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Annual Report |
2013 3 Management
Report Introduction
Portugal Telecom,
SGPS, S.A.
("Portugal Telecom"
or �Company�) and its
subsidiaries, joint
ventures and
associated
companies, which
represent its
corporate Group
(�Portugal Telecom
Group� or �Group�),
operate primarily in
the
telecommunications
sector, in Portugal,
Brazil and several
other countries in
Africa and Asia. The
Group operates in
Brazil mainly
through Oi and
Contax, following
the investments
acquired in these
entities in March
2011. The
consolidated annual
report of the
Company provides a
detailed explanation
of its consolidated
activity and the
evolution of its
businesses for the
year ended 31
December 2013 and,
as such, we propose
to the shareholders
the analysis of that
report in conjunction
with this report.
Business overview
Apart from
management of
investments, the
Company did not
conduct directly any
other business
activity. Legal
Information � There
are no outstanding
amounts overdue to
the Portuguese State
and the Portuguese
Social Security
System. � The
Company did not
enter into any
material businesses
or transactions with
the members of its
Board of Directors
and the Audit
Committee, except
for those mentioned
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in Note 48 to the
Consolidated
Financial Statements
as at 31 December
2013. 2013 events
and recent
developments The
events of the year
ended 31 December
2013 and recent
developments are
described in the
2013 Consolidated
Annual Report of
Portugal Telecom.
Proposal for
application of profits
Considering that: A)
Net profit for the
year ended 31
December 2013
amounted to Euro
341,808,031; B) On
14 August 2013, the
Board of Directors
of Portugal Telecom
approved a new
shareholder
remuneration policy
for fiscal years 2013
and 2014 that
consists exclusively
in the payment of an
annual cash
dividend of Euro
0.10 per share.
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Annual Report |
2013 4 The
Board of
Directors
proposes that:
1. Considering
the net income
for the year
amounting to
Euro
341,808,031,
we propose that
a total of Euro
89,651,250 be
paid to
shareholders,
corresponding
to Euro 0.10
per share, in
respect of the
total number of
issued shares
and that the
remaining
amount of net
income be
transferred to
retained
earnings; 2.
Taking into
account the
proposal
included in the
agenda of the
Shareholder�s
Meeting, it will
not be possible
to accurately
determine the
number of own
shares that will
be in treasury
on the date of
the above
mentioned
payment
without
limiting the
Company�s
intervention
ability, we
propose that, in
the distribution
of the overall
sum of Euro
89,651,250, as
provided for in
the foregoing
paragraph,
calculated on
the basis of an
unit amount per
issued share (in
this case, Euro
0.10 per share),
the following
be observed: a)
Each issued
share shall be
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paid the unit
amount of Euro
0.10; b) The
amount
corresponding
to the shares
that, on the
payment day of
the above
mentioned
amount, belong
to the Company
itself
(calculated on
the said unit
amount of Euro
0.10 per issued
share) shall not
be paid and
shall be
transferred to
retained
earnings;
Lisbon, 24
March 2014
Henrique
Granadeiro,
Chairman of
the Board of
Directors
Alfredo José
Silva de
Oliveira
Baptista,
Executive
Director
Amílcar Carlos
Ferreira de
Morais Pires,
Non-Executive
Director Carlos
Alves Duarte,
Executive
Director
Fernando
Magalhães
Portella,
Non-Executive
Director
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Annual Report |
2013 5
Francisco
Teixeira Pereira
Soares,
Non-Executive
Director Gerald
Stephen
McGowan,
Non-Executive
Director João
Manuel de
Mello Franco,
Non-Executive
Director
Joaquim Aníbal
Brito Freixial
de Goes,
Non-Executive
Director José
Guilherme
Xavier de
Basto,
Non-Executive
Director Luís
Pacheco de
Melo,
Executive
Director
Manuel Rosa
da Silva,
Executive
Director Maria
Helena Nazaré,
Non-Executive
Director Mário
João de Matos
Gomes,
Non-Executive
Director Milton
Almicar Silva
Vargas,
Non-Executive
Director
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Annual Report |
2013 6 Nuno
Rocha dos
Santos de
Almeida e
Vasconcellos,
Non-Executive
Director Otávio
Marques de
Azevedo,
Non-Executive
Director Paulo
José Lopes
Varela,
Non-Executive
Director Pedro
Humberto
Monteiro
Durão Leitão,
Executive
Director Rafael
Luís Mora
Funes,
Non-Executive
Director
Shakhaf Wine,
Executive
Director
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Annual
Report |
2013 7
Standalone
financial
statements
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Annual Report | 2013
8 INDEX Balance
sheet Income
statement Statement of
changes in
shareholders� equity
Statement of cash
flows Notes to the
standalone financial
statements 1.
Introduction 2. Basis
of presentation 3.
Main accounting
policies, judgments
and estimates 4. Cash
flows 5. Errors,
changes in accounting
policies and estimates
6. Tangible fixed
assets 7. Financial
investments - equity
method of accounting
8. Related parties 9.
Other financial assets
and financial liabilities
10. Income taxes 11.
State and other public
entities 12. Other
accounts receivable
and accounts payable
13. Deferrals 14.
Shareholders' equity
15. Provisions and
contingent liabilities
16. Loans obtained 17.
Suppliers 18. Accrued
expenses 19. Equity in
earnings/(losses) of
affiliated companies
20. Supplies and
external services 21.
Wages and salaries 22.
Increases/(reductions)
in fair value 23. Other
income and gains 24.
Other expenses and
losses 25. Interest and
related
income/(expense) 26.
Earnings per share 27.
Guarantees 28. Events
occurred after the
balance sheet date
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Annual Report |
2013 9 Euro Notes 2
0 13 2 0 12 Re stated
(Note 5) ASSETS
Non- current assets
Tangible fixed assets
6 1,433,501
1,430,907 Financial
investments - equity
method of
accounting 7
7,750,550,532
7,078,944,412
Financial
investments - other
methods 6,234
1,429,879 Balances
with Group
companies 8
1,806,200,000
1,155,174,819 Other
financial assets 9
729 925 Deferred
tax assets 10
211,478,644
199,557,704 Total
non- current assets 9
,7 6 9,66 9 ,6 40 8 ,4
3 6,53 8 ,6 4 6
Current assets
Advances to
suppliers 652 86,975
State and other
public entities 11
50,194,165
45,337,920 Balances
with Group
companies 8
573,941,578
303,935,039 Other
accounts receivable
12 46,381,224
34,931,075
Deferrals 13
17,626,503
21,657,629 Other
financial assets 9
200,000,000
983,368 Non-
current assets held
for sale 7 1,850,426
4,622,068 Cash and
bank deposits 4.(i)
541,962,115
264,014,597 Total
current assets 1,43
1,9 5 6 ,6 63 67 5 ,5
6 8,67 1 Total assets
11,20 1,62 6 ,3 03
9,112 ,10 7,317
SHAREHOLDERS'
EQUITY Share
capital 14
26,895,375
26,895,375 Treasury
shares 14
(337,520,916)
(337,520,916) Legal
reserve 14 6,773,139
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6,773,139 Other
reserves 14
156,181,554
153,287,638
Adjustments to
financial assets 14
(1,078,595,740)
(416,230,154)
Retained earnings
2,437,333,996
2,543,059,287 Net
income 341,808,031
226,026,147 Total
shareholders' equity
1,5 52 ,87 5 ,4 39
2,20 2 ,2 9 0,516
LIABILITIES Non-
current liabilities
Provisions 15 -
354,841 Loans
obtained 16
2,245,301,980
1,761,717,444
Deferrals 13
5,822,078,184
4,718,984,318
Deferred tax
liabilities 10
14,596,658
14,286,361 Other
financial liabilities 9
- 2,391,996 Other
non financial
liabilities 68,594
67,979 Total non-
current liabilities
8,08 2 ,0 4 5,416 6
,4 9 7,80 2 ,9 3 9
Current liabilities
Provisions 15
55,717,696
43,745,583 Loans
obtained 16
1,428,453,163
323,719,264
Deferrals 227,490
227,490 Balances
with Group
companies 8
24,901,171
3,486,460 Suppliers
17 7,839,378
2,359,053 Accrued
expenses 18
48,034,134
38,226,001 State and
other public entities
11 1,510,270
198,838 Other
accounts payable
22,146 51,173 Total
current liabilities 1,5
66 ,70 5 ,4 48 4 12
,0 13 ,8 6 2 Total
liabilities 9 ,6 4 8,75
0 ,8 64 6 ,9 0 9 ,8
16,80 1 Total
liabilities and
shareholders' equity
11,20 1,62 6 ,3 03

Edgar Filing: PORTUGAL TELECOM SGPS SA - Form 6-K

28



9,112 ,10 7,317 The
accompanying notes
form an integral part
of these financial
statements.
