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REPORT SCOPE AND BOUNDARY

Since 2005, when CTT issued its first
Sustainability Report, we have endeavoured to
progressively add more detailed information on
the Group companies. It should be noted, how-
ever, that Group companies are rather diversified
in nature, not only in terms of size but also of
the nature of their business. Hence, their con-
tribution towards the Group’s overall social and
environmental performance may significantly
vary. This Report covers data reported to finan-
cial year ended 31 December 2010. On 1 July,
the composition of the CTT Group changed. The
subsidiary company “CORRE” - Correio Expresso
de Mogambique, S.A. started its operation. This
is a partnership between the CTT Group and the
Post of Mozambique, each party holding a 50%
interest (this report does not cover the operation of
this company). Nevertheless, when compared to
the previous year’s Report, no changes to contents
orinterpretation apply. Besides, on 30 November
the Chairman of the Board resigned as from the
1%t of January 2011. Until the election of the new
managing bodies for the next term of office, his
duties are performed by the Deputy Chairman
Pedro Amadeu de Albuquerque Santos Coelho,
as per the company’s statutes.

COMMITMENT

This is the sixth Annual Sustainability Report
(SR) issued by CTT - Correios de Portugal, S.A.
It reports on the activities of the Group, i.e., the
parent company (CTT) and its subsidiary compa-
nies, although the activities of the latter are not
reported on in great detail. The data included in
this Reportis based on data extracted from CTT’s
information systems and conforms to accoun-
ting principles generally accepted in Portugal,
applicable Portuguese labour legislation, the
Group’s Code of Ethics, and performance indica-
tors protocols to calculate GRI 3 indicators. As in
previous years, this Report is attached as Annex
Il to the 2010 Annual Report and Accounts and it
should be perused in conjunction with the main
body of the Annual Report, its Annex | — Corporate
Governance thereto, and information published
on CTT’s website (www.ctt.pt).

The report structure and contents follow
instructions issued by the shareholder — “CTT
Group management committed to excellence”
and equally conform to GRI (Global Reporting
Initiative) guidelines, namely those regarding the
compilation of Sustainability Reports, version
G3 (and their respective protocols to calculate
indicators). The report was independently assured
by PricewaterhouseCoopers, for conformance with

the principles of the ISAE 3000 and GRI Directives
as concerns the credibility and reliability of its con-
tents. Taking into account the quality of work that
wentinto its preparation, the Group believes that
its degree of compliance with the aforementioned
standards is coherent with a A rating.

As concerns its materiality, the reportincorpo-
rates input obtained from a stakeholder survey
conducted in conformance with the guidelines con-
tained in the provisions of AA100OSES standard,
whereby its critical stakeholders were identified
as well as the issues deemed to be of relevance
to them.
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In essence, transparency, relevance,
comprehensiveness and completeness principles
were followed when defining the contents of this
SR in order to produce an objective document
that can be easily read by the stakeholders
who might use it (refer to Table 3 - Interested
parties).The company can be contacted by
e-mail at: sustentabilidade@ctt.pt with regard
to the contents of this report. This report is only
published online and is therefore carbon free.
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Report Externally Assured
Report Externally Assured



Despite an unfavourable economic framework
with a heavy impact on the postal traffic, the
company’s income and overall operation, as well
as the continuing effect of technological substi-
tution, we are proud to announce thatin 2010 as
in previous years we have once more closed the
year with highly positive results, with no need
to resort to the State Budget. This occurs in a
context where the degree of coverage of the ter-
ritory is maintained above the European average
and the universal postal service is provided with
high quality of service levels, thus exceeding
the company’s commitments to the Regulator
and translating into very favourable customer
satisfaction levels.

The year was unquestionably marked by the
environmental repositioning of CTT, with a strong
focus on a highly relevant issue for our common
future. Among four dozen initiatives on such
diverse fields as environmental certification,
energy efficiency or sustainable marketing the
launching of the Eco postal portfolio — the world’s

first to cover both the individual and the business
segments — is to be highlighted. It includes eco-
-friendly packages/materials, green certification
and special rates for sustainable customers, asso-
ciated with a carbon compensation system.

Alsoin environmental terms, the yearwas marked
by the expansion of the alternative vehicles fleet—
— currently with a total of 43 electric and hybrid vehi-
cles —, energy certification of the company’s 53 lar-
gest buildings, replacement of HVAC and lighting
systems at the Lisbon mail sorting centre with
eco-efficient equipments, and the participation
in international ratings to reduce CO, emissions.
At national level, our efforts were rewarded with
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the 15t place ex aequo in the ACGE 2010 Index of
Climate Responsibility and, internationally, we
were considered as world benchmark within the
postal sectorin the criteria Disclosure & Reporting
and Value Chain Management of the 2010 EMMS

survey on carbon proficiency of the International
Post Corporation.

In 2010 we continued to modernise our post
office counter network, to increase the mail me-
chanisation rate, and to offera more flexible range
of products and services to meet the needs of
both the smaller and major customers.

As examples of this evolution are the conclusion
of the new Maia mail sorting centre — built in



accordance with the latest environmental require-
ments — the acquisition of digital franking machi-

nes, the certification of the business delivery unit
and several other Group units and subsidiaries.

We monitored the employees satisfaction regar-

ding working conditions and continued to invest
in the prevention of labour accidents. Although

there was a 10% increase in accidents and inci-

dents, an average decrease of 14 days of absence
per occurrence was recorded, which indicates
a lower degree of severity of those accidents.
This leads us to believe that the local training on
eco-efficient and safe driving has had positive
results. Unfortunately, we recorded one death, an
indicator with a zero target. Accidents, sickness
and maternity indicators contributed this year to
a 0.9% increase in absenteeism, which reached
an overall rate of 7.6%.

The accession process of the employees to
the Company Employment Agreement is almost
complete, 99.7% of those being already covered
by collective representation. To note is also the
25% increase in training in the areas of quality,
hygiene and safety, management, combating
money laundering, as well as in skills validation
ofthe employees by the New Opportunities Centre
of CTT, which has certified over 191 employees
this year.

In the field of social integration, our Project to
Combat Poverty and Social Exclusion proceeded

on a national basis. We delivered almost 12 thou-

sand solidarity boxes free of charge to 36 welfare
institutions which joined this initiative and after
the storm that affected the island of Madeira we
launched a solidarity campaign that conveyed

to the island 411 tonnes of donations. The in-
-house programme “Adding to Divide” raised over

8 tonnes of donations, eight volunteerinitiatives
were conducted and the Group companies also
implemented their own social impact initiatives.

Atthe end of the year, following Government gui-

delines, the company planned and defined its set
of budget reduction measures to be implemented
in 2011. Despite the anticipated difficulties ahead,
we intend to keep contributing effectively to further
improve the engagement with our stakeholders,
specifically the shareholder, CTT Group employees,
society and our country.

pesidi B Mér

Pedro A. Coelho
Vice-Chair of CTT Board of Directors
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The following highlights summarise the 2010
most relevant events and achievements.

HIGHLIGHTS OF THE YEAR — CORPORATE SOCIAL
RESPONSIBILITY

*In the scope of the “Committed to Excellence”
programme, the benchmark for top level perfor-
mance evaluation was maintained and the targets
were deployed to cover operational units such
as post offices, postal delivery offices and mail
sorting centres.

» CTT institutional repositioning by launching its
new environment-friendly portfolio: ECO direct
mail, new line of correio verde (“green mail” -
- items that don’t need to be weighed) and new
digital franking machines.

* Purchase of 43 electric and hybrid vehicles.

* Certification of energy and indoor air quality at 53
largest offices and facilities.

 Conclusion of the process to remodel the air con-
ditioning system and fully replace artificial lighting
in the operational area of the mail sorting centre
of the south.

* Organisation of the World Philatelic Exhibition-
- “Portugal 2010”.

* Organisation of employee focus groups on gender
equality and on work-life balance.

* Start of the operation of the new mail sorting cen-
tre in the north, the 2nd largest of the country,
built in accordance with the latest environmental
requirements.

* Entry into force of the collective Employment Agree-
ment — AE 2010, signed in December 2009 by
the company and the Unions SNTCT and SINCOR,
which did not sign or adhered to the AE 2008. In

2010, 99.7% of the employees were covered by

collective representation.

START
OF THE OPERATION
OF THE COMPANY
CORREIO EXPRESSO DE
Moc¢AMBIQUE — CORRE,
IN MAPUTO,
MoOzAMBIQUE.

CENTRALISING MOST
ADMINISTRATIVE SERVICES IN
THE NEW CTT HEADQUARTERS
BUILDING IN LISBON AND
DESIGN ITS MOBILITY PLAN.
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* Signature of the revised AE 2008 by the 12 Unions
which had signed it.

* EAD and CTT Expresso (Group companies) abidan-
ce by the Global Compact principles.

 Extension of the Project to Combat Poverty and
Social Exclusion until December 2010 (started in
October 2008). This year, 36 welfare institutions
adhered to the Project, which promoted the free
of charge delivery of 11,800 parcels and training
for long-term unemployed people.

* Construction of 36 more ramps for the disabled
to access post offices.

* Promotion of agreements between Payshop and
18 welfare institutions to collect donations and
hold temporary campaigns with other institutions
through its network of 3,800 agents.

 Signature of collaboration agreements between
Tourline Express (in Spain), the NGO Save The
Children and the welfare initiative Play4Africa, and
launch of the “Social Action Plan”, to provide dis-
counts to poor fringes of the Spanish population.

* Solidarity campaign “Adding to Divide” (in-house
collection of 8.3 tonnes of clothing, books, school
material and toys to donate to 21 social welfare
institutions in mainland Portugal and Islands),
held for the 5" time in a row.

* Organisation of 8 corporate volunteer initiatives
of an environmental and social nature.

*Increase employee training by 25% (293,600
hours in total).

« Skills validation and certification for 191 em-
ployees who obtained their 3" cycle diploma (9th
grade of the Portuguese basic schooling system)
and high school certificate (12 grade) at CTT New
Opportunities Centre, which is responsible for 854
certified employees so far.

* More 415 employees were trained in prevention
of money laundering and the funding of terrorism.

* Free preventive screening of employees at their
work place (for heart diseases, stress, sleep di-
sorders and obesity).

4t edition of the Project “Promotion of Writing
and Reading” which involved 168 schools and
11,407 students. The motto of this edition was the
incentive to more environment-friendly practices.

