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SONAECOM Corporate Governance report

OUR GOVERNANCE

1.1. Introduction
i) Message to shareholders
Dear shareholder,

Sonaecom has a serious commitment to the
creation of long-term shareholder value and, as a
result, we are focused on adopting Portuguese and
international best practice in terms of corporate
governance. We are fully compliant with the

legal requirements of the Portuguese Securities
Commission (“CMVM"), we comply with the vast
majority of their recommendations on Corporate
Governance and we will cantinuously improve our
practices going forward.

This commitment is assumed throughout our
organization, in which our values and disclosure
principles are widely disseminated. In the
interests of total transparency, we also publish
our governance regulations and guidelines on our
website (www.sonae.com).

We want to be one step ahead by creating a "best
in class” governance model and communicating our
governance culture to all stakeholders.

We are particularly proud of the solid and objective
principles that support our remuneration policy
and methodology. Our remuneration policy is
competitive, linked to performance, aligned with
shareholder interests, transparent, reasonable, fair
and remuneration awarded is disclosed in detail.
Our principles clearly reflect our commitment in
this area.

i) Corporate Governance principles

Our corporate governance practices are based on

the following main principles:

+ Transparency

- Independence

- Oversight

- Risk management

- Shareholder engagement

- Governance model adaptation - One size does
not fit all (we “comply” or “explain”)

What corporate governance means to Sonaecom?

By governance we mean our decision-making
processes and the way in which our decisions are
implemented, as well as the formal structures and
different bodies that are involved in preparing,
challenging, approving, implementing and reporting
on these decisions.

For Sonaecom, corporate governance is about

making sure that:

- Our management is leading the business in the
right direction and is acting in the interest of the
company and its shareholders;

- We protect our ethical standards and respect
stakeholder interests;

- We comply with our statutes, and applicable laws
and regulations;

- We pursue our corporate strategy in order to
accomplish our performance objectives;

- We have the appropriate controls and procedures
in place to manage risks effectively;

Our management and our governance are
assessed and monitored, by having the right
structures and processes in place.

How does Sonaecom make corporate governance
happen?

At Sonaecom, our governance happens throughout
our organisational structure, our principles

and our communication with and disclosure to
stakeholders, which together create a governance
culture.

Our Board & Corporate Governance Officer
supports the Sonaecom Chairman and the

CEOQ, in keeping our governance under review to
ensure that the right processes and procedures
are in place to protect shareholder interests.
Moreover, we have organised ourselves so that
the different governing bodies, both statutory

and non-statutory, take responsibility for assuring
that we follow best practice in terms of corporate
governance and optimise the alignment between
management and shareholders.



1 Our governance

1.2. Statement of Compliance

As required by Portuguese regulations and in line with the recommendations on corporate governance issued
in January 2010 by the Portuguese Securities Commission (CMVM), the following section explains the roles,
responsibilities and composition of our principal statutory and non-statutory governing bodies. This section
also includes detailed disclosure and an explanation of our remuneration policy and of Directors’ shareholdings.

Disclosure of the availability of information

The full text of the corporate governance guidelines currently adopted by Sonaecom, whether published

by specific regulation, recommendation or voluntarily, including our Code of Conduct and, in particular, our
guidelines covering Share Dealing and Conflicts of Interest - are made publicly available on our website www.
sonae.com and also at www.cmvm.pt.

CMVM recommendations on Corporate Governance
The table below sets out all of the CMVM's recommendations on Corporate Governance (as issued in January
2010) and our assessment of our compliance as at 31 December 2011

Sonaecom
CMVM recommendations compliance Comments

L Shareholders’ General Meetings

11 Board of the Shareholders’ General Meeting

111 The Chairman of the Board of the Shareholders’ General Yes All resources requested have been made available
Meeting shall be given adequate human and logistical by Sonaecom, via the relevant departments: Legal,
resources, taking into consideration the financial Facilities, Finance, and others.
position of the Company.

112 The remuneration of the Chairman of the Board of the Yes The remuneration is disclosed
Shareholders’ General Meeting shall be disclosed in the (see '1.3. Shareholders’ General Meeting -
annual Corporate Governance Report. Remuneration’).

12 Participation at the meeting

121 The requirement to deposit or block shares before Yes The blocking of shares is no longer required as the law
Shareholders’ General Meetings, contained in the has changed and Sonaecom’s General Meeting held on
Articles of Association, shall not exceed five working 2011 resolved the change of the Articles of Association
days. in order to ensure compliance (see ‘1.3. Shareholders’

General Meeting - Blocking of shares’).

122 Should the Shareholders’ General Meeting be Yes The blocking of shares is no longer required as the law
suspended, the Company shall not require share has changed and Sonaecom’s General Meeting held on
blocking during the full period until the meeting is 2011 resolved the change of the Articles of Association
resumed, but shall apply the same period as for the first in order to ensure compliance (see ‘1.3. Shareholders’
session. General Meeting - Rules applicable to the blocking of

shares in case of suspension of the General Meeting’).

13 Voting and exercising voting rights

131 Companies should not impose any statutory restriction Yes There are no restrictions on postal or electronic voting
on postal voting and, whenever adopted or admissible, (see '1.3. Shareholders’ General Meeting - Postal
on electronic voting. voting').

132 The statutory advance deadline for receiving voting Yes Our statutory deadline is three working days (see ‘L.3.
ballots by post shall not exceed three working days. Shareholders’ General Meeting - Deadline for receiving

postal votes).

133 Companies shall ensure the level of voting rights and Yes Sonaecom’s Articles of Association comply with the one
the shareholder’s participation, ideally through the share-one vote principle
statutory provision that obliges the one share-one vote (see '1.3. Shareholders’ General Meeting - Number of
principal. The companies that: i) hold shares that do not shares corresponding to one vote').

confer vating right; ii) establish non-casting of voting
rights above a certain number, when issued solely by a
shareholder or by shareholders related to former, do not
comply with the proportionality principle.
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CMVM recommendations

Sonaecom
compliance

Comments

14 Quorum and resolutions

Companies shall not set a deliberative quorum that
exceeds the minimum required by Portuguese
Company Law.

15 Attendance lists, minutes and information on
resolutions adopted

The minutes of the Shareholders’ General Meetings
shall be made available to Shareholders on the
Company’s website within a five day period, irrespective
of the fact that such information may not be legally
classified as material information. The information
disclosed shall cover the resolutions passed, the
represented capital and the voting results. Said
information shall be kept on the company's website for
no less than a 3 year period.

Yes

Yes

QOur quorum corresponds to the minimum required by
law.

All required elements are made and remain available on
the Company’s website.

16 Measures relating to changes in control

161 In accordance with the principle established in the
previous sub-paragraph, any Company that has Articles
of Association with clauses that restrict or limit the
number of votes that may be held or exercised by

a single shareholder, either individually or acting in
concert with other shareholders, shall also require that,
at least once every five years, the continuation of such
clauses must be ratified at a Shareholders’ General
Meeting, at which the quorum shall not exceed the
legal minimum and all votes cast shall count, without
applying any restriction.

Defensive measures that automatically lead to serious
erosion in the value of the Company'’s assets should
not be adopted when there has been a change in
control or a change in the Company’s management, as
this prevents the free transmission of shares and the
ability of shareholders to effectively evaluate those
responsible for managing the Company.

Yes

Yes

There are no clauses that restrict or limit the number
of votes.

No such measures exist (see ‘1.3. Shareholders’ General
Meeting - Defensive measures in case of change of
control or changes in the Board of Directors’).

2 Management and audit boards
21 General points
211 Structure and duties

2111  Inthe Corporate Governance Report, the Board of
Directors shall assess the governance model adopted
by the Company, by identifying any restrictions that are
holding back performance and by proposing actions to
be taken that are judged to be appropriate to resolve

them.

2112  Companies shall set up internal control and risk
management systems in order to safeguard the
company's worth and which will identify and manage
the risk. Said systems shall include at least the following
components: i) setting of the company's strategic
objectives as regard risk assumptions; ii) identifying

the main risks associated to the company's activity

and any events that might generate risks; iii) analyse
and determine the extent of the impact and the
likelihood that each of said potential risks will occur;

iv) risk management aimed at aligning those actual
incurred risks with the company’s strategic options for
risk assumption; v) control mechanisms for executing
measures for adopted risk management and its
effectiveness; vi) adoption of internal mechanisms for
information and communication on several components
of the system and risk-warning; vii) periodic assessment
of the implemented system and the adoption of the
amendments that are deemed necessary.

Yes

Yes

The Board of Directors has assessed the impact of

the corporate governance model adopted and has not
encountered any restrictions susceptible of affecting
its overall performance, as described in section 1.2.2. of
this report.

These systems are in place and are further described in
this report (see ‘L6. Risk Management’).
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Sonaecom
CMVM recommendations compliance Comments

2113 The Board of directors shall ensure the establishment Yes These systems are in function and are assessed by
and functioning of the internal control and risk Supervisory Bodies, namely the Statutory Audit Board
management systems. The Statutory Audit Board shall and the Board Audit and Finance Committee.
be responsible for assessing the functioning of said Responsibilities attributed to BAFC, as a specialized
systems and proposing the relevant adjustment. committee of the Board of Directors, are developed in

terms of company management and do not override
the functions of the Statutory Audit Board, as a
Supervisory Body. The BAFC is a Committee within a
Board of Directors and according to its empowerment

is responsible, among other matters, for an in-depth
analysis of the financial statements, of the performance
of key financial ratios and for the assessment of the
internal control and risk management processes, It
issues recommendations for final deliberation at the
Board of Directors, thereby improving its operational
functioning. It allows strengthening the levels of control
within the company, in addition to the independent
supervision role of the SAB.

See '1.6.a) Internal control and risk management system
- Report to management and auditing bodies'.

2114  Companies shall: i) identify the main economic, Yes See ‘1.5.b) Risk Management - Main risks and control
financial and legal risks that the company is exposed to actions'.
during the exercise of its activity and; ii) describe the
performance and effectiveness of the risk management
system in its Annual Corporate Governance Report.

2115  The Board of Directors and Statutory Audit Board shall Yes ‘Management and auditing Bodies - Corporate
establish internal regulations, which shall be disclosed structure organization - Roles and competencies’. See
on the Company's website complementary information on other regulations on

'1.6.c) Risk management - Risk management policies for
Ethics and Disclosure’.

212 Incompatibility and independence

2121  The Board of Directors shall include a sufficient number Yes Out of total of eleven members, there are seven
of non-executive members to ensure that there is the non-executive members on Sonaecom's Board of
capacity to effectively supervise, audit and assess the Directors (see ‘1.4.a) Management and auditing Bodies -
activity of the executive members. Identification and composition’).

2122  Non-executive members shall include an adequate Yes There are currently three independent non-executive
number of independent members, taking into account members on our Board of Directors (corresponding to
the size of the Company and its shareholder structure, more than one quarter of the total number of Board
but this shall never be less than one quarter of the total members authorised by the Articles of Association)
number of Board members. (see ‘1.4.a) Management and auditing Bodies -

Identification and composition’).

2123  Theindependence assessment of its non-executive Yes The Board of Directors carries out annually an
members carried out by the Board of Directors shall assessment of the independence of its non-executive
take into account the legal and regulatory rules in members, requesting the update of the information
force concerning the independence requirements and previously provided to qualify the independence status.
the incompatibility framework applicable to members The Board of Directors assessment for the 2011 year
of other corporate boards, which ensure orderly and can be found in section 1.2.3. of this report.
sequential coherence in applying independence criteria
to all the company. An independent executive member
shall not be considered as such, if in another corporate
board and by force of applicable rules, may not be an
independent executive member.

213 Eligibility criteria for appointment

2131  Depending on the governance model adopted, the Yes Compliance with legal requirements on independence

Chairman of the Statutory Audit Board, the Board
Audit Committee or Financial Matters Committee shall
be independent and possess the necessary skills to
perform their duties.

and necessary skills for the members of our

Statutory Audit Board was confirmed through specific

questionnaires implemented by Sonaecom (see ‘1.4.f)

Management and auditing bodies - Identification of the
members of the Statutory Audit Board').
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Sonaecom
CMVM recommendations compliance Comments
2132  Theselection process of candidates for non-executive Yes Sonaecom selection process of candidates for non-
members shall be conjured so as prevent interference executive members fully meets this recommendation.
by executive members. Given the clear separation between Sonaecom Board
Nomination and Remuneration Committee and
Sonaecom Shareholders’ Remuneration Committee,
Sonaecom executive members do not have any kind
of interference in the selection of non-executive
members. (see '1.4.b) Management and auditing
Bodies - Corporate structure organization - Roles and
competencies’).
214 Policy on the reporting of irregularities
2141  The Company shall adopt a policy on reporting any Yes Sonaecom has adopted a policy that fully meets this
irregularities that have allegedly occurred, which recommendation.
includes the following information: i) the means through See '1.6.c) Risk management policies for Ethics and
which any irregularities may be reported internally, Disclosure - Whistle-blowing policy'.
including the persons who are entitled to receive the
reports; i) how the report is to be handled, including
confidential treatment, should this be requested by the
reporter.
2142  General guidelines from this policy should be disclosed Yes Sonaecom discloses the general guidelines in this report
in the Corporate Governance Report. and on the company’s website.
See ‘1.6.c) Risk management policies for Ethics and
Disclosure - Whistle-blowing policy'.
215 Remuneration
2151  Theremuneration of the Members of the Board of No Alignment with the interests of the Shareholders is

Directors shall be structured so that the formers’
interests are capable of being aligned with the
long-term interests of the company. Furthermore,

the remuneration shall be based on performance
assessment and shall discourage taking on extreme risk.
Thus, remunerations shall be structured as follows:

i) The remuneration of the Board of Directors carrying
out executive duties shall include a variable element
which is determined by a performance assessment
carried out by the company’s competent bodies
according to pre-established quantifiable criteria. Said
criteria shall take into consideration the company's

real growth and the actual growth generated for the
shareholders, its long-term sustainability and the risks
taken on, as well as compliance with the rules applicable
to the company’s activity.

ii) The variable component of the remuneration shall
be reasonable overall as regard the fixed component of
the remuneration and maximum limits shall be set for
all components.

iii) A significant part of the variable remuneration shall
be deferred for a period not less than three years and its
payment shall depend of the company’s steady positive
performance during said period.

(iv) Members of the Board of Directors shall not enter
into contracts with the company or third parties that
will have the effect of mitigating the risk inherent in
the variability of the remuneration established by the
company.

ensured and this recommendation is met (see ‘1.5.
Group Remuneration Policy and Remuneration of
Management and Audit Bodies') with the exception of
2.251i).

Although Antonio Lobo Xavier is a member of the
Executive Committee, his remuneration package
does not include any variable component. This is an
exception to the general rule for members of the
Executive Committee of Sonaecom and is not in
compliance with particular recommendation. However,
as Antonio Lobo Xavier is member of the Sonaecom
Ethics Committee and has responsibilities in terms of
Governance, it was considered that it was not advisable
for his remuneration package to include any variable
component.

Sonaecom’s remuneration Structure combines fixed
and variable components, in alignment with European
pay standards. In comparable terms, fixed remuneration
is close to the median and total compensation is close
to the third quartile of the standards. Variable pay
represents more than 40% of the component. The
minimum and maximum of the variable component are
established as percentage of fixed component (thus,
establishing objectively the maximum limits).

See ‘1.5.b) Directors Remuneration'.

No such contracts have been identified.
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Sonaecom

CMVM recommendations compliance

Comments

2152

2153

2154

2155

(v) The Executive Directors shall hold, at least twice the
value of the total annual remuneration, the company
shares that were allotted by virtue of the variable
remuneration schemes, with the exception of those
shares that are required to be sold for the payment of
taxes on the gains of said shares.

(vi) When the variable remuneration includes stock
options, the period for exercising same shall be deferred
for a period of not less than three years.

(vii) The appropriate legal instruments shall be
established so that in the event of a Director’s dismissal
without due cause, the envisaged compensation

shall not be paid out if the dismissal or termination

by agreement is due to the Director's inadequate
performance.

(viii) The remuneration of Non-Executive Board
Members shall not include any component the value of
which is subject to the performance or the value of the
company.

The statement on the remuneration policy of the Yes
management and audit bodies referred to in Article 2 of
Law No. 28/2009 of 19 June, shall contain, in addition to
the content therein stated, adequate information on: i)
which groups of companies the remuneration policy and
practices of which were taken as a baseline for setting
the remuneration ii) the payments for the dismissal or
termination by agreement of the Directors’ duties.

The remuneration policy statement referred to in Yes
Article 2 of Law No. 28/2009 shall also include the

persons discharging managerial responsibilities’

remuneration which contain an important variable

component, within the meaning of Article 248-B/3 of

the Securities Code. The statement shall be detailed

and the policy presented shall particularly take the

long-term performance of the company, compliance

with the rules applicable to its business and restraint in

taking risks into account.

A proposal shall be submitted at the General Meeting Yes
on the approval of plans for the allotment of shares
and/or options for share purchase or further yet on

the variations in share prices, to members of the
management and audit bodies and other managers
within the context of Article 248/3/B of the Securities
Code. The proposal shall mention all the necessary
information for its correct assessment. The proposal
shall contain the regulation plan or in its absence,

the plan’s conditions. The main characteristics of the
retirement benefit plans established for members of
the management and audit bodies and other managers
within the context of Article 248/3/B of the Securities
Code, shall also be approved at the General Meeting.

At least one of the Remuneration Committee’s Yes

representatives shall be present at the Annual General
Meeting for Shareholders.

Sonaecom implemented since 2008 a Share Holding
and Retention Policy that fully complies with this
recommendation.

The variable remuneration does not include stock
options.

Sonaecom applies for the appropriate legal instruments
available in law to this type of situations. There

are no individual contracts with Directors to define

how compensations would be calculated. Moreover,
Sonaecom has never attributed or estimated to
attribute to the Directors any compensation in

case of dismissal or termination due to inadequate
performance.

Non-Executive Directors do not receive annual
performance bonuses nor do they participate in the
Sonaecom Medium Term Incentive Plan (MTIP).

2011 AGM remuneration proposal includes such
information.

2011 AGM remuneration proposal includes such
information.

This proposal was approved at the 2011 AGM.
No retirement benefit plans are in place. (see '1.5.a)
Group remuneration policy’).

A representative of the Shareholders’ Remuneration
Committee has been present at the AGM.
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Sonaecom
CMVM recommendations compliance Comments

22 Board of Directors

221 Within the limits established by Portuguese Company Yes The day-to-day running of the Company is delegated
Law for each management and audit governance to an Executive Committee (see ‘1.4.b) Management
structure, and unless the Company is restricted by its and auditing Bodies - Corporate structure organization -
size, the Board of Directors shall delegate the day-to- Roles and competencies').
day running of the Company and the powers and terms
of the delegation should be set out in the Corporate
Governance Report.

222 The Board of Directors shall ensure that the Company Yes Such responsibilities are not delegated (see ‘1.4.b)
acts in accordance with its objectives, and should not Management and auditing Bodies - Corporate structure
delegate its own responsibilities, including; i) definition organization - Roles and competencies’).
of the Company's strategy and general policies; ii)
definition of the corporate structure of the Group; and
iii) decisions that are considered to be strategic due to
the amounts, risks and special circumstances involved.

223 Should the Chairman of the Board of Directors have Not Applicable  The Chairman of the Board of Directors does not have
an executive role, the Board of Directors shall set an executive role at Sonaecom (see ‘1.4.a) Management
up efficient mechanisms to co-ordinate the work of and auditing Bodies - Identification and composition’).
the non-executive members, to ensure that they
may take decisions in an independent and informed
manner, and shall also explain these mechanisms to the
Shareholders in the Corporate Governance Report.

224 The Annual Management Report shall include a Yes This description is included in Section 4 of the Annual
description of the activity carried out by the non- Management Report.
executive Board Members and shall, in particular, report
any restrictions that they encountered.

225 The company shall expound its policy of portfolio Yes Sonaecom policy is not to adopt a formal and
rotation on the Board of directors, including the person mandatory policy of rotation. We defend that forcing
responsible for the financial portfolio, and report on the adoption of such principle could translate into a
same in the Annual Corporate Governance Report. harm measure for the company and its shareholders.

See '1.4.b) Management and auditing Bodies - Corporate
structure organization - Roles and competencies'.

23 Chief Executive Officer (CEQ), Executive Committee and
Executive Board of Directors

231 When Directors who carry out executive duties Yes Sonaecom Executive Directors meet this
are requested by other Board Members to supply recommendation.
information, they shall provide answers in a timely
manner with information that adequately responds to
the request made.

