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About this Report

Report scope and boundary

CTT has published annual Sustainability Reports since 2005. Initially covering only the parent company (CTT, S.A), the Reports have
progressively come to include information on the different subsidiaries, in view of their significant contribution to the overall social and
environmental performance. In this perspective of integration, the present report discloses the data relative to the financial year ended
on 31December 2017, whenever possible presenting aggregate information on CTT, S.A. and allits subsidiaries, jointly referred toas CTT.

A change in CTT's operational structure occurred during this reporting period. CTT formalised the acquisition of Transporta - Transportes
Porta a Porta, S.A. a company offering integrated logistics solutions for delivery and transportation of goods in Portugal. However, this
transaction does not change the scope of the reporting in relation to the previous year.

CTT is a public limited liability company listed on the stock exchange since 2013, with 100% of its capital in free-float, dispersed
throughinstitutional and private shareholders. The Board of Directors is composed of thirteen Directors, executive and non-executive,
and the corporate bodies were elected for the three-year period 2017-2019. As an executive member (CFO) subsequently resigned,
anew director was co-opted by deliberation of the Board of Directors to complete the term of office in course, with the same duties.

Undertaking

This is the thirteenth annual Sustainability Report of CTT - Correios de Portugal, S.A. - Public Company. The reported data is based
on CTT's IT, the accounting principles accepted in Portugal and the protocols indicating performance for the calculation of the GRI
indicators. This document is published autonomously from the Annual Report 2017. However, it should be read together with the
aforesaid report and Corporate Governance Report, as well as in consultation with CTT's website (www.ctt.pt).

Its structure and contents reflect the management's contributions, following the Global Reporting Initiative (GRI) as a reference for
the preparation of Sustainability Reports and respective protocols for the calculation of indicators. This Sustainability Report adopt-
ed the fourth generation of guidelines for sustainability reports, having obtained CORE validation, attributed by the verifying entity
KPMG & Associados.

With regards to its materiality, the report incorporates inputs obtained from a stakeholder survey conducted in compliance with the
guidelines of the Standard AAT000SES, which enabled updating the mapping and identification of the relevant topics and critical
stakeholders of the company.

The essential principles for the definition of the contents of this Report were transparency, relevance, coverage and completeness,
in order to provide a convenient and objective presentation to the stakeholders that will use this document. The document will be
available online at www.ctt.pt and possibly in other formats. In order to access the GRI Table with the location of each indicator, see
here. We are interested in receiving comments or suggestions, which can be sent to the following address: sustentabilidade@ctt.pt
or to the physical address, CTT- Correios de Portugal, a/c da Sustentabilidade, Av. D. Jodo II, n® 13, P- 1999-001 Lisbon.



http://www.ctt.pt
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http://www.ctt.pt/contentAsset/raw-data/ef552442-5707-4bff-8250-508dcec841cb/fileAsset?byInode=true
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postal items, delivered daily to

wer® MILLION

domiciles

One of the largest
national employers with

12,163

employees

1/3

are women

Every day around

98,000
CUSTOMERS

enter the 608 CTT post offices
and 1,761 postal agencies

The largest
national fleet with

3,560
VEHICLES

and one of the largest real
estate stocks with more
than 1,020 buildings
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Chairman of the Board of Directors

Francisco de Lacerda
Vice-Chairman of the Board of Directors & CEO



Chairman'’s Statement

In 2017 we continued to protect the traditional business lines and at the same time we pursued the path of expansion of parcels and
courier products and of Banco CTT, which reached close to 285 thousand customers and 619 million euros in deposits.

Atthe end of the year, we approved the Operational Transformation Plan, which lays the basis for the next stage in CTT's growth and
operational efficiency and includes investment measures, staff cutback, limitations to salary increases and to variable remunera-
tions. We maintained quality standards that are demanding: the overall index on service quality stood at 110.1points in relation to the
regulatory goal of 100 points, and the perceived customer satisfaction level reached 84.7%.

We were one of the first Portuguese companies in the postal industry to integrate the UN's Sustainable Development Goals (SDG)
into its business strategy.

The Board of Directors includes four women (31% of the total), and CTT's administration and supervision bodies comply largely with
legal minima. The company’s Equality Plan was reviewed and approved, including 17 measures in various areas. We renewed our
membership to IGEN - Business Forum for Equality (Forum Empresas para a Igualdade), undertaking commitments on issues of
parenthood, recruitment and selection and others. In this regard, we received two prizes from Human Resources in the categories of
"Gender Equality”, for the third time, and “Seniors Management”, for the second time, in recognition of our work.

262,000 hours of training were imparted and the rate of absenteeism came to 6.8%. In terms of safety at work, there were 1,072
occupational accidents (none of which fatal). The Drivers' Challenge (to assess eco-efficient driving) involved 4,700 drivers and re-
ceived an honourable mention in the Green Project Awards 2017.

130 volunteers and their family members were involved in 16 voluntary environmental and social actions. Community initiatives
were supported with funding worth 1.1 million euros and a partnership programme was launched to offer preferential prices to CTT
employees.

In the climate change area, we obtained Leadership Level A in the Carbon Disclosure Project 2017, the most important international
carbon exchange rating (only 2 Portuguese companies and two others in the postal industry were assessed at this level), our carbon
targets (absolute and intensity) were approved by SBTi - Science Based Target Initiative (the only company in the industry whose
targets were approved) and we registered the greatest reduction in emissions in the industry worldwide, -76% (2008-16).

CTT Expresso was the first Portuguese company in the industry to fully compensate its CO, emissions, which it did by a participative
vote in Facebook which involved more than half a million people.

Inthe area of biodiversity, we launched the 4™ edition of the “A Tree for the Forest" project - a partnership between CTT and Quercus
to help reforest critical areas of Portugal. The project reached more than 8 million people and achieved a record sale of 65 thousand
kits, corresponding to an equal number of trees to be planted at the start of 2018.

The Eco portfolio continued to contribute to the revenues, with reasonable growth in “Green” Mail whilst growth in Eco Direct Mail
remained relatively stable. It represents now about 12% of total turnover.

Fuel consumption fell by 1.8% and electricity, gas and air-conditioning grew by 3.5%; overall energy consumption was stable (+0.4%).
Scope 1and 2 CO, emissions fell 1.4%. The purchase of another 40 electric vehicles and one hybrid brought the CTT ecological fleet
up to 353 vehicles, the biggest in the country.

We are today recognised as a socially and environmentally responsible company, as a result of our continued and sustainable efforts
over the last decade. Continuity is part of our commitment.

Anténio Gomes Mota Francisco de Lacerda
Chairman of the Board of Directors Vice-Chairman of the Board of Directors & CEO
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Governance and economic development

Customers

People

Society

Environment

Increased revenues, by 2.5%
Total investment of the value of 28.6 million euros. Acquisition of new logistics and transport company (Transporta)

Integration of the UN Sustainable Development Goals in the business strategy

Female representativeness of 31% in the Board of Directors (PSI 20: 12%) and 31.6% in senior leadership positions

84.7% of customers stated that they were satisfied or very satisfied

Fully carbon offset offer of CTT Expresso

Eco Portfolio (Mail and Express) strengthens its weight in total revenues to 12%

Construction ore renewal of 14 more access ramps at CTT post offices for people with impaired mobility
Modernisation of the fleet with 242 new vehicles, of which 41are electric (10% of the fleet is alternative)

Last mile delivery test using drone technology

Increased overall absenteeism to 6.8% (+0.3 p.p.). Rate without maternity paternity, bereavement leave
and study leave, 6.2%

Increased accident rate by 9.5%, but reduction of days lost due to accidents by 7%
89% of the employees covered by training, involving a total of 262,480 hours
Review of the Company Agreement 2016 (wage aspect), with wage increase between 0.65% and 1%

Average wage gap by professional group is 7% unfavourable to the female gender (national average: 17.8%)

Ideas Inov+ Management System Platform has 1,700 active participants

Support to over twenty community support initiatives, among others, to the value of 1,144 thousand euros
Organisation of 16 corporate volunteer actions, with 130 volunteers (2,314 hours)

Launch of the 2™ edition of CTT/EPIS Mentoring, for young people atrisk of early school leaving, in Lisbon and Porto
Campaign for internal collection of donations for the fire victims of Oliveira do Hospital

Sending of 1,259 presents to children who wrote letters to Solidarity Father Christmas, sponsored by the population

CO:2 emission goals approved by SBTi - Science Based Target Initiative (CTT pioneer in the sector,
at a worldwide level)

Environmental investment of the value of 3.5 million euros

Reduction of fuel consumption by 1.8%, due to changes of operational model and type of fleet and growth
of electricity consumption (2.4%)

Acquisition of green energy for 100% of CTT's activity

Increase of total emissions (scopes 1, 2 and 3) by 7.4% and reduction of scopes 1and 2 by 1.4%

4™ Edition of the CTT/Quercus project “A Tree for the Forest” with record participation, with more than 65
thousand kits sold



Awards and distinctions

Governance

Environment

People

Customers and Society

Communication

Brand of Excellence, attributed by Superbrands 2017
Brand with best reputation on stock market, attributed OnStrategy
Trusted Brand of the Reader’s Digest Selections, in the category of Mail and Logistics Services

Reputation Sustainability Award attributed by OnStrategy due to the sustained robustness of the brand

Leadership level A in the Carbon Disclosure Project 2017, the most important international carbon stock
exchange rating

Runner-up in the CSR Coups de Coeur Environment 2017 Award of PostEurop, with the CTT Car Pooling platform
Honourable Mention in the Green Project Awards for the “Drivers’ Challenge”, an eco-driving assessment system

4™ Postal operator with best carbon performance at a worldwide level (Environmental Measurement
and Monitoring System (EMMS) carbon proficiency ranking of the International Post Corporation (IPC)

Human Resources Portugal Award 2016 distinguishes CTT in the “Gender Equality”
and “Management of Seniors” categories, attributed by the magazine Human Resources Portugal

Excellence in Road Safety Awards, for the Road Safety Programme that CTT has developed since 2015

Silver and Bronze Medals in the APCC Portugal Best Awards for the CTT and CTT Expresso Contact Centres,
respectively, in the category of “Transport, Delivery and Logistics”

Best Buy Award for the best price-quality relationship, offered in terms of express delivery services
Global Business Awards for Payshop, in the category of Best Consumer Payments Solutions Provider — Portugal 2017
CTTAds.pt solution distinguished with the Post Europ Innovation Award 2017

Wipa Grand Prix 2017 awarded for the “Canning Industry” stamp issue, the first in the world to be enclosed
in genuine fish cans

Logistics Excellence Award 2017 for the project of the New Architecture of the Production
and Logistics Network (NARPEL)

1t prize in the World Post & Parcels Awards, the Oscars of the World Postal Industry, in the category of Personnel
Management with NAVEINFORMA, which enables communication in real time with all the workers of the network

HIGHLY RECOMMENDED honourable mentions of the World Post & Parcels Awards, in the categories
of Social Responsibility, with the Solidarity Father Christmas project, and Technology, with the CTTAds.PT project

Fundacom Award in the category of Corporate Radio and Television, with CTT TV. CTT also received 2 honourable
mentions in the categories of External Event (up to 1000 people), with the Assessment Day 2016 of the Employer
Brand, and Internal Publication, with the “Move-nos” Magazine

Brand of the Year in the Marketeer Awards 2017

£10Z Moday Ainigeureisng

6 — 2bed



Sustainability Report 2017

page — 10

CTT



1.1. Management Model
and Corporate Governance

The company endorses a governance model of Anglo-Saxon
nature, where the Board of Directors is responsible for the Com-
pany's administration, and the Audit Committee (composed of
non-executive independent Directors) and the Statutory Audi-
tor are responsible for its supervision.

Having been endorsed after the privatisation of CTT, this model
enabled the consolidation of the structure and practices, in line
with the best national and international practices, promoting
the effective performance of duties and coordination of the
corporate bodies, the regular operation of a system of checks
and balances and the accountability of its management to the
Shareholders and other stakeholders.

In the context of its administration duties, the Board of Direc-
tors delegated current management powers to an Executive
Committee, whose action is supervised by the Non-Executive
Directors, namely by the Corporate Governance, Evaluation and
Nominating Committee, composed entirely of five Non-Execu-
tive Directors, of whom four are independent. The Chairman of
the Executive Committee holds other positions in the organisa-
tion, namely chairing the Board of Directors in subsidiaries and
some Committees of the company and being a member of var-
ious Commissions of subsidiaries.

As at 31 December 2017, CTT's activity is essentially developed
in the mail, Express & Parcels business, in the financial services
and at Banco CTT. For more detailed information on the Compa-
ny’'s organisational structure, please see the Corporate Govern-
ance Report 2017 which is available at www.ctt.pt.

The company operates in Portugal, Spain and Mozambique and
holds subsidiaries that complement its overall offer. At the end of
the year, the main subsidiaries 100% held by CTT were the follow-
ing: Banco CTT, S.A,; CTT Expresso — Servicos Postais e Logistica,
S.A; Escrita Inteligente, S.A.; Mailtec Comunicacao, S.A.; Payshop
(Portugal), S.A; CTT Contacto, S.A., Tourline Express Mensajeria,
SLU and Transporta - Transportes porta a Porta, S.A.

CTT also has stakes in the following companies: CORRE -
Correio Expresso de Mocambique, S.A. (50%) and Multicert -
Servicos de Certificacdo Eletronica S.A. (20%).

In view of the company’s scale and numerous areas of action
and operation, various Management Support Committees were
created in order to monitor and control the Company’s activity,
both in terms of the implementation of the strategy defined by
the Board of Directors, and compliance with the rules in force.

As at 31 December 2017 the following committees were oper-
ational: Risk Management Committee, Credit Committee,
Investment Committee, Real Estate Management Committee,
Business Monitoring Committee, Information Systems Com-
mittee, Communication Committee as well as the Sustainability
Committee, whose objective is to define, monitor and develop a

coherent, solid and dynamic sustainability policy which involves
all the employees and other stakeholders. This Committee is
composed of members of the Executive Committee presided
by the CEO. The responsibility for coordination lies with the
Brand and Communication Department which holds meetings
with the managers of the most relevant departments, of the
Subsidiaries and of Sustainability. For further information, see
the Corporate Governance Report.

The General Meeting is competent, among other matters, to
elect the members of the corporate bodies (including the mem-
bers of the Board of the General Meeting, Board of Directors
and Audit Committee, as well as the Statutory Auditor under
proposal of the Audit Committee), appraise the report of the
Board of Directors, discuss and approve the balance sheet, the
accounts and the opinion of the Audit Committee, decide on
the appropriation of net income for the year and deliberate on
amendments to the Articles of Association.

The Audit Committee (currently exclusively composed of inde-
pendent members), together with the Statutory Auditor, per-
form the duties of supervision that arise from the applicable
legal and regulatory provisions, where the Audit Committee is
responsible for promoting and monitoring the independence of
the Statutory Auditor and the Company's internal audit, with a
view to contributing to the quality of the financial information
and the efficacy of the internal control and risk management
systems. The Audit Committee promotes an annual assess-
ment of the efficacy of the system and proposes the necessary
measures for its improvement.

Furthermore, the Remuneration Committee (composed of
members who are independent in relation to the administration
and elected by the General Meeting) is responsible for establish-
ing the remunerations of the corporate bodies. For more detailed
information on the Company’s governance model. Please see the
Corporate Governance Report 2017 whichis available at www.ctt.pt.

Corporate Bodies

Board of Directors — Chairman (Non-Executive), Anténio Sar-
mento Gomes Mota; Executive Chairman (CEO) and Vice-Chair-
man of the Board of Directors, Francisco José Queiroz de Barros
de Lacerda. Executive Members of the Board of Directors: Dion-
izia Maria Ribeiro Farinha Ferreira, Antonio Pedro Ferreira Vaz da
Silva, Francisco Maria da Costa de Sousa de Macedo Simao and
Guy Patrick Guimaraes de Goyri Pacheco (CFO).

Non-Executive Members of the Board of Directors: Nuno de
Carvalho Fernandes Thomaz, José Manuel Baptista Fino, Céline
Dora Judith Abecassis-Moedas, Jodo Afonso Ramalho Sopas
Pereira Bento, Maria Luisa Coutinho Ferreira Leite de Castro
Anacoreta Correia, Maria Belén Amatriain Corbi, Rafael Caldeira
de Castel-Branco Valverde. The Board of Directors is entirely
composed of nine male members and four female members,
with four persons in the age cohort between 30 and 50 years
old and all the rest being over 50 years old.
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Board of the General Meeting - Chairman, Julio de Lemos de
Castro Caldas; Vice-Chairman, Francisco Maria de Moraes Sar-
mento Ramalho. Composed of two male members, both aged
above 50 years old.

For further information on the composition of the Audit Com-
mittee, Remuneration Committee, Corporate Governance
Committee, Ethics Committee, Company Secretary and Statu-
tory Auditor, consult www.ctt.pt.

Goals for2018

- Endorsement of Global Compact
- Awaiting launch of the Iberian DJSI
- GRI4 reporting standard - Comprehensive

+ Sustainability Committee - regular activity

1.2. Corporate Strategy,
Challenges and Trends

The postal sector is undergoing a thorough transformation.
At an international level there is evidence of the adaptation of
postal operators to the constantly changing reality, a competi-
tive environmental in which the traditional business is declining.
CTT's strategy is defined taking into account the sector’s trends,
the best practices and successful strategies adopted and prin-
cipally the specific needs of its markets. The sector’s trends are
summarised in the following points:

- Digitalisation;

- Growth of e-commerce;

+ Globalisation, Liberalisation and Privatisation;
- Diversification;

- Focus on efficiency;

- Internet of Postal Things.

Strategic lines

CTT has progressively adopted a strategy of diversification;
however, it is still fairly dependent on the mail business (-70%
of its revenues compared to 40% for the sector) and is at an ini-
tial stage of transformation due to the as yet limited penetration
of parcels from electronic commerce in Portugal, and due to the
factthat Banco CTT only started its activity in 2016.

This year, it was fundamental to review CTT's strategy to accom-
modate urgent actions and pursue the strategic transformation
of the postal business, in the medium term, in order to improve
profitability and strengthen the quality of service. Also consid-
ered equally priority is the development of non-postal business,
namely Express & Parcels and Banco CTT.

A. Redesign the postal business

The Operational Transformation Plan will be implemented in
a gradual form up to 2020, with the continuous involvement
of the Executive Committee and Board of Directors. The plan
can be summarised as 4 major initiatives:

- Adjustment of the policies on human resources and in-
creased effort to reduce costs related to external supplies
and services;

- Reinforcement of the programme to optimise human re-
sources (continued elimination of redundancies) and ration-
alisation of non-strategic assets (sale of non-core real estate
properties, saving costs associated to them);

- Optimisation of the Retail Network through conversion of
post offices into postal agencies or closure of post offices
with low demand, while maintaining proximity to citizens, the
quality of the service and compliance with the regulatory re-
quirements;

- Reorganisation of the Delivery Network, to improve opera-
tional efficiency.

B. Transform and develop the non-postal business

- Itis crucial that the structure should be capable of capturing
the opportunities arising from the market and meeting the
needs of the customers, always in evolution. The moderni-
sation of CTT's business model involves, among others, the
following initiatives:

- Above market growth in parcels and value-added services
(mail & parcels);

- Continued pursuit of Banco CTT's path in order to achieve
breakeven;

- Stimulation of sales and increased profitability;

- Improvement of the data management technology and plat-
form, so as to enable developing innovative offers with added
value;

Transversally to this set of strategic priorities, sustainability per-
forms a fundamental role, operating as one of the main drivers,
always present, in the execution of the initiatives defined in the
strategic plan. This factis indeed confirmed by the inscription of
the Vocation of Sustainability - social and environmental as-
pects, in CTT's Vision.

CTT's commitments to sustainability before society are based
onits strategy as a responsible company. This reflects the com-
pany’s challenges and its response to the needs of the stake-
holders. For further information on this topic, consult chapter 2
of this Report.


http://www.ctt.pt

1.3. Products and Services

As a modern company, attentive to the needs of its customers,
CTT expands its integrated offer of products every year in the
areas of mail, express and financial services, seeking to enrich
its portfolio and cover all emerging market niches. To this end,
a Commercial Excellence Programme has been implemented,
aimed at dedicating more time to the customer and increasing
the service quality, i.e. providing turnkey products and services
through a single interlocutor.

The ecological aspect is also one of the most important points
which is currently covered in relations between companies and
their customers, and in this area too, CTT seeks to offer the best
solutions to meet the needs of its customers.

A varied range of products at competitive prices is offered to all
citizens and companies throughout the country at over 2,369
postal outlets among which the following are particularly note-
worthy:

- Mail Products - of national and international scope: ordinary
mail, priority mail (priority sorting); registered mail (high level
security and priority sorting with possibility of incorporating
special services), “green” mail (convenience product — does
not require stamping or weighing — and sustainable - man-
ufactured with environmentally friendly materials and with
carbon offsetting), editorial mail (offering economic price
rates for sending books, newspapers and publications), dis-
patches for the visually impaired and parcels (national up to
10 kg / international up to 30 kg);

- CTT packages - padded envelopes and boxes;

- Convenience Services - Post Office Boxes, Storage of Par-
cels, Electronic Notice, PICK&GO, General Delivery, Resend-
ing of Letter Mail, Postal Representation, Withholding of Mail
and SIGA;

- Express Mail - EMS Economy; EMS International; CTT
e-Segue, with track & trace services; charging, fragile, secure
and Click&Ship;

- Own, Third Party and Citizen Support Products - Postage
Stamp Booklets, Seasonal Greeting Cards, UNICEF Products,
Chocotelegram (“telegram” in chocolate), Youth Card, Elec-
tronic loading of Transport Tickets, Social Mobility Allowance
refund, among others;

- Collector'sitems - stamps, annual and theme books and col-
lections, commemorative stamps; the collectors’ club;

- Advertising Mail - National and international Direct Mail,
ECO Direct, Geocontact, Unaddressed Mail (Contact Mail and
Infomail), ECO Unaddressed Mail, Direct Sampling, Delivery
on Public Roads. Involves special means of communication
and promotion of products, services and brands, allowing
the customer to be reached directly and effectively through

the delivery of messages, enabling the measurability of the
results, communication with pre-selected target groups and
inclusion of response supporting structures;

- Digital services - online personalisation services for occa-
sional customers (meuselo and meupostal); services related
to electronic certification, such as the electronic date (MDDE
- a service that has increased the security of electronic com-
munications sent, exclusively for lawyers); ViaCTT (electronic
mailbox); and geographic information services;

- Financial services - saving (Public Dent - Saving Certificates,
Treasury Certificates, Insurance Capitalisation, Retirement
Saving Plans); Payments (invoices, tolls, taxes, mobile tele-
phone loading, tickets); Postal Orders and Transfers (national
and international postal orders, Western Union); Life insur-
ance (health) and non-life insurance (personal accidents,
multi-risk, etc.); Payshop offers innovative services;

- Bank services - demand deposit accounts, saving solutions
(term deposit and saving account), mortgage loan, deb-
it cards, transfers and direct debits, credit card and personal
credit;

- Telecommunications - sale of mobile telecommunication
equipment and services;

- Consulting - in this business, CTT is present in Europe, Africa
and Latin America.

Accessibility

As a Universal Postal Service provider, CTT's activity is of an
intrinsically social nature. By definition, all residents in Portugal
are potential customers, whether active or passive (receivers of
letter mail).

With close to 98 thousand customers/day at CTT post offices
and a daily average of more than one postal item delivered per
household, accessibility is one of its distinctive features. The
company provides the largest contact network at a national lev-
el, operating as a structuring and determinant element for social
cohesion within the country.

Atthe end of 2017, CTT's network of contact with the public was
composed of 608 CTT post offices and 1,761 postal agencies,
amounting to 2,369 points of access as well as 4,702 postman
delivery rounds, which assure the availability and accessibility of
the counter and delivery service, embodying a convenient and
multi-service platform.