SOLIDARITY CAMPAIGN
TO SUPPORT THE VICTIMS OF
THE STORM THAT HIT MADEIRA
AUTONOMOUS REGION. OVER
84,000 PARCELS WERE
CONVEYED TO LOCAL CARITAS,
CORRESPONDING TO 411 TONNES
OF GOODS.
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Certifications of the CTT Group
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Subsidiary companies of the CTT Group
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1SO 9001 - Quality management system; ISO 14001 — Environment management system; OHSAS 18001 — Health and Safety management system; POCO-
— Certification of services in conformance with the technical specification (Postal & Courier); IPC — International sector association that holds its own

certification systems Figure 1 - CTT Group Certifications



AWARDS

1stplace (ex aequo with two other companies), in
ACGE 2010 Index “Climate Responsibility”, which
ranks the way how the Portuguese companies ta-
ckle the challenges of climate change and carbon
restricted economy.

World benchmark in the postal sector regarding
the criteria “Disclosure & Reporting” and “Value
Chain Management”, in the EMMS 2010 carbon
proficiency rating, organised by the International
Post Corporation.

“Best Annual Report & Accounts and Corporate
Governance Information issued by Public Sector
Companies” award in the 2009 edition of the
Investor Relations & Governance Awards 2010
(for the 4™ consecutive year).

Rating A awarded to CTT brand by Brand Finance.
CTT stands out as one of the most important na-
tional brands.

CTTranked 3" in the “APCC Portugal Best Awards”
- Portuguese Association of Contact Centres - in
collaboration with 1Z0 Portugal Grupés Servigos.
They award the organisations that stand out with
their Customer Relations Centres.

“Quality Service Award in Customer Service through
other Channels” for the Phone-ix customer service
mailbox. An initiative of the Call Centre Magazine
Online and IFE - International Faculty for Executives.

“Silver” Award to the interactive postcard “meu-
postal Christmas 3d”, in the category Innovation
in Digital & Interactive Media, awarded by CCP-
- Creative Club of Portugal.

“Gold” Award in the category «Health and Soli-
darity» to the action regarding Children’s Day in
CTT’s web portal Irrequietos. Welfare initiative in
cooperation with UNICEF, to raise vaccines against
poliomyelitis.

“Bronze” Award in the category « Sustainable
Campaigns », given by the «El Ojo» Awards (Bue-
nos Aires), to CTT’s institutional campaign on the
company’s repositioning.

ASIAGO International Award of philatelicartin the
category “Special Tourism Award 2010”, regarding
the 2009 stamp issue dedicated to the five senses.

“Gold Level” awarded to CTT Expresso in the EMS
Certification Awards of the UPU, for the high quality
performance in 2009. It was the first operator in
the EU to be awarded this prize.

The “commitment” campaign of CTT Expresso
was awarded two Lions (gold and silver), in the
Media section of the Cannes Lions International
Advertising Festival.

Tourline Express (Group company) was awarded
the “Company with the children” prize by the
organisation Save the Children.

Quality Award “Paginas Amarelas 2009” (Yellow
Pages) attributed to the company of the Post-
contacto Group.

“Trusted Brand” Award attributed by Reader’s
Digest Portugal. For the 10" consecutive year,
CTT was distinguished as one of the brands most
trusted (image, brand and business performan-
ce) by the Portuguese.

“Seal of Excellence at Superbrands 2010” Award.
CTT is part of a strict list of brands selected
countrywide based on a survey by the company
MyBrand.

Three awards at the 2010 Gala Grand Prix APCE
— the Portuguese Association for Corporate Com-
munication: merit diploma in the category “Best
Internal Magazine” — Aposta; merit diploma in
the category “Video and Webcast” — Second Life;
and winner in the category “Best Cover” — for
Aposta magazine.

“Grand Prix 2010” Award — CTT ranked 1%tin the
category “Best Internal Communication Event:
Single Event”, attributed by FEIEA — Federation
of European Business Communicators Asso-
ciation, for the internal communication article
to participate in the casting for the film “Zero
carbon emissions”.

74

C

COMPANY PROFILE

14,400
EMPLOYEES

IT
SERVES 167,000 CUSTOMERS AT THE
COUNTERS OF ITS 884 POST OFFICES

ITS
TOTAL INVESTMENT EXPENDITURE
REACHED ABOUT 31.4 MILLION EUROS



The main CTT - Correios de Portugal, S.A. Group subsidiary and associate

companies in 2010 are listed below:

Subsidiary companies % holdings

[ CTT - Correios de Portugal, SA (parent company)

) D

[ CTT EXPRESSO - Servicos Postais e Logistica, SA

B L

[ CTT GEST - Gestdo de Servicos e Equipamentos Postais, SA

B

[ EAD - Empresa de Arquivo e Documentagado, SA

e

[ Mailtec Group

I

[ PayShop (Portugal), SA

T

[ PostContacto - Correio Publicitario, Lda.

o ok

[ Tourline Express Mensajeria, SLU

o e

[ CORRE - Correio Expresso de Mogcambique

[

[ Multicert

e

[ Payshop Mogambique

I

[ AB ADA Courier (Spain)

s

[ Mensajeria Urgente Rioja Portalada

L

[ Urpacksur

e

[ Mafelosa (Spain)

Tabela 1 - CTT Group

CTT Group

Sustainability Report 2010 ﬂ\
tt

C

payshop

TOURLINE

7

cttexpresso

jj ostcontacto

p

°¥

mailtec



Sustainability Report 2010 ﬂ
tt

C

@ Sustainable company

Corporate vision and strategy
Corporate ethics
Corporate governance

Governance model

Risk and crisis management

back to index

11



01

1.1 CORPORATE VISION AND STRATEGY (BUSINESS SEGMENTS; MARKETS; STRATEGIES)

1.1.1 BUSINESS SEGMENTS AND MARKETS

The main business purpose of CTT — Correios
de Portugal is to provide, manage and operate
the public postal infra-structure; to provide mail
services, namely the collection, processing, con-
veyance and delivery of documents, goods and
other postal items domestically and internatio-
nally; to provide information technology services,
including electronic communications networks
and services; and to provide financial services.

On 1stSeptember 2000, CTTwas granted a con-
cession agreement for the provision of Universal
Postal Service for an original term of 30 years,
renewable for successive additional terms of 15
years.

CTT continues to operate in the so-called tradi-
tional business segments which include its core
products and services, such as addressed mail
(ordinary mail, priority mail, registered mail, correio
verde, editorial mail), direct mail, express mail,
parcels and unaddressed mail.

Furthermore, and either directly or through
Group companies, CTT operates in a number of
business segments, such as: printing & finishing
services, document management and logistics ser-
vices, electronic payment services, sale of postal
solutions, mobile telecommunications, provision
of public services and of general interest, as well
as close relationship services to the population.

Through the multiple services it offers and the
platforms it provides, CTT Group has currently
a very interesting presence in the field of digital
business aiming to guarantee growth through in-
novation. As examples of that are MDDE (electronic
postmark), the PayShop e-payments platform,
the hybrid mail produced at Mailtec, the digital
custody of documents, the postal geographic in-
formation systems, the geomarketing services,
the postal electronic post box service (Via CTT),
the mailmanager service, and Phone-ix.

With the full liberalization of the postal market,
to occur at the beginning of 2011, as well as the
current economic environment and the reduced
size of the domestic market, CTT - leaderin all bu-
siness segments it operates in Portugal — decided
it was imperative to invest in internationalization
to continue to grow. CTT operates in Spain and
Mozambique and intends to intensify its presence
abroad in the new few years by expanding its
activity in the Spanish market and entering new
markets (Angola, among others). In the consultancy
business, CTT operates in a number of markets in
Europe, Africa and Latin America.

12

CTT’s typical postal chain begins with acceptance and collection of mail and parcels, which are
subsequently processed, routed and delivered to each addressee.

ctt




COMPANY STRATEGY

Atthe Annual General Meeting of CTT’ General
Assembly, held on 28 April 2008, The Shareholder
approved a set of “specific guidelines forthe CTT
Group’s 2008-2010 term of service”.

Those guidelinesinclude the guiding principles
regarding the management’s commitment, strate-
gic guidelines and specific guidelines.

The specific guidelines were translated into a
set of quantified annual and multiannual overall
objectives, which are included in the manage-
ment agreement signed in April 2009 between
the Portuguese State and each member of the
Board of Directors.

The following are the guiding principles of CTT’s
Management commitment:

Implementation of a professional management
approach, based on adequate management skills
and increased productive capacity. This approach
shall be in conformance with the highest quality
standards as applied towards the fulfilment of
its mission, which shall include ambitious yet
attainable quantified objectives measured on an
annual and multi-annual basis (for the duration
of the term of service);

Implementation of best management practices,
in conformance with best corporate governance
practices for public companies;

Fostering the development of a corporate culture
oriented towards excellence in performance,
through the implementation of a set of corpora-
te practices of a high standard that enable the
company to succeed in achieving sustainable

development, which basically relies on a novel
management approach that includes economic,
environmental and social action.

STRATEGIC GUIDELINES

CTT is bound to follow a set of strategic gui-
delines issued for all companies included in the
country’s Public Corporate Sector (the “SEE”), in
conformance with the provisions of the Council
of Ministers Resolution no. 70/2008, of 22 April,
as follows:

The company shall set financial objectives in
conformance with best practices employed by
European peer companies and report on the de-
gree of achievement of such objective by means
of appropriate performance indicators;

The company shall submit to the Portuguese State
Shareholder proposals regarding concession
agreements for the provision of the public postal
service; such proposals shall include quantified
targets associated to auditable expenditure and
shall also reflect an on-going effort of benchmark
with best market practices. The agreements in
question shall be fair and set mutual rights and
obligations for both the State and the company,
as well as the associated penalties for breach of
any of those obligations;

The company shall implement methodologies
that enable it to continuously monitor the quality
of the service it renders and the degree of cus-
tomer or user satisfaction, while analysing the
profile and volume of customer complaints, and
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conducting surveys that enable it to monitor its
progress in those matter;

The company shall design and implement human
resources policies that are geared to promote perso-
nalimprovement, strengthen motivation, and foster
productivity growth within a framework of balanced
but strict control of the associated costs. These
shall be commensurate to the size and economic
and financial situation standing of the company.
The company shall also design and implement
equal opportunity initiatives which tend to promote
equitable treatment and equal opportunity for male
and female employees, while eliminating discrimi-
nation and allowing employees to reconcile their
personal, professional and family life;

The company shall proceed to implement plans
to transfer its liabilities for employee pension
benefits where it has not yet done so, including
the scheduling of their respective funding. For
that purpose, it shall submit the required propo-
sal to the Minister of Finance and the Ministers
responsible for the governance of the different
business sectors together with the applicable
funding instruments to effect such transfers;

The company shall implement consistent scien-
tific and technological innovation policies, pro-
mote and encourage research on new ideas, new
products, new processes and new approaches
to markets. This shall be conducted in pursuit
of the corporate mission and the satisfaction of
public needs, while equally securing its economic,
financial, social and environmental sustainability;

01

The company shall implement management in-
formation and internal control systems that are
suitable to their dimension and complexity and
cover all relevant business risks. Such systems
shall be auditable by the competent authorities,
namely the Inspectorate-general for Finance and
the Court of Auditors;

The company shall endorse the principles of the
2008-2010 National Strategy for Ecological Pro-
curement, as approved by the Council of Ministers
Resolution no. 65/2007, of 7 May, in coordination
with the Agéncia Nacional de Compras Publicas,
E. P. E. (National Agency for Public Procurement)
and the Portuguese Environment Agency.