232 The Chairman of the Executive Committee shall send Yes The Chairman of the Executive Committee meets this
the notices convening meetings and minutes of the recommendation.
respective meetings to the Chairman of the Board of
Directors and, when applicable, to the Chairman of the
Statutory Audit Board or the Audit Committee.

233 The Chairman of the Executive Board of Directors shall ~ Not Applicable  Sonaecom has not adopted this governance model.
send the notices convening meetings and minutes of
the respective meetings to the Chairman of the General
and Supervisory Board and to the Chairman of the
Financial Matters Committee.

2.4 General and Supervisory Board, Financial Matters
Committee, Audit Committee and Statutory Audit
Board

241 In addition to fulfilling its supervisory and verification Not Applicable  Sonaecom has not adopted this governance model.

roles, the General and Supervisory Board shall fulfil the
role of advisor, as well as monitor and continually assess
the management of the Company by the Executive
Board of Directors. Amongst the other matters on
which the General and Supervisory Board should form
an opinion are the following; i) definition of the strategy
and general policies of the Company; ii) the corporate
structure of the Group; and iii) decisions that are
considered to be strategic due to the amounts, risks and
special circumstances involved.

10
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Sonaecom
CMVM recommendations compliance Comments

242 The annual reports on the activity of the General and Yes The annual report of the Statutory Audit Board is
Supervisory Board, the Financial Matters Committee, disclosed on the Company's website.
the Audit Committee and the Statutory Audit Board
shall be disclosed on the Company's website together
with the financial statements.

243 The annual reports on the activity of the General and Yes The Statutory Audit Board's report includes such a
Supervisory Board, the Financial Matters Committee, description.
the Audit Committee and the Statutory Audit Board
shallinclude a description of the supervisory and
verification work completed and shall, in particular,
report any restrictions that they encountered.

244 The General Supervisory Board, the Audit Committee Yes Sonaecom fully complies with Portuguese Company
or the Statutory Audit Board (depending on the Law in terms of the role and functioning of the
governance model adopted) shall represent the Statutory Audit Board. The Statutory Audit Board
Company, for all purposes, in the relationship with the liaises with the Board Audit and Finance Committee in
external auditor. This shall include proposing who will this area as described later in this report.
provide this service, their respective remuneration,
and ensuring that the Company provides adequate
conditions to allow them to deliver their service, and
also acting as the point of contact with the Company
and being the first recipient of their reports.

245 The General Supervisory Board, the Audit Committee Yes The Statutory Audit Board makes this annual
or the Statutory Audit Board (depending on the assessment.
governance model adopted), shall assess the external
auditor on an annual basis and should propose to the
Shareholders’ General Meeting that the external auditor
be discharged, should justifiable grounds exist.

246  Theinternal audit services and those that ensure Yes Internal Audit services report functionally and in
compliance with the rules applicable to the company separate to the Statutory Audit Board and to the Board
(compliance services) shall functionally report to the Audit and Finance Committee.

Audit Committee or the Statutory Audit Board or, Sonaecom confirms that Internal Audit functionally

in the case of companies adopting the Latin model, reports in an effective manner to the Statutory

an independent director or Statutory Audit Board, Audit Board, so the reporting to an independent

regardless of the hierarchical relationship that these statutory body is guaranteed. The reporting to the

services have with the executive management of the Board Audit and Finance Committee, as a specialized

company. committee of the Board of Directors, is an additional
way of strengthening the levels of control and does not
override the functions of the Statutory Audit Board.
See also comments given to Recommendation 21.1.3.
See '1.6. a) Internal Control and Risk Management
System - Report to Management and Auditing Bodies'.

25 Special purpose or specialised committees

251 Unless the Company is restricted by its size, the Yes Board Audit and Finance Committee and, especially,
Board of Directors and the General and Supervisory the Board Nomination and Remuneration Committee
Committee, depending on the governance model were set up for these purposes (see ‘1.4.b) Management
adopted, shall set up the necessary committees in order and auditing Bodies - Corporate structure organization -
to: i) ensure that a robust and independent assessment Roles and competencies').
of the performance of the Executive Directors is carried
out, as well as of its own overall performance and
including the performance of all existing committees;
and ii) consider the governance system adopted,
assess its efficiency and propose measures to make
improvements to the relevant bodies; and iii) in due
time identify potential candidates with the high profile
required for the performance of director’s duties.

252 Members of the Shareholders’ Remuneration Yes See explanations below in respect of the effective

Committee or similar, shall be independent from the
members of the Board of Directors and include at least
one member with knowledge and experience in matters
of remuneration policy.

independence of Paulo Azevedo (see 'CMVM
Recommendations compliance’).

11
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CMVM recommendations

Sonaecom
compliance

Comments

Any natural or legal person which provides or has
provided, over the past three years, services to any
structure subject to the Board of Directors, to the Board
of Directors of the company or that has to do with

the current consultant to the company shall not be
recruited to assist the Remuneration committee. This
recommendation also applies to any natural or legal
person who has an employment contract or provides
services.

All committees shall draw up minutes of the meetings
they hold.

Yes

Yes

The Board Nomination and Shareholders’ Remuneration
Committee, made up of independent members,
supports the Compensation Committee to carry out

its duties. It is supported by international consultants

of recognized competence, whose independence is
assured by the fact that they are not bound in any

way to the Board of Directors and through their broad
experience and recognized status in the market place.

Our Board committees draw up minutes.

Information and auditing

311

General disclosure requirements

Companies shall ensure that permanent contact is
maintained with the market, upholding the principle of
equal treatment for all Shareholders and avoiding any
asymmetry in the access to information by investors.
To achieve this, the Company shall set up an Investor
Relations Office.

The following information disclosed on the Company’s
Internet website, shall be available in English:

a) The Company, its listed company status, registered
office and the remaining information set out in
Article 171 of Portuguese Company Law;

Articles of Association;

Identification of the members of the Statutory
Governing Bodies and of the Representative for
Relations with the Market;

Investor Relations Office - its functions and contact
details;

Financial Statements;

f) Half-yearly Calendar of Company Events;

g) Proposals presented to Shareholders’ General
Meetings;

Notices convening Shareholders’ General Meetings.

™ o
= — =

h

Companies shall advocate the rotation of auditors
after two or three terms in accordance with four or
three years respectively. Their continuance beyond
this period must be based on a specific opinion from
the Statutory Audit Board to formally consider the
conditions of the auditor’'s independence and the
benefits and costs of replacement.

The external auditor must, within its powers, verify the
implementation of remuneration policies and systems,
the efficiency and functioning of internal control
mechanisms and report any shortcomings to the
company's Statutory Audit Board.

The company shall not recruit the external auditor

for services other than audit services, nor any entity
with which same takes part or incorporates the same
network. Where recruiting such services is called for, said
services should not be greater than 30% of the total
value of services rendered to the company. The hiring
of these services must be approved by the Statutory
Audit Board and must be expounded in the Annual
Corporate Governance Report.

Yes

Yes

Not Applicable

Yes

Yes

Sonaecom has set up an Investor Relations Office
(see ‘1.7 Other information - Investor Relations’).

All the information indicated is available in English on
the Company’s website.

Recommendation not applicable, as Sonaecom External
auditors’ mandate ended in 31 December 2011.

The work performance of the statutory external auditor
during 2011 is disclosed in the annual auditor report,
available on the Company's website.

Sonaecom policy is to adopt services other than audit
not greater than 30% of the total value of services
rendered to the company. Particularly in 2011, this
percentage of services totaled 17%.

12
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Sonaecom
CMVM recommendations compliance Comments
4 Conflicts of Interest
41 Shareholder Relationship
411 Where deals are concluded between the company and Yes Sonaecom policy is to conduct these deals according
shareholders with qualifying holdings or entities with with the normal market conditions.
which same are linked in accordance with Article 20 of See '1.6.c) Risk management policies for Ethics and
the Securities Code, such deals shall be carried out in Disclosure - Conflicts of Interest policy'.
normal market conditions.
412 Where deals of significant impartance are undertaken Yes Sonaecom policy is to report such deals to the SAB and

with holders of qualifying holdings, or entities with

which same are linked in accordance with Article 20 of
the Securities Code, such deals shall be subject to a
preliminary opinion from the Statutory Audit Board. The
procedures and criteria required defining the relevant
level of significance of these deals and other conditions
shall be established by the Statutory Audit Board.

obtain a preliminary opinion for deals higher than 10
million euros, as defined by the SAB.

See ‘1.6.c) Risk management policies for Ethics and
Disclosure - Conflicts of Interest policy'.
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1.2.1. Notes on CMVM Recommendations
compliance

On what concerns CMVM's Recommendations on
Corporate Governance, we would like to add that
concerning recommendation 2.5.2. (Independence
of the members of the Shareholders’
Remuneration Committee), we consider that we
are compliant with this recommendation in terms
of substance, although formally we do not comply
as one of the members of this Committee (Duarte
Paulo Teixeira de Azevedo) is also the Chairman of
our Board of Directors.

Our opinion is based on the following
considerations: (i) Duarte Paulo Teixeira de
Azevedo represents our major reference
Shareholder at the Shareholder's Remuneration
Committee in his capacity of CEO of Sonae SGPS,
S.A., whichis fully consistent with the purpose

of this committee; (i) he is a Non-Executive
Chairman of our Board; (iii) he does not take part
in any discussion where a conflict of interest might
arise with his role as Chairman of our Board (for
example, he does not discuss his own remuneration
at Sonaecom, which is decided by the other
independent member of our Shareholders’
Remuneration Committee); and (iv) additionally,
his remuneration at Sonaecom is not a significant
value, being 60,800 euros in 2011.

In relation to independence, one further point

to stress is that our Board Nomination and
Remuneration Committee liaises with our
Shareholders’ Remuneration Committee to ensure
that the latter has all the necessary information to
assess the performance of our Directors (especially
the Executive Directors), as the Shareholders’
Remuneration Committee does not closely monitor
their activity throughout the year. This support
does not in any way impair the independence of
the members of the Shareholders’ Remuneration
Committee but facilitates the assessments

they make and the remuneration decisions they
approve on behalf of our Shareholders.

On what concerns recommendation 3.1.3,,
Sonaecom adopted the current governance
model in 2007 in which the external auditor is

no longer part of the Statutory Audit Board.
According to this model, the nomination for each
mandate of the Statutory External Auditor is
made in the Shareholders annual general meeting
upon a proposal of the Statutory Audit Board.
Additionally, the Statutory Audit Board undertakes
an annual assessment of the external auditor,
aimed at assuring that the rotation of the partner
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responsible for executing the work is completed as
required by article 542 of Decree Law 487/99 of 16
November (as changed by Decree Law 224/2008
of 20 November). As the current mandate of the
External Auditor ended in 31 December 2011,
during 2011 the SAB didn't take a formal position
regarding an eventual replacement of the External
Auditor.

1.2.2. Declaration of the Board of Directors on its
assessment of the governance model adopted
(issued for the purpose of CMVM Recommendation
11111)

Sonaecom's governance model has enabled the
Board of Directors and its specialized committees
to function normally, and none of the other
statutory bodies have reported the existence of
any constraints to their normal functioning.

The Statutory Audit Board has exercised its
supervisory powers, having received all the required
support of the Board to that effect, through
information provided on a regular basis by the
Board and Audit Finance Committee.

The Statutory External Auditor has analysed

the Company'’s activity and has conducted the
examinations and verifications deemed necessary
to the proper audit and legal certification of the
accounts, in conjunction with the Statutory Audit
Board, and with the full cooperation of the Board of
Directors.

The Board of Directors, through its Board Audit
and Finance Committee and Executive Committee,
has been carrying out its duties and cooperating
with the Statutory Audit Board and the Statutory
External Auditor, when so requested, in a
transparent and rigorous manner and in compliance
with its Terms of Reference and best corporate
governance practices.

In order to provide a cumulative record of how

the Board of Directors and the auditing bodies
have functioned and interacted under the current
governance model during the course of the Board's
current mandate, an internal document has

been prepared by the bodies involved detailing the
procedures as to how the Statutory Audit Board
interacts with the Board of Directors, the
Executive Committee and the Board Audit and
Finance Committee.



1 Our governance

These procedures, developed during the Board's

m

andate, facilitate:

the manner in which the Statutory Audit Board
carries out its duties, formalizing the exchange
and flow of information to and from the Board
of Directors, with the active involvement of
the Board Finance and Audit Committee and
Executive Committee in reporting information
concerning risk management procedures, the
Company's internal audit activities as well as
the preparation and disclosure of financial
information;

- theinvolvement of the Statutory Audit Board

through recommendations given to the Board of
Directors and Executive Committee, concerning
namely the functioning of internal control and
risk management systems and, if relevant,
transactions with related parties.

1.2.3. Assessment of Independence of the
Members of the Board of Directors

The Board of Directors did not identify any fact or
circumstance that would have caused any loss of
independence by any of its independent non-

executive members during the term to which this

re
st
m

port refers. This conclusion was based on written
atements issued by each of the independent
embers at the request of the Board.
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1.3. Shareholders’ General Meeting

Composition of the Board of Shareholders’
General Meeting

Members
Jodo Augusto Esmeriz Vieira de Castro Chairman
Anténio Agostinho Cardoso da Conceigdo Guedes Secretary

Mandates

The current mandate of the members of the Board
of the Shareholders’ General Meeting covers the
period from 2008 to 2011.

Remuneration

The Chairman of the Shareholders’ General
Meeting receives a fixed annual fee of 5,000 euros
and the Secretary a fixed annual fee of 1,500.
These amounts didn't suffer any change since
2008.

Blocking of shares

The blocking of shares is no longer required as

the law has changed. The Shareholders' General
Meeting is composed of shareholders that on the
record date, meaning at 00:00 hours (GMT) of the
fifth trading day before the date of the general
meeting hold shares that entitled them to least
one vote, provided confirmation of their intention
of attending the General Meeting under Portuguese
Company Law and the Articles of Association.

Rules applicable to the blocking of shares in case
of suspension of the General Meeting

The blocking of shares is na longer required as the
law has changed Shareholders may participate in
Shareholder's General Meeting under the terms
established by Portuguese Company Law.

Number of shares corresponding to one vote
Each share corresponds to one vote.

Statutory rules on limitations of the number of
votes

The Articles of Association do not include any
restrictions on the number of votes that may be
counted nor do they allow for the existence of
shares that do not grant the right to vote.

Postal voting

Postal voting is allowed in respect of all proposals
for discussion and decision at a Shareholders’
General Meeting, according to the terms and
conditions set out in the Company’s Articles of
Assaciation. The Chairman of the Board of the
Shareholder's General Meeting is responsible for
the authenticity and confidentiality of such votes.
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Form used for postal voting
Printed postal voting forms are available and may
also be downloaded from Sonaecom’s website.

Deadline for receiving postal votes

Postal voting bulletins must be received at least
three business days before the Shareholders’
General Meeting at the Company's Registered
Office by means of registered mail or electronically
and must be addressed to the Chairman of the
Board of the Shareholder’s General Meeting.

Electronic voting

Electronic voting is allowed for under Sonaecom'’s
Articles of Association, provided the requirements
imposed by the Chairman of the Shareholders’
General Meeting, in the notice convening the
respective General Meeting, in order to assure an
equivalent level of security and authenticity, are
respected.

Possibility of access to the extracts of the minutes
of the General Meetings on the website of the
Company

All shareholders have access to the extracts of

the minutes on Sonaecom’s website within the
following five days.

Member of the Shareholders’ Remuneration
Committee that attended the General Meeting
The member of the Shareholders’ Remuneration
Committee who attended the 2011 Shareholders’
General Meeting was Bruno Lehmann.

Approval of remuneration policy and assessment
of the management of the Company

The Shareholders’ Remuneration Committee
(elected by the Shareholders’ General Meeting) is
responsible for approving the remuneration and
other compensation of members of Sonaecom’s
Statutory Governing Bodies, including Executive
and Non-Executive Directors and following the
remuneration and other compensation policies
already approved by Shareholders at Shareholders’
General Meetings.

In line with the CMVM's Recommendations on
Corporate Governance, such proposal include
persons discharging managerial responsibilities’
remuneration in 2011.

As required by Portuguese Company Law, the
agenda for each AGM includes a point covering the
assessment of the management and audit of the
Company, under which the Shareholders have the
opportunity to make this assessment.
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Approval of share plans

Sonaecom's share plans are approved by the
General Meeting and all relevant information is
provided to the Shareholders in detail, in order to
enable them to decide on a fully informed basis.
The current plan was approved at the 2011 AGM
and all relevant data is available on the Company’s
website.

Approval of retirement benefits
Sonaecom does not have any retirement benefits
in place.

Existence of a statutory provision regarding

the resolution of the General Meeting aiming at
maintaining or revoking a statutory provision
referring to the limitation on the number of votes
that may be counted

No such provision exists, as there are no limitations
on the number of votes that may be counted.

Defensive measures in case of change of control
or changes in the Board of Directors
None of the so-called defensive measures exist.

Agreements with ownership clauses

A change in control of Sonaecom would allow
France Télécom to terminate the Strategic
Partnership Agreement entered into on 9 June
2005, which was renewed on 24 October 2008.

Agreements with members of the Board

of Directors and other persons discharging
managerial responsibilities (‘Dirigentes’) in case
of termination of the mandate

Please refer to 1.5.b) Compensation for Board
members on termination of office.

17
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1.4. Management and auditing Bodies
a) ldentification and composition
Board of Directors

Composition

Under Sonaecom’s Articles of Association, the Board of Directors may be composed of any number of
members between three and twelve, elected at a Shareholder’s General Meeting. Board mandates are of four
years, with the possibility of re-election. The current Board mandate covers the period from 2008 to 2011. The

Board of Directors shall elect its Chairman.

Members
Duarte Paulo Teixeira de Azevedo Chairman
Antaénio Sampaio e Mello Independent Non-Executive Director
David Charles Denholm Hobley Non-Executive Director *
Gervais Gilles Pellisser Non-Executive Director
Jean-Frangois René Pontal Independent Non-Executive Director
Franck Dangeard Independent Non-Executive Director
Nuno Manuel Jordao Non-Executive Director
Angelo Gabriel Ribeirinho dos Santos Paupério Executive - CED
Anténio Bernardo Aranha da Gama Lobo Xavier Executive Director
Maria Claudia Teixeira de Azevedo Executive Director and CEO of SSIand Online & Media
Miguel Nuno Santos Almeida Executive Director and CEO of Optimus
*See ‘Independence Criteria’.
Sonaecom’s Board of Directors exhibits a healthy balance between the total number of Non-Executive
Directors and the number of Independent Non-Executive Directors.
Statutory Audit Board
Composition
Sonaecom’s Statutory Audit Board is composed of the following members:
Members
Arlindo Dias Duarte Silva Chairman
Armando Luis Vieira de Magalhes Member
Oscar José Alcada da Quinta Member
Jorge Manuel Felizes Morgado Substitute

Statutory External Auditor

Composition

Sonaecom's Statutory External Auditor is Deloitte & Associados, SROC, S.A. represented by Anténio Manuel
Martins Amaral, who may be substituted, if required, by Jodo Luis Falua Costa da Silva.

Company Secretary

Composition

Sonaecom's Secretary is Filipa Santos Carvalho, who may be substituted, if required, by Célia Sa Miranda.
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Other committees with management and auditing competencies

In order to improve the operational efficiency of the Board and to meet best practices in Corporate
Governance, Sonaecom's Board has created three Board Committees: the Executive Committee, the Board
Audit and Finance Committee and the Board Nomination and Remuneration Committee.

Executive Committee

Composition
Under Sonaecom’s Articles of Association, the Executive Committee is selected from the members of
the Board of Directors. The Group's CEO and the three other Executive Directors comprise the Executive

Committee.

Members
Angelo Gabriel Ribeirinho dos Santos Paupério Executive Director - CEO
Miguel Nuno Santos Almeida Executive Director - Telecomunications and Deputy CEO
Maria Claudia Teixeira de Azevedo Executive Director - SSIand Online & Media CEO
Antenio Bernardo Aranha da Gama Lobo Xavier Executive Director

Board Audit and Finance Committee

Composition

Sonaecom's Board Audit and Finance Committee (BAFC) consists of three members who are appointed by and
from among the members of the Board. The fourth member is the Board and Corporate Governance Officer.
The Committee currently includes three Non-Executive Directors, two of whom are independent, and is chaired

by an Independent Non-Executive Director.

Members
Jean-Frangois René Pontal Chairman - Independent Non-Executive Director
Antanio Sampaio e Mello Independent Non-Executive Director
David Charles Denholm Hobley Non-Executive Director *
David Graham Shenton Bain Board and Corporate Governance Officer

* See 'Independence Criteria’.