Supplementing this, the network also had 1,899 stamp sales
points, 175 automatic stamp vending machines and 14 auto-
matic vending machines of mail products. The network of mail-
boxes reached 10,759, located at 9,658 geographic points at a
national level. Apart from these, there are also 6,800 Payshop
payment points.
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The dimensioning of the postal network is determined by two
critical factors: the capacity to generate business and the ob-
ligations to provide the aforesaid public service of universal
character. This universal service implies that CTT is an operator
committed to providing service throughout the entire country,
in a permanent form, in the most far-flung and hidden corners,
without exceptions and at the same price.

This reality generates conflicting goals between the mainte-
nance of the company’s economic sustainability and its action
of social responsibility towards the neighbouring community,
with the inherent costs. In this contextand when necessary, CTT
has established solutions with local partners, preferably Parish
Councils, in this way keeping the relations of proximity and trust
that CTT has upheld with the customers and population, and as-
suring the quality of service.

Any alteration and impact on the community of possible chang-
es in the operating model are analysed internally, based on in-
formation collected onsite by internal and external agents, so as
to assure the satisfaction of the population.

As established in the Concession Contract, for 2015/2017 the
objectives were defined for postal network density consider-
ing factors such as the distance to be travelled by customers in
order to reach the closest access point, according to the urban
or rural nature of the geographic areas, as well as the citizens'
accessibility to the various mail services and the opening hours
when they can use them. Full compliance with the objectives
defined reinforces the Company’s intention to maintain a net-
work offering proximity and convenience to its customers and
the populationin general.

Inhabitants per postal Km?
establishment per postal establishment

2013 2014 2015 2016 2017 2013 2014 2015 2016 2017

EU
Average 4,766 4,487 4,389 4,605 n.d. 41 39 38 40 nd
Portugal 4,277 4,485 4,444 4,413 4,357 38 40 40 39 39

Source: UPU
Note: Considering fixed postal establishments
Table 1- Postal density and coverage

In European terms and based on the available data, CTT contin-
ues to show a good level of penetration of the postal services,
with a postal coverage similar to that of the European Commu-
nity average.

Figure 1- Retail Network and postal agencies
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Figure 2 — Network of postal delivery offices

In terms of accessibility by disabled people, the company con-
tinues to pursue modernisation and renovation work, having
built or renovated a further 14 access ramps at CTT post offic-
es, of the value of 103 thousand euros. The types of accesses
which have been constructed include interior or exterior ramps,
lift platforms, removable ramps, ramping in public areas close to
the entrance of the post office, alteration of facades with door
opening with side elevation, or others. Thus, around 92% of the
total post offices currently show improved conditions of acces-
sibility.

Sustainable Marketing

CTT has progressively experienced the continued interest of
its customers in using environmentally friendly mail products

which are very often also an element of communication, in view
of the customers’ sensitivity to these arguments, thus contrib-



uting to improve the company’s image among the public. Since
its launch in 2010, total sales of the range of CTT eco products
represent a revenue of approximately 82 million euros, “Green”
Mail revenues have grown by 280% and Eco Direct Mail prod-
ucts have grown by 250%, to a large extent driven by the visibil-
ity of their environmental and carbon attributes.

"“Green” Mail is a 100% ecological offer, which combines con-
venience (easy to use, no need for weighing) and ecology. All
the packages are produced with environmentally friendly ma-
terials (paper and ink) and are carbon neutral, without additional
costs to the customers. The emissions produced along the val-
ue chain, which were unavoidable, are fully offset by the support
given to projects with benefits that are either environmental
(combat of climate change and conservation of biodiversity) or
social (support to employment creation and improvement of
the quality of life of local communities). “Green” Mail has car-
ried out promotional campaigns aimed at increasing brand re-
call, with the volume of the eco range having increased annually
by 3.4%, involving around 5.0 million objects. On average, each
“Green” Mail item delivered by CTT leads to the emission of
66.5 grams of CO,.

The range of Eco Direct Marketing services provides a distinctive
symbol for the campaigns which are stand out positively due to
their environmental performance, through compliance with
various ecological criteria. This measure sought to project the
use of the channel of mail with ecological merit, through the use
of ecological raw materials, responsible production processes
and appropriate management of the end of life cycle. In 2017, al-
thoughits annual volume fell for the first time in absolute terms,
the Eco range maintained its relative weight (37%) in the overall
volume of Direct Mail, involving around 25.6 million objects, a
value which represents a revenue of approximately 5.7 million
euros and derives from the effort made to encourage the cus-
tomers to use the eco line.

From 2016, CTT proceeded with the full carbon offsetting of
the Express offer, having expanded CTT's green offer which
reached close to 12% of the company's total revenue in 2017.

CTT launched the 2" edition of the participatory carbon offset-
ting initiative in 2017, placing to public vote the projects for full
carbon offsetting of the Express & Parcels offer, on the CTT Es-
fera Facebook book. The launch of the 3™ edition is foreseen for
2018, when the projects to be funded for offsetting the “Green”
Mail emissions will be selected. This initiative confirms CTT's
alignment with the UN's Sustainable Development Goals 12 and
13, which CTT endorses, enables meeting the expectations of
our stakeholders and allows them to participate actively in the
decision-making process.

For “Green” Mail carbon offsetting, CTT has funded 3 offsetting
projects, one of whichis national and supports the conservation
of the truffle plants of Serra da Freita. The other funded projects
are international, one aims to promote the reforestation of the
National Parks of Gorongosa and Marromeu, in Mozambique,
and the other supports the sustainable production of ceramics

in a factory located in the State of Sergipe, in Brazil, through the
use of renewable biomass as fuel for the production of thermal
energy. For the Express offer, apart from the Brazilian project
using renewable biomass indicated above, a Portuguese project
which supports the conservation of river organisms was also
elected, by voting open to all Portuguese. With this initiative, CTT
was nominated runner-up of the GPA - Green Project Awards
2018, in the category of Mobilisation Initiative.

Goals for2018

- Voting for expansion of the participatory carbon
offsetting model of “Green” Mail

- Implementation of new inverse logistics businesses

1.4. Innovation

The challenges of the growing digital transformation affect all
business ventures, including that of postal operators and can
only be overcome through a consistent effect of reinvention and
innovation. CTT has constantly designed new services, offering
new business opportunities to maintain their position of leader-
ship in the market.

Thus, in terms of R&D, in particular in the business units,
we highlight:

- Boosting of the Express & Parcels business, especially of
electronic commerce:

- Consolidation / expansion of the CTT e-Segue offer, com-
plemented with its own app;

- Provision of automatic lockers for parcel delivery in 5 loca-
tions of major circulation in Lisbon;

- Launch of pilot solution for dynamic delivery based on mo-
bile application and in an urban context (Lisbon), making fast
deliveries for e-commerce (Same Day & Instant Delivery).

- Reinforcement of the Mail business

- Launch of the CTTAds.pt service (online generation and
management of advertising campaigns). Service distingui-
shed with the Post Europ Innovation Award for 2017;

- Last mile delivery test using drone technology;

- ViaCTT increased with accessibility via app;

- Expansion of the Online Receipts Solution (ROL): presence
in over 1,200 post offices and postal agencies, and study of

their integration with partners and major customers;

- Automatic feeding system of the Rest Mail, based on ro-
bots and automated arm.
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- Inthe financial area, we highlight:

- Consolidation of the activity of Banco CTT and launch
of the Mortgage Loan offer;

- Payshop offers innovative solutions.

- In terms of initiatives of corporate scope, note should be
made of the following:

- New functionalities associated to personalised stamp
Meu Selo and postcard Meu Postal, and Booking facility
onthe CTT app (available for Android and |0S);

- SAP - Increased agility, introduction of innovative technol-
ogy with advanced Big Data analytical tools and new cus-
toms portal to simplify the customers’ procedural relations
with customs.

- In the context of the internal suggestions programme
“+INOVACAO by CTT":

- Management of the Ideas with more than 1,700 users and
700 ideas;

- Exploratory Innovation - exploration and analysis of the
most significant technological and market trends.

1.5. Supplier Chain
Business relations

In 2017, the volume of awarded purchases stood at 50 million
euros, involving a total of 1,048 completed purchase process-
es, corresponding to a 1.5% decrease in relation to the previous
year. The procurement groups that most contributed to this val-
ue were those of Transport and Infrastructures and Technology,
representing, as a whole, 61% of the awarded amount.

W It has been a tremendous honour and
r satisfaction to Europac to have been a
longstanding partner of CTT in the provi-
sion of cardboard packaging, namely for
its Eco line (Green Mail). The Europac
Group is present in all sectors of the in-
dustry of paper and cardboard for packaging, the integrated
management of waste, and forestry operation as a necessary
source of raw material for the manufacture of recycled paper
and kraft-liner. We are FSC certified, a custody chain system
that complies with the requirements of the Forest Stewardship
Council.

opac

Bruno Carmo
Sales expert

Qualification and selection of suppliers

The project of visits to suppliers, focused in their productive ca-
pacity and the assessment of the manufacturing conditions of
new suppliers of materials of the supply chain has progressed.
Hence, meetings are now commonly held aimed at partnerships
in the development of new materials or maturation of already
existing materials, constituting an opportunity of improvement
for our suppliers and consequent increased competitiveness in
the market.

These visits to suppliers also constitute an opportunity to record
information on the capacity and maturity of our supply chain with
regards to quality, environmental management, management
of occupational safety and health, and compliance with human
rights. This year, we highlight the visit to a supplier to assist in the
correction of a problem detected in one of the supplied materials,
contributing to the supplier's development.

On matters of qualification and selection, we ensure that the
Declaration Template used in the technical specifications of
consultation and procurement processes, which emphasise the
company’s concerns of compliance with matters of environment,
labour rights, human rights, non-discrimination, etc. by our sup-
pliers, is part of the tender components of all procedures.

In procedures that are highly complex, either due to the service
or supply involved, or due to the value or coverage of the pro-
vision at organisation, CTT has frequently selected procedures
with prior qualification of suppliers in the case of public procure-
ment or using market prospecting tools to appraise which sup-
pliers have the best capacity for the intended provision.

During this year, 102 new suppliers were recorded, of which 61%
signed a statement of commitment with criteria associated to
environment and labour practices, among others.

The number of contracts considered significant stood at 140 in
which allinclude clauses relative to compliance with legislation
and good practices on matters of human rights, labour, envi-
ronment and impact on society. Specifically, in relation to the in-
clusion of procedures relative to environmental criteria in these
contracts, the predefined objectives were surpassed.

Risk assessment

CTT has contracted a service to evaluate the risk of the suppli-
ers. This assessment s primarily incident on aspects of financial
nature and risk. The 10 main suppliers in terms of volume of
awards are considered critical and subject to particular analysis,
having accounted for 29% of the total value awarded this year.

The two suppliers awarded the highest value operate in the
area of IT, more specifically in the provision of services of oper-
ational software development and maintenance services, and
represent around 9% of this value. The risk generated to CTT's
activity i very low, considering the nature of the provision which
has no direct influence on the company’s productive cycle and
the existence of other partners capable of meeting this need.




Among the remaining main suppliers, we highlight some, in the
Transport area, which despite having lower contractual values,
as a whole represent around 8% of the volume of awards and
are identified as potential generators of risk, due to the object
of the contract: operational hire of light vehicles and comple-
menting services, used in the performance of CTT's activity, and
outsourcing of transport routes.

In this Transport procurement group, the bids of the competitors
in these procurement processes were assessed with six factor
weighting, two of which being related to consumption and pol-
lutant emissions, reflecting CTT's concern to mitigate the risk of
the environmental impact of its activity.

Procurement contracts for transport services also include very
strict clauses of environmental nature, in particular: age limit of
the fleet used; maintenance plan; requirement of specific train-
ing in eco driving and safe driving by the outsourced entities;
access of CTT to data on the outsourced routes, among others.

Responsible Procurement Policy

CTT has a Responsible Procurement Policy, aimed at promot-
ing the improvement of the environmental and social aspects
of the value chain, through the involvement and accountability
of its suppliers. This Policy includes the following features: the
Policy is publicly available at www.ctt.pt; it covers the fields of
Health, Safety, Environment, Working Conditions, Ethics and
Business Continuity; it is integrated in the tender documents;
includes a rescission clause due to non-compliance; it is appli-
cable to all suppliers.

The focus on ecologically friendly consumption has concentrated
not only on reducing the environmental impact associated to the
use of resources but also on the selection of suppliers through
the inclusion of environmental criteria in tender procedures. On
this matter, although CTT is a 100% private company, goals have
been establishedin line with those of the National Public Procure-
ment System (60% attainment), which have been systematically
surpassed. In 2017, environmental criteria were used in 79.2% of
pre-contractual procedures, and contracts concluded with envi-
ronmental criteria represented 98.7% of the total.

On matters of Human Rights, we highlight the gradual applica-
tion of clauses in our contracts that determine the need for CTT
consent for any outsourcing of services by our suppliers con-
cerning the provision of services contracted with CTT, assuring
that we know the supply chainin allits dimensions.

Goals for 2018 and following

- Maintenance of the Ecological Public Procurement targets (60%)

- System for recording, qualification and assessment
of suppliers by 2020

- System for SR qualification of suppliers

- Average payment period within 60 days

1.6. Shareholders

CTT's share capital is 75,000,000 euros, fully paid-up and un-
derwritten, being represented by 150,000,000 ordinary shares
(there are no different categories), registered, book entry, with
nominal value of 0.50 euros each, listed for trading on the regu-
lated market of Euronext Lisbon.

Asusual, CTT conducted a study to characteriseits capital struc-
ture. This work identified 181 institutional shareholders holding
approximately 60% of the company’s capital and 3 family office
investors with approximately 18%.

14%
mm  |nstitutional

= Family office
8%
Brokers

Retail, other and
unidentified

18%
60%

Figure 3 - Shareholder composition by investor profile

According to this study, at the end of 2017, the investment based
in Portugal represented 26% of CTT's shares held by institution-
al investors and family offices (compared to 20% at the end of
2016), while the investors based in North America and Spain
held 25% and 18% respectively (compared to 18% and 11% at the
end of 2016). The study also identified on that date investors
based in Germany, United Kingdom & Ireland and Italy that held
6%, 6% and 4% of CTT's shares, respectively (compared to 13%,
17% and 0% at the end of the previous year).
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In the rest of Europe, the investors with these profiles held 15%
on that date (compared to 21% at the end of 2016). This implies
that the American, Spanish and Portuguese investors increased
their stakes in CTT's capital, but those of the United Kingdom,
Germany and France reduced theirs significantly.

6% 4%

6% 26% Portugal

-
== North America
== Spain
15% mm Rest of Europe
Germany
United Kingdom & Ireland
= ltaly

18% 25%

Figure 4 - Geographic distribution

By the end of the year, it was evident that CTT's 10 largest
shareholders (which include institutional investors and family
offices) held 37% of the Company’s capital (compared to 46%
at the end of 2016), while the 25 largest held 54% (compared to
66% at the end of 2016). For further information, see the Corpo-
rate Governance Report.

% Share % Voting

Ne. of Shares Capital rights

Holders of qualified shareholdings

Gestmin, SGPS, S.A. 16,733,301 11.156%  11.156%

Manuel Carlos
de Melo Champalimaud

Manuel Carlos
de Melo Champalimaud ?

284,885 0.190% 0.190%

Total 17,018,186 11.345% 11.345%

Global Portfolio Investments, S.L.© 8,492,745 5.662% 5.662%
Indumenta Pueri,S.L. ® Total 8,492,745 5.662% 5.662%
Credit Suisse Group AG ¥ Total 4,965,530 3.310% 3.310%
Norges Bank Total 4,726,966 3.151% 3.151%
BNP Paribas Asset Management, S.A.© Total 3.10% 3.10%

Wellington Management GroupLLP©  Total 3,105,222 2.070% 2.070%
Kairos Partners SGR SpA ? Total 3,075,000 2.050% 2.050%
CTT, S.A. (own shares) © Total 1 0.000% 0.000%
Other shareholders ©

Total 103,970,006 69.313% 69.313%

TOTAL 150,000,000 100.000% 100.000%
Table 2 - Shareholder structure as at 31December 2017

In 2017, CTT paid a dividend of €0.48 per share and the CTT
share price depreciated by 45.59%. As at 29 December 2017,
in the last stock exchange session of the year, at market closing
the CTT share price was €3.507.



2. Materiality
and Stakeholder
Engagement

2.1. Analysis of Materiality
UN Sustainable Development Goals

The United Nations Sustaina- @:
ble Development Goals (SDG)

are an extremely useful exter- SUSTAINABLE
nal working tool for companies.

Similarly to the principles of the DEVEtOPMENT
Global Compact and Millennium *.m ALS
objectives, all launched by the

United Nations, the SDG work in an even more comprehensive
and in-depth manner as guides or guidelines to support com-
panies in the definition, implementation, communication and
reporting of all their strategies, objectives and activities.

The SDG has 17 priority topics identified and endorsed by 190
countries at a global level, for the preservation of the planet and
the dignity of human beings.

In the case of CTT, we have mapped and prioritised the SDG
for our value chain, using the SDG Compass methodology, de-

veloped by the WBCSD, UN Global Compact and GRI. We have
identified the SDG that might contribute to fostering positive
impacts or mitigating/preventing negative impacts, and have
allocated them to each phase of the value chain’, taking into ac-
count the risks and opportunities.

Increase
Impacts+ | ODS16 0DS16

Postal
Business

Counter Sorting Transpon Outsourcing Use ofthe | Productend
service oduct of usefullife|
Dellvery
and CEP
Reduce 0oDs7
Impacts -

Figure 5 - Supply chain of the Postal, Express & Parcels business

Pursuant to the aforesaid methodology and taking into account
the alignment of the SDG indicators with the nature of CTT's
business, we have selected the following indicators: Good
Health and Well-Being, Quality Education, Affordable and
Clean Energy, Decent Work and Economic Growth, Climate
Action, and Peace, Justice and Strong Institutions. The vast
majority of these are already incorporated in our activities and
programmes, in various aspects, and part of the table of Sus-
tainability Commitments. Consultation of the SDG Compass
corporate indicators supported our identification and choice of
CTT's specificindicators and objectives, listed below, merely for
illustrative purposes:

3 Good health and well-being 4 Quality education QUALITY
EDUCATION

3.6 Road accidentrate 4.4 Training .

Reduce accidentrate by 5% @ Volume of training of 242,042 hours

Fatalaccidents O Training effort rate of 1.2%

7 Affordable and clean energy 8 Decent work and economic growth DECENT WORK AND
ECONOMIC GROWTH

7.2Renewable energy 8.8 Working conditions

Acquisition of 100% of electricity
of renewable origin

Increased satisfaction with
working conditions

7.3 Energy efficiency 8.10 Access to financial services

Reduction of electricity consumption Expansion of the coverage

by 1%/year of the banking business

Climate action CLIMATE Peace, justice and strong institutions PEACE, JUSTICE

13 B || i 10 5
1

13.1Carbon management " 16.5 Anticorruption and bribery ‘.

Reduction of CO, emissions of scopes ﬂ Completion of training in the Code

1and 2 (period 2008-2020) by 33% - of Conduct

13.2 Adoption of International standards
Global Compact

13.3 Environmental education
Training of 38 workers in eco-efficient driving

16.6 Governance and ethics
Sustainability Committee

16.7 Engagement with Stakeholders
Segmented communication

'CTT has identified various value and supply chains for its business activities that are distinctive from one another. In this exercise, the value chain of the postal, Express & Parcels business was adopted, due to being

one of the most significant.
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Stakeholder engagement

Regular engagement with stakeholders is determinant to ena-
ble the appropriate positioning of each company in view of their
needs and perceptions which, in turn, are permanently influenced
by market conditions and the country’s socioeconomic situation.

We believe in the importance of integrating the concept of sus-
tainability in a company’s current management, in an attitude
of continuous engagement, transparency and commitment. In
this regard and in view of the structural changes of market cir-
cumstances and the company’s reality, combined with the fact
that the current version 4 of the reporting standard of the Global
Reporting Initiative (GRI), followed by CTT, must necessarily be
supported by an analysis of materiality, in 2016 we conducted a

new exercise of hearing the stakeholders in order to review and
update our strategy of engagement with them.

The stakeholder mapping test took into account the dimen-
sions of influence, dependence and responsibility, and enabled
selecting a sample of seven groups of stakeholders. Compared
to the previous year, it was found that new groups of stakehold-
ers have been integrated: Express/Courier Operators, Workers
Committee and Small/Medium-sized Customers, reflecting,
respectively, the intensification of competition, the change of
the labour environment and the greater diversification of the
customer base. The exclusion of two groups of stakehold-
ers was also observed: Public and Subsidiaries, a symptom of
the perception of some reduction of public obligations and the
group's new organisational reality.

Responsibility

Bank retail Clients

Recipient customers

Beneficiaries

Mail Retail Clients
NGOs

Sponsored

Dependence

Source: Hearing of stakeholders - PWC

Figure 6 - Mapping of the Stakeholders

International sector entities

Other suppliers

Regulators

Banks andinsurers

Otherinvestors

Public

Associations

Financial operators
Press
TV and Radio

Social networks

Mailing operators

Influence



The materiality matrix and material topics

The resulting matrix for the year positioned the critical needs
in a different form and points to the need for a greater focus on
these and others. This is aninstrument of support to the senior
managementin the decision-making process and definition of
priority action on matters of sustainability.

Materiality Matrix - CTT

100%
90%
80%
Ethics/transparency/anticorruptiol
14 5
g 70%
=
o
T
X 60%
2 Legal compliance Energy, CO
H and climai
= 50%
5}
]
E‘ Indirect
= 40% economic
® ° impacts
£ Diversity and equal
g Socially and environmentally opportunities
E 30% sustainable products and services Occug:;l::faéthyealth
Waste Social requirements for o
management the SUPslV chain 3iodiversity and sustainable
20% @ [ ] paper management
Respect for Environmental requirements
Public policy human rights for the supply chain
10%
0%
(o] 1 2 3 4

Event likehood
Source: Hearing of stakeholders - PWC

Figure 7 - Materiality Matrix
The results of the materiality analysis and the level of criticali-
ty attributed to the different topics are reflected in the selection

of the contents of the present report and in the emphasis given
to them. However, we continue to present data on other issues

Material

topics

Community engagement

Potentially material
topics

The hierarchisation of the topics took into account the relevance
criteria indicated by AAT000SES - Stakeholder Engagement
Standard (relationship with commitments or policies, finan-
cial effects in the organisation, legal compliance and bench-
mark analysis), supplemented with an assessment of impact
against probability of occurrence. From an external perspective,
the points of view of the stakeholders were considered which,
crossed with the management’s vision, gave rise to the mate-
riality matrix.

The results pointed
to 6 material topics,
5 potentially material

topicsand 8
emerging topics,
which influence
CTT's sustainability.

of employees

that are less critical, due to considering them pertinent to the
presentation of our accounts and engagement with the stake-
holders, which is the case of sustainable marketing, biodiversity
or equal opportunities, among others.

Emerging
topics

- Customers and Customer
Satisfaction

- Economic Performance

- Energy, CO, emissions and Climate
Change

- Engagement with Employees

- Employee Development and
Training

- Data Protection and Security

Figure 8 - CTT Material Topics

- Ethics, Transparency/Anticorruption
-Legal Compliance

- Engagement with the Community

- Diversity and Equal Opportunities

- Occupational Health and Safety

- Indirect Economic Impacts
- Socially and Environmentally

Responsible Products and Services

- Biodiversity and sustainable

paper management

- Waste Management
- Respect for Human Rights
- Social Requirements of the

Supplier Chain

- Public Policy
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The stakeholders were requested to issue their opinion, irre-
spective of the relevance of the topics, on the respective per-
formance. The response rate of 90%, with 44 entities having
been heard. The results of the exercise, in line with other polls,
studies and surveys conducted among customers and the pop-
ulationin general revealed that CTT has a strong presence in the
market and that the stakeholder's perception of the company’s
responses and adopted measures is in general very favourable.

It was found that the majority of the stakeholders consid-
er that CTT show a clear vision of their responsibilities in the
three pillars, with the economic pillar revealing the best results
with 77.3%, followed by the environmental and social pillar
with 63.6% and 59.1%, respectively. In general terms, the most
widely known issues are also those that receive better perfor-
mance assessment.

