/ETSI 3GPP – European Telecommunications
Standards Institute

A not-for-profit and independent organisation, whose mission is to produce telecommunications standards. It is officially
responsible for the development of a set of norms and technical documentation, which constitute a European contribution
for ICT's world norms. It is officially recognised by the European Commission and by the EFTA's secretariat.

EURESCOM – European Institute for Research
and strategic studies in Telecommunications

Its objective is to co-ordinate the launching and the development of R&D actions as well as the elaboration
of strategical studies in the communications area in cooperation with European operators.

MEBF – Mercosul European Business Forum Enterprise forum that follows and encourages the negotiations between the EU and the Mercosul for the free
trade agreement between the two blocks.

IEFT – Internet Engineering Task Force International community of network designers, operators, suppliers and researchers concerned with the evolution
of the Internet architecture and its functioning

ICANN – Internet Corporation
for Assigned Names and Numbers

World body responsible for establishing the rules of Internet use.With international remit, it is a not-for-profit entity
responsible for the distribution of the “Internet Protocol” (IP) numbers, naming protocol identification, control of the system
that names first level domains with generic codes (gTLD) and countries (ccTLD). Since it is a mixed capital society, the ICANN
is dedicated to the maintenance of Internet's operating stability, the promotion of competition, having a wide representation
from the global communities congregated on the Internet.

IEP – Instituto Electrotécnico Português Organism that acts in the areas of standardisation, quality control, certification, metrology, scientific and technological
development and investigation.

IT – Instituto de Telecomunicações To create and disseminate scientific knowledge in the area of telecommunications, which implies the development
of fundamental and applied investigation activities applied to an international context, in order to raise the level in teaching
and training, graduate and post-graduate, and to increase the competitiveness of Portuguese industry and
telecommunications' operators.

TMF – Telemanagement Fórum Identification, development and implementation of practical solutions oriented to the automation and coherence
of the operational activities of the telecommunications operators, in particular in the area of network management
and telecommunications services.

UIT – União Internacional das Telecomunicações Independent and international organisation that promotes joint work between governments and the private sector for the
exploitation of networks and telecommunications' sectors, and the development of communication technologies. The ITU's
objectives are: maintain and expand international cooperation between member-states and improve the rational use of all
telecommunications' classes; promote technical support for the developing countries in the telecommunications' area and
encourage the development of technical means, in order to increase telecommunications services' profitability and promote
the extension of telecommunications' benefits to all the inhabitants on the planet.

WWRF –WirelessWorld Research Forum To contribute to the development of an integrated vision of a wireless world, concentrate efforts on the definition
of investigation relevant for the future of wireless mobile communications.
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Appendix

1. Strategy and analysis

1.1 Declaration of the person with greater decision power in the organization 4, 5
(ie. General-Director, Chairman of the Board or position of
equivalent importance) on the relevance of the sustainability
for the organization and its strategy

1.2 Description of main impacts, risks and opportunties, related 4, 5
to the activity of the company

2. Organizational profile

2.1 Name of the reporting organization inside cover

2.2 Main brands, products and/or services 9

2.3 Operational structure of the organization, including main departments, 9
participated companies in operation and joint ventures

2.4 Location of the headquarters of the company inside cover

2.5 Countries where it is present and name of those with significantly 1
relevant operations for the sustainability issues handled in the report

2.6 Type and legal nature of ownership inside cover

2.7 Markets covered (including a detailed geographic analysis, 1, 8
the sectors covered and the types of beneficiaries / customers).

2.8 Dimension of the organization, including number of employees, 9
net sales (for organizations of the private sector) or net revenue
(for organizations of the public sector) and the amount
of products provided and services rendered.

2.9 Main changes occurred, during the period covered by the report, 1
in terms of dimension, organizational structure or the
shareholder structure

2.10 Prizes received during the period of the report 13

3. Parameters of the report

3.1 Period covered (ie civil/ fiscal year) for the information inside cover
presented in the report

3.2 Date of the latest published report (if applicable) 1

3.3 Report Publication cycle (annual, biennial, among others) 1

3.4 Person(s) to be contacted for clarifications relative to the report inside cover
or its content, including electronic address and the Internet site

3.5 Process for the definition of the report content, including: 1
the process to determine the relevance, the definition of priority
issues in the scope of the report and the identification of the
interested people that are potential users of the report