Board Nomination and Remuneration Committee

Composition
Sonaecom’s Board Nomination and Remuneration Committee (BNRC) consists of three members and includes
the Chairman of the Board of Directors and two Independent Non-Executive Directors. The current composition

is shown in the table below:

Members
Duarte Paulo Teixeira de Azevedo Chairman - Non-Executive Director
Jean-Frangois René Pontal Independent Non-Executive Director
Franck Emmanuel Dangeard Independent Non-Executive Director
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Ethics Committee

Composition

Sonaecom's Ethics Committee consists of four members appointed by the Board of Directors, including one
Independent Non-Executive Director, as Chairman of the Committee, an Executive Director, the Board and
Corporate Governance Officer and the head of the Human Resources department. The current composition is

shown in the table below:

Members

Jean-Frangois René Pontal Chairman - Independent Non-Executive Director

Anténio Bernardo Aranha da Gama Lobo Xavier Executive Director
David Graham Shenton Bain Board and Corporate Governance Officer

Anabela Magalhaes Head of the Human Resources Department

Board and Corporate Governance Officer

Composition
Sonaecom's Board and Corporate Governance Officer (BCGO) is David Graham Shenton Bain.

Shareholders’ Remuneration Committee

Composition
Sonaecom's Shareholders’ Remuneration Committee (‘Comissao de Vencimentos') comprises two members:

Sonae SGPS, S.A. represented by Duarte Paulo Teixeira de Azevedo®
Sontel, BV, represented by Francisco de la Fuente Sanchez®?

WSonae, SGPS, S.A,, appointed his CEO, Duarte Paulo Teixeira de Azevedo to exercise its role, under a four-year mandate covering the period

2008 to 2011;
@ Sontel BV appointed Bruno Walter Lehmann to exercise its role for a four-year mandate (2008 to 2011). At 27 April 2011, Bruno Walter

Lehmann resigned to its role and the company appointed Francisco de la Fuente Sanchez until the term of the mandate.
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b) Corporate structure organisation - roles and competencies

Sonaecom's Corporate Governance structure sets out clearly the roles, duties and responsibilities of its
different governing bodies.

SONAECOM, SGPS, S.A.

Shareholder's Remuneration Board of the Shareholder’s
Committee General Meeting Statutory Audit Board
Statutory External Auditor
Board and Corporate Board of Company
Governance Officer Directors Secretary
Board Nomination and Executive Board Audit and Finance
Remuneration Committee Committee Committee

We highlight below the key duties and responsibilities of Sonaecom's governing bodies:
Board of Directors

The Board of Directors is responsible for assuring the management of the Company’s business, monitoring
risks, managing conflicts of interests and developing the organisation's goals and strategy.

Sonaecom’s Articles of Association permit the Board to delegate day-to-day Company business, duties and
respansibilities, as considered appropriate, to an Executive Committee (as described in more detail under the
Executive Committee section) but do not allow the Board to approve share capital increases, which must be
approved at a Shareholders’ General Meeting.

Policy of rotation

Sonaecom policy is not to adopt a formal and mandatory policy of rotation. Executive Commission roles at
Sonaecom are rotated based on matching the skills and competencies required for the role, at any point

in time, with the capabilities, experience and career plans of the individuals currently serving. Alternative
candidates are identified and considered, as part of the Company's annual succession and contingency
planning processes.

Sonaecom does not have a formal policy in relation to the rotation of the executive roles of the Board of
Directors, in the sense that no rotation of any of the executive roles is mandatory. Sonaecom does not agree
with rotation for rotation’s sake, which to the best of our knowledge does not exist in any other international
Corporate Governance Code or in any of the Best Practice Guidelines issued by institutional investaors or
their advisors. We believe that there would be no benefit to Shareholders or to the Company from forcing the
rotation of a competent and successful CFO or the holder of any other Executive Commission role.
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Statutory Audit Board

The Statutory Audit Board, while performing its functions, statutory and legally assigned, including the ones set
out in Art. 420 of the Commercial Companies Code,has the following main duties, among others:

()  Tooversee the Company's management;

(i) Tooversee compliance with legal and regulatory requirements and the Campany’s Articles of
Association;

(i) To verify that the books of account, accounting records and supporting documentation are
correctly maintained and kept up to date;

(iv)  To verify the accuracy of the documents used in the presentation of the accounts;

(v)  Toverify if the accounting policies and accounting criteria used by the Company are suitable to
showing a true and fair view of the financial position and the results of its operations;

(vi)  Toprepare an annual report on the supervisory work performed and express an opinion on the
management report, accounts and other proposals submitted by the Board of Directors, in
which it should express its agreement or not, with the management report and the accounts
of the year;

(vii)  To evaluate if the corporate governance report disclosed, includes the information listed in
Art. 245 of the Portuguese Securities Code;

(viii) To convene the Shareholders’ General Meeting, should the Chairman of the General Meeting
fail to do this in circumstances when it is necessary;

(ix)  Toassess the risk management systems, internal control system and internal audit system
and to monitor the effectiveness of them, and receive the respective reports;

(x)  Tooversee the independence of the internal audit function, particularly with regard to
restrictions to its organizational independence and any lack of resources for internal
audit activity;

(xi)  Toreceive communications of alleged irregularities occurring in the Company and presented
by the Company’s shareholders, employees or others;

(xii)  To appoint and hire services from experts to help one or more members in the exercise of
their duties. The hiring and fees of these experts should take into consideration the complexity
of the matters involved and the financial position of the Company;

(xiii) To oversee the preparation and disclosure of financial information;

(xiv) To propose the appointment of the Statutory External Auditor to the Shareholders’ General
Meeting and their remuneration;

(xv) To oversee the Company’s financial statements, and to assess the Statutary External Auditor
on an annual basis and recommend to the Shareholders’ General Meeting their dismissal,
if there is due case to do so;

(xvi) Toassure that the Company provides the Statutory External Auditor the necessary conditions
for carrying out their duties, to intermediate between them and the Company, as well as, be a
receiver of their reports;

(xvii) To consider and oversee the independence of the Statutory External Auditor, namely in relation
to any additional services they may provide;

(xviii) Toissue a prior opinion on relevant business activities (higher than 10 million euros) with
qualified shareholders, or entities with whom they are in any relationship, according to
Art. 20 of the Portuguese Securities Code;

(xix) To carry out any other supervisory duties required by law.

The SAB obtains from the Board of Directors, namely through the Board of Audit and Finance Committee, all
the necessary information to carry out its duties, namely relating to the operational and financial progress
of the Company, changes to its business portfolio, the terms of any transactions that have occurred and the
details of the decisions taken.

The SAB is the global supervision body of the company for matters of internal control and risk management,
acts in an independent manner and has primacy over other bodies regarding the supervision of those matters.

The full Terms of Reference of the Statutory Audit Board are available on the Company's website
(www.sonae.com).
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Shareholders’ Remuneration Committee

The Committee is responsible for approving the remuneration and other compensation of members of
Sonaecom's Board of Directors and of its other Statutory Governing Bodies, on behalf of the Shareholders,
in accordance with the remuneration and other compensation policies approved by Shareholders at a
Shareholders’ General Meeting.

Company Secretary
The Company Secretary is responsible for:

() Keeping the formal minute books and attendance lists at Shareholders’ General Meetings;

(i) Forwarding the legal documentation to convene Shareholders’ General Meetings;

(i) Supervising the preparation of supporting documentation for the Shareholders’ General Meetings and
meetings of the Board of Directors and preparing the respective formal minutes;

(iv)  Responding to Shareholders’ requests for information within the scope of the law;

(v)  Legal registration of any act or resolutions of the Company's Statutory Gaverning Bodies.

Executive Committee

The Executive Committee may deliberate on matters that relate to general management and not on matters
that are exclusively within the powers of the Board of Directors. Powers and the responsibility to manage and
carry out Sonaecom’s day-to-day operations are delegated to the Executive Committee, except as follows:

() Toappoint the Chairman of the Board;

(i) Toco-opt asubstitute to replace a member of the Board;

(i)  To convene Shareholders’ General Meetings;

(iv)  Toapprove the Annual Repart and Accounts;

(v)  Tograntany pledge, guarantee or charge over Sonaecom’s assets, if those are in excess of an
accumulated value of 500,000 euros in any financial year;

(vi)  Todecide to change the registered office or to approve any share capital increases;

(vii)  To decide on mergers, demergers, modifications to the corporate format and any other projects relating
to association with other legal entities to form new companies;

(viii) To approve Sonaecom Group’s Business Plan and Annual Budget;

(ix)  To define the key features of personnel compensation policies, including stock incentive plans and
variable compensation plans applicable to Executives (Sonaecom Group Management Levels G3
and above), in areas that do not require decisions from the Shareholders’ Remuneration Committee
(‘Comissao de Vencimentos’) or deliberations at Shareholders’ General Meetings;

(x)  To define or change major accounting policies of any company included in the consolidation perimeter of
the Group;

(xi)  Toapprove Sonaecom's quarterly Accounts and half-year Report and Accounts;

(xif)  Tosell, acquire directly or by long-term lease or transact, in any other way, investments classified as
tangible fixed assets where the individual transaction value is in excess of 1,000,000 euros, unless
covered by the Group's Annual Budget or Business Plan duly approved by the Board;

(xiii)  To purchase or subscribe for new shares in the share capital of any subsidiary companies where the
accumulated amount exceeds 5,000,000 euros in any financial year, unless covered by the Group's
Annual Budget or Business Plan duly approved by the Board;

(xiv) Toinvestinany other companies or in other financial assets when the accumulated value is in excess
of 1,000,000 euros in any financial year, unless covered by the Group's Annual Budget or Business Plan
duly approved by the Board;

(xv)  To make any other financial investments which exceed the accumulated amount of 1,000,000 euros in
any financial year, unless covered by the Group’s Annual Budget or Business Plan duly approved by the
Board;

(xvi) To dispose of assets or make other divestments, if such transaction has a significant effect on Sonaecom'’s
operating results (defined as equal to or greater than 5%) or affects the jobs of more than 100 employees,
unless covered by the Group’s Annual Budget or Business Plan duly approved by the Board.
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To ensure that the Board of Directors is kept well informed by the Executive Committee, all significant
decisions taken by the Executive Committee are systematically extracted from the minutes of their meetings
and are reported, in writing, to the Board of Directors.

Board Audit and Finance Committee (BAFC)

The BAFC operates under Terms of Reference approved by the Board and is responsible for monitoring and
supervising Sonaecom’s financial reporting processes, reviewing accounting policies and for evaluating risk
associated with its activities on behalf of the Board, and additionally for overseeing Corporate Governance
within the Company. The BAFC also meets directly with the Group's Statutory External Auditors and the
Internal Audit Team. The duties of the BAFC are:

() Toreview the Company's annual and interim financial statements and reports to the market, and report its
findings to the Board, before these documents are approved or signed by the Board;

(ii) To advise the Board on its reports to Shareholders and financial markets to be included in the Company’s
annual and half-year Accounts and in the quarterly Earnings Announcements;

(i) To advise the Board on the adequacy and appropriateness of internal information provided by the
Executive Committee, including systems and standards on internal controls and risk management
activities applied by the Executive Committee, allowing to strengthen the Company’s levels of self-control
in addition to the independent, sovereign and dominant supervision role performed by the Statutory Audit
Board;

(iv) To advise the Board on the appaintment of, the assignments to and the remuneration of the Statutory
External Auditor; to advise the Board on the quality and independence of the Internal Audit function and to
be consulted by management in relation to the appointment and removal of the Chief Audit Executive;

(v) Toreview the scope of the Internal Audit Function and its relation to the scope of the Statutory External
Audit; to discuss with the Statutory External Auditor and the Internal Auditor their reports, and advise
the Board thereon; these reports are issued both to the Statutory Audit Board and BAFC. It should be
emphasized that these reports are previously analysed by the Statutory Audit board, being subsequently
discussed by the Board Audit and Finance Committee.

The full Terms of Reference of the BAFC are available on the Company’s website (www.sonae.com).

Sonaecom'’s BAFC reports in writing, on a regular basis, to the Board of Directors concerning the work
accomplished, results obtained and concerns identified, thus ensuring the effectiveness of the Committee’s work.

24



1 Our governance

Board Nomination and Remuneration Committee (BNRC)

The BNRC operates under Terms of Reference approved by Sonaecom’s Board and is responsible for
identifying candidates for appointment to the Board of Directors or Senior Management positions within the
Group, for supervising the preparation of proposals on remuneration and other compensation on behalf of
the Board of Directors, for the succession planning and for monitoring Sonaecom’s talent management and
contingency planning processes. The BNRC reports in writing to the Board, whenever necessary, and liaises
with Sonaecom’s Shareholders’ Remuneration Committee (‘Comissao de Vencimentos') to obtain their
approval, on behalf of shareholders, for the remuneration and other compensation of the Board of Directors
and other Statutory Governing Bodies. The BNRC may receive assistance from external entities, which are
required to ensure absolute confidentiality in relation to all the information obtained.

The full Terms of Reference of the BNRC:

- The Sonaecom Board Nomination and Remuneration Committee (BNRC) consists of up to three members:
the Chairman of the Sonaecom Board and up to two independent Non-Executive Directors (NEDs) appointed
by the Board. The Sonaecom Chairman will chair the BNRC, provided he or she is not remunerated as an
Executive by the Company. Otherwise, the senior independent NED appointed will chair the BNRC.

- Members shall be appointed to serve on the BNRC for a period of four years (following the Board mandates).

- The Sonaecom Chief Executive Officer (CEO) will attend the meetings of the BNRC, unless the BNRC on an
ad hoc basis, decides otherwise.

- The Secretary to the BNRC will be the Sonaecom Board & Corporate Governance Officer.

- The BNRC s responsible for the succession planning and nomination processes for Board members, for
reviewing all remuneration and other compensation policies and proposals for Board members and other
Sonaecom Senior Executives (covering Management Levels G2 and above), for supervising the Sonaecom
Medium Term Incentive Plan (“MTIP") and for monitoring Sonaecom’s talent management and contingency
planning processes.

- The BNRC will normally meet at least twice a year (in late February or Early March, preferably before the
annual meetings of the Sonaecom Shareholder Remuneration Committees - “Comissao de Vencimentos”
(See Note below) and in late October or early November). Other meetings may be called by the Chairman or
the Board, as necessary.

- The BNRC will report and, when necessary, propose to the full Sonaecom Board and will also liaise with the
Sonaecom Shareholder Remuneration Committees through the Sonaecom Chairman.

-+ The BNRC may take advice from external experts at the expense of the Company. Such experts will be held
to absolute secrecy on the topics upon which they opine.

+ The agenda of the February/March meeting will always include the review of proposals for the remuneration
and other compensation of Executive and Non-Executive Directors of Sonaecom and other Sonaecom
Senior Executives. The Sonaecom CEO and other members will withdraw individually from the meeting, when
their own remuneration is discussed.

+ Remuneration and other compensation proposals, which are submitted to the BNRC for review on behalf of
the Sonaecom Board, are prepared based on proposals made by the Sonaecom Chairman (for NEDs and for
the CEQ) and by the CEOQ (for other Executive Directors and for Senior Executives), are supported by market
and are derived from individual appraisals and KPI analyses.

- The remuneration and other compensation of the Sonaecom Chairman is decided directly by the
independent member of the Sonaecom Shareholders’ Remuneration Committee.

+ Minutes of BNRC meetings will be prepared and extracts of these will be circulated to all Board Members.

Note: Under Article 27 of the Company Statutes, Sonaecom has a Shareholders Remuneration Committee (*Comisséo de Vencimentos”) with
2 members, being: Paulo Azevedo (representing Sonae SGPS) and Francisco de La Fuente Sanchez (representing Sontel BV). All remuneration
and other compensation proposals involving the Officers of the Company (*Orgaos Sociais”), including the Board of Directors, must have the
agreement of and be formally approved by this Body on behalf of Sonaecom SGPS shareholders.

The full Terms of Reference of the BNRC are available on the Company'’s website (www.sonae.com).

During 2011, Sonaecom BNRC hired external advisory services in remuneration policy benchmarking and best
practices.
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Ethics Committee

The Ethics Committee is responsible for supervising and maintaining the Company's Code of Conduct and for
monitoring its application and ensuring compliance by all Officers and employees of Sonaecom companies.
The Committee is also responsible for reporting to the Company's Board of Directors on compliance with the
Code of Conduct, at least once a year, and additionally, whenever requested.

By delegation of the Statutory Audit Board, it is the responsibility of the Ethics Committee to receive, discuss,
investigate and assess any alleged irregularities that are reported, in accordance with Sonaecom’s ‘whistle-
blowing' policy. The Committee decides the appropriate measures that should be taken in each case reported.

The full Terms of Reference of the Ethics Committee are available on the Company’s website (www.sanae.com).

Board and Corporate Governance Officer (BCGO)

The BCGO reports to the Board of Sonaecom as a whole, through the Chairman, and also, when appropriate,

through the senior Independent Non-Executive Director.

In particular, the main duties of the BCGO are:

()  Ensuring the smooth running of the Board and Board Committees;

(i) Participating in Board Meetings and relevant Board Committee Meetings and, when appointed, serving as
amember;

(i) Facilitating the acquisition of information by all Board and Committee members;

(iv) Supporting the Board in defining its role, objectives and operating procedures; Taking a leading role in
organising Board evaluations and assessments;

(v) Keeping under close review all Legislative, Regulatory and Corporate Governance issues; Supporting and
challenging the Board to achieve the highest standards in Corporate Governance;

(vi) Ensuring that the Board is conscious of the concept of stakeholders and the need to protect minarity
interests, when important business decisions are being taken;

(vii) Helping to ensure that the procedure to nominate and appoint Directors is properly carried out and assist
in the induction of new Board Members;

(viii) Actingas a primary point of contact and source of advice and guidance for, particularly, Non-Executive
Directors as regards the Company and its activities; Facilitating and supporting the Independent Non-
Executive Directors in the assertion of their ‘independence’;

(ix) Helping to ensure campliance with the continuing obligations of the Portuguese Listing Rules;

(x) Participating in making arrangements for and managing the whole process of Shareholders’ General
Meetings;

(xi) Participatingin the arrangement of insurance cover for Directors and Officers;

(xii) Participating, on behalf of the Company, in external initiatives to debate and improve Carporate
Governance regulations and practices in Portugal.

The full job description of the BGCO is available on the Company'’s website (www.sonae.com).
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c) Governing bodies - terms of reference, nomination and substitution

The terms of reference of the corporate bodies and the established committees are available on the
Company’s website. There is neither an internal definition of incompatibilities nor a maximum number of offices
held by members of the Board of Directors in other companies.

Members of the Board of Directors and of the Statutory Audit Board are elected and removed by the
Shareholders’ General Meeting, without prejudice to legal rules applicable to the appointment of members of
the Board of Directors.

According to our Articles of Association, if Shareholders representing at least 10% of the share capital of the
Company have voted against the successful proposal for the appointment of the members of the Board of
Directors, then there will be an election of an additional Director, which will be voted on by the respective
minority Shareholders, at the same General Meeting, and the Director so elected shall automatically replace
the least voted Director from the successful list or, in case of even voting, shall automatically replace the last
person mentioned on that list. In these circumstances, should candidates be proposed by more than one group
of Shareholders, there will be a vote taken to choose between them.

If Shareholders representing at least 19% of the share capital of the Company have voted against the
successful proposal for the appointment of the members of the Board of Directors, then there will be an
election of a second Director, which will be voted on only by the Shareholders of the second minarity, at the
same General Meeting, and the Director so elected shall automatically replace the second least voted Director
from the successful list or, in case of even voting, shall automatically replace the second last person mentioned
on that list. In these circumstances, only Shareholders or a group of Shareholders holding shares representing
more than 19% and less than 30% of the share capital of the Company may propose candidates.

d) Information on the number of meetings held during 2011

Board meetings

Sonaecom's Board of Directors meets at least four times a year, as required by its Articles of Association, and
whenever the Chairman or two Board members call for a meeting. During 2010, there were five Board meetings
and the attendance rate was 85%.

Sonaecom's Non-Executive Directors (Non-Executive Directors) also hold separate meetings to discuss their
ability to assert their independence within the Board and to make suggestions to improve Board procedures

and Corporate Governance in general. During 2011, there were two Non-Executive Director meetings and the
attendance rate was 79%. The Non-Executive Directors have confirmed, at these meetings, that there have

been no restrictions on the scope of their activities during 2011.