Accountant The
Board of Directors
PORTUGAL
TELECOM, SGPS,
S.A. BALANCE
SHEET 31
DECEMBER 2013
AND 2012
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Annual Report | 2013
10 Euro Notes 2 013
2012 Restate d (Note 5)
Equity in
earnings/(losses) of
affiliated companies 19
395,004,230
161,558,424 Supplies
and external services 20
(3,922,955) (4,052,148)
Wages and salaries 21
(11,927,717)
(12,003,826) Indirect
taxes (2,934,374)
(1,028,574) Impairment
of accounts receivable
((losses)/reversals)
(273,944) 4,063,283
Provisions
((increases)/reductions)
15 (15,499,181)
(3,992,118)
Increases/(reductions)
in fair value 22
(825,588) (2,090,325)
Other income and gains
23 4,407,915 7,412,673
Other expenses and
losses 24 (18,527,976)
(2,319,470) INCOME
BEFORE
DEPRECIATION AND
AMORTISATION,
FINANCING
EXPENSES AND
TAXES 34 5,5 00,410
147,547 ,919
Depreciation and
amortisation
((expenses)/reversals) 6
(237,289) (279,576)
OPERATING
INCOME (BEFORE
FINANCING
EXPENSES AND
TAXES) 3 45,263,121
147,268,343 Interest
and related income 25
153,456,720 98,495,789
Interest and related
expenses 25
(195,677,192)
(122,479,324)
INCOME BEFORE
TAXES 303 ,04 2,649
123,284,808 Income
taxes 10 38,765,382
102,741,339 NET
INCOME 3 41,8 08,031
226,026 ,147 Basic
earnings per share 26
0.40 0.26 Diluted
earnings per share 26
0.40 0.26 The
accompanying notes
form an integral part of
these financial
statements. Accountant
The Board of Directors

Edgar Filing: PORTUGAL TELECOM SGPS SA - Form 6-K

30



PORTUGAL
TELECOM, SGPS,
S.A. INCOME
STATEMENT FOR
THE YEARS ENDED
31 DECEMBER 2013
AND 2012
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Annual Report |
2013 11 Euro Sha re
c apital Trea sury
sha re s Legal re
serve Other re serve
s Adjustments to
fina ncia l assets
Reta ine d e arnings
Advanc es on ac
count of profits Net
income Total sha
reholde rs' e quity
Ba la nc e a s at 1 Ja
nua ry 2 012 (re sta
ted - Note 5 ) A 26
,89 5 ,3 7 5 (32 6 ,3
8 2,8 63 ) 6 ,77 3 ,13
9 156 ,18 0 ,05 6
(7,9 91,9 54 ) 2 ,7 3
3,5 83 ,5 07 (184 ,79
9 ,8 6 8) 3 37 ,02 5
,0 0 2 2 ,7 41,28 2 ,3
9 4 Cha nge s in the
pe riod: Foreign
currency translation
adjustments - - - -
(378,892,745) - - -
(3 78 ,89 2 ,7 4 5)
Unpaid dividends - -
- 943,300 (943,300)
- - - Transfer to
retained earnings - -
- (5,843,644)
(31,819,549)
37,663,193 - - -
Other changes
recognized in
shareholders' equity
- - - 2,951,226
1,530,794
(1,194,324) - - 3 ,28
7 ,6 9 6 B - - - (2 ,89
2 ,4 18) (40 8,2 3 8,2
00 ) 3 5,5 25 ,5 69 -
- (3 75 ,60 5 ,0 4 9)
Ne t inc ome C
226,026,147 2 26
,02 6 ,14 7 Compre
he nsive inc ome
B+C (149 ,57 8 ,90
2) Ope rations with
share holders: Effect
of the corporate
restructuring of the
Oi Group (Notes 7
and 14.2) -
12,060,380 - - - - - -
12 ,06 0 ,3 8 0
Acquisition of
Portugal Telecom's
shares by Oi (Notes
7 and 14.2) -
(23,198,433) - - - - -
- (23 ,19 8 ,4 3 3)
Application of the
previous year's
earnings (Note 14.6)
- - - - -
(219,712,305)
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184,799,868
(337,025,002) (3
71,93 7 ,43 9) Taxes
on income of own
shares - - - - -
(6,337,484) - - (6 ,33
7 ,4 8 4) D - (11,13
8,0 53 ) - - - (22 6,0
4 9,7 89 ) 184 ,79 9
,8 6 8 (3 37 ,02 5 ,0
0 2) (3 89 ,412 ,97
6) Ba la nc e a s at 3
1 Dec ember 2 012
(re sta ted - Note 5 )
E=A+B+C+D 26 ,89
5 ,3 7 5 (33 7,5 2 0,9
16 ) 6 ,77 3 ,13 9
153 ,28 7 ,6 3 8 (4
16,2 30 ,154 ) 2 ,5 4
3,0 59 ,2 87 - 22 6
,02 6 ,14 7 2 ,2 02
,29 0 ,5 16 Cha nge s
in the pe riod:
Foreign currency
translation
adjustments - - - -
(541,474,006)
(54,506,188) - - (5
95 ,98 0 ,19 4)
Unpaid dividends - -
- (3,810,727)
3,810,727 - - -
Transfer to retained
earnings - - - -
(1,934,485)
1,934,485 - - - Other
changes recognized
in shareholders'
equity - - -
2,893,916
(115,146,368)
(371,266) - - (112
,62 3 ,7 18) F - - - 2
,89 3 ,9 16 (66 2,3 6
5,5 86 ) (4 9,13 2,2
42 ) - - (7 08 ,60 3 ,9
12) Ne t inc ome G
341,808,031 34 1,80
8 ,0 3 1 Compre he
nsive inc ome F+G
(3 66 ,79 5 ,8 8 1)
Ope rations with
share holders:
Application of the
previous year's
earnings (Note 14.6)
- - - - - (51,858,147)
- (226,026,147) (2
77 ,88 4 ,2 9 4)
Taxes on income of
own shares - - - - -
(4,734,902) - - (4 ,73
4 ,9 0 2) H - - - - - (5
6,5 9 3,0 49 ) - (2 26
,02 6 ,14 7) (28 2
,619 ,19 6) Ba la nc
e a s at 3 1 Dec
ember 2 013
E+F+G+H 26 ,89 5
,3 7 5 (33 7,5 2 0,9
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16 ) 6 ,77 3 ,13 9 15
6 ,18 1,5 5 4 (1,07
8,5 9 5,7 40 ) 2 ,4 3
7,3 33 ,9 96 - 34
1,80 8 ,0 3 1 1,5 52
,87 5 ,4 3 9 The
accompanying notes
form an integral part
of these financial
statements.
Accountant The
Board of Directors
PORTUGAL
TELECOM, SGPS,
S.A. STATEMENT
OF CHANGES IN
SHAREHOLDERS'
EQUITY FOR THE
YEARS ENDED 31
DECEMBER 2012
AND 2013
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Annual Report |
2013 12 Euro
Notes 2013
2012
OPERATING
ACTIVITIES
Payments to
suppliers
(5,314,634)
(7,335,195)
Payments to
employees
(7,885,179)
(11,755,808) (13
,199 ,8 13 )
(19,091,003 )
Cash receipts
relating to
income taxes
4.(a)
108,731,671
67,937,010
Other cash
receipts
(payments) 4.(b)
(2,869,175)
7,393,639 Cash
flows from
operating a
ctivities (1) 9
2,662 ,683 5
6,239 ,646
INVESTING
ACTIVITIES
Cash receipts
resulting from:
Short- term
financial
applications
4.(c) -
60,000,000
Financial
investments
4.(d)
4,302,492,836
40,753,328
Loans granted
4.(e) 109,410
455,182,626
Interest and
related income
112,862,199
126,226,158
Dividends 4.(f)
50,413,848
46,517,735
Tangible fixed
assets 45,070
34,492 Other
investing
activities -
3,336,281 4,46
5,923 ,363 73
2,05 0,620
Payments
resulting from:
Short- term
financial
applications
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4.(c)
(200,000,000) -
Financial
investments
4.(g)
(3,995,078,869)
(50,000) Loans
granted 4.(e)
(1,217,078,892)
(257,598,328) (5
,4 12 ,157 ,7 61)
(25 7,64 8,328 )
Cash flows from
investing a
ctivitie s (2 ) (94
6,23 4,398 ) 47
4,40 2,292
FINANCING
ACTIVITIES
Cash receipts
resulting from:
Loans obtained
4.(h)
10,225,000,000
3,862,500,000
10,22 5,000 ,000
3,86 2,500 ,000
Payments
resulting from:
Loans repaid
4.(h)
(8,654,564,399)
(3,913,277,262)
Dividends 14.6
(284,658,563)
(569,317,125)
Interest and
related expenses
(153,024,562)
(112,851,497)
(9,09 2,24 7,524
) (4,59 5,44
5,884 ) Cash
flows from
financing a
ctivities (3 )
1,13 2,752 ,4 76
(73 2,94 5,884 )
Cha nge in cash
and ca sh e
quivalents
(4)=(1)+(2 )+(3)
279 ,180 ,7 61
(20 2,30 3,946 )
Effect of
exchange
differences
(1,233,243)
(1,298,792)
Cash and cash
equivalents at
the beginning of
the period
264,014,597
467,617,335
Cash and ca sh e
quivalents at the
e nd of the
period 4.(i) 5
41,9 62 ,115 264
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,014 ,597 The
accompanying
notes form an
integral part of
these financial
statements.
Accountant The
Board of
Directors
PORTUGAL
TELECOM,
SGPS, S.A.
STATEMENT
OF CASH
FLOWS FOR
THE YEARS
ENDED 31
DECEMBER
2013 AND 2012
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Annual Report |
2013 13
PORTUGAL
TELECOM, SGPS,
S.A. Notes to the
Standalone Financial
Statements as at 31
December 2013
(Amounts in Euro)
1. Introduction
Portugal Telecom,
SGPS, S.A.
("Portugal Telecom"
or �Company�) and its
subsidiaries, joint
ventures and
associated
companies (Note 8),
which represent its
corporate Group
(�Portugal Telecom
Group� or �Group�),
operate primarily in
the
telecommunications
sector, in Portugal,
Brazil and several
other countries in
Africa and Asia. The
corporate purpose of
the Company is the
management of
investments. As a
result of the five
privatization
processes between 1
June 1995 and 4
December 2000,
Portugal Telecom�s
share capital is held
mainly by private
shareholders. The
shares of Portugal
Telecom are listed
on the Euronext
Stock Exchange and
on the NYSE - New
York Stock
Exchange. On 28
March 2011,
Portugal Telecom
concluded the
acquisition process
of the investments in
Telemar Norte
Leste, S.A.
(�Telemar�) and
Contax, S.A.
(�Contax�) for a total
cash consideration
of 8,437 million
Brazilian Reais and
entered into several
agreements with the
controlling
shareholders of
these companies. As
a result of this
operation, Portugal
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Telecom acquired an
economic interest of
25.3% in Telemar
(the parent company
of the Oi Group at
that date) and 14.1%
in Contax. Under the
terms of the
agreements entered
into with the
controlling
shareholders,
Portugal Telecom
shares the power to
govern the strategic
financial and
operating policies of
these companies,
which for this reason
are classified as joint
ventures. Oi Group
is the leading
provider of
telecommunications
services in the
Brazilian market and
the largest fixed
telecommunications
operator in South
America in terms of
active clients.
Contax is one of the
leading corporate
services company
and the leader in
contact centre
services in Brazil.
The transaction
mentioned above
was completed
following the
Memorandum of
Understanding
entered into, on 28
July 2010, by
Portugal Telecom
with Andrade
Gutierrez
Participações, S.A.
(�AG�) and LF Tel,
S.A. (�LF�), two of the
main shareholders of
Telemar
Participações (the
controlling
shareholder of the
Oi Group), which
sets the principles
for the development
of a strategic
partnership between
Portugal Telecom
and Oi Group.
Under this strategic
partnership, it was
envisaged that,
amongst other
purposes, Oi would
acquire up to 10% of
the outstanding
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shares of Portugal
Telecom. As at 31
December 2013, Oi
held 89,651,205
shares of Portugal
Telecom,
representing 10.0%
of share capital.
Portugal Telecom�s
indirec share in this
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Annual Report |
2013 14
investment was
classified as
treasury shares in
its Balance Sheet
and amounted to
Euro 159 million
as at 31
December 2012
and 2013 (Note
14.2). On 27
February 2012,
the general
meetings of Tele
Norte Leste
Participações
S.A. (�TNL�),
Telemar, Coari
Participações
(�Coari�) and
Brasil Telecom
S.A. (�Brasil
Telecom�)
approved a
corporate
reorganization of
the Oi Group
(the �Corporate
Reorganization�),
following which
the previous
corporate
structure
composed by
TNL, Telemar,
Coari and Brasil
Telecom was
integrated in
Brasil Telecom,
which was
renamed Oi S.A.
and remained the
only listed
company of the
group in
Brazilian and US
capital markets.