SPECIFIC GUIDELINES

Given its impact on Portuguese society and
its presence throughout the national territory,
reaching the remotest places, together with its
considerable weight as a major domestic em-
ployer and its contribution to domestic wealth
generation, and as a vehicle for enhancing the
competitiveness of the national corporate sector,
the mission of CTT — Correios de Portugal is set
out as follows:

To provide both physicaland electronic connec-
tions among citizens, the Public Administration,
companies and social organisations in general. The
company’s postal tradition shall be progressively
strengthened and broadened to business segments
and activities where its logistic and communication
expertise can be putto the service of its customers.

In the domestic market, CTT is to remain a
market leaderin every business it already operates
or may come to enter;

Internationally, the company is to develop a po-
licy of strategic business alliances and acquisition
of holdings in related companies, thus tapping
into or strengthening its presence in relevant
foreign markets with a view to securing growing
shareholder returns.

In the conduct of its business, CTT endorses
the following vision:

CTT - Correios de Portugal shall provide a
powerful multi-service platform, aiming to meet
the needs of citizens, consumers and economic
stakeholders through a sales and logistics network
offering high-quality, efficient, neighbourhood
services to customers;

The Company shall be a key driver of the
country’s social and economic development and
thereby contribute to enhance the standard of life
of its customers and staff through dynamic growth
and irreprehensible, service-oriented culture, and
a strong sense of corporate social responsibility.

Group CTT will abide by the following main
specific guidelines:

Ensuring the provision of the universal postal ser-
vice with a view to granting the citizens high-quality
postal services at affordable prices, universally
and equitably delivered on an on-going basis.

Fostering growth and consolidating leadership in
the current businesses. The key drivers of core bu-
sinesses are quality of service; a corporate image
of trust; productivity and cost control; expansion
ofthe range of services and increased use thereof;
marketing and customer service; Product and
service portfolio; and balanced pricing policies.

Developing new business segments, namely
mail printing & finishing, electronic payment
solutions, sale of postal solutions, provision of
public services and services of public interest,
and conducting international business in markets
of influence or relevance.

Generating growth through innovation, by laun-
ching products that relate to its core expertise
and seizing the opportunities afforded by deve-
lopment and innovation in electronic communica-
tions (e.g. electronic postal communications hub,
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the postal electronic post box, the mailmanager
service, and any other physical communication
services that tend to migrate to digital media).

Assuring the postal service liberalisation process
while ensuring that the company is in a position

to meet the challenges of a deregulated, com-
petitive market.

Vision

PLATFORM

01

MULTI-SERVICE

PHYSICAL AND ELECTRONIC CONNECTIONS



GENERATING GROWTH THROUGH INNOVATION

CTTis faced today with various critical challen-
ges where the company is both agent and target.
Despite its market leadership, full market opening
will have an effect of erosion to its market share
which will be aggravated by the declining trend
of the future postal market. Parcels services (lo-
gistics and delivery) will therefore assume greater
relevance in terms of development opportunities.
Hence, the Group will have to offer customised
online, outsourcing and value-added services
to meet customer expectations of higher quality
service at adequate prices. This means that CTT
has to permanently bank on the trust that the
citizens and the national economic stakeholders
have on the company although it is one of the
Portuguese companies labelled as most reliable
and trusted. It has been very innovative as regards
new technologies and new businesses in orderto
tackle the inexorable transition from “physical to
electronic” media and to stand out as electronic
communications services provider (e.g., ViaCTT,
mailmanager, MDDE — Electronic postmark, meu-
selo (mystamp), meupostal (mypostcard), virtual
postal store, etc.) offering “cleaner” services from
an environmental impact perspective.

This year, the company strongly invested (1.3
million Euros) in environmental sustainability by
launching a campaign to reposition CTT brand —
Project Earth. It included the launch of the new
portfolio of eco-friendly products and services at
special prices and associated to a carbon offset
system, as well as the attribution of a green certifi-
cation seal for sustainable customers (see details

in chapter Environmental activity). Furthermore,
investmentin innovation and development total-
led 2.1 million Euros and covered the following
initiatives:

Actions in the scope of CTT’s participation in the
road map of the initiative Electronic License Plate
promoted by the Portuguese Government:

Offer of toll payment solutions;

Sale of electronic toll tags, inter alia, associa-
ted to various payment solutions, i.e. Pre-paid
tags and ViaVerde.

Preparation and submission of CTT’s candidature
to the 2009 tax incentives programme SIFIDE-
- Tax Incentive System for Business Research
and Development (covering Project in the areas
of postal operations, corporate solutions and
payment means);

Acquisition of the technological platform Max
BILL, which will enable to offer a solution for the
business management of utilities, integrating CTT
products and services;

Chair of PostEurop’s Working Group “Posts: (re)
inventing the future with Advanced Electronic
Solutions™;

Participation in the activities of COTEC / CEDT (Centre
for Excellence in Dematerialising Transactions),
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projects related to the dematerialisation of tran-
sactions, as follows:

Project MobiPag (National Initiative for Mo-
bile Payments), aiming to study and create
a national Project in the field of payments
using personal mobile devices as automatic
payment station;

Project to give legal value to different types
of scanned documents.

Approval, in the scope of the collaboration with
AMA (Agency for Administrative Modernisation)
and with the SIMPLEX’10 Programme, of measures
proposed by CTT, particularly:

SMS —Registered Mail (notification by sms);

Simplification of the payment of rents to the
Housing Institute — payment through Payshop.

Development of mechanisms to foster creativity
and innovation through the Permanent Innovation
and Creativity Forum:

Implementation of specialised sub-commit-
tees for an in-depth analysis of the feasibility
of the proposals submitted to the Forum.
Introduction of procedures to encourage the
submission of proposals and give the authors
of the proposals visibility and recognition;
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Three sessions to submit proposals were held,
one of which was dedicated to environmental
sustainability;

Eighty-four proposals were received, of which
10 were selected for presentation and debate
at the session;

This year, 2 proposals were implemented: /n-
terface WEB 2.0 - social networks mediator to
monitor the information flow regarding CTT
Group; and Ecomail - mail produced sustainably.

The company continued to plan investment on
mail automation having programmed important
purchases for 2011 (e.g. new machines and upgra-
de of the existing ones) which will further reduce
time-consuming tasks and manpower, that is, au-
tomated street sorting according to the postmen’s
rounds following the mail order of delivery within
each round. At the end of 2010, sorting of 94% of
small formatted mail was completely automated
and 50% of middle sized mail started to be street
sorted according to the postman round, which
represents a total of 82% of all delivery related
activity (1.5 million items per day, 7% more than
in 2009).



SIGNIFICANT MEMBERSHIPS AND PARTICIPATIONS

Besides abiding by the obligations arising from
the Portuguese State’s signature of international
treaties, conventions and agreements, as well
as those resulting from the company’s voluntary
membership of international associations orins-
titutions, CTT Group is governed by applicable
international, EU and national legislation with
which it strictly complies as a structural feature
of its corporate culture. In addition to its irre-
futable legal obligations, in the field of human
resources CTT endorsed policies and guidelines
which are translated in the Code of Ethics, in
the Company Employment Agreements, in the
Charter of Professional Values and Skills, and in
CTTPlan 2012.

In the scope of the company’s sustainability
strategy, CTTis an active member of BCSD Portugal
(Business Council for Sustainable Development),
APEE (Portuguese Association for Business
Ethics) and the Portuguese Association of Electric
Vehicles (APVE).

As founding members of the Universal Postal
Union (UPU), CTT abides by the principles es-
poused by this specialised agency of the United
Nations. We highlight its abidance by the princi-
ples of the UN Global Compact since 2004 in that
regard, which principles bind all the members.

During 2010, in institutional terms, CTT con-
tinued to participate actively in the work of the
international organisations it is a member of,
especially the UPU, PostEurop, PUASP and IPC,
among others.
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POSTEUROP -Association of European Public Postal Operators

Association of 48 European public postal operators, which represent 2.1 million employees and serve
800 million citizens daily. Given the great impact of the postal sector on social and environmental issues,
there is a clear concern regarding social responsibility and this is one of the four pillars of its activity. The
three remaining pillars are Operations, Markets and Regulatory, CTT having chaired the International Affairs
Committee of the latter until the end of 2010.

In 2010, CTT served its last term of Office in the Management Board of PostEurop, which acted as a
think-tank on the present and future activities of the Association. The focus was on sustainability and
social responsibility and the Social Responsibility Committee, chaired by France, was in charge of leading
the activities on social dialogue, occupational health, training and environment undertaken by its working
groups. Furthermore, projects with EU funding such as Leonardo da Vinci in the field of training, NEPH (New
Electric Postman Helper) to study and develop innovative electric power vehicles for postal delivery, and the

Green Fleet Forum were successfully carried out and counted on CTT’s participation.



UPU - Universal Postal Union

Intergovernmental agency of the United Nations
of which Portugalis a founding member, i.e. since
1874.This organisation with 191 member countries
has a structure with several bodies, among which
is the Postal Operations Council (POC) integrated
by 40 postal operators from the 5 continents, in-
cumbent of the universal postal services in their
countries. CTTis one of its members.