3.6 Boundaries of the report (countries or regions, products or services, 1
departments, installations, joint ventures or participated companies,
as well as other limitations of specific scope)

3.7 Mention any relative specific limitations to the scope 1
and the bondaries of the report

3.8 Base for report elaboration in what concerns joint ventures, participated, 1
partially controlled companies, leasehold installations, subcontracted
operations and other situations that can significantly effect the comparability
between distinct periods or with reports from other organizations

3.9 Data measurement techniques and calculation bases, including 1
underlying hypotheses and techniques to the estimates applied to the
compilation of the indicators and other information contained in the report

3.10 Explanation of the effect of any reformulations of existing information 1
in previous reports and the reasons for such reformulations
(ie fusions/acquisitions, change of period or year, nature of the business,
methods of measurement)

3.11 Significant changes, in relation the previous reports, in terms of scope, 1
boundary or applied methods of measurement

3.12 Table that identifies the place of the standard-information in the report 100 a 103

3.13 Policy and current practice relative to the search of an independent 104
process of reliability assurance for the report. If it is not be enclosed
in the reliability assurance report that follows the sustainability report,
explain the scope and the base of any independent verification that
has taken place as well as the nature of the existing relationship
between the organization and the auditor(s).

4. Governance, commitments and involvement

4.1 Structure of governance of the organization, including committees 20, 21 a 26
subordinated to the hierarchically highest governance body
and with responsibility for specific tasks, such as the definition
of the strategy or the supervision of the organization

4.2 Indicate if the Chairman of the hierarchically highest governance 21
body is simultaneously an executive director (and in this case which
are its functions in the scope of the management of the organization
and the reasons for this composition).

4.3 Indicate, in the case of organizations with a unitary administration 20
structure, the number of members of the hierarchically highest
governance body who are independent and/or non-executive members

4.4 Mechanisms that allow the shareholders and employees 17, 55 a 58, 60
to transmit recommendations or orientations to the hierarchically
highest governance body

4.5 Relationship between the remuneration of the members of the 23, 24
hierarchically highest governance body, top directors and executives
(including decision making agreements) and the organization
performance (including social and environmental performance)

4.6 Processes available to the hierarchically highest governance body 23
to prevent the occurrence of interest conflicts

4.7 Process for the determination of the qualifications and skills demanded 23
to the members of the hierarchically highest governance body to
relatively define the strategy of the organization relative to the issues
connected to the economic, environmental and social performance

4.8 The internal development of declaration of principles or mission, 9
codes of conduct and principles considered relevant for the economic,
environmental and social performance, as well as the implementation phase

4.9 Processes of the hierarchically highest governance body, to supervise 18, 23,
the form how the organization carries out the identification and 28 a 29, RC
the management of the economic, environmental and social performance,
the identification and the management of relevant risks and opportunities
as well as the adhesion or compliance with the internationally accepted
standards, codes of conduct and principles

4.10 Processes for the evaluation of the performance of the hierarchically 23, 28 a 29
highest governance body, especially in relation to the economic,
environmental and social performance

4.11 Explanation on whether the precaution principle is handled 28
by the organization and how it is done

4.12 Letters, principles or other initiatives developed externally of economic, 17
environmental and social nature that the organization subscribes
to or defends

4.13 Significant participation in associations (such as industrial associations) 98, 99
and/or national/international defense organizations where the
organization: holds positions in the governance bodies; participates
in projects and committees; contributes with substantial financings,
that exceed the normal obligations of the participants; faces
the participation as strategical

4.14 Relation of the groups that constitute the interested parties 9
involved by the organization

4.15 Base for the identification and selection of the interested parties 47
to be involved

4.16 Methods used to involve the interested parties 50 a 54, 55, 60,
including the frequency of the involvement, 70 a 72, 75,
by type and groups, of the interested parties 80, 81, 82 a 97

4.17 Main issues and concerns identified through the involvement 47
of the interested parties and the measures adopted by
the organization in their treatment, namely through the reports

5. Management handling and performance indicators

Economic

Economic performance

EC 1 Economic value generated and distributed, including revenues, 11, RC
operating costs, employee compensation, donations and other
community investments, retained earnings, and payments to capital
providers and governments [CORE]

EC 2 Financial implications and other risks and opportunities 9, 10, 29, 30, 36
for the organization's activities due to climate change [CORE]