Statutory Audit Board meetings

The Statutory Audit Board meets at least once every quarter. There were seven formal Statutory Audit Board
meetings during 2011 and the attendance rate was 100%.

Executive Committee meetings

Sonaecom's Executive Committee normally meets once every two weeks and whenever the CEO or a majority

of its members call for a meeting. There were 19 meetings of the Executive Committee in 2011 and the
attendance rate was 99%.
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BAFC meetings

The BAFC meets at least five times a year and whenever the Chairman, the Board of Directors, the Executive
Committee or, exceptionally, the Statutory External Auditor believe a meeting is necessary. Between meetings,
the BAFC follows projects and monitors activity by conference calls. During 2011, the Committee met five
times with an attendance rate of 100% and also held four conference calls.

BNRC meetings

The BNRC meets at least twice a year and whenever the Chairman or the Board of Directors deem necessary.
There were two formal BNRC meetings during 2011 and the attendance rate was 100%.

Shareholders’ Remuneration Committee meetings

This Committee meets at least once a year. There was one meeting during 2011 and the attendance

rate was 100%.

Ethics Committee meetings

The Ethics Committee normally meets once per semester and whenever its Chairman or two of its members
deem necessary. There was one meeting during 2011 and the attendance rate was 100%.

e) Executive and Non-Executive members of the Board of Directors

The list below identifies again the members of the Board of Directors, with a distinction between executive
and non-executive members and, among the latter, the identification of independent members, who fulfil the

independence criteria set out in Article 4142 n2 5 of Portuguese Company Law and are not subject to any of
the circumstances foreseen in Article 414-A, 1 of that Law:

Duarte Paulo Teixeira de Azevedo Chairman - Non-Executive
Antaénio Sampaio e Mello Independent Non-Executive
David Charles Denholm Hobley Non-Executive*

Gervais Gilles Pellisser Non-Executive
Jean-Frangois René Pontal Independent Non-Executive
Franck Dangeard Independent Non-Executive
Nuno Manuel Jordao Non-Executive

Angelo Gabriel Ribeirinho dos Santos Paupério Executive - CEO

Antenio Bernardo Aranha da Gama Lobo Xavier Executive

Maria Claudia Teixeira de Azevedo Executive

Miguel Nuno Santos Almeida Executive

* See 'Independence Criteria’.
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Independence Criteria

During 2011, three Independent Non-Executive Directors served on Sonaecom's Board of Directors: Anténio
Sampaio e Mello, Jean-Frangois René Pontal and Franck Dangeard.

To the best of the Board of Directors’ knowledge and belief, the independence of these three non-executive
members has not been affected, since their election, by any subsequent events. The assessment of the
independence was made by reference to the legal requirements and, especially, as a result of the enquires
addressed to them, that have confirmed that these Directors are not associated with any special interest
groups connected to Sonaecom nor are they affected by any circumstance which might threaten the
independence of their analysis or restrict their decision making capabilities.

Sonaecom considers David Hobley to be an Independent Non-Executive Board member, as he effectively acts
as such. His nomination was based on a proposal presented by Sonae SGPS (and not by France Télécom) and
his independence was assessed and accepted by Sonaecom’s Board Nomination and Remuneration Committee
prior to his election. However, David Hobley is not formally classified as Independent, due to the fact that he
also serves as an Independent Non-Executive Director within the France Télécom Group, which owns a 20%
stake in Sonaecom.

It should also be noted that all the members of the Statutory Audit Board fulfil the independence criteria set
out in Article 4142 n25 of Portuguese Company Law and are not subject to any of the circumstances foreseen
in Article 414-A, 1 of that Law.

f) Qualifications, experience and offices held by members of the management bodies

Board of Directors

A description of the qualifications, professional experience and responsibilities during the preceding five-year
period and the number of Sonaecom shares held by each member of Sonaecom'’s Board of Directors are

disclosed in the Appendix to this Report.

The manth and the year of first appointment of each member of the Board of Directors is as follows:

Duarte Paulo Teixeira de Azevedo September 1998
Anténio Sampaio e Mello July 2006

David Charles Denholm Hobley September 2005
Gervais Gilles Pellisser July 2006
Jean-Frangois René Pontal July 2003
Franck Dangeard July 2008

Nuno Manuel Jordao April 2008
Angelo Gabriel Ribeirinho dos Santos Paupério April 2007

Maria Claudia Teixeira de Azevedo April 2006
Miguel Nuno Santos Almeida April 2005
Antanio Bernardo Aranha da Gama Lobo Xavier April 2010

Offices held by the members of the Board of Directors

Information on other offices held by each of the members of Sonaecom’s Board of Directors - distinguishing
between offices within Sonaecom Group and others - are disclosed in the Appendix to this Report.
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Statutory Audit Board

A description of the qualifications, professional experience and responsibilities during the preceding five-year
period and the number of Sonaecom shares held by each member of Sonaecom’s Statutory Audit Board are
disclosed in the Appendix to this Report.

The month and year of first appointment of each member of the Statutory Audit Board is as follows:

Arlindo Dias Duarte Silva April 2007
Armando Luis Vieira de Magalhaes April 2007
Oscar José Algada da Quinta April 2007
Jorge Manuel Felizes Morgado April 2007

The period of the term of office of the members of the Statutory Audit Board is the same as for all Statutory
Governing Bodies under the current four-year mandate, which is from 2008 until 2011.

Offices held by the members of the Statutory Audit Board

Information on other offices held by each of the members of Sonaecom’s Statutory Audit Board -
distinguishing between offices in Sonaecom Group and others - can be found in the Appendix to this Report.
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1.5. Group Remuneration policy, Management and Audit bodies’ Remuneration
a) Sonaecom’s remuneration policy

i) Remuneration Policy Principles

Our remuneration policy aims to be:

-+ Competitive
Sonaecom aims to have a competitive remuneration policy in comparison with peer companies and be able
to attract good quality talent across the company. To achieve this, Sonaecom designs its remuneration
policy based on market benchmark values for peer companies ensuring competitiveness of its Policy.

- Linked to performance
Animportant part of Sonaecom Executive’'s remuneration policy is determined by the company’s success. A
significant part of executive's remuneration is linked to corporate and individual performance.

- Aligned with Shareholder’s interests
Part of the executive's remuneration is paid in shares that are retained for a three year period. Having into
consideration that the value of shares is defined by the performance of the company, the remuneration paid
is affected by the Executive's contribution to the results of that performance, hence aligning the Directors
with the shareholders interests and long-term performance.

- Transparent and adequately disclosed
All aspects of the remuneration structure are clear to employees and openly disclosed. This communication
process contributes at fostering fairness and independence.

- Reasonable and Fair
Executive's remuneration at Sonaecom aims to be reasonable, ensuring the balance between the Companies
interests and market positioning, the expectations and motivations of our employees and our talent
retention needs.

ii) Who are our peer companies?

Sonaecom compares its executive Remuneration Policy with generic market trends provided by the main
market studies on this area for Portugal and European markets. Sonaecom presently uses the Mercer and
HayGroup market studies.

The companies forming our peer group for all reward purposes are the companies that comprise the PSI-20
(Portuguese Stock Index) and European businesses.

iii) What are our remuneration components?
Sonaecom's remuneration policy for all employees may be composed of the following components:

- Fixed remuneration, which is paid as annual salary (salaries are paid 14 times per annum in Portugal), and a
number of benefits associated with the function;

- Variable remuneration, which is paid in the first quarter of the following year( through payment in cash, or Long
term retirement saving plans or transference of shares with discount) - short term bonus, and in March 10 of the
following year in the form of deferred compensation, under the Sonaecom Medium Term Incentive Plan (MTIP),
applied to more senior employees (Sonaecom Group Management Levels - ‘Grupos Funcionais’ or ‘GF' 1 to b);
These variable remuneration constitutes a discretionary component of the remuneration policy;

+ Results participation.
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Fixed remuneration

Annual remuneration and other elements of the compensation package are defined as a function of each
employee’s level of responsibility and are reviewed annually. Each employee is classified under a ‘Sonaecom
Management Level' grid, designed using Hay's international model for classification of corporate functions to
facilitate market comparisons as well as to help promote internal equity.

Variable remuneration
a) The short term bonus

The short term bonus is aimed at rewarding the achievement of certain pre-defined annual objectives which
are linked to both Business and Personal Key Performance Indicators (KPIs) and can be paid to employees in
cash, or through Long term retirement saving plans or transference of shares with discount.

The target variable remuneration amount is based on a percentage of the employee’s fixed remuneration,
which ranges between 12% and 65%, depending on the employee’s Management Level. Business KPIs

(which include economic, operational and financial indicators based on approved budgets, relative share price
performance, individual business unit performance as well as the performance of the Group as a whole) drive
between 35% and 70% of the Variable remuneration, depending on the employee’s Management Level, being
normally objective indicators.

The remaining percentage of the Variable remuneration is based on Personal KPIs, which are a mix of objective
and subjective indicators. Variable remuneration paid relate to the actual performance achieved or assessed
and can represent anything from 0% to 120% of the target variable remuneration for Business KPIs and 0% to
148% of the target Variable remuneration for Personal KPIs. Combining both components, the maximum range
that can apply to any individual is 0% to 120% of the target variable remuneration.

The Business KPIs and their weightings for 2011 were:

Indicator - Description Weight
Turnover 30.0%
EBITDA 30.0%
Free Cash Flow 30.0%
Relative Share Price Performance 10.0%

b) The Medium Term Incentive Plan ("MTIP")
(i) General terms

Sonaecom's MTIP is aimed at enhancing employees' loyalty, aligning their interests with those of Shareholders,
and increasing their awareness of the importance of their performance on the overall success of the
organisation, as reflected by changes in Sonaecom’s share price.

The MTIP applies to all Sonaecom Group companies, with the exception of WeDo Consulting which follows a
specific incentive plan. In relation to Publico Group companies, the attribution rules are more restricted and this
is not expected to change. Additionally, the inclusion of employees working in editorial areas (journalists) is not
recommended, as this could risk the independence required for these activities.

The general terms of the MTIP and any significant amendments must be approved by shareholders at a
Shareholders’ General Meeting, based on a proposal submitted by the Board of Directors, after the Board has
taken advice from the Board Nomination and Remuneration Committee (“BNRC"). The participation in the

MTIP of the members of Sonaecom’s Executive Committee (ExCom) and of persons discharging managerial
responsibilities requires approval by the Shareholders’ Remuneration Committee (“Comissao de Vencimentos”), in
line with the Group’s Remuneration Palicy, which is approved by shareholders at a Shareholders’ General Meeting.
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The participation of other Senior Executives is approved, annually, by the Sonaecom ExCom.
The MTIP was approved by shareholders at the Annual General Meeting held on 26 April 2011

The MTIP is an equity-based discretionary deferred compensation plan with a three year period between

the award date and the date on which the award vests. MTIP awards are made in March each year, in respect

of performance during the previous financial year. The size of an award made under the MTIP is linked to an
individual's value rewarded from the application of the short term variable remuneration criterion for the same
performance year'. Historically, the MTIP awards were made on 31 March of each year, but, for 2006 onwards,
the award date has been changed to 10 March or the last working day before that date. The vesting dates for
all open plans have also been adjusted to this new timing. In the case of Sonaecom Executive Board members,
the delivery of the MTIP on the vesting day depends on the overall success of the society during this period,
esteemed in accordance with objectives set by the Remuneration Committee for each period of three years.

As the MTIP is share based, Sonaecom’s Board of Directors decided that the plan should be presented to
Shareholders for approval at the Shareholders’ Annual General Meeting in 2011, in order to comply with best
practice in Corporate Governance. The MTIP was approved by shareholders at the Annual General Meeting held
on 26 April 2011

(ii) MTIP assessment

All Sonaecom employees with Management Levels GF1 to GF6, are eligible to participate in the MTIP, as long
they joined the Company before the 31 December of the year being evaluated or they are promoted to GF6, or
above, at the annual review process in the first quarter of that year.

The value awarded is determined by applying the following percentages to the total variable component target
for all employees with Management levels GF1 and GF2. For the remaining employees, with Management
levels GF3, GF4, GF5 and GF6, the value awarded is determined by applying the following percentages to the
fixed component, established individually having into account the level of qualification of the employee, the
structure of its remuneration package and the level of fulfillment of individual KPIs.

Sonaecom Management Levels (‘Grupos Funcionais’) ¥ Target value of MTIP Based on
GF6 Up to 45% Annual Fixed component
GF5 Up to 50% Annual Fixed component
GF4 Up to 60% Annual Fixed component
GF3 Up to 65% Annual Fixed component
GF2 50%  Annual Variable component
GF1 50%  Annual Variable component

®Sonaecom Group Management Levels (‘Grupos Funcionais’ or ‘GF') are attributed according to Hay's international model for the classification of
corporate functions.

For Sonaecom’s senior employees who are at Group Senior Executive Level (GF1), up to 40% of the awards
under the MTIP are linked to Sonae SGPS shares (the ‘Sonae SGPS Share Plans’), and, for Sonaecom’s senior
employees who are at the Senior Executive Level (GF2), up to 30% of the awards under the MTIP are linked

to Sonae SGPS shares. This link to Sonae SGPS shares was introduced to promote cooperation, maximise
synergies and promote the exchange of knowledge between the Company and Sonae SGPS, Sonaecom’s
controlling Shareholder. For Senior Executive or above (GF1, GF2) with Executive Management positions in
Sonaecom or any of its Companies, the MTIP awarded is equal to the value rewarded from the application of the
variable remuneration criterion for the same ‘performance year’.

On vesting, the transfer of the shares depends on the overall success of the society during this period,
esteemed in accordance with the objectives set by the Remuneration Committee for each period of three
years. If the criterion for continuing positive performance of our organisation, mentioned above, is met, the
shares, corresponding to the initial number of shares, adjusted for dividends and other changes in issued
share capital, are transferred to the beneficiaries on the third anniversary of the award date, at the share price
on that date, with the Company having the option to apply a discount over the share price. The Company,
subject to approval from the Board Nomination and Remuneration Committee, has the option to pay the cash
equivalent to the value of the shares at the vesting date.
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Results participation

In some cases, the Board of Directors of each subsidiary, after approval of the Board Nomination and
Remuneration Committee, can propose, to the Shareholders, the company's results distribution to employees.
After the assessment of the total amount to be distributed, the value to be received by each employee will
depend on the achievement of certain annual objectives, which are linked to both Business and Personal Key
Performance Indicators (KPIs) as described for the Variable remuneration.

Summary of shares under the MTIP - Sonaecom’s Share Plans
The awards outstanding under the Sonaecom Share Plans in 2011 can be summarised as follows:

Sonaecom Share Plans outstanding during 2011

Vesting Period At 31 December 2011
Aggregate

Share price Award Vesting of number Number of
at award date* Date Date participants options/shares

Sonaecom Shares
2007 Plan 2.447 10 Mar 2008 09 Mar 2011 - -
2008 Plan 117 10 Mar 2009 09 Mar 2012 381 3,469,227
2009 Plan 1685 10 Mar 2010 08 Mar 2013 390 2,485,188
2010 Plan 1399 10 Mar 2011 10 Mar 2014 384 2,938,055

*Average share price for the month prior to the award date.

The number of shares on the table corresponds to the MTIP value committed.

The number of shares awarded, and shares unvested or vested under Sonaecom'’s MTIP in the year ended at
31 December 2011, are shown in the following table:

Sonaecom'’s shares under the MTIP

Sonaecom
Shares
Aggregate
of number Number
participants ¥ of shares
Outstanding at 31 December 2010
Unvested 1176 7576178
Total 1176 7576178
Movements in the year
Awarded 393 2,927010
Vested (377) (1,764,157)
Cancelled / Lapsed / Adjusted / Transfers®?) (37) 153,439
QOutstanding at 31 December 2011
Unvested 1155 8,892,470
Total 1155 8,892,470

WThe number of participants is the cumulative number for all plans. The participant in the three plans count as three. The number of shares on
the table corresponds to the MTIP value committed;

@The adjustments are made for dividends paid, for the share capital changes and others adjustments, namely, resulting from a change in the
vesting of MTIP which may now be made through the purchase of shares with discount.

The number of shares on the table corresponds to the MTIP value committed.
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Summary of shares under the MTIP - Sonae SGPS Share Plans

Awards under the Sonae SGPS Share Plans outstanding during 2011 can be summarised as follows:

Vesting Period At 31 December 2011
Aggregate

Share price Award Vesting of number Number of
at award date* Date Date participants options/shares

Sonae SGPS Shares
2007 Plan 1160 10 Mar 2008 09 Mar2011 - -
2008 Plan 0526 10 Mar 2008 09 Mar 2012 4 405,776
2009 Plan 0.761 10 Mar 2010 08 Mar 2013 4 314,954
2010 Plan 0.811 10 Mar 2011 10 Mar 2014 8 379,903

* The lower of the average closing share price for the 30 trading prior to the Annual General Meeting and the closing share price on the day after the
Annual General Meeting,

The number of awarded, unvested or vested, and cancelled, lapsed or adjusted Sonae SGPS shares under the
MTIP in the year ended at 31 December 2011, are shown in the following table:

Sonae SGPS shares under the MTIP

Sonae SGPS
Shares
Aggregate
of number Number
participants¥ of shares
Outstanding at 31 December 2010
Unvested 12 877623
Movements in the year
Awarded 8 364,438
Vested (4) (186,234)
Cancelled / Lapsed / Adjusted® - 44,806
QOutstanding at 31 December 2011
Unvested 16 1,100,633

U The number of participants is the cumulative number for all plans. The participant in the three plans counts as three;
() Adjustments are made to allow for the effects of dividends paid and changes in share capital.

MTIP hedging agreements and accounting impact

Sonaecom has hedged its MTIP and related obligations, up to and including the 2010 Plan. The plans are
hedged through own shares acquired in 2007 to 2011 and held by Sonaecom. Sonae SGPS shares plans have
been hedged through a cash-settled share swap transaction, with an external party. Sonaecom has entered
into agreements with its subsidiaries to recharge the corresponding hedging costs to each ane of them.

For Sonaecom's share plans, the total responsibility is calculated taking into consideration the share price as
at award date. The total responsibility for the mentioned plans is 7119,989 euros and was recorded under the
heading of ‘Reserves’.

The Sonae SGPS shares plans correspond to the delivery of Sonae SGPS shares, but, as they are attributed by
Sonaecom and not by Sonae SGPS, the plans are treated as cash-settled plans. As a result of the cash-settled
share swap transactions implemented to hedge these plans, the liability is included under ‘Other Liabilities’
capped at a maximum share price of 0.587 euros, 0.766 euros and 0.678 euros for the MTIP 2008, 2009 and
2010, respectively. At 31 December 2011, the total amount provided for is 641,749 euros.

The cost of Sonaecom’s MTIP is recognised in the accounts over the respective deferral period for each annual

plan. As at 31 December 2011, 31.1 million euros had been recognised as a cost (4.2 million euras during 2011
and 26.9 million euros in previous years).
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sb) Directors remuneration

Sonaecom's Directors’ compensation policy is aimed at remunerating in a fair, effective and competitive
manner, taking into consideration the individual responsibilities and performance of each Director, both at a
subsidiary company level and at a Sonaecom Group level.

Sonaecom's Shareholders’ Remuneration Committee is responsible for the approval of the remuneration and
other compensation of the Board of Directors, including both Executive and Non-Executive Directors following the
remuneration and other compensation policies approved by Shareholders at a Shareholders’ General Meeting.

Executive Directors

Remuneration and compensation proposals for Sonaecom’s Executive Directors (excluding the CEQ) are based
on proposals made by the CEQ, which are prepared taking into account:

() Market comparables;

(ii) Other Sonaecom and Sonae comparables;

(iii) Individual appraisals of each Executive Director.