As a result of the
approval of this
Corporate
Reorganization,
the new
economic
interest held by
Portugal
Telecom in the
Oi Group, which
currently
includes 100% of
Telemar and
Brasil Telecom
while before the
reorganization
included 100%
of Telemar and
49.3% of Brasil
Telecom,
decreased from
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the 25.3% direct
and indirect
interest
previously held
in Telemar to a
23.17% direct
and indirect
interest in Oi,
S.A In
connection with
this Corporate
Reorganization,
Portugal
Telecom
recorded directly
in shareholders�
equity a gain
amounting to
Euro 61,296,212,
which reflects (1)
a gain of Euro
252 million
corresponding to
the reduction of
the carrying
value of
non-controlling
interests,
primarily
explained by a
higher difference
between the fair
value and the
carrying value of
Telemar, as
compared to that
same difference
applicable to
Brasil Telecom,
and (2) a loss of
Euro 191 million
corresponding to
the share of
Portugal
Telecom in the
amount paid by
Oi regarding the
exercise of
withdrawal rights
(2 billion
Brazilian Reais)
by shareholders
that requested it.
The gain of Euro
61,296,212
mentioned above
includes an
amount of Euro
12,060,380
recognized under
the caption
�Treasury shares�
(Note 14.2) and
an amount of
Euro 49,235,832
recognized under
the caption
�Adjustments to
financial assets�
(Note 14.5) in
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connection with
the equity
method of
accounting
applied to PT
Portugal, the
Company�s
subsidiary that
indirectly holds
the investment in
the Oi Group. On
1 October 2013,
Portugal
Telecom, Oi ,
AG, LF, Bratel
Brasil, Pasa
Participações
S.A. (�Pasa�),
EDSP 75
Participações
S.A. (�EDSP75�)
(which together
with Telemar
Participações are
defined as �Oi
Holding
Companies�),
Banco Espírito
Santo (�BES�) and
Nivalis Holding
B.V. (�Ongoing�)
signed a
memorandum of
understanding
setting out the
basis for a
proposed merger
of PT, Oi and the
Oi Holding
Companies into a
single Brazilian
incorporated
listed entity
(�CorpCo�). The
merger is a
natural fulfilment
of the industrial
alliance
established in
2010 creating a
leading telecoms
operator. In
accordance with
the referred
memorandum of
understanding,
this corporate
restructuring will
consist of the
following steps: -
Oi proposes to
undertake a cash
capital increase
of a minimum of
R$ 7.0 billion
(Euro 2.3
billion), and with
a target of R$ 8.0
billion (Euro 2.7
billion) to
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improve the
balance sheet
flexibility of
CorpCo; the
shareholders of
Telemar
Participações and
an investment
vehicle managed
by Banco BTG
Pactual S.A.
("BTG Pactual")
will subscribe
approximately
R$ 2.0 billion
(Euro 0.7 billion)
of the cash
capital increase. -
Subject to the
above mentioned
cash capital
increase,
Portugal
Telecom will
subscribe a
capital increase
in kind of
approximately
R$6.1 billion
(Euro 2.0 billion)
fully subscribed
with
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contribution of
all the shares
directly or
indirectly held
by Portugal
Telecom in
companies that
hold (i) all of
its operating
assets,
excluding
those directly
or indirectly
held in Oi and
Contax, and
(ii) the
respective
liabilities as of
the date of
contribution;
these net assets
will be subject
to a valuation
by an
independent
appraiser,
whose report
shall be
submitted to
Oi�s
Shareholders
Extraordinary
Meeting. -
Portugal
Telecom will
subscribe
R$4.8 billion
of debentures
convertible
into shares of
AG and LF, the
proceeds of
which AG and
LF shall use to
repay its
indebtness and
to subscribe
convertible
debentures to
be issued by
Telemar
Participações,
which in turn
will also use
those proceeds
to repay its
own
indebtness. -
Exchange of
Portugal
Telecom�s
interests in
CTX and
Contax for
shares of AG
and LF, which
at that time
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will have only
shares of Oi
and Telemar
Participações. -
Mergers of
Bratel Brasil
(Portugal
Telecom�s
subsidiary that
holds the
investment in
Oi), AG and
LF into
Telemar
Participações. -
Incorporation
of Oi shares
into Telemar
Participações,
so that Oi
becomes a
fully owned
subsidiary of
Telemar
Participações. -
Merger of
Portugal
Telecom into
Telemar
Participações,
with Telemar
Participações
to be the
surviving
company; at
the time of the
merger,
Portugal
Telecom is
expected to
have no
material assets
or liabilities
other than the
investment in
Oi. At the end
of 2013, for the
purpose of
contribution to
the capital
increase in
kind of Oi, as
mentioned
above, Portugal
Telecom
started a
process of
restructuring
their
investments in
order to
concentrate
them directly
or indirectly in
PT Portugal
SGPS, S.A.
(�PT Portugal�, a
subsidiary of
Portugal
Telecom (Note
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8)). With this
purpose,
Portugal
Telecom
completed by
the end of 2013
the sale of
several
investments to
PT Portugal or
its subsidiaries.
The impacts of
these
operations in
terms of cash
flows, capital
gains and
changes in
financial
investments are
discriminated
in Notes 4, 7,
13 and 19. This
process will
only be
completed in
2014. These
financial
statements,
which relate to
the Company
on a standalone
basis, were
prepared in
accordance
with
accounting
principles
generally
accepted in
Portugal (Note
2) and, as such,
the financial
investments
were accounted
for under the
equity method,
as referred to
in Note 3.4. In
these
standalone
financial
statements, the
shareholders�
equity as at 31
December
2013 and 2012
and the net
income for the
years then
ended include
the effect of
the
consolidation
of the
shareholders�
equity and net
income of
Portugal
Telecom�s
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affiliated
companies,
based on their
respective
financial
statements, but
do not include
the effect of
the full
consolidation
of their assets,
liabilities, costs
and revenues.
In accordance
with current
legislation, the
Company
prepared
consolidated
financial
statements in
accordance
with
International
Financial
Reporting
Standards
(�IFRS�) as
adopted by the
European
Union (�EU�),
published
separately.
These
consolidated
financial
statements
include the
financial
statements of
the companies
in which
Portugal
Telecom holds
management
control. In this
respect, it
should be
noted the
adoption in
2013 of IFRS
11 Joint
Arrangements,
according to
which
investments in
joint ventures
(namely Oi,
Contax and its
controlling
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shareholders) shall
be recognized
retrospectively
using the equity
method of
accounting,
instead of the
proportional
consolidation
method, as
previously
permitted by IAS
31. The financial
statements for the
year ended 31
December 2013
were approved by
the Board of
Directors and
authorized for
issue on 24 March
2014 and are still
subject to approval
by the General
Meeting of
Shareholders
under the
commercial
legislation in
Portugal. 2. Basis
of presentation
These financial
statements were
prepared based on
Decree-law nº.
158/2009, dated
13 July, and in
accordance with
the Conceptual
Structure,
Accounting and
Financial
Reporting
Standards (�NCRF�)
and Interpretative
Standards, as
approved by
Notices nº
15652/2009,
15653/2009 and
15655/2009 of the
General-Secretary
of the Ministry of
Finance, dated 27
August, which
make up the New
Portuguese
accounting
system, named
�Sistema de
Normalização
Contabilística�
(�SNC�). The
Company adopted
NCRF for the first
time in 2010 and
applied for this
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purpose the �NCRF
3 Adoption For
The First Time of
NCRF� (�NCRF 3�),
with the transition
date being 1
January 2009 for
the purposes of the
presentation of
these financial
statements. As
permitted by
Decree-Law nº.
158/2009, the
Company also
applies the
International
Financial
Reporting
Standards
(�IAS/IFRS�) and
related
interpretations
(�SIC/IFRIC�)
issued by the
International
Accounting
Standards Board
(�IASB�), in order to
fill in the gaps or
omissions in SNC
regarding specific
situations of
certain
transactions. The
consolidated
financial
statements of
Portugal Telecom
are prepared, since
1 January 2005, in
accordance with
IFRS as adopted
by the European
Union, which are
applicable to the
listed companies
in the European
Union. Therefore,
the shareholders�
equity as at 31
December 2013
and 2012 and the
net income for the
years then ended
that are included
in the consolidated
financial
statements of
Portugal Telecom
differ from the
amounts presented
in these standalone
financial
statements. The
reconciliation of
shareholders�
equity as at 31
December 2013
and net income for
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the year then
ended, attributable
to the Company�s
shareholders,
between
standalone (under
NCRF) and
consolidated
financial
statements (under
IFRS), is as
follows:
Reconciliation
between NCRF
and IFRS (Euro
million) Ne t
income
Shareholders'
equity In
accordance with
NCRF
34181,552.9
Amortization of
goodwill and
licenses (IAS 36
and 38) (15.3)
124.8 Financial
instruments (IAS
39) (0.1) - Sale of
CTM - Difference
between CTA's
recycled to net
income under
IFRS and SNC 4.6
- Costs incurred
directly
attributable to
business
combinations
(IFRS 3) - (26.5)
Subsidies for
investments (IAS
20) - (9.8) In
accordance with
IFRS 331.01,641.3
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Main
accounting
policies,
judgments and
estimates These
standalone
financial
statements
were prepared
on a going
concern basis
of accounting.
The main
accounting
policies used in
the preparation
of these
standalone
financial
statements are
described
below and were
applied
consistently.
3.1. Tangible
fixed assets
Tangible fixed
assets are
stated at
acquisition
cost, which
includes the
amount paid to
acquire the
asset and any
expenses
directly
attributable to
bringing the
assets to the
location and
condition
necessary for
their operation.
Tangible fixed
assets are
depreciated on
a straight-line
basis from the
month they are
available for
use. The
depreciation
rates reflect the
useful life of
each class of
assets, as
follows: The
gains and
losses resulting
from any
write-off or
disposal are
determined by
the difference
between the
amount
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received and
the carrying
value of the
asset, and are
recognized in
the income
statement when
the write-off or
disposal
occurs. 3.2.
Leases Leases
are classified as
finance leases
whenever the
terms of the
lease transfer
substantially all
the risks and
rewards of
ownership to
the lessee. The
remaining lease
contracts are
considered
operating
leases. The
classification of
leases depends
on the
substance of
the transaction
and not on the
form of the
contract. Assets
acquired under
finance leases
and the
corresponding
liabilities are
accounted for
at the
beginning of
the contract as
the lower
amount
between the
fair value of the
assets and the
present value
of minimum
lease payments.
Rents include
the
reimbursement
of the liability
and interest
expense, with
interest being
recognized in
the income
statement based
on a periodic
interest rate
over the
remaining
liability. Under
operating
leases, rents are
recognized on a
straight-line
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basis during the
period of the
lease. Asset
class Years of
useful life
Transportation
equipment 4
Administrative
equipment 3 - 8
Other tangible
fixed assets 4 -
8
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Business
combinations
and goodwill
Acquisitions
of subsidiaries
are accounted
for based on
the purchase
method. On
the acquisition
date, the
purchase price
includes the
following
components:
(a) the fair
value of assets
acquired; (b)
the fair value
of liabilities
incurred; (c)
the fair value
of equity
instruments
issued by the
Company in
exchange for
the control of
the subsidiary;
and (d)
expenses
directly
attributable to
the
acquisition.