Do you consider that CTT shows a clear vision of its economic, environmental

and social responsabilities?

Economic Pillar 15.9% 61.4%
Environmental Pillar 9.1% 54.5%
Social Pillar 11.4% YN

mm Totally Agree mm Agree

Source: Hearing of stakeholders - PWC
Figure 9 - Assessment per Pillar

For the most important topics, the assessment arising from the
hearing exercise is positive overall, indicating the existence of
greater opportunities forimprovementin the fields of employee

Importance %

85.4% Customers and customers satisfaction
80.5% Economic performance and value created...
70.7% Ethics, transparency and anti-corruption...
63.4% Relations with employees
51.2% Legal compliance
51.2% Development and training of employees...

51.2% Data protection and security

»

48.8% Energy, CO, emissions and Climate Change...

Y Improvementarea

Source: Stakeholder hearing - PWC (Scale of 1-5 and 0-100%)
Figure 10 - Perception of CTT

mm  Neither Agree or Disagree Disagree

15.9% *
31.8% *
36.4% *

mm  Totally Disagree * Area of improvement

development and training and in energy and carbon manage-
ment, issues which we will continue to give great attention.

Average Performance

w
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» [C)
» [N]
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2.2.Strategy of Stakeholder
Engagement

The hearing of the stakeholders also assessed their level of
knowledge regarding the initiatives or activities developed by
CTT under the three pillars of sustainability. It was concluded
that the employees comprise the group that shows best results,
with the capital markets being the group showing less positive
figures. Around 1/3 of the respondents are positioned in the
highest level of relations with CTT (collaboration), although 7%
consider not having any engagement. The opportunities forim-
provement identified strengthening communication on sustai-
nability activities carried out and focus on segmented commu-
nication, in particular to the capital market and customers. This
exercise allowed us to adjust our engagement strategy, identify
the stakeholders that would benefit from stronger communica-
tion and the channels to activate.

Classify your level of engagement with CTT

31.8% 20.5% 22.7%

== Collaboration: | directly intervene in the definition and implementation
of solutions in CTT

== Engagement: | am heard and my feedback is taken into accountby CTT
== Hearing: | receive information from CTT and | am asked about my expectations
News: | getinformation from CTT

No engagement

Figure 11- Degree of engagement with CTT

The different forms and means of engagement used have been
reflected in practice in regular actions of consultation, dialogue
and monitoring of stakeholder needs and satisfaction, such as
through surveys, answers in writing to institutional investors, re-
search analysts, other investors and public in general, in-house
meetings with customers, market analysts and investors,
shareholders, hosting of visits, conferences, working parties,
panels, newsletters, release of privileged information, reports,
qualifying holdings relative to transactions and acquisitions and
other types of external and internal communication which the
company undertakes inits daily activity.

The communication channels, the most common approaches
and some of the measures implemented during this year to
meet stakeholder expectations are listed below. CTT's objective
is to establish effective, permanent and transparent engage-
ment with its stakeholders, reinforcing all forms and channels of
hearing and engagement.

Critical Expectations Forms of communication Measures
stakeholders and needs with stakeholders and their hearing adopted
Stakeholders « Achieved results and return for the « Quarterly, half-yearly and annual reporting « Payment of dividends

and Investors

Regulator

Customers

shareholders
- Share value

- Management alignment with shareholder
guidelines

- Provision of clear, transparent and timely
information that enables knowing the
company’s evolution and its economic,
financial and governance reality;

« Social and work stability
- Reputation of responsible business citizenship

«+ Quality of service of the Universal Postal
Service

- Prices of the Universal Postal Service

- Criteria for density of the postal network and
minimum service offers

- Compliance with market competition rules

- Bestproducts at accessible prices, i.e. better
quality/price relationship

« Reliability and trust
- Convenience
- Satisfaction

presented in arigorous, reliable and consistent
manner through submission of press releases,
half-yearly and annual reports and financial
statements disclosed on the website of the
company and CMVM.

- Meetings and video conferences with investors
and market analysts

- Clarification of shareholders and other
investors through the telephone line and
e-mail provided for the purpose

- Information on services
- One-off information and clarifications

- Participationin hearings and/or public
consultations of draft decisions

- Regular reporting

« Information campaigns

- Personalised and permanent communication

- After-sales actions

- Advertising and accessibility of the information
- Proactive management of failings

- Policy of variable remuneration indexed to
the attainment of pre-defined management
objectives

- Social and environmental initiatives and
investments

- Maintenance and deepening of engagement
with the stakeholders through meetings, video
conferences and webcasts to disclose results
and communicate management guidance in
relation to the business strategy

« Participation in business environment and
sustainability ratings

« Compliance with defined quality levels and
management of the system of claims and
information requests

- Application of the defined criteria for
establishing prices

- Accomplishment of objectives for density
of the postal network and minimum service
offers

« Application of the methodology to calculate
the net cost of the universal service (CLSU) and
concept of unfair financial burden for purposes
of compensation of the CLSU

- Monitoring of the application of Community
and national principles and rules on market
competition

« Improved customer satisfaction

- Launch and reformulation of new customised
business solutions

« 220 Banco CTT post offices

- Environmentally more responsible operating
model (fleet and buildings)
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Critical
stakeholders

Customers (cont.)

Competitors

Employees

Unions/
Workers Committee

Suppliers

Media

Community

Expectations
and needs

Flexibility and customisation

Security of postalitems
(accountability)

Security of the banking operations

Geographic coverage and accessibility

Responsibility and environmentalimage

Closer and more frequent relations
(newsletters, portals, focus groups, satisfaction
assessment studies, etc.)

Participation ininitiatives of common interest

Sector benchmarking

Provision of access to the network

Stability (employment security, wage, social
protection)

Adequate remunerations

Opportunities for career development and
professional progression

Good working conditions

Recognition of merit

Participative management

Maintenance of social support measures

Equal opportunities and management of the
diversity

Better work-family balance

Retirement conditions

Respect for their opinions/positions
- Transparent negotiation

Consultation on matters of corporate
responsibility

Participation in collective bargaining and
contracting processes

Compliance with Public Service Obligations

Maintenance of social support measures to
employees and their family

Equal opportunities and transparency (clear
rules)

Fulfilment of payments deadlines

Increased volume of new supplies
- Tightening of relations

Qualification of suppliers (surveys and audits)

- Access to reliable and relevant information

- Communication to the market

Compliance with Public Service Obligations

Proximity/presence in the field

Stimulation of the local economy

Capacity of communication/dialogue with
local partners

- Accessibility to the services

Good corporate citizenship, in social and
environmental terms

Table 3 - List of stakeholders and forms of engagement

Forms of communication
with stakeholders and their hearing

Call centre /attendance lines

Key Account Managers, managers of large
accounts and customer managers

Market studies

Regular surveys on delivery and counter
service services

Decentralised meetings of the Management
with customers

Participation in forums
Participation in benchmarking exercises
Representation in bodies of the postal sector

Information in due time

Personalised communication through the
leadership/dialogue chain

Team meetings

Written internal communication (magazine,
thematic newsletters, electronic formats,
letters, intranet)

Training
Forums
Systems for suggestions
Surveys

Monthly and/or extraordinary meetings with
the senior management

Meetings with Union Organisations and
Associations Representing Functional Groups,
whenever necessary

Relevant communication management

Information and communication of company
projects

Responsible procurement policy - contractual
clauses

Regular communication on non-compliance in
supplies - opportunity forimprovement

- Mailbox to receive company presentations

Press Relations Agent (direct contact with
the media)

Press Releases
Press conferences
Presence in the social networks

Direct/personalised information
CTT website

Presence in the local and national press and
social media

Direct contact with the postman and counter
service personnel

Measures
adopted

Studies on the adequacy of the offer
of products and services

Consolidation of the ecological portfolio
(products and services)

Maintenance of certification under
various standards

Compliance with market rules

Interventionin joint projects, in the context
of sectoral bodies

Maintenance of jobs

Widespread disclosure of work-related
information

Continuity of the H&S programme
Assessment of working conditions

Modernisation and renovation of infrastructure
and equipment

Training on safe/defensive/ecological driving
89% of the employees covered by training
Participation in the Forums

Companies for Gender Equality

Trainee programmes

Integration of trainees in voluntary work
projects

Review of the Company Agreement signed

89.9% of the employees covered by collective
bargaining agreements

Review of monthly base remunerations up to
2,772.3 euros. Increase between 0.65% and 1%

Harmonisation of work hours

Stricter social, human rights and environmental
requirements

Eco-friendly Procurement Policy - compliance
with the objectives

Participation in the development of new
products/services and improvement of those
existing

Invitation of suppliers to meetings for
presentation of products/services provided

Disclosure of information on the services,
projects, results and other aspects
of corporate life

Support to social inclusion:

- 92% of accessibility to post offices by people
with reduced mobility;

« Collection of donations through PayShop
agents

« 16 voluntary work initiatives
Renovation of CTT post office premises

Environmental programme - reduction of
energy consumption and emissions



Memberships and significant participation

In the context of the company’s sustainability strategy, CTT
is a member and develops joint activities with BCSD Portugal
(Business Council for Sustainable Development), APQ (Portu-
guese Association for Quality), APCE (Portuguese Association
of Company Communication), APEE (Portuguese Association
of Business Ethics) and APVE (Portuguese Electric Vehicle As-
sociation).

CTTis also a member of APDC (Portuguese Association for the
Development of Communication), APAN (Portuguese Advertis-
ers Association), ICAP (Civil Advertising Self-Discipline Agency),
COTEC (Business Association for Innovation), APEL (Portu-
guese Association of Publishers and Book Sellers), IPAI (Portu-
guese Internal Audit Institute) and IPCG (Portuguese Corporate
Governance Institute), among others.

As afounding member of the Universal Postal Union (UPU), CTT
is present in a number of other affiliated organisations such as
PostEurop (Association of European Public Postal Operators),
UPAEP (Postal Union of the Americas, Spain and Portugal), Eu-
romed (Postal Union of the Mediterranean) and AICEP (Interna-
tional Association for Portuguese Expression Communications).
CTT has chaired AICEP since 2009.

CTT was elected in 2016 to represent Portugal, during four
years, at the Council of Postal Operations of UPU and as mem-
ber of the Board of Directors of PostEurop, for three years. In this
body, CTT holds the position of Vice-Chairman of the Environ-
ment working party and Chairman of the Innovation Forum.

CTT also endorses the United Nations Caring for Climate initi-
ative, a commitment made by worldwide leading companies
on climate change and is a member of IPC (International Post
Corporation).

Goals for2018

- Segmented communication with stakeholders

- Completion of the review of the structure/contents
of the CTT website/social networks by 2019
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3. Management of Risk
and Ethics

3.1. Management of Risk and Crises

The Risk Management modelimplemented at CTT follows the 3
lines of defence” model, based on the good practices of Auditand
Internal Control, in order to identify, assess and manage the un-
certainties and threats that might influence the pursuit of the plan
and strategic objectives, in a manner aligned with the risk profile.

The Audit Committee is responsible for supervising the policy
and management system on risk, in articulation with the Board
of Directors and Executive Committee, following up the risk con-
trol policies and integrated assessment methodologies, also
promoting an annual assessment of the degree of compliance
and performance of the policy and management system onrisk.

The Finance and Risk Department is responsible for the cen-
tralised coordination of this management model, ensuring the
implementation of the policies defined by the Executive Com-
mittee with the Business Units and Corporate Department and
developing risk management processes and methodologies in
accordance with the best practices.

Furthermore, the Risk Management Committee, as a centre
aggregating the different visions and sensitivities of the areas
involved, represents a leveraging instrument for the entire pro-
cess of operationalisation of the Risk Management System, re-
inforcing the organisational involvement and commitment with
regard to the issue of risk.

For a more detailed overview of the series of actions taken con-
cerning the principle of precaution, see the Corporate Govern-
ance Report, points 50 to 55 in pages 35 to 40.

The Board of Directors supervises the manner in which the
organisation identifies and manages economic, environmen-

Strategic Risks

tal, and social performance, including risks and opportunities,
through the following instruments:

CTT medium-term strategic plan;
- Annual plan and budget;
- Annual and quarterly reports and financial statements;
- Annual Sustainability Report;

Monthly controlindicators;

Monthly and quarterly control meetings;

In the beginning of 2017, finalising the risk assessment process
initiated in 2016, all the 1% lines were heard in order to obtain
a consensus relative to the ten most critical risks (top risks).
These were subsequently subject to a quantification exercise
to reflect, in terms of financial impact, of the consequences of
their materialisation, enabling an aggregate vision of the indi-
vidual and combined effect of the impact of the different risks
(Value-at-Risk). Through various workshops it was also possi-
ble to identify specific mitigation actions for each top risk, whose
scheduling and implementation will occurin 2018.

A review was made of all the documentation supporting the
Risk Management System, with the approval of the Internal
Regulation on Risk Management. This regulation establishes
the standards and procedures which should guide CTT's Risk
Management process, hamely the description of methodolo-
gies, techniques and tools supporting its operationalisation and
the definition of functions, responsibilities and models of gov-
ernance and organisational articulation.

Therefore, during this phase, CTT identified, assessed and pri-
oritised the following most significant corporate risks that could
compromise the attainment of its strategic objectives and neg-
atively affect its sustainable growth:

due to uncertainties arising from the strategy defined by CTT and the way that it isimplemented

Response to the competition

Iberian CEP challenge

Publicimage

Prices of the Universal Service

Operational Risks

Lack of capacity/agility of response to competing offers and consequent loss of Customers.

Challenge of gaining Iberian market share in anincremental and growing manner.

Negative perception of CTT's image by the customers, investors and remaining stakeholders.

Universal Service price fixing rules that do notincorporate the market concerns and perspective.

derive from failures or defects in the management of business processes, in people and in IT

Operational efficacy

Continuity of postal operations

Deterioration of service quality due to recurrent or occasional operational inefficacy (or inefficiency).

Interruption of postal operations due to occurrence of disruptive, unpredictable and inevitable events,
beyond CTT's intent and control.



Operational Risks

derive from failures or defects in the management of business processes, in people and in IT

Protection of personal data

Labour disputes

Continuity of Counter service
activities

Obligations of the Universal
Service

Security of information

employees or other parties.

Financial Risks

Breach of the duties derived from the General Regulation of Data Protection (RGPD).

Divergences between the company and workers/unions, embodied in strikes and protest actions.

Disturbances in the retail network caused by failures in IT systems, absenteeism or other motives.

Breach of the obligations arising from the concession of the Universal Postal Service.

Commitment to the confidentiality or integrity of the information concerning the business, customers,

derive from exogenous and internal factors which significantly and directly affect CTT's performance and financial condition

Operational investment

Financial investment

Interest rates

Health care plans

External Risks

Profitability lower than that forecast in CTT's operational investment projects.
Total or partial loss of the capital invested by CTT in participated companies.
Incapacity to generate financial income by investment of surplus liquidity in term deposits

Increased value of liabilities related to employee benefits with respect to health care plans.

derive from more or less unpredictable factors and that are beyond CTT's power of intervention and influence

e-substitution

Decline of postal volumes due to intensification of the phenomenon of digitalisation and replacement

of physical mail by other forms of electronic communication.

Consumer behaviour -
requirements.

Terrorism

Figure 12 - CTT risk factors and opportunities

Incapacity to respond adequately to the emergence of new paradigms in the market and consumer

Personal or material damage derived from malicious or terrorist acts.

Specifically, in terms of environmental aspects, in view of their relevance, the risks and opportunities are listed below.

Risk factor Risks

Environment/Climate

Change practices or legal non-compliance

« Increased costs derived from future legal and regulatory obligations
- Increased energy costs associated to the evolution of fuel and energy

prices

- Operational disruptions due to extreme climate phenomena
« Reduction of physical mail volumes, derived frominitiatives based on

environmental arguments

Table 4 - Risks and opportunities of environmental aspects

Environmental impacts of the activity, products and services

As a result of its activity, the Company identifies as the principal
potential impacts, direct or indirect, the depletion of energy re-
sources of fossil sources through the consumption of motor fuel
and electricity, climate change and depletion of the ozone layer
arising from greenhouse gas emissions and other atmospheric
pollutants, the indirect impacts associated to the consumption
of natural resources (primarily paper and water, where the latter

« Reputation and financial damages arising from poor environmental

Opportunities

- Development of ecological businesses

« Increased customer loyalty

« Increased pricing power

« Reinforcement of brand and reputation

- More efficient use of resources and cost-cutting

« Optimisation of the supply chain

« Improved risk management

« Increased capacity to attract investors and lower the cost of capital

- Strengthening of engagement with employees and other stakeholders

is associated to the daily operation of the facilities), the potential
contamination of soil derived from the production of waste in the
buildings and the domestic effluents of the facilities where the
dischargeis madeinto the municipalnetwork, and noise emission.
A abordagem e gestao destes temas podem ser consultadas
no capitulo 5 deste relatdrio.

The analysis and management of these topics can be consulted
in chapter 5 of this report.

GRIEC2

2

GRISO2 GRIEN30

GRISO3
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3.2. Corporate Ethics

At the end of the year, the updated versions were approved for
the Code of Conduct of CTT and Subsidiaries, as well as the Code
of Good Conduct for the Prevention and Combat of Harassment
at Work. These documents consist of guidelines enlightening the
values and attitudes which should be followed by all the workers
during the performance of their duties, with their dissemination
being planned to take place during 2018. During this year, the
training on “CTT and Subsidiaries” e “CTT and Bank” Codes of
Conduct was completed successfully by 1,726 employees.

The activity of the Ethics Committee, in addition to monitoring the
communications received in the existing channels on any situa-
tions of breach of the Code of Conduct, or forwarded by the Audit
Committee, under the Regulation on Procedures for Communi-
cation of Irregularities (RPCI), focused on monitoring the index of
training on the Code of Conduct and Subsidiaries, on updating the
Internal Regulation of the actual Committee, and the review and
preparation of the Codes referred to above, with a view to ensur-
ing CTT's observance of the rules established in the legislation
publishedin August 2017.

The responsibility for the technical support provided to the Eth-
ics Committee relative to the operationalisation of the system
of communication of irregularities / whistleblowingis entrusted
to the Audit and Quality Department, which assures the confi-
dential handling of the received communications and upholds
the principle of non-retaliation in relation to the persons report-
ingirregularities.

This year, the Ethics Committee received two communications
that were appraised and decided upon, aimed at detecting
possible irregularities related to non-compliance with rules on
conduct, with neither case having been conveyed for handling
under the RPCI.

We also highlight the activity developed by the Compliance De-
partment which, under the provision of financial services and fol-
lowing the application of current procedures regarding the iden-
tification and reporting of suspicions of money laundering and
terrorist financing, 181reports were made to the entities laid down
in current legislation (DCIAP - Central Department for Investiga-
tion and Penal Action and UIF/PJ - Financial Intelligence Unit of
the Criminal Investigation Police), covering financial service oper-
ations that came to approximately 19.1million euros.

Procedure are in force at the company for the identification of the
active and passive perpetrators of situations of bribery and cor-
ruption with a view to their identification within the legal-criminal
system. In this context, accusations and claims are investigated
and an analysis is made of procedures and practices which may
lead to or represent irregular and corrupt behaviour.

As aresult of the audit and inspection actions, 89 delivery offic-
es, 102 postal agencies and 200 post offices were audited, rep-
resenting, respectively, 39%, 20% and 33% of the total number.

2 Atanational level, including Banco CTT and without Transporta

Following the investigations prior to disciplinary hearings, there
were 5 unilateral terminations of employment contracts.

The training in anti-corruption policies and practices was attend-
ed by 725 participants, involving a volume of 3,284 hours, corre-
sponding to 6% of the employees?.

Allthe operations of Banco CTT are submitted torisk assessment.
The customers and transactions made are analysed according to
the risk they might represent in terms of use of the Bank for pur-
poses of money laundering or terrorist financing (which includes
the crime of corruption).

The relations with financial and non-financial counterparts are
also subject to a due diligence process which seeks to prevent the
conduct of business with entities that show risks of money laun-
dering or might represent reputation risks, due to being involved
in financial crimes or associated to practices of corruption.

No cases of fraud or other offences were recorded. Banco CTT
has an Anti-Money Laundering and Terrorist Financing Policy and
a series of processes and procedures aimed at assuring compli-
ance with the legal requirements and mitigating the risks of the
Bank being used for these purposes. Annually, a team of external
auditors conducts an assessment of these processes and proce-
dures and effectivity tests.

Compliance with ethical requirements

CTT has been fined pursuant to laws and regulations relative
to products and services: contractual fines of ANACOM, of the
value of 151 thousand euros, relative to breach of the contract
to provide the Postal Universal Service; Banco CTT paid 10,500
euros relative to 2 reports delivered after their deadline; and
Mailtec paid 6,768 euros. CTT was not the object of any lawsuits
in the context of unfair competition anti-trust conduct with ap-
plication of significant fines or non-monetary penalties, derived
from non-compliance with environmental or corporate laws
and regulations.

There were 563 occurrences/proceedings relative to non-com-
pliance with labour laws and regulations, with 97 having been
resolved in addition to 530 of previous years. Under fixed term
contracting there were 56 cases which gave rise to the reinte-
gration of one person.

CTT assures the safeguarding of the company’s responsibilities on
legal matters and complies with the Code of Advertising and Mar-
keting Communication Practice of the ICC (International Cham-
ber of Commerce), being represented at and a member of ICAP
(Civil Advertising Self-discipline Agency) and APAN (Portuguese
Advertisers Association). CTT complies with codes/regulations,
such as the Code of Conduct on Advertising Matters, the Code of
Fair Practices on Environmental Advertising, among others. CTT
abides by the self-discipline that the industry imposes upon itself,
with the objective of ensuring, quickly and efficiently, respect for
the rules in advertising communication.




The company’s Code of Conduct s clear in relation to marketing
and advertising practices, with compulsory disclosure of correct
and accurate information on the marketed products and ser-
vices, namely their technical characteristics, after-sales assis-
tance, prices and payment terms.

ANACOM (National Authority on Communications) is respon-
sible for the regulation and supervision of the postal sector.
Therefore, and under the concluded Concession Contract, ANA-
COM monitors CTT on a regular basis through the following two
types of audit:

- Audit of CTT's analytical accounting system, to check the
conformity of the system and the obtained results, as well
as compliance with national and international rules, stand-
ards and good practices. The statements issued on the audit
to the results of the analytical accounting system relative to
2014 and 2015 indicate that the results were produced in ac-
cordance with the applicable legal and regulatory provisions.
In this context, work was also developed in the area of audits
to the results of 2016.

- Audit of the quality of service indicators and information re-

quest system of CTT to verify the reliability of the results and
adequacy of the methodology for determining the service
quality levels. The publication of the audit results for 2015 val-
idated the values of the indicators reported by CTT to ANA-
COM, with work having been developed in terms of control
actions on the quality levels offered by CTT during 2016.

Goals for 2018 and following

- Completion of the training process on the Code

of Conduct of CTT and Subsidiaries by 2019

- Internal disclosure of the Code of Good Conduct to Prevent

and Fight Against Harassment
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4 Economic Performance
and Customer Satisfaction

4.1. Economic Performance

thousand euros 2016 2017 A%17/16
Operating revenues 696,822 714,278 2.5%
Consolidated EBITDA 102,053 81,138 -20.5%
Consolidated operating results 90,883 47,093 -48.2%
Consolidated net profit 62,160 27,263 -56.1%
Consolidated GVA 429,764 401,981 -6.5%
Investment 42,160 28,534 -32.3%
EBITDA margin 14.6% 11.4% -3.3p.p.
Return on Equity (ROE) 25.6% 13.1% -12.6p.p.
(Ge\ﬁAro/) Average no. of employees 34,656 32,062 _75%
Consolidated assets 1,316,697 1,608,765 22.2%
Equity 233,327 183,991 -21.1%
Share Capital 75,000 75,000 0.0%

Table 5 - Economic performance of CTT

CTT closed the year with a consolidated net profit of 27,263
thousand euros, corresponding to a net margin over operating
revenues of 3.8% and return on equity of 13.1%.