The Executive Directars’ remuneration and other compensation include: (a) a fixed companent, which includes
an Annual Salary (salaries are paid 14 times per annum in Portugal), an Annual Responsibility Allowance

and a package of benefits linked to level of responsibility; and (b) a variable component composed by (i)
“Variable remuneration”, which is paid during the first quarter of the following year, as previously described

for all employees, and (i) a discretionary variable component, attributable on 10 March of the following year,
as a deferred performance bonus under Sonaecom'’s Medium Term Incentive Plan, which vests on the third
anniversary of the attribution date, detailed below:

(a) Fixed Component:

Individual compensation packages will be defined as a function of the level of responsibility of each Executive
Director and will be reviewed annually. Each Executive Director is attributed a Sonaecom Management Level
(“Grupo Funcional” or “GF"). Sonaecom’s Executive Directors are normally either “Group Senior Executive”
(GF1) or “Senior Executive” (GF2). Sonaecom Management Levels are applied in a similar way across all Sonae
Group companies and are related to Hay's international model for the classification of corporate functions,
thereby facilitating market comparisons, as well as helping to promote internal equity. The compensation
packages to be awarded to Executive Directors will be benchmarked using market surveys of the compensation
of Portuguese and European top executives, with the aim of setting fixed remuneration close to the median
and total compensation close to the third quartile in comparable circumstances;

(b) Variable Component:

(i) Variable remuneration will be aimed at rewarding the achievement of certain pre-defined annual objectives,
which are linked to both “Key Performance Indicatars of Business Activity” (Business KPIs) and “Personal Key
Performance Indicators” (Personal KPI's). The target amounts attributed will be based on a percentage of the
fixed component of the compensation package, which will range between 33% and 60%, depending on the
Executive Director's Management Level. Business KPIs, which include economic and financial indicators, will

be based on approved budgets, share price performance, individual business unit performance as well as the
performance of our Group as a whole, will derive 70% of the Variable remuneration and are objective indicators.
The remaining 30% of the Variable remuneration will derive from Personal KPI's, which include both objective
and subjective indicators. Actual amounts paid will be based on the real performance achieved or assessed and
can represent anything from 0% to 148% of the target amount attributed;

(i) The Medium Term Incentive Plan will be aimed at enhancing the loyalty of Executive Directars, aligning their
interests with shareholders, and increasing their awareness of the importance of their performance on the
overall success of our organisation, including the future evolution of our share price and the Total Share Return
delivered to our shareholders, as well as rewarding their continuing contribution to the positive performance of
our organisation over the vesting period of the Plan.
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The terms under which Executive Directors will be awarded a Medium Term Performance plan are the following:

a) The target Medium Term Performance plan is attributed at the beginning of each year, normally
representing 100% of the target variable remuneration for the same year;

b) On 10 March of the following year, based on the % of achievement of the KPIs used for the Medium Term
Performance Bonus, aimed at measuring shareholder value created over the medium term, the target value
is increased or reduced accordingly and the resulting value is converted into equivalent shares by dividing by
the average stock exchange price (Euronext Lisbon) aver the last 30 trading sessions;

¢) These shares, or the equivalent value in cash, are delivered after a deferral period of 3 years. This delivery
depends on the overall success of the society during this period, esteemed in accordance with the
objectives set by the Remuneration Committee for each period of three years. However, should dividends
be distributed, the nominal value of the shares altered, or the share capital be changed, during the deferral
period, the initial number of shares under the Medium Term Incentive Plan will be altered to reflect the
effects of the above changes in order for the Plan to be aligned with the Total Share Return achieved. This
linkage is based on Sonaecom shares but a component, representing up to 40% of the overall value, is
linked to Sonae, SGPS shares. At the vesting date, if the criterion for continuing positive performance of
our organisation, mentioned above, is met, payment is made by delivering shares at the share price on that
date, with the Company having the option to apply a discount over the share price, although Sonaecom
retains an option to pay an equivalent value in cash.

CEO and Non-Executive Directors
Remuneration and other compensation for the CEO and remuneration for the Non-Executive Directors
(excluding the Chairman) are based on proposals made by the Sonaecom Chairman.

The remuneration of the Chairman is decided by the other independent member of the Shareholders’
Remuneration Committee.

For the CEO, the methodology used is the same as for the Executive Directors.

The remuneration of our Non-Executive Members of our Board (Non-Executive Directors) is based on market
comparables and be structured as follows:

(1) aFixed Remuneration (of which approximately 15% depends on attendance at Board, Board Audit and
Finance Committee and Board Nomination and Remuneration Committee meetings);
(2) an Annual Responsibility Allowance which amounted, in 2011, to 2,100 euros.

For each Non-Executive Director, fixed remuneration assumes an agreed commitment of time during 2011,
including the preparation and attendance of at least five Board Meetings each year. In addition, for External
Non-Executive Directors who are Chairman of Board Committees, fixed remuneration is further increased by
approximately 5%.

Meeting attendance fees are payable for each meeting actually attended by each Non-Executive Director as
follows: Board meetings: 940 euros, BAFC meetings: 650 euros and BNRC meetings: 390 euros. The Chairman
of the Board does not receive attendance fees for Board Committee meetings.

The BNRC may define additional remuneration for specific projects allocated to individual NEDs by the Board or
by the Board Committees.

On resignation of any member of the Board, it is Group policy to pay whatever compensation is legally required,
or to negotiate, in each situation, a value considered to be fair and appropriate by the parties involved. No
additional compensation conditions exist for members of the Board who are treated in the same way as all
employees. There are no individual contracts with Directors to define how compensations would be calculated.
Furthermore, Sonaecom has never attributed or estimated to attribute to the Directors any compensation in
case of dismissal or termination due to inadequate performance.
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Remuneration and compensation received by the Board of Directors

The remuneration of Sonaecom'’s Directors was as follows during 2011 and 2010. These values include fixed
remuneration and Annual Performance Bonuses (both computed on an accruals basis) and the Medium Term
Incentive Plan in respect to the performance years of 2011 and 2010, and that will be awarded in 2012, for 2011
values, and were awarded in 2011, for 2010 values.

2011 2010
Annual Medium Term Annual Medium Term
Fixed Performance Incentive Fixed Performance Incentive
Amounts in euros Remuneration Bonus Plan Total  Remuneration Bonus Plan Total
Individual breakdown
Executive Directors
Angelo Gabriel Ribeirinho dos Santos Paupério
(CEO) 409,500 308,800 308,800 1,027100 409,400 297700 297700 1,004,800
Maria Claudia Teixeira de Azevedo 209,860 83,800 83,800 377460 212,525 94,400 94,400 401,325
Miguel Nuno Santos Almeida 302,260 146,500 146,500 595,260 275375 137900 137900 551175
Anténio Bernardo Aranha Gama Lobo Xavier
(eight months in 2010)® 198,520 - - 198,520 133,547 - - 133,547
1,120,140 539,100 539100 2,198,340 1,030,847 530,000 530,000 2,090,847
Non-Executive Directors
Duarte Paulo Teixeira de Azevedo (Chairman) @ 60,800 - - 60,800 60,700 - - 60,700
Jean Frangois René Pontal 40,180 - - 40,180 40,180 - - 40180
David Charles Denholm Hobley 36,810 - - 36,810 37750 - - 37750
Anténio Maria Theotonio Pereira Sampaio Melo 37650 - - 37650 35960 - - 35,960
Nuno Manuel Moniz Trigoso Jordao ) 33,460 - - 33,460 34,300 - - 34,300
Frank Emmanuel Dangeard 35,280 - - 35,280 35,280 - - 35,280
Gervais Pellissier - - - - - - - -
244,180 - - 244,180 244,170 - - 244,170
Total 1,364,320 539,100 539100 2,442,520 1,275,017 530,000 530,000 2,335,017

M0n 23 April 2010, Antanio Bernardo Aranha Lobo Xavier was appointed to the Board of Directors.
@The value for Duarte Paulo Teixeira de Azevedo for 2011 disclosed in the table above includes remuneration paid by Sonaecom of
30,980 euros, as well as management services recharged by Sonae to Sonaecom of 28,820 euros, which represents the equivalent cost of his
services centralised at Sonae, SGPS, during the second half of 2011.

) The value for Nuno Manuel Moniz Trigoso Jord&o for 2011 disclosed in the table above includes remuneration paid by Sonaecom of

17780 euros, as well as management services recharged by Sonae to Sonaecom of 15,680 euros, which represents the equivalent cost of his
services centralised at Sonae, SGPS, during the second half of 2011.

Note: Annual Performance Bonus and MTIP for 2011 are stated at the real values awarded, which have been already approved by the

company’s shareholder's remuneration.

In presenting the figures above, the remuneration for each Board member has been disclosed based on the

period of their Board service.

The Annual Performance Bonuses of the Executive Directors in the table above represent the actual values
for performance during 2011. The final values have been determined after real performance has been fully
assessed and after the resulting bonuses have been approved by the Board Nomination and Remuneration

Committee, on behalf of the Board of Directors, and by the Shareholders’ Remuneration Committee, on

behalf of the Shareholders.

During 2011, Sonaecom had 20 persons discharging managerial responsibilities, “Dirigentes”. As at

31 December 2011, the amount paid (which comprises total fixed and total variable remuneration) was of

3,324,526 euros. The total MTIP award totaled 876,286 euros. (for a more detailed information please see
chapter 6, on the notes to the accounts, note 40).

Directors’ participation in the MTIP

Sonaecom Executive Directors have been awarded compensation under the Sonaecom MTIP. Sonaecom’s
Non-Executive Directors do not participate in the MTIP.
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Directors’ participation in the Sonaecom MTIP (see below)

Plan 2007 Plan 2008 Plan 2009 Plan 2010 Total
Award Date 10 Mar 2008 10 Mar 2009 10 Mar 2010 10 Mar 2011
Sonaecom Shares
Share price at award date® 2.447 7 1685 1399
Share price at vesting date 1475 - - -
Share price at 30 December 20117 1215 1215 1215 1215
Angelo Gabriel Ribeirinho dos Santos Paupério (CEQ)
Number of shares at 01 January 2011 67086 143,259 102516 - 312,861
Number of shares at 31 December 2011 - 147984 105,897 131,888 385,769
Miguel Nuno Santos Almeida
Number of shares at 01 January 2011 31,009 65,801 42,694 - 139,504
Number of shares at 31 December 2011 - 67971 44,102 61,093 173166
Maria Claudia Teixeira de Azevedo
Number of shares at 01 January 2011 21,369 47502 36,724 - 105,595
Number of shares at 31 December 2011 - 49,069 37935 48,792 135,796
Antanio Bernardo Aranha Gama Lobo Xavier
Number of shares at 01 January 2011 7624 58,156 42,997 - 108,777
Number of shares at 31 December 2011 - 60,074 44 415 - 104,489
Total
Number of shares at 01 January 2011 127088 314,718 224,931 - 666,737
Number of shares at 31 December 2011 - 325,098 232,350 241,773 799,220
Sonae SGPS Shares
Share price at award date® 1160 0.526 0.761 0.811
Share price at vesting date 0.827 - - -
Share price at 30 December 2011 0.459 0.459 0.459 0.459
Angelo Gabriel Ribeirinho dos Santos Paupério (CEO)
Number of shares at 01 January 2011 105,233 219,994 157657 - 482,884
Number of shares at 31 December 2011 - 229,329 164,348 153,062 546,739
Miguel Nuno Santos Almeida
Number of shares at 01 January 2011 31,269 64,959 65,658 - 161,886
Number of shares at 31 December 2011 - 67715 68445 70,801 207061
Maria Claudia Teixeira de Azevedo
Number of shares at 01 January 2011 21,549 46,894 36,307 - 104,750
Number of shares at 31 December 2011 - 48,884 37848 36,402 123134
Antonio Bernardo Aranha Gama Lobo Xavier
Number of shares at 01 January 2011 28183 57411 42,509 - 128,103
Number of shares at 31 December 2011 - 59,848 44313 - 104,161
Total
Number of shares at 01 January 2011 186,234 389,258 302131 - 877623
Number of shares at 31 December 2011 - 405,776 314,954 260,365 981,095
Values
CEO
Value at award date 286,230 275737 292,716 - 854,683
Value at vesting date 185,980 - - - 185,980
Values at 31 December 2011 - 285,063 204,101 230,499 719663
Miguel Nuno Santos Almeida
Value at award date 112,151 107668 121,805 - 341,724
Value at vesting date 71,598 - - - 71,598
Values at at 31 December 2011 - 113,666 85,000 106,771 305,438
Maria Clatdia Teixeira de Azevedo
Value at award date 77287 77726 89,510 - 244,522
Value at vesting date 49,340 - - - 49,340
Values at 31 December 2011 - 82,056 63,464 75,991 221510
Antonio Bernardo Aranha Gama Lobo Xavier
Value at award date 51,348 95158 104,799 - 251,306
Value at vesting date 34,553 - - - 34,553
Values at 31 December 2011 - 100,460 74,304 - 174,764
Total
Value at award date 527016 556,290 608930 - 1692236
Value at vesting date 341470 - - - 341,470
Values at 31 December 2011 - 581,245 426,869 413,261 1,421,375

(U Average share price in the month prior to the award date;

20n 12 May 2011, the share price hit a high of 1644 euros and a low of 1.096 euros per share on 23 September 2011;
10n 11 May 2011, the share price hit a high of 0.848 euros and a low of 0.425 euros per share on 29 November 2011 and 15 December 2011.
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Directors' compensation in other group companies

Sonae RP
Sonaecom Sonae SGPS - Retail Properties Total
Total Total Total
Ammounts (in euros) Role Remuneration Role Remuneration Role Remuneration
Name
Angelo Gabriel Ribeirinho
dos Santos Paupério CEO 1,003,300 Executive 30,100 - - 1,033,400
Duarte Paulo Teixeira de Azevedo @ Chairman 30,980 CEO 1,112,040 - - 1,143,020
Nuno M. M. Trigoso Jorddo ) Non Executive 17780 Executive 271,705  Non Executive 16,025 305,510

M The amounts disclosed in the table above are the amounts of remuneration actually paid or awarded by each Group company, with no adjustements
made for the management services recharged mentioned in the footnotes to the Sonaecom Board Remuneration table on page 126.

Sonaecom stock plan

Sonaecom stock plan determines that each executive Director is required to withhold 50% of the shares
delivered to each plan, maintaining permanently a number of shares equivalent to the value of 2 (two) annual
fixed salaries. The requirement for retention of the shares delivered in each plan, ceases from the time that
the executive director in question has already retained a number of shares equivalent to the defined objective,
either by Sonaecom Plans allocated either by the acquisition personnel shares. For this purpose, annual salary
is the monthly base salary paid 14 times a year.

Regarding Sonaecom stock plan, we fully uphold our share retention policy.

Compensation for Board members on termination of office

In the event of early termination of office of any member of the Board, it is the Group policy to pay whatever
compensation is legally required, or to negotiate, in each situation, a value considered to be fair and appropriate
by the parties involved. No additional compensation conditions exist for members of the Board, who are treated
in the same way as all employees.

For recent senior managers ("Dirigentes”) in case of termination of contract, it is agreed an indemnity payment
equal to the fixed remuneration due until the end of the mandate period up to maximum of 12 months, or the
return to previous function as a dependent employee.

c) Remuneration of the members of the Statutory Audit Board

The remuneration of the members of the Statutory Audit Board was as follows during 2011 and 2010:

Amounts in euros 2011 2010

Individual breakdown

Statutory Audit Board

Arlindo Dias Duarte Silva 10,100 8,910
Armando Luis Vieira Magalhaes 8,100 6,910
Oscar José Alcada Quinta 8,100 6.910

Jorge Manuel Felizes Morgado - -

Total 26,300 22,730

These amounts correspond to the fixed remuneration. The members of the Statutory Audit Board do not
receive Annual Performance Bonuses and do not participate in the Sonaecom MTIP.
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d) Remuneration Policy Process

The following table provides information on the main milestones on the subject of Sonaecom remuneration
policy process in 2011. It is established that the Shareholders Remuneration Committee meets between July
and December but only if there are any changes in the Board membership. As no changes occurred prior to

2011 Annual General meeting, last SRC meeting was held in May 2011.

Month

Remuneration cycle

March

March

April/May

May

July

October/November

December

BNRC meets: Close Performance year annual review and awards:

- Fixed remuneration 2012 (real)

- Annual short term performance bonus 2011 (real)

- Annual short term performance bonus 2012 (target)

- Deferred MTIP 2011 (real)

- Deferred MTIP 2012 (target)

- Review annual appraisal process

- Review remuneration

- 2011 Disclosure in MR&A
SRC meets:

- Post BNRC meeting, before quarterly payments are made
BNRC meets:

- Close detail of 2011 Executive Comission Individual KPIs (only if not possible to close them earlier)
SRC meets:

- Only if there is a new Board mandate or Board membership changes at AGM
BNRC reports:

- Progress on 2011 KPIs
BNRC reports:

- Progress on 2011 KPIs

- Review MTIP pipeline and shares retained

- Contingency and succession planning

- Talent management

- Review BNRC terms of reference and NY annual plan
BNRC reports:

- Forecast Full Year 2011 KPIs

- Adjustment needs for 2012 KPIs
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1.6. Risk Management

This section contains a description of the
functioning and effectiveness of Sonaecom'’s risk
management system and identifies the main risks
affecting the company.

Sonaecom is committed to developing and
implementing best practices in terms of risk
management and risk control. We consider

these areas as fundamental pillars of our

business strategy, which is supported by a

sound corporate governance system. The
company has implemented a system that

places the responsibility for internal control

and risk management on the functional areas

of each business, supported by the central Risk
Management team, together with the Internal
Audit team, the External Auditors and the Planning
and Control team. The BAFC, operating on behalf of
the Board, and the SAB, acting independently, are
responsible for the supervision and oversight of the
risk management system.

We have processes in place to identify risks and
controls, to monitor and to report; and to assess
the effectiveness and improve the internal control
and risk management system. These processes are
based on corporate best practice and international
standards for Enterprise Risk Management (ERM),
from which we derive the main risk management
and control approaches of the company.
Sonaecom organises its risks under a Business Risk
Model (BRM) that helps to identify our risks and
their underlying causes, while promoting a culture
of risk awareness throughout the company.

We have focused our efforts on implementing
actions to further improve control levels on
Economic risks, particularly on the intrinsic
business risks related to the technical-operational
activities in the telecommunications business

unit. This has been achieved by developing

specific risk management programmes, or by
implementing day-to-day control activities

and through the existence of dedicated teams.
Financial and Legal risks have been managed within
Sonaecom by assuring compliance with internal
and regulatory requirements. There are also
policies and procedures for Ethics and Disclosure,
including a Code of Conduct, to govern and manage
particularly sensitive areas such as conflicts

of interest, transactions with related parties,
remuneration practices and communication

of irregularities that apply to all our officers,
employees and business partners.
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a) Internal Control and Risk Management System

At Sonaecom, we acknowledge that certain

risks are involved in all management processes.
Accordingly, managers at the various levels of the
organisation have to be aware of the specific risks
in their areas and are held responsible for managing
those risks.

Internal Control and Risk Management
Organisation

The responsibilities and objectives of the

key players in the Internal Control and Risk

Management systems are:

+ Business areas
Each functional department in Sonaecom’s
business units is, as part of its responsibility
over the functional processes, responsible for
implementing internal controls and managing its
specific risks. Additionally, for the development
of certain risk management programmes, there
is a specific risk management organisation,
such as a Risk Committee or a Working Group,
comprising an executive sponsor, a committee of
business unit managers and a group of business
unit representatives.
Planning and Control functions
Are responsible for elaborating and monitoring
the execution of the annual Action and Resource
Plans and the budgets/forecasts, as well as
all the processes leading to its realization,
both in the financial and operational matters.
Business plans are also monitored on the
financial component. Promotes and supports
the integration of risk management in the
planning and control processes of the Sonaecom
companies.
Risk Management functions
These contribute with tools, methodology,
support and know-how to the business
areas. They also promote and monitor
the implementation of programmes and
actions aimed at bringing risk levels within
the acceptable boundaries established by
management. They also promote awareness,
measurement the management of business risks
that interfere with achieving our organisation’s
objectives and value creation.
Internal Audit area
It evaluates the risk exposure and verifies the
effectiveness of the risk management and
internal control of the business processes,
information and telecommunication systems.
It proposes measures to improve controls
and monitors the evolution of risk exposure
associated with the main audit findings.
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- Statutory External Auditor
Within the scope of the early auditing process,
verifies the efficiency and functioning of
internal control mechanisms and reports any
shortcomings. It is responsible for verifying
the company's accounts and all its financial
statements and for issuing a legal certification of
the accounts and audit report.

The company has two specialised risk areas: the
Risk Management central function and Internal
Audit team. Their mission is to contribute to the
effective management of Sonaecom’s business
risks. They assist Sonaecom in accomplishing

its objectives, adding value and improving its
operations by bringing a systematic and disciplined
approach to evaluating and helping to improve the
organisation's risk management, internal controls
and governance processes.

The Risk Management area has a central function
at corporate level that promotes awareness of
critical business risks, proposes risk management
policies for the company and co-ordinates
cross-organisational programmes or projects
forimplementing risk management processes.
There are also risk management functions in the
business areas, specifically when the existence

of representatives is relevant for some risk
management disciplines, for example in the case of
Business Continuity Management and Information
Security Management.

