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prepared in accordance with International Financial Reporting Standards (“IAS/IFRS”) issued by the International 
Accounting Standards Board (“IASB”), as adopted by the European Union;  
(ii) Enabler was sold on 30 June 2006 and, in order to facilitate comparisons of 2006 results against the previous 
year, the 2005 comparative figure has been restated (2005R) to exclude Enabler’s contribution to Sonaecom and 
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(iii) 2006 full year and fourth quarter results include costs associated with the Public Tender Offer for Portugal 
Telecom and, in order to isolate these non-recurrent costs from the operational performance of the year, the 2006 
figures have been restated (2006A) for comparative purposes. All comparisons, when stated, are made on this 
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1. Message from Paulo Azevedo, CEO of Sonaecom 
 
Undoubtedly, 2006 was a year rich with encouraging developments notwithstanding our 
failure to achieve our prime objective of taking control of Portugal Telecom. The main 
developments were the improved operating and financial performance of our telecom 
businesses and the corporate and organizational restructuring carried out during the year. 
We are also cautiously optimistic in relation to government public statements and increased 
competition in the fixed sector.  
 
A stronger Sonaecom 
Our 2006 results show that Sonaecom is capable of growing despite regulatory constraints 
such as the decreasing and symmetric mobile termination rates (MTRs), and despite existing 
competitive distortions in the fixed market, with the incumbent operator enjoying a virtual 
monopoly position in the voice, broadband and wholesale segments, owning both the cable 
and copper networks and effectively controlling all premium content.  
 
When compared to 2005(R), turnover reached 836 million euros and EBITDA increased by 
19.3%, generating an EBITDA margin of 22.0%. These results were only possible due to the 
growth achieved in our telecom customer base and customer revenues, offsetting both the 
decline in regulated telecom revenues and a difficult year in our media business.   
 
Increased technical investment, which reached 134 million euros, excluding financial 
investments and provisions for sites dismantling, reinforced our network capacity and 
capillarity and independence from the incumbent.  
 
Mobile activities 
2006 was an important year for our mobile activities, with Optimus achieving a good set of 
financial and operational results notwithstanding the negative impact of the programmed 
cuts in MTRs, and the tough competitive environment in a saturated market.   
 
Optimus’ determined focus on anticipating consumer desires and needs, together with its 
technological skills, have led the company to continuously increase investment in new 
business and growth initiatives. These include the deployment of a full scale UMTS and 
HSDPA network capacity, the launch of new wireless convergent and internet products and 
the exploitation of new market niches such as mobile television, videophone and music 
downloading. The investment in growth and profitability, initiated in 2005, has paid off as 
demonstrated by the growth in subscribers by 10.6%, the highest increase since 2002, the 
increase of data revenues, now accounting for more than 14% of service revenues, and in 
the positive market advances of our new mobile solutions.  
 
Wireline activities 
As regards Sonaecom Fixed, the company identified market developments and responded 
quickly to the needs of both its residential and corporate customers, by exploiting high 
speed broadband solutions and the convergence of voice, data and image.    
 
In 2006, Sonaecom Fixed devoted all of its efforts to transforming its business model into a 
fully fledged direct access business and pushing its broadband business through direct offers 
based on ADSL 2+ technology. At the end of 2006, the company was at the leading edge of 
broadband value propositions, offering up to 24Mbps for bundled voice and internet at very 
competitive prices and pioneering the development of IPTV, under the Clix SmarTV brand. 
At the end of 2006, Sonaecom Fixed had 346 thousand services and 131 thousand direct 
ADSL accesses, with direct access accounting for circa 72% of customer revenues in 4Q06. 
This represents 27.6% growth of total services and 159.1% growth of direct ADSL accesses, 
when compared to end of 2005.  
 
It has become clear that our strategy to transform both the residential and business 
wireline activities into a direct access model was correct. I am delighted that our bold push 
for unbundling, which exposed publicly the multiple hurdles the incumbent was creating to 
effectively block the process, has been successful. Fortunately, consumers were able to 
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distinguish the causes of the initial blockage and, although there are still many burocratic 
hindrances in the unbundling process, have now clearly voted Clix as the best internet 
service in the Portuguese Broadband market. A lot of work remains to be accomplished but 
is only fair to restate the important work carried out by the government and ANACOM to 
enforce a more efficient unbundling process in defence of consumer and public interest.     
 
Media and IT activities 
At Público, 2006 was a difficult year. However, important decisions were taken to address 
the poor operating and financial performance, including the redesign of the newspaper and 
the implementation of a restructuring plan aimed at improving processes and productivity 
and at reducing fixed costs significantly. By the end of 2006, the restructuring plan 
implemented had already achieved approximately 3 million euros of annual savings in 
personnel costs and 1 million euros of savings in general and administrative costs, whilst at 
the same time preparing the launch of a “new Público”, with significantly more content. 
These actions are expected to materially improve Público’s performance and results as 
from 2Q07. 
 
The Software and Systems Information division (SSI) achieved significant organic growth 
during 2006, mainly driven by the performance at Wedo which has been successful in selling 
its revenue assurance product, RAID, to leading international telecom operators. 2006 was 
also marked by the sale of the first investment to reach maturity and the start up of two 
new companies.  
 
Corporate Developments 
Important corporate milestones were also achieved during 2006 regarding our portfolio of 
companies. In June 2006, we completed the sale of Enabler to one of the largest IT/IS 
providers worldwide, consistent with internal strategic guidelines established for the SSI 
division. In addition, during 2H06, Sonaecom achieved its long standing ambition to own 
100% of its mobile company, Optimus, through an agreement with EDP and Parpública for a 
share-for-share exchange of their shareholdings in Optimus for shares in Sonaecom.   As a 
result, we will now have greater operating and financial flexibility in managing our 
businesses and in further developing our integrated strategy for our telecoms. 
 
Our public tender offer for Portugal Telecom (PT), launched on 6 February 2006, was 
blocked at PT’s EGM on 2 March 2007 by a group of minority shareholders whose actions 
denied the majority of shareholders the individual choice to accept or reject our 10.5 euros 
per share cash offer. This conclusion to our bid was disappointing both in terms of 
shareholder democracy and from a Portuguese capital markets perspective and has denied 
shareholders of both PT and Sonaecom significant value creation that the transaction would 
have crystallised.  
 
Despite having failed to achieve our main objective, we are cautiously confident that our 
bid for PT will have contributed to a more positive competitive environment in the overall 
Portuguese telecommunications market. The extensive and rigorous analysis of the telecom 
sector, which the competition authority undertook, clearly identified the extent and nature 
of competitive distortions and obstacles, and opened way to a public debate and a number 
of commitments. Firstly, it had the merit of forcing PT to propose, as a defensive plan, 
some measures that, if complied with and implemented, will transform the competitive 
landscape of the Portuguese wireline market. This includes the spin-off of PTM, its cable 
business with approximately 85% of Pay-TV market share, which controls premium content 
and is the only provider of DTH satellite television in Portugal, and the vertical separation 
of the copper network. Secondly, public statements and commitments made by the 
government and by regulators during the course of our bid, in relation to guaranteeing true 
separation of the two fixed networks and development of healthy competition in access to 
content, should if complied with, lead to greater regulatory pressure and discipline on PT 
with the aim of curbing its ability to abuse its dominant market position. Thirdly, our bid 
facilitated final negotiations on the roll-up of EDP’s and Parpública’s shareholdings in 
Optimus in exchange for shares in Sonaecom  giving us control of 100% of Optimus and also 

   3



SONAECOM FULL YEAR RESULTS 2006/YEAR ENDED 31 DECEMBER  

leading to an increase in our free float. As a result, Sonaecom has come out from this 
transaction strengthened and with enhanced market credibility. 
 
However, in this respect, a word of caution is necessary, as many times in the history of 
telecoms liberalization in Portugal, initial statements of political and regulatory intention 
to open up the market and increase competition have withered as a result of less than 
transparent involvement with PT and its more influential shareholders. Invariably, as a 
government time in office elapses, these connections result in policies that do not defend 
public interest and an unwillingness to push for regulation in the name of the consumer. It 
is time for the government and regulators to deliver on their commitments and on the 
expectations of consumers and private enterprises.  
 
Building our future on past achievements  
I believe Sonaecom has what it takes to continue to successfully develop its business as the 
leading challenger to PT in the Portuguese telecommunications market and to lead the 
market in innovation and price competitiveness. Allied with the expected improvement in 
regulatory control and a fairer competitive environment, we will continue to invest for 
growth and strive for excellence. We will also continue to look for disruptive growth 
opportunities, as financial markets increasingly support our ambition and believe in our 
management capabilities.  
 
I am proud of what has been achieved during 2006, which has only been possible due to the 
determination, innovation, ambition and hard work with which the organization responded 
to the challenges set by management, as well as the reputation and credibility built over 
the years. The success and progress made is a tribute to all our officers and employees and 
to the time and effort they have given.  
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2. Full year Highlights 
 
Sonaecom’s ability to identify and focus on specific growth opportunities across the 
telecoms market is reflected in its full year 2006 results that showed solid growth and 
improved profitability in the telecom businesses. 
 
Operational Highlights 
OPERATING KPI's 4Q05 4Q06 y.o.y 2005 2006 y.o.y

Optimus
Customers (EOP) ('000) 2,353.2 2,601.9 10.6% 2,353.2 2,601.9 10.6%

Net Additions ('000) 82.7 110.4 33.5% 224.4 248.7 10.8%

Data as % Service Revenues 13.4% 16.3% 2.9pp 11.2% 14.4% 3.2pp

MOU (1) (min.) 120.9 117.9 -2.5% 114.4 115.9 1.4%

Sonaecom Fixed
Total Services (EOP) 271,463 346,308 27.6% 271,463 346,308 27.6%

Direct 93,861 247,120 163.3% 93,861 247,120 163.3%

Direct access as % Customer Revenues 46.4% 71.5% 25.1pp 35.9% 65.6% 29.6pp

Sonaecom 
Employees 2,301 1,871 -18.7% 2,301 1,871 -18.7%

(1) Minutes of Use per Customer per month (Home is included since 4Q05).  
 Optimus: customers increased by 10.6% to 2.6 million in 2006, compared to 2.4 million at 
the end of 2005; data revenues represented 14.4% of service revenues in the year, up 
from 11.2% in 2005. 

 Sonaecom Fixed: direct access services increased by 153.3 thousand to 247.1 thousand at 
the end of 2006, from 93.9 thousand, at the end of 2005. When compared to 3Q06, direct 
access services increased by 12.8%; direct access revenues represented 65.6% of customer 
revenues in 2006, compared to 35.9% in 2005.  