EC 3 Coverage of the organization's defined benefit plan obligations [CORE] RC

EC 4 Significant financial assistance received from government [CORE] 12

Market presence

EC 5 Range of ratios of standard entry level wage compared to local 13
minimum wage at significant locations of operation [ADDITIONAL]

EC 6 Policy, practices, and proportion of spending on locally-based 70, 71
suppliers at significant locations of operation [CORE]

Index of Global Reporting Initiative indicators
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EC 7 Procedures for local hiring and proportion of senior management hired not relevant
from the local community at significant locations of operation [CORE]

Indirect economic impacts

EC 8 Development and impact of infrastructure investments and services 79
provided primarily for public benefit through commercial, in-kind,
or pro bono engagement [CORE]

EC 9 Understanding and describing significant indirect economic impacts, 82 a 90
including the extent of impacts [ADDITIONAL]

Environmental

Materials

EN 1 Materials used by weight or volume [CORE] 38 a 45

EN 2 Percentage of materials used that are recycled input materials [CORE] 38 a 45

Energy

EN 3 Direct energy consumption by primary energy source [CORE] 38 a 45

EN 4 Indirect energy consumption by primary source [CORE] 38 a 45

EN 5 Energy saved due to conservation and efficiency 38 a 45
improvements [ADDITIONAL]

EN 6 Initiatives to provide energy-efficient or renewable energy based 38 a 45
products and services, and reductions in energy requirements
as a result of these initiatives [ADDITIONAL]

EN 7 Initiatives to reduce indirect energy consumption 38 a 45
and reductions achieved [ADDITIONAL]

Water

EN 8 Total water withdrawal by source [CORE] 38 a 45

EN 9 Water sources significantly affected by withdrawal of water not relevant
[ADDITIONAL]

EN 10 Percentage and total volume of water recycled and reused [ADDITIONAL] not relevant

Biodiversity

EN 11 Location and size of land owned, leased, managed in, 34, 35
or adjacent to, protected areas and areas of high biodiversity
value outside protected areas [CORE]

EN 12 Description of significant impacts of activities, products, and services 34, 35
on biodiversity in protected areas and areas of high biodiversity
value outside protected areas [CORE]

EN 13 Habitats protected or restored [ADDITIONAL] not relevant

EN 14 Strategies, current actions, and future plans for managing 34 a 36
impacts on biodiversity [ADDITIONAL]

EN 15 Number of IUCN Red List species and national conservation not relevant
list species with habitats in areas affected by operations,
by level of extinction risk [ADDITIONAL]

Emissions, effluents, and waste

EN 16 Total direct and indirect greenhouse gas emissions by weight [CORE] 38 a 45

EN 17 Other relevant indirect greenhouse gas emissions by weight [CORE] 38 a 45

EN 18 Initiatives to reduce greenhouse gas emissions and 34, 36 a 37
reductions achieved [ADDITIONAL]

EN 19 Emissions of ozone-depleting substances by weight [CORE] not available

EN 20 NOx, SOx, and other significant air emissions by type not available
and weight [CORE]

EN 21 Total water discharge by quality and destination [CORE] not available

EN 22 Total weight of waste by type and disposal method [CORE] 38 a 45

EN 23 Total number and volume of significant spills [CORE] not relevant

EN 24 Weight of transported, imported, exported, or treated waste not relevant
deemed hazardous under the terms of the Basel Convention
Annex I, II, III, and VIII, and percentage of transported waste
shipped internationally [ADDITIONAL]

EN 25 Identity, size, protected status, and biodiversity value of water not relevant
bodies and related habitats significantly affected by the reporting
organization's discharges of water and runoff [ADDITIONAL]

Products and services

EN 26 Initiatives to mitigate environmental impacts of products and services, 38 a 45
and extent of impact mitigation [CORE]

EN 27 Percentage of products sold and their packaging materials 38 a 45
that are reclaimed by category [CORE]

Compliance

EN 28 Monetary value of significant fines and total number 43
of non-monetary sanctions for non-compliance with
environmental laws and regulations [CORE]

Transport

EN 29 Significant environmental impacts of transporting products and 38 a 45
other goods and materials used for the organization's operations,
and transporting members of the workforce [ADDITIONAL]

Overall

EN 30 Total environmental protection expenditures and investments 38 a 45
by type [ADDITIONAL]