The Internal Audit team activity is defined

under the Internal Audit Charter, approved by

the supervisory bodies. It is an independent

and objective assurance and consulting activity,
governed by adherence to The Institute of Internal
Auditors guidance, including the Definition of
Internal Auditing, the Code of Ethics and the
International Standards for the Professional
Practice of Internal Auditing (IIA Standards). The
annual Internal Audit plan is developed and based
on: Sonaecom'’s annual Action and Resource Plan;
a prioritization of audit work, using a risk-based
methodology; and on input from the Executive
Committee, other senior management and the
BAFC and, separately, from the SAB.

In accordance with international best practices,
there are 18 certifications in audit standards and
in risk management programmes. These include
the Certified Internal Auditor (CIA), Certified

in Control Self Assessment (CCSA), Certified
Information System Auditor (CISA), Certified
Fraud Examiner (CFE), Management of Risk
Foundation and Practitioner (MoR), Associated
Business Continuity Professional (ABCP), Certified

by Business Continuity Institute (CBCI), Certified
Continuity Manager (CCM), Certified Information
System Security Professional (CISSP), ISO 27001
Lead Implementer, Certified in Risk and Information
Systems Control (CRISC), Cisco Certified Network
Associate (CCNA) and Project Management
Professional (PMP).

Report to Management and Auditing Bodies

The responsibilities for the creation, functioning
and periodic evaluation of the internal control
and risk management systems are generally
distributed as follow:

- The Board of Directors, through delegation
on the Executive Committee, guarantees the
creation and functioning of the internal control
and risk management system.

- The BAFC, under Terms of Reference approved
by the Board of Directors, advises the Board on
the adequacy and appropriateness of systems
and standards on internal business contrals
and risk management activities applied by the
Executive Committee.

- The SAB, under Terms of Reference and as the
independent supervisory body, oversees the
effectiveness of the overall risk management,
internal control and internal audit systems.

- The Board of Directors establishes the Internal
Audit function and its responsibilities are
reviewed by the BAFC.

- The BAFC liaises with the SAB to ensure that the
SAB approves the role agreed for Internal Audit.

+ The BAFC advises the Board of Directors on
the quality and independence of the Internal
Audit function and should be consulted by
management in relation to the appointment and
removal of the Chief Audit Executive.

+ The BAFC and SAB, according to the Internal
Audit Charter, approve the appointment or
removal of the Chief Audit Executive and can
request information in relation to the Chief Audit
Executive’s performance evaluation, annual
compensation and salary adjustment.

- The BAFC advises the Board of Directors on
the appointment of as well as the assignments
and the remuneration given to the Statutory
External Auditor.

- The SAB liaises with the BAFC on the matters
related to the Statutory External Auditor.

- The BAFC reviews the scope of the Internal
Audit function and its relation to the Statutory
External Auditor's scope of the work. The BAFC
discusses with the Statutory External Auditor
and the Internal Audit their reports and advises
the Board of Directors on them.

+ The Statutory External Auditor verifies the
effectiveness and the functioning of the internal
control mechanisms and reports deficiencies.
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- The Statutory External Auditor, in the scope
of the annual auditing process, verifies the
efficiency and functioning of internal control
mechanisms and reports any shortcomings.

- The Internal Audit activity is subjected to the
assessment of the BAFC and SAB that are
responsible for supervising the effectiveness
of the internal audit system and that may

propose the adoption of modifications that might

eventually become necessary. Additionally, the
Chief Audit Executive informs the BAFC and
SAB on the Internal Audit quality assurance
and improvement programme, including the
results of internal or external assessments,
which should be completed at least every five
years. Accordingly, during 2010, the Internal
Audit activity was subjected to an external
assessment.

+ The Risk Management central function presents
a periodic report on the Enterprise Wide Risk
Management cycle (method and results) for the
BAFC's evaluation, and shares it with SAB; and
may get inputs to adjust it.

Sonaecom considers it is important to clarify the
attributions of the SAB and the BAFC, within
matters of control and risk, as follows:
- The SAB s the statutory supervision body of the
company, has primacy regarding those matters,
and acts in an independent manner.

- The Internal Audit reporting to the SAB assures
the existence of a reporting line to a body that is
independent from the Board of Directors.

+ The assessment of the internal control and risk
management system is effectively executed,
being the SAB the global supervision body,
with primacy over the BAFC, given that the
agreement of the SAB must always be obtained.

+ The SAB has the “last word" on the role and
evaluation of the Internal Audit.

- The Internal Audit can request private meetings
to report to the SAB without any Board of

Directors or Management member being present.

- The existence of assessment attributions with in
the BAFC are necessary and bring benefits, both
for the shareholders and the company, in the
sense that the BAFC is a Committee with more
specialised and executive knowledge about the
business information, which is complex, allowing
to more closely control and challenge several
areas of the company to achieve an efficient
management of their risks.

+ Thus, the existence of a specialized Committee,
within the Board of Directors, with assessment
attributions on the matters of control and risk,
does not override the SAB's functions. The
separate supervision of these two bodies allows
us to strengthen the levels of self-control
(BAFC's rale), in addition to the independent,
sovereign and dominant supervision (SAB's role).
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The reporting lines of the Internal Audit and Risk
Management are as follows:
Internal Audit reports hierarchically to the
Sonaecom CEO.
Internal Audit reports functionally to Sonaecom
SAB and the Sonaecom BAFC in separate.
+ Risk Management central function has similar
reporting lines within Sonaecom.

The internal mechanisms for information and
communication about the system and for risk
alerts include:

Periodical reports by Internal Audit and Risk

Management functions:

- Internal Audit reports to the Executive
Committee following the conclusion of each
internal audit engagement.

- Internal Audit can issue an interim report at
any time to communicate information that
requires immediate attention.

- Internal Audit reports quarterly to the BAFC
and semi-annually to the SAB, presenting
a summary of all major internal audit
conclusions.

- Risk Management central function makes
similar periodical reports within Sonaecom,
regarding the status of risks and control
projects/actions.

Risk monitoring processes such as:

- The existence of processes and dashboards
in place across all business areas to monitor
operations and KPlIs.

- The existence of departments dedicated
to monitoring specific business risks and to
producing alerts. For instance: the Fraud
and Revenue Assurance teams in the
telecommunications unit.

- The implementation of indicators and alerts
for service interruption and security incidents
at operational level.

- The development of business risk indicatars
for key drivers at management level.
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Risk Management approach

The diagram bellow illustrates the main phases included in the Sonaecom risk management cycle, that can be
applicable to all business units in its portfolio. The risk management process is supported by a consistent and
systematic methodology, aligned with Sonae Group “Standard for Risk Management” which is based on the
international standard “Enterprise Risk Management - Integrated Framework’, issued by COSO (Committee of
Sponsaring Organisations of the Treadway Commission).

ERM - Enterprise Risk Management cycle

Phase 1: Identify business risks

+ Identify relevant business risks

« Prioritise business risks and define
risk matrix (impact and probability)

Phase 5: Monitor risks / ¢ \ Phase 2: Identify sources

+ Monitor progress of action plan's . Ic.ientifg drivers of critical business
execution r|sk§ , -
+ Monitor changes in risk indicators + Define key drivers of critical risks

. + |dentify triggers (underlying
Report progress TR couses)

MAKING - ) )
INFORMATION + Define key triggers (vital and

manageable)

Phase 4: Manage risks

« Identify and determine risk
management tolerance and
strategy

- Identify/establish controls and
actions to manage risk

- Integrate risk management action
plans into business planning

Phase 3: Measure triggers

- Determine trigger indicators

+ Select risk indicators

+ Measure current value of indicators
and set target value

ERM - Enterprise Risk Management cycle - Framework is based on the ‘Standard for Risk Management’,
from the Sonae Risk Management Consulting Group (2008)

Derived from this general framework, the management and control of Sonaecom main risks is achieved through
the following key approaches and methods:

EWRM - Enterprise Wide Risk Management

Approach: The Enterprise Wide Risk Management aligns the risk management cycle with the strategic planning cycle. This approach, allows
Sonaecom businesses to prioritise and identify critical risks that might compromise their performance and goals and to take actions to manage
those risks, within the pre-defined levels of acceptance. This is achieved through constant monitoring of risks and the implementation of
certain corrective measures.

Method: 1. Identify business risks >> 2. Identify sources >> 3. Measure triggers >> 4. Manage risks >> 5. Monitor risks

BCM - Business Continuity Management

Approach: The implementation of Business Continuity Management processes is intended to mitigate the risk of interruption of business
critical activities, which may arise as a consequence of disasters, technical-operating failures or human failures. The scope of this process also
includes the assessment and the management of physical security risks at the company critical sites.

Method: 1. Business understanding >> 2. Define resiliency strategies >> 3. Develop and implement Business Continuity and Crisis Management
plans >> 4. Test, maintain and audit the BCM plans and processes

ISM - Information Security Management

Approach: The implementation of processes for Information Security Management is intended to manage the risks associated with the
availability, integrity, confidentiality and privacy of information. It intends to develop and maintain the Information Security Policy, to
verify compliance of the procedures with the policy, to develop training and awareness programmes, and to establish and monitor KPIs for
Information Security.

Method: 1. Identify critical Information >> 2. Detail critical systems/resources supporting Information >> 3. Evaluate security risk level >> 4.
Define and implement indicators >> 5. Manage and monitor risks mitigation actions

RMCP - Risk Management Cycles or Processes

Approach: The development of specific risk management cycles/processes enables the mitigation of critical risks that can impact certain
processes, areas or entities, positioning these risks within the levels defined by management. It identifies and monitors other operational risks
that management considers relevant.

Method: 1. Identify specific risks >> 2. Identify sources >> 3. Manage risks >> 4. Monitor risks
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The setting of strategic objectives of the company

regardlng risk-taking considers:
The aligning of the risk management cycle
with the strategic planning cycle, specifically
during the definition of the annual Business Plan
(Action and Resource Plan) when the business
units identify the risks that could potentially
affect the achievement of their target objectives
and define actions to overcome them.

- The risk-taking objectives are derived and
aligned with the overall strategic objectives of
the Sonaecom companies.

There are several mechanisms to control the

execution and the effectiveness of the risk

management actions, including;
The controlling of Action and Resource Plans
execution: The activity of business units is
monitored and progress reports are made
(financial and operational). The analysis of
the business units actions is supported by
the Planning and Control functions, including
preparing notes on the major discrepancies
identified and anticipation of future issues.

- The execution of Risk Management cycles:
During the Evaluation and Source phases, the
risk-taking tolerance (low, medium, high or very-
high) and the selected strategy (avoid, retain,
reduce or transfer) are identified for key risk
drivers. During the Monitor phase, main risks are
cross checked with the actions defined in the
annual Action and Resource Plan, to verify their
evolution.

- The execution of Internal and External Audits:
The effectiveness of the internal controls
and risk management actions are evaluated
regarding business process and systems.

- The execution of Findings Monitoring: An internal
follow-up procedure aimed at monitoring the
relevant findings status and the adoption of
corrective actions by business areas is carried
out by on a semi-annual basis.
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b) Main risks and control actions

This section covers the identification of the main
risks related to our actual business activities,
including the description of some events that can
trigger those risks and the main control actions
implemented to manage them.

During 2011, in relation to Sonaecom's business
risks, a particular focus was placed on the execution
of arisk management cycle update for the
telecommunications business unit. The status of
the main risks was updated, through the revision of
the most relevant risk drivers, the assignment of risk
owners and the identification of existing controls

or new actions to manage those risks. This revision
also resulted in an updated risk matrix, including the
analysis of impact and probability for each potential
risk. Other risk management cycle updates are
expected to take place throughout 2012.

Within the economic, financial and legal categories,
the risks are presented and ordered in this section
according to the classification and structure of the
Sonaecom Business Risk Model (BRM). The BRM is
a systematic way of identifying the risks that affect
an organisation (common language) and allows the
defining and grouping the risks as well as its main
drivers (risk dictionary).

Economic risks

According to the Sonaecom BRM, economic

risks relate to these risk categories: Business
Environment, Strategic, Operations, Information
Processing and Technology, and Empowerment and
Integrity.

Economic Influences

Optimus is exposed to the current adverse
economic environment in Portugal and
consequently to eventual reductions in the level
of consumption (see Chapter 2 on the Portuguese
telecoms market). Although Portugal's highly
competitive telecommunications market proved
to be remarkably resilient to the global recession
during 2009 and to a lesser extent during 2010,
this resilience became less evident during 2011.

In this context, there is the risk that the average
revenue per customer will continue to be affected
by consumption reduction. Optimus has in place
several initiatives that may help to mitigate this
risk through tighter cost controls.
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Concerning the SSI companies, due to the

pace of WeDo Technologies’ expansion and
internationalisation, the impact of the adverse
economic environment on the business is more
diluted. The company has continued to manage
these adverse effects by expanding its product
portfolio and by targeting other business sectors
(see Business Portfolio risk, below). Furthermore,
since 2010 WeDo Technologies has been optimising
its national and international structure, helping
to sustain the pace of its growth. Regarding
Mainroad, although the economic recession has
affected all IT outsourcing businesses in general,
the managed services market has been immune
to this downward trend. So demand for this type
of service has kept pace at Mainroad. At Bizdirect,
the company has been affected by the end of
the “E-Escolas” programme in the first quarter of
2011 and by the market downturn. In the current
economic crisis, hardware investment is delayed
and reduced.

Like other companies in the publishing industry,
Publico has gone through a period of economic
and financial crisis, in the context of economic
recession that offers limited perspective of a
recovery in the advertising market. In this context,
the company outlined a plan for reducing general
costs and salary costs, with the agreement of its
employees, in order to ensure the sustainability of
the business.

Technological Innovation

For Optimus having an optimised technological
infrastructure is a critical success factor that
helps to reduce potential failures in leveraging on
technical evolutions. There has been a positive
evolution in the possible causes of this risk, related
to the pace of introducing 4G mobile networks
based on Long-Term Evolution (LTE) technology,
the 4G legacy compatibility issues, and the need
to support the growing use of multimedia services
by customers. During 2011 Optimus evaluated
the technical and market requirements related

to the 4G challenges and successfully executed
the LTE technology test pilots. The company

has also continued other actions to leverage on
technological innovation, allowing the business to
mitigate those possible risk causes.

WeDo Technologies is certified in Management
of Research, Development and Innavation (NP
4457:2007). This certification, along with the
Quality Management System certification (ISO
9001:2008), helps the company to continue

innovating in a sustainable way and helps to
mitigate potential risk drivers. This means
innovation risk is not significant for this Sonaecom
subsidiary. WeDo Technologies was one of the
first software vendors to invest in the Revenue
Assurance market and was the first to do so for
Business Assurance.

Mainroad faces the technological innovation
challenges of cloud computing. This technological
trend is characterised by a growing and heavy
adoption of server virtualisation and service-
oriented architectures by customers. On the
service provider's side, an effort has to be made
to keep up the pace, to adapt infrastructures

and to shift the operations model to a service-
oriented model. One of the most relevant risk
generally associated with cloud computing is

the shift from traditional data centres (that are
customised to fit customers’ proprietary solutions)
to cloud computing service data centres (which
are more standardised). In this context, Mainroad
has continued its approach to handling cloud
computing issues, as follows:

Develop its three main business areas to

work as complementary tools for leveraging
cloud computing opportunities: the Data

Centre services (with two data centers); the
Infrastructure and Application Management
services (which includes IT managed/outsourcing
services); and the Solutions services (which
includes customer centric projects and IT
security/continuity services).

Deliver cloud computing services through
partnerships. The company highlights its recent
partnership with Fujitsu for the delivery of its full
portfolio of cloud computing services in the form
of Infra-structure As A Service (1aaS). Fujitsu’s
services, tools and innovative processes in this
area will enable Mainroad to reach all types

of businesses, not just large ones, and enable

it to have a multi-company offer solution

in its portfolio.
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Cloud computingis also presented as a risk factor
to Bizdirect's business, since it may cannibalise
the market of infrastructure sales and can reduce
demand for systems among customers. Although
part of Bizdirect's revenues come specifically from
sales of equipment and software, cloud computing
is seen as a positive challenge when it comes to
addressing customers’ needs , accompanying them
through the different stages of cloud evolution
that companies now face. The risk is also managed
through the existing strategic relationships with
partners, which enable us to offer a complete
portfolio of products without limiting supply. We
highlight, as an example, the partnership with
Microsoft that allows Bizdirect to commercialise
online solutions of the Office 365 products.

Publico begun preparations for a deep restructuring
of its daily and weekend newspaper editions,
which should continue during 2012 with the aim of
ensuring greater alignment with the new reading
habits of the Portuguese and new ways

of accessing information via smartphones and
tablets. The newspaper also embraced innovation
on paper, since is now printed on commercial
rotary press. This new printing system benefits
readers, giving them an improved reading
experience, and the advertisers have also seen
the quality of their ads improve.

Competition

Optimus has been an active agent of
transformation within the Portuguese
telecommunications market. Today is the
integrated player best positioned to act as a true
alternative to the incumbent operator. In this
context, Optimus is exposed to competition risks
from other players in its business environment.

Regarding the SSI companies, WeDo Technologies
is the business that could be more exposed to
international competition. However, this risk is

not significant given that WeDo Technologies is a
worldwide leader in the telecom revenue assurance
market (source: “Revenue Assurance and Cost
Management Global CSP Sector Assessment” -
Stratecast - May 2010).
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Business Portfolio

In WeDo Technologies, one of the main objectives
has been the expansion and internationalisation
of the business. This could have been adversely
affected if the company had continued with a
single line of products, focused on one business
sector. This risk is being mitigated because the
company has continued to consolidate its global
presence outside Portugal for several years and has
targeted new business sectors since 20089. It has
also increased its product portfolio, by expanding
from Revenue Assurance and Fraud Management
to Business Assurance.

In 2011 Bizdirect continued its strategy of growth
and portfolio diversification along three axes:
internationalisation, customer relationships and
differentiation.

Saphety restructured its portfolio of services
during 2011. The aim was to mitigate the risk that
information about its offer was not completely
clear to customers and prospects while also
consolidating its service offering, allowing it to
respond to the need to cover value chain, identified
in the market. The portfolio is now divided into
three types of solutions that can work in an
integrated manner and under Software as a Service
mode: SaphetyGov, SaphetyBuy and SaphetyDoc.

To reduce the risk of dependence on the national
market, Saphety also continued to internationalise.

Similarly, Mainroad also continued to expand its
portfolio of international customers during 2011,
through the growth of services and projects,
focusing on markets in Angola and Brazil, in
addition to its existing customer base in Spain.
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Business Interruption & Catastrophic Loss
(Business Continuity Management)

Given that Sonaecom businesses (Telecom, SSI
and Media) rely mainly on the use of technology,
potential failures in technical-operational resources
(network infrastructures, information system
applications, servers etc.), could cause a significant
business interruption risk if not properly managed.
This could bring other risks to the company, such
as adverse impacts on reputation, on brand, on
revenue integrity, on customer satisfaction and on
quality of service that can ultimately lead to loss
of customers (churn). In the telecommunications
sector, the business interruption and associated
risks could be aggravated because services (voice,
data/Internet and TV) are delivered in real time
and customers typically have a low tolerance
towards interruption. Likewise, in the IT sector, the
SSI companies face additional risks related to the
resilience of the data centres infrastructures and
their management and operational procedures, the
availability of the software platforms that support
key customer processes, etc.

In order to identify this specific set of risks and to
implement prevention and mitigation actions that
guarantee the continuity of critical operations and
services, Sonaecom has put in place over several
years the BCM - Business Continuity Management
programme. This programme is sponsored by a
member of the Sonaecom Executive Committee
(Optimus CEQ), is co-ordinated by the Risk
Management central function and has a permanent
working group with management and operational
representatives from relevant business units.

During 2011, Sonaecom continued to enhance its
BCM process implementation and maintenance
activities, through a number of actions that
included:

- Revision of the BCM Focus, to reflect the
evolution of Optimus's service portfolio and
updated critical activities.

+ Periodical updates of the Crisis Management
Plan, which addresses technical-operational
failure scenarios in the telecommunications unit,
including additional procedures for managing
crisis communication with customers.

- Starting to implement a support system for BCM
information, procedures and plans, with the aim
of ensuring a more efficient maintenance and a
sustainable BCM lifecycle for the organization.

- Implementation of supplementary resilience
strategies for some critical platforms of the
telecommunications’ network, including, for
example, the ones that support IP multimedia
services.

- Update of the existing IT/IS disaster recovery

solution, envisaging high-availability of
applications and geographic replication of data
for a set of critical business systems.
Improvements in the robustness of the technical
systems and infrastructures for access to the
contact centres that support Optimus Customer
Care activities.