 Sonaecom: total employees decreased 18.7% compared to 2005 and 3.5% from the 
previous quarter, as a result of the sale of Enabler in June 2006 and Público’s 
restructuring plan that reduced headcount by 80. Excluding Enabler’s 309 employees in 
2005, Sonaecom’s headcount would have decreased by 6.1% in 2006 compared to 2005, 
consistent with the pursuit of productivity gains and an integrated structure.  

 
Consolidated Financial Highlights 

CONSOLIDATED FINANCIAL KPI's 4Q05 4Q05(R) 4Q06 4Q06(A) y.o.y 2005 2005(R) 2006 2006(A) y.o.y

Turnover 216.0 209.1 212.0 212.0 1.4% 843.5 829.7 836.0 836.0 0.8%

Service Revenues 184.7 178.2 189.3 189.3 6.2% 741.2 727.9 746.8 746.8 2.6%

Customer Revenues 134.2 127.8 141.2 141.2 10.5% 525.0 511.8 543.5 543.5 6.2%

Operator Revenues 50.5 50.5 48.1 48.1 -4.8% 216.1 216.1 203.3 203.3 -5.9%

EBITDA (1) 31.7 30.3 33.1 33.1 9.3% 156.9 154.5 184.3 184.3 19.3%

EBITDA Margin (%) 14.7% 14.5% 15.6% 15.6% 1.1pp 18.6% 18.6% 22.0% 22.0% 3.4pp

EBIT -2.5 -3.8 -33.3 -2.4 36.3% 28.7 26.6 17.8 48.7 82.9%

EBT -6.1 -7.4 -38.2 -7.3 1.5% 15.6 13.5 0.4 31.3 131.1%

Net Results - Group Share (2) -5.2 -6.0 -40.4 -9.4 -58.5% 2.2 0.9 -13.9 17.0 -

Operating CAPEX (3) 44.3 44.2 52.4 52.4 18.5% 116.6 116.4 134.1 134.1 15.2%

Operating CAPEX as % of Turnover 20.5% 21.1% 24.7% 24.7% 3.6pp 13.8% 14.0% 16.0% 16.0% 2pp

EBITDA - Operating CAPEX -12.6 -13.9 -19.3 -19.3 -38.5% 40.3 38.1 50.3 50.3 31.9%

Total CAPEX 47.3 47.3 54.4 54.4 15.0% 140.8 140.6 253.5 253.5 80.2%

Operating Cash Flow 13.3 12.5 18.9 18.9 51.0% 45.4 43.6 51.3 51.3 17.5%

FCF (4) 10.3 -0.3 12.2 12.2 - 13.4 -1.3 -81.7 -81.7 -

Million euros

(1) Includes 25.3 million euros capital gain from the sale of Enabler; (2) Net Results after Minor ity Interests; (3) Operating CAPEX excludes Financial Investments

and Provisions for sites dismantling; (4) FCF Levered after Financial Expenses but before Capital Flows and Financing related up-front Costs; includes cost of

acquir ing aproximately 11.3 million shares of PT at average pr ice of 9.38 euros; (R) Restated to exclude Enabler 's contr ibution in 2H05; (A) Adjusted to exclude

Tender Offer  Costs.  
 
 Service revenues reached 746.8 million euros, 2.6% higher than 2005(R) level, driven by 
growth of the new mobile products and direct wireline broadband services, and 
notwithstanding the regulated decrease in MTRs. 

 Customer revenues increased by 6.2% to 543.5 million euros in 2006(A) when compared to 
511.8 million euros in 2005(R), driven by a 23.6% increase at Sonaecom Fixed and a 3.7% 
increase at Optimus. 

 EBITDA increased by 19.3% to 184.3 million euros, including a 25.3 million euros capital 
gain generated by the sale of Enabler. Excluding the impact of the capital gain, EBITDA 
would have increased by 3.0% to 159.0 million euros.  
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3. Consolidated Results 
 

3.1. Consolidated Income Statement 
 

CONSOLIDATED INCOME STATEMENT 4Q05 4Q05(R) 4Q06 4Q06(A) y.o.y 2005 2005(R) 2006 2006(A) y.o.y

Turnover 216.0 209.1 212.0 212.0 1.4% 843.5 829.7 836.0 836.0 0.8%
Optimus 161.4 161.4 156.7 156.7 -2.9% 627.4 627.4 610.4 610.4 -2.7%

Sonaecom Fixed 41.4 41.4 54.0 54.0 30.6% 158.4 158.4 200.2 200.2 26.4%

Público 10.9 10.9 9.0 9.0 -17.3% 44.1 44.1 36.4 36.4 -17.5%

SSI 21.4 14.4 17.4 17.4 20.6% 86.0 72.2 78.8 78.8 9.1%

Other & Eliminations -19.0 -19.0 -25.1 -25.1 -32.2% -72.4 -72.4 -89.7 -89.7 -23.8%

Other Revenues 1.3 0.9 2.4 2.4 177.2% 5.8 5.0 32.0 32.0 -
Operating Costs 183.4 177.4 179.0 179.0 0.9% 684.6 672.4 673.1 673.1 0.1%
COGS 36.6 36.3 29.7 29.7 -18.1% 114.9 114.6 102.1 102.1 -10.9%

Network Costs (1) 64.5 64.5 66.6 66.6 3.3% 253.3 253.3 256.0 256.0 1.1%

Personnel Costs 24.9 21.4 25.2 25.2 17.6% 102.8 96.0 102.5 102.5 6.8%

Marketing & Sales 26.9 26.9 26.7 26.7 -0.8% 95.2 95.0 94.1 94.1 -1.0%

Outsourcing Services (2) 16.4 15.5 15.6 15.6 0.5% 60.1 57.6 60.9 60.9 5.7%

General & Administrative Expenses 12.2 11.0 12.1 12.1 9.7% 46.3 43.8 46.3 46.3 5.7%

Other Operating Costs 1.9 1.9 3.2 3.2 69.4% 12.0 12.0 11.1 11.1 -7.2%

Provisions and Impairment Losses 2.3 2.3 2.4 2.4 4.8% 7.8 7.8 10.6 10.6 36.6%

EBITDA (3) 31.7 30.3 33.1 33.1 9.3% 156.9 154.5 184.3 184.3 19.3%
EBITDA Margin (%) 14.7% 14.5% 15.6% 15.6% 1.1pp 18.6% 18.6% 22.0% 22.0% 3.4pp

Optimus 36.5 36.5 34.5 34.5 -5.5% 167.1 167.1 169.1 169.1 1.1%

Sonaecom Fixed -6.3 -6.3 0.2 0.2 - -14.7 -14.7 -6.2 -6.2 57.4%

Público 0.2 0.2 -2.9 -2.9 - -1.7 -1.7 -8.8 -8.8 -

SSI 2.0 0.6 1.8 1.8 195.6% 9.5 7.2 31.8 31.8 -

Other & Eliminations -0.6 -0.6 -0.5 -0.5 21.1% -3.4 -3.5 -1.5 -1.5 57.3%

Tender Offer Costs 0.0 0.0 30.9 0.0 - 0.0 0.0 30.9 0.0 -

Depreciation & Amortization 34.2 34.0 35.5 35.5 4.2% 128.2 127.9 135.7 135.7 6.1%

EBIT -2.5 -3.8 -33.3 -2.4 36.3% 28.7 26.6 17.8 48.7 82.9%
Net Financial Results -3.6 -3.6 -4.9 -4.9 -34.6% -13.1 -13.1 -17.4 -17.4 -32.9%
Financial Income 1.3 1.3 1.5 1.5 15.4% 4.8 4.7 6.0 6.0 27.2%

Financial Expenses 4.9 4.9 6.3 6.3 29.7% 17.9 17.8 23.4 23.4 31.4%

EBT -6.1 -7.4 -38.2 -7.3 1.5% 15.6 13.5 0.4 31.3 131.1%
Taxes 0.8 0.7 2.1 2.1 - 4.0 3.7 5.3 5.3 43.9%

Net Results -6.9 -8.0 -40.3 -9.3 -16.2% 11.6 9.9 -4.9 26.0 163.5%
Group Share -5.2 -6.0 -40.4 -9.4 -58.5% 2.2 0.9 -13.9 17.0 -

Attributable to M inority Interests -1.7 -2.1 0.1 0.1 - 9.4 9.0 9.0 9.0 0.6%

Million euros

(1) Network Costs = Interconnection plus Leased Lines plus Content plus Other Network Operating Costs; (2) Outsourcing Services = Customer Services plus

Consultants plus Subcontracts; (3) Includes 25.3 million euros capital gain from the sale of Enabler; (R) Restated to exclude Enabler 's contr ibution in 2H05; (A)

Adjusted to  exclude Tender Offer  Costs.  
 
Turnover 
Consolidated turnover reached 836.0 million euros in 2006(A), 0.8% above 2005(R), 
notwithstanding the negative impact of the declining MTRs and the continuing fall of 
incoming fixed traffic at Optimus. Service revenues increased by 2.6% to 746.8 million euros 
compared to 2005(R), with the main contributions for this positive performance coming 
from: (i) 26.4% higher turnover at Sonaecom Fixed driven by strong growth in both operator 
revenues of 27.6% and in customer revenues of 23.6%, the former driven by the increase of 
voice traffic and leased lines, and the latter mainly explained by the strong performance of 
the direct access business; and (ii) 3.7% increase in Optimus’ customer revenues, partially 
offsetting the negative impact of lower MTRs on operator revenues. 
 
Other revenues 
Other revenues, excluded from turnover, reached 32 million euros in the year. These relate 
to revenues not generated by Sonaecom’s current business, including a 25.3 million euros 
capital gain from the sale of Enabler in June 2006.  
 
Operating costs 
Notwithstanding the growth in revenues, costs were kept to a similar level to 2005. Total 
operating costs excluding COGS totalled 571.0 million euros in 2006(A), 2.3% higher than in 
2005(R), and represented 76.5% of service revenues, compared to 76.7% in 2005(R), reflecting 
the Group’s focus on the cost contention despite the continuous investment in mobile 
innovation and direct access wireline services. Cost savings were mainly achieved in the 
following areas: (i) 14.3% lower network maintenance costs when compared to 2005(R), 
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mainly as result of Optimus’ price renegotiation completed in January 2006 for its network 
outsourcing services; partially compensating other network costs in the year, namely the 
higher energy and rental costs associated with the extension of the Optimus 3G network, 
and the higher maintenance costs related with Sonaecom Fixed network capillarity 
expansion; and (ii) lower marketing & sales costs by 1.0% compared to 2005(R), driven by 
Optimus’ lower investment effort in the year and notwithstanding Sonaecom Fixed active 
promotion of its direct broadband solutions. 
  