When
applicable, the
purchase price
includes the
effect of
contingent
payments
agreed upon
under the
terms of the
transaction,
with
subsequent
changes in
those
payments
being recorded
as an
adjustment to
goodwill. Any
excess of the
acquisition
cost over the
fair value of
net assets
acquired and
contingent
liabilities of
the acquired
company, at
the date of
acquisition, is
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recorded as
goodwill, in
accordance
with �NCRF 14
Business
Combinations�
(�NCRF 14�). If
the acquisition
cost is lower
than the fair
value of
identifiable
net assets, the
difference is
recorded as a
gain in net
income. As
provided for
in NCRF 3,
the Company
applies NCRF
14 only to
acquisitions
occurred after
1 January
2009.
Goodwill is
not amortized,
but tested for
impairment
losses on an
annual basis
or whenever
there is
evidence of a
potential loss
of value. For
impairment
test purposes,
goodwill is
allocated to
cash
generating
units. Any
impairment
loss is
recognised in
the income
statement of
the period, and
cannot be
reversed in a
subsequent
period. 3.4.
Financial
investments
Subsidiaries
are those
entities over
which the
Company has
the power to
govern the
financial and
operating
policies of the
entity,
generally
represented by
the majority of
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the voting
rights.
Associated
companies are
entities over
which the
Company has
a significant
influence but
not control,
generally
represented by
stakes
between 20%
and 50% of
voting rights.
Financial
investments in
subsidiaries
and associated
companies are
recorded
under the
equity method
of accounting.
Under this
method,
financial
investments
are initially
recorded at
acquisition
cost and
subsequently
adjusted for
the changes,
after the
acquisition
date, in the
Company�s
share in the
net assets of
those entities.
Portugal
Telecom�s
earnings
include its
share in the
earnings of its
subsidiaries
and associated
companies.
Financial
investments in
foreign
entities are
translated to
Euros using
the exchange
rates
prevailing at
the balance
sheet date,
while the
Company�s
share in the
earnings of
those entities
is computed
based on the
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average
exchange rates
for the
reported
period. The
effect of
translation
differences is
recognised in
shareholders�
equity under
the caption
�Adjustments
to financial
assets�, and is
transferred to
net income
upon the
disposal of a
foreign entity
or the
transmission
of the
investment
through
another way.
The exchange
rates used in
the translation
of the main
foreign
entities (held
directly or
indirectly by
Portugal
Telecom) are
as follows:
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Financial
investments are
evaluated
whenever there is
evidence they
may be impaired
and the related
impairment
losses are
recorded in the
income
statement. Gains
obtained in
transactions with
subsidiaries and
associated
companies are
eliminated
proportionally to
the Company�s
share in those
entities, against a
reduction in the
financial
investment.
Capital gains
resulting from
the disposal of
subsidiaries and
associated
companies within
the Group are
deferred or
reversed until the
date these
investments are
disposed of to a
third party.
Whenever these
gains are
deferred, their
recognition in
earnings is made
under the caption
�Equity in
earnings/(losses)
of affiliated
companies�, on
the proportion
that goodwill or
assets and
liabilities
identified in the
allocation of the
purchase price
recorded by the
acquirer is
recognized in
earnings.
Additional
capital
contributions and
loans granted to
subsidiaries and
associated
companies are
recorded at
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nominal value,
reduced by
adjustments for
estimated losses,
if applicable. 3.5.
Accruals The
Company records
its revenue and
expenses as they
are generated or
incurred,
regardless of
when they are
received or paid,
respectively. 3.6.
Income taxes
Income tax
expense
corresponds to
the sum of
current and
deferred taxes.
Deferred taxes
are recognized in
earnings except
when they relate
to items recorded
directly in
shareholders�
equity, in which
case they are also
recorded in
shareholders�
equity. Portugal
Telecom adopted
the Special
Taxation Regime
for Groups of
Companies
(�RETGS�), as
defined in
Section 69 of the
Corporate
Income Tax
Code (�IRC�),
which applies to
all companies in
which it holds,
directly or
indirectly, at
least 90% of the
share capital and
that,
simultaneously,
are located in
Portugal and are
subject to
corporate income
tax. Any gain
generated by the
Group as a result
of the adoption
of this regime,
resulting from
tax losses of the
companies
included in the
tax
consolidation, is
recorded in
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earnings under
the caption
�Equity in
earnings/(losses)
of affiliated
companies� (Note
19). The
companies which
are not under this
regime are
subject to
corporate income
tax on a
standalone basis,
based on the
respective
taxable profits
and tax rates. 2 0
13 2 0 12
Currency Closing
balance Ave rage
Closing balance
Ave rage
American dollar
1.3791 1.3281
1.3194 1.2848
Brazilian Real
3.2576 2.8685
2.7036 2.5084
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current income
tax is
computed
based on the
estimated
taxable income
for corporate
income tax
purposes,
based on the
statutory tax
rate in
Portugal,
which is
increased
through a
municipal tax
and/or through
an additional
state surcharge
depending on
the collectible
profit of the
year (Note 10).
The income
tax expense
recorded in the
financial
statements was
determined in
accordance
with �NCRF 25
Income Taxes�.
In determining
income tax
expense for the
year, besides
the current tax
based on profit
before-tax
adjusted in
accordance
with the tax
legislation, it is
also
considered the
effects of
temporary
differences
between
income before
tax and taxable
income
originated in
the year or in
preceding
years.
Deferred taxes
correspond to
the temporary
differences
between assets
and liabilities
for accounting
purposes and
the related
amounts for
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taxable
purposes.
Deferred tax
assets and
liabilities are
computed and
evaluated
annually, using
the tax rates
which are
expected to be
in force at the
date of
reversal of
these
temporary
differences.
Deferred tax
assets are
recorded only
when there is a
reasonable
expectation of
sufficient
future tax
profits which
allow for their
use. As at the
balance sheet
date the
Company
conducts a
reassessment
of the
temporary
differences
originating
deferred tax
assets, in order
to record
deferred tax
assets not
recognized
previously
and/or to
reduce the
amount of
deferred tax
assets that are
recognized,
based on the
current
estimate of its
recoverable
amount. 3.7.
Accounts
receivable
Accounts
receivable are
initially
recognized at
fair value, and
subsequently
measured at
amortized cost,
based on the
effective
interest rate
method,
reduced by
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impairment
losses.
Impairment
losses for
doubtful
accounts
receivable are
computed
based on the
evaluation of
the estimated
risks resulting
from the
non-collection
of receivables
and are
recorded in the
income
statement. 3.8.
Non-current
assets held for
sale
Non-current
assets and
disposal
groups are
classified as
held for sale if
their carrying
amounts will
be recovered
primarily
through a sale
transaction
rather than
through
continuing use.
This condition
is regarded as
met only when
the subject
transaction is
highly
probable and
the asset or
group of assets
is available for
immediate sale
in its present
condition. The
sale should be
completed
within one
year as from
the date the
asset was
classified as
held for sale.
Non-current
assets
classified as
held for sale
are measured
at the lower of
the assets�
previous
carrying
amount or the
fair value less
costs to sell.
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Provisions and
contingent
liabilities The
Company
recognizes
provisions when
there is a
present
obligation as a
result of a past
event, it is
probable that an
outflow of
resources
embodying
economic
benefits will be
required to
settle the
obligation and a
reliable estimate
can be made of
the amount of
the obligation.
Where any of
the above
mentioned
criteria is not
accomplished,
the Company
discloses the
event as a
contingent
liability, unless
the cash outflow
is remote.
Provisions are
recognized for
an amount
corresponding
to the present
value of the best
estimate, at the
reporting date,
of the resources
needed to settle
the obligation.
That estimate is
determined
considering the
risks and
uncertainties
associated with
the obligation.
Provisions are
reviewed at the
end of each year
and adjusted for
in order to
reflect the best
estimate as of
that date. 3.10.
Loans obtained
Loans obtained
are initially
recognized at
fair value, net of
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transaction costs
incurred, and
subsequently
presented at
amortized cost,
based on the
effective interest
method.
Exchangeable
bonds issued by
Portugal
Telecom are
recognized as
compound
instruments,
comprising the
following two
components: (i)
the present
value of the
debt, estimated
through the
prevailing
market interest
rate for similar
non-convertible
debt, which is
recorded as a
financial
liability; and (ii)
the fair value of
the embedded
option for the
holder to
convert the
bond into
equity, which is
recorded
directly in
shareholders�
equity. As of the
balance sheet
date, the debt
component is
recognized at
amortized cost
and the
shareholders�
equity
component is
recognized at
the initial value.
3.11. Treasury
shares Equity
swap contracts
on own shares
that include an
option
exercisable by
Portugal
Telecom for
physical
settlement are
recognised as a
financial
liability and a
corresponding
reduction of
shareholders�
equity, and are
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accounted for as
an acquisition of
treasury shares
on the inception
date of the
contract. Shares
of Portugal
Telecom
acquired by its
subsidiaries are
recognized in
the Balance
Sheet as
treasury shares
at the
acquisition cost,
based on the
Portugal
Telecom�s
effective interest
in those entities.
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Balance sheet
classification
Realizable
assets and
liabilities due
over a period
greater than
one year from
the balance
sheet date are
classified
under
non-current
assets and
non-current
liabilities,
respectively, at
present value.
3.13. Foreign
currency
transactions
and balances
Transactions
denominated
in foreign
currencies
(different from
the Company´s
domestic
currency) are
translated to
Euros at the
exchange rates
prevailing at
the time the
transactions
are made.
Assets and
liabilities in
foreign
currency for
which there is
no agreement
for fixing an
exchange rate
are translated
to Euros using
the exchange
rates
prevailing at
the balance
sheet date.
Favourable or
unfavourable
exchange rate
differences
arising from
the differences
between
exchange rates
in force at the
date of the
respective
transactions
and those
applying on
the date of
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collection or
payment or at
the balance
sheet date are
recorded as
gains and
losses in the
income
statement.
Assets and
liabilities as at
31 December
2013 and 2012
were translated
into Euros
using the
following
exchange rates
to the Euro
reported by the
Portuguese
Central Bank:
3.14. Financial
assets and
liabilities
Financial
assets and
liabilities are
recognized in
the balance
sheet when the
Company
becomes part
of the
corresponding
contractual
terms, and are
classified in
the following
categories: (a)
at cost or
amortized
cost; and (b) at
fair value, with
the respective
changes being
recorded in the
income
statement. (a)
Financial
assets and
liabilities at
cost or
amortized cost
Assets and
liabilities are
classified at
cost or
amortized cost
if they: (a)
have a defined
maturity; (b)
have a fixed or
determined
income; and
(c) don�t
represent or
include a
derivative
financial
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instrument.