- Co-ordination with external official entities

for catastrophic scenarios, security of critical
infrastructures and crisis communication,
including collaboration on the update and
simulation of Civil Protection Plans.

- Participation in workshops and contributing

comments on the regulations related to
Communications Security, promoted by the
Portuguese regulator (ICP - ANACOM) and
European regulatar (ENISA), involving all major
communications operators in Portugal.

+ Revision of specific conditions of the Sonaecom

property insurance policy, by indexing the
insurance deductibles and capitals to the risk
locations, thus allowing for better coverage of
catastrophic risks, physical damages and robbery
in small size facilities like Optimus stores.

- Achievement of the best "Managed Services

Data Centre in Europe” award by Mainroad.

This was the third time that Mainroad was
granted in the “Data Centers in Europe Awards”,
following its second best places obtained as
“Data Centers Risk Mitigator” in 2009 and as
“Disaster Recovery Provider” in 2008. This
proves the company'’s ability to maintain a
resilient operation in its data centers that serve
Sonaecom companies and external customers.
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Availability, Integrity and Confidentiality
(Information Security)

Information Security Management (Telecom, SSI
and Media)

Bearing in mind that Sonaecom is primarily a
Technology, Media and Telecommunications
(TMT) group, all its subsidiary companies make
intensive use of technology and information, which
are typically subjected to availability, integrity,
confidentiality and privacy risks. Given this,

during 2010 Sonaecom decided to reinforce its
commitment to the management of these risks
by creating the Information Security Governance,
Risk and Compliance (GRC) Committee. This
group works as an additional risk management and
supervision mechanism, in addition to the existing
controls in each Sonaecom business unit.

The Information Security GRC Committee is

a working group mandated by the Executive
Committee, sponsored by the CI0, co-ordinated

by the Risk Management central function, and

has representatives from the business areas that
are most closely associated with information
assets management and security matters. The
Committee has the highest decision level for
Information Security matters, makes decisions

on policies at Sonaecom level and suggests
recommendations. The Committee’s principal
responsibilities include: the maintenance and
development of the Information Security policy
and related Charter, Standards and Procedures; the
supervision of the policy through risk assessments,
compliance evaluations and KPIs; and the
promotion of security awareness through training
and communication.
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The Information Security GRC Committee
develops, proposes and co-ordinates an annual risk
management action plan.

Awareness is a key success factor to foster a strong
Information Security culture among employees,
partners and key stakeholders. Besides being a
technological issue, security should be seen as a
cultural and behavioural issue. With this in mind,
Sonaecom has put in place several awareness and
accountability initiatives over recent years. These
were still applicable during 2011 and include the
following.

- An annual communication plan for security,
based on awareness campaigns for the themes
that are considered to be the most relevant in
each year. These campaigns are also built on
interactive and multimedia tools.

Having the Information Security policy published
on the company intranet, accessible to all
employees from the homepage. Additionally,
the intranet also hosts a space dedicated to
confidentiality issues including: explanation

of the definition and scope of customer and
employee personal data in telecommunications;
behaviours guidelines; relevant legislation; and
related frequent questions and answers (FAQ).

- The welcome programme for recent employees
includes topics on the themes of information
security and personal data.

- Clauses for protection of personal datain
the terms of contracts with employees and
business partners. All employees are bound
by the duties of confidentiality, secrecy and
protection of personal data and cannot transmit
to any third parties the data they have access
during the course of their work and as a result
of their functions in the company. These
obligations and duties remain in force even after
the termination of the working relationship
between the company and an employee. Our
business partners have the same confidentiality
obligations and, in turn, these obligations are also
applicable to their employees.
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Customer Information and Security (Telecom)
Given that Optimus is a customer-driven company,
we have reinforced our efforts to address
security issues from thecustomer's perspective.
The evolution of telecommunication services
functionalities and their ability to support the
flow of customer information have increased
security risks, in terms oftechnical as well as
customer behaviour. During 2011, we developed
several control actions covering the security of
telecommunications services, as follows:

+ Identification, analysis and prevention of maobile
malware and malicious application threats, to
protect Optimus and customers from attacks.
Optimus has selected a Global Security Solution
for integration into handsets/smartphones to
protect customers from virus, spyware, Trojans,
worms, malicious browsing, theft, etc.

- Updating the Customer Educational Programme
on the Sonaecom and Optimus websites to
create awareness of common risks and to advise
customers on the best anti-fraud and security
practices to follow when using telecoms services.

- Further development of the e-privacy project
to mitigate and protect access to sensitive
customer information by the business
operational support systems.

- Cooperation with the national banking industry
through APB (Associagdo Portuguesa de Bancos)
on the development and implementation of
security actions against home banking frauds.

+ Executing risk assessments of fraud and service
security for Optimus new products, services and
technologies in order to assure both company
and customer protection.

- Participation at the GSM MoU Association
Security Group, to study best practices and
to propose cost-effective technical security
measures to avoid telecommunications fraud
and to prevent security breaches at the service
support platform and network level.

Product-Service Failure (Professional Liability)

Given that Sonaecom companies are customer-
oriented, we pay particular attention to the impact
that any potential failure of our products or
services could have to our customers, especially
liability issues. These issues are business-
-intrinsic and are generally related to accidents,
unintentional acts, errors or omissions performed
by employees or subcontractors. Risk events can
be physical (for example damage to equipment or
facilities) or nan-physical (for example errorsin a
software installation). Both are relevant to business
like Sonaecom subsidiaries, which primarily provide
services based on technology and information.
Given that liability is derived from contractual
relationship with the customers, professional
liability issues can arise in the event of a service
failure.

Besides implementing internal controls, the

risk management strategy Sonaecom selected
for this type of risk was to transfer the risk by
using insurance. In this context, during 2011, we
continued to maintain and improve actions taken
in previous years regarding Professional Liability,
as follows:

+ Implementation of enhancements in some
internal controls to further mitigate risk causes.

- Renewal of professional liability global insurance
that incorporates an enlarged scope of coverage
and is tailored to the business realties facing
Sonaecom companies.

+ Subscription of professional liability insurance
WeDo Technologies' foreign companies,
improving coverage with specific insurance
policies in certain worldwide locations where our
general insurance policy does not apply due to
legal restrictions.
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Revenue and Cost Assurance (Telecom Business
Assurance)

Telecommunications businesses are subject to

inherent operational risks associated with the

assurance and manitoring of customer revenues

and costs. Throughout 2011 we continued to

improve our risk cantrols, in line with the following

key objectives:

- Detect any register loss between customer
handset usage and invoicing;

- Mitigate losses in the quality of service or
deterioration caused by integrity breaches;

- Prevent revenue loss arising from the
implementation of new products and services.

This monitoring is supported by the RAID
system, a leading application developed by WeDo
Technologies. This platform already includes our
fixed-mobile convergent offers. During 2012 the
monitoring scope will be extended to include LTE
services offers.

The business assurance process has continued to
broaden its control to cost assurance activities.
Besides controlling the efficient allocation of
technical resources in the network, introduced

in previous years, during 2011 we introduced the
controlover fixed equipment related to IPTV.

During 2011, we also introduced a process designed
to promote and monitor the discontinuation of
obsolete products and services . This process
involves conducting internal forums with the
Optimus business units, twice a year.
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Fraud (Telecom Fraud Management)

Customer or third-party fraud is a common risk in
the telecommunications sector. Fraudsters can
take advantage of potential process, service or
network vulnerabilities. With this in mind, Optimus
has had a dedicated Fraud Management team in
place for some time. During 2011, the company
maintained and further developed new control
actions such as:

- Continuous focus on the mitigation and
control of IRSF (International Revenue Share
Fraud), one of the main fraud types affecting
telecommunications operators worldwide.
Several prevention and control measures
have been taken such as: blocking specific
risk destinations; changing service
functionalities to better protect customers;
reviewing retail tariff plans.

+ Working with TMN and Vodafone to create a
common and standard methodology to classify
and measure Telecom Fraud at national level in
order to improve co-operation and mitigation
procedures.

Improvement of fraud monitoring and detection
through the expansion of the Near Real Time
Roaming Data Exchange (NRTRDE) system to
other network operators and the implementation
of new controls for Prepaid, Postpaid, Roamers IN
and Roamers OUT customers.

- Participation at the GSM MoU Assaciation Fraud
Forum, in order to share experiences, study the
most common fraud types committed against
telecom companies and foster worldwide co-
ordination of mitigation and detection actions
against telecom crimes. Optimus has promoted
and contributed to the creation of the GSMA
Hot B Number Database, a risk list of the most
common international destinations used for
Telecom Fraud.

Hosting the GSMA MoU Association Fraud Forum
event in Lisbon in May 2011. The meeting was
organised by WeDo Technologies and invalved
more than 100 worldwide telecom operators,
joining together to discuss fraud trends and
mitigation procedures.

Finalising development and deployment

at Optimus of a new Fraud Management
System(FMS), the RAID FMS provided by

We Do Technologies.
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Financial risks

According to the Sonaecom Business Risk Model
(BRM), financial risks mainly relate to the Financial
risk category and partially relate to the Business
Environment risk category.

In this section Sonaecom acknowledges that,

like other listed companies carrying out similar
activities, we are potentially exposed to risks
relating to financial reporting and accounting
processes, We are also potentially exposed to a
variety of other financial risks such as market risk
(particularly, exchange rate and interest rate risks),
liquidity risk and credit risk. Sonaecom’s attitude
towards financial risk management is conservative
and prudent, and we followed those principles
throughout 2011

The roles and responsibilities regarding financial
risks are generally allocated as follow:

- The Finance and Accounting department
manages and controls the risks; and liaises as
necessary with all other business and support
areas that contribute to controling financial risks.

- The SAB oversees and approves the disclosure
of financial information under its responsibility;
oversees the work performed by the Statutory
External Auditor on the company financial
statements; and issues an annual report on its
supervisory work, as well as an opinion on the
report of the Board of Directors, the consolidated
and the separate financial statements.

- The BAFC reviews the financial statements
to be disclosed and reports its findings to the
Board of Directors; monitors significant financial
exposures; monitors major judgmental areas
in financial and accounting areas; oversees
compliance with accounting standards; and
oversees compliance with statutory and legal
requirements and regulations in particular in the
financial domain.

- The Internal Audit evaluates the risk
exposure; verifies the effectiveness of the risk
management and internal controls; and proposes
measures to improve controls.

+ The Statutory External Auditor verifies if the
main elements of the internal control and risk
management system, regarding accounting
and financial statements, are presented in
the annual Corporate Governance Report and
issues the legal certification of accounts and an
audit report, in which attests if the Corporate
Governance Report includes all the elements as
required by Article 245 - A, of the Portuguese
Securities Code.

Accounting & Financial Reporting (Financial Risks
Control System)

Sonaecom's Board of Directors is committed to
having an effective internal control environment,
particularly in the financial reporting process.

It seeks to identify and improve the most
relevant processes in terms of the preparation
and disclosure of financial information, with the
objective of transparency, consistency, simplicity
and materiality. The objective of the internal
control system is to ensure reasonable assurance
regarding the preparation of financial statements,
in accordance with adopted accounting principles,
and the quality of financial reporting.

The internal control system for accounting and
preparation of financial statements include the
following key controls:

+ The process of disclosure of financial information
is formalized, the risks and associated controls
are identified, being duly established and
approved the criteria for its preparation and
disclosure, which are periodically reviewed.

- There are three main types of controls: high
level controls (entity level controls), controls
of information systems (IT level contrals)
and controls in terms of processes (process
level controls). It includes a set of procedures
relating to execution, supervision, monitoring,
and process improvement, with the objective of
preparing the company financial reporting.

+ The use of the accounting principles, which are
explained throughout the notes to the financial
statements (see chapter 6.2, note 1), act as one
of the control system’s fundamental pillars.

- The plans, procedures and registers in the Group
allow a reasonable assurance that transactions
are executed only with the general or specific
authorisation of management and that those
transactions are recorded to allow that financial
statements comply with generally accepted
accounting principles. This also assures that the
company keeps updated assets register, that
the access to assets depends on a management
authorisation and that the assets register is
verified against existing assets and appropriate
measures are taken, whenever differences occur.
During the process of preparing and reviewing
financial information, a timeline is first
established and shared with the different areas
involved and all documents are reviewed in detail.
This involves a review of the principles used, the
verification of the accuracy of the information
produced and the consistency with the principles
and policies defined and used in previous periods.

+ The Group financial statements are prepared
and analysed by the Finance and Accounting
department, under the supervision of the Group
Executive Committee. The Management Report
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and the Corporate Governance Report are
prepared by the Investor Relations Department,
with input and further review by several business
and support areas, with support and supervision
by the Director of Corporate Governance and
the Law and Regulation department. The

set of documents that make up the annual
report are sent for review and approval by the
Sonaecom Board of Directors. After approval, the
documents are sent to the Statutory External
Auditor, which issues its legal certification of
accounts and the External Auditor Report. These
documents are sent, together with the Annual
Report, to the Statutory Audit Board for review,
which approves the documents and issue the
Report and Statutory Audit Board's opinion.

Of the various risk drivers that can materially
impact accounting and financial reporting we

hi

ghlight the following;

Accounting estimates and provisions

The most significant accounting estimates
are described in the notes to the financial
statements (see chapter 6.2, Note 1.aa). The
estimates were based on the best information
available during the preparation of financial
statements and based on the best knowledge
and experience of past and/or present events.

- Balances and transactions with related parties

The most significant balances and transactions
with related parties are disclosed in the notes
the financial statements (see chapter 6.2, note
35). Attached to the report, we present a list

of all related parties of the Sonaecom Group.
These are mainly associated with the operational
activities of the Group, as well as the granting
and obtaining loans, being made at market
prices.

More specific information on how these and
other risks drivers were mitigated can be seen

(s

throughout the notes to the financial statements

ee chapter 6.2, note L.ab).

54

Sonaecom undertakes several actions regarding
the continual improvement of the Financial Risks
Control System including;

+ Control documentation enhancement
Following actions taken in 2010, during
2011 Sonaecom continued to enhance the
documentation and systematization of the
risks and the internal control system related
to preparation of financial information. This
action includes the identification of risk/drivers
(initial risk), the identification of process with
higher materiality, the controls documentation
and the final analysis (residual risk) after the
implementation of potential improvements in
the controls.

+ Compliance analysis
The Investor Relations department, in
cooperation with the Finance and Accounting
department, the Law and Regulation
department, the Internal Audit and Risk
Management department and other
departments as necessary, coordinates a
periodic analysis of the compliance with the
legal requirements and regulations regarding
the underlying governing processes and
corresponding financial information reported
in the Management Report and the Corporate
Governance Report.
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Currency

The Group operates internationally and has
subsidiaries operating in Brazil, United Kingdom,
Poland, Ireland, Spain, United States of America,
Mexico, Chile, Panama, Australia, Egypt, Singapore
and Malaysia (branch). Subsidiaries have local
employees and operate in local currency. The
Group's exposure to exchange rate risk comes
mostly from the fact that some of its subsidiaries
report in currencies other than the euro, which is
immaterial to the risk associated with operating
activities.

Foreign exchange risk management seeks

to minimise the volatility of investments and
transactions made in foreign currency and,
whenever possible, the company uses natural
hedges to manage exposure or derivative financial
hedging instruments.

In the notes to the financial statements (see
chapter 6.2, note 1.ab), we present further
information on how this risk is managed and
controlled, including a summary of the Group
exposure to exchange rate risk and its sensitivity to
changes in exchange rates.

Interest Rate

Sonaecom total debt is indexed to variable rates,
exposing the total cost of debt to a high risk of
volatility. The impact of this volatility on the
company results or on its Shareholders funds is
mitigated by the effect of the following factors:

(i) relatively low level of financial leverage; (ii) the
possibility of using derivative instruments that
hedge the interest rate risk, as mentioned below;
(iii) during non-recession periods, the passible
correlation between the level of market interest
rates and economic growth, with the latter having
a positive effect in other lines of the company
results, this way partially offsets the increase

of financial costs (“natural hedge”); and (iv) the
existence of stand alone or consolidated liquidity
which is also bearing interest at a variable rate.
The Company only uses derivatives or similar
transactions to hedge interest rate risks considered
significant. These include interest rate swaps

and other derivatives. The counterparties of the
derivative hedging instruments are limited to highly
rated financial institutions. Sonaecom Board of
Directors approves the terms and conditions of
financing with a significant impact in the company,
based on the analysis of the debt structure,

the risks and the different options in the

market, particularly the type of interest rate

(fixed /variable). Under the policy defined above,
the Executive Committee is responsible for making
decisions on the occasional interest rate hedging
contracts, by monitoring the conditions and
alternatives existing in the market.

In the notes to the financial statements (see
chapter 6.2, note 1.ab), we present further
information on how this risk is managed and
controlled, including the sensitivity analysis on
interest rate risk (see note 20).

Liquidity

The existence of liquidity in the company requires
the definition of policies for ensuring efficient and
secure management of that liquidity, allowing us
to maximize the profitability and to minimise the
opportunity costs related with that liquidity. The
main underlying policies correspond to the variety
of instruments allowed, the maximum acceptable
level of risk, the maximum amount of exposure

by counterparty and the maximum periods for
investments.

In the notes to the financial statements (see
chapter 6.2, note L.ab), we present further
information on how this risk is managed and
controlled.
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Credit

The company exposure to credit risk is mainly
associated with the accounts receivable related
to current operational activities. The credit

risk associated with financial operations is
mitigated by the fact that the Group, related to
telecommunication operators, only negotiates with
entities demonstrating high credit quality.

The management of this risk seeks to guarantee
that the amounts owing are effectively collected
within the periods negotiated without affecting
the financial health of the company. To assist in
mitigating this risk, the Group uses credit rating
agencies and has dedicated departments for Credit
Control, Collections and Litigation Management.
The Group also subscribes credit insurances,

to deal with credit risks relating to third party
telecommunication operators in Optimus and
relating to advertisement publishing agencies in
Publico. The Group has started to evaluate the
feasibility of credit insurances to be subscribed by
SSI companies.

Capital Availability

Sonaecom is naturally exposed to the current
adverse economic environment, as well as to the
restrictions that banks, especially Portuguese
banks, are generally applying when granting loans,
due to the impacts of the ecanomic and financial
crisis over their lending capacity and capital
requirements. This financial environment is not
favourable, especially at a time when telecom
operators will be required to make significant
investments, as is the case, for example, on

LTE technology that requires the acquisition of
additional spectrum and the implementation of a
new access network.

In this adverse context, during 2011 the Group
succeeded in getting additional financings,
including the issue, at the end of the 3rd quarter, of
anew bond loan subscribed by international banks.
With this transaction, Sonaecom assured a greater
diversification of the funding sources, increased
the average debt maturity and anticipated funds
required to meet the refinancing needs scheduled
for 2012. For details about our debt and capital
structure see (see chapter 6.2 note 20).

During 2011, in terms of Working Capital, the
company conducted additional analysis and several
actions were taken in order to optimize it, namely
on stock management.
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Legal risks

According to the Sonaecom Business Risk Model
(BRM), legal risks relate to Business Environment
risk category. To monitor the drivers of actual and
potential risks, as well as to assure the fulfilment
of the legal and regulatory framework in place,
Sonaecom has a dedicated team, which includes
the Law and Regulation department, that follows
legal and regulatory issues very closely. Despite
this, we cannot totally exclude the risk of possible
infringement processes against Sonaecom
companies due to different views on the practical
meaning of the legal and regulatory framework.
Sonaecom also collaborates with the authorities
aiming at the definition of the legal and regulatory
framework that, according to our view, promotes
the development of the communications sector in
Portugal. Such collaboration may be proactive or
involve sending comments to public consultations.
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Legal and Regulatory

Within Sonaecom’s business portfolio,
regulatory issues are more relevant in the
telecommunications unit, which is subject to
specific rules that are mainly defined by the
sector regulator ICP - Autoridade Nacional de
Comunicagges (ICP - ANACOM), following the
regulatory framework defined at European level.

The regulator’s decisions may have a significant
impact on the development of Optimus's activities,
particularly those decisions relating to: spectrum
awarding conditions, mobile termination rates,

the regulatory framework for next generation
networks (NGNs), within which should be defined
the conditions of access to third parties’ NGN,
wholesale offers conditions (namely, access

to ducts, leased lines and access to local loop
unbundling) and universal service financing. As
already mentioned, ICP - ANACOM is responsible
for setting the conditions for spectrum award. This
was particularly relevant to Optimus's activities
since the regulator promoted the auction for
awarding of spectrum during 2011.

There are other issues that affect the company
activity. These are decided directly by the
Government, assisted by ICP - ANACOM, and
include the designation of the universal service
provider, regulatory fees (spectrum, numbering,
regulatory activity) or other fees to be imposed
on the communications providers and consumer
protection rules.