Personnel costs were up by 6.8% compared to 2005(R), as a result of the restructuring 
programme implemented at Público and the related severance costs recognized in the year. 
Outsourcing services increased by 5.7% to 60.9 million euros, driven by Sonaecom Fixed 
significant growth of its ULL direct access services requiring more customer activation 
support services when compared to 2005.  
 
Provisions and impairment losses increased to 10.6 million euros in 2006 from 7.8 million 
euros in 2005(R), due to higher provisions for bad debt and other risks in our telecom 
businesses and despite a 43.6% reduction in provisions for inventories due to improvements 
in stock management at Optimus.   
 
EBITDA 
Consolidated EBITDA totalled 184.3 million euros in 2006(A) generating a margin of 22.0%, 
compared to an EBITDA of 154.5 million euros and a margin of 18.6% in 2005(R), including 
the 25.3 million euros capital gain from the sale of Enabler. Excluding the impact of the 
capital gain and notwithstanding the significant negative effect of the declining MTRs, 
EBITDA would have increased by 3.0% to 159.0 million euros compared to 2005(R), driven by 
higher EBITDA contributions from Optimus and Sonaecom Fixed: (i) Optimus generated  an 
EBITDA of 169.1 million euros, compared to 167.1 million euros in 2005(R), reflecting the 
results of investments made on convergent products and mobile internet access; and (ii) 
Sonaecom Fixed EBITDA improved by 8.5 million euros, from negative EBITDA of 14.7 million 
euros in 2005(R) to a negative EBITDA of 6.2 million euros in 2006, reaching EBITDA break-
even as from 3Q06 as the investment in ADSL2+ broadband services over ULL began to show 
tangible results.  
 
Net profit 
Depreciation and amortization charges increased by 6.1% in 2006(A), from 127.9 million 
euros in 2005(R) to 135.7 million euros, as a result of higher net investment made during the 
year due to the extension of Optimus’ UMTS/HSDPA network and the extension of Sonaecom 
Fixed access network capillarity.  
 
Net financial charges increased by 32.9% to 17.4 million euros in 2006(A), as compared to 
13.1 million euros in 2005(R), explained primarily by: (i) higher financial expenses by 31.4% 
to 23.4 million euros due to higher average cost of debt of 3.69% in 2006(A), compared to 
3.04%, in 2005(R); and (ii) higher net debt due to the use of funds to acquire 1% of PT’s 
share capital.  
 
Taxes in 2006(A) showed a charge of 5.3 million euros, compared to a charge of 3.7 million 
euros in 2005(R). The 2006 charge comprises a current tax cash charge of 1.2 million euros 
compared to 1.3 million in 2005(R) and movements in deferred tax assets, generating a net 
charge of 4.1 million euros compared to a net charge of 2.4 millions in 2005(R).  
 
Due to the improved EBITDA result in 2006(A), net results before minorities were 26.0 
million euros, up from 9.9 million euros in 2005(R). Excluding the capital gain from the sale 
of Enabler, net results before minorities would have decreased to 0.7 million euros, mainly 
explained by the higher depreciation charges and higher net financial charges in the year 
compared to 2005(R). Net results group share of 17 million euros reflect the impact on 
minority interest of the share-for-share exchange agreements with EDP and Parpública, 
reached during 3Q06, and the roll-up agreement reached with France Telecom during 4Q05.   
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Tender offer costs 
Costs associated with Sonaecom’s public tender offer for PT, incurred during 2006, reached 
30.9 million euros, accounted for in tender offer costs, of which 22.4 million euros related 
to external consultants and advisors costs and 8.5 million euros to financial costs related to 
the bank guarantee.  
 
Including the tender offer costs, Sonaecom’s net income before minorities was negative 4.9 
million euros.   
    

3.2.     Consolidated Balance Sheet 
 

CONSOLIDATED BALANCE SHEET 2005 2006 y.o.y

Total Net Assets 1,451.8 1,720.2 18.5%
Non Current Assets 1,010.2 1,343.6 33.0%

Tangible and Intangible Assets 652.7 661.4 1.3%

Goodwill 285.5 506.9 77.6%

Investments 1.9 113.1 -

Deferred Tax Assets 66.2 61.8 -6.7%

Others 3.9 0.3 -91.0%

Current Assets 441.6 376.6 -14.7%

Trade Debtors 143.6 152.0 5.9%

Liquidity 209.4 125.9 -39.9%

Others 88.6 98.7 11.4%

Shareholders' Funds 686.9 909.5 32.4%
Group Share 571.8 909.0 59.0%

M inority Interests 115.2 0.5 -99.6%

Total Liabilities 764.8 810.7 6.0%
Non Current Liabilities 480.6 486.1 1.1%

Bank Loans 455.9 460.6 1.0%

Provisions for Other Liabilities  and Charges 5.1 20.1 -

Others 19.7 5.4 -72.5%

Current Liabilities 284.2 324.6 14.2%

Bank Loans 0.1 0.1 38.9%

Trade Creditors 143.3 162.7 13.5%

Others 140.9 161.9 14.9%

Operating CAPEX (1) 116.6 134.1 15.0%

Operating CAPEX as % of Turnover 13.8% 16.0% 2.2pp

Total CAPEX 140.8 253.5 80.0%

EBITDA - Operating CAPEX 40.3 50.3 24.8%

Operating Cash Flow 45.4 51.3 13.0%

FCF (2) 13.4 -81.7 -

Gross  Debt 461.1 464.0 0.6%

Net Debt 251.6 338.1 34.3%

Net Debt/ EBITDA last 12 months 1.6 x 1.8 x 0.2x

EBITDA/Interest Expenses (3) 12.9 x 10.6 x -2.3x

Debt/(Debt + Shareholders ' Funds) 40.2% 33.8% -6.4pp

Million euros

(1) Operating CAPEX excludes Financial Investments and Provisions for sites dismantling; (2) FCF Levered after Financial Expenses but before Capital Flows and

Financing related up-front Costs; includes cost of acquir ing aproximately 11.3 million shares of PT at average price of 9.38 euros; (3) Interest Cover.  
 
Capital structure 
Consolidated Gross Debt at the end of December 2006 stood at 464.0 million euros, similar 
to the level in December 2005. Consolidated liquidity decreased by 83.5 million euros to 
125.9 million euros, compared to 209.4 million euros at the end of 2005, reflecting the 
105.9 million euros cash outflow related to the acquisition of approximately 1% in PT and 
the proceeds from the sale of Enabler during 2Q06. Consolidated Net Debt as at year end 
2006 stood at 338.1 million euros, an increase of 86.5 million euros compared to 2005. 
 
At the end of 2006 and compared to end 2005, Net Debt to annualised EBITDA deteriorated 
marginally to 1.8x from 1.6x, explained mainly by the decrease of liquidity in the year. 
Interest cover deteriorated to 10.6x, from 12.9x, as a result of a higher cost of debt in 
2006, while Debt to Equity improved to 33.8% from 40.2%, due to the capital increase 
following the roll-up to Sonaecom level, of the respective minority shareholdings in 
Optimus held by EDP and Parpública.    
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Net Debt at Sonaecom SGPS stood at 142.4 million euros at the end of 2006, reflecting a 
total cash position of 91.0 million euros, external debt of 146.6 million euros and treasury 
applications made by subsidiaries with Sonaecom of 86.8 million euros.  
 
CAPEX 
Consolidated CAPEX was 253.5 million euros in 2006, including the 105.9 million euros cost 
of acquiring approximately 11.3 million shares of PT at an average price of 9.38 euros per 
share in May 2006. Operating CAPEX, excluding financial investments and provisions for 
sites dismantling, reached 134.1 million euros, 15.0% higher than in 2005, representing 
16.0% of Turnover. This level of operating CAPEX was consistent with Sonaecom’s stated 
growth strategy and reflected investment related to the deployment of the UMTS and 
HSDPA network, and to wireline investments related with expanding direct coverage and 
capacity during 2006.  
 
The breakdown of total operating CAPEX was: 41.7% invested in the deployment of 
UMTS/HSDPA network, 17.6% related to GSM network maintenance, 17.5% related to 
Information Technology/Information Systems investments, 13.0% was invested in the 
network to support direct broadband and 3.2% was capitalized Triple Play development 
costs. 
 
Other balance sheet items 
Gross tangible and intangible assets were 1,475 million euros at the end of 2006, compared 
to 1,340 million euros in 2005 and cumulative depreciation and amortization totalled 813 
million euros, compared to 687 million euros in 2005. Goodwill reached 506.9 million euros 
in 2006, compared to 285.5 million euros in 2005, mainly reflecting goodwill generated in 
respect of the roll up of the minority shareholdings of EDP and Parpública in Optimus. 
Shareholders’ funds increased by 222.6 million euros in 2006 to 909.5 million euros, 
reflecting the issue of 69.7 new ordinary shares with a nominal value of one euro each and 
a share premium of 275.7 million euros, in order to implement the roll-up of EDP and 
Parpública. Total investments reached 113.1 million euros, compared to 1.9 million euros in 
2005, including the 1% shareholding in PT valued at 111.1 million euros, on a marked-to-
market basis.  
 
FCF 
LEVERED FREE CASH FLOW 4Q05 4Q05(R) 4Q06 y.o.y 2005 2005(R) 2006 y.o.y

EBITDA-Operating CAPEX -12.6 -13.9 -19.3 -38.5% 40.3 38.1 50.3 31.9%
Change in W C 28.2 28.5 35.1 23.1% 3.0 3.0 -10.4 -

Non Cash Items & Other -2.3 -2.1 3.0 - 2.2 2.5 11.4 -

Operating Cash Flow 13.3 12.5 18.9 51.0% 45.4 43.6 51.3 17.5%
Financial Investments -0.2 -0.2 0.0 91.9% -21.3 -21.3 -107.2 -

Tender Offer Costs 0.0 0.0 -1.6 - 0.0 0.0 -12.5 -

Financial results -2.4 -2.1 -4.6 -117.0% -9.0 -8.7 -12.1 -38.7%

Income taxes -0.4 -0.3 -0.4 -38.8% -1.6 -1.3 -1.2 7.1%

FCF (1) 10.3 9.9 12.2 23.4% 13.4 12.3 -81.7 -

 (1) Includes cost of acquir ing aproximately 11.3 million shares of PT at average pr ice of 9.38 euros; (R) Restated to exclude Enabler 's contr ibution in 2H05.