Social performance: Labour practices & decent work

Employment

LA 1 Total workforce by employment type, employment contract, 61
and region [CORE]

LA 2 Total number and rate of employee turnover by age group, 61
gender, and region [CORE]

LA 3 Benefits provided to full-time employees that are not provided 60
to temporary or part-time employees, by major operations [ADDITIONAL]

Labour/management relations

LA 4 Percentage of employees covered by collective bargaining agreements 61
[CORE]

LA 5 Minimum notice period(s) regarding significant operational changes, 60
including whether it is specified in collective agreements [CORE]

Occupational health and safety

LA 6 Percentage of total workforce represented in formal joint 59
management-worker health and safety committees
that help monitor and advise on occupational health
and safety programs [ADDITIONAL]

LA 7 Rates of injury, occupational diseases, lost days, and absenteeism, 61
and number of work-related fatalities by region [CORE]

LA 8 Education, training, counseling, prevention, and risk-control 66 a 69
programs in place to assist workforce members, their families,
or community members regarding serious diseases [CORE]

LA 9 Health and safety topics covered in formal agreements 60
with trade unions [ADDITIONAL]

Training and education

LA 10 Average hours of training per year per employee 63
by employee category [CORE]

LA 11 Programs for skills management and lifelong learning 63 a 65
that support the continued employability of employees
and assist them in managing career endings [ADDITIONAL]

LA 12 Percentage of employees receiving regular performance not available
and career development reviews [ADDITIONAL]

Diversity and equal opportunity

LA 13 Composition of governance bodies and breakdown of employees 61
per category according to gender, age group, minority group
membership, and other indicators of diversity [CORE]

LA 14 Ratio of basic salary of men to women by employee category 60
[CORE]

Social performance: human rights

Investment and procurement practices

HR 1 Percentage and total number of significant investment not relevant
agreements that include human rights clauses or that
have undergone human rights screening [CORE]

HR 2 Percentage of significant suppliers and contractors that have 72
undergone screening on human rights and actions taken [CORE]

HR 3 Total hours of employee training on policies and procedures 63
concerning aspects of human rights that are relevant to operations,
including the percentage of employees trained [ADDITIONAL]

Non-discrimination

HR 4 Total number of incidents of discrimination and actions taken [CORE] 61

Freedom of association and collective bargaining

HR 5 Operations identified in which the right to exercise freedom not relevant
of association and collective bargaining may be at significant
risk, and actions taken to support these rights [CORE]

Child labour

HR 6 Operations identified as having significant risk for incidents not relevant
of child labour, and measures taken to contribute to the
elimination of child labor [CORE]

Forced and compulsory labour

HR 7 Operations identified as having significant risk for incidents not relevant
of forced or compulsory labour, and measures to contribute
to the elimination of forced or compulsory labor [CORE]

Security practices

HR 8 Percentage of security personnel trained in the organization's não relevante
policies or procedures concerning aspects of human rights
that are relevant to operations [ADDITIONAL]

Indigenous rights

HR 9 Total number of incidents of violations involving rights não relevante
of indigenous people and actions taken [ADDITIONAL]
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Appendix _ index of Global Reporting Iniciative indicators

Social performance: society

Community

SO 1 Nature, scope, and effectiveness of any programs and practices 26 a 31
that assess and manage the impacts of operations on communities,
including entering, operating, and exiting [CORE]

Corruption

SO 2 Percentage and total number of business units 17, 28 a 31
analyzed for risks related to corruption [CORE]

SO 3 Percentage of employees trained in organization's 63
anti-corruption policies and procedures [CORE]

SO 4 Actions taken in response to incidents of corruption [CORE] 61

Public policy

SO 5 Public policy positions and participation in public 16
policy development and lobbying [CORE]

SO 6 Total value of financial and in-kind contributions to political parties, 16
politicians, and related institutions by country [ADDITIONAL]

Anti-competitive behavior

SO 7 Total number of legal actions for anti-competitive behavior, anti-trust, not available
and monopoly practices and their outcomes [ADDITIONAL]

Compliance

SO 8 Monetary value of significant fines and total number of non-monetary 74
sanctions for non-compliance with laws and regulations [CORE]

Social performance: product responsibility

Customer health and safety

PR 1 Life cycle stages in which health and safety impacts of products and 50
services are assessed for improvement, and percentage of significant
products and services categories subject to such procedures [CORE]