As an elected POC member, CTT took actively
part in the annual session of this body in which it
chaired the World Assembly for the Development
of Philately and participated as member of the
Board of Trustees of the Quality of Service Fund.
CTTalso focused inter alia on the areas of Reform
ofthe Union, Development Cooperation and Postal
Payment Services.

International&

Corporation
IPC - International Post Corporation

Established in 1989, this cooperative asso-
ciation of 23 postal operators from Europe, North
America and Asia-Pacific which, in total, deliver over
330 billion letters a year, i.e. 80% of the world’s
total mail volume. IPC is committed to improve
international mail quality of service, to manage
remuneration systems among postal companies,
and to disseminate business information among
postal CEOs. It counts among its Board members
with CTT CEO, who participates in regular meetings
representing the South of the Alps operators.
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PUASP - Postal Union of the Americas,
Spain and Portugal

Of anintergovernmental nature, this Restricted
Union’s structure doesn’tinclude a specific body to
deal with the issues of social responsibility. There
is, however, great concern with human resources,
given that among its members there are countries
with majorneeds in this area, hence human resour-
cestraining and exchange among member countries
are fostered through technical cooperation projects
where CTT plays a very active role.

Besides chairing the group “Preparation of the
25" UPU Congress” and co-chairing the group
“Reform of the UPU and PUASP”, CTT carried out
the Human Resources Development Plan that was
attended by 5 trainees of the PUASP area. In the
scope of the cooperation with this Union, a training
course on “Organisation of the postal activity”
was also held in Lisbon and was attended by 7
participants from the PUASP region.

AICEP - International Association of
Portuguese-Speaking Communications
(including East Timor and Macao)

Established in 1990, this Association counts
CTT among its founding members and currently
also as its Chair. As far as social responsibility is
concerned, the aspects of cooperation and training
are essential, hence CTT strives to contribute to the
upgrade of the human resources of the member
postal operators by offering training courses on
different postal topics every year.

Seminars and training modules of an operational
or commercial nature were held for the top and
senior managers of those operators.



COMMITMENT TO EXCELLENCE IN
MANAGEMENT WITHIN THE CTT GROUP
CTT Group 2008-2010 annual and multiannual
objectives were set up at the General Assembly and
associated with the commitment to excellence in
management of the companies under the Ministry
of Public Works, Transport and Communications’
scope. They were also included in the Management
Contracts for the term of office signed between
allthe Board members and the Portuguese State.
As was the case for the previous Board’s term
of office, the annual objectives incorporate pro-
fitability, growth and quality of service targets:
operating income, EBITDA margin, net profit, return
on invested capital (ROIC) and quality of service
index. Two additional performance indicators have
been introduced, namely level of budget perfor-
mance achievement and average delay of payment
to suppliers. Overall, multiannual performance
takes into consideration both quantitative and
qualitative indicators such as: return on capital
employed (ROCE), EBITDA margin compared to
benchmark peers, sustainability index, corporate
climate, ability to change and adapt to new market
demands, and achievement of strategic goals.
The sustainability index has a very relevant
weight in this scorecard (20%), which provides
a solid basis to integrate social responsibility in
the company’s management and to focus it on the
pillars of sustainability.
Therefore, the Group’s objectives were trans-
posed into Management Contracts for the term of
office and signed by each Board member. Besides,

the company entered into Performance Contracts
(2009) with the subsidiary companies and with 1
line and 2nd line managers reporting directly
to the Board of Directors, and will progressively
expand to the operational units. Currently, the
scorecard of postal delivery offices, post offices
and mail sorting centres includes variables with
respect to human resources and occupational
accidents. Additional variables are also expected
to be included next year.

The remuneration of each Board memberinclu-
des a fixed and a variable component, the latter
changing according to the achievement of targets.
In turn, the variable remuneration has two compo-
nents: an annual one and a multi-annual one. At the
end of each year, depending on the performance
obtained in the appraisal of multiannual indica-
tors, the Board members will be rewarded with
a component of variable multiannual incentives,
which will be paid at the end of the term of office
as long as it is fully completed. The achievement
of annual targets is also measured and rewarded
with a year bonus, if they are achieved.

Though the Performance Contracts stipulate
that achievement of results is rewarded through
the implementation of a programme of variable
incentives (as was the case in 2008), the Annual
General Assembly held on 20 May 2010 approved
that the Board members would not be awarded
performance bonuses in 2010 and 2011, whether
or not they achieved the targets. The net fixed
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remuneration of Board members was reduced by
5% since 1 June 2010 in conformance with Law
12-A/2010, of 30 June.

The objectives forthe 2008-2010 term of office
were very ambitious, even more given the current
macro-economical framework, which demands
accrued efforts and mobilisation of the whole
company. By meeting these objectives the Group
could measure its performance against the perfor-
mance of peer companies such as: Correos (Spain),
Deutsche Post (Germany), La Poste (France),
TNT (Netherlands), Poste Italiane (Italy), Royal
Mail (United Kingdom), An Post (Ireland), Itella
(Finland), Post Denmark (Denmark), De Post/La
Poste (Belgium) or Austrian Post (Austria).

In previous years, CTT’s performance with
respect to sustainability goals, assessed on the
basis of the Sustainable Development Prize me-
thodology and through the Sustainability Report,
was appraised annually by the Shareholder who
ranked the company against a pre-established
goal, which has been attained or even overcome.
So far, the Shareholder has not yet communicated
the result of its appraisal (for an objective of 8,000
points) regarding last year.

Among the guiding principles underlying the
aforementioned commitment, the implementation
of a corporate governance model that renders the
company more sustainable from an economic,
environmental and social perspective deserves
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particular highlight. Its economic pillar includes
customerrelations management, risk management,
the implementation of codes of ethics and rules
of conduct and the implementation of a corporate
governance model that conforms to domestic and
international best practices. The environmental
pillarencompasses the definition and implemen-
tation of an environmental reporting system that
renders the achievement of environmental mana-
gement objectives transparent. Lastly, its social
pillarinvolves the definition and implementation of
a strategy to adequately manage human resources
and the company’s social responsibility.



CORPORATE ETHICS

Since February 2006 CTT has a Code of Ethics
covering the whole CTT Group which became a
standard of reference on the values and standards
of conduct by which all Group employees must
abide. Particular highlight deserves the rule on
“gifts, presents, invitations”, whereby “the em-
ployees, and managers in particular, of the Group
companies shall abstain from any practices which
might compromise the irreprehensible image of
their conduct, namely as concerns the offer to or
acceptance of gifts from third parties, including
customers and suppliers”. Furtherahead the rule
adds that “the employees are precluded from
accepting commissions or payments as well as
from seeking to obtain favours from any third
parties in exchange for which such parties may
come to expect any treatment of favour in their
relations with the Group”. Lastly, a limit is set for
the amount of the offers from third parties (not
above 150 Euros). Upon approval of the Code of
Ethics, an Ethics Committee was appointed to
implement, monitor and interpret the Code of
Ethics, as well as to clarify any doubts that might
arise, or omissions.

In 2010 upon proposal of the Ethics Committee,
the Board of Directors approved a diploma with
the procedures to follow for the communication of
irregularities regarding the failure to comply with
the rules of conduct. Ethics Officers were also

appointed within each company of the CTT Group
to make the connection between the company
and the Ethics Committee. The diploma attributed
to the Department of Audit and Inspection the
responsibility to give expert support to the Ethics
Committee inimplementing that system of commu-
nication of irregularities. Acommunication refresh
is underway to raise awareness on existence, the
duties and responsibilities of the Ethics Committee.

The company has internal procedures to identify
who might actively or passively be involved in
bribery and corruption, with a view to legally pro-
secute such persons. In this context, all complaints
and allegations of such practices are investigated
and any internal procedures which might permit
of facilitate the perpetration of unlawful practi-
ces are thoroughly reviewed. Any processes that
internal audits might detect as being open to the
perpetration of fraud, or that may be internally
denounced as such, are the object of disciplinary
action and prosecution with a view to recover
any amounts for which the company might have
suffered damage.

Inits fifth year of existence the Ethics Committee
was asked foradvice on three occasions. Following
the audits (286 post offices, 179 agencies and
182 postal delivery offices were audited, repre-
senting 33.9% and 52% of the total, respectively)
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and internal communications, 324 disciplinary
hearings were conducted, 21 (6%) of which led
to subsequent dismissal of the employees in
question, and to one compulsory retirement. The
company recovered approximately 56,000 Euros.

The conduct of Business Practices in full con-
formance with Ruling Legislation and Regulations
equally deserve highlight, as the Code of Ethics
also calls for strict compliance with all legislation
and regulations applicable to the business of all
Group companies. In this scope stands out the
activity of the Corporate Compliance division of
the Audit and Inspection Department, having as
mission to ensure that the activities of all Group
units conform to rules of deontology and are
conducted in full conformance with the ruling
legislation and regulation governing all financial
activities.

During the year under analysis, following the
definition and implementation of the procedu-
res meant for the post office network regarding
the prevention and identification of operations
suspected to involve money laundering and fun-
ding of terrorism, especially the activities and
procedures related with the communication of
suspicious operations 120 communications were
made to the bodies in charge of those issues as
perthe ruling legislation (the Central Department
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of Investigation and Prosecution and the Financial
Information Unit of the Judiciary Police). Those
communications referred to financial operations
which totalled approximately 7.6 million Euros.
Following a recommendation passed by the
Council for the Prevention of Corruption aimed
at the bodies managing public funds, estate or
assets, the Ethics Committee was charged with
monitoring the implementation of the Plan forthe
Prevention of Risks and Corruption and Related
Offences, which includes an annual report that
identifies facts that may be considered as criminal
ordisciplinary infraction, their perpetratorand the
criminal ordisciplinary proceedings to be adopted.
CTT is subject to periodic audits of the
Inspectorate-General of Public Works, Transport
and Communications, of the Inspectorate General
for Finance and the Court of Auditors. Such audits
are part of the ordinary and extraordinary activity
plans of those institutions, as a result in some
cases of complaints or news issued by the media.