Consolidated FCF in 2006 was negative 81.7 million euros, compared to a positive 12.3 
million euros in 2005(R), primarily as a result of the 105.9 million euros investment in 
acquiring PT shares. Excluding this investment and cash outflows in relation to the tender 
offer, FCF for the year would have been 36.7 million euros. Operating cash flow was 51.3 
million euros in 2006, 17.5% higher than in 2005(R), mainly due to higher EBITDA achieved in 
the year and notwithstanding the deterioration in working capital and a higher operating 
CAPEX.  
 
4. Optimus  
 
Optimus achieved solid growth in its subscriber base and customer revenues, as a result of 
its focus on innovation and growth initiatives, partially compensating the lower operator 
revenues resulting from the decrease in MTRs and lower incoming traffic from wireline 
operators. 
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4.1.  2006 Strategy 
 
During 2006, Optimus’ operating priorities were focused on the same cornerstones of 
growth as those targeted during the previous year. Optimus strategy was aimed at obtaining 
more value from voice and data, growing market share and broadening market boundaries, 
through focusing on innovation, promotion of wireless internet products, over UMTS and 
HSDPA technology, segmentation and launch of Fixed-Mobile convergent products.  
 
Growth Initiatives 
During 2006, Optimus’ growth initiatives included:  
 
- Reinforcement of the Kanguru product range, Optimus’ portable internet product based 

on HSDPA technology, with the launch of Kanguru Xpress with speeds up to 3.6 Mbps; 
Kanguru light, targeted at internet soft users and speeds up to 640 Kbps; and Kanguru 
Fixo, targeted at in-building desktop usage; 

- Focus on young consumer segments, supported by the launch of new tariff plans such as 
Limo, new services such as Chat plans and specific promotional campaigns; 

- Focus on high end residential consumers, with the launch of Optimus A, a complete and 
innovative value proposition; 

- Extension of the commercial partnership with Microsoft, significantly enlarging the 
portfolio of handsets providing mobile synchronization of email messages, including the 
first 3.5G windows PDA available in the Portuguese market; 

- Partnerships with new mobile Service Operators, aimed at generating market growth with 
the development of new mobile offers, namely with The Phone House and with Worten;  

- Promotion of new Multimedia Services, with the offering of Mobile TV, a live TV service 
with direct transmission of 19 channels; 

- Promotion of new data services, with the launch of the Music Store, more than 230 
thousand MP3 downloads, updated daily; 

- Launch of new data services for the corporate segment, such as GeoSMS and SMSPro. 
 

4.2. Operational Data 
 
OPTIMUS OPERATIONAL KPI's 4Q05 4Q06 y.o.y 2005 2006 y.o.y

Customers (EOP) ('000) 2,353.2 2,601.9 10.6% 2,353.2 2,601.9 10.6%

% Pre-paid Customers 81.7% 77.8% -3.9pp 81.7% 77.8% -3.9pp

Active Customers (1) 1,882.1 2,058.4 9.4% 1,786.8 1,960.2 9.7%

Net Additions ('000) 82.7 110.4 33.5% 224.4 248.7 10.8%

Data as % Service Revenues 13.4% 16.3% 2.9pp 11.2% 14.4% 3.2pp

Total #SMS/month/user 48.8 49.1 0.7% 37.6 50.5 34.4%

MOU (2) (min.) 120.9 117.9 -2.5% 114.4 115.9 1.4%

ARPU (euros) 20.6 19.1 -7.2% 21.9 19.7 -10.1%

ARPM (3) (euros) 0.17 0.16 -4.9% 0.19 0.17 -11.3%

CCPU (4) (euros) 16.4 15.7 -4.3% 16.6 15.1 -9.1%

SAC&SRC (5) ( '000 000 euros) 30.6 29.8 -2.6% 107.5 100.7 -6.3%

Employees (6) 985 1,055 7.1% 985 1,055 7.1%

Shared Services Divis ion 480 776 61.7% 480 776 61.7%

(1) Active Customers with Revenues generated on last 90 days; (2) Minutes of Use per Customer per month (Home is included since 4Q05); (3) Average Revenue per

Minute; (4) Cash Cost per Customer = Total Operational Costs per Customer less Equipment Sales; (5) Total Acquisit ion & Retention Costs; (6) Includes Shared

Services Div ision.  
Customer base 
Optimus’ customer base increased by 10.6% to 2.6 million, at the end of 2006, compared to 
2.35 million at the end of 2005, with net additions of 249 thousand in 2006, reflecting the 
success of its growth strategy. Active customers at the end of 2006 totalled 1.96 million, as 
compared to 1.79 million in 2005, an increase of 9.7% over 2005.    
 
The new products launched in 2005, particularly Home and Kanguru, were the main drivers 
of Customer growth at Optimus, with Home continuing to attract new customers and 
exceeding 200 thousand customers by end 2006 and Kanguru performing ahead of 
expectations and continuing to pushing up data usage.    
   
During 2006, Optimus customers generated an ARPU of 19.7 euros, down from an ARPU of 
21.9 euros in 2005, of which 14.2 euros related to customer monthly bill. The ARPU 
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decrease of 10.1% when compared to 2005 is mainly explained by the impact of the phased 
reductions in MTRs and the continued decrease of incoming traffic from wireline operators.  
 
Data usage 
Data revenues represented 14.4% of service revenues in 2006, an improvement of 3.2pp 
over 2005, as the result of Optimus’ focus on increasing usage of data services. Total 
monthly SMS’s per user increased by 34.4%, explained mainly by the success of the chat 
plans on offer. Non-SMS related data services accounted for 38% of total data revenues in 
2006, compared to 29% in 2005.   
 
Traffic 
In 2006, total voice traffic1 was 11.8% higher than that recorded in 2005, with minutes of 
use per customer increasing by 1.4% to 115.9 minutes, compared to 114.4 minutes in 2005, 
driven mainly by the performance of the new products and services. Optimus’ operator 
revenues continued to be negatively affected by the continued reduction in fixed incoming 
traffic, which decreased by 7% compared to 2005.  
 
Mobile network 
During 2006, Optimus’ continued to invest in extending its network capillarity and capacity, 
with the deployment of new UMTS sites and with an upgrade of the 3G network with 
HSDPA. By the end of 2006, Optimus’ UMTS network covered over 70% of the population 
with the delivery of speeds up to 384Kbps, of which 60% has been upgraded with HSDPA 
technology with bandwidth of up to 3.6 Mbps.  
 
In January 2006, both Optimus and Sonaecom Fixed technical teams were fully integrated, 
involving 220 employees from Optimus and 110 employees from Sonaecom Fixed, consistent 
with the Group’s strategy of telecoms integration of management, network and systems. 
  
At the beginning of 2006, Optimus completed an RFP process to improve prices and 
conditions for the supply of 3G and 3.5G network elements. As a result, Huawei joined 
Ericsson as the main backbone and access network providers for Optimus.  

                                                 
1 Total voice traffic = total incoming traffic plus total outgoing traffic plus total Roaming out   
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4.3. Financial Data 
 

OPTIMUS CONSOLIDATED INCOME STATEMENT 4Q05 4Q06 y.o.y 2005 2006 y.o.y

Turnover 161.4 156.7 -2.9% 627.4 610.4 -2.7%
Service Revenues 138.6 142.2 2.6% 567.0 562.2 -0.8%

Customer Revenues 99.7 106.9 7.2% 391.2 405.7 3.7%

Operator Revenues 38.9 35.3 -9.3% 175.9 156.5 -11.0%

Equipment Sales 22.8 14.5 -36.2% 60.4 48.1 -20.4%

Other Revenues 6.4 8.4 31.6% 25.9 34.4 32.8%
Operating Costs 129.3 128.3 -0.8% 479.4 466.2 -2.8%
COGS 31.3 23.6 -24.6% 86.2 71.5 -17.1%

Interconnection & Contents 33.1 34.7 4.7% 137.9 133.2 -3.4%

Leased Lines & Other Network Operating Costs 12.8 14.1 10.3% 48.0 52.3 9.0%

Personnel Costs 10.4 14.2 36.4% 45.3 51.9 14.5%

Marketing & Sales 19.8 18.5 -6.6% 73.1 68.0 -7.0%

Outsourcing Services (1) 13.1 12.5 -4.9% 51.0 50.3 -1.3%

General & Administrative Expenses 7.3 7.9 8.5% 27.8 29.1 4.4%

Other Operating Costs 1.4 2.7 99.1% 10.1 10.0 -1.0%

Provisions and Impairment Losses 2.0 2.3 15.5% 6.8 9.5 39.9%

Service Margin (2) 105.5 107.5 1.9% 429.1 429.1 0.0%
Service Margin (%) 76.1% 75.6% -0.5pp 75.7% 76.3% 0.6pp

EBITDA 36.5 34.5 -5.5% 167.1 169.1 1.1%
EBITDA Margin (%) 22.6% 22.0% -0.6pp 26.6% 27.7% 1.1pp

Depreciation & Amortization 28.0 30.4 8.3% 109.2 117.4 7.4%

EBIT 8.4 4.1 -51.3% 57.9 51.7 -10.7%
Net Financial Results -2.9 -3.0 -3.0% -13.0 -12.3 5.6%
Financial Income 0.6 1.4 130.7% 1.6 3.9 143.7%

Financial Expenses 3.5 4.4 24.7% 14.6 16.2 10.8%

EBT 5.5 1.1 -80.5% 44.9 39.4 -12.3%
Taxes -1.6 2.8 - -0.2 4.9 -

Net Results 7.1 -1.7 - 45.1 34.5 -23.5%

Operating CAPEX (3) 35.6 42.0 18.1% 84.3 102.5 21.6%

Operating CAPEX as % of Turnover 22.0% 26.8% 4.8pp 13.4% 16.8% 3.4pp

EBITDA - Operating CAPEX 0.9 -7.5 - 82.8 66.5 -19.7%

Total CAPEX 38.4 44.0 14.3% 87.2 114.8 31.6%

FCF (4) 29.0 16.4 -43.4% 76.8 60.8 -20.7%

Gross  Debt 314.6 317.3 0.8% 314.6 317.3 0.8%

Net Debt 226.8 217.1 -4.3% 226.8 217.1 -4.3%

Net Debt/ EBITDA last 12 months 1.4 x 1.3 x -0.1x 1.4 x 1.3 x -0.1x

EBITDA/Interest Expenses 15.0 x 10.9 x -4.1x 17.3 x 14.9 x -2.4x

Debt/(Debt + Shareholders ' Funds) 46.0% 47.1% 1.1pp 46.0% 47.1% 1.1pp

Million euros

(1) Outsourcing Services = Customer Serv ices plus Consultants plus Subcontracts; (2) Service Margin = Service Revenues minus Interconnection & Content Costs;

(3) Operating CAPEX excludes Financial Investments and Provisions for sites dismantling; (4) FCF Levered after Financial Expenses but before Capital Flows and

Financing related up-front Costs.  
 