Assets and
liabilities
classified in
this category
are measured
at amortized
cost reduced
by
accumulated
impairment
losses (for
financial
assets) and
correspond
primarily to
the following
asset and
liability
captions
included in the
Company�s
balance sheet:
- Loans
included under
the caption
�Financial
investments -
equity method
of accounting�
Currency
20132012
American
dollar 1.3791
1.3194
Brazilian Real
3.2576 2.7036
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23 - Loans obtained -
Balances with Group
companies - Suppliers
- Accrued expenses -
Advances to suppliers
- State and other
public entities - Other
accounts receivable
and payable - Other
financial assets and
liabilities - Cash and
bank deposits
Amortized cost is
determined through
the effective interest
method. The effective
interest rate is the one
that discounts the
estimated future
payments and receipts,
during the term of the
financial instrument,
to the carrying value
of the financial asset
or liability. (b)
Financial assets and
liabilities at fair value
All the remaining
financial assets and
liabilities not included
in the category �cost or
amortized cost� are
recognized at fair
value. These financial
assets and liabilities
correspond primarily
to interest and
exchange rate
derivative financial
instruments. The
changes in the fair
value of these
derivatives are
recognized through
shareholders� equity or
profit and loss,
depending on whether
those derivatives meet
or not the criteria for
hedge accounting,
respectively. These
changes in fair value
are recorded under the
caption
�Increases/(reductions)
in fair value� (Note 22).
(c) Impairments on
financial assets
Financial assets
included under the
caption �cost or
amortized cost� are
subject to impairment
tests by the end of
each year. Such assets
are impaired when
there is clear evidence
that, as a result of one
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or more events
occurred after its
initial recognition,
their future estimated
cash flows will be
affected. For assets
measured at amortized
cost, the impairment
loss corresponds to the
difference between the
carrying amount of the
asset and the present
value of the revised
future estimated cash
flows discounted
using the initial
effective interest rate.
For financial assets
measured at cost, the
impairment loss
corresponds to the
difference between the
carrying amount of the
asset and the best
estimate of the asset�s
fair value.
Subsequently, if there
is a reduction in the
impairment loss as a
result of an event
occurred after the
initial recognition of
the loss, the
impairment should be
reversed through
earnings. The reversal
is recognized up to the
limit of the amount
that would be recorded
(at amortized cost) if
the loss had not been
initially recognized.
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| 2013 24 (d)
Derecognition
of financial
assets and
liabilities The
Company
derecognizes
financial assets
when its
contractual
rights to obtain
the asset�s cash
flows expire,
or when it
transfers to
another entity
all the
significant
risks and
rewards
associated
with the
ownership of
those assets.
The Company
derecognizes
financial
liabilities only
when the
corresponding
obligation is
settled,
cancelled or
expires. 3.15.
Main
accounting
estimates and
judgements To
prepare the
standalone
financial
statements
under NCRF,
the Company�s
management
uses estimates
and
assumptions
that have an
effect in the
application of
accounting
policies and in
the amounts
reported.
Estimates and
judgments are
continually
evaluated and
are based on
historical
experience and
other factors
including
expectations of
future events
that are
believed to be
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reasonable
under the
circumstances
on which the
estimate was
based, or as a
result of new
information or
more
experience.
The main
accounting
estimates
reflected in the
financial
statements
relate to the
impairment
tests of
financial
investments
and the
evaluation of
the fair value
of financial
instruments.
The Company
tests annually
its financial
investments
for
impairment,
whenever they
present
evidence of
impairment,
including
severe decline
in the
operations
activity of the
affiliated
company.
Under this
analysis, the
recoverable
amounts of the
financial
investments
are determined
based on
value-in-use
calculations.
The use of this
method
requires the
estimate of
future cash
flows expected
to arise from
the continuing
operation for
each of the
subsidiaries,
the choice of a
growth rate to
extrapolate
cash flow
projections
and the
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estimate of a
suitable
discount rate
for each cash
generating
unit. Estimates
used are based
on the best
information
available
during the
preparation of
financial
statements,
although
future events,
neither
controlled nor
foreseeable by
the Company,
could occur
and have an
impact on
those
estimates. In
accordance
with �NCRF 4
Accounting
Policies,
Changes in
Estimates and
Errors� (�NCRF
4�), changes to
these estimates
that occur after
the date of the
financial
statements are
recognized in
net income,
using a
prospective
methodology.
3.16. Events
occurred after
the balance
sheet date
Events
occurred after
the balance
sheet date that
provide
additional
information
about
conditions
existing at the
balance sheet
date are
reflected in the
financial
statements.
Events
occurred after
the balance
sheet date that
provide
information
about
conditions that
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occur after the
balance sheet
date are not
reflected in the
financial
statements, but
are disclosed
in the notes to
the financial
statements, if
material.
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2013 25 4. Cash
flows The
caption �Cash
and cash
equivalents� of
the statement of
cash flows
includes cash on
hand and bank
deposits readily
convertible to a
known amount
of cash. The
Company is
exposed to a
liquidity risk if
its sources of
funding,
including cash
balances,
operating cash
inflows,
divestments,
credit lines and
cash flows
obtained from
financing
operations, do
not match its
financing needs,
such as
operating and
financing
outflows,
investments,
shareholder
remuneration
and debt
repayments.
Based on the
cash flows
generated by
investing
activities,
mainly from
dividends and
interest received
from affiliated
companies, and
on the available
cash and cash
equivalents plus
undrawn
committed
standby
facilities and
underwritten
commercial
paper
agreements, as
detailed below,
the Company
believes that it
will be able to
meet its
obligations.
Considering the
centralized cash
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management
system
implemented by
the Company
for its
operations in
Portugal, under
which the
companies that
are included in
this system can
finance its cash
requirements
through
Portugal
Telecom, the
Company
manages the
liquidity risk of
its Group
operations in
Portugal. In
order to reduce
this risk,
Portugal
Telecom seeks
to maintain a
liquidity
position and an
average
maturity of debt
that allows the
repayment of
short-term loans
obtained and,
simultaneously,
the payment of
all contractual
obligations, as
mentioned
above. As at 31
December 2013,
the amount of
available cash
from Group
operations in
Portugal, plus
the undrawn
amount of
underwritten
commercial
paper lines
(cash
immediately
available upon a
2 or 3-days
notice) and
committed
standby
facilities
amounted to
Euro 3,205
million, while
average
maturity of net
debt was 4.0
years. The
capital structure
of Portugal
Telecom is
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managed in
order to ensure
that its
businesses will
be able to
continue as a
going concern
and to maximize
the return to
shareholders.
The capital
structure of the
Group includes
loans obtained,
cash and cash
equivalents and
equity
attributable to
equity holders
of the parent,
comprising
issued capital,
treasury shares,
reserves and
accumulated
earnings.
Portugal
Telecom
reviews
periodically its
capital structure
considering the
risks associated
with each of the
above
mentioned
classes of its
capital structure.
The cash flow
statement was
prepared in
accordance with
�NCRF 2
Statement of
Cash Flows�,
with the
following
aspects being
worth
mentioning.
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2013 26 (a)
Cash receipts
(payments)
relating to
income taxes In
years ended 31
December 2013
and 2012, this
caption has the
following
composition: (a)
This caption
includes (1)
cash receipts
from affiliated
companies
related to
payments on
account of
income tax to be
settled in the
following year,
amounting to
Euro 96,821,779
in 2013 and
Euro 90,056,806
in 2012 (Note
8), (2) the
settlement of the
fourth and last
installment
regarding the
previous year
income tax,
which amounted
to a cash receipt
of Euro
18,641,756 in
2013 and a
payment of Euro
34,428,543 in
2012, and (3)
cash receipts of
Euro 3,393,473
in 2013 and
Euro 5,414,818
in 2012 related
to additional tax
assessments
from previous
years made by
affiliated
companies. (b)
In 2013 and
2012, Portugal
Telecom made
the Additional
Payments on
Account of Euro
5.5 and 5.6
million each,
totaling Euro
16.4 million and
16.9 million
respectively. In
2013, the
Company made
two special
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payment on
account of Euro
0.1 million. In
2012, the
Company did
not made any
payment on
account due to
the tax losses
generated in
2012 and 2011.
(c) This caption
corresponds to
refunds obtained
as a result of
payments on
account made in
the previous
year in excess of
the tax payable
calculated under
the tax
consolidation
regime of
Portugal
Telecom. (b)
Other cash
receipts
(payments), net
In the year
ended 31
December 2013,
net other cash
payments
amounted to
Euro 2,869,175
compared to net
other cash
receipts of Euro
7,393,639 in
2012. This
change is
primarily
explained by a
cash receipt of
Euro 10.2
million in 2012,
corresponding to
services
rendered to
Vivo between
April and
August 2008
under the
management fee
contract entered
into with this
entity in
previous years,
and by lower
contributions
made to Páginas
Amarelas under
the respective
shareholders
agreement,
which amounted
to Euro 4.5
million in 2012,
situation that is
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no longer
provided for in
agreement
entered into
following the
restructuring
shareholder of
this company
(Note 7). (c)
Payments (cash
receipts)
resulting from
short-term
financial
applications In
the year ended
31 December
2013 the
Company made
short-term
investments in
the amount of
Euro
200,000,000,
due in 7 January
2014 and with a
coupon of
3.75%. In the
year ended 31
December 2012,
short-term
financial
applications,
made in 2011,
amounting to
Euro 60,000,000
were settled at
maturity on 16
April 2012.
Euro 2013 2012
Collections from
subsidiaries
within RETGS,
net (a)
118,857,008
61,043,081
Payments on
account made
by the Company
(b) (16,541,317)
(16,873,344)
Income tax
reimbursements
related to the
previous year
(c) 6,018,231
21,612,997
Other 397,749
2,154,276
108,731,671
67,9 37,010
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2013 27 (d)
Cash receipts
resulting from
financial
investments In
the years ended
31 December
2013 and 2012,
this caption has
the following
composition:
Euro 2013 2012
Reimbursement
of additional
paid in capital
contributions
(Note 7): PT
Portugal
2,100,000,000 -
PT Compras
35,500,000 - PT
Investimentos
Internacionais
("PT II")
13,100,000 -
Africatel
Holdings B.V.