COMPLIANCE WITH ETHICAL OBLIGATIONS

CTTneitherhad to defend against any legal suits
alleging unfair competition or antitrust practices,
nor was it found guilty of any failure to comply
with environmental legislation and regulations for
which significant fines ornon-monetary sanctions
might have been applied. Similarly, it was not fined
forany failure to comply with ruling legislation or
regulations regarding the provision of products
and services. However, the company was applied
non-monetary sanctions in two instances rela-
ted to its failure to comply with ruling legislation
and regulations (on the matter of employees ap-
pointments to permanent employees, by court
order), and paid 35,357.69 Euros in tax fines and
25,875.29 Euros for non-fiscal fines. It was not
the object of any legal fines for non-compliance
with environmental and with occupational safety
and health legislation.

As a member of the Portuguese Advertisers
Association - APAN- and through the advertising
agencies and media the company deals with, CTTis
indirectly represented in the Civil Institute of Self-
Discipline in Advertising (ICAP), thus ensuring that
the company’s legal interests are duly safeguarded
while equally conforming to the provisions of the
International Code of Advertising Practice (ICAP)
of ICC, the International Chamber of Commerce.

CTT abides by the following codes and regula-
tions: Code of Conduct for Advertising, Code of
Loyal Practices on Environmental Advertising;
Regulations of the JEP - Jury of Ethics in Advertising
of ICAP, Regulations of the Technical Legal Office
of ICAP, and Regulations of the Mediation Office
of ICAP.

CTT abides equally by the self-discipline that
the industry imposes on itself, with a view to
quickly and effectively ensure compliance with
advertising communication rules as an area with
a high sense of social responsibility.

To be noted as well the compliance with the rules
of conduct of CTT Code of Ethics with respect to
marketing and advertising practices that impose
compulsory dissemination of the correct infor-
mation on the products and services provided,
particularly their technical features, after-sales
assistance, prices and payment terms.

Similarly, advertising messages must be correct,
truthful and respect the rights of third parties.
The Code of Ethics itself refers the obligation to
comply with the Advertising Code by stating that
institutional or advertising campaigns to promote
CTTproducts and services must respect the rules
in force in this field. As mentioned above, this
is already secured by the participation of CTT in
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related organisations with strong self-regulatory
codes.

The sale of databases fully complies with ruling
data protection legislation, whereby the rights to
information, access, correction and elimination,
opposition, and otherrights in conformance with
notifications and authorisations of the National
Commission on Data Protection (CNPD) have been
fully complied with and did not give rise to any
sanction. Currently, RCM legislation 47/2010 sti-
pulates the introduction of control mechanisms
and the communication of data on the advertising
activity, whereby CTT must inform annually on
any action using means over 15 thousand Euros.
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Objectives 2011

Consolidation of procedures and production of
indicators

Training and dissemination of the
procedures, functions and competences of the
Ethics Committee



CORPORATE GOVERNANCE

The statutory bodies of the company were
appointed for a three-year term of office from
2008 to 2010 at the Annual General Meeting of
28 April 2008.

The General Assembly comprises all shareholders
entitled to voting rights, meets once a year or
and upon request to its Chairman by the Board
of Directors, the Audit Committee, or sharehol-
ders representing at least 5% of share capital. At
present it is formed by two male members and
one female in the following age groups: 1 male
aged between 30 and 50; and the remaining two
members (1 male and 1 female) aged over 50.

The Board of Directors may comprise five or seven
members appointed by the General Assembly fora
term of office of three years. A Director may serve
up to successive appointments to the Board up

to the limit of four terms. The General Assembly
Meeting which appoints the Board of Directors
shall also appoint the Chairman and may also
appoint a Vice-Chairman from among the remai-
ning Board members.

The present Board of Directors has five
members: the Chairman, Estanislau José Mata
Costa; the Vice-Chairman, Pedro Amadeu de
Albuquerque Santos Coelho, and the remaining
Directors, Marcos Afonso Vaz Batista, Carlos de
Jesus Dias Alves and Duarte Nuno Lopes Reis
d’Ara(jo. They are all male and fall within the
following age groups: 1 member aged between
30 and 50 years and the remaining ones aged
over 50 years.

Estanislau José Mata Costa presented his resig-
nation on 30 November 2010, with effect as of
January 1st, 2011. Until the appointment of the
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statutory bodies for the next term of office, the
duties will be performed by the Vice-Chairman
Pedro Amadeu de Albuquerque Santos Coelho.

In accordance with the provisions of the Portu-
guese Companies Act, the Supervisory Board
and the Chartered Accountant are responsible for
supervising CTT’s business operations. The Audit
Committee comprises three members, being one
member a female and the two other members
male. They are of the following age groups: 1
member aged between 30 and 50 years and the
remaining ones aged over 50 years.

Itisthe Portuguese State (the sole Shareholder)
that appoints the Board members and determi-
nes their qualifications and expertise. As sole
Shareholder of the CTT Group, at the General
Assembly Meeting the State determined the
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specific guidelines for the Board of Directors for
the 2008-2010 term of office. These guidelines
are the essential principles for the actions of the
Board managers, translated into the commitment
to the management excellence programme that
those managers entered into with the shareholder
as part of their management contracts signed.
when they were elected.

The Corporate Governance Report, attached as
Annex 1 tothe 2010 Annual Report and Accounts
(R&A2010), contains a detailed description of
the duties and responsibilities of the company’s
corporate governance bodies.



1.4 GOVERNANCE MODEL

The CTT Group organisation chart (see below) is
customer-oriented through dedicated structures
that separately cater for marketing, sales, and the
provision of customer services to each customer
segment. Group business is organised along key
segments that frame its subsidiary and associate
companies.

The Shared Services Management Unit provi-
des support services to all Group companies and
the Corporate Services Unit acts in an advisory
capacity to the Board of Directors to support its
duties to manage, control and supervise all Group
companies and activities.

CTT (parent company) is responsible for ensuring
its compliance with the terms of the concession
agreement forthe provision of the universal postal
service. The other Group companies operate in
fully open markets.

Allthe members of the Board of Directors of CTT
actas Executive Officers who have been assigned
responsibilities to manage specific business seg-
ments and units. They are also engaged in admi-
nistering and managing other Group companies.
These are governed by an Executive Committee
or a Chief Executive Officer (CEQ) that manages
the respective business. In order to strengthen
management’s ability and enhance its accountabi-
lity forthose companies’ management, in 2008 the
new Board of Directors appointed three-member
Executive Committees at two of the main sub-
sidiary companies — namely CTT Expresso and
Mailtec Holding. Previously, only Tourline Express
Mansajeria and EAD (where the Group holds a 51%
interest) had Executive Committees.

See responsibilities of the Board of Directors
and of the company units in sections 2.2 and 1.1
respectively of the Corporate Governance Report
(Annex | of the R&A 2010).
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RISK AND CRISIS MANAGEMENT

Business risk management within CTT Group
becomes increasingly important in the face of
the dynamics of the activities in the business
segments where it operates.

The Group believes that risk management is a
responsibility attributable to every unit (nhamely its
Corporate Services Unit, its Shared Services Unit
and its Business Units), as well as to the Heads
of those units in the first place and then to all the
employees in general, in mutual cooperation.

Besides identifying risk factors within its
business activities and assigning specific res-
ponsibilities ensuring that the necessary actions
are undertaken in a timely manner, formal and
informal communication and information channels
are set up to monitor corporate activity.

In this context, CTT decided to implement a
Risk Management System and for that purpose
a provider of consultancy services was selected.
This project will be completed in 2011. The crucial
aspects in the implementation of such a system
are a systematic and in-depth knowledge of every
material risk that may somehow jeopardise the
strategic business goals, and the definition of
effective measures to minimise the consequences.
Forexamples of the range of actions undertaken
in field of the precautionary approach, the Annual

Report & Accounts on Corporate Compliance and
other risk management systems should be con-
sulted in chapter 5 of the Corporate Governance
Report (Annex | of the R&A 2010).

The Board of Directors supervises the manner
in which the organisation identifies and manages
its economical, environmental and social per-
formance, including risks and opportunities, by
means of the following tools:

Group Strategic Plan (medium-term);

Annual Plan & Budget;
Annual and Half-yearly Reports and Accounts;

Quarterly budget performance reports;

Monthly performance control indicators;

Monthly control meetings;
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Among the key risk factors identified as being inherent to CTT Group business are the following:

CTT Group risk factors

Risks within postal

. Procedural risks
environment

Decision-making risks

Technological evolution &
new services

Liabilities for employee

Technological substitution h .
retirement benefits

Regulations Property Management Tax legislation

Attraction & retention

Competition of talented staff

Economic crisis Financial risks

Business alliances & business

Climate change agency network

Figure 3 - Risk factors



Theserisk factors may be associated with the following opportunities and responsibilities of the Group:

Regulations and
liberalisation

Competition and
globalisation

Regulatory environment:

full liberalisation of the postal services in 2011, which
constitutes a threat to business competitiveness and
may lead to decreased market share

market deregulation

Decreased market share

Need to fully cover the cost of the Universal
Postal Service provision

A regulatory framework that does not provide for
a judicious balance between liberalisation and
the safeguard of the sustainable provision of the
universal postal service

Regulatory model for the liberalisation that
fosters inefficient market entries

Transposition of regulatory models that do not
take into consideration the specific features of
the postal industry

Regulation based upon benchmarking that does
not take into account the specificities of the
domestic market

Responsible Department - Regulations, and
Permanent Observatory “Prepare Full Liberalisation”

Limitation of reserved services (since 1 January
2006 for mail weighing up to 50g and at 2.5
times the priority mail rate)

Market entry of new players, particularly major
multinational integrators that will expand their
operations into traditional postal segments
(e.g. mail, parcels and express services) and
into domestic markets

Competition in large cities and coastal areas
Market entry of low-cost operators

Narrower margins

Low competitiveness vis-a-vis the competitors
Internationalisation

Market leadership

Improvement in the
introduction of mandatory
rules concerning unfair
competition practices

Banking on the trust of
citizens and economic
stakeholders

Review of pricing policies

Capillarity of the counters
and delivery networks
(comfort, convenience and
accessibility)

Rationalisation of operations

Convenience and
multiservice platform based
upon a sales and logistics
network offering high-quality,
efficient and closeness
services to customers
Potential for growth in
relational marketing, express
mail and parcels services
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Competition and
globalisation
(contd.)

Economic crisis
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Less favourable terms of employment
conditions

Unbalanced portfolio not adapted to
potential market

Dependence on a short number of major
customers

Low flexibility vis-a-vis the seasonal
variation of the postal traffic

Responsible Department — Board of Directors and
Heads of the Business Units

Increased pressure on prices and narrower
margins

Decreased economic activity and subsequent
lower demand of postal services

Higher credit costs

Increase in average time to collect payments

Responsible Department — Board of Directors and
Heads of the Business Units

Brand trust and corporate
image consolidation

as a relevant factor of
differentiation vis-a-vis
the competition
Transparency and best
practices in corporate
governance (dialogue,
efficiency, etc.)