Turnover 
Customer revenues increased by 3.7% to 405.7 million euros compared to 391.2 million 
euros in 2005, driven by the success of the investment focused on innovation and growth 
initiatives. This growth strategy partially compensated the negative effect of lower MTRs 
that reduced operator revenues by 27.9 million euros, which in turn led to a reduction of 
service revenues of just over 0.8% to 562.2 million euros as compared with 2005. Excluding 
the impact of the MTRs, service revenues would have increased by 4.1% as compared to 
2005.    
 
EBITDA 
EBITDA in 2006 reached 169.1 million euros and a margin of 27.7%, an increase of 1.1% and 
1.1pp over 2005. This growth was primarily a result of higher customer revenues and a 2.8% 
reduction in total operating costs, and was achieved despite the decrease in MTRs that led 
to a reduction of 10.0 million euros in EBITDA compared to 2005. Excluding the impact of 
the MTRs, EBITDA would have increased by 7.1%, as compared to 2005, generating an 
EBITDA margin of 29.3%, 2.7pp above 2005.     
 
Total OPEX excluding COGS and marketing & sales reached 326.7 million euros, 2.1% higher 
than 2005 level, consistent with Optimus investment in growing market share while 
maintaining a commitment to managing costs and operating efficiencies. Marketing & sales 
and handset subsidisation costs fell to 91.4 million euros in 2006, 7.5 million euros less than 
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in 2005, primarily as a result of the lower promotional activity in the year, with marketing 
costs decreasing by 5.1 million euros, and due to lower subsidization, down by 2.4 million 
euros. Network maintenance costs were down by 13.5%, although not enough to 
compensate for the higher energy and rental costs associated with the extension of the 
Optimus 3G network. Outsourcing services decreased by 1.3%, reflecting Optimus’ effort to 
contain operating costs while leased lines were up by 22.5%, primarily due to the extension 
of the 3G and HSDPA network, resulting in higher number of circuits rented. Personnel costs 
were up by 14.5%, explained by the integration of Sonaecom Fixed technical team of 110 
employees into Optimus’ shared services technical structure as of January 2006.  
 

4.4. Strategy going forward 
 
During 2007, operating priorities will continue to focus on growth initiatives targeted at  
increasing market share and improving profitability, based on 4 strategic objectives: (i) 
keep the brand at the centre of the communication strategy; (ii) extract more value from 
voice and messaging, through innovation and segmentation; (iii) extract more value from 
data and multimedia; and (iv) broaden the traditional market boundaries, by further 
developing existing and new fixed-mobile convergent products and wireless internet 
products.  
 
By maintaining a keen focus on these objectives and overall strategy, Optimus will build its 
future, tackling its daily issues with reinforced ambition to grow, promoting the conditions 
for constant innovation and market disruption, adopting a customer centric attitude and 
with obsession for rigour in execution and quality.  
 
5. Sonaecom Fixed 
 
Sonaecom Fixed expanded significantly its ADSL direct broadband services, completing its 
transformation process to a direct access business, which accounted for more than 65% of 
its customer revenues and 71% of total services by the end of 2006, compared to 36% and 
34% of its total services by end of 2005.   
 

5.1. 2006 Strategy 
 
During 2006, Sonaecom Fixed operating priorities were focused on the principal growth 
objectives established in 2005. Sonaecom Fixed strategy was aimed at transforming the 
business to a direct access model and at growing the wholesale business, while improving 
efficiency gains, reducing activation costs and reducing churn.  
 
Growth initiatives 
The new products and services launched during 2006 include:  
 
- A new value added Broadband service, offering up to 24Mbps for a bundled voice and 

internet service priced at 39.9 euros per month. This new service replaced the previous 
20Mbps offer, providing more bandwidth at a very attractive price. The previous 4 Mbps 
offer was also replaced with 12Mbps, at the same price of 29.9 euros and unlimited calls 
to the fixed national network during night time; 

- Up-selling its IPTV product to its eligible double play customer base, making the offer 
available in limited areas where both the quality of Portugal Telecom’s copper network is 
appropriate and where Sonaecom Fixed has local Central Offices unbundled;  

- Focus on improving customer experience and reducing costs and CAPEX per user of its 
double play offerings, by better monitoring and controlling customer activation delays 
and service breakdowns, as well as by improving response time to customer support 
requests and increasing customer product knowledge;    

- Development of broadband services, by launching a new range of eServices to 
complement its business services portfolio, including: (i) the new ebackup, a network 
based backup service that takes advantage of the higher bandwidths available; and (ii) 
the revamping of ePacks, a network storage service; eFax, a converged email based fax 
replacement service; and eConference, an integrated conferencing service.    
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5.2. Operational Data 
 
SONAECOM FIXED OPERATIONAL KPI's 4Q05 4Q06 y.o.y 2005 2006 y.o.y

Total Services (EOP) 271,463 346,308 27.6% 271,463 346,308 27.6%

Direct 93,861 247,120 163.3% 93,861 247,120 163.3%

ULL 91,867 244,759 166.4% 91,867 244,759 166.4%

Other 1,994 2,361 18.4% 1,994 2,361 18.4%

Indirect 177,602 99,188 -44.2% 177,602 99,188 -44.2%

Voice 87,218 53,897 -38.2% 87,218 53,897 -38.2%

Internet Broadband 14,865 11,994 -19.3% 14,865 11,994 -19.3%

Internet Narrowband 75,519 33,297 -55.9% 75,519 33,297 -55.9%

Total Accesses (1) 140,660.0 310,338 120.6% 140,660 310,338 120.6%

PSTN/ISDN 75,191.0 167,227 122.4% 75,191 167,227 122.4%

ULL ADSL 50,604.0 131,117 159.1% 50,604 131,117 159.1%

W holesale ADSL 14,865.0 11,994 -19.3% 14,865 11,994 -19.3%

Unbundled Central Offices with transmission 138 144 4.3% 138 144 4.3%

Unbundled Central Offices with ADSL2+ 130 137 5.4% 130 137 5.4%

Direct access  as % Customer Revenues 46.4% 71.5% 25.1pp 35.9% 65.6% 29.6pp

Total Voice Traffic ('000 M in.) (2) 352,791 357,423 1.3% 1,258,342 1,435,971 14.1%

Total Internet Traffic 

Narrowband ('000 M in.) 92,938 41,433 -55.4% 462,546 229,431 -50.4%

Broadband ('000 Gigabytes) 1,261 3,922 - 2,757 11,355 -

Employees 281 172 -38.8% 281 172 -38.8%

(1) Reporting cr iter ia according to Anacom standard: ISDN serv ices equivalent to 2 or 30 accesses depending on whether they are basic rate (BRI) or pr imary rate

(PRI); Accesses do not include indirect voice or  narrowband services and data and wholesale services; (2) Includes W holesale and Retail traffic.  
 
Customer base 
At the end of 2006, Sonaecom Fixed total services reached 346.3 thousand, an increase of 
27.6% compared to 2005 and 2.9% above 3Q06. The acquisition of direct access services 
more than compensated for the decline in indirect access customers, with total direct 
services representing 71.4% of Sonaecom Fixed customer base in 2006, compared to 34.6% 
in 2005, and to 65.1% in 3Q06. Average monthly ULL net adds exceeded 12 thousand 
services in 2006 compared to 7.2 thousand in 2005. In December 2006, and according to an 
independent study commissioned by the telecommunications regulator, Sonaecom Fixed’s 
Clix offer was ranked number one in terms of customer satisfaction in the Portuguese 
broadband market, regarding access speed, reliability and invoice clarity. 
 
Portuguese Broadband market2 grew by 23% in 2006, when compared to 2005, and 5.5% in 
4Q06, when compared to 3Q06, with Sonaecom Fixed outperforming the market and 
increasing its market share to 9.0% when compared to 5.0% in 2005 and 8.6% at the end of 
3Q06.  
 
Traffic 
Sonaecom Fixed voice traffic increased by 14.1% in 2006 to 1,436 million minutes compared 
to 1,258.3 million minutes in 2005, mainly as a result of the increase of direct voice traffic 
by 139.5% and wholesale traffic by 14.1%, more than compensating for the decrease of 
indirect voice traffic of 39.2%.  
 
Fixed network 
With a focus on extending the reach of its direct connections, by the end of 2006, the 
capillarity of the network was further extended by the unbundling of a further 6 central 
offices for SHDSL circuit interconnection, bringing the total to 144 compared to 138 at the 
end of 2005. With these circuits, Sonaecom Fixed is capable of operating direct connections 
for most of Optimus GSM and UMTS network, instead of leasing circuits, and achieving 
significant mobile network savings.  
 
To capture broadband growth, Sonaecom Fixed increased the number of unbundled central 
offices with ADSL2+, from 130 at the end of 2005 to 137 Central Offices at end of 2006, 
reaching 1.6 million homes in Portugal, approximately 50% of the Portuguese population. Of 
these central offices, 61% are prepared with full triple play capability. 
 