("Africatel")
1,687,500 Yunit
Serviços
("Yunit") -
2,228,328
2,150,287,500
2,228,328
Disposal of
financial
investments:
Africatel
1,789,312,500 -
PT Imobiliária
(Note 7)
11,499,672 - PT
Compras
293,965 -
Euroscom
121,305 - TMM
3,831 -
Multicert 10 -
PT BlueClip
(Note 7) -
50,000
1,801,231,283
50,000
Repayment /
disposal of
loans granted in
connection with
the disposal of
financial
investments:
Africatel (Note
8) 313,605,020 -
Sportinveste
(Note 7)
32,618,669 -
Yunit (Note 7)
2,228,329 - PT
Imobiliária
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660,000 - TMM
11,609 -
349,123,627 -
Share capital
reductions (Note
7): Africatel -
38,475,000 -
38,475,000
Other cash
receipts:
Previsão (Note
7) 1,850,426 -
1,850,426 -
4,302,492,836
40,753,328
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2013 28 (e)
Cash receipts
(payments)
resulting from
loans granted In
the years ended
31 December
2013 and 2012,
cash receipts
resulting from
the
reimbursement
of loans granted,
net of cash
payments
resulting from
new loans
granted,
amounted to
Euro
1,216,969,482
and Euro
197,584,298,
respectively, and
are as follows:
(f) Dividends
received In the
years ended 31
December 2013
and 2012, this
caption has the
following
composition: (g)
Payments
resulting from
financial
investments In
the years ended
31 December
2013 and 2012,
this caption has
the following
composition
(Note 7): Euro
2013 2012
Intercompany
loans within
centralized cash
management: PT
Comunicações
(224,357,190)
472,157,596 PT
Centro
Corporativo
(42,560,777)
4,558,065 PT
Portugal
(32,889,653)
36,216,170 PT
Participações
(6,348,960)
60,965 PT
Sistemas de
Informação ("PT
SI") (2,961,131)
(440,092) PT
Sales
(1,420,785)
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341,571 PT Pro,
Serviços
Administrativos
e de Gestão
Partilhados, S.A.
("PT Pro")
(872,393)
110,234 PT
Inovação
2,386,252
(12,817,737) PT
Contact
25,045,265
(10,084,749)
MEO S.A.
46,200,260
(37,804,380)
Other companies
(9,780)
2,806,833
(237,788,892)
455,104,476
Loans granted:
PT Portugal
(Note 8)
(979,000,000)
(255,000,000)
Yunit Serviços
(Note 7) -
(2,228,328) PT
Imobiliária
(Note 8)
(290,000)
(370,000)
(979,290,000)
(257,598,328)
Reimbursement
of loans granted:
INESC 109,410
78,150 109,410
78,150
(1,216,969,482)
197,584,298
Euro 2013 2012
PT Participações
24,000,000
24,000,000
Africatel
18,750,000 -
Portugal
Telecom
Internacional
Finance BV
("PT Finance")
6,705,439
20,838,588 PT
Centro
Corporativo
916,068
1,679,147 Vortal
(Note 25)
42,341 -
50,413,848
46,517,735 Euro
2013 2012 Share
capital increases
: PT Portugal
2,100,000,000 -
PT Participações
1,857,920,000 -
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PT Compras
34,150,000 - PT
SI 3,000,000 - 3
,9 9 5 ,0 7 0 ,0 0
0 - Other
operations:
Acquisition of
shares PT Brasil
8,869 -
Incorporation of
PT BlueClip -
50,000
3,995,078,869
50,000

Edgar Filing: PORTUGAL TELECOM SGPS SA - Form 6-K

91



Annual Report |
2013 29 (h) Cash
receipts (payments)
resulting from loans
obtained In the years
ended 31 December
2013 and 2012, cash
receipts from loans
obtained, net of
loans repaid,
amounted to receipts
of Euro
1,570,435.601 and
payments of Euro
50,777,262,
respectively, and are
as follows: (i) Cash
and cash equivalents
As at 31 December
2013 and 2012, this
caption has the
following
composition: 5.
Changes in
accounting policies
and estimates and
errors During the
year ended 31
December 2013, PT
Comunicações, a
wholly owned
subsidiary of PT
Portugal, adopted
the revised version
of IAS 19 Employee
Benefits (" IAS 19 ")
issued in June 2011,
and applicable to
fiscal years
beginning on or after
1 January 2013. This
revised standard was
adopted as the
NCRF 28 Employee
Benefits, applicable
to companies that
follow SNC,
provides for the
accounting of
post-employment
benefits related to
defined benefit plans
to be made based on
the revised version
of IAS 19.
Consequently,
Portugal Telecom
reflected in their
standalone accounts
through the equity
method, the effect of
the retrospective
adoption of this
revised standard by
PT Comunicações,
and for this reason
restated the balance
sheet as at 1 January
and 31 December
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2012, and the
income statement for
the year ended 31
December 2012, as
follows: Euro 2013
2012 Commercial
paper 1,575,250,000
(528,250,000) Bank
loan obtained in July
2012 and May 2013
(Note 16.3)
70,000,000
100,000,000 Other
Bank loans
(74,489,181)
7,554,095 Non-
convertible bonds
(Note 16.2) -
400,000,000 Partial
reimbursement of
liabilities on equity
swaps on own shares
(Note 16.6) -
(20,557,440)
Intercompany loans
within centralized
cash management -
(9,255,842) Leases
and other loans
obtained (325,218)
(268,075)
1,570,435,601
(50,777,262) Euro
2013 2012 Cash
2,000 2,000 Bank
deposits
immediately
available
541,960,115
264,012,597
541,962,115
264,014,597 Prior to
IAS 19 amendment
Impacts of IAS 19
amendment Restated
statement ASSETS
Financial
investments - equity
method of
accounting
7,611,950,981
12,573,032
7,624,524,013 Other
assets 2,442,028,640
- 2,442,028,640
Total assets
10,053,979,621
12,573,032
10,066,552,653
SHAREHOLDERS'
EQUITY
Adjustments to
financial assets
(30,932,527)
22,940,573
(7,991,954)
Retained earnings
2,738,716,229
(5,132,722)
2,733,583,507 Net
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income 342,259,821
(5,234,819)
337,025,002 Other
equity items
(321,334,161) -
(321,334,161) Total
share holders' equity
2,728,709, 36 2 12,5
73 ,0 32 2 ,74 1,2 82
,39 4 Total liabilities
7 ,32 5, 27 0,2 5 9 -
7 ,3 25 ,2 70 ,25 9
Total liabilities and
share holders' equity
10,053,979,621
12,573,032
10,066,552,653
Balance sheet as at 1
January 2012
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2013 30 (a) The
negative effect on
net income resulting
from the adoption of
the revised IAS 19
by PT
Comunicações was
fully reflected in
"Gains / (losses) of
affiliated
companies". The
Company did not
adopt any new or
revised standard or
interpretation during
the year ended 31
December 2013, and
did not voluntarily
change other
accounting policies
or accounting
estimates. During
the year ended 31
December 2013, the
Company did not
adjust its financial
statements for any
material errors from
previous years. 6.
Tangible fixed assets
During the years
ended 31 December
2013 and 2012,
movements occurred
in tangible fixed
assets were as
follows: Prior to IAS
19 amendment
Impacts of IAS 19
amendment Restated
statement ASSETS
Financial
investments - equity
method of
accounting
7,067,728,382
11,216,030
7,078,944,412 Other
assets 2,033,162,905
- 2,033,162,905
Total assets
9,100,891,287
11,216,0309,
112,107,317
SHAREHOLDERS'
EQUITY
Adjustments to
financial assets
(442,282,981)
26,052,827
(416,230,154)
Retained earnings
2,553,426,828
(10,367,541)
2,543,059,287 Net
income (a)
230,495,403
(4,469,256)
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226,026,147 Other
equity items
(150,564,764) -
(150,564,764) Total
share holders' equity
2,191,074,486
11,216,030
2,202,290,516 Total
liabilities
6,909,816,801 -
6,909,816,801 Total
liabilities and share
holders' equity
9,100,891,287
11,216,030
9,112,107,317
Balance sheet as at
31 December 2012
Euro 2 0 13
Buildings and other
constructions
Transportation
equipment
Administrative
equipment Other
tangible fixed assets
Total Gross amount
Opening balance
111,715 1,276,573
903,273 1,064,394
3,355,955
Acquisitions -
356,326 - - 356,326
Disposals -
(321,149) - -
(321,149) Transfers
and write- offs -
(87,928) (642,196)
(2,206) (732,330)
Closing balance
111,715 1,223,822
261,077 1,062,188
2,658,802
Accumulated
depreciation
Opening balance
111,715 811,981
894,174 107,178
1,925,048
Depreciation -
232,534 4,755 -
237,289 Disposals -
(267,610) - -
(267,610) Transfers
and write- offs -
(25,024) (642,196)
(2,206) (669,426)
Closing balance
111,715 751,881
256,733 104,972
1,225,301 Carrying
amount - 471,941
4,344 957,216
1,433,501
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2013 31 7.
Financial
investments -
equity method
of accounting
During the years
ended 31
December 2013
and 2012, the
movements
occurred in this
caption were as
follows: Euro
2012 Buildings
and other
constructions
Transportation
equipment
Administrative
equipment Other
tangible fixed
assets Total
Gross amount
Opening balance
111,715
1,302,660
903,600
1,064,778
3,382,753
Acquisitions -
301,207 - -
301,207
Disposals -
(327,294) (327)
(384) (328,005)
Closing balance
111,715
1,276,573
903,273
1,064,394
3,355,955
Accumulated
depreciation
Opening balance
111,715 825,066
889,746 107,562
1,934,089
Depreciation -
274,821 4,755 -
279,576
Disposals -
(287,906) (327)
(384) (288,617)
Closing balance
111,715 811,981
894,174 107,178
1,925,048
Carrying
amount -
464,592 9,099
957,216
1,430,907 Euro
2013
Investments in
subsidiary
companies
Additional paid
in capital
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contributions in
subsidiary
companies
Investments in
associated
companies
Goodwill Loans
to associated
companies
Advance s for
financial
investments
Total Gross
amount Opening
balance
1,658,651,324
5,356,337,500
6,227,436
61,419,919
5,067,148 -
7,087,703,327
Increases
3,995,078,869 -
- - - -
3,995,078,869
Reductions
(634,012,075)
(2,150,287,500)
(1,995,203) -
(5,067,148) -
(2,791,361,926)
Equity method
(473,732,021) -
(3,447,311) - - -
(477,179,332)
Dividends
(50,371,507) - -
- - -
(50,371,507)
Other 3,983,343
- 103,584 - - -
4,086,927
Closing balance
4,499,597,933
3,206,050,000
888,506
61,419,919 - -
7,767,956,358
Impairment
losses Opening
balance - -
6,170,175 -
2,588,740 -
8,758,915
Increases - - -
16,129,000 - -
16,129,000
Reductions - -
(4,893,349) - - -
(4,893,349)
Other - - - -
(2,588,740) -
(2,588,740)
Closing balance
- - 1,276,826
16,129,000 - -
17,405,826
Carrying
amount
4,499,597,933
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3,206,050,000
(388,320)
45,290,919 - -
7,750,550,532
Euro 2012
Investments in
subsidiary
companies
Additional paid
in capital
contributions in
subsidiary
companies
Investments in
associated
companies
Goodwill Loans
to associated
companies
Advance s for
financial
investments
Total Gross
amount Opening
balance
2,190,555,609
5,356,337,500
(17,001,050)
61,419,919
37,763,966
32,000
7,629,107,944
Increases 50,000
- - - 2,228,328 -
2,278,328
Reductions
(38,525,000) -
(1,033,648) -
(2,306,478) -
(41,865,126)
Equity method
(440,563,194) -
(3,734,466) - - -
(444,297,660)
Dividends
(46,517,735) - -
- - -
(46,517,735)
Non- current
assets held for
sale - -
27,996,600 -
(32,618,668) -
(4,622,068)
Other
(6,348,356) - - -
- (32,000)
(6,380,356)
Closing balance
1,658,651,324
5,356,337,500
6,227,436
61,419,919
5,067,148 -
7,087 ,703,327
Impairment
losses Opening
balance - -
1,995,191 -
2,588,740 -
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4,583,931
Increases - -
4,174,984 - - -
4,174,984
Closing balance
- - 6,170,175 -
2,588,740 -
8,758,915
Carrying
amount
1,658,651,324
5,356,337,500
57,261
61,419,919
2,478,4 0 8 -
7,078,944,412
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2013 32 a)
Increases In the
years ended 31
December 2013
and 2012,
increases in
financial
investments
recorded by the
equity method
of accounting,
including
goodwill and
loans granted to
associated
companies,
were as follows
(Note 4): (a)
During the year
ended 31
December 2011,
Portugal
Telecom
granted
additional paid
in capital
contributions to
the associated
company Yunit.