Increased Group
efficiency vis-a-vis the
pricing

Group performance
compared with the
European peers

Greater sales
aggressiveness

Strong negotiating power
as a result of Group size

Investment on market
diversification

Reduction in labour
market pressures
Improved negotiation
capacity to improve
supply conditions

Table 2 - Risk factors , Opportunities and responsibilities of the Group



Technological
progress and
new services

© Growing pressure for electronic means of
communication, e.g. the Internet, SMS and
electronic-banking, which reflect double-
-digit growth

* Progressive substitution of physical mail
(transaction mail, direct marketing, editorial
mail, social mail) with new means of
communication

© Low-growth mature products offered in
various business segments

© Flat supply. Lack of product diversity among
market players

Responsible Department — Corporate Strategy and
Development Unit

© Development of new
business segments
(document management
and closeness services)

* Innovation/latest
electronic communication
technologies

© Reinforcement and
expansion to activities
within its logistics
and communications
orientation (ViaCTT service,
mailmanager digital mail
room and MVNO Phone-ix)

© Offer of online, customized
value-added outsourcing
services of high quality at
affordable prices

© Growing mobile
telecommunications
services through the
Phone-ix brand

© Growth in parcels market
(integrated logistics and
delivery services)

* Providing additional
payment services at CTT
retail network (taxes
and Social Security
contributions)

* Providing financial
services supported by CTT
retail network

® Expanding foreign
business and
opportunities to sell postal
know-how and technology
abroad

© More flexible IT systems
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Outsourcing

* Signature of agreements or entry into
business alliances that may jeopardise the
Group’s competitiveness

Responsible Department — Procurement and
General Services Unit

© Signature of agreements
or entry into business
alliances that enhance
performance, increase the
ability to meet customer
needs, or contribute
to costreduction, thus
strengthening the Group’s
competitiveness

Liabilities for
employee
retirement benefits

© Actuarial shortfall estimated at 308 million
Euros as at 31.12.10 with adverse impact on

interest expense and, consequently, on EBITDA.

© Negative discrimination owing to having to pay
contributions to fund a set of benefits for CGA
subscribers when compared to Social Security
contributions in a competitive market

Responsible Department — Corporate Human
Resources and Social Welfare Unit

* Repeal of the Medical
Aids Benefits Protocol
signed between the
Ministry of Health and
CTT at the end of 2006




© Relocation of postal delivery offices due to changes
in urban features and road accessibility at those

© Enhancing accessibility for

* Possible less advantageous location of premises
© Unattractive career plans
© Lack of skills in specific areas

Responsible Department — Corporate Human
Resources Unit

Property disabled people and the
TR REETET locations; these offices moved further away from public in general
g post’ofﬁces, which. implied add!tiqnal logistics ) * Improving occupational
reqU|remeqts and increased bwldmg., c'onstructlon safety and health
and operating expenses, as well as difficulty to conditions
dispose of vacant premises R
. .. ¢ Strengthening CTT’s
* Increased operatlng costs arising from the need institutional image
to comply with environmental management .
legislation © Optimising property
* Increase of vacant premises due to aggregation of holdings
central services in a single building
Responsible Department — Property
Management Committee
* Lack of skilled and motivated employees for the © Skilled and motivated
Attraction right positions employees
and retention © Reduced flexibility in human resources © Improvement in work-life
of talented management balance
employees © Change in corporate culture  Merit reward-based

performance appraisal
systems

© Reduction of conflicts and
social stability

* Pool of job opportunities
within the Group

© Multi-tasking, flexibility
and employees rotation

¢ Implementation of
the conclusions of the
employees appraisal and
satisfaction survey
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Fiscalidade

© Changes in tax legislation

* Interpretation of the applicability of tax and tax-
related legislation

Responsible Department — Corporate Finance Unit

* Dialogue with the tax
authorities

© Keen monitoring of these
risks

* Strengthen competences
in this field

Financial risk

® Changes in financial variables (interest and
foreign exchange rates) may result in adverse
performance of expected return on foreign
investments (Spain and Mozambique)

© Late receipt of customer payments
* Funding shortage (illiquid markets)
© Economic crisis

© Privatisation until 2013

Responsible Department — Corporate Finance Unit

* Adoption of IT and internal
control systems that fit
CTT’s size and complexity

© Improved risk management




Business alliances
and Business
agency network
Internationalisation

© Possible selection of partners or agents that
adversely impact the company’s reputation and
goals, as well as its capacity to compete

© Lack of market segments for the sector’s business

© Quality, performance control capacity of the
providers

Responsible Department — Domestic Customers/
/ Third-party Agency Network / Corporate Strategy
and Development Units

© Dialogue with local
partners and domestic
sustainable development
leading organisations

* Skills reinforcement and
adequate selection of
partners that foster CTT’s
interest

® Improved business partner
control

© Strategic alliances and
partnerships, joint
ventures, domestic and
foreign mergers and
acquisitions

¢ Internationalisation
by means of business
partnerships and
acquisitions

* Alliances with
organisations that
strengthen corporate

Environment/
/Climate change

© Multinational market operators which have already
implemented sustainable policies

¢ Legal and regulatory demands

* Increase of energy costs associated with extreme
climate change

© Operational disruptions caused by natural disasters

© Perception as a not very environment-friendly
operator, subject to pressure to reduce information
on hard copy

Responsible Department — Corporate Strategy and
Development Unit

© Reputation

© “Green” affinity product
line

© Responsible procurement
policy

* Energy efficiency and
consequent cost reduction

© Reduced ecological
footprint
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SECURITY

Contacts were made and negotiations held with
the National, Regional and local command units
of the Police and security forces as a means of
enhancing the security of premises, assets and
employees.

Surveillance by security forces was enhanced
in numerous premises, mainly in post offices and
in some postal delivery offices, to prevent certain
kind of events (robberies and thefts during opera-
tion) and positive results were obtained.

Partnerships with national security services
were intensified aiming primarily at direct and swift
communication from CTT to the relevant security
services in the event of safety threats to people
and/or property.

Joint actions with the national Police and se-
curity services were carried out with respect to
exceptional internal and external measures to be
taken regarding high-impactinternational events
held in Portugal.

Training courses on security were ministered to
all employees working in large premises, namely
in mail sorting centres (including other divisions
operating in the same premises) and in the new
Headquarters building in Lisbon. These training
and awareness courses focused on emergency
evacuation procedures, fire fighting, local security
organisation, interalia, and enabled a comprehen-
sive theoretical and practical dissemination of the
subject. The results show greater awareness at all
levels regarding the security issue.

The concept of “safe visit” was introduced to all
employees who moved into new premises, namely
the new mail sorting centre of Maia and the new
Headquarters building in Lisbon.

Plans of Self-protection and Security Measures
for CTT premises were designed, which included
Emergency and Prevention Plans, action plans for
emergency situations, emergency maps, internal
and external contacts, among others.

Internationally, CTT continued to participate
actively in European and world groups dealing
with postal safety matters where it performs
leading positions. The company also reinforced
significantly its presence in meetings and at the
Advisory Committee of a UN body that addresses
security issues. This participation is considered
as strategic not only for the security within CTT
but also for national and international security, as
the company is among domestic and international
players.

Objectives 2011

Further first-aid and fire fighting training

Completion of the certification of compliance
with OHSAS 18001 standard in the Mail
Sorting Centre of the centre
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STAKEHOLDER ENGAGEMENTS

CTT considers that enhancing the dialogue and
engagement with its stakeholders while identi-
fying and understanding their expectations is an
increasingly important challenge for the whole
organisation, hence it seeks to develop actions
that meet their needs.

There are for a long time regular and consolida-
ted forms of contact, such as surveys, meetings,
conferences, working groups, panels, newslet-
ters, external and internal communication with
the various stakeholders.

In 2008, CTT carried out a structured formal
stakeholder engagement process, based upon
the AA1000SES Standard. The aim was to iden-
tify and map stakeholders and relevant issues of
their concern so that the company may define a
progressive strategy of engagement with them.

The results of the aforementioned process
identified the following as critical topics: satis-
faction of stakeholders, competitiveness and the
liberalisation of the postal market. In turn, as re-
levant topics were climate change, occupational
health and safety and technological innovation.

The following table presents the answers in
this report dedicated to the critical stakeholders
with regard to those topics. Colour gradient indi-
cates how critical the topic is for each stakehol-
der (the darker, the more critical; no colour, not
critical).

GRI 4.15

GRI 4.17

Creating value for the stakeholders

Figure 4 — Mapping of stakeholders (Source: PWC)

RESPONSABILITY

Stakeholders
to whom CTT

has legal, financial

or operational

responsibilities

Social Organisations

International Sectoral
Organisations

Business Development
Partners

Other Suppliers

Small & Medium
Customers

Communication and
Media Agencies

Shareholder

Local Government

Destination
customers
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who are affected by
CTT’s activity

DEPENDENCE
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Table 3 — Answers to stakeholders regarding critical and relevant topics

Critical stakeholders

Answers to stakeholders regarding critical and relevant topics

Creating value for the stakeholders

Stakeholder satisfaction

Competitiveness

Liberalisation

Climate change

Health and safety

Technological innovation

Shareholder

Major Customers

Small and medium-
-sized customers

3. Environmental management

2.6 Employees

3. Environmental management
Sustainable marketing (p. 86)

3. Environmental management
Sustainable marketing (p. 86)

1. Sustainable company
2. Creating value for the
stakeholders

3. Environmental management

Compliance with the concession
agreement (p. 50)

4. Subsidiary companies
5. Commitments

Employees
Unions
2. Creating value for
Suppliers the stakeholders
Suppliers (p. 37)
Accessibility (p. 51)
Density and postal
Regulator coverage (p. 52)
1. Sustainable company 2.3 Customers
2. Creating value for the 3. Environmental management
Partners stakeholders
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Generating growth through
innovation (p. 15)

2.3 Customers

Offer of products and services (p. 42)

Generating growth through
innovation (p. 15)

Social benefits (p. 66)
Prevention and safety (p. 69)

Suppliers platform for
register (p. 37)

Generating growth through
innovation (p. 15)

Generating growth through
innovation (p. 15)




The benchmark developed within this fra-
mework, enabled CTT to obtain a clear picture
of the situation among the main international
industry peers and to detect significant differen-
ces, especially with regard to the low relevance
attributed to climate change (probably due to the
low awareness and maturity regarding theses
issues within the Portuguese society), which led
the company to take an important step towards
ecological repositioning of its brand.