 

                                                 
2 ANACOM market research, March 2007 

   14



SONAECOM FULL YEAR RESULTS 2006/YEAR ENDED 31 DECEMBER  

5.3. Financial Data 
 

SONAECOM FIXED INCOME STATEMENT 4Q05 4Q06 y.o.y 2005 2006 y.o.y

Turnover 41.4 54.0 30.6% 158.4 200.2 26.4%
Service Revenues 41.3 54.0 30.7% 158.3 199.0 25.7%

Customer Revenues 19.4 26.0 33.8% 76.4 94.4 23.6%

Direct Access Revenues 9.0 18.6 106.4% 27.4 61.9 125.6%

Indirect Access Revenues 10.1 6.6 -35.2% 47.7 30.4 -36.2%

Other 0.3 0.8 - 1.2 2.1 70.7%

Operator Revenues 21.9 28.1 27.9% 81.9 104.5 27.6%

Equipment Sales 0.0 0.0 - 0.1 1.2 -

Other Revenues 1.1 1.8 73.5% 3.8 5.2 36.4%
Operating Costs 48.7 55.7 14.3% 176.6 210.9 19.4%
COGS 0.0 0.4 - 0.0 1.7 -

Interconnection 23.8 26.5 11.5% 85.3 104.4 22.3%

Leased Lines & Other Network Operating Costs 5.6 8.3 47.7% 25.2 32.0 26.8%

Personnel Costs 3.1 2.3 -26.0% 13.4 9.3 -30.3%

Marketing & Sales 6.7 7.2 7.2% 18.3 22.4 22.1%

Outsourcing Services (1) 6.7 7.9 18.9% 24.1 30.7 27.4%

General & Administrative Expenses 2.6 2.5 -1.1% 9.3 9.0 -3.0%

Other Operating Costs 0.2 0.5 198.1% 0.9 1.3 48.1%

Provisions and Impairment Losses 0.1 0.0 -86.6% 0.3 0.7 186.4%

Service Margin (2) 17.6 27.5 56.6% 73.0 94.5 29.6%
Service Margin (%) 42.5% 51.0% 8.4pp 46.1% 47.5% 1.4pp

EBITDA -6.3 0.2 - -14.7 -6.2 57.4%
EBITDA Margin (%) -15.3% 0.4% 15.7pp -9.3% -3.1% 6.1pp

Depreciation & Amortization 4.4 4.8 8.9% 15.0 16.8 12.0%

EBIT -10.8 -4.6 57.0% -29.7 -23.0 22.3%
Net Financial Results -0.6 -1.0 -78.6% -2.1 -3.2 -55.1%
Financial Income 0.1 0.0 -30.8% 0.5 0.2 -64.2%

Financial Expenses 0.6 1.1 67.5% 2.5 3.4 33.8%

EBT -11.4 -5.7 50.1% -31.7 -26.3 17.3%
Taxes 2.1 0.0 -99.4% 2.8 0.1 -98.1%

Net Results -13.5 -5.7 57.9% -34.5 -26.3 23.8%

Operating CAPEX (3) 7.7 10.5 35.8% 26.9 31.5 17.1%

Operating CAPEX as % of Turnover 18.6% 19.4% 0.7pp 17.0% 15.7% -1.3pp

EBITDA - Operating CAPEX -14.0 -10.3 26.9% -41.6 -37.7 9.2%

Total CAPEX 7.7 10.5 36.5% 26.9 31.5 17.2%

FCF (4) -9.6 -1.4 85.4% -34.7 -40.3 -16.2%

Gross Debt 51.1 71.7 40.3% 51.1 71.7 40.3%

Net Debt 50.7 63.2 24.5% 50.7 63.2 24.5%

Net Debt/ EBITDA last 12 months -3.5 x -10.1 x -6.7x -3.5 x -10.1 x -6.7x

EBITDA/Interest Expenses -10.6 x .2 x 10.8x -6.5 x -1.9 x 4.6x

Debt/(Debt + Shareholders ' Funds) 70.3% 76.0% 5.6pp 70.3% 76.0% 5.6pp

Million euros

(1) Outsourcing Services = Customer Services plus Consultants plus Subcontracts; (2) Serv ice Margin = Service Revenues minus Interconnection Costs; (3) Operating

CAPEX excludes Financial Investments and Provisions for sites dismantling; (4) FCF Levered after Financial Expenses but before Capital Flows and Financing related

up-front Costs.  
Turnover 
Turnover in 2006 totalled 200.2 million euros, an increase of 26.4% over 2005, driven mainly 
by the significant increase in direct access revenues, up 125.6%, and by wholesale 
revenues, up 27.6%, which represented 31.1% and 52.5% of service revenues respectively, 
as compared to 17.3% and 51.7% respectively in 2005. Direct access revenues accounted for 
65.6% of customer revenues in the year, confirming Sonaecom Fixed transformation to a 
direct access business with its current double play offering.  
 
EBITDA 
Sonaecom Fixed generated a negative EBITDA of 6.2 million euros, compared to a negative 
14.7 million euros in 2005, an improvement that is primarily due to the performance of the 
ULL direct business that began to generate a positive contribution to profitability during 
the second half of the year.   
 
Operating costs at Sonaecom Fixed increased by 19.4% as compared to 2005, reflecting the 
effort in developing and expanding the direct access broadband business: (i) outsourcing 
services increased by 27.4% compared to 2005, driven primarily by customer activation 
support services ; (ii) leased lines and other network operating costs were up by 26.8%, 
mainly as a result of a higher demand for circuits and higher maintenance costs related to 
the increased number of equipment in unbundled central offices; (iii) interconnection costs 
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were up by 22.3%, due to the increased voice traffic in 2006 compared to 2005, as well as 
the higher ULL related set-up costs and monthly fees, driven by the larger number of direct 
clients acquired; and (iv) marketing & sales costs increased by 22.1% to 22.4 million euros 
compared to 18.3 million euros in 2005, as a result of increased advertising efforts and 
higher commissions related with the higher level of customer acquisitions. Personnel costs 
fell by 30.3%, explained by the integration of Sonaecom Fixed technical team of 110 
employees into Optimus’ shared services technical structure as of January 2006.  
 
During the year, Sonaecom Fixed’s service margin increased by 1.4pp over 2005, with an 
implied margin of 47.5% as compared to 46.1% in 2005.    
 

5.4. Strategy going forward 
 
During 2007, Sonaecom Fixed’s strategic guidelines will focus on consolidating its 
transformation into a direct access business and growing its broadband market share. It will 
invest in reinforcing and exploiting its current direct access broadband business, through 
the expansion of its direct access capillarity, and developing new broadband services. The 
IPTV and Home Video offer will continue to be developed as an add-on enhancer of the 
double play offering and penetration. Efforts will also be made to improve customer 
experience, by significantly improving quality of service and activation processes and by 
reducing breakdowns and complaints, and to increase operational efficiency, by improving 
business systems (rules, processes and applications) and reducing costs of outsourcing and 
servicing.  
 
6. Público 
 
Público faced significant pressures on all of its revenue streams during 2006, suffering from 
a reduction in the size of the press market, as well as competitive pressures from the 
tabloid newspapers and free newspapers and saturation in the sale of associated products.  
 

6.1. 2006 Strategy 
 
During 2006, Público performed below expectations in its top line and profitability. 
However, a significant step was taken during the 2H06 to turn around the business, with the 
implementation of a restructuring plan focused on: (i) reformulating the newspaper; (ii) 
redesigning the newspaper layout; and (iii) rethinking the organizational structure and key 
processes, implementing a cost cutting policy, with major reductions in fixed costs and 
improvement in internal processes.  
 

6.2. Operational Data 
 
PÚBLICO OPERATIONAL KPI's 4Q05 4Q06 y.o.y 2005 2006 y.o.y

Average Paid Circulation (1) 47,423 40,336 -14.9% 48,984 44,188 -9.8%

M arket Share of Advertis ing (EOP) (%) 18.1% 15.9% -2.2pp 15.9% 15.5% -0.4pp

Employees 358 266 -25.7% 358 266 -25.7%

(1) Est imated value updated in the following quarter .  
Público’s restructuring plan, implemented during 2H06, has already achieved approximately 
a 3 million euros annual savings in personnel costs going forward. Furthermore, several 
general and administrative expenses contracts and policies have been revisited and 
renegotiated, which should achieve an additional 1 million euros of annual savings in fixed 
costs going forward.  
 
Público’s average paid circulation decreased by 9.8%, from an average level of 49.0 
thousand units in 2005 to 44.2 thousand units in 2006, continuing to suffer from the 
reduction in the size of the paid press market, as well as the competitive pressures of 
tabloid newspapers and free newspapers. Público’s advertising market share was impacted 
by circulation performance, reaching an average of 15.5% at the end of 2006, down 0.4pp 
as compared to end 2005. 
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6.3. Financial Data 
 

PÚBLICO CONSOLIDATED INCOME STATEMENT 4Q05 4Q06 y.o.y 2005 2006 y.o.y

Turnover 10.86 8.98 -17.3% 44.11 36.39 -17.5%

Advertis ing Sales  (1) 5.03 4.37 -13.1% 17.53 15.58 -11.1%

Newspaper Sales 3.24 2.97 -8.5% 12.90 12.16 -5.7%

Associated Product Sales 2.59 1.64 -36.6% 13.69 8.65 -36.8%

Other Revenues 0.23 0.17 -23.7% 0.62 0.39 -36.7%
Operating Costs 10.86 12.04 10.9% 46.11 45.49 -1.4%
COGS 2.94 2.21 -24.7% 13.85 10.39 -25.0%

Personnel Costs 3.43 5.10 48.8% 13.71 17.37 26.7%

Marketing & Sales 0.44 0.87 96.6% 3.19 2.99 -6.2%

Outsourcing Services (2) 2.97 2.95 -0.6% 11.19 11.27 0.7%

General & Administrative Expenses 1.02 0.90 -11.7% 4.09 3.45 -15.5%

Other Operating Costs 0.06 0.01 -83.9% 0.10 0.03 -69.7%

Provisions and Impairment Losses 0.06 0.00 -100.0% 0.32 0.08 -75.2%
EBITDA 0.18 -2.89 - -1.69 -8.78 -
EBITDA Margin (%) 1.6% -32.2% -33.8pp -3.8% -24.1% -20.3pp

Depreciation & Amortization 0.26 0.17 -34.7% 1.24 0.76 -39.0%

EBIT -0.08 -3.06 - -2.93 -9.53 -

Net Financial Results -0.06 -0.13 -125.4% -0.24 -0.34 -43.5%
Financial Income 0.00 0.00 0.0% 0.01 0.01 -7.7%

Financial Expenses 0.06 0.14 121.3% 0.24 0.34 42.1%

EBT -0.14 -3.19 - -3.17 -9.87 -

Taxes 0.00 0.15 - 0.02 0.16 -

Net Results -0.15 -3.34 - -3.19 -10.03 -

Operating CAPEX (3) 0.20 0.19 -4.5% 0.87 0.36 -59.1%

Operating CAPEX as % of Turnover 1.8% 2.1% 0.3pp 2.0% 1.0% -1pp

EBITDA - Operating CAPEX -0.02 -3.08 - -2.56 -9.13 -

Total CAPEX 0.20 0.19 -4.5% 0.87 0.36 -59.1%

FCF (4) 0.33 -3.05 - -3.93 -9.19 -134.1%

Gross  Debt 3.82 0.93 -75.7% 3.82 0.93 -75.7%

Net Debt 3.52 0.71 -79.8% 3.52 0.71 -79.8%

Net Debt/ EBITDA last 12 months -2.1 x -0.1 x 2x -2.1 x -0.1 x 2x

EBITDA/Interest Expenses 3.0 x -22.1 x -25x -7.5 x -26.8 x -19.3x

Debt/(Debt + Shareholders ' Funds) 272.9% 194.6% -78.3x 272.9% 194.6% -78.3x

Million euros

(1) Includes Contents; (2) Outsourcing Serv ices = Customer Services plus Consultants plus Subcontracts; (3) Operating CAPEX excludes Financial Investments and

Provisions for  sites dismantling; (4) FCF Levered after  Financial Expenses but before Capital Flows and Financing related up-front Costs.  
During 2006, turnover decreased by 17.5% to 36.4 million euros, compared to 44.1 million 
euros in 2005, due primarily to: (i) the decrease in associated product sales by 36.8%, as a 
result of market competition and saturation; (ii) lower advertising sales that were down by 
11.1%; and (iii) the decrease in newspaper sales of 5.7%, which reflects the difficult 
economic outlook in Portugal, the reduction of the press market and concentration of 
advertising on TV.  
 