In 2012, these
additional paid
in capital
contributions
were reimbursed
and Portugal
Telecom
granted loans to
Yunit by the
same amount. b)
Reductions In
the years ended
31 December
2013 and 2012,
reductions in
financial
investments
recorded by the
equity method
of accounting
were as follows:
(a) In
connection with
the
reorganization
of the
shareholdings
held by Portugal
Telecom (Note
1), the company
sold these
investments in
2013 to
subsidiaries
directly or
indirectly
wholly owned
by Portugal
Telecom. (b)
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This caption
corresponds to
the effect of an
agreement
entered into
with a third
party for the
sale of the 25%
stake in this
company. As a
result of this
agreement,
Portugal
Telecom
recognized this
investment by
its recoverable
amount and, for
that purpose,
recorded a
capital loss of
Euro 1,033,648
(Note 19) and
an additional
loss of Euro
1,934,984 (Note
19). (c) Under
an agreement
entered into
with PT
Portugal,
Portugal
Telecom
received in 2013
an advance for
the disposal of
the investment
in this entity,
and therefore
recorded it as a
non-current
asset held for
sale as at 31
December 2013.
The completion
of this
transaction is
pending
approval by the
Portuguese
Insurance
Institute. Euro 2
013 20 12 Share
capital increases
at PT Portugal
2,100,000,000 -
Share capital
increases at PT
Participações
1,857,920,000 -
Share capital
increases at PT
Compras
34,150,000 -
Share capital
increases at PT
II 3,000,000 -
Acquisition of
shares of PT
Brasil 8,869 -
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Loans granted
to Yunit (a) -
2,228,328
Incorporation of
PT BlueClip -
50,000 3,99
5,07 8,86 9 2
,27 8,32 8 Euro
2 013 20 12
Reimbursement
of additional
paid in capital
contributions
(Note 4): PT
Portugal
2,100,000,000 -
PT Compras
35,500,000 - PT
II 13,100,000 -
Africatel
1,687,500 -
Yunit -
2,228,328 2
,150 ,2 87 ,5 00
2,2 28 ,3 28
Reductions in
investments in
subsidiary and
associated
companies:
Disposal of
Africatel (a)
620,659,561 -
Disposal of PT
Imobiliária (a)
11,499,672 -
Disposal of
INESC (a)
1,995,192 -
Disposal of
TMM (a) 2,415
- Disposal of
other stakes (a)
12 - Share
capital reduction
at Africatel
(Note 4) -
38,475,000
Disposal of a
stake in Páginas
Amarelas (b) -
1,033,648
Disposal of PT
BlueClip (Note
4) - 50,000 63
4,156 ,8 52 3
9,5 58 ,6 48
Reimbursement
of loans
granted: INESC
2,838,819
78,150 Yunit
(Note 4)
2,228,329 - 5,06
7,148 78 ,150
Other
movements:
Previsão (Note
4) (c) 1,850,426
- 1,8 50 ,4 26 -
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2,79 1,36 1,9 26
4 1,8 65 ,126
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Equity method
of accounting In
the years ended
31 December
2013 and 2012,
the movements
occurred in
investments in
subsidiaries and
associated
companies
resulting from
the application
of the equity
method of
accounting were
recorded as
follows: d)
Dividends
attributed The
detail of
dividends
attributed by
subsidiaries and
associated
companies in the
years ended 31
December 2013
and 2012 is as
follows (Note 4):
e) Non-current
assets held for
sale Sportinveste
On 20 December
2012, Portugal
Telecom reached
an agreement on
a number of
transactions that
will allow
Portugal
Telecom to have
a 25% stake in a
joint-venture that
will combine
Sport TV
Portugal S.A.
(�Sport TV�),
Sportinveste
Multimédia
SGPS, S.A.
(�Sportinveste
Multimédia�) and
P.P. TV -
Publicidade de
Portugal e
Televisão, S.A.
(�PPTV�).
Portugal
Telecom will
contribute its
current 50%
stake in
Sportinveste
Multimédia and
invest, through a
rights issue in

Edgar Filing: PORTUGAL TELECOM SGPS SA - Form 6-K

106



Sport TV, a net
amount of up to
Euro 21 million.
Following these
transactions,
Portugal
Telecom will
own 25% of
Sport TV, which
will incorporate
PPTV and
Sportinveste
Multimédia.
Sport TV
produces one of
the most
complete and
broad sports
content offering
worldwide.
PPTV, which is
fully owned by
Sportinveste,
promotes
television rights.
Sportinveste
Multimédia is
currently equally
owned by
Portugal
Telecom and
Sportinveste
SGPS (50%
each) and its
core business is
the production
and development
of sports
contents through
any multimedia
platform. These
corporate
transactions are
subject to the
approval of the
competent
authorities,
particularly the
Competition
Authority -
Autoridade da
Concorrência,
and to the
accomplishment
of certain
contractual
conditions by the
companies
involved,
including the
conclusion of
Sport TV�s
refinancing
following the
transaction. As a
result of the
above mentioned
agreement, the
investment in
Sportinvest
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Multimedia was
classified as
non-current asset
held for sale and
the book value
amounted to
Euro 4.6 million
at 31 December
2012, including
additional paid
in capital
contributions
and loans
granted in the
amount of Euro
30.0 million and
Euro 2.6 million,
respectively, net
of a provision in
the amount Euro
2 013 20 12
Gains in
affiliated
companies (Note
19) 234,129,864
(66,935,709)
Adjustments to
financial assets
(Note 14)
(711,309,196)
(377,361,951)
(47 7,17 9,33 2)
(4 44 ,2 97 ,6 60
) Euro 2 013 20
12 PT
Participações
24,000,000
24,000,000
Africatel
18,750,000 - PT
Finance
6,705,439
20,838,588 PT
Centro
Corporativo
916,068
1,679,147 5 0,37
1,5 07 46 ,5 17
,7 35
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Euro 28
million. At the
end of 2013,
Portugal
Telecom sold
this investment
to PT
Comunicações
for a total
amount of
Euro
32,618,669
(Note 4),
corresponding
to the nominal
amount of
additional paid
in capital
contributions
and loans
granted to this
entity, having
recorded a
capital gain in
the amount of
Euro
27,964,927
(Note 19). This
transaction was
performed in
the context of
the
reorganization
of the
shareholdings
held by
Portugal
Telecom, for
the purpose of
the merger
with Oi (Note
1). Previsão In
the same
context of the
reorganization
of the
shareholdings,
Portugal
Telecom
reached an
agreement with
PT Portugal at
the end of 2013
for the sale of
the investment
in Previsão and
has received an
advance on
account of this
sale in 2013
(Note 8),
which is
expected to be
completed in
2014, after
obtaining the
authorization
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from the
Portuguese
Insurance
Institute. As a
result of above
mentioned
agreement, the
investment in
Previsão was
classified as
noncurrent
asset held for
sale and the
book value
amounted to
Euro 1.9
million at 31
December
2013. f) Other
movements (a)
As mentioned
in Note 1, in
connection
with the
strategic
partnership
entered into
with Portugal
Telecom, Oi
acquired a total
of 89,651,205
shares of
Portugal
Telecom
during the
years ended 31
December
2011 and 2012,
including
64,557,566
shares in 2011
and 25,093,639
shares in 2012.
The Company�s
stake in these
investments
made by Oi,
amounting to
Euro
148,311,037
and Euro
23,198,433,
respectively,
was recognized
in the Balance
Sheet as own
shares and
deducted from
the financial
investment in
Oi, which in
turn is
reflected in the
Company�s
standalone
Balance Sheet
indirectly
through the
investment in
PT Portugal. In
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addition, in
March 2012,
the Company�s
interest in the
investments
made by Oi in
2011 was
decreased by
an amount of
Euro
12,060,380,
corresponding
to the effect of
the reduction
in the
Company�s
effective stake
in Oi as a
result of the
conclusion of
the corporate
restructuring of
the Oi Group.
Consequently,
the Company�s
interest in the
investments
made by Oi in
the acquisition
of Portugal
Telecom�s
shares,
included in the
Balance Sheet
as treasury
shares,
amounted to
Euro
159,449,090
(Note 14.2) as
at 31
December
2012 and 2013.
(b) Taking into
account the
Company�s
shares held by
Oi are
classified as
own shares in
Portugal
Telecom�s
Balance Sheet,
the accounting
movements
relating to the
payment of
dividends to
such shares,
net of the
related tax
effects, were
presented as an
increase in the
carrying value
of the
investment
held indirectly
in Oi. Euro 2
013 2 012
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Movements
related to Oi's
investment in
Portugal
Telecom
Acquisition by
Oi of Portugal
Telecom's
shares (Note
14.2) (a) -
(23,198,433)
Gain
recognized
directly in
shareholders'
equity in
relation to the
corporate
restructuring at
Oi Group
(Note 14.2) (a)
- 12,060,380
Dividends paid
by Portugal
Telecom in
relation to the
shares held by
Oi (Note 14.6)
(b) 6,774,269
9,067,098
Income tax
paid by Oi in
relation to the
dividends
received from
Portugal
Telecom
(2,303,251)
(4,277,138)
Other
(384,091)
(32,263) 4 ,08
6,927 (6,3
80,35 6)
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Goodwill
Goodwill in
the amount of
Euro
61,419,919
relates to the
directories
business
carried by a
subsidiary of
PT Portugal
and by Páginas
Amarelas. In
the year ended
December
2013, the
Company
recognized an
impairment
loss of Euro
16,129,000 on
this goodwill
due to the
decline of the
directories
business,
which has
intensified in
the recent past
and
culminated on
15 July 2013,
with Páginas
Amarelas
submitting to
the Tribunal de
Comércio in
Lisboa a
Special Plan
for the
Revitalization
of the
company. For
purposes of
impairment
analysis,
goodwill was
allocated to
cash
generating
units. The
recoverable
amount was
computed
based on a
value in use
through a
discounted
cash flow
methodology,
using a
detailed
forecast of
cash flows for
a 4 year
period, which
was prepared
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internally. For
purposes of
impairment
analysis of the
directories
business, the
discount rate
used was
8.8%. 8.