Consolidated EBITDA amounted to 81,138 thousand euros, rep-
resenting a reduction of 20.5% in relation to the previous year,
and a margin of 11.4%.

thousand euros 2016 2017 A%17/16
Direct economic value generated 697,724 714,659 2.4%
Revenues 697,724 714,659 2.4%
Direct economic value distributed 708,457 761,821 7.5%
Operating Costs 266,315 311,301 16.9%
Wages and Employee benefits 338,387 354,740 4.8%
Pay_ments to providers of 76,805 77,381 0.8%
capital
Payments to Government 25,714 17,255 -32.9%
Community Investments 1,236 1,144 -7.5%
Accumulated economic value -10,734 -47,162 -339.4%

Table 6 - Direct economic value generated and distributed by CTT

The company distributed over 354 million euros in wages and
benefits, it remunerates its shareholders, is an important tax-
payer and returns to the community a value above one million
euros.

4.2. Customer Satisfaction

Contact network

CTT has a significant impact on Portuguese society due to its
presence throughout the entire country as well as in interna-
tional markets, reaching the most remote places, its importance
in terms of employment and the production of wealth, and as a
vehicle of enhancement of the competitiveness of the national
business structure.

CTTis a powerful platform of convenience services with a post-
al and financial vocation, in terms of quality, efficiency and value
creation, aimed at meeting the needs of citizens and economic
agents. The company is an essential element of the country’s
social and economic development, contributing to improve the
quality of life of its customers and employees, as a result of its
dynamics, service-driven culture and attitude of social respon-
sibility.

Approximately 2/3 of the company’s workforce, almost 7 thou-
sand employees are in daily direct contact with customers, in
counter service and delivery, ensuring the visibility of one of its
key features, proximity. CTT provides information on its website
on the characteristics of its products and services as well as on
its service quality aggregate performance.

The renovation of its infrastructures has been a constant con-
cern, with a view to providing well-being to its customers and
employees. The modernisation of the post offices is the most
visible side of this investment effort. The Company has invested
interms of the operations and back-office, namely in mail auto-
mation equipment, in the renovation and expansion of the fleet,
in IT, innovation and development. There are now 220 Banco
CTT post offices in the entire country, providing bank services to
the population and promoting a differentiated offer.

Organisation model for sales

CTT is driven by the market in general and corporate segment
in particular, offering CTT brand products, which reflect the in-
creasingly more diversified areas of its competence, from mail
and business solutions, parcels and express, financial and bank
services, printing and finishing, etc.

The customers are segmented by turnover and business sec-
tor. In total there are 1,400 accounts distributed over Retail;
Mass Distribution; Pharmacy; Publishers; Motor Vehicle; Or-
ganisations, Associations and Foundations (OAF); Utilities; Tel-
cos (Telecommunications); Local Public Administration; Central
Public Administration; Banking and Insurance. In this way, each
customer is assured regular, presential and specialised atten-
tion, enabling an overall and integrated offer of services and
products aimed at creating value and the potential boosting of
each entrepreneurial business act.



Dematerialisation, proximity and Business Intelligence

CTT continued to focus on the development of products which in-
tegrate the existing skills and assets, continuously innovating the
range of offers. This year, we launched the following new services:

- CTT Ads - online, turnkey solution available 24/7, enables
the creation and sending of advertising campaigns using the
CTT network, in a simple and effortless manner, assuring
an effective result. Directed at small and micro-enterprises
which, due to their size or positioning, do not have access to
creative agencies or means, and that can find in this solution
the ideal way to make their business grow, with a profession-
alised advertising communication, through the sending of
messages by physical means, e-mail or SMS;

- In the Mail and Convenience Services business, focus was
placed on the simplification of processes, with the introduc-
tion of digital channels;

- Integrated solutions for the water sector, combining compe-
tencies of proximity with the network of postmen and wom-
en, forreading meters;

- Solution for the rental sector which, following a self-service
model, enables our customers to manage the contracts with
their tenants and receive the respective rents;

- Information on toponymy and georeferencing, via Web Ser-
vices and Widget, which enables direct integration in the
customer’s IT, assuring best quality and efficiency in the col-
lection and maintenance of addresses and geographic posi-
tioning;

- The Online Receipts surpassed 3 million processed invoic-
es, which corresponds to the elimination of almost 600 km
of printed ticket, non-recyclable paper due to the chemicals
used. The service has been available at over 1,900 post of-
fices and postal agencies since July, making this the first na-
tional retail network to offer a service of this type for its final
customers.

Via CTT - The electronic post box which enables the digital re-
ceipt, organisation, sharing and filing of letter mail in a secure,
easy and cost-free way. This year it became possible for any en-
tity to subscribe to this service in self-adherence mode and now
with an app for smartphones.

viactt

This is CTT's service which enables fully dematerialised elec-
tronic communication along its entire value chain. Promotes
the electronic connection between corporate senders and any
receiver, whether an individual person, collective or public en-
tities and institutions (B2C, B2B, B2X).

Launched in 2006, it has more than 1.4 million users and 52
participant entities, with Public Administration, the Telecommu-
nications sector, Utilities and Banking as dispatcher entities.

Communication with customers

Sustainability today occupies a central
role in Nespresso's strategy. As a result,
the selection of partners is vital, since
they must be imbued with the same prin-
ciples. The partnership with CTT Expresso
is an example of this, a relationship re-
quiring constant attention, based on the choice of services with
the least carbon footprint. To this end, the existence of a close
cooperation between entities, through real-time communica-
tion, collaboration with waste reverse logistics initiatives and
continuous innovation of the means available for first delivery
attempt success, is of the essence. There is thus an alignment
of efforts with a positive impact on the environment and our
customers’ satisfaction, guaranteeing the sustainability of our
partner and business

Sandra Conceicao
Operations Director of Nespresso

NESPRESSO.

There are various channels for submission of requests for infor-
mation and/or claims, with a continued trend of replacement of
traditional printed forms by easier methods. The voice and digi-
tal support enables the customers to make a higher number of
re-openings and insistence on cases.

Ten external mailboxes and eight differentiated attendance
lines are currently available, in addition to the Nave system,
where the complaint is physically submitted at CTT post offi-
ces. The trend to use mediation entities by customer has been
maintained, namely CTT's Customer Ombudsman. Since 2010,
these customer attendance channels have been awarded twel-
ve distinctions, confirming that CTT is at the cutting edge in the
implementation of the best contact solutions.

In 2017, CTT Lines and CTT Express were awarded silver and
bronze medals, respectively, in the APCC Best Awards 2017, in
the category of Transport, Delivery and Logistics.

The customer attendance services received over 2.6 million
contacts by telephone and e-mail, with a 20% increase of de-
mand in relation to the previous year, especially due to the
e-mail channel which increased by 28% and already accounts
for 45% of all contacts.

Number of contacts received 2017 A%
Telephone channel 1,434,023 14%
E-mail channel 1,177,733 28%
Total 2,611,756 20%

Table 7 - Contacts of customers

The growing trend of the volume of contacts by customers es-
sentially derives from the growth of e-commerce and respecti-
ve procedures for customs clearance and sending of documen-
tation, the enhanced functionality of toll collection, search of
items and international mail.

£10Z Moday Ainigeureisng

L€ — abed



£10Z Moday Anigeureisng

z€ — abed

& ctt

Customer Satisfaction

The customers' opinion, expressed through satisfaction sur-
veys conducted on a daily basis, indicates that 84.7% of the re-
spondent customers consider that the overall quality of CTT is
good or very good, and 91.9% of the customers have a favoura-
ble opinion with respect to the quality of the counter service and
85.6% relative to the quality of delivery services.

The measurement of the quality of the Universal Postal Service
is carried out by PwC (Pricewaterhousecoopers) and the Over-
all Quality of Service Index (IGQS) stands at 110.1 points, which
compares to an objective of 100.

The obtained results indicate, in particular, that registered mail
achieved 92.6% of deliveries within 1day and 95.9% of ordinary
mail was delivered within 3 days. On Mainland Portugal 91.4% of
priority mail was delivered within 1day and 87.9% within 2 days
in the CAM area (flows between the Mainland, Azores and Ma-
deira). For international mail, from a point-to-point (E2E) per-
spective, 82.6% of deliveries were carried out within 3 days and
96.3% within 5 days, below the targets defined by the European
Community Directive for the postal sector.

Global quality of counter service
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Figure 13 - Customer satisfaction - counter service
Global quality of delivery service
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Figura 14 - Customer satisfaction - delivery

The focus on the certification of services, as an ideal tool for the
management of customer relations, was reinforced in 2017, to
cover all the business premises of the delivery service (Postal
Delivery Offices) area, the counter service area (CTT post offices,
mobile post offices and external postal counters) and 204 postal
agencies.

Under the Management Systems, the existing certifications were
maintained in the benchmarks on Quality (ISO 9001), Environ-
ment (ISO 14007) and Safety (OHSAS 180071 at CTT's operating
centres, in the most important subsidiaries, including the IPC -
International Post Corporation certification at the Airmail Unit of
Lisbon, the FSC certification (custody of the value chain) and the
Security of Information certification (ISO 270071) at Mailtec.

The Corporate Certification of CTT was obtained at the end of the
year, which recognises the compliance with the ISO requirements
of the transversal processes of Human Resources, IT, Physical
Resources and Security, Procurement and Logistics, Customer
and Business Support, Audit and Quality and Brand and Commu-
nication (Environmental Management), which serve the internal
areas and Certified Management Systems.

The opinion surveys show that 89.1% of the customers consid-
ered CTT a trustworthy company and its employees competent
(94.2%) and friendly (93.5%). The customer’s perception of the
waiting time at CTT post offices evolved unfavourably since the
previous year, with favourable opinions standing at 70.6%.

The Mystery Client studies carried out regularly to the organisa-
tional world covered by the certification of services evaluate as-
pects such as the quality of the infrastructures, presentation and
attitude of the staff and counter service and delivery service level.
The overall results were favourable in around 96.4% of cases in
postal delivery offices and over 99.3% in post offices.

A study was conducted on Brand Positioning and Reputation
2017 of CTT which positioned the company as a Robust Brand,
i.e. abrand which throughout 10 years has recorded indices of ex-
cellence and robustness in a sustained manner in Portugal. Fur-
thermore, the assessment of the publicin general for Admiration,
Trustworthiness, Preference and Recommendation place CTT in
the 1% place among the PSI 20 brands.



This year, satisfaction surveys were not conducted among busi-
ness customers in a transversal perspective across CTT. Howev-
er, some subsidiaries heard their customers: CTT Contacto ob-
tained a grade of 7.3 (on a scale of 1to 10) and 96.3% of the final
customers of Tourline, in Spain, stated being satisfied with the
brand. The Bank has 84% of very satisfied customers.

Goals for2018

- Maintain the certification of Postal Offices,
Postal Delivery Offices and Postal Agencies

- Improve the positioning in the QS international
IRA-E K+1ranking

- Maintain the Inbound GMS result above the target

- Surpass the quality targets stipulated
by ANACOM (100 points)

- Maintain the certification of CTT's subsidiaries,
including Transporta

- Expand the Corporate Certification to 2 more
relevant transversal processes of CTT

- Maintain the average times of response to claims
(10 days national and 38 international)

Claims

The processes relative to information requests and claims
from customers constitute an enlightening form of detection
of anomalies observed throughout the operative cycle of the
products and services comprising CTT's portfolio. For this rea-
son, the primary objective of the customer support area is the
identification of recurrent situations, seeking to involve the en-
tire organisation in the search for solutions which enable elim-
inating these occurrences.

This year, 242,866 cases of national and international scope
were submitted relative to marketed services and products, re-
vealing 8% growth in relation to the previous year.

The total claims presented below includes the cases of CTT,S.A.
and its subsidiaries?® where only CTT Expresso is separated due
to showing a significant number of claims, albeit consistent with
its activity and volumes.

3 Does notinclude Tourline or CORRE; # Data relative only to the Universal Service

Number of cases of claims received

(national and international) 2087 AHELS
cTT 153,676 11%
CTT Expresso 89,190 4%
TOTAL 242,866 8%

Compensation (euros)
c1T 840,707 22%
CTT Expresso 441,864 12%
TOTAL 1,282,571 18%

Notes: includes cases of claims, requests for information and compensation relative to the Universal
and Non-Universal Postal Service

Table 8- Volume of submission of claims/requests for information and compensation
CTT

The 11% increase of cases is associated to the customers’ grow-
ing awareness of their rights and their higher requirements and
expectations of compliance with service standards. The main
motives of lack of satisfaction are related to perceived delays
in delivery, items that have gone astray and lengthy time in the
sorting of postal items subject to customs/clearance handling.

The requests for information and claims are distributed as fol-
lows: national service 44%; international 51% and financial 5%.

In the international service the reasons that lead the customers
to request investigation are delays in delivery (43%) and items
going astray (32%), which together account for 34 of the re-
quests for information and claims.

Regarding other anomalies which are classified as defective
compliance with the product or service specifications, there
were 43 and 4 claims, respectively at a national and internation-
al level, which point to cases of non-disclosure of information®.

The 22% increase in compensations is primarily explained by
items that went astray and the incorrect return of items. Reg-
istered mail represents 85% of the total compensation val-
ues. The national service grew by 21% and the international by
22%. International compensation accounts for 94% of the total
where the amount of items that have gone astray and lack of
response by the destination postal operator are the causes that
have most contributed to the increased compensation.

There were 40,923 incidents of non-compliance, gave rise to
13,377 cases of compensation out of a total of 145,141 claim cas-
es answered under the Universal and Non-Universal Service
and relative to the national and international service.

After investigation, and taking into account the features of the
service and procedures in force, it was found that in 26% of the
cases the items had been delivered to the addressee.

Banco CTT received 641 complaints submitted in the Com-
plaints Book and 128 addressed to Banco de Portugal.
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CTT Expresso

CTT Expresso recorded a 4% increase in claims received. The
motives of greatestimpact on claims against CTT Expresso are
associated to the tracing of items, with 42% of the total, and de-
lay in delivery/service, with 16%. The national service accounts
for 81% of the complaints.

Compensations grew by 12% in terms of value, in relation to the
previous year, with delay in delivery, standing at 48%, being the
most frequent motive. After investigation, and taking into ac-
count the features of the service and procedures in force, it was
found thatin 54% of the cases the service offered complied with
that contracted with the customer.

4.3. Security and Data Protection

Security and protection of information is a critical topic for CTT.
For this purpose, information security policies are defined as-
suring that the data resident in the applications comprising the
technological ecosystem are managed and provided in a man-
ner guaranteeing their confidentiality and integrity. This man-
agement is extended to the data used in-house, as well as that
entrusted to third parties.

Control procedures and tools have also been implemented to
identify vulnerabilities and threats to the security of information,
with the development and implementation of plans to miti-
gate detected weaknesses. In this regard, the IT infrastructure
was redesigned at various levels, reducing maintenance costs,
increasing performance and improving the disaster recovery
solutions.

Banco CTT has developed a security programme to assure the
privacy of sensitive data of its customers and to defend the in-
frastructures, systems and other critical assets against threats
of fraud, cybercrime, theft or loss of information. Cryptographic
controls have been implemented in the home banking and mo-
bile banking services, and intensive security testing is done on
the applications and systems, to identify and eliminate security
risks and threats.

For other business units, such as in the case of Mailtec Comuni-
cacao, CTT holds 1SO27001 certification, which covers Information
Security Management Systems.

Moreover, the Code of Conduct, in point 4.2, is clear as to the
requirement of confidentiality, data protection and profession-
al secrecy on the part of the employees. The Code of Conduct
likewise imposes the protection of data relative to information
formats and databases.

To this end, CTT's sale of databases complies with the law on
data protection, which assures the rights to information, access,
rectification and elimination, objection and other rights in con-
formity with notifications and/or authorisations issued by the
CNPD (National Commission on Data Protection), with all the
legal requirements having been fully observed and free of any
penalty.

With respect to mail, items that have gone astray, delays and
occasional anomalies in delivery figure as the main causes of
customer claims, with no claims having been received which
might be associated to breach of customer privacy, namely the
unlawful interception of letter mail.

The appraisal and selection of retail products for sale at CTT post
offices is based on criteria such as the recognition of the partner,
its environmental practices and product certification, in order to
assure compliance with the legislated health and safety rules
relative to merchandising products, especially those intended
for use by children, as is the case of toys.

In terms of safety of postalitems, CTT follows the rules defined
by the UPU (Universal Postal Union) which regulate or prohibit
the transport, among others, of radioactive material, contagious
substances, live animals, narcotics, psychotropic substances,
explosives and contents of paedophilic or pornographic nature.
With a view to increasing safety and participation in the fight
against international terrorism, at international airports, CTT
complies with the safety specifications defined by INAC (Na-
tional Institute of Civil Aviation).

No cases were recorded of non-compliance relative to health
and safety caused by products or services.




5. Promoting Environmental
Responsibility

5.1. Environmental Management
Policy and Systems

CTTis arather non-aggressive company as a whole, compared
to other sectors of activity. Its impacts primarily involve pollut-
ant emissions into the atmosphere, essentially of greenhouse
gas (GHG), mainly associated to its own and outsourced trans-
port which currently accounts for almost all the carbon footprint
(scopes 1,2 and 3) of the company.

Comparing CTT's carbon intensity with its impact in terms of
creation of value, we find that the company’s contribution to
national GDP (GVA/GDP) stood at 2.2%., much higher than its
contribution to total national greenhouse gas emissions, which
was approximately 0.3%. (scopes 1and 2).

National Total

0.3 %o

Carbon Impact

Value Creation

Figure 15 - CTT contribution at national level

As an active player and aware of its role in the defence of the
environment, CTT has implemented its Integrated Quality, En-
vironment and Security Policy, whose priorities on matters of
the environment are the systematic monitoring of the environ-
mental aspects and impacts of postal activity, the streamlining
of consumption, promotion of recycling, increased energy effi-
ciency and environmental training and dissemination.

CTT has identified, assessed and prioritised the following most
significant corporate risks that could compromise the attain-
ment of its strategic objectives and negatively affect its sus-
tainable growth (chapter 3.1. Management of Risk and Crises,
above). The strategic, operational and external risks were iden-
tified at an environmental level, such as a negative perception

of CTT'simage by its customers, investors and other stakehold-
ers, with respect to its environmental reputation, its inability to
respond adequately to the emergence of new paradigms in the
market and customer requirements related to the development
of an ecological and environmentally responsible offer, and oth-
er reasons such as extreme climatic events.

In order to align the organisation’s management practices
with its environmental priorities and targets, from the top to
the base, CTT has incorporated sustainability variables in the
management scorecards of the business premises, someinre-
placement of the equivalent monetary indicators. This practice
enables placing the environmental agenda within the radar of
the managers and other employees, ensuring the follow-up of
situations and introduction of any necessary corrective meas-
ures. Accurate and detailed information on energy consumption
is collected, analysed and reported on a monthly basis to its local
owners and six-monthly to the Board of Directors, having be-
come a crucial element underpinning the decision-making pro-
cess. Some of the recent and most relevant business decisions
inthe short and long term were influenced by considerations on
reduction of the carbon footprint and enhancement of energy
efficiency (further identified below in points 5.2 and 5.3).

CTT expanded its certified management systems in 2017, having
achieved corporate certification, a facilitating approach of CTT's
transversal areas which will support each of the management
systems that are already in existence of CTT, bringing them par-
ticular benefits. One of the affected processes is that of Envi-
ronmental Management. The existing certifications were main-
tained, namely the certifications of the integrated management
system which include the Environment aspect ISO 14001 in the
operations of CTT, S.A., more specifically at CTT's four main op-
erating centres (North, Centre and South and EPA - Airmail Unit)
and in its most significant subsidiaries (CTT Expresso, Tourline,
Mailtec and CTT Contacto), as well as the certification of Mailtec's
FSC (Forest Stewardship Council) responsibility chain.

CTT responded to the “Natural Capital Challenge”, launched
and led in Portugal by the Gulbenkian Foundation, in partnership
with BCSD Portugal and the Natural Capital Coalition, in which 36
companies participated. The Capital Natural Protocol is a specific
methodology for management of topics related to dependencies
andimpacts of natural capital (paper, water, fuel, etc.) and its inte-
gration in decision-making processes. CTT was one of the three
companies selected for inclusion of case studies in the project’'s
policy brief, in this case about the CTT product portfolio.

The environmental liability insurance, of the value of 1 million
euros, was also renewed, covering possible damage derived
from CTT's activity, pursuant to the legal framework.

Goals for 2018 and following

- Energy Management System ISO 50001: completion of the
identification of processes and preparation of procedures

- Completion of the computer application for Management
Commitments by 2019
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5.2. Energy

With a significant weight in the carbon footprint, energy consump-
tion (direct and indirect costs) accounts for around 1/10 of the value
of the company’s total external supplies and services) is a priority
issue with respect to monitoring and the implementation of energy
efficiency measures. The increased energy efficiency leads to di-
rect environmental gains - each joule of energy savedisreflectedin
alower production of carbon emissions - as well as in a more solid
consolidated balance sheet of the company in the short and long
term.

Electricity supplied accounted for 41% of all the energy consumed
by CTT. This vyear, the electricity consumption from the public grid
amounted to 43,604MWh, corresponding to 156,973GJ, with cer-
tified green energy having been acquired for the entirety of this
consumption. This energy comes from 100% renewable sources
(water), with zero emissions.

CTT also consumes minor amounts of power produced by the ex-
isting solar panels at the Lisbon administrative service head office
and at the Maia building.

With the expansion of Banco CTT's activity, the consumption in
the respective post offices has increased, due to the expansion of
the lighting periods, the installation of new window displays and
increased computer equipment. Another factor which influenced
energy consumption in 2017 were the high temperatures during
the summer, which consequently increased the need for cold air
conditioning.

Thermal power consumption for air conditioning of the head office
building amounted to the total of 2,009MWith (6,507.3GJ).

Fuel continues to represent CTT's main energy consumption®,
having recorded a consumption of 5,971thousand litres, equiv-
alent to 221,020G). The overall efficiency of CTT's fleet, meas-
ured in litres/km, declined by 3.3% in relation to 2016, with 9.1
litres to 100 km®,

The specific consumption of the fleet of CTT, S.A., which is the
most representative of the company, degraded by around 3.2%,
as aresult of its adaptation to the rapid growth of e-commerce,
with larger sized items. To this end, there was an increase of
volumetry of the light goods vehicles, with replacement by
larger capacity vehicles, which implied a reduction both of the
kilometres travelled and consumption. As the latter was less
accentuated than the former, this lead to a degradation of the
efficiency indicators expressed in litres/km (but not in litres/
m3*km).

>OQutsourced vehicles are notincluded;
SDoes notinclude fleets of CORRE or Transporta;
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Figure 16 - Evolution of the average fleet consumption of CTT, S.A.

Regarding gas, used in the canteens of some CTT buildings,
consumption stood at around 44,703m?, equivalent to 1,941GJ’,
reflecting a stabilisation in relation to the previous year.

Overall, the reduction of fuel consumption by 1.8%, associated to
alterations of the operational model and the type of fleet, was not
sufficient to offset the increased energy consumptionin buildings
(electricity, gas and air conditioning) of 3.5%, which led to an al-
most stabilisation (0.4%) of the Group’s energy consumption.

The following table shows the evolution of power consumption
inGJ.

GJ 2016 2017 A%
Conventional electricity consumption ® 0.0 0.0 0.0%
Green electricity consumption 153,329.8 156,972.8 2.4%
Total electricity consumption 153,329.8 156,972.8 2.4%
Solar panel power consumption 127.2 127.2 0.0%

Thermal power consumption 4,650.9 6,507.3 39.9%

NPIAL S Rel e

Total fuel consumption ® 225,021.9 221,0204 -1.8%
Total gas consumption 1,888.8 1,941.2 2.8%
TOTAL 385,018.7 386,568.9 0.4%

Table 9 -Energy Consumption of CTT

Total energy consumption is reflected in an energy bill of close
t0 15.6 million euros.

The carbon emissions derived from outsourced road transport
activity, as well as from business travel and journeys between
home and work by the employees, were counted and are re-
ported further below.