EBITDA fell to a negative 8.8 million euros, from a negative 1.7 million euros in 2005, due 
to lower advertising sales, lower margins from associated products and, more significantly, 
due to higher personnel costs in the year, up by 26.7% as compared to 2005, including 
severance costs of 4.3 million euros. Excluding these severance costs, personnel costs 
would have decreased by 4.7% and EBITDA would have been negative 4.5 million euros. 
Nevertheless, total fixed costs excluding severance costs decreased by 10.0% as compared 
to 2005, mainly reflecting reductions in general and administrative expenses and content.  
 

6.4. Strategy going forward 
 
Público will be focusing on implementing the new strategy adopted, aimed at achieving an 
acceptable level of profitability, based on: (i) a new totally redesigned and full colour 
newspaper and supplements, launched in February 2007, positioned to attract readers that 
have left the press market and younger readers that have not yet entered the market, 
while maintaining the same editorial standards; (ii) more efficient processes; (iii) a re-
dimensioned cost structure; and (iv) increased cost flexibility. Also, Público will invest in 
the expansion of its online business, where it is already market leader in both visits and 
revenues, and work towards the integration of both the online and offline structures. 
Regarding its associated products, Público will redirect its strategy and focus on higher 
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margin collections, with the selection of the ideas and the communication plan being 
considered as the 2 critical phases.  
 
7. Software and Systems Information 
 
The SSI division had a positive year in terms of its operational and financial performance, 
buoyed by Wedo’s continued investment in developing its international footprint through its 
Revenue Assurance product (RAID) and by the sale of Enabler during the 2Q06.  
 

7.1. 2006 Strategy 
 
SSI’s strategic guidelines are to launch and grow focused IT/IS businesses with strong 
international expansion prospects and the ability to generate “best in class” EBITDA 
margins. During 2006, SSI participated in the start up of, Profimetrics, a new retail software 
company based in Portugal and with a prime focus on international markets, and Saphety, a 
new high potential company carved out from Sonaecom Fixed, which will strive to be a 
leading provider of trusted services, namely electronic invoice and security messaging.   
 
The sale of Enabler was consistent with SSI’s established strategic goal as, given its stage of 
development, it was felt that its integration into a leading multinational IT player would 
allow the company and its employees to accelerate their future growth potential.   
 

7.2. Operational Data 
 
SSI OPERATIONAL KPI's 4Q05 4Q05(R) 4Q06 y.o.y 2005 2005(R) 2006 y.o.y

IT Serv Revenues/Employee( '000 euros) (1) 49.0 27.9 32.2 15.4% 100.5 105.7 106.0 0.3%

Equipment Sales  as % Turnover (2) 22.2% 31.8% 36.7% 4.9pp 23.2% 27.4% 32.3% 4.9pp

Equipment Sales/Employee (2) 
( '000 euros) 426.6 426.6 587.5 37.7% 1,970.3 1,970.3 2,323.9 17.9%

EBITDA/Employee ( '000 euros) (3) 6.3 2.2 5.3 147.2% 15.4 15.8 13.2 -16.9%

Employees 637 318 336 5.7% 637 318 336 5.7%

(1) Excluding employees dedicated to Equipment Sales; (2) Bizdirect; (3) EBITDA excluding capital gains from Enabler sale; (R) Restated to exc lude Enabler 's

contr ibution in 2H05.  
SSI’s IT service revenues per employee totalled 106 thousand euros in 2006, 0.3% above 
2005(R) and equipment sales per employee increased by 17.9% to 2.3 million euros in 2006 
compared to 2.0 million in 2005(R). Headcount increased by 18 to 336 as compared to 
2005(R), due to the growth projects at Wedo and the resulting need for more internal 
consultants.  
 
Wedo Group continued to invest in reinforcing its international footprint, mainly through its 
Revenue Assurance product, RAID, with the renewal of the RAID maintenance contract with 
Telefónica Brasil, the Brasilian wireline telecom operator and with France Telecom Spain, 
and with the capture of new RAID contracts with PTSA, a polish fixed operator, ERA, a 
polish mobile telecom operator, and ONO, the Spanish cable and wireline Operator. During 
2006, Wedo continued to implement its Revenue Assurance product RAID with AIS Thailand 
and with Orange France and UK. In the second half of the year, Wedo obtained two large 
Revenue Assurance projects, at Brasil Telecom and at Mobinil in Egypt, a mobile operator of 
the Orascom Group.  Additionally, and to promote its software applications and develop 
close relationships with its clients, Wedo created a community of RAID clients, with its first 
annual RAID user group meeting held in May 2006.  
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7.3. Financial Data 
 

SSI CONSOLIDATED INCOME STATEMENT 4Q05 4Q05(R) 4Q06 y.o.y 2005 2005(R) 2006 y.o.y

Turnover 21.40 14.42 17.39 20.6% 85.97 72.20 78.76 9.1%
Service Revenues 16.66 10.16 11.01 8.3% 66.05 52.76 53.33 1.1%

Equipment Sales 4.74 4.26 6.38 49.7% 19.92 19.44 25.44 30.8%

Other Revenues 0.98 0.15 0.09 -40.3% 2.26 1.03 27.15 -
Operating Costs 20.24 13.82 15.65 13.3% 78.44 65.70 73.87 12.4%
COGS 4.37 4.04 6.16 52.3% 18.98 18.65 24.49 31.3%

Personnel Costs 8.09 4.69 4.10 -12.6% 31.40 24.57 25.04 1.9%

Marketing & Sales 0.18 0.14 0.26 78.5% 0.82 0.66 0.94 41.5%

Outsourcing Services (1) 4.48 3.11 3.46 11.4% 16.11 13.29 14.14 6.4%

General & Administrative Expenses 2.85 1.57 1.65 4.7% 10.40 7.80 9.06 16.2%

Other Operating Costs 0.28 0.27 0.04 -86.4% 0.74 0.73 0.21 -70.5%

Provisions and Impairment Losses 0.14 0.14 0.03 -80.6% 0.33 0.33 0.26 -20.3%
EBITDA 1.99 0.61 1.79 195.6% 9.46 7.20 31.78 -
EBITDA Margin (%) 9.3% 4.2% 10.3% 6.1pp 11.0% 10.0% 40.3% 30.4pp

Depreciation & Amortization 1.58 1.45 0.31 -78.6% 3.34 3.05 1.45 -52.4%

EBIT 0.41 -0.84 1.49 - 6.12 4.16 30.33 -
Net Financial Results 0.00 -0.03 0.01 - 0.41 0.41 0.49 21.2%
Financial Income 0.08 0.02 0.01 -31.6% 0.82 0.74 0.68 -8.0%

Financial Expenses 0.09 0.05 0.00 -95.7% 0.41 0.33 0.19 -43.5%

EBT 0.41 -0.87 1.50 - 6.53 4.56 30.82 -
Taxes 0.28 0.12 -0.87 - 1.36 1.00 0.10 -89.7%

Net Results 0.13 -0.99 2.36 - 5.17 3.56 30.72 -

Operating CAPEX (2) 0.16 0.07 0.14 102.9% 0.72 0.54 0.61 11.8%

Operating CAPEX as % of Turnover 0.7% 0.5% 0.8% 0.3pp 0.8% 0.7% 0.8% 0.1pp

EBITDA - Operating CAPEX 1.84 0.54 1.66 - 8.74 6.66 31.17 -

Total CAPEX 0.16 0.07 0.89 - 0.72 0.54 1.36 150.5%

FCF (3) 4.05 3.51 0.34 -90.4% 7.16 5.88 24.69 -

Gross  Debt 0.17 0.17 0.37 115.0% 0.17 0.17 0.37 115.0%

Net Debt -13.97 -9.86 -35.42 - -13.97 -9.86 -35.42 -

Net Debt/ EBITDA last 12 months -1.5 x -1.4 x -1.1 x 0.3x -1.5 x -1.4 x -1.1 x 0.3x

EBITDA/Interest Expenses 31.1 x 12.9 x 598.0 x 585.1x 35.6 x 31.5 x - -

Debt/(Debt + Shareholders ' Funds) 0.7% 1.0% 0.8% -0.2pp 0.7% 1.0% 0.8% -0.2pp

Million euros

(1) Outsourc ing Serv ices = Customer Services plus Consultants plus Subcontracts; (2) Operating CAPEX excludes Financial Investments and Provisions for sites

dismantling; (3) FCF Levered after Financial Expenses but before Capital Flows and Financing related up-front Costs; (R) Restated to exclude Enabler 's contr ibution

in 2H05.  
SSI turnover increased by 9.1% in 2006 to 78.7 million euros as compared to 2005(R), mainly 
due to: (i) higher IT equipment sales, which increased by 30.8% to 25.4 million euros; and 
(ii) higher service revenues, increasing 1.1%, mainly driven by the 5.2% increase in service 
revenues at Wedo. In 2006, Equipment sales represented 32.3% of turnover, compared to 
26.9% in 2005(R).  
 
SSI EBITDA totalled 31.8 million euros in 2006, more than a fourfold increase over 2005. 
However, excluding the capital gain of 25.3 million euros from the sale of Enabler, 
accounted for in other revenues, EBITDA would have decreased by 0.7 million euros to 6.5 
million euros in 2006, from 7.2 million euros in 2005(R), mainly explained by the lower 
EBITDA generated by Enabler during the 1H06 when compared to 1H05, notwithstanding the 
5.8% EBITDA growth at Wedo.  
 