Related parties
8.1. Balances
with Group
companies As
at 31
December
2013 and
2012, the
captions
�Balances with
Group
companies�
included in
current and
non-current
assets and in
current
liabilities have
the following
composition:
(a) As at 31
December
2013 and
2012,
non-current
loans granted
have the
following
composition:
(i) During the
years 2013 and
2012, Portugal
Telecom
granted loans
to this
subsidiary in
the amounts of
Euro 979
million and
Euro 255
million,
respectively
(Note 4); Euro
2 013 20 12
DEBIT
BALANCES
Non- Current
Loans granted
(a)
1,806,200,000
1,155,174,819
Tota l non-
current 1,8 0
6,2 0 0,0 0 0
1,15 5 ,17 4
,819 Current
Intercompany
loans granted
within the
centralized
cash
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management
system (b)
511,845,872
265,695,716
Accounts
receivable
within the tax
consolidation
regime (c)
20,092,250
29,220,041
Other (d)
42,003,456
9,019,282 Tota
l current 57 3
,94 1,5 7 8 3
03 ,9 35 ,0 3 9
Tota l 2 ,3 8
0,14 1,5 7 8
1,4 5 9,109 ,8
5 8 CREDIT
BALANCES
Current
Accounts
payable within
the tax
consolidation
regime (c)
22,096,003
2,544,417
Dividends
attributed
852,327
838,604 Other
(e) 1,952,841
103,439 Tota l
current 2 4 ,90
1,171 3 ,4 86
,4 6 0 Euro 2
013 2 012 PT
Portugal (i)
1,806,200,000
827,200,000
Africatel (ii) -
327,604,819
PT Imobiliária
(Note 4) -
370,000 1,8 06
,20 0,00 0 1,15
5,174 ,819
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This loan
granted to
Africatel is
denominated in
U.S. Dollars.
During the year
ended 31
December
2012, the
change in the
outstanding
balance
corresponds to
a foreign
currency
translation loss
of Euro
6,456,390
(Note 25). At
the end of
2013, as part of
an internal
reorganization,
this loan was
transferred to a
subsidiary
100% owned
by Portugal
Telecom, and
prior to that
Portugal
Telecom
recorded a
foreign
exchange loss
of Euro
13.999.799
euros (Note 25)
in 2013. (b) As
at 31 December
2013 and 2012,
the detail of
loans granted
under the
centralized
cash
management
system in order
to meet
short-term
needs is as
follows: (c) As
at 31 December
2013 and 2012,
these captions
correspond to a
net payable of
Euro 2,003,753
and a net
receivable of
Euro
26,675,624,
respectively,
including
mainly: (1)
income taxes
payable by the
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affiliated
companies
included in the
tax
consolidation
regime,
amounting to
Euro
99,545,344 and
Euro
127,818,236,
respectively;
(2) payments
on account
made by these
companies,
amounting to
Euro
96,821,779 and
Euro
90,056,806
(Note 4),
respectively;
and (3) income
taxes payable
to subsidiaries
in relation to
withholding tax
credits, in the
amounts of
Euro 4,727,318
and Euro
11,085,806,
respectively.
(d) As at 31
December
2013, this
caption
includes Euro
24.4 million
receivable from
PT Portugal
from interest on
loans granted.
(e) As at 31
December
2013, this
caption
includes Euro
1,850,426
related to the
advance on
account of the
sale of the
financial
investment in
Previsão, which
is expected to
finish in 2014,
as mentioned
above (Note 7).
Euro 2 0 13 2 0
12 PT
Comunicações
342,322,397
117,965,207
PT Portugal
90,783,928
57,894,275 PT
Centro
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Corporativo
43,765,831
1,205,054 PT
Inovação
17,586,805
19,973,057 PT
Participações
6,373,532
85,537 PT SI
3,590,131
629,000 PT
Contact
3,552,194
28,597,459 PT
Sales 2,495,805
1,075,020 PT
PRO 825,683 -
MEO S.A. -
37,804,380
Other 549,566
466,727
511,845,872
265,695,716
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Financial
investments in
subsidiaries and
associated
companies As at
31 December
2013 and 2012,
the detail of
Portugal
Telecom�s
financial
investments in its
subsidiaries and
associated
companies is as
follows (Notes 7
and 19): (a) In
2012, the
shareholders�
equity of this
company includes
additional paid-in
capital
contributions
amounting to
Euro 2,250,000,
including Euro
1,687,500 granted
by Portugal
Telecom. (b)
These companies
are not engaged in
any activity. (c)
The shareholders�
equity of this
company includes
additional paid-in
capital
contributions
amounting to
Euro 46,165,181,
of which Euro
30,023,168 were
granted by
Portugal Telecom.
The investment in
this subsidiary, as
explained in Note
7, was classified
as non-current
asset held for sale
as at 31 December
2012, in sequence
of the agreement
on 20 December
2013, with the
goal of creating a
joint venture
composed by
Sport TV,
Sportinveste
Multimedia and
PPTV. In
December 2013,
the investment in
this company was
transferred to PT
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Comunicações.
(d) The shares in
these companies
were sold during
the year ended
December 31,
2013. (e) This
company was sold
in 2014. Euro
2013 2012
Company name %
he ld Financial
investments
Additional paid-
in capital Share
on ne t income %
held Financial
investments
Additional paid-
in capital Share
on ne t income
SUBSIDIARIES:
PT Portugal
100.00%
1,895,140,407
3,206,050,000
(145,759,331)
100.00%
572,566,959
5,306,050,000
(226,525,364)
Africatel (a) (d) -
- - 78,146,107
75.00%
591,801,005
1,687,500
124,688,902 PT
Finance 100.00%
267,318,693 -
15,207,322
100.00%
258,816,811 -
4,105,099 PT
Brasil 99.99%
183,178,459 -
5,800,659 99.99%
211,088,868 -
2,099,510 PT
Participações
100.00%
2,149,710,675 -
277,266,829
100.00%
49,463,152 -
26,370,980 PT
Imobiliária (d) - -
- (256,691)
100.00%
11,756,364 -
(435,049) PT II
100.00%
3,238,603 -
6,096,493
100.00%
(5,857,891)
13,100,000
5,583,089
Previsão �
Sociedade
Gestora de
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Fundos de
Pensões, S.A. - - -
- 82.05%
1,800,409 -
(471,517) PT
Compras (d) - - -
105,282 100.00%
(33,961,317)
35,500,000
364,737 PT
Centro
Corporativo
100.00%
1,011,096 -
922,065 100.00%
1,005,099 -
916,068 Portugal
Telecom Europa
(b) - - - - 98.67%
169,373 - - TMM
(b) (d) - - - -
98.00% 2,492 -
(1,300)
4,499,597,933
3,206,050,000
237,528,735
1,658,651,324
5,356,337,500
(63,304,845)
ASSOCIATED
COMPANIES:
Páginas Amarelas
(e) 19.88%
888,506 -
(3,286,477)
24.88% 4,174,984
- (1,112,773)
INESC (d) - - - -
26.36% 1,995,191
- - Yunit (d) - - -
(162,411) 33.33%
57,251 -
(190,466)
Multicert (b) (d) -
- - - - 10 - -
Sportinveste
Multimédia (c) - -
- - 50.00% - -
(2,327,625)
888,506 -
(3,448,888)
6,227,436 -
(3,630,864) NON-
CURRENT
ASSETS HELD
FOR SALE:
Sportinveste
Multimédia (c) - -
- - 50.00%
(27,996,600)
30,023,168 -
Previsão �
Sociedade
Gestora de
Fundos de
Pensões, S.A.
82.05% 1,850,426
- 50,017 - - - -
1,850,426 -
50,017
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(27,996,600)
30,023,168 -
4,502,336,865
3,206,050,000
234,129,864
1,636,882 ,160
5,386,360,668
(66,935,709)
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2013 38 The main
financial
information
regarding the
above mentioned
entities, except for
those which are
not engaged in
any activity or
which
investments are
fully adjusted for,
is as follows: 8.3.
Balances and
transactions with
related parties As
mentioned in
Note 1, Portugal
Telecom is the
parent company
of the Group and
as such all
companies
included in the
Group were
considered as
related parties.
Besides the
receivables and
payables included
under the captions
�Balances with
Group companies�,
as detailed above
(Note 8.1), the
Company has
other receivables
and payables with
related parties
included in other
captions. The
nature and detail
of the main
balances with
related parties as
at 31 December
2013 and 2012 are
as follows: Euro 2
0 13 2 0 12
Company name
Addre ss Asse ts
Liabilitie s Se rvic
e rende red and sa
le s Ne t income
Sha reholde rs'
equity Asse ts
Liabilitie s Se rvic
e rende red and sa
le s Ne t income
Sha reholde rs'
equity
SUBSIDIARIES:
PT Portugal Av.
Fontes Pereira de
Melo, nº 40 -
Lisbon
10,545,384,508
5,444,194,101 -
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(145,759,331)
5,101,190,407
11,059,954,878
5,181,337,920 -
(226,525,364)
5,878,616,959
Africatel
Naritaweg 165,
Telestone 8, 1043
BW Amsterdam,
Netherlands n.a.
n.a. - 104,194,809
n.a.
1,144,707,951
353,389,945
392,344
166,251,869
791,318,006 PT
Finance
Strawinkylaan
3105, 7º floor -
Amsterdam,
Netherlands
8,470,349,967
8,203,031,274 -
15,207,322
267,318,693
8,702,487,241
8,443,670,430 -
4,105,099
258,816,811 PT
Brasil R.Sampaio
Viana, 277- 5º
Paraíso - S.Paulo,
Brazil
205,533,468
22,336,689 -
5,801,239
183,196,779
236,919,789
25,809,810 -
2,099,720
211,109,979 PT
Participações Av.
Fontes Pereira de
Melo, nº 40 -
Lisbon
2,159,363,480
9,652,805 -
277,266,829
2,149,710,675
236,397,285
186,934,133 -
26,370,980
49,463,152 PT
Imobiliária R.
Tenente Espanca,
nº 35 - Lisbon n.a.
n.a. 358,454
(256,691) n.a.
13,003,749
1,247,385
426,983 (435,049)
11,756,364 PT II
Av. Fontes
Pereira de Melo,
nº 40 - Lisbon
16,039,481
12,800,878 -
6,096,493
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3,238,603
12,584,682
5,342,572
13,156,868
5,583,089
7,242,109
Previsão �
Sociedade
Gestora de
Fundos de
Pensões, S
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