7Value estimated according to the Greenhouse Gas Prototocol CO, for Direct Emissions from Stationary Combustion methodology of the GHG Protocol Initiative;

# Electricity consumption does notinclude CORRE or Transporta;
9 Fuel consumption does not include CORRE or Transporta.



Buildings

Reinforcing the commitment to reduce energy consumption,
with direct consequences on cutting greenhouse gas emissions,
various energy efficiency and carbon management measures
have progressively been implemented at CTT's real estate prop-
erties. These interventions have primarily focused on the compo-
nents of air conditioning and lighting, which are the most relevant
in terms of the facilities’ energy bill.

Operational centres

The three sorting centres (CPL) are the largest energy consum-
ers, out of the CTT's total of approximately one thousand build-
ings, with the South and North being energy intensive consum-
ers. Hence, the energy initiatives on these sites are clearly priority.

Notwithstanding the effort to rationalise energy consumption
and the implementation of energy efficiency measures in these
centres, there was an absolute increase of electricity consump-
tionin these two largest sorting centres. The heavy growthin par-
cels volumes associated to electronic commerce implied a higher
rate of occupation of the “Rest Mail” equipment at the South Sort-
ing Centre (CPLS), specific for sorting of these volumes, which
influenced the consumption of this building. Another influential
factor was the transfer of postal equipment for sorting of items
to these centres, for reasons of operational management. The
implementation plan of the ARCE (Agreement on Energy Con-
sumption Rationalisation) for 2012-2019 was continued at the
North Sorting Centre (CPLN).

The lighting of the central floor of the Centre Sorting Centre
(CPLC) was replaced by LED lamps, which enabled reducing the
installed power by more than 1/3 as well as a more efficient man-
agement of the lighting of this site. Itis estimated that this meas-
ure will enable an annual saving of approximately 250MWh.

Administrative services building

The CTT head office, in Lisbon is responsible for 5% to 8% of to-
tal consumption/costs related to energy, paper and water and
waste production. Monitoring and control based on advanced
solutions, namely the parametrisation of the centralised technical
management system, has thus become imperative, in order to
identify and optimise potential actions to reduce consumption/
costs.

Particular note should be made of the fact that part of the pow-
er consumed in the building comes from renewable sources,
through solar power produced by the hot sanitary water.

Other buildings

The company has carried out actions aimed at modernising the
equipment of various facilities and the correction of non-compli-
ance detected according to the best practices tested in previous
years, introducing greater energy efficiency and thus contributing
toreduce CTT's energy footprint.

In general terms, interventions were carried out in around 60
post offices, 32 business premises and 3 service buildings. These
actions included the installation of remote management sys-
tems for energy and monitoring of consumption, the redesign
of lighting systems, including the installation of LED solutions,
improvements of the air conditioning environment of the facilities
with the replacement of older units by equipment with a higher
energy efficiency class, intervention in elevators, improvements
in electrical switchboards and the replacement of compressed air
compressors and review of the respective distribution network.

The draft model for remodelling the CTT post offices was re-
viewed, in terms of construction and infrastructures, with a view
to the higher thermal efficiency of these buildings, involving more
efficient lighting systems, replacement of heating, ventilation and
air conditioning systems and thermal improvement of the exte-
rior surroundings of the facilities. This new, more efficient, model
has already been applied in interventions made in 5 CTT post of-
fices during 2017.

Also in the field of energy efficiency concerning LED lighting,
following pilot studies with specific solutions for postal delivery
offices, these were extended in 2017 to more than 15 buildings.
Systems for monitoring electrical energy consumption, with ac-
tivation and alarm plans, were also implemented in 6 postal de-
livery offices.

As CTT has progressively increased its fleet of electric vehicles
for mail delivery and support services, infrastructures have been
installed for charging electric vehicles at various postal delivery
offices and at the head office building.

The actions were continued in terms of replacement of computer
equipment by more efficient equipment, namely computers and
screens, enabling energy savingin the establishments.

Cutting energy consumption is essential for CTT, which annually
spends around 8 million euros on electricity.

Goals for 2018 and following

- Completion of the energy audit of buildings by 2019
- Continuation of the energy certification of buildings (SCE)

- Expansion of LED lighting to postal delivery offices
and 1sorting centre

- Reduction of electricity consumption by 1%
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Mobility

CTT operates one of the largest and most modern fleets of
national companies, composed of 3,540 vehicles under direct
operation, with transport services also being outsourced to third
parties. CTT's fleet includes 353 less pollutant vehicles.

(n.9) 2016 2017 A%
Total vehicles in operation lo 03 3,546 3,560 0.4%
o
Less pollutant vehicles 0(7‘(5 @ 326 353 8.3%
0—0'

Table 10 - CTT Vehicles

CTT's total activity accounted for 65 million km (a reduction of
around 5% compared to 2016), plus 58 million km travelled by
the outsourced road fleet. The insourcing of the transport of
express items in the transport network of CTT, S.A., previous-
ly outsourced and initiated in 2014, underwent a trend reversal
as a consequence of the enormous growth of these volumes
(+8% at CTT Expresso and +26% at Tourline). In the absence of
installed own capacity, it was necessary to use new external
suppliers, which made the outsourced fleet's activity increase
by 22%, reversing part of the gains obtained in terms of the total
carbon footprint (scopes 1,2 and 3).

The search for economically efficient and environmentally
friendly solutions has led to the expansion of the fleet of alter-
native vehicles, primarily electric vehicle, which currently corre-
spond to 10% of CTT's total fleet. In the same context, the inte-
gration of conventional vehicles with increasingly more recent
technological solutions not only enables optimising operating
costs but also the highest possible reduction of the negative im-
pacts of its activity.

Due to the insourcing of the transport of express items in the
base network of CTT, S.A,, the fleet was strengthened with 64
light goods vehicles contracted under a vehicle operating lease
system, aimed at increasing the volume required for the oper-
ation. These vehicles have replaced 91 older units, which had
been in operation, thus enabling higher potential efficiency (per
tonne*kilometre) than that which existed previously. 11 light
passenger vehicles have also contracted under vehicle operat-
ing leases. Additionally, 145 motorbikes, 6 moto4, 5 light goods
vehicles, 13 heavy goods vehicles, 1 heavy goods tractor and 1
trailer were acquired for transport and delivery of mail.

The electric fleet was also renewed, with 15 electrical vehicles
and 1 hybrid, all light passenger vehicles contracted under a
Renting system and the acquisition of 25 electrical tricycles,
which will contribute to an annual reduction of approximately
76 tonnes of CO, emissions. CTT has thus increased the com-
pany's ecological fleet to 353 vehicles, the largest at a national
level, strengthening its leadership in alternative fleets.

As these vehicles are more energy efficient, they boost the re-
duction of fuel consumption and emission of pollutant gases.

The overall average age of the CTT, S.A. fleet remained un-
changed in relation to the previous year, currently standing at 3
years. Nevertheless, it is one of the most modern at a national
level.

Average age Average age Average age
31/12/2015 31/12/2016 31/12/2017
Overall average age 25 3.0 3.0

Table 11- Average age of the fleet of CTT, S.A.

The fleet of alternative vehicles is currently composed of 191
electric bicycles, 55 electric all-terrain vehicles, 38 electric tricy-
cles, 18 electric scooters, 17 electric light goods vehicles, 15 elec-
tric light passenger vehicles, 3 electric trolleys, 2 hybrid vehicles
and 14 conventional bicycles.

a9 % 1%
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Electric Bicycles

Electric Scooters
4% 4 Wheel Electric Vehicles

Electric Light Goods
Vehicles
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vehicles

5%

o Electric Light Passenger
54% Vehicles
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== Conventional Bicycles

5%

Electric Trolleys
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Figure 17 - Type of alternative vehicles

CTT has started the preparation of the new Energy Consump-
tion Rationalisation Plan for the entire CTT fleet, for the three-
year period 2017-2020.1n 2017, the implementation of the Fleet
Renewal Plan continued as well as the acquisition of electric
vehicles, the optimisation of routes, the control of supplies, the
training and awareness-raising of drivers, and the installation of
GPS systems in the operational vehicles was started.

The FREVUE (Freight Electric Vehicles in Urban Europe) project
has been pursued with the operation of 17 electric vehicles (7
Nissan e-NV200 and 10 Renault Kangoo ZE vehicles). By the
end of 2017, the 17 electric vehicles had travelled close to 590
thousand km. The final analysis were completed, with the mon-
itoring information and other elements of assessment having
been provided to the various international partners. CTT was
invited to present the project in Brussels at the “5" E-Mobility
Stakeholder Forum” and at the “Supply Chain”, in Vila Franca de
Xira. We were present in London at the FREVUE Partner Meet-
ing where the first versions of the project’s general conclusions
were presented. Also under this project, FREVUE received the
2017 LowCVP - LowCarbon Champions of the Year Award and
the National Air Quality Award in the Freight Transport Air Qual-
ity Initiative, both in England and received by the city of London
as coordinator of the project.

In 2017, CTT held the third annual edition of the Drivers’ Chal-
lenge, a system for assessment and recognition of eco efficient
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performance, which covers around 4,700 drivers, distinguished
with an honourable mention in the “Efficient Management of
Resources” category of the Green Project Awards. This initiative
seeks to promote sustainable driving, intervening in the behav-
joural area, in a competitive perspective, with the assessment
system being based on three aspects: ecoefficiency, accident
rates and interaction with the community. This test served to
select the winning team which will represent CTT in the 5" edi-
tion of the Driver's Challenge of the IPC, an international com-
petition which CTT will host, for the first time, in Portugal, in
2018. CTT is thus preparing its next international edition, which
will be held at Estoril Car Racing Circuit, with teams of ten Euro-
pean postal operators.
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Under its Sustainable Mobility Programme, CTT once again took
part in the European Mobility Week, this year under the motto
“Sharing gets us further”, an occasion that has been commem-
orated for various years to reiterate its commitment to values
related to the environment and corporate civic participation in
the context of soft mobility. CTT's programme included a series
of awareness-raising actions, with the presentation of electric
vehicles, test drives of electric passenger vehicles, the disclo-
sure of the company’s carpooling platform and participation in
public displays on the topic. During this week, CTT invited all the
employees to reflect on their mobility habits and find more re-
sponsible solutions, such as public transport or sharing lifts.

In view of the new urban mobility solutions and in order to pro-
mote more efficient solutions inside the cities where it operates,
CTT tested an electric prototype for mail delivery ~VEDUR (ur-
ban delivery electric vehicle) in 2017,in the city of Aveiro, thus re-
ducing the motorised presence inthe zone. This test was devel-
oped in partnership with a Portuguese start-up, UOU Mobility,
with some changes having been made to the original model to
adaptitto CTT's needs. The results were very positive, which led
CTT to expand the circulation of the vehicle, having introduced
12 more units in the delivery circuits in 2018.

CTT's car pooling platform,
launched with the objec-
tive of mitigating the emis-
sions generated by the
commuting of the employ-
ees, has already enabled
saving around 9 tonnes of

CARPOOLING 2016

6,94 1oneladas de CO;

CO, since December 2015. The tool has a system that enables
calculating the most effective routes and understanding the
savings achieved, presenting a positive economic and environ-
mental impact. This project was a runner-up to the Coups de
Coeur 2017 Awards of Posteurop, in the Environment category,
in2017.

In this regard, CTT was once again distin-
guished by MUBI - the most representative
national association of urban cycling — as a
"Bicycle Friendly Company”. This award ac-
knowledges and distinguishes companies
that foster the easy use of bicycles at their facilities, for workers
and customers.

Goals for 2018 and following

- Completion of energy audit of the fleet
- Stabilised fuel consumption of CTT's own fleet

- Improve the efficiency of the specific consumption
of the heavy fleet of CTT,S.A.

- Review of measurements relative to efficiency
gains in fuel consumption

- Acquisition of 30 VEDUR vehicles
- Acquisition of 8 light goods vehicles

- Completion of the study of the mobility profile
of postal delivery offices and post offices by 2018

- System of awards for the Car Pooling Platform (continuation)

- Organisation of the International Drivers' Challenge
in Portugal

5.3. Atmospheric Emissions
and Climate Change

Climate change affects the company’s costs, revenues and rep-
utation, playing a fundamental role in the definition of its strategy.
In most cases, the influence of the topic derives from the com-
mitment to adaptation to climate change and potential financial
gains, more than from the response to compliance with legal and
regulatory obligations.

CTT's total CO, equivalent emissions (scopes 1, 2 and 3) were
56,755t CO, e, having increased in 2017 in relation to the previous
year (7.4%). This growth of carbon emissions essentially arises
from the increased outsourced activity of transport of items, via
terrestrial means (referred to above in 5.2. Energy, sub-chapter
on Mobility).

The acquisition of green electricity for 100% of its consumption
since 2015 significantly reduces scope 2 emissions by approxi-
mately 15 kt. CO, per year and significantly contributes to lowering
the company’s total carbon footprint, as well as the achievement
of the carbon reduction targets, both absolute and specific, en-
dorsedby CTT.

GRIEN16
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The reduction of the insourcing of outsourced routes contributed
to decrease consumption and emissions arising from the activity
of CTT's own fleet, by 1.8%. Overall, the reduction of emissions of
CTT's own fleet manages to offset the growth occurred in air con-
ditioning and gas (scopes 1and 2).

Scope 3, associated to outsourced transport, continues to repre-
sent the largest portion of emissions, accounting for 71.4% of the
overall emissions of the company’s activity, followed by scope
1 emissions relative to fuel and gas consumption (28.3%), and
scope 2 relative to consumption of electricity and air conditioning
(0.3%). Alterations of methodological nature implied an upward
review of the values of 2016.

tCo,e 2016 2017 A%
Direct emissions - Scope 1 16,433.5 16,139.3 -1.8%
Indirect emissions - Scope 2 1333 186.5 39.9%
Indirect emissions - Scope 3 36,356.3 40,522.0 11.5%
Total Emissions (Scopes 1,2 and 3) 52,821.7 56,755.5 7.4%

Table 12 - Carbon emissions of CTT

Direct emissions of greenhouse gas and other pollutant gas-
es into the atmosphere, derived from fuel consumption by the
fleetand gas consumptionin buildings, represent 16,024t of CO,
and 115t of CO,e, respectively.

The reduction observed in scope 1emissions arises from the re-
duction of the own fleet's activity (-4.8% kilometres travelled),
due to the increased load transported per vehicle.

Greenhouse o
Gas Emissions (t CO,e) 2028 2047 2
Greenhouse Fll o
gas emissions (t CO,e) o—0 163221 160243 -18%
Fleet® Jé\_[!} 1114 1150 33%
Gas 16,4335 16,139.3 -1.8%
Total direct emissions

(scope 1)

Other pollutants (tonne)

NO, 176.1 1735 -1.5%
SO, 45.5 448 -1.5%

X

Table 13 - Direct atmospheric emissions of CTT (tonnes) " 2

The indirect emissions are derived from the electric and thermal
energy consumed in the buildings, as well as other indirect con-
sumption that occurs along the value chain. These include emis-
sions derived from the electricity consumption in buildings used
by CTT, air conditioning by thermal power at the head office in
Lisbon, the outsourced road, air and sea transport, business travel
and journeys between home and the workplace (commuting).

°Does notinclude CORRE or Transporta;

The entire consumption of electricity by CTT buildings was
based on green energy, therefore the consequent carbon emis-
sions are zero. The consumption of thermal power for air con-
ditioning of the Lisbon head office building (the only building
which uses this form of energy) stands at 187t of CO,."

tco, 2016 2017 A%
Electricity consumption ™ ;3 0 0 0,0%
Thermal power consumption )a_[!} 1333 186.5 39,9%
Totalindirect emissions (scope 2) 1333 186.5 39,9%

1b'abéer:lr4 - EIndirect atmospheric emissions from consumption of electricity and thermal power
Y

The air transport of mail, parcels and courier products recorded
emissions of the value 0f 10,584t of CO,, correspondingto a1.0%
increase in relation to the previous year, as a result of an increase
of international volumes. The emission of sea transport of parcels
and express mail, inthe inter-island routes of the Azores and Ma-
deira and between Mainland Portugal, stood at 44t CO.,,

The emissions of the outsourced transport of mail, parcels and
express increased sharply (22%) t0 23,100.6t CO,. This increase
was due to a higher national outsourcing of urgent and express
mail connections, to meet the increased electronic commerce.
There was also a strong increase of this activity in the Span-
ish market, both in terms of volumes transported and in terms
of the average weight of these items, giving rise to significant
growth of the emissions of the routes outsourced by Tourline.

Travel abroad accounted for approximately 9t CO,*. Travel be-
tween the subsidiaries is currently not calculated, and is cer-
tainly not representative. Even so, and in order to minimise car-
bon emissions, the practice of holding national or international
meetings by telephone or video-conference was continued.

With regard to commuting, the carbon footprint is 6,783.8t CO,,
for a total of 56 million km travelled annually. The values have
been updated according to the evolution of the CTT population.

tco, 2016 2017 A%
Air transport -o@o- 10,480.0 10,5839 1.0%
~
Sea transport dR 40.8 443 85%
ArnA
—
Road transport by outsourced fleet™® @ 18,959.3  23,100.6 21.8%
T
—
Air and rail travel on company _ o
business 125 9.4 24.6%
Commuting lc cj 6,863.8 6,783.8 -1.2%
Total outsourced

transport (scope 3) ® 36,3563 40,522.0 11.5%

Table 15 - Other CTT indirect ” emissions

"Value estimated according to the WRI methodology of the Greenhouse Gas Protocol tool for mobile consumption version 2.6, using conversion factors listed in “Compilation of emission factors used in cross-sector tools”

for the different types of fuel used by the fleet, applied to the respective consumption;

Value calculated by converting the pollutant emissions to CO,eq based on the factors of emission of the gases CH, and N, 0, according to the IPCC Fifth Assessment Report (AR5);

" Does notinclude CORRE or Transporta;

' Estimated using the emission factor provided by ADENE in the context of energy certification of buildings, based on the 2002-2005 national energy mix;

5 Does notinclude CORRE or Transporta.
" Includes the business travel abroad of CTT, S.A;

7 Value estimated according to the WRImethodology of the Greenhouse Gas Protocol tool for mobile consumption version 2.6, using the conversion factors in Compilation of emission factors used in cross-sector tools;

'8 Values of 2016 reviewed, due to methodological reasons (changes of distribution of vehicles per category);
¥ Does notinclude CORRE or Transporta.



Considering direct (scope 1) and indirect (scope 2) carbon emis-
sions, the carbon incorporation of each postal item is 12.8g of
CO,, which implied a 2% deterioration of the unit energy/car-
bon intensity in relation to the previous year. This deterioration
was due to the reduction of overall volumes being higher than
that observed for the fuel consumption by the own fleet and re-
spective direct emissions. Incorporating the scope 3 emissions,
there was a higher deterioration in carbon intensity per postal
item (11%), due to the increased emissions associated to the out-
sourced transport of mail, parcels and express, referred to above.

Climate change

CTT joined the Road to Paris initiative in 2015, a multilateral
campaign in favour of a low carbon economy, for companies,
financiers and governments of the entire world, aimed at sup-
porting the historic opportunity of a potential global agreement
inresponse to climate change at the United Nations Conference
of the Parties (COP21), held in Paris in December 2015. In this
context, CTT undertook the following 3 commitments:

- Commitment to adopt a target of reduction of greenhouse gas
(GHG) emissions from a science based perspective;

- Commitment to share relevant information on climate change
in the mostimportant reports on this issue, as a fiduciary duty;

- Commitment to develop social responsibility actions onissues
of climate change.

In 2017, CTT saw its new carbon emission targets approved by
the SBTi - Science Based Target Initiative. The SBTi is a joint in-
itiative of four of the most highly reputed international organi-
sations linked to sustainability and the environment, the UNGC
(UN Global Compact), CDP (Carbon Disclosure Project), WRI
(World Resources Institute) and WWF (World Wide Fund for Na-
ture). The objective of this approach in establishing targets is to
limit he global average temperature increase below 2 degrees
centigrade. CTT is thus part of a group of merely 71 top com-
panies in the entire world, at the present date, with targets val-
idated by the SBTIi. The approved targets are two (a pioneer fact,
at the sector level): in absolute terms, a 30% reduction of total
emissions in the period between 2013 and 2025, and in relative
terms, a 20% reduction of emissions by letter or parcel, in the
same period.

In the sector rating of carbon proficiency Environmental Meas-
urement and Monitoring System of the IPC-International Post
Corporation, CTT confirmed its sectoral leadership in the reduc-
tion of carbon emissions - 76% in scopes 1and 2 between 2008
and 2016, the largest reduction of emissions of the postal sec-
tor at a worldwide level, holding 4™ position among the 20 main
international operators in terms of proficiency of management.
CTT has adopted the sector targets of reduction of carbon in-
tensity per letter and per parcel delivered, established by the IPC
in accordance with the requirements of the SBTi and indicated
above, of - 20% (scopes 1,2 and 3) by 2025.

CTT also achieved the highest level of leadership (A) in mat-
ters of Climate Change in the 2017 edition of the Carbon Dis-
closure Project, a stock exchange index which is the principal
rating of energy and carbon sustainability at a worldwide level.
In 2017, only 120 companies reached this level, among the around
5,500 listed from all over the world that were assessed, of which
only two from the postal sector (CTT and the Austrian Osterreichis-
che Post). CTT were also considered level A, in the Supply Chain
programme of the postal delivery offices, directed at customers.

Final score
Totalaverage C
Portugal average A-
Sector average C
Industry average C

CLIMATE

CTT - Correios de Portugal SA m

Figure 18 - CTT Resullts of the Postal Delivery Offices 2017

These good results are due to the adjustment of the strategy, poli-
cies and practices that have long been followed by CTT on matters
of energy and carbon management and reinforce the company’s
strategic focus in reducing a fossil fuel and electricity consumption,
expanding the fleet of alternative vehicles, using 100% renewable
electricity, launching carbon neutral solutions, and supporting pro-
jectsin defence of biodiversity managed by specialised institutions.

By acquiring 100% of certified green electricity, since 2016, for all
consumption, CTT isin line with the international business initiative
RE100, fostering the use of electricity 100% based on renewable
sources.

CTT maintains its endorsement of “Caring for Climate” (C4Q),
a reference instrument of the United Nations for Climate Change,

subscribed by leading companies at a global level.

Onthese matters, CTT adopts the following formulation of principles:

Policy on Energy and Carbon Management and Climate Change

- Creation of value for the business, and likewise generating
value for society;

- Respect for the legal and regulatory framework in force and
other commitments which the company endorses;

- Improvement of the energy efficiency of equipment, facilities,
fleet and product design, with a view to continuous improve-
ment of performance;

- Provision of information and resources, in order to achieve
the established objectives and targets;

- Active engagement with partners, employees, customers,
community and all other stakeholders aimed at the dissemi-
nation and promotion of these principles.
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Goals for 2018 and following

Goal for 2018

- Maintain direct and indirect emissions of CO,
(33% in the period 2008-2020)

- Stabilise direct and indirect CO, emissions

- Reduce scope 1,2 and 3 emissions
(-30%in the period 2013-25)

- Maintain scope 1,2 and 3 emissions
(-30%in the period 2005-30)

- Reduce scope 1,2 and 3 emissions (2005-30) by 0.8%

- Maintain the carbon intensity per postal item
(scopes 1,2 and 3) (-20% in the period 2013-25)

- Increase of the carbon intensity per postalitem,
scopes 1,2 and 3 (2013-25) by 0.2%

- Maintain acquisition of 100% of electricity
of renewable origin

5.4. Consumption, Waste
and Biodiversity

Noise (exterior)

Although considered an area of low relevance to the business,
noise emissions are monitored periodically in accordance with
the regulations in force on this matter, with the obtained results
being within the applicable legal parameters.

Water

Postal activity is not particularly intensive in its use of water, al-
though water constitutes a resource for the daily operation of the
facilities, namely for human consumption, irrigation or occasional
situations of vehicle washing and use in air conditioning equipment.

2016 2017 A%

Consumption (m3) 20 64,4419 55,580.0 -13.7%
Table 16 - Total water consumption of CTT

As awhole, 55,580m?3 of water was consumed by CTT. For CTT
S.A., the figures only include the consumption of the sorting
centres and buildings supplied by EPAL. The total cost related
to water consumption at CTT represents 302 thousand euros.