PR 2 Total number of incidents of non-compliance with regulations 50
and voluntary codes concerning health and safety impacts of products
and services during their life cycle, by type of outcomes [ADDITIONAL]

Products and service labeling

PR 3 Type of product and service information required by procedures, 50
and percentage of significant products and services subject
to such information requirements [CORE]

PR 4 Total number of incidents of non-compliance with regulations 54
and voluntary codes concerning product and service information
and labeling, by type of outcomes [ADDITIONAL]

PR 5 Practices related to customer satisfaction, including results 53
of surveys measuring customer satisfaction [ADDITIONAL]

Marketing communications

PR 6 Programs for adherence to laws, standards, and voluntary 51
codes related to marketing communications, including advertising,
promotion, and sponsorship [CORE]

PR 7 Total number of incidents of non-compliance with regulations 54
and voluntary codes concerning marketing communications,
including advertising, promotion, and sponsorship by type
of outcomes [ADDITIONAL]

Customer privacy

PR 8 Total number of substantiated complaints regarding breaches 51, 52
of customer privacy and losses of customer data [ADDITIONAL]

Compliance

PR 9 Monetary value of significant fines for non-compliance 74
with laws and regulations concerning the provision
and use of products and services [CORE]

Telecommunications sector indicators

Indicators page

Internal operations

Investment

IO 1 Capital investment in telecommunication network infrastructure 11
broken down by country/region

IO 2 Net costs for service providers under the Universal Service not available
Obligation when extending service to geographic locations and
low-income groups, which are not profitable. Describe relevant
legislative and regulatory mechanisms

Health and safety

IO 3 Practices to ensure health and safety of field personnel involved 68
in the installation, operation and maintenance of masts, base stations,
laying cables and other outside plant. Related health and safety issues
include working at heights, electric shock, exposure to EMF and radio
frequency fields, and exposure to hazardous chemicals

IO4 Compliance with ICNIRP (International Commission on Non-Ionising 34 a 45
Radiation Protection) standards on exposure to radiofrequency (RF)
emissions from handsets

IO 5 Compliance with ICNIRP (International Commission on Non-Ionising 34 a 45
Radiation Protection) guidelines on exposure to radiofrequency (RF)
emissions from base stations

IO 6 Policies and practices with respect to Specific Absorption 34 a 45
Rate (SAR) of handsets

Infrastructure

IO 7 Policies and practices on the siting of masts and transmission 34 a 45
sites including stakeholder consultation, site sharing, and initiatives
to reduce visual impacts. Describe approach to evaluate consultations
and quantify where possible

IO 8 Number and percentage of stand-alone sites, shared sites, not available
and sites on existing structures

Providing access to telecommunication products and services: bridging the digital divide1

PA 1 Policies and practices to enable the deployment of telecommunications 82 a 90
infrastructure and access to telecommunications products and services
in remote and low population density areas. Include an explanation
of business models applied

PA 2 Policies and practices to overcome barriers for access and use 82 a 90
of telecommunication products and services including: language,
culture, illiteracy, and lack of education, income, disabilities, and age.
Include na explanation of business models applied

PA 3 Policies and practices to ensure availability and reliability of 83
thelecommunications products and services and quantify, where
possible, for specified time periods and locations of down time

PA 4 Quantify the level of availability of telecommunications products 13, 82 a 90
and services in areas where the organisation operates.
Examples include: customer numbers/market share, addressable market,
percentage of population covered, percentage of land covered

PA 5 Number and types of telecommunication products and services 82 a 90
provided to and used by low and no income sectors of the population.
Provide definitions selected. Include explanation of approach to pricing,
illustrated with examples such as price per minute of dialogue/bit of
data transfer in various remote, poor or low population density areas

PA 6 Programmes to provide and maintain telecommunication products 83
and services in emergency situations and for disaster relief

Access to content

PA 7 Policies and practices to manage human rights issues relating to access 50 a 54
and use of telecommunications products and services. For example:
a) Participation in industry initiatives or individual initiatives related
to Freedom of Expression
b) Legislation in different markets on registration, censorship, limiting access
c) Interaction with governments on security issues for surveillance purposes
d) Interaction with national and local authorities and own initiatives
to restrict criminal or potentially unethical content
e) Protecting vulnerable groups such as children
Explain how such policies and practices are adapted and applied
in different countries.