7.4. Strategy going forward 
 
SSI will be focused on growing the existing businesses, particularly by expanding Wedo’s 
international footprint, and on analysing new growth opportunities, both within its current 
portfolio of businesses and via acquisitions and investments in selective start-ups.  
 
8. Other Issues 
 

8.1. Regulatory Developments 
 
On 1 October 2006, the programmed reduction in MTRs, in accordance with ANACOM’s 
decision in February 2005, culminated with the final reduction of mobile to mobile and 
fixed to mobile to 0.11 euros per minute. For Optimus, Fixed to Mobile termination rates 
decreased by 35.3%, down from 0.17 euros per minute in 1 January 2006; Mobile to Mobile 
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and International Mobile termination rates decreased by 12.0%, down from 0.125 euros per 
minute.   

 
8.2. Corporate Developments 

 
During 2006 Sonaecom achieved a number of important corporate milestones consistent 
with the pursuit of growth, value creation and portfolio consolidation. 
 
EDP and Parpública Roll-Up 
On 28 July and 14 August 2006 agreements were reached with EDP and Parpública for the 
share-for-share exchange of their respective shareholdings in Optimus of 25.72% and 5.04% 
for 58.3 million and 11.42 million new Sonaecom ordinary shares, representing stakes in 
Sonaecom of 15.9% and 3.1%. As a result, Sonaecom’s share capital increased by 69.72 
million euros, from 296.5 million euros to 366.2 million euros, through the issuing of 69.72 
new shares with a share premium of 275.7 million euros. As a result of these operations, 
Sonaecom’s Shareholders Funds increased by 345.4 million euros.  
 
Following these agreements, Sonaecom has controlled 100% of Optimus and accounted for 
100% of its results in the consolidated accounts, since August 2006. As a result, Sonaecom 
will be able to achieve greater operating and financial efficiencies and flexibility going 
forward.  
 
Sale of Enabler  
On 1 June 2006, Sonaecom, together with all other minority shareholders in Retailbox BV, 
signed a Sale & Purchase agreement for the sale of 100% of Enabler to Wipro, one of the 
largest product engineering and support service providers worldwide. On 30 June 2006, the 
Sale & Purchase Agreement was completed and the respective notary deed was executed, 
with the consequent exclusion of the company from the Sonaecom and SSI consolidated 
accounts from that date. 
 
The consideration for this sale included an up-front cash payment on completion as well as 
an earn-out based on the achievement of certain agreed financial targets over a 2 year 
period, implying a minimum 1.4X EV/Sales and generating a total capital gain of 
approximately 25.3m euros in Sonaecom’s and SSI’s consolidated accounts.   
 
Public Tender Offer for Portugal Telecom  
On 6 February 2006, Sonaecom submitted a preliminary tender offer for 100% of PT’s share 
capital with a minimum acceptance of at least 50.01% of the outstanding share capital. The 
consideration offered was 9.5 euros in cash for each share and 5 thousand euros in cash for 
each convertible bond, conditioned upon a 2006 dividend distribution of 0.385 euros per 
share. The fundamental rationale behind launching the offer was the estimated mobile 
synergies that Sonaecom believed it could extract from the proposed combination of TMN 
and Optimus operations through OPEX and CAPEX savings.  
 
The bid to acquire control of PT went through a long chain of events, the most important of 
which are highlighted below:  
 
- On 17 May 2006, the Competition Authority announced that it would move into an in-

depth investigation of the Offer and, at the Competition Authorities’ request, Sonaecom 
submitted a proposal of remedies aimed at addressing the competition issues raised;  

 
- On 24 May 2006, Sonaecom announced the acquisition of 11.3 million PT shares, 

representing just over 1% of PT’s share capital, purchased at an average price of 9.38 
euros per share. This financial investment of 105.9 million euros was held in order to 
reach the minimum threshold required to obtain the right to information, established 
under Portuguese company Law, in particular access to PT’s share register and list of 
shareholders; 
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- On 27 September 2006, the Competition Authority announced its preliminary decision 
regarding Sonaecom’s proposed Public Tender Offer for PT, opening a consultation period 
to all the interested parties. On 5 December 2006, it announced its second preliminary 
decision based on the opinions received.  

 
-  On 22 December 2006, the Competition Authority announced its final decision, disclosing 

the commitments to be undertaken by Sonaecom to allow its bid for PT to proceed. This 
was a important step forward in the bid process, clearing the way for Sonaecom to 
integrate TMN and Optimus should the bid be successful. However, the conditions laid out 
by the Competition Authority were significantly more onerous than originally expected, 
with substantial negative impact on the NPV of the combined mobile business plan.  

 
9. Subsequent Events 
 
The following events, which took place after 31 December 2006 but before the approval of 
the full year accounts by the Board, should be noted: 
 
- On 12 January 2007, the Portuguese Securities’ Exchange Market Commission (CMVM) 

granted the registration of Sonaecom’s Offer for PT; 
 
- On 16 January 2007, Sonaecom published its final offer prospectus for PT, with offer 

consideration of 9.5 euros per share for a  period running from 16 January 2007 to 9 
March 2007; 

 
- On 15 February 2007, Sonaecom announced its decision to change the offer consideration, 

increasing it from the previous 9.5 euros per share to 10.5 euros per share and irrevocably 
waiving any possibility of further increases. This increase was based on Sonaecom’s desire 
to aligning the interests of all shareholders and, thereby improve the probability of 
success of the bid; 

 
- On 2 March 2007, PT held a shareholders’ EGM to vote on the proposed changes to the by-

laws, specifically the removal of the 10% limitations on the voting rights of a single 
shareholder and the approval of the acquisition by Sonaecom of more than 10% of PT’s 
share capital. The attendance level, at the EGM, was 67.4%; 45.58% voted against, 43.90% 
voted for and 9.52% abstained. As the bid for PT was dependent on these changes to the 
articles of association, Sonaecom’s public tender offer automatically terminated; 

 
- Between 5 and 6 March 2007, Sonaecom acquired a total of 1.89 million own shares, 

representing 0.52% of the share capital, at an average price of 4.81 euros per share. 
These acquisitions were carried out to fully cover obligations under Sonaecom’s Medium 
Term Incentive Plan attributed to employees; 

 
- On 6 March 2007, Sonaecom sold its 1% shareholding in PT into the market, at an average 

price of 9.61 euros per share. This compares to the average purchase price of 9.38 euros 
per share during 2Q06.            
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10. Additional Information 
 
Consolidated Nominal Net Debt before application of IAS 39 
 

CONSOLIDATED NOMINAL DEBT 4Q05 4Q06 y.o.y 2005 2006 y.o.y

Gross  Debt 479.9 478.0 -0.4% 479.9 478.0 -0.4%

Liquidity 209.4 125.9 -39.9% 209.4 125.9 -39.9%

Net Debt 270.5 352.0 30.2% 270.5 352.0 30.2%

Net Debt/ EBITDA last 12 months 1.7 x 1.9 x 0.2x 1.7 x 1.9 x 0.2x

Debt/(Debt + Shareholders ' Funds) 41.1% 34.4% -6.7pp 41.1% 34.4% -6.7pp

Million euros

 
Optimus Nominal Net Debt before application of IAS 39 
 

OPTIMUS NOM INAL DEBT 4Q05 4Q06 y.o.y 2005 2006 y.o.y

Gross  Debt 329.7 327.8 -0.6% 329.7 327.8 -0.6%

Liquidity 87.8 100.2 14.1% 87.8 100.2 14.1%

Net Debt 241.9 227.6 -5.9% 241.9 227.6 -5.9%

Net Debt/ EBITDA last 12 months 1.4 x 1.3 x -0.1x 1.4 x 1.3 x -0.1x

Debt/(Debt + Shareholders ' Funds) 47.2% 47.9% 0.7pp 47.2% 47.9% 0.7pp

Million euros

 
Reconciliation of Consolidated Net Debt 
 
Million euros

CONSOLIDATED NET DEBT Debt (1) Shareholder Loans Liquidity Net Debt

Aggregate Debt 464.0 231.1 213.5 481.6
Optimus 317.3 0.0 100.2 217.1

Sonaecom Fixed 0.0 71.7 8.6 63.2

Público 0.0 0.9 0.2 0.7

SSI 0.1 0.3 13.0 -12.6

Sonaecom SGPS (2) 146.6 86.8 91.0 142.4

Others 0.0 71.5 0.5 70.9

Intra-groups 0.0 231.1 87.6 143.6
Optimus 0.0 0.0 68.9 -68.9

Sonaecom Fixed 0.0 71.7 7.6 64.1

Público 0.0 0.9 0.0 0.9

SSI 0.0 0.3 9.9 -9.6

Sonaecom SGPS 0.0 86.8 0.9 85.8

Others 0.0 71.5 0.3 71.2

Total 464.0 0.0 125.9 338.1
(1) Debt= Bank Loans plus Other Financial Liabilit ies; (2) Sonaecom Holding Company Shareholder Loans relates to Treasury Applications from Operat ing Companies

(Operating Companies ' Liquidity intra-group).
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SAFE HARBOUR 
 
 
This document may contain forward-looking information and statements, based on management’s current 
expectations or beliefs.  Forward-looking statements are statements that are not historical facts. 
 
These forward-looking statements are subject to a number of factors and uncertainties that could cause actual 
results to differ materially from those described in the forward-looking statements, including, but not limited 
to, changes in regulation, the telecommunications industry and economic conditions; and the effects of 
competition. Forward-looking statements may be identified by words such as “believes,” “expects,” 
“anticipates,” “projects,” “intends,” “should,” “seeks,” “estimates,” “future” or similar expressions.  
 
Although these statements reflect our current expectations, which we believe are reasonable, investors and 
analysts are cautioned that forward-looking information and statements are subject to various risks and 
uncertainties, many of which are difficult to predict and generally beyond our control, that could cause actual 
results and developments to differ materially from those expressed in, or implied or projected by, the forward-
looking information and statements. You are cautioned not to put undue reliance on any forward-looking 
information or statements. We do not undertake any obligation to update any forward-looking information or 
statements. 
 

 

Report available in Sonaecom’s institutional website 
www.sonae.com  

 
 

Media and Investor Contacts 
 

Isabel Borgas 
Public Relations Manager 
isabel.borgas@sonae.com

Tel: 351 93 100 20 20 
 

Patrícia Mendes 
Investor Relations Manager 

patricia.mendes@sonae.com
Tel: 351 93 100 22 23  
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