There was a reduction in total water consumption, essential-
ly associated to the consumption of the buildings of CTT, S.A
which recorded a strong reduction (-15%).The highest reduction
of consumption took place at the South Sorting Centre (CPLS),
in which flow reducers were installed during 2017 at all con-
sumption points, which enabled saving around 15% of the re-
spective total water consumption of the building.

CTT maintained its adherence to EPAL's Water beep service,
which provides information in real time on the consumption of
network water using telemetering, for the buildings of the Lisbon
region, with a view to optimising water consumption and costs.

20 Among the subsidiaries, does not include the consumption of CORRE or Transporta;

+ Reduction of water consumption by 2%

Consumption of materials

Although CTT's activity involves very little incorporation of inter-
mediate or final materials inits supply process, priority has been
given to their reduction.

This year, approximately 3,228.8 tonnes of consumption?' of
materials were recorded, involving 2,616.2t of paper, 582.2t of
plastic and 5.8t of metal, among others.

Paper consumption increased by 16.6%, derived from the grow-
ing acquisition of paper for Mailtec's productive process, at the
request of its customers.

CTT participated in the BCSD's sustainable finance working
party, on funding opportunities to the green and circular econo-
my. In this context, the publication “Funding Sustainability” was
launched, whichindicates examples of projects and actions that
can be funded under the available funding programmes of Por-
tugal 2020 in the context of the circular economy, and also lists
a series of recommendations directed at public administration,
banking, investors and companies.

With a view to reducing consumption, the company provided
the “Online Receipts” service, a solution with functionalities for
digital marketing and assessment of the quality of the coun-
ter service, based on the dematerialisation of invoice, enabling
retailers to have a closer and more innovative service to their
customers, while at the same time advertising their brands and
offers in the digital channels. In 2017, the number of registered
users doubled in relation to the previous year and the number
of processed invoices surpassed 3 million, contributing to the
reduction of costs related to the printing of these documents.

In the same line of action, the “EasyPrint” products/services
and personalisation of colour-printed statements were main-
tained at Mailtec, contributing to reduce the diversity of mate-
rials consumed, which, together with careful stock and ware-
house management, has led to a progressive decrease of the
levels of raw materials in stock. This company also has modern
equipment working with environmentally friendly ink.

The periodic analyses and information actions on the consump-
tion of materials continued in the largest buildings, namely
through the internal TV circuit of the head office and internal
communication of the sorting centres, which are followed up
by awareness-raising in the areas concerned on the need to re-
duce paper consumption.

The practice of incorporating recycled materials in products has
been maintained, with the incorporated recycled paper in the
total consumed currently representing 2.7% (7.6% at CTT,S.A).

?'The reported figures were obtained via analysis of the acquisitions made through the e-procurement electronic system. The gradual expansion and improvements introduced to the accounting process regarding the
consumption of materials have enabled the inclusion of more products and the identification of different types of materials.



Goals for 2018

- Increase of paper consumption by 3% (except Mailtec)

Waste

CTT continued with the internal management practices and fi-
nal sending of waste to the most suitable destination, promot-
ing the selective separation of waste and recovery solutions,
instead of sending it to landfills. The total quantity of waste pro-
duced in 2017 increased significantly (25%), essentially associ-
ated to changes in Tourline’s activity. Nevertheless, the overall
recovery rate was 81.8%, above that observed in the previous
year, due to an effort to improve the separation of recyclable
waste.

The following table shows the different types of waste and their
quantities produced at CTT.

Tonnes 2 2016 2017 A% Destination
Paper and cardboard 317.8 369.4 16.2% Recovery
Plastic 79.5 165.4 108.0% Recovery
Wooden pallets 2417 2538 5.0% Recovery
. . o) Recovery/
Undifferentiated waste 1256 2384 89.8% Disposal
Other 181.9 1567  -139% Recover/
Disposal

National Total 946.6 1,183.7 25.1%

Table 17 - Waste

Tonnes Recovery Disposal Total
Hazardous waste 1.0 26.5 275
Non-hazardous waste 967.8 188.4 1156.2
Total 968.7 214.9 1,183.7

Table 18 - Waste by hazard level and destination 2

Concerning the circular economy, CTT started an inverse logis-
tics business, involving transport around waste of final custom-
ers of amajor CTT customer, the food sector.

In view of the legal obligations on this matter, CTT has enrolled
14 buildings in the integrated registration system of the Portu-
guese Environment Agency (APA) and participates in the So-
ciedade Ponto Verde integrated system for management of
the waste of the non-reusable packaging placed by CTT on the
market.

Goals 2018

- Reduction of waste production

- Increased recovery rate

23 \Waste does notinclude CORRE or Transporta

Biodiversity

The use of paper, as the most representative format used in
postal communication, has a relevant effect, albeit indirect, on
forests and biodiversity. Therefore, while not considered a crit-
ical topic, the company manages its impacts on biodiversity in
an active manner and in line with its management framework,
focusing on the use of paper derived from sustainable forests
and on promoting the use of certified paper in its products and
services.

Regarding land use, the impact on biodiversity is associated
to the size and location of the real estate properties, situated
in urban and industrial areas, where there is no knowledge to
suggest that CTT develops activity or operates facilities inside
protected zones or areas with a high biodiversity index.

CTT launched the 4™ edition of the "A Tree for the Forest” initi-
ative, in partnership with Quercus, aimed at reforesting some
zones of th country with indigenous species, namely Protected
Areas, at greater risk or more affected by forest fires. The tragic
fires of 2017 created a deep wave of solidarity in Portugal and
this year's edition thus had an unprecedented public reach and
impact, involving citizens and companies, as well as a huge
number of public and private institutions, such as Schools and
Universities, the European Commission, Armed Forces, GNR
(National Republican Guard), Embassies, Foundations, Hospi-
tals and Sports Clubs, among others. Banco CTT also joined the
initiative, with the offer of a kit to customers subscribing to their
credit card. Approximately 65 thousand “A Tree for the Forest”
kits were sold in 2017, greatly exceeding the sales of around 11
thousand kits of the combined three first years of the initiative.

Following the previous year's edi-
tion of the initiative, a group of CTT
employees and family joined oth-
er volunteers to plant more than
5,000 trees in Alvao Natural Park
in2017.

Quercus has collaborated actively with
CTT over these past years in the imple-
| mentation of its environmental sustai-
- nability programme, recognised by so-
@. ciety as an example of corporate
i responsibility. Projects of participatory
citizenship such as the A Tree for the Forest” and initiatives as-
sociated to carbon offsetting and sustainable mobility are
nowadays valuable contributions to the construction of a new
indigenous forest with high biodiversity levels and more resist-

ant to fire, and to the adoption of environmentally appropriate
attitudes and behaviour.

Joao Branco !ﬂ
Chairman of Quercus - National Nature Quercas
Conservation Association
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CTT also participated in the largest ever cleaning action at Tapa-
da de Mafra, promoted by EPIS (Business Persons for Success-
ful Schooling), joining a group of 770 volunteers who participat-
ed in this initiative. In another context, CTT was also present at a
river fish resettlement actionin Ribeira de Alcabrichel, promoted
by Quercus.

The launch of various col-
lectable stamp issues on
environmental matters in-
cluded, in 2017, the publica-
tion of 4 stampissuesand 3
postcards dedicated to the
topics “Trees of the Medi-
terranean”, “Geoparks of
the Azores”, "Peaks of Madeira” and “Research of Cetaceans”
involving a total of 1.63 million philatelic units. The production of
“meuselo” personalised products with FSC (Forest Stewardship
Council) certified and fully chlorine free paper was maintained.

Arvores do Mediterrineo PORTUGAL

~z

CTT continued its adherence to the Print Power programme,
associated to awareness-raising campaigns on responsible
communication using paper, through press advertisements and
mailings to the persons in charge of Marketing and Advertising.
The sponsorship of Lisbon Zoo was also maintained, with the
sponsoring of the Iberian Lynx.

Goals 2018

- Production of press releases, advertisements
and mailings, under the Print Power initiative

- 5" edition of “A Tree for the Forest”

+ Launch of 4 philatelicissues

Training and Awareness-Raising

CTT has regularly developed, both internally and externally, a
large number of awareness-raising initiatives aimed at boosting
knowledge on the matter, disseminating good practices by the
employees and all other stakeholders, and drawing attention to
certain environmental aspects, such as the conservation of re-
sources, the protection of nature and the need for eco-efficien-
cy, among otherissues.

Internally, CTT has maintained the monthly publication of the
magazine Move-nos (23 thousand copies), with frequent publi-
cation of articles of environmental nature, as well as the broad-
casting of contents with environmental themes (data on con-
sumption and emissions, information on events, environmental
curiosities, etc.) onitsinternal TV channel at the head office and
in the retail network. The monthly dissemination of topics on
sustainability and environment continued in the e-newsletter
“In Focus”, directed at the employees of the Retail Network (ap-
proximately 2,400 people).

The training actions on I1SO (9001, 14001 and OHSAS 18007)
continue to be included in the training plan ministered to CTT

employees. An e-learning training session was held on eco
driving, covering 74 employees.

Atan externallevel, CTT regularly shares news items on sustain-
ability, at an economic, social and environmental level, throughiits
Facebook Sustainability page - Esfera CTT, which has 39 thou-
sand fans. Among them, just the "A tree for the Forest” campaign
reached over 600 thousand users, including LinkedIn.

CTT annually prepares a case study for the Sustainability Report
of the postal sector, published by the IPC, which this year cov-
ered the testing of a new type of electric vehicles. CTT initiatives
and projects were present in a record number of programmes
(7) of the oldest environmental magazine of Portuguese TV,
"Minuto Verde” (100% renewable electricity, carbon offsetting,
green fleet, electric bicycles, LED lighting at Caldas da Rainha
postal delivery office, “A Tree for the Forest” project and car
pooling) and on the TV programme Biosfera (ecological fleet).
Other case studies and contributions were prepared for the
economics portal of the Ministry of the Environment.

CTT participated in conferences and published material on en-
vironmental topics, with a view to sharing good practices and
raising the awareness of the participants. At an international
level, presentations were made on mapping of sustainable de-
velopment goals and about alternative transport, respectively in
the Sustainability Workshop and Best Practice Seminar, both of
IPC. Nationally, 4 interventions at universities (two at ISEG and
one at IPS and IPAM) and at the conference of the magazine
Turbo, on sustainable fleets, publication of 2 best practicesin the
Year Book CSR Brochure 2017 of PostEurop, about the car pool-
ing solution and platform of suggestions Inov+ and an article on
CTT's carbon neutrality and participatory offsetting programme,
in the magazine Postal Technology International. Publication of
2 case studies of CTT (ODS12-Ecoportfolio and ODS13-Drivers’
Challenge), in a BCSD document on sustainable development
goals (SDG).

Goals 2018

- Environmental training in the retail network
and delivery offices

- Cycle of thematic lectures




Environmental investment

In 2017, the total value of environmental investment amounted
to approximately 3,490 thousand euros. In terms of the distri-
bution of the investment, the majority took place at CTT S.A,
there was a significant focus on prevention measures, with
a view to improving the overall performance of CTT. The indica-

tors are presented below.

(1000€)

Renewal of the Conventional Fleet
Maintenance, Conservation of Buildings

Renewal of the Electric Fleet

Environmental Reporting, Partnerships, Events and
Sponsorships

Information Technology Equipment
Certifications and Legal Compliance
Energy and Carbon Management
National Total

Table 19 - Environmental Investments

2016

2,465.1

1,310.5

547.7

817

88.4

527

258

4,571.9

2017

1,980.5

971.7

301.2

96.8

86.2

316

215

3,489.5

A%

19.7%

-25.9%

-45.0%

18.4%

-2.5%

-40.0%

-16.6%

-23.7%
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6. Promoting Internal
Well-Being

The management of human resources continued to be guided
by the following priorities: definition and implementation of new
and consistent policies on human capital development that ena-
ble boosting skills, awarding performance and fostering the agility
of the organisation; maintenance of a good social environment;
continuous investment in training and qualification; optimisation
and adjustment of employees, takinginto account the need to re-
spond to market evolution and challenges.

During 2017, the experience of Culture and Values continued to be
deepened, with several initiatives having been pursued to this end.

| started working at this company some
years ago, but it seems like only yester-
day. Following the company's aims has
been a permanent challenge, with these
almost 500 vyears of history, but always
facing the future, concerned with social
and economic sustainability.

I am a post office manager and | have taken up a new chal-
lenge: the new Post Office of Sdo Jodo. Recently, | was also
part of the EPIS Mentoring project, in Porto, yet another social
project supportedby CTT.

Being a woman, in this or any other company, in general,
makes a difference, being creative, creating ties and rela-
tionships easily, being fluent in communication, i.e. having
skills required for positions of leadership. CTT is also pioneer
in this regard, as there is already a considerable percentage
of women inimportant positions.

Alexandra Rodrigues
Post Office Manager

6.1. Characterisation of Human Capital

At CTT, the high turnover of staff (2,124 recruitments against
2,036 employees leaving) was reflected in a minor increase of
0.1% of the number of employees (permanent and fixed term
staff), because these numbers also involve the integration of
the company Transporta. With an overall turnover rate of 17.5%
(17.7%2* for men and 15.8% for women, considering the gender
distribution). Of the permanent employees, 65 left due to retire-
ment, 341 due to termination of employment contract, unpaid
leave or similar situations, and 25 due to death.

Merely counting merely, the overall number of new contracts, the
respective rate is 16.7% (11.3%2* for men and 5.2% for women), in-
cluding permanent and fixed term staff. The majority of the em-
ployees (97.4%) are employed full-time. Of the total women, 2.6
% work part-time and the corresponding value for menis 2.6%.

2425 \/alues relative to gender excluding data of Corre and Tourline.
The total value includes these subsidiaries.

2016 2017
CTT,S.A. 10,726 10,650
Subsidiaries 1,423 1,513
CTT Expresso 580 507
CTT Contacto 80 75
Mailtec 126 124
Payshop 28 36
Banco CTT 162 184
Tourline 337 357
CORRE 110 91
Transporta - 139
TOTALCTT 12,149 12,163

Table 20 - CTT Employees

The average age is 47.5 years old at CTT, S.A. and 46.4 years old
at CTT. The age bracket of 30 to 50 years old is the most repre-
sentative, both for women and men, albeit with greater incidence
for men. Men correspond to 67.2% and women to around one
third of the company’s total employees.

As aresult of the recent changes at CTT, the permanent staff with
qualifications below the 9" year has fallen from 13.1% to 12.9%,
while the percentage with 12" year and higher education has risen
from 59.1% 10 60.5%.

The overall rate of absenteeism increased to 7.2% at CTT, S.A.
(+0.3 p.p.) and to 6.8% at CTT (+0.3 p.p.). The motives that most
contributed to these numbers were: illness (4.1%); accidents (1%);
union activity (0.5%); maternity/paternity (0.5%). It should be
noted that the absence, excluding parental leave, compassionate
leave and leave related to student status, stood at 6.2%. The rate
of return to work after parental leave was 100%.

Concerning work vacancies, CTT continued to foster opportu-
nities aimed at young people seeking their first job and the long
term unemployed. The use of CTT's website was the preferred
source of job applications, with 2,703 fixed-term contracts and
229 temporary work contracts having been concluded or re-
newed.

Continuing the collaboration with reference schools, the em-
ployer brand actions were maintained and the third edition of the
Trainee Programme was started (which lasts 18 months, cover-
ing 14 young masters selected among 1,760 applicants) aimed
at attracting and retaining young people with high potential, pro-
moting their development under a structured overall programme,
contributing to the rejuvenation of the staff, fostering a culture of
mobility and positioning CTT as an “Employer of first choice”.

The “"Summer Internships 2017" programme was also held, ena-
bling 17 young university students to develop technical and per-
sonal skills in a real work context, during two months.



Fringe benefits

CTT's Social Work goes back to 1947, with its purpose being
the protection of the beneficiaries in the areas of health care
(prevention, treatment and recovery in cases of sickness), ben-
efits for family expenses for subscribers of Caixa Geral de Apo-
sentacdes (CGA), attributing child and youth benefit, as well as
other benefits.

A Regulation of Social Work (ROS) is in force, with the agree-
ment of all the unions with representation at CTT, as well as
the Workers Committee, which covers levies and co-payments
charged to the beneficiaries in routine acts, credit repayment,
contribution to medication costs, medical and surgical services
and auxiliary diagnostic means, nursing services and hospital
internment. The beneficiaries are offered various allowances,
namely: special allowance for breast-feeding, childcare and
child carers, and for the education of children, seeking to contin-
ue to assure a high but balanced level of protection, rationalising
the use of benefits and assuring the long term sustainability of
the Health Plan.

Thus, the company covers 75% of health care costs relative to
outpatient assistance, 80% of private hospital services and
100% in special cases (support to maternity, infant care up until
2 years and serious illness). The contribution to medical costs
implies that up to 50% is paid by the beneficiary.

Health benefits are assured to permanent staff while employed
on a full-time or part-time basis, pre-retired and retired em-
ployees and their family under certain conditions, provided that
they are members of the scheme. As arule, employees of CTT's
subsidiaries benefit from health insurance which enables cov-
erage of their household members.

In December 2017, CTT's health plan had 41,302 beneficiaries,
of which 20,516 were employees (9,912 active and 10,604 re-
tired), and 20,637 family members (13,558 of active employees
and 7,079 of retired employees) and 149 special rescissions
(former employees and families).

Social action

The fundamental objective of the measures of intervention
among the beneficiaries involved diagnosis, prevention of sit-
uations of socioeconomic destitution or vulnerability, their sub-
sequent identification and taking of measures/response, in or-
der to address the identified gaps and promote autonomy and
capacity-building. These actions were essentially aimed at the
most fragile beneficiaries - the elderly, children and youth with
disabilities and/or chronic diseases.

The activity developed was reflected in 8,764 incidences, arising
from the follow-up of 1,656 beneficiaries, implying the attribu-
tion of total economic support of approximately 27 thousand
euros. Note should be made of the follow-up of 447 new cas-
es, while 1,209 have already been monitored over a number of
years. The elderly represent the area which, recurrently, pre-

sents the highest number of requests (690), both in terms of
frequency of use of the services, and regarding the attribution
of economic support, directed essentially as supplements for
the payment of homes and/or internment at health institutions.

Particular attention was also given to the follow-up provided to
children and young people, with chronic diseases or severe dis-
abilities. The support involved the attribution of supplementary
benefits to families and diverse economic assistance to foster
inclusion and improved quality of life.

6.2. Management of Labour Relations

The employees have a communication channel with manage-
ment, through the various representative bodies. The Workers
Committee (CT) and 80 Workers Sub-committees (SCT) per-
form their legally attributed duties. CTT maintains permanent
contact with the Workers Committee, through monthly meet-
ings, at the highest level and specific meetings, whenever nec-
essary, with each of the unions.

The structures of collective representation of workers (ERCT)
intervene in the optimisation of working conditions, in the col-
lective and individual representation of the specific interests of
the employees, and in the conclusion and review of collective
labour agreements.

In a scenario aimed at enhancing the atmosphere of corporate
stability and peace, in June the negotiations were finalised with
the union associations granting the CTT Company Agreement
2016, relative to the updating of the monthly basic remunera-
tions and values for wage progressions in 2017.

The Agreement reached with all the 11 union associations took
effect on 1January, covering, pursuant to the current legislation,
the workers who are members of these 11union associations, as
well as the workers without union membership, who expressed
their endorsement of this Agreement.

In addition to the strike against supplementary work enforced
during the entire year of 2017, 35 prior notices of partial and total
strikes were received for various workplaces, mostly suspend-
ed, as well as 1 prior notice of a general strike for CTT, S.A. and
the subsidiaries Mailtec Comunicacdes, S.A., CTT Expresso and
CTT Contacto, backed by 3 unions, fundamentally claiming the
reversal of the process of effective privatisationin 2013.

As at 31 December 89.9% of the employees were covered by
the Company Agreement and 77.5% were union members (per-
manent and fixed-term), corresponding to a reduction of 1.4%
and 2.1% respectively, in relation to the previous year.

The rate of absenteeism due to strike action (0.14%) is historically
low, havingincreased by 0.02 p.p.inrelation to the previous year.

In the European context, the company maintained its participa-
tion in the European Social Dialogue Committee for the Postal
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Sector, which involves representatives of the unions and postal
operators of the European Union.

Goal for2018

Reduction of overall absenteeismto 6.5%

Evaluation of performance

The process of performance assessment follows an annual
cycle and covers all permanent workers with a contract of six
or more months previously who have not left the company or
are on leave or have a suspended contract, and takes place in
the year following that of the year to which it refers. Therefore,
this year the assessment referred to performance in 2016.
Forthe second year, the process was conducted based onanew
model, aimed at reinforcing the alignment between the busi-
ness and performance management cycles, the consolidation
of the corporate culture and the differentiation and recognition
of contributions.

This new system for the management of performance is based
on the appraisal of behaviour and compliance with objectives,
established for all the employees and taking into account the
different activities and functional groups, whose definition and
communicated of expectations to the workers was made at the
beginning of the year, in order to serve as a benchmark for the
assessment at the end of the respective management cycle.

The process involves communication between the senior staff
and the employee, including, inits annual cycle, the summing up
of the activity and performance accomplished and the definition
of the objectives for the following cycle, favouring the identifica-
tion of training and development needs aimed at the continuous
improvement of the performance of the employee’s duties.

6.3. Training and Career Development

During this year, over 11 thousand workers participated in train-
ing actions, involving a total of over 262 thousand hours, reflect-
ing the value of the investment made to accomplish the human
capital development policies that have progressively been pur-
sued. This training covered 89% of the employees, with an av-
erage of 22 hours per capita, and a training rate of 1.2% (hours of
training/hours of work). The distribution of the hours of training
over the 12 programmes which structure the Training Planis in-
dicated in the following graph.

o 5
5% 2.2% 0.4% == Strategic alignment

5.4% 26.4% & professionalinteg.
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Health and safety
atwork
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8.4%

Quality and improvement

14.3% of processes

Operations & logistics

1%

Specialised technical
13.9% training

== Management & leadership
Commercial effectiveness

mm  Digital economy
Figure 19 - Volume of training per programme

A specific training programme in Management was launched
for the middle management staff, with five courses, relative to
Strategy, Human Resources, Marketing and Sales, Digital Econ-
omy, and Operations and Logistics, ministered by Universidade
Catdlica de Lisboa and Porto Business School. This first edition
involved 124 employees and close to 3,000 hours of training.
Technical and management updating has been encouraged in
specific areas of advanced training, supporting 13 employees in
gaining access to post-graduations and masters.

Under the More CTT programme, which seeks to stimulate
sales and promote commercial excellence, training on the CTT
portfolio and on planning and organisation of commercial activ-
ity was given in the sales areas.

With a view to supporting the communication of results and the
preparation of action plans arising from the CTT VOX diagnosis
of the labour climate, training sessions were given which in-
volved 164 managers of all areas of the Company.

We highlight the training which prepared the teams for the
launch of the e-Segue application, reflecting the strong focus on
the creation of solutions to support e-commerce. This training
was attended by 2,263 participants, and involved a volume of
9,260 hours. We also highlight the training on the rest of CTT's
portfolio with 17,578 hours on the CTT Ads platform and 5 469
hours on the Multicare health offer.

The training programme was continued at the Banco CTT post
offices with basic banking training, knowledge on notes and
coins, compliance, knowledge of the offer and operative, in par-
ticular the Mortgage Loan offer. This involved 1,190 participants
and more than 37,500 hours of training.



The training programme on Dangerous Goods Regulation was
especially directed at the professionals who acceptitems, involv-
ing more than 800 participants and approximately 12,000 hours
of training.

The “Lead and Involve Through Communication” training pro-
gramme, started in 2016, with an investment of 5,400 hours of
training given to 289 operational managers has been completed.