Customer relations

PA 8 Policies and practices to publicly communicate on EMF 34 a 45
related issues. Include information provides at points of sales material

PA 9 Total amount invested in programmes and activities in electromagnetic 34 a 45
field research. Include description of programmes currently contributed
to and funded by the reporting organisation

PA 10 Initiatives to ensure clarity of charges and tariffs 50 a 54

PA 11 Initiatives to inform customers about product features, 50 a 54
and applications that will promote responsible, efficient,
cost effective, and environmentally preferable use.

Technology applications

TA 1 Provide examples of the resource efficiency of telecommunication 50 a 54
products and services delivered

TA 2 Provide examples of telecommunication products, services 82 a 90
and applications that have the potential to replace physical
objects (e.g. a telephone book by a database on the web
or travel by videoconferencing)

TA 3 Disclose any measures of transport and/or resource not available
changes of customer use of the telecommunication products
and services listed above. Provide some indication of scale,
market size, or potential savings.

TA 4 Disclose any estimates of the rebound effect (indirect consequences) not available
of customer use of the products and services listed above, and lessons
learned for future development. This may include social consequences
as well as environmental.

TA 5 Description of practices relating to intellectual property 81
rights and open source technologies.

Indicators page Indicators page
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GRI index justifications

EC 7 The scope of PT's report concerns only the activities developed within the
Portuguese territory; the Group's employees are mostly of Portuguese nationality.

EN 9 The non-relevance of this indicator is justified by the fact that water
withdrawal comes from the public network and is used for administrative purposes.

EN 10 PT considers that its water consumption is not high enough to justify
the investment in water recycling and reuse mechanisms.

EN 13 Most of the properties used by PT are located in urban areas. The company
does not have a precise inventory of the protected habitats derived from
the practices implemented to protect and minimize impacts on biodiversity.

EN 15 Most of the properties used by PT are located in urban areas, being small
the proportion of telecommunications infrastructures (antennas and cabling)
located in natural parks. Even though not being significant the impact on
changes to natural habitats, PT has developed several programs for protection
and upgrade of natural ecosystems and species in some more degraded zones.
An example of measures to minimize these impacts is the development
of infrastructures of support to nest building.

EN 19, 20 The company does not have a systematic data gathering system for these indicators.

EN 21 The water discharges made by PT are associated with the existing sanitation
drain pipes in its buildings. The water used in such a way by PT, enters the urban
sanitation system. PT does not take this water into account, nor has identified
the form as it is later treated or discharged. As PT's main activity does not have
direct implications on the level of significant water discharges, this indicator
was considered as not relevant.

EN 23 This indicator is not considered relevant considering the main activity
of the Group's companies.

EN 24 This indicator is not considered relevant considering the main activity
of the Group's companies, although there are emergency generators
in the Group's buildings and some kind of leakage might occur.

EN 25 This indicator is not considered relevant considering the main activity
of the Group's companies

LA 12 In 2007 the organizational climate survey was not carried out.

HR 1 This indicator is not relevant for PT's activity in the Portuguese market
that defines the scope of this report, where the national legislation integrates
all the main international conventions in the area of the Human Rights

HR 5 The Portuguese legislation, as well as PT's Company Agreement
foresee the free exercise of the freedom of association.

HR 6 This indicator is not relevant for PT's activity in the Portuguese market
that defines the scope of this report, where the national legislation integrates
all the main international conventions in the area of child labour.

HR 7 This indicator is not relevant for PT's activity in the Portuguese market that
defines the scope of this report, where the national legislation integrates
all the main international conventions in the area of forced or compulsory labour.

HR 8 This indicator is not considered relevant considering the main activity
of the Group's companies.

HR 9 This indicator is not considered relevant for PT's activity in the home market,
which defines the scope of this report.

SO7 Portuguese law is very specific concerning competition law. Please go to site
of the high authority for competition http://www.concorrencia.pt/

IO 2 Although PT makes investments to fulfill its universal service obligations,
the criteria for the calculation of its value are not stabilized yet.

IO 8 PT does not have any data gathering system to identify the number
of shared sites. Nevertheless sharing sites is a good practice of the Group.

TA 3 Although impacts derived from PT's activity are material by changing the behaviour
of its customers in the use of transportation and in the reduction of resource
consumption, PT has not carried out any study to quantify those impacts.