A new “green” portfolio was launched with
associated carbon offset, including an incentive

Critical
stakeholders

Shareholder . .
Social stability

In tune with Management

Management in tune with shareholder policies
Fulfilment of Public Service Obligations
Demand for responsible social and environmental conduct

Needs and expectations

Results and shareholder return

for customers who wish to be more sustainable
to whom an environmental certification seal is
attributed.

This is a way of stimulating and sensitising the
market forces for a new, more competitive era,
where innovation and environmental preserva-
tion are key issues for the progress of society in
a global world.

In another field and with regard to the critical
stakeholder “Employees”, focus groups were
held this year for a better understanding of the
internal perception of the satisfaction topic,

Means of communication and engagement

Management Contract

Institutional communications/ Reports

Clear and transparent reporting (Annual Report
and Accounts; Corporate Governance Report,
Single Report and Sustainability Report)
Prospective reporting (Strategic and Annual Plans

including gender equality and the reconciliation
of work and family (for more details see section
2.6.4 — social reporting).

Furthermore, as far as the fine-tuning of its
relations with stakeholder strategy is concerned,
CTT is preparing a plan to engage further with
the stakeholders in the next few years in order to
consolidate and integrate the materiality of the
issues and their criticality in its corporate model.

The following table lists the communication
channels, the most common approaches and the
actions taken this year to meet the stakeholders

with stakeholders

02

expectations. Some of these actions simulta-
neously address the expectations of more than
one stakeholder. CTT’s purpose is to maintain an
effective, permanent and transparent dialogue
with the stakeholders, thus enhancing all avai-
lable means and channels to communicate and
engage with them.

Action taken

Dividend payments

Commitment to Excellence in Management regarding
objectives set out in Performance Contracts

Performance contracts between CTT and senior managers.
Roll-out to operational units

Initiatives to enhance engagement with stakeholders

Regulator

Quality standards and pricing of products and services
Competition

and Budget)
Quarterly reporting

Information on services provided
Regular reporting
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Actions and investments of a social and environmental nature

Universal Service Pricing and
Quality Agreements

Compliance with agreed quality of
service levels

Table 4- Schedule of stakeholders



Critical

stakeholders

Customers

Competitors

Employees

Needs and expectations

Better products at affordable prices, i.e., quality/price ratio
Reliability/Trust/Satisfaction

Flexibility and customisation

Security of postal items (accountability)

Geographic coverage

Environmental responsibility

Close relationship services and frequent contact (newsletters,
portals, focus groups, customer satisfaction surveys, etc.)

Market entry conditions
Participation in projects and working groups
Attendance of seminars and conferences

Adequate, higher remunerations

Stability (job security, salary, social protection)

Growth opportunities and career plans

Good working conditions

Merit reward

Participation in decision-making

Information and debate (workshops, discussion panels
and fora, universal internet access)

Equal opportunities

Increased work-life balance

Means of communication with stakeholders

for consultation

Information campaigns

On-going, personalised communication

After-sales assistance

Advertising and information accessibility

Pro-active fault management

Call centre /inquiries lines

Key Account Managers, corporate account managers,
customer managers and counter employees

Market research on customers

Regular surveys on delivery and counter services
Decentralised meetings between the members of the
Board and the customers

Participation in discussion fora
Representation in organisations of the postal industry

Timely information

Personalised communication via hierarchy/dialogue
Written internal communication (magazine,
thematic newsletters, electronic communications,
letters, Intranet)

Fora

Relational communication— visits by the top
management to the workplaces countrywide
Meetings within the sector

Suggestion box

Surveys
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Action taken

Corporate customers satisfaction surveys

Launch of the new eco-friendly portfolio (products and
services) at special prices for “sustainable” customers
Launch of new corporate, customer-tailored solutions
(certification of the corporate delivery unit)

Certification of other operational units and Group
companies for compliance with quality, security and
environmental standards

Renovation of post office facilities

Construction of 36 ramps to facilitate access for the disabled

Compliance with market rules
Intervention in joint projects managed under the
umbrella of organisations of the sector

Dissemination of information on labour issues
Continuation of Occupational H&S Programme
Assessment of working conditions
Safe/Defensive/Ecological driving training

Additional first-aid and fire fighting training

More free health tests (heart diseases, stress, obesity
and sleep)

Increase training by 25% — 293,600 hours

Skills certification and validation for 9th and 12th grades
school diplomas

Focus groups on gender and work-life balance
Characterisation of disabled employees

Benchmark and proposals to fight sexual and moral
harassment

Performance reward programme for the operations network



Critical
stakeholders

Needs and expectations

Creating value for the stakeholders @

Means of communication with stakeholders
for consultation

Action taken

© Respect for their views or positions

© Monthly and/or extraordinary meetings

© Negotiation of new company Employment Agreements —

Unions/ © Transparent negotiations © Meetings with trade unions and professional associations — covering a large majority of employees (99.7%)
/Workers’ © Consultation on matters of corporate responsibility as and when necessary  Continuation of medical aid benefits
Committee © Participation in negotiations for collective and individual © Relevant information from management * Improved working conditions
terms of employment agreements
© Compliance with Public Service Obligations
* Transparency (clear rules) © Release of information on company projects * Ecological Procurement Plan — meeting the objectives
Suppliers © Compliance with payment deadlines and other terms and ® Increased environmental requirements
conditions © Preparation of responsible procurement policy
* Increased company investment generating additional purchases © Development of a platform for registration of potential suppliers
¢ Closer relations
* Supplier qualification (surveys and audits)
© Access to reliable and relevant information © Media Office (direct contact with the media) * Availability of top management for interviews
Media © Visits/open day events © Press Releases with the media
© Press conferences © Speedy release of information on services and
other corporate issues
© Closeness service (presence of CTT) * Direct/ personalised Information * Continuation of the Project to Combat Poverty and Social
Community © Employability * Website Exclusion until the end of 2010 (in operation)

© Availability for dialogue with local partners

© Public Service Obligations

© Focus on community needs

® Good corporate citizenship (solidarity, combat against
info-exclusion, environmental performance)

© Thematic brochures

© Presence in local and national press
© Direct contact with postmen and counter employees

* Free delivery of over 11,800 solidarity packages

© Free transport and delivery of 411 tonnes of donations
for Madeira

© 6 computer courses for long-term unemployed people

® 14 curricular and professional traineeships

© Sponsorship of solidarity action

© 8 corporate volunteer action programmes

© Raising among employees of 8.3 tonnes of donations to
deliver to 21 Institutions (Adding to Divide)

 Launch of ecological packaging products
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WE INVESTED 1.3 MILLION EUROS IN THE COMMUNITY

The perception of stakeholders vis-a-vis the
company action has been rather positive as
evidenced by the responses to the numberless
surveys, inquiries and polls addressed to the

“Simplified Business Information (IES)” -
- regarding the year of 2008;

Planning and Strategy Office (GEP) — formerly

Table 5 — Direct economic value generated and distributed by the CTT Group
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The following Table presents CTT Group’s economic performance in the 2010 financial year:

stakeholders, clients and the general public. DGEEP - Directorate General for Studies, Sta- THOUSAND EUROS 2009 @ 2010 2% 10/09
Inquired about the citizenship posture of the com- tistics and Planning — of the Labour and Social
pany and its contribution to society, those groups Solidarity Ministry: Direct economic value generated 833,614 804,431 -3.5%
of stakeholders agreed almost unanimously on Revenue 833,614 804,431 -3.5%
the positive role of CTT. “Single Report”; Direct economic value distributed 819,290 780,255 -4.8%
Operating costs 337,357 339,151 0.5%
During 2010, the company participated “Salaries, Wages and Working Hours”, Employee salaries and benefits 409,845 399,357 2.6%
in labour-related surveys from the following half-yearly figures; Payments to capital providers 47,923 22,178 53.7%
institutions: Payments to Government 22,949 18,262 -20.4%
X L . “Job Vacancies Survey “, quarterly figures; Community investment 1,216 1,306 7.4%
National Statistics Institute (INE): Cumulative economic value 14,325 24,176 68.8%

“Labour Cost Index “, quarterly figures; (a) 2009 amounts updated for IFRS

Table 6- CTT Group economic performance
“European System of Integrated Social

Protection Statistics (ESSPR0S)”, annual THOUSAND EUROS 2009 @ 2010 A% 10/09
figures; Consolidated operating income 823,364 794,361 -3.5%
Consolidated EBITDA 101,930 90,890 -10.8%
OPERATING INCOME OF 794.4 MILLION EUROS , ,

Consolidated net operating result 73,646 61,924 -15.9%
Consolidated net result 59,932 56,305 -6.1%
. . Consolidated VAB 529,740 473,589 -10.6%
Ob]eCtlves 201 1 Investment (1) 24,214 31,362 29.5%

EBITDA margin 12.4% 11.4%

Return on equity (ROE) 30.5% 25.7%
GVA /average number of employees (Euros) 33,940 31,190 -8.1%
Consolidated net assets 1,104,478 1,100,826 -0.3%
New stakeholder engagement process Equity 201,188 236,465 17.5%

Share capital 87,325 87,325

Segmentation of reporting by stakeholder

(1) Including investment in financial assets.

Conduct of two discussion panels/focus groups
(a) IFRS adjusted amounts disclosed through POC in 2009
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IN 2010, CTT POSTED A CONSOLIDATED
PROFIT OF 56.305 MILLION EUROS,
EQUATING TO A NET MARGIN OF 7.09% ON
CONSOLIDATED OPERATING EXPENDITURE AND TO
RETURN ON EQUITY OF 25.7%.

CONSOLIDATED EBITDA TOTALLED
90.890 MILLION EUROS, REPRESENTING A
DECREASE OF 10.8% OVER THE PRECEDING FINANCIAL
YEAR AND EQUATING TO A MARGIN OF 11.4%.
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SHAREHOLDER

The creation of value for the shareholder, one
of CTT’s corporate objectives, is considered as a
core objective of its corporate governance model,
generating key benefits to both the business and
the stakeholders.