In the operational sphere, we highlight the preparation of the
postmen and women in the efficient use of mobile devices
(PDA) to support the delivery of items, namely of registered
mail, involving 2,848 professionals and 5,772 hours of training.
Continuity was ensured of the communication and aware-
ness-raising actions under the programme of Road Prevention
at CTT +Prevention, where we highlight the sessions in which
more than 3,700 postmen and women attended, stimulated
by the managers of the postal delivery offices, with 15% of the
participants being young people contracted during the holiday
period. Training in eco-defensive driving was also given to 74
drivers (33 motorcycles and 41light vehicles).

With the integration of Transportain CTT, a training programme
was designed for the initial incorporation and capacity-building
of the commercial and operational staff of both companies, in-
volving 241 employees in more than 1,500 hours of training.

In the context of the improvement of management and lead-
ership skills, coaching processes were fostered which covered
54 employees (160 individual sessions and 24 team coaching
sessions were held).

Attention to the challenges and opportunities of the digital
economy led to 21 participants having attended the Web Sum-
mit, an event of the sector held for the second time in Lisbon.

Special reference should also be made to the organisation of
the 9" edition of the Human Resources Development Pro-
gramme (PDRH), a high level management training course for
young middle management staff of Portuguese and Spanish
speaking countries, which covered participants from Argentina,
Colombia, Costa Rica, Paraguay, Venezuela, Cuba, Angola, Sdo
Tomé e Principe, Mozambique and Cape Verde, and some CTT
middle management staff.

With a view to assuring the quality of the service provided by
outsourced entities, training courses were held which involved
1,394 participations of external entities.

Two team-building actions were carried out in an outdoor con-
text with employees of various departments, in order to pro-
mote teamwork and an alignment with the Company’s strategic
objectives.

In the support to the operationalisation of a series of corporate
projects, we also highlight the expansion of the training on CTT
Codes of Conduct to the Subsidiaries and Bank, namely given
to the commercial and operational populations, involving 1,723
employees and a volume of 4,887 hours, as well as training on

the Right to Equal Opportunities and Non-Discrimination, which
covered 1,262 employees and a volume of 5,116 hours.

Due to the efficiency gains it generates, it should be noted that
the remote training achieved more than 14 thousand participa-
tions, representing 26% of the total hours of training and corre-
sponding to anincrease of 4% inrelation to the previous year.

Goal for2018

- Training effort rate of 1.2%
- Training volume of 242,042 hours

- Training of 38 drivers in eco-efficient driving

Career development

The Company Agreement establishes the objective and pro-
fessional content for each qualification level and professional
category. The criteria for career progression and professional
evolution are also defined, based on the principles of recogni-
tion, merit and performance, acquisition and increase of skills,
with emphasis of each employee’s dedication, effort towards
development and contribution to the value chain.

Attraction and retention

CTT has pursued action aimed at ensuring its staff includes
people with suitable skills and high motivation levels, capable
of accompanying the requirements of innovation and evolution
of the business. Concerning talentmanagement, CTT considers
actions for both the attraction and recruitment on the market of
new know-how and skills, and the development of the existing
technical, middle and senior personnel.

Under the CTT Employer Brand and strengthening of its val-
ue proposition as an employer, the third edition of the Trainee
Programme started with 14 young middle management staff,
which will take place during 18 months with mobility in three
directions. This initiative aims to attract and retain young peo-
ple with high potential, boost their development under a struc-
tured overall programme, contribute to the rejuvenation of the
staff, foster a culture of mobility, carefully prepare a customised
pipe-line of leaders for the medium term and position CTT as an
“"Employer of first choice”.

In the context of the development of the business units and
reinforcement of human capital required for CTT's growth, the
staff was rejuvenated through integration of the participants in
the 1ttrainee programme who showed the desired capacity and
performance throughout the programme and by recruiting new
employees on the market, with additional knowledge and skills.

Pursuing a policy of good practices of human resources man-
agement, after the definition of the principles and objectives of
a CTT talent model, the talent management programme was
conducted for 2017, with the assessment of skills and identifica-
tion of potential for a series of managers and employees in the
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different areas and functional groups. Individual assessments
and feedback sessions were carried out for more than 200 peo-
ple of the management structure, in addition to the subsequent
preparation of development plans to be implemented during
the biennium 2018-2019.

6.4. Diversity and Equal Opportunities

The company guides its action by respect for the guarantees
and rights stipulated in the Universal Declaration of Human
Rights of the United Nations, the Charter of Fundamental Rights
of the European Union, the Constitution of the Portuguese Re-
public and the Law, in particular in the labour legislation.

To this end, CTT promotes values and practices in accordance
with the guiding principles of CTT's management commitment
(Mission, Code of Conduct, Integrated Policy on Quality, the En-
vironment and Occupational Safety and Health, provisions in the
Company Agreements towards promotion of equal opportuni-
ties, etc.).

On matters of human resources policies directed towards the
promotion of equality, the following are highlighted:

- Commitment to develop policies aimed at equal opportuni-
ties in recruitment, professional career, promotions and vo-
cational training;

- Renewal of CTT's endorsement agreement of the Business
Forum for Equality (IGEN), of which we are a founding member,
promoted by the CITE (Commission for Equality in Labour and
Employment), undertaking new commitments on matters of
equality and balance between work and family life;

- Review and approval of CTT's Gender Equality Plan;

- Preparation of a Code of Good Conduct for the Prevention and
Combat of Harassment at Work

- Continuation of the “DIOND - Right to Equal Opportunities
and Non-Discrimination” training;

- Attribution of awards in the categories of “Gender Equality”
and” Management of Seniors” and for Human Resources.

The number of employees with special needs or a permanent
incapacity stands at 254 persons at CTT, with 59 permanent
employees beingin a situation of serious illness.

The protocol has been maintained with Lisbon CERCI (Coop-
erative for the Education and Rehabilitation of Non-adapted
Citizens), which provides experiences of integration in em-
ployment to young people who are disabled, which involved 17
young adults. There are 35 foreign employees working at CTT,
210of whom are men.

We have encouraged the employees to participate in interna-
tional competitions on the company’s values and have focused
on the achievement of balance between work, personal and
family life, continuing to stimulate the School Library, with the
loan of around 450 manuals to 115 employees. We also offered
entry tickets to Kidzania, Family Land, the Zoo, Women's Race,
Marathons with CTT Cup and various other sports, environmen-
tal and cultural shows and events sponsored by the company.
We also gave the employees the opportunity to participate in
motorcycle auctions and launched the “I am CTT" programme
of partnerships with various entities, which offer discounted
prices to the employees.

On matters of diversity, the Board of Directors has four female
members (31% of the total), 1 Executive member and 3 Non-Ex-
ecutive members, with CTT's administration and supervision
bodies thus complying with the legal thresholds in relation to
gender balance up to0 2018. Regarding first and second line lead-
ership levels, women hold more or less the same positions as in
the previous year, 31.6% and 43.9% respectively, a little above
their weightin the company’'s total staff.

The company’s Equality Plan was reviewed and approved, cov-
ering 17 measures, distributed over the areas of strategy, human
resources management, articulation of professional/family life,
organisation of working time, respect for integrity and dignity,
etc.

Remuneration

The framework of the new Company Agreement, effective as of
1stof January, stipulates wage increases up to 1% for remunera-
tions up to 2,772.30 euros. This wage review was extended to
workers of the Portuguese subsidiaries, in order to assure eqg-
uity at CTT.

Apart from these increases, for the 3™ consecutive year after
CTT's privatisation and establishment as a Public Company a
key part of employee compensation, a variable component in
remuneration, was attributed associated to performance and
results, paid in the first semester of this year. This consisted of
a differentiated individual distribution, taking into consideration
merit and the different functional groups and levels of perfor-
mance, covering over 8 thousand employees.

In conformity with the principles of the labour legislation, there
is no difference in the attribution of the basic wage of men and
women. However, during career progression, for various mo-
tives, differences in the average remuneration have occurred
historically, within each professional category, which are unfa-
vourable to women, as can be seenin the following table.



Professional Average Average F/M
category female salary (€) male salary (€) ratio
Senior personnel 2,023.72 2,472.84 0.82
Middle management 1,364.51 1,361.95 1.00
Counter service 1,056.22 1,142.49 0.92
Delivery 819.04 884.71 0.93
Other 955.16 955.89 1.00
Total 1,174.06 1,078.81 1.09

Table 21 - Ratios and remunerations, by gender and professional group

In all professional group, women receive an average remunera-
tion whichis lower than that of men, exceptin the case of middle
management staff, with the difference being more pronounced
in the case of senior personnel, standing at -20%. However, on
average, the men actually earn less than the women because
most of them are concentrated in the professional group with
lowest remuneration, delivery and in Transporta. For furtherin-
formation, see Table 1of Annex|.

Goal for2018

- Continuation of the phased implementation
of the Gender Equality Plan

- Continuation of training on equal opportunities
(915 employees)

- Completion of the wage gap analysis

- Professional occupation for 17 disabled persons

6.5. Occupational Health and Safety

In the sphere of Occupational Health, the services were provided
by Medicisforma. During this period, 11,151employees were called
in, 4% less than in 2016, and 8,808 medical examinations were
carried out, 11% more than during the same period of the previous
year. The Occupational Health and Safety (SST) internal service
staff carried out 300 interventions to assess working and risk
conditions at CTT establishments, including subsidiaries.

Thirty-two newsletters were dissemination and the actions of
awareness-raising on occupational safety, accident prevention
and ergonomics were continued at the postal delivery offices
and CTT post offices.

There were 1,072 work-related accidents and incidents?%, 9.5%
more than in 2016. Of these, 26% occurred to female workers
and 74% to male workers. Compared to the previous year, there
were 4 more accidents at the subsidiaries and 97 more at CTT,
S.A. There was no fatal accident. There was a 8% increase in the
number of days lost due to accident (29,782) due to Absolute
Temporary Incapacity.

26 Incidents are minor lesions, which are not severe and do not cause absence from work;
2728 Excluding data of Corre and Tourline.;

Also regarding days of work lost due to accidents?, the number
attributed to female workers (6,089 days) represents 20% of
the total of days lost, and that of men (23,693 days) represents
80% of the total. In turn, the total rate of days lost stands at 1.5
(GRI standard*1000). The average days lost due to accidents
is lower than in 2016 (27.8 compared to 28), reflecting a higher
degree of severity. Likewise, the incidence rate (88) was higher,
as there were 88 accidents for every 1,000 employees, 12 more
than in 2016 (76). Concerning injuries, 788 injuries of various
types were recorded, corresponding to 29,782 days lost.

In overall terms, the motives that most contributed to the oc-
currence of accidents at CTT were road accidents (34%), which
include traffic accidents and people being run over, excessive
strain (15%) and slipping/sliding (13%).

No. of No. of Injury No. Rate

accidents injuries rate ofdayslost of days lost

Female 275 184 0.02 6,089 0.93
Male 797 604 0.04 23,693 1.76
Total 1,072 788 0.03 29,782 1.5

Table 22 - Accidents and injuries at CTT 28 2

The National Centre of Prevention Against Professional Risks
qualified 9 occupational diseases of muscular-skeletal nature,
for employees working in counter service, delivery and sorting,
corresponding to 8.8% of the total diseases qualified up to date
at the company, reflected in a rate of zero andin O days lost.

In order to reduce the rate of work and road related accidents
and focus the team on the issue, monthly updates continue to
be made to the “table on accidents” for the operating areas, with
a counter of the number of days without occupational accidents.
For the work developed over these last few years, CTT was dis-
tinguished in the Excellence in Road Safety Awards due to the
comprehensiveness of its road safety programme.

Through a questionnaire, an annual inquiry was made to the
employees on Occupational Health and Safety, relative to pre-
vention and safety measures, assessment of working condi-
tions, training and information, and other related matters.

Goals for2018

Increased level of satisfaction with working conditions
Maintenance of O fatal accidents (own liability)

- 5%reduction in the number of days lost

+ 5%reductionin the number of work-related accidents

Indoor Air Quality Audits (IAQ)

29In the calculation of the rates, the result was multiplied by 1,000, for easier reading (otherwise the results would be around 0.00)
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/.Support to the Community

CTT's activity has a positive socialimpact on the local communi-
ties, as the company fosters a service of proximity, of quality, to
all citizens, all over the country, confirmed by the relatively high
perception of indicators on reputation.

Our social and environmental patronage policy has given pri-
ority to the issues of poverty and social exclusion, culture, lan-
guage, sports for the disabled, health, solidarity and innovation.
To this end, we support over twenty social welfare initiatives
and helps groups that are vulnerable or at risk, through a total
investment of 1,144 thousand euros. We also organise voluntary
work actions which seek to make a difference through the pres-
ence of our employees.

Some of these initiatives of social and environmental invest-
ments accomplished during this year are highlighted below:

In the context of Solidarity, we transported donations for the
Baby Bank in solidarity parcels and organised an in-house col-
lection of donations for the victims of the fires, having collected
and delivered 10 containers of products.

We continued our association with EPIS (Business Persons for
Social Inclusion). We sold over 27,766 Magic Fireflies at CTT post
offices for the 121" consecutive year to support the fundraising
work for Fenacerci. We joined the Campaign of the Portuguese
Firemen, “Heroes without a Cape”, having sold 19,452 “Albi
Bombeiro” magnets.

Payshop continued its protocols of support to eleven Private
Social Solidarity Institutions, having raised donations for them
of the value of 3,237 euros. Tourline once again sponsored the
organisation Save the Children.

We promoted Social Integration, with the offer of free postage
or other donations to the Aboim Ascensao Shelter, Cozinha com
Alma, Salvador Association and Quinta Esséncia Association.
We organised two visits with around 100 senior citizens to mail
sorting facilities.

¥ We organised the Solidarity Father Christ-

4 mas action for the 8" consecutive vyear,
having attracted “sponsors” for children in
socially deprived situations. We received
1,456 letters of children who had written to
Father Christmas and which were availa-
ble at 25 CTT post offices and on the web-
site  https://www.painatalsolidario.pt/,
enabling anyone to fulfil the wishes of a
child. We forwarded presents to most of
them free of charge, safeguarding the anonymity of the spon-
sor and child. In addition to this specific initiative, every year CTT
answers all the children’s letters addressed to Father Christ-
mas, which reached the number of 158 thousand this year.

In the area of Health and Sports we sponsored the competitions
of Motor Disabled Persons in Wheelchairs, the Terra dos Son-
hos Association (4 dreams of children with chronic diseases),
the Women's Race 2017, the Solidarity Race of the Salesianos
Foundation and the 1%t AEISEG Solidarity Race. We supported
the Food Bank Against Hunger in the collection and transport of
items, and the Portuguese Association Against Leukaemia.

For the preservation of the Environment and Biodiversity, we
continued to sponsor the Iberian Lynx at Lisbon Zoo and joined
the European Mobility Week through various awareness-rais-
ing actions: exhibition of electric vehicles, test drives, public dis-
plays, among others. In partnership with Quercus, we launched
the 4™ edition of the project “A Tree for the Forest” and sold 65
thousand kits (trees in a card) at CTT post offices for the planta-
tion of woods more resistant to fire. The project benefited from
a rare communication impact due to the extent and severity of
the burnt zones in the country, affecting more than 8 million
people. At the beginning of the year, we planted the number of
trees corresponding to the kits sold in the previous year.

In the context of Aid for Development, we supported the Ser-
ralves Foundation, a fundraising concert of Rock n'Law, the Atti-
tude and donated books to King's Kids.

Concerning the encouragement of writing, CTT launched
the international competition of the Universal Postal Union
“The Best Letter” among young persons resident in Portugal.
The topic was "“Imagine that you are a letter travelling through
time. What message would you like to conveyto yourreaders?”.
The three final prizes are awarded by this UN body. The winning
letter shall represent Portugal in the international competition.
https://www.ctt.pt/ctt-e-investidores/comunicacao-e-pa-
trocinios/projetos-e-campanhas/a-melhor-carta-2017.html

We continued to support Voluntary Work, with the organisation
of 16 initiatives with various reference partners, involving over 130
volunteers and their families, and a total of 2,314 hours. In this last
year, the pool of Volunteers reached 665 persons, representing
5.5% of CTT's permanent staff. The rule continued in force which
allows the volunteers to participate in ongoing initiatives in the
voluntary work plan, with their time assigned by the company for
up to 16 hours, per year, per employee. Furthermore, three years
ago we introduced long duration voluntary work which has spe-
cific rules, associated to the particularities of each project.

This is the case of EPIS, of which we are a partner, with ten CTT
mentors having continued to support ten young people on a
continuous basis, for the third consecutive year. In 2017, we con-
tinued to add value to the follow-up provided by these mentors
with a team of 8 CTT young trainees, volunteers offering edu-
cational support, with regular tutoring given to these same stu-
dents, especially in maths but also in English.

The success of this three-year project encouraged the holding
of the 2" edition which, in addition to Lisbon, has also extended
to Porto. 21 volunteers, women and men of various areas of the
central and operational services embraced this new challenge.


https://www.painatalsolidario.pt/
https://www.ctt.pt/ctt-e-investidores/comunicacao-e-patrocinios/projetos-e-campanhas/a-melhor-carta-
https://www.ctt.pt/ctt-e-investidores/comunicacao-e-patrocinios/projetos-e-campanhas/a-melhor-carta-

EPIS - Mentoring Voluntary Action

The role of the mentoris to ensure close monitoring and the es-
tablishment of a good relationship so as to be able to motivate
and stimulate each young person to develop her/his human
and academic potential, convey attitudes and values, strength-
en the young person'’s self-esteem and social integration, em-
powering her/him to construct a positive life project.

Theresults of this pilot project have been gratifying for all those in-
volved and have positively influenced the personal and academic
life of the students, with 80% having completed the 3 cycle.

Also in the area of long duration voluntary work and the trainee
integration programme, we have accompanied CTT senior citi-
zens, been part of cleaning and monitoring teams for animals at
the Zoophile Union, supported Mao Amiga in raising funds and
have participated in the street teams of the Vitae Association.

At an environmental level, this year we accepted the challenge
of EPIS which organised the largest forest cleaning action of
Tapada de Mafra with EPIS volunteers, teachers and students.
With Quercus we planted 5,300 indigenous trees in Serra do
Alvao following up on the initiative “A Tree for the Forest” and
participated in a re-settlement action of fish at risk of extinction
in River Alcabrichel.

The other voluntary initiatives, of social nature, included the
painting of a house of Ajuda de Mae with Just a Change, logistic
support to collection actions for the Food Bank, participation in
the Women'’s Race, the collection of donations for the victims of
the fires of Oliveira do Hospital, a visit to the Zoo with institution-
alised children, the invitation and accompanying of Elo Social
users for participation in the Lisbon Marathon and Lisbon CTT
Christmas Circus.

Goals for2018

- 12 voluntary work actions in social and environment areas

- Maintenance and strengthening of the long-term
voluntary work experiment

Methodological notes

This document contains information provided by the represent-
atives of every division/department, through a sustainability
information management system. All the GRI indicators were
calculated according to the GRI methodology, version 4.

Other indicators are based on the international calculation
methodologies listed below: incidence index (number of ac-
cidents/effective average/1,000), according to the ILO labour
Statistics; recording of the number of injuries leading to one or
more working days lost; the Greenhouse Gas Protocol for:

« "GHG emissions from transport or mobile sources” and re-
spective emission factors of the IPCC's Fifth Assessment Re-
port, for the different fuels used by CTT's own fleet;

- "GHG emissions from stationary combustion” and respective
emission factors - Emission Factors from Cross Sector Tools;

- "GHG emissions from purchased electricity”, of the GHG Pro-
tocol;

- “World Resources Institute (2015). GHG Protocol tool for
mobile combustion. Version 2.6". and respective emission
factors - Emission Factors from Cross-Sector Tools, for the
different categories of outsourced transport and business
travel.

The calculation of emissions derived from electricity consump-
tion was based on a zero emission factor, associated to the ac-
quisition of certified green energy. The calculation of emissions
derived from thermal power consumption for air conditioning
was based on the emission factor recommended by ADENE
under the certification of energy efficiency and quality of the
interior air of buildings.
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to PO and PDO - Assessment of interest

Accomplished (95%) @ Not accomplished @ In progress New —>
2017 CTT GOALS for 2018
TOPIC GOAL ACCOMPLISHMENT  PROG. and following
Policy and Strategy
Global Compact Adherence Under review [ ] Endorsedin2018
DJSI Prepare submission RobecoSAM hés not vet Await launch
launched Iberian Index
Reporting Standard GRI4 - Core Accomplished [ ] GRI4 Comprehensive
Sustainability Committee Regular activity - [ ] Regular activity
UN Sustainable Development Goals Identification/integration Accomplished [ ) -
Stakeholder Engagement
Annual Sustainability
Engagement with Stakeholders strategy Segmented communication  Report, communication with Segmented communication
investors
Website content structure Completion In progress Completion by 2019
Ethics
Code of Conduct (e-learning) Training 1,723 employees [ ) Completion of training by 2019
Preparathn of a Code of o Totalinternal disclosure
- conduct against harassment
Environmental management
Identification of processes and .
Energy Management System SO 50001 preparation of procedures In progress Completion by 2019
Computer application for Management Completion In progress [ ) Completion by 2019
Commitments P prog P Y
Energy efficiency
Energy audits of buildings Phased progression In progress [ ] Completion by 2019
Electricity consumption -1.0% 2.4% [ ] -1%
Energy certification of buildings Buildings (SCE)*° 20 buildings o To be continuedin 2018
Energy audit of the fleet Phased progression In progress [ ] Completionin 2018
31 i
PRCE CTT’ S.A. heavy vehicle fleet (spec. Improve efficiency 0.5% improvement [ } Improve efficiency
consumption)
Fuel consumption 11% -1.8% [ } 0.0%
Efficiency gains in fuel consumption Review metrics Preliminary work Review calculation metrics
o N Extension of LED lighting to 10 . . .
100% LED lighting PDO® and 1SC® 15PDOand1SC o Continuation of the expansion
Sustainable Mobility
Electric vehicle fleet Acquisition of lAlght passenger 40BVacquired 15 o Acquisition of 30 VEDUR vehicles
vehicles passenger)
Renewal of the light goods vehicle fleet Continuation 5light goods vehicles o 8 light goods vehicles
Mobility PDO and PO34 study Re-programmed o Completionin2018
Car Pooling Platform Award system Continuous [ ) To be continued in 2018
- Drivers’ Challenge Internacional
New indicator - Organizagao em Portugal
Climate Change
Direct and indirect CO, emissions (2008-20) -33% Accumu_lastj(ézfducnon: ® 2020 goal achieved. Maintain
Idem (annual) 11% -1.4% o 0.0%
CO, emissions of scopes 1,2 and 3 (2013-25) -30% Accumu}azt;zir}/eductlon: o Goal for 2025. Maintain
CO, emissions of scopes 1,2 and 3 (2005-30) -30% Accumul_a::(e)(i:/educnon: [ ) 2030 goal achieved. Maintain
Idem (annual) -1.6% 7.4% o 0.8%
CO, intensity/postal item scopes 1,2 and 3 Accumulated reduction: . I
) 500
(2013-25) 20% 212% o 2025 goal achieved. Maintain
Idem (annual) 1.5% 1.4% o 0.2%
Acquisition of electricity of renewable origin Maintain full coverage 100% Green Energy [ } Maintain
Consumption management
Water consumption -3% -13.7% ( ] 2%
Paper consumption (except Mailtec) -2% (excluding Mailtec) 6.3%, excluding Mailtec o 3% (excluding Mailtec)
Waste management
Extension of waste management Completion of PO and PDO Postponed o -

30 SCE - System of certification of buildings;
3PRCE - Energy Consumption Rationalisation Plan;
32PDO -Postal Delivery Office;

33SC - Sorting Centre;

34P0 - Post Office.