Additionally, Sonaecom has also to comply with
rules that are defined at European level, and have
a direct effect on Portugal as a Member State of
the European Union. This applies, for example, to
the regulation on roaming services, which limits the
conditions of providing roaming services either at
wholesale or retail level.

Besides the specific rules regarding the
telecommunications sector, Sonaecom companies
are also subjected to horizontal legislation,
including competition law.

The Sonaecom'’s SSI companies face an additional
risk relating to the internationalisation process.
This has been managed for many years in WeDo
Technologies and is becoming increasingly relevant
for Mainroad, Saphety and Bizdirect. The issue
arises because these companies have presence

in several countries around the world, which
involves specific risks relating to very different
legal frameworks, where additional effort is
needed to fully understand and to cope with those
frameworks.
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c) Risk management policies for Ethics and
Disclosure

The last part of this section covers Sonaecom’s
policies and procedures for managing risks
associated with Ethics and Disclosure. These relate
to three areas that are generally considered to

be risk sensitive, and they are areas that receive
particular attention from shareholders and other
stakeholders and interested parties: Conflicts of
Interest, Remuneration Practices and Whistle-
blowing and the Reporting of Irregularities.
Although these are important and sensitive areas,
Sonaecom considers that, given the governance
structure, policies and processes we have in place,
these areas involve lower levels of risk compared
with, for example, some of the economic risks
intrinsic to the business, which have already been
described in this section.

Conflicts of Interest policy

Itis a matter of good governance that, in all
dealings at Sonaecom, integrity and reputation
cannot be compromised when any party to the
dealing has a conflict of interest, either actual,
potential, perceived, or is a third party. Accordingly,
internal control processes are in place that allow
us to address conflicts of interest, across several
levels of the organisation.

For all employees, Sonaecom has adopted a Code
of Conduct that includes the following guidance on
conflicts of interest:

- The code is applicable to all employees, including

Board level and company officers, as well as

permanent external consultants and outsourcing
personnel (also referred to as business partners).

As a matter of corporate principle, all employees
are encouraged to disclose potential conflicts of
interest to their immediate supervisor.

- Employees should avoid intervening in decision
making processes that involve, directly or
indirectly, organisations with which they
collaborate or have collaborated or people with
whom they are or have been connected by
ties of kinship or friendship. If it is impossible to
abstain from intervention in these processes,
employees should inform their administrative
superior about the existence of these
connections.

- Employees should abstain from participating
in or carrying out duties in organisations
whose activities may be incompatible with the
performance of their duties at Sonaecom or
whose goals might be incompatible with those of
Sonaecom.
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+ The Code of Conduct, as well as the functioning
of its related processes under the supervision of
the Ethics Committee, are made available to all
current and new employees or business partners,
are published on Sonaecom's website and
intranet and are subject of periodic awareness
communications.

Additionally, at Board level there is a regulation
governing “Policy and Procedures on Conflicts of
Interest” approved by the Board, which determines
that:

- The regulation is applicable to all Directors,
including all members of the Board of Directors,
as well as other Senior Executive Managers
who regularly participate in Board meetings,
Executive Committee meetings or any Board
Committees.

- ADirector, or entities in which a Director has
a significant interest and/or influence, who
or which enter or propose to enter into a
transaction with the Company shall make full
disclosure immediately.

+ Such conflicts will be reported to the Board of
Directors, normally via the BAFC. The Board of
Directors, on advice from the BAFC, may approve
the transaction or request that further pre-
defined steps should be taken as are necessary
and reasonable to remove any conflict of
interest.

For all Directors, a register should be maintained
by the Secretary of the Board of Directors
regarding significant and relevant outside
directorships and other significant roles or
activities (supervised by the BNRC), as well as
aregister of all significant shareholdings held
(supervised by the BAFC). Directors should
reconfirm the contents of the register in writing
atleast once a year.

At Company level, in relation to shareholder
relationships and related party transactions:

- When executing related party transactions,
Sonaecom companies should act in a diligent,
careful and organized manner and should
ensure that transactions are well documented.
The interests of all parties involved should be
respected ensuring that, globally, transactions
are implemented on an “arm’s length” basis,
observing general market practices, so that deals
arecarried out as if the parties involved in the
transaction are independent entities carrying
out comparable transactions. Transactions
should serve the long term interests of the
parties involved (including the fair treatment of
any minority shareholders) and should take into
account the interests of other relevant parties
such as employees, clients and creditors, so
ensuring the companies' sustainability.
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- Where deals of significant importance
are undertaken with holders of qualifying
shareholdings, or with entities are classified as
related parties, such deals shall be subject to
a preliminary opinion from the SAB. The SAB,
under its Terms of Reference, obtains from
the Board of Directors, normally through the
BAFC, all the necessary information relating to
the operational and financial progress of the
company, changes to its business portfolio,
the terms of any sensitive or related party
transactions that have occurred and the details

of decisions taken. Under its Terms of Reference,

the BAFC devotes particular attention to
material transactions with related parties,
especially any transactions that could involve
significant transfer pricing risk.

- Relevant information regarding reference
shareholders and related parties is disclosed
in section 1.6, including Sonaecom qualified
holdings under “Qualified Shareholdings” and
the existence of other material non-operational
transactions with related parties, if any, is
disclosed under “Relevant transactions with
related parties”.

Remuneration policy:

Sonaecom is committed to applying generally
recommended risk management guidelines in
terms of remuneration:

- The design of the remuneration policy for all
officers and employees should take into account
their potential risk taking behaviour, by giving
a sufficient, but a balanced, weighting to their
variable component transposing some of the
activity risk into the officers or employees own
assumed risk by linking their own reward to
individual and corporate performance.

+ Additionally, the remuneration of members of
the Board of Directors should be structured so

that their interests are aligned with the long term

interests of the company. Their remuneration
should be based on an independent assessment
of their performance and should be structured to
discourage excessive risk taking.

A risk assessment of Sonaecom'’s remuneration
policy can be made by considering the following
facts:

- The remuneration principles applied for all
officers and employees and how the different
remuneration components contribute to a
controlled environment in terms of risk taking
behaviour is explained in section 1.4 of this
report, under Group Remuneration Policy,
Remuneration of Management and Audit bodies.

+ The remuneration policy decision and approval

process invalves different governing bodies in
order to ensure independent scrutiny, equity and
adequate risk management of the processes.

In particular, the BNRC has an important role in
overseeingrisk given its key function in reviewing
remuneration and compensation policy and
remuneration proposals, as well as, supervising
the MTIP.

+ The remuneration principles and practices

that apply at Board level are further explained
and detail of individual remuneration are
disclosed in section 1.4 under Directors’
remuneration. The BNRC reports in writing to
the Board, whenever necessary, and liaises

with Sonaecom Shareholders Remuneration
Committee (“Comissao de Vencimentos”) to
obtain their approval, on behalf of shareholders,
for remuneration and other compensation given
to the Board of Directors and other Statutory
Governing Bodies.

Finally, the fact that we disclose comprehensive
information in section 1.4 on the remuneration
policy we adopt, promotes transparency and is
itself a contributing factor towards mitigating the
risk of potentialyl problematic pay practices.
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Whistle-blowing policy

Sonaecom has a policy and process for
communicating alleged irregularities carried out by
officers, employees and business partners which
sets out procedures to respond to any reported
irregularities.

The SAB has statutory responsibilities in relation to
this process, in particular:

- Toreceive communications of alleged
irregularities reported relating to the Company
and presented by the Company’s shareholders,
employees or other parties.

- Torecord any alleged irregularities that were
reported, to promote investigation with due
diligence by the Board of Directors, the Internal
and/or the External Auditor and to report its
conclusions.

The responsibility for supervising this process
has been delegated to the Sonaecom Ethics
Committee, which is required:

- To assess the alleged irregularities considering
the policy stated in the Code of Conduct.

- Toreceive, discuss, investigate and assess any
alleged irregularities that are reported and to
decide on the appropriate measures that should
be taken in each case reported.

- Toreview and evaluate the efficiency and
effectiveness with which the policy and process
for communicating irregularities operates.

The whistle-blowing process can be summarised as
follow:

- Anyone wishing to communicate any irregularity
believed or known to have been committed
by any Sonaecom officer, member of staff or
business partner, must address a letter or an
e-mail containing a summary description of the
facts to the Ethics Committee. The identity of
the whistle-blower will be kept anonymous, if
explicitly requested.

- The complaint will be analysed by the Ethics
Committee and, if the Committee finds grounds
for the reported irregularity, measures will be
taken, as deemed appropriate.
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1.7. Other information

Share capital structure

Sonaecom’s share capital is divided into three hundred and sixty six million, two hundred and forty six thousand
and eight hundred and sixty eight ordinary, registered and book-entry shares with a nominal unit value of one
euro. There are no special share categories.

Qualified shareholdings

In accordance with the Portuguese Securities Code, shareholdings amounting to or exceeding the thresholds of
2%, 5%, 10%, 15%, 20%, 25%, 33.33%, 50%, 66.66% and 90% of the total share capital must be reported to the
Portuguese Securities Market Commission and disclosed to the capital market. Reporting is also required if the

shareholdings fall below the same percentages.

Sonaecom qualified holdings

Shareholders Number shares held % shareholding as at 31 December 2011
Sonae SGPS 194,714,119 53.17%
France Télécom 73,249,374 20.00%
BCPSA. 12,500,998 3.41%

Sonaecom'’s largest Shareholders continue to be Sonae SGPS, a Portuguese multinational Group also with
interests in retail, shopping centres and insurance, with a shareholding position of just over 53%, and France
Télécom, one of the largest telecom operators in the world, with a 20% stake in Sonaecom.

The free float, as at 31 December 2011 (% of shares not held or controlled by Shareholders with qualified
holdings and excluding own shares) stood at approximately 20.95%.

During 2011, there were no changes to the number of shares issued by Sonaecom.

Shareholders holding special rights

There are no Shareholders with special rights.

Restrictions on the transfer and ownership of shares

There are no restrictions on the transfer and ownership of shares.

Shareholders’ agreements known to the Company

Sonaecom is not aware of any Shareholders’ agreements which contain restrictions on the transfer of shares or
voting rights in the Company.

Rules applicable to the amendment of Company’s Articles of Association

Changes to the Company’s Articles of Association require approval at a Shareholders’ General Meeting, which
decides, in accordance with the applicable law, by a majority of two-thirds of the votes cast.
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Control mechanisms for employees participating
in the share capital

There are no systems in place concerning the
attribution of shares of the Company to its
employees that result in the respective employees
not being able to freely exercise their voting rights.

Share price performance

Sonaecom's shares ended 2011 with a market price
of 1.215 euros per share, 10.8% below the closing
price of 1.350 euros per share at 31 December
2010. The share price reached a maximum of
1644 euros per share on 12 May 2011 and
aminimum of 1.096 euros on 23 and

26 September 2011.

At the end of 2011, Sonaecom’s market
capitalisation was approximately 445 million
euros. The average daily trading volume reached
353 thousand shares, a decrease of 24.2%, when
compared to 2010.

During 2011, Sonaecom'’s share price evolution and

liquidity were mainly influenced by the following

news:

- 2 March 2011: full-year 2010 consolidated results
released,

+ 27 April 2011: Shareholders’ Annual General
Meeting held with release of information about
approved decisions;

+ 5May 2011: first quarter 2011 consolidated
results released;

-+ 9 May 2011: announcement on dividend payment
for the year 2010;

+ 28 July 2011: first-half 2011 consolidated results
released,

- 23 September 2011: completion of an 100 million
euros bond issue;

- 3 November 2011 first nine months 2011
consolidated results released;

+ 1 December 2011: announcement on closing of
LTE spectrum auction.
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Dividend distribution policy

At the Shareholders’ Annual General Meeting,
held on 26 April 2011, Sonaecom'’s Shareholders
approved the proposal from the Board of Directors
to distribute through shareholders a dividend of
0.05 euros per share, applying the remainder net
results to retained earnings.

Proposals ta distribute dividends (as for every
proposal for the appropriation of net results)

are made by the Board of Directors, subject to
compliance with Portuguese Company Law and the
Company’s Articles of Association, and the decision
on any such proposals are taken by the Annual
General Meeting as described below.

The Board of Directors prepares proposals
relating to dividend distribution based on, among
other considerations, business and investment
opportunities and their corresponding profitability,
the financing requirements of the Company and
Shareholders’ expectations.

There are no articles in the Company’s Articles

of Association that in any way limit dividend
distribution or the proposals from the Board of
Directors. Article 33 thereof provides that “The net
results shown in the annual financial statements,
after deduction of the amounts legally required to
create or to add to the legal reserve, will be applied
as determined by the Shareholders’ General
Meeting, which can distribute them totally or
partially or transfer them to reserves".
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Relevant transactions with related parties

The relevant transactions with related parties

are described in paragraph 22 of the Notes to the
Individual Financial Statements. There were no
other material non-operational transactions during
2011 with related parties (including Sonaecom
Officers and Governing Bodies, such as members of
the Board of Directors and the Statutory External
Auditor, owners of qualified shareholdings or with
controlling or Group companies), apart from the
Strategic Partnership agreement with France
Telecom entered into on 9 June 2005 and renewed
on 24 October 2008, as well as a new agreement
between the two parties, signed on 1 March 2012.

Reports of the Statutory Audit Board

The annual report of the Statutory Audit Board is
disclosed on Sonaecom'’s website.

Investor Relations

The Investor Relations department is responsible
for managing Sonaecom’s relationship with the
financial community - current and potential
investars, analysts and market authorities -

with the goal of enhancing their knowledge and
understanding of Sonaecom’s businesses and
activities, by providing relevant, timely and reliable
information.

The department regularly prepares presentations
and communications covering quarterly,

half-year and annual results, as well as issuing
announcements to the market whenever
necessary, to disclose or clarify any relevant

event that could influence Sonaecom’s share price.

To further enhance the effective communication
with the capital market and guarantee the quality
of information provided, the Investor Relations
department organises road-shows covering

the most important financial centres of Europe
and participates in various conferences. Also, a
wide variety of investors and analysts have the
opportunity to talk to management in one-on-one
meetings or conference calls.

Any interested party may contact the Investor
Relations department using the following contact
details:

Carlos Alberto Silva

Investor Relations Manager

Tel: (+351) 93100 2444

Fax: (+351) 93100 2229

Email:  carlos.alberto.silva@sonae.com
investorrelations@sonae.com

Address: Rua Henrique Pousao, 432 - 72 Piso
4460-191 Senhora da Hora, Portugal

Website: www.sonae.com

During 2011, the Investor Relations department
participated in 71 one-on-one and group
meetings, two roadshows and three investor
and telecommunications conferences, providing
analysts and investors with information on
Sonaecom’s performance and future prospects.

The representative for relations with capital

markets and the Portuguese Securities Market

Commission is Anténio Lobo Xavier who can be

contacted by phone or e-mail:

Tel: (+351) 93100 2232

Fax: (+351) 93100 2229

E-mail:  antonio.xavier@sonae.com
investorrelations@sonae.com

Address: Rua Henrique Pousao, 432 - 72 Piso
4460-191 Senhora da Hora, Portugal
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Fees of the Statutory External Auditor

During 2011, Sonaecom Group paid the following fees to the Statutory External Auditor Deloitte and their

network of companies:

2011 2010

Statutory Audit 145,022 64% 232,762 81%
Other Compliance & Assurance Services 43,637 19% 42,756 15%
Audit services 188,659 83% 275518 95%
Tax Consultancy 19,081 8% 13,283 5%
Other consultancy 20,000 9% - -
Total 227740 100% 288,801 100%

Sonaecom's Risk Management Policy, which is supervised by the SAB in liaison with the BAFC, monitors the
non-audit services requested from the Statutory External Auditor and their respective network of companies,
in order to ensure that auditor independence is not compromised. Quarterly, the SAB receives and analyses

information on the fees and services of the Statutory External Auditor. Annual fees paid by Sonaecom

Group to the Deloitte Group represented less than 1% of their total global fees in Portugal. Additionally, an
Independence Letter is obtained each year from Deloitte confirming that they meet international guidelines on

auditor independence.
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1.8. Articles 447, 448 and qualified
shareholdings

Please refer to 4.4 under the ‘Our management’
section.

1.9. Appendix

1.9.1. Qualifications and professional experience of
the members of the Board of Directors

Please refer to 4.1 under the ‘Our management’
section.

1.9.2. Shares held by the members of the Board of
Directors and respective transactions during 2010

Please refer to 4.3 under the ‘Our management’
section.

1.9.3. Offices held by the members of the Board
of Directors

Please refer to 4.2 under the ‘Our management’
section.

1.9.4. Qualifications, professional experience
and shares held by the members of the Statutory
Audit Board

Arlindo Dias Duarte Silva

Academic qualifications:

Degree in Economics from Porto University.
Professional experience:

Member of the Institute of Statutory Auditors,
Statutory External Auditor and member of several
Statutory Audit Boards.

Number of Sonaecom shares held:

Does not hold any shares.

Armando Luis Vieira de Magalhaes [MHA]
Academic qualifications:

Degree in Economics from Parto University.
Executive MBA - European Management, from
IESF/IFG.

Professional experience:

Statutory Auditor in various Portuguese
companies.

Number of Sonaecom shares held:

does not hold any shares.

Oscar José Alcada da Quinta [MHA]

Academic qualifications:

Degree in Economics from Porto University.
Professional experience:

Member of the Institute of Statutory Auditors,
Partner of Oscar Quinta, Canedo da Mota & Pires
Fernandes, SROC and member of several Statutory
Audit Boards.

Number of Sonaecom shares held:

Does not hold any shares.
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Jorge Manuel Felizes Morgado

Academic qualifications:

Degree in Economics from Porto University.
Professional experience:

Statutory Auditor and Member of the Statutory
Audit Board in various Portuguese companies.
Number of Sonaecom shares held:

Does not hold any shares.

1.9.5. Offices held by the members of the
Statutory Audit Board

Arlindo Dias Duarte Silva

Offices held in companies in which Sonaecom is a

Shareholder:

Does not hold any office in a company in which

Sonaecom is a Shareholder.

Dther offices held:
DMJB - Consultadoria de Gestao, S.A.
(Statutory External Auditor)

+ Sonae SGPS, SA.
(Member of the Statutory Audit Board)

- Sonae Investimentos, SGPS, S.A.
(Member of the Statutory Audit Board)

- Rochinvest - Investimentos Imobiliarios e
Turisticos, S.A.
(Member of the Statutory Audit Board)

Offices in non-profitable institutions:

- ALADI - Associacdo Lavrense de Apoio ao
Diminuido Intelectual
(Member of the Statutory Audit Board)

- Associacao Cultural do Senhor do Padrao
(Member of the Statutory Audit Board)

Armando Luis Vieira de Magalhdes [MHA]
Offices held in companies in which Sonaecom is a
Shareholder:

Does not hold any office in a company in which

Sonaecom is a Shareholder.

Other offices held:

- Sonae Capital, SGPS, S.A.

(Statutory Audit Board)

- Sonae Industria, SGPS, S.A.
(Statutory Audit Board)

Offices in non-profitable institutions:

+ Fundacao Eca de Queirds
(Statutory Audit Board)

+ Futebol Clube do Porto - Futebol, S.A.D; Porto
Comercial - Sociedade de Comercializagao e
Sponsarizagao, SA; Porto Estadio - Gestao e
Exploracdo de Equipamentos Desportivos, SA.
(Statutory Audit Board)
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Oscar José Alcada da Quinta [MHA]
Offices held in companies in which Sonaecom is a
Shareholder:
Does not hold any office in a company in which
Sonaecom is a Shareholder.
Other offices held:
BA GLASS | - Servigos de Gestao e
Investimentas, S.A.
(Statutory Audit Board)
- Oscar Quinta, Canedo da Mota & Pires Fernandes,
SROC
(Member of the Board of Directors)
- Sonae Investimentos, SGPS, S.A.
(Statutory Audit Board)
- Caetano-Baviera - Comércio de Automéveis, S.A.
(Statutory Audit Board)

Jorge Manuel Felizes Morgado
Offices held in companies in which Sonaecom is a
Shareholder:
Does not hold any office in a company in which
Sonaecom is a Shareholder.
Other offices held:
Sonae Capital, SGPS, S.A.
(Statutory Audit Board)
- Sonae Industria, SGPS, S.A.
(Statutory Audit Board)
+ Sonae SGPS, SA.
(Statutory Audit Board)
+ Sonae Sierra, S.A.
(Statutory Audit Board)
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