TA 4 Although impacts derived from PT's activity are material by changing the behaviour
of its customers in the use of transportation and in the reduction of resource
consumption, PT has not carried out any study to quantify those impacts.



SGS ICS

To the Board of Directors of Portugal Telecom, SGPS, SA

Nature and Scope of the Verification
By request of Portugal Telecom SGPS, SA, SGS ICS performed an

independent verification of the Sustainability Report 2007. The scope

of the verification, based on SGS’ methodology for Sustainability

Reports Verification, included the text, data, charts and the declarations

contained herein. Data from the legally certified financial reports

were not verified at the source, throughout this verification.

Responsibility
The Board of Directors of the Portugal Telecom Group is responsible

for the information disclosed and for setting evaluation criteria. The Board

is also responsible for establishing the systems for gathering, classifying,

validating and reporting the information. SGS ICS did not participate in the

treatment of any information comprised in the Sustainability Report 2007.

It is the responsibility of SGS ICS to issue an opinion regarding the

suitability of the aforementioned information, based on the independent

verification protocol, which was carried out with regards to the scope

and the purpose of the verification commitment.

Independence and Competence Statement
SGS Group is a world leader in inspection, assessment and verification

services, operating in over 140 countries, with an offer that includes the

certification of services, of quality, environmental and social management

systems, and auditing procedures concerning ethical issues, as well as the

verification of environmental, social and sustainability reports. SGS ICS

asserts its independence before favours, outside influence and conflicts

of interests related to PT Group, its subsidiaries and interested parties.

The members of the verification team were selected according to

their knowledge, experience and qualifications regarding the proposed

verification. The team included auditors registered with the Institute

of Environmental Management and Assessment (IEMA), the International

Register of Certified Auditors (IRCA), Social Accountability International

(SAI) and also EMASVerifiers. The participating verifiers have coordinating

auditor qualifications for the performance of certification audits to ISO 9001

quality management systems, ISO 14001 environmental management

systems, OSHAS 18001 occupational safety and health management

systems, and SA8000 social responsibility management systems.

Verification Criteria and Methodology
SGS Group developed a set of protocols for the verification

of sustainability reports (Sustainability Report Assurance) based

on the best practices established by the 2006 Sustainability Reporting

Guidelines of the Global Reporting Initiative (GRI) and the AA1000

Assurance Standard (2003). These protocols are classified into different

verification levels, according to the reporting history and the capacity

of the reporting organization.

The Sustainability Report 2007 was verified in accordance with the

level 2 protocol, consisting of (i) the identification of the existence of

management control systems supported by organisational policies and

resources, (ii) the assessment of the efficiency of the procedures and

systems for gathering, classifying, validating and reporting the information

contained herein, including, whenever necessary, corroborative statements

and/or evidence from external interested parties, (iii) carrying out a

sample of certain procedures for consolidating the information concerning

the reported environmental and social performance, (iv) comparing the

included financial information with the information contained in the

financial reports from where it was retrieved, (v) interviewing the

managers responsible for preparing the information (vi) providing

evidence that the fundamental principles of the GRI reporting

guidelines (2006) have been considered and applied, and (vii) verifying

the fulfilment of the terms required for stating that this report was

prepared “in accordance with” Level A GRI guidelines (2006).

Conclusions
Based on the methodology identified above and the work carried out,

it is the opinion of SGS ICS that the information and data included in the

verified report are accurate, comprehensive, reliable and provide an adequate

representation of the activities of the Portugal Telecom Group, in Portugal,

throughout a period of twelve months ended in 31 December 2007.

SGS ICS states that the Sustainability Report 2007, the object of this

verification, was prepared in accordance with GRI Guidelines (2006),

fulfilling the Level A+ requirements necessary for that purpose.

Recommendations
Based on the verification carried out, we identified areas for improvement

that allow for the strengthening of the Social Responsibility context

of the Portugal Telecom Group. The observations identified will be object

of the Internal Management Report directed at the Board of Directors of

the Portugal Telecom Group.

SGS ICS points out that the Portugal Telecom Group should consolidate

the dissemination of the forms of management for all GRI indicator

categories, once the GRI Level of Application is increased.

In representation of SGS ICS

Patrícia Pereira Luís Neves

Certification Department

Lisbon, 28 May 2007
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