2017

CTT GOALS for 2018
TOPIC GOAL ACCOMPLISHMENT PROG. and following
Waste production Reduction of waste production 25.1% [ J Reduction of waste production
Recovery rate Increased recovery rate 7.3% o Increased recovery rate
Biodiversity
Press releases, advertisements and mailings Production Print Power initiatives o Continues
o . . . 4™ edition of T— " "
Initiatives to promote biodiversity Sponsorship “A Tree for the Forest” o 5™ edition of “A Tree for the Forest’
Training and awareness-raising
Environmental training (preparation of contents) PO and PDO networks Completed (] Training
Thematic philatelic issues and publications 4 philatelic issues 4philatelicissues (] 4 philatelicissues
and 3 postcards
Thematic lectures Dissemination actions 8 actions o Continuesin2018
Service quality
Full certification of PO and PDO 100% PO and PDO Completed o Maintain the certification (PO, PDO)
Certification of postal agencies 200 postal agencies 204 postal agencies (] Malnjtam the certification of postal
agencies and management systems
Certification of the subsidiaries Maintain Accomplished (] Include Transporta
Corporate certification Obtain Accomplished o Extendto 2 more transversal
processes
Average response times to claims 10 days nat. and 38 days int. 11.4(f:antda3nSd.i9n(t:1?ys 10 days nat. and 38 days int.
Improve the positioning
QS international Improve the positioning - 6™ Transition to another inthe IRA-E, K+Tranking
place measurement system Maintain the inbound GMS result
above the target
ANACOM quality target Surpass 100 points 110.1points o Surpass the ANACOM targets
Procurement
Prg—cont}ractual proceQurgs 60% 79.2% o Maintenance of the target
with environmental criteria
Contracts concluded with environmental criteria 60% 98.7% o Maintenance of the target
Qualification and assessment of suppliers 3 modulesS;;IZ;Recordlng In progress [ ) Completion by 2020
- System for CSR
New indicator - qualification of suppliers
Average payment period 60 days Paymentin 52 days [ ) 60 days
Health and Safety
Level of satisfaction with working conditions >80% Assessment in progress Increased satisfaction level
Work-related fatalities (own liability) 0 deaths Zero fatal accidents (] Maintenance of the target
Number of work accidents -5% 9.5%increase [ ) 5% reduction
Days lost -5% 8%increase [ ] 5% reduction
New indicator - Indoor Air Quality Audits (IAQ)
Qualification
Training effort rate 14 12 Effortrate of 1.2
Volume of training 280,003 hours 262,480 hours 242,042 hours
Training in eco-efficient driving 90 drivers 74 drivers Training of 38 drivers
Absenteeism
Total rate of absenteeism 6.5% 6.8% 6.5%
Sustainable Marketing
Eco portfolio Express portfolio 100% carbon Accomplished e ~
neutral
Participatory carbon offset model CTT Express voting process Accomplished (] Voting process for “Green” Mail
Implementation of social business/inverse . Inverse logistics business - . .
. R Implementation o Implementation of new businesses
logistics services CTT Express
Community
Social and environmental voluntary work actions 12 actions 16 actions carried out o 12 actions
Protocolled Social Responsibility partnerships Implementation Annulled -
2" edition of CTT/EPIS
Long duration voluntary work Maintain and reinforce Mentoring and other o Maintain and reinforce
continuous actions
Diversity
Professional occupation for disabled persons 17 people 17 people o 17 people
. Training via e-learning 1,405
Equal opportunities participations 1,275 employees 915 employees
Gender Equality Plan Phased implementation In progress Continuation
Wage gap analysis Completion Absence of finalised Completionin2018

external tool
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Annex

Table 1- Employees

2017 CTT

Human Resources CTIT CTITSA Subsidiaries CTT CTTSA  Subsidiaries A%17/16

Labour Indicators (number of people)

Employees 12,149 10,726 1,423 12,163 10,650 1,513 0.1
Female 4,025 3,586 439 3,989 3,572 417 -0.9
Male 8,124 7,140 984 8,174 7,078 1,096 0.6

Type of Contract (number of people)

Permanent 10,919 10,135 784 11,122 9,980 1,142 1.9
Female 3,576 3,363 213 3,660 3317 343 23
Male 7,343 6,772 571 7,462 6,663 799 1.6
Fixed-term 783 591 192 1041 670 371 33.0
Female 279 223 56 329 255 74 17.9
Male 504 368 136 712 415 297 41.3

Full-time 11,853 10,547 1,306 11,850 10,463 1,387 0.0

Female 3,912 3,494 418 3,887 3,497 390 -0.6
Permanent 3,530 3,318 212 3,605 3,280 325 21
Fixed-term 222 176 46 282 217 65 27.0

Male 7.941 7,053 888 7.963 6,966 997 0.3
Permanent 7.323 6,765 558 7.429 6,653 776 1.4
Fixed-term 351 288 63 534 313 221 521

Part-time 296 179 117 313 187 126 5.7
Female 113 92 21 102 75 27 -9.7
Permanent 46 45 1 55 37 18 19.6
Fixed-term 57 47 10 47 38 9 -17.5
Male 183 87 96 211 112 99 153
Permanent 20 7 13 33 10 23 65.0
Fixed-term 153 80 73 178 102 76 16.3

Age Group (number of people)
<30 783 503 280 858 577 281 9.6
Female 250 180 70 271 218 53 8.4
Male 533 323 210 587 359 228 10.1
30to50 7.284 6,265 1,019 7,087 6,032 1,055 -2.7
Female 2,468 2,120 348 2,415 2,079 336 -2.1

Male 4,816 4,145 671 4,672 3,953 719 -3.0

>50 4,082 3,958 124 4,218 4,041 177 33
Female 1,307 1,286 21 1,303 1,275 28 -0.3

Male 2,775 2,672 103 2,915 2,766 149 5.0

Professional C: y (number of p
Senior personnel 1,310 1,066 244 1,336 1,065 271 20
Female 628 517 111 644 522 122 25

<30 37 17 20 45 25 20 21.6
30to50 417 331 86 424 330 94 1.7
>50 174 169 5 175 167 8 0.6

Male 682 549 133 692 543 149 1.5
<30 31 17 14 40 23 17 29.0
30t050 385 277 108 398 275 123 3.4
>50 266 255 11 254 245 9 -4.5

Middle management 490 391 99 477 402 75 -2.7

Female 183 159 24 178 163 15 -2.7
<30 1 o] 1 0 0 0 -100.0
30to50 79 59 20 76 61 15 -3.8
>50 103 100 3 102 102 0 -1.0

Male 307 232 75 299 239 60 -2.6
<30 0 (o] 0 2 0 2 #DIV/0!
30to50 154 94 60 140 93 47 -9.1
>50 153 138 15 157 146 11 2.6

Counter service 2,431 2,419 12 2,430 2,420 10 0.0

Female 1,699 1,689 10 1,697 1,689 8 -0.1
<30 75 68 7 93 90 3 240
30t050 990 988 2 959 954 5 -3.1
>50 634 633 1 645 645 0 1.7

Male 732 730 2 733 731 2 0.1
<30 20 18 2 28 26 2 40.0
30t050 314 314 0 292 292 0 -7.0
>50 398 398 o] 413 413 0 3.8

Delivery 5,461 5,008 453 5,355 4,949 406 -1.9

Female 677 639 38 665 632 33 -1.8
<30 69 55 14 67 54 13 -2.9
30to50 495 471 24 476 456 20 -3.8
>50 113 113 0 122 122 0 8.0




2017 CTT
Human Resources CTT CTTSA Subsidiaries CTT CTTSA  Subsidiaries A%17/16
Male 4,784 4,369 415 4,690 4,317 373 -2.0
<30 347 207 140 344 204 140 -0.9
30to50 3,145 2,895 250 2,967 2,757 210 -5.7
>50 1,292 1,267 25 1,379 1,356 23 6.7
Other Categories 2,457 1,842 615 2,565 1,814 751 4.4
Female 838 582 256 805 566 239 -3.9
<30 68 40 28 66 49 17 -2.9
30to 50 487 271 216 480 278 202 -14
>50 283 271 12 259 239 20 -8.5
Male 1,619 1,260 359 1,760 1,248 512 8.7
<30 135 81 54 173 106 67 28.1
30to 50 818 565 253 875 536 339 7.0
>50 666 614 52 712 606 106 6.9
Leadership by gender (number of people) 162 130 32 214 173 41 321
Administration 5 5 = 5 5 = 0.0
Female 2 2 - 1 1 . -50.0
Male 3 3 - 4 - 333
Leadership - 1t line 31 25 6 38 30 8 22.6
Female 10 10 0 12 12 0 20.0
Male 21 15 6 26 18 8 238
Leadership - 2™ line 126 100 26 171 138 33 35.7
Female 52 43 9 75 66 9 44.2
Male 74 57 17 96 72 24 29.7
Diversity (humber of people)
Foreign employees 27 15 12 35 20 15 29.6
Female 9 6 3 14 11 3 55.6
Male 18 9 9 21 9 12 16.7
Employees with special needs 253 240 13 254 242 12 0.4
Female 117 112 5 115 111 4 -1.7
Male 136 128 8 139 131 8 2.2
Sc ing level ( of people)
University education 1,730 1,441 289 1,777 1,485 292 2.7
12" Year 5,452 4,882 570 5,583 4,885 698 24
3 Cycle elementary education 3,381 2,902 479 3,238 2,863 375 -4.2
<3 Cycle of elementary education 1,586 1,501 85 1,565 1,417 148 -1.3
Turnover Rate 154 14.2 244 175 16.9 21.6 2.7p.p.
Female 14.3 13.6 19.8 15.8 16.0 14.4 2.3p.p.
<30 6.3 5.9 9.8 6.4 6.6 5.0 0.7 p.p.
30to50 6.8 6.4 9.6 6.5 6.4 7.0 Op.p.
>50 0.0 13 0.5 29 29 24 1.6p.p.
Male 159 14.4 26.4 17.7 17.3 20.0 2.9p.p.
<30 9.4 82 181 10.4 9.9 13.4 1.7p.p.
30to50 53 5.0 52 52 52 3.4 0.2p.p.
>50 1.2 1.2 0.8 2.2 2.2 1.9 0.9p.p.
Contracting Rate 16.5 14.8 27.1 16.7 15.8 23.6 0.9 p.p.
Female 16.6 15.1 26.4 15.8 15.3 19.9 0.2 p.p.
<30 9.4 8.8 116 8.8 8.8 89 0.1p.p.
30to 50 7.1 6.3 14.6 6.8 6.4 10.6 0.1p.p.
>50 0.1 0.0 0.2 01 0.1 0.5 0.1p.p.
Male 16.5 14.7 27.4 16.8 16.0 22.2 1.3p.p.
<30 116 10.2 189 11.8 111 16.2 0.9p.p.
30to 50 3.2 43 8.0 4.7 4.6 5.7 0.3p.p.
>50 0.2 0.2 0.5 03 0.3 0.3 0.1p.p.
Rate of Return 100 100 = 100 100 Op.p.
Female
Male
Rate of Retention 100 100 = 100 100 Op.p.
Female
Male
Prevention and Safety
Total number of work accidents 979 868 111 1,072 965 107 9.5
Female 216 20 275 253 22 16.5
236
Male 743 652 91 797 712 85 7.3
Injury rate due to work accidents 3.5 3.6 3.2 3.9 3.9 4.6 0.4 p.p.
Female 53 26 1.0 28 2.7 4.3 0.5p.p.
Male a1 41 43 45 45 a7 0.3pp.
Rate of occupational diseases 0.04 0.04 0.00 0.05 0.05 0.00 Op.p.
Female 007 0.08 0.00 0.08 0.08 0.00 Op.p.
Male 002 0.02 0.00 0.03 0.03 0.00 0pp.
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2017 CTT
Human Resources CTT CTTSA Subsidiaries CTT CTTSA  Subsidiaries A%17/16
Rate of days lost due to work accidents 132.2 138.3 928 149.0 149.4 1445 16.8p.p.
Female 891 99.4 27.0 933 90.0 137.7 4.2p.p.
Male 1541 157.9 1287 1760 1794 1466  21.9pp.
Deaths o o] (o] o o o 1]
Absenteeism % 6.1 6.3 3.3 6.2 6.7 04 0.1p.p.
Training
Number of training hours 299,696 284,413 15,284 254,586 238,301 16,285 -15.1
Average training hours 26 27 16 22 22 18 -14.1
Female 38 40 20 31 32 24 -19.4
Male 19 20 14 18 18 15 -9.0
Average hours per category
Senior personnel 43 47 26 44 45 38 1.7
Female 49 54 21 47 49 35 -4.1
Male 38 40 29 41 42 40 8.3
Middle management 40 42 32 32 34 22 -19.6
Female 40 40 36 37 38 26 -7.6
Male 40 43 31 30 32 20 -26.8
Counter service 54 54 - 38 38 - -29.4
Female 55 55 - 37 37 - -32.4
Male 53 53 a1 41 - -22.3
Delivery 9 10 4 11 11 5 16.6
Female 9 9 3 14 14 5 54.0
Male 9 10 4 11 11 4 11.6
Other 20 21 18 15 15 13 -26.1
Female 19 18 22 17 17 13 -11.9
Male 21 22 15 14 15 13 -32.0
Wage ratio by gender  (F/M) 1.08 1.08 1.09 1.09 1.08 1.17 0p.p.
Senior personnel 0.80 0.84 0.67 0.82 0.86 0.67 op.p.
Female (€) 2,055.1 1,868.4 2,023.7 2,072.5 1,811.3 0.0
2,0231
Male  (€) 25155 24470 2,805.1 247238 2,407.4 27163 -1.7
Middle management 1.01 0.98 0.94 1.00 0.97 0.92 op.p.
Female (€) 13609 1,407.8 1,021.2 1,364.5 1,395.2 948.2 0.3
Male  (€) 13521 14309 1,083.1 13619 1,4320 1,027.2 0.7
Counter service 0.93 0.93 0.92 0.92 op.p.
Female (€) 10504 1,050.4 1,056.2 1,056.2 0.6
Male  (€) 11313 11313 11425 1,1425 1.0
Delivery 0.93 0.92 0.99 0.93 0.92 1.01 op.p.
Female (€) 801.4 8138 588.5 819.0 829.4 614.8 2.2
Male  (€) 864.9 885.5 595.2 884.7 9045 609.7 23
Other 0.97 0.98 0.97 1.00 0.98 1.02 Op.p.
Female (€) 0487 989.4 7183 955.2 990.3 738.8 0.7
Male  (€) 9736 10059 740.9 955.9 1,0125 7221 -1.8
Labour Relations (%)
Collective labour agreements 913 98.6 10.7 89.9 98 83 -1.4pp.
Union membership (%) 79.6 81.9 53.6 77.5 80.5 473 -2.1pp.

a) Does not include data of CORRE or Tourline
b) Does not include data of Transporta, CORRE or Tourline
c) Compares only data of CTT,S.A.



Table 2 — Environment

Environment 2016 2017 Annual
Variation
Environmental Indicators a) Unit c1T CTT,SA Subsidiaries CTT,SA Subsidiaries Unitor % : Unitor %
Energy consumption @) : 385,018.7 348,158.9 36,859.8 386,568.9 353,613.0 32,955.9 : 0.4%
Total electricity consumption (@) i 153,329.8 1352012 181286 156,972.8 139,563.1 17,409.7 2.4%
Conventional electricity consumption Q) 0.0 0.0 0.0 0.0 0.0 0.0 -
Green electricity consumption (a)] 153,329.8 135,201.2 18,1286 156,972.8 139,563.1 17,409.7 2.4%
Solar panel power consumption (Q)) 127.2 127.2 0.0 127.2 127.2 0.0 0.0%
Thermal power consumption (G) 4,650.9 4,650.9 0.0 6,507.3 6,507.29 0.0 39.9%
Total fuel consumption (Q)) 225,021.9 206,290.8 18,7311 221,0204 205,474.2 15,546.2 -1.6%
Total gas consumption (Q)) 1,888.8 1,888.8 0.0 1,941.2 1,941.2 0.0 2.8%
Average fleet consumption (1t./100km) 8.8 9.0 7.1 9.1 9.3 7.1 3.3%
Less pollutant vehicles (uni) 326 324 2 353 353 0 8.3%
(T:::L:';)e" atmospheric emissions of CO, (ton CO,) 163321 14,9789 13532 16047.0 14,9239 11231 -1.7%
Fuel consumption (ton co,) 16,221.0 14,867.8 1,353.2 15,932.2 14,809.2 11231 -1.8%
Gas consumption (ton co,) 1111 1111 0.0 114.7 114.7 00 3.3%
Total indirect atmospheric emissions of CO, (ton CO.) 1333 1333 0.0 186.5 186.5 0.0 39.9%
(scope 2) 2
Electricity consumption (ton CO,) 0.0 0.0 0.0 0.0 0.0 00 -
Thermal power consumption (tonCO,) 1333 1333 0.0 186.5 186.51 00 : 39.9%
'(r::::‘;)er indirect atmospheric emissions (tonCO,) 36,3563  15616.5 20,739.8 405220 154425 250795 0  11.5%
Air transport (tonCO,) 10,480.0 7.209.4 3,270.5 10,583.9 7.435.6 31483 ; 1.0%
Seatransport (ton CO,) 40.8 11 39.7 443 29 414 8.5%
Road transport by outsourced fleet (ton COz) 18,959.3 2,151.8 16,807.5 23,100.6 1,823.0 21,2776 21.8%
Air and rail travel on company business (ton co,) 125 125 0.0 9.4 9.4 0.0 -24.6%
Commuting (ton CO)) 6,863.8 6,241.6 6221 6,783.8 6,171.6 612.2 -1.2%
Offset CO, emissions (tonCO,) 1,149.1 338.6 810.5 1,006.7 338.6 668.1 -12.4%
Scopes 1+2 (tonCO,) 16,465.4 15,112.2 1,353.2 16,233.5 15,1104 11231 : -1.4%
scopes1+2+3 (tonCO,) 52,821.7 30,728.7 22,093.0 56,755.5 30,553.0 26,2025 : 7.4%
Carbonincorporation by postalitem (g cO,/objeto) 126 193 26 128 20.4 221 22%
(scopes1and2) 2
Carbon incorporation per postal item (g CO*/objeto) 40.3 39.1 42.0 44.9 412 50.2 11.4%
(scopes1,2and 3) ;
Carbon ntensity per €1000 tumover (kgC0,/1000€) ' 236 26.0 8.6 227 25.9 68 -3.8%
(scopes 1+2) 2 i i
Captured water by spring source (M3) i 64,4119 48,778.9 15,633.0 55,580.0 41,678.0 13,902.0 -13.7%
Well (M?) 1,782.0 1,782.0 0.0 1,256.0 1,256.0 00 -295%
Public network (M?) 61,496.0 45,863.0 15,633.0 53,135.0 39,233.0 139020 -13.6%
Rainwater (M3) 1,133.9 1,133.9 0.0 1,189.0 1,189.0 0.0 4.9%
Spillage (uni) 3 1 2 2 2 0 -333%
Consumption of materials (ton) 2,807.7 1,168.8 1,638.8 3,228.8 1,166.9 2,061.9 15.0%
Paper (ton) 2,2428 930.1 1,312.7 2,616.2 958.0 1,658.2 16.6%
Plastic (ton) 497.9 185.0 312.8 582.2 190.4 391.8 16.9%
Metal (ton) 127 121 0.7 58 51 0.7 -54.6%
Other materials (ton) 54.2 41.6 12.7 247 135 1120 -54.5%
Waste routed to final destination - - - - - - - -
Total waste (ton) 946.6 5811 366.3 1,183.7 578.0 605.7 25.1%
Recovery Rate % 74.5% 73.9% 75.8% 81.8% 86.3% 77.6% 7.3%
Environmental Certification - - - - - - - -
i , ’ o . Corporate . . _
1SO 14001 certified Units/Companies (n) 4.+4 3.CPL+EPA 4.Companies 5+4 +3.CPL+EPA 4.Companies
FSC certified Units/Companies (n9) 1 0 1.Company 1 0 1.Company 0.0%
Environment Investment and Costs (1000 euro) 4,571.9 4,533.6 38.3 3,489.6 3,189.2 300.4 -23.7%

a) Fuel consumption does not include CORRE or Transporta.
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Independent Limited Assurance Report

(This Report is a free translation to English from the Portuguese version
In case of doubt or misinterpretation the Portuguese version will prevail.)

To the Board of Directors of
CTT - Correios de Portugal, S.A.

Introduction

1.

We were engaged by the Board of Directors of CTT - Correios de Portugal, S.A.
(“CTT”) to provide limited assurance on the sustainability information included in
the Sustainability Report as a whole (“the Report”) of CTT for the year ended
31 December 2017.

Responsibilities

2.

The Board of Directors of CTT is responsible for:

— The preparation and presentation of the sustainability information included in
the Report in accordance with the Sustainability Reporting Guidelines (G4) of
the Global Reporting Initiative (GRI), for the level Core, as described in the
“Methodology notes” of the Report, and the information and assertions
contained therein; and,

— Establishing and maintaining appropriate performance management and
internal control systems from which the information is derived.

Our responsibility is to carry out a limited assurance engagement and to express
a conclusion based on the work performed. We conducted our assurance
engagement in accordance with International Standard on Assurance
Engagements (ISAE) 3000R, Assurance Engagements other than Audits or
Reviews of Historical Financial Information, issued by the International Auditing
and Assurance Standards Board of the International Federation of Accountants.
That Standard requires that we plan and perform the engagement to obtain limited
assurance about whether anything came to our attention that causes us to
conclude that the sustainability information included in the Report for the year
ended 31 December 2017 is not free of material misstatement.



KPMG

The firm applies International Standard on Quality Control 1 and accordingly
maintains a comprehensive system of quality control including documented
policies and procedures regarding compliance with ethical requirements,
professional standards and applicable legal and regulatory requirements.

We have complied with the applicable requirements of the Code of Ethics for
Professional Accountants issued by the International Ethics Standards Board for
Accountants, which is founded on fundamental principles of integrity, objectivity,
professional competence and due care, confidentiality and professional
behaviour.

Scope

6.

A limited assurance engagement on sustainability information consists of making
inquiries, primarily of persons responsible for the preparation of the sustainability
information presented in the Report, applying analytical and other evidence
gathering procedures, as appropriate. These procedures included:

—Interviews with the responsible persons to understand the processes
implemented in CTT to identify material issues for the relevant stakeholders of
CTT;

— Interviews with relevant staff, at corporate and business units, responsible for
providing the sustainability information in the Report;

— Comparing the transactions identified to corresponding information in the
relevant underlying sources to assess the accuracy of the information and
determine whether all the relevant information contained in such underlying
sources has been included in the Report; and

— Reading the information presented in the Report to conclude if it is in line with
our overall knowledge of, and experience with, the sustainability performance
of CTT.

The extent of evidence gathering procedures performed in a limited assurance
engagement is substantially less in scope than a reasonable assurance
engagement or an audit conducted in accordance with International Standards on
Auditing, and therefore a lower level of assurance is provided. Consequently, it
does not enable us to obtain assurance that we would become aware of all
significant matters that might be identified in an audit or in a reasonable assurance
engagement. Accordingly, we do not express an audit opinion and do not express
a reasonable assurance conclusion on the Report.

Conclusion

8.

Our conclusion has been formed on the basis of, and is subject to, the matters
outlined in this report. We believe that the evidence we have obtained is sufficient
and appropriate to provide a basis for our conclusions.

Based on the limited assurance procedures performed and evidence gathered,
nothing has come to our attention that causes us to believe that the sustainability
information included in the Report of CTT for the year ended 31 December 2017
is not free of material misstatement that affect its conformity with the Sustainability
Reporting Guidelines (G4) of the Global Reporting Initiative (GRI) for the level
Core, as described in the “Methodology notes” of the Report.
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10. In accordance with the terms of our engagement, this independent limited
assurance report has been prepared for CTT - Correios de Portugal, S.A., in
connect with reporting to CTT - Correios de Portugal, S.A. and for no other
purpose or in any other context.

Restriction of use and distribution of our report

11.  Our report is not intended to be used for any other purpose. Any party other than
the intended addresses who obtains access to our report or a copy thereof and
chooses to rely on our report (or any part thereof) will do so at its own risk. We
accept or assume no responsibility and deny any liability to any party other than
CTT for our work, for this independent limited assurance report, or for the
conclusions we have reached.

Lisbon, 7 March 2018

SIGNED ON THE ORIGINAL

KPMG & Associados -
Sociedade de Revisores Oficiais de Contas, S.A. (nr. 189)
represented by
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