SHAREHOLDER COMPOSITION
CTT- Correios de Portugal, S.A. (CTT) is a limi-
ted company fully held by the Portuguese State.

CTTshare capital is represented by 17,500,000
shares of 4.99 Euros each, being fully realised
and fully held by the Portuguese State.

SHAREHOLDER RETURNS
In conformance with the provisions of the
Company Articles of Association, annual earnings
are distributed as follows:

at least 5% to be transferred to legal reserve;

a percentage to be determined by the General
Assembly to be distributed to shareholders as
dividends;

the remainder is to be allocated as the Gene-
ral Assembly may deem fit of interest to the
company.
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Up to 2006, CTT did not distribute dividends
on account of its need to cover large cumulative
retained losses. Following on a written unanimous
resolution from its shareholder dated 17 August
2006, the company proceeded to cover a major
portion of those losses which amounted to 94,357
thousand Euros as at 31 December 2005, by using
distributable reserves.

In June 2010 the company paid dividends to
the State in the amount of 21,311,499.20 Euros
regarding its 2009 financial year, equating to a
dividend per share of €1.2178. In previous years
dividends were also distributed to the State. Thus,
in fouryears in a row, the company returned 173%
of share capital to its shareholder.

In the past, dividends were subject to a with-
holding tax of 20%. Under the Law 12 A/2010,
which entered into force on 30 June, dividends
are subject to a withholding tax of 21.5%.



FOR Luis SIMOES, CTT IS A STRATEGIC
PARTNER. REGARDLESS OF CTT BEING ONE
OF THE FIRST CUSTOMERS OF OUR SALES
STRUCTURE, WE PERMANENTLY INCREASE
OUR COMMITMENT TO GROW TOGETHER IN
TERMS OF DEMAND, QUALITY AND SAFETY
OF SERVICE PROVIDED, SUPPORTED BY
TECHNOLOGICAL EVOLUTION, PROCESSES,
AND SYSTEMS. CONSIDERING THE RELEVANT
ROLE OF LUi'S SIMOES IN THE PRIMARY
NETWORK OF THE THREE MAJOR SORTING
CENTRES — CABO Ruivo, COIMBRA AND
MAIA — THE STRICT COMPLIANCE WITH
LOADING AND UNLOADING SCHEDULES
BECOMES AN IMPORTANT VARIABLE TO
GUARANTEE TRUE SUSTAINABILITY AND TO
REINFORCE RELIABILITY, AN IMPORTANT
ELEMENT IN THIS COLLABORATION.

MANUEL VALENTIM
IBERIAN DIRECTOR GENERAL OF
TRANSPORTS

2.2 SUPPLIERS

2.2.1 BUSINESS RELATIONS

While in 2009 the company focused on the
access to an electronic platform for procurement
tenders under the Public Procurement Code,
benefiting form the advantages of printing re-
duction, higher convenience and transparency,
in 2010, the focus was on the contracts below
the European community limits, for which the
submission of proposals in digital format (CD) is
since then required.

2.2.2 SUPPLIER SELECTION (QUALITY
AND ENVIRONMENTAL CRITERIA)

Regarding qualification and selection of sup-
pliers, a contract was awarded for the develop-
ment and implementation of a platform to enable
the register of potential suppliers’ proposals, to
whom further information shall be required in
order to enable their characterization and sub-
sequent qualification as a CTT qualified supplier.

Thus, a CTT Responsible Procurement Policy
was drafted to be promoted among and accepted
by the suppliers by means of specific procedures,
namely through a Declaration Form.

In 2010, 1,170 procurement contracts were
signed in the amount of 50 million Euros, re-
presenting a significant contribution to the do-
mestic economy. We highlight that some of
these contracts are not subject to environmental
management clauses due to their low-value and
low-volume (usually spot purchases to meet
urgent needs).
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Furthermore, procurement contracts were
awarded which included environmental criteria
where the targets set out by the State were
overcome (more detail under section 3.1.2. of
the chapter on Environmental Policy). Regarding
transport services, e.g. the evaluation criteria
of the proposals value the age of the vehicles
setting out minimum limits, to encourage the
supplier chain to adopt “cleaner” technologies.

Objectives 2011

Implementation of a supplier
qualification system

Implementation of a Responsible
Procurement Policy
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2.3 CUSTOMERS

2.3.1 MANAGEMENT OF CUSTOMER
RELATIONS

The operating model of the counter service and
mail delivery network has evolved and structured
with a view to improve the customer service
and develop a relationship of mutual trust and
neighbourliness.

The company avails more than 9,000 em-
ployees on a daily basis to be “in touch” with
the entire population of the country. Besides, it
avails detailed information in its website regar-
ding the features of its products and services
and sets out as good practice the dissemination
of monthly-updated information on quality of
service levels of its portfolio, both on Internet,
and at the post offices.

CTT strives to constantly modernize its infra-
structure and thereby enhance the well-being of
employees and customers. The modernisation
of the layout of post offices is the most visible
evidence of this investment effort. Regarding
operations and back office, the company has
invested in mail sorting equipment, renewal and
expansion of the fleet, which reflected in the
quality of service provided, information systems,
innovation and development. We highlight the
opening of the new mail sorting centre, in the
north which represents a firm commitment of the
company to successfully meet the challenges of
full liberalisation of the postal market in 2011.



NEW MAIL SORTING CENTRE IN THE NORTH

THE NEW FACILITY, BUILT FROM AUGUST 2009 TO
NOVEMBER 2010, IS LOCATED IN THE INDUSTRIAL AREA
OF MAIA, CLOSE TO ROAD JUNCTIONS SPECIFICALLY
DEVELOPED, ENABLES IMPROVED FLEXIBILITY IN SORTING,
TRANSPORT AND DELIVERY OPERATIONS AND ALLOWED
THE ADOPTION OF MEASURES TO EFFICIENTLY USE
RENEWABLE SOURCES OF OF ENERGY - PHOTOVOLTAIC -
TO REDUCE COSTS AND TO BE MORE ECOLOGICAL.

i 1Rl 1101001
" J|I|||j
!I 1" i (1

CONTACT NETWORK

CTT HAS A STRONG IMPACT ON PORTUGUESE SOCIETY ON ACCOUNT OF
ITS PRESENCE COUNTRYWIDE, EXTENDED TO THE MOST REMOTE
CORNERS OF THE COUNTRY, AND DUE TO ITS IMPORTANT
CONTRIBUTION TO DOMESTIC EMPLOYMENT AND WEALTH
CREATION, BESIDES BEING A VEHICLE IN REINFORCING THE
COMPETITIVENESS OF THE DOMESTIC TRADE.
CTT IS ALSO A POWERFUL CONVENIENCE AND MULTI-SERVICE
PLATFORM AIMING TO MEET THE CITIZENS AND ECONOMIC
AGENTS’ NEEDS, THROUGH A SALES AND LOGISTICS NETWORK
OF HIGH-QUALITY, EFFICIENT AND NEIGHBOURHOOD SERVICES
TO CUSTOMER. IT IS A KEY DRIVER OF THE COUNTRY’S SOCIAL AND
ECONOMIC DEVELOPMENT, CONTRIBUTING THEREBY TO IMPROVE THE

GRI EC9

STANDARD OF LIVING OF ITS CUSTOMERS AND EMPLOYEES, THROUGH
DYNAMIC GROWTH, SERVICE-ORIENTED CULTURE AND A STRONG SENSE
OF CORPORATE SOCIAL RESPONSIBILITY.
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SALES ORGANISATION MODEL

The CTT Group maintains its orientation to
serve the market and the business customer
segment by offering CTT branded products that
mirror the increasingly diversified range of the
Group skills spanning from traditional postal
services to financial products, mail printing and
finishing, and to document archiving services.

In 2010, the Major Customers Unit continued
to follow the Group policy to meet the customers
needs and maximise sales and profitability of the
companies of the entire CTT Group.

Major customers are segmented according to
theirvolumes and business potential, as follows:

Economic Groups and Public Adminis-
tration, managed by Key Account Managers
who monitor and control the quality of service
levels provided to the customers and ensure
full compliance with the contract procedures.
These KAM are responsible for increasing volu-
mes and profitability of 48 customers portfolio,
segmented into the following business seg-
ments: Remote Sales, Major Retailers, Publi-
shers, Banking and Insurance, Consumer Credit
Banking, Telecommunications, Utilities and Pu-
blic Administration.

Major Customers, managed by Corporate Ac-
count Managers who are also responsible for
increasing customer volumes, profitability and
for collecting from a portfolio of 379 customers,
segmented by 14 business sectors: Public Ad-
ministration, Utilities, Banking and Insurance,
Organisations, Associations and Foundations,

Publishers, Major Retailers, Remote Sales, Trade,
Services, Pharmaceutical and Car Industries,
Health and Education.

Both KAM and Corporate Account Managers
have the mission to ascertain and perceive the
needs and the value chain of each customer,
becoming thus able to recommend the most
adequate solutions, guarantee high quality of
service and provide a global offer of value and
of the CTT Group services, through integrated
proposals tailor-made to the requirements of
each customer.

TURNOVER OF 137
MILLION EUROS

02

MAjJOR CUSTOMERS: CUSTOMISED APPROACH

The method to evaluate the corporate customers’ satisfaction levels regarding the services provi-
ded by CTT Group changed in 2010. Instead of annual market surveys, now there is a selected panel
that invites customers to respond via the internet every six months. Out of the 81 customers who
participated, 16 were strategic customers and 65 corporate ones.

Results were good and indicate a positive evolution.

G 63

Timeliness of delivery

G 345

Ease of resolution of billing errors

Ability to respond effectively and timely TS 5 .52

G 5.8

Quality of products and services provided

G .97

Collection/delivery of items services

G 4.53

Competence / Efficiency / Professionalism

2009 ° ° ° ° ° °

. 2010

Figure 5 — Evaluation of major customers satisfaction
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CORPORATE SOLUTIONS FOR
MAJOR CUSTOMERS

In order to provide a service suitable to the
specific needs of strategic customers, CTT con-
tinued in 2010 to design transversal solutions
covering a combination of CTT Group services
to benefit from their synergies and create value
to the customers, thus enhancing the level of
satisfaction and contributing to customer loyalty.

The solutions focused on dematerialisation
were the most relevant and in general their pur-
pose is cost reduction and increased alignment
with environment preservation policies leading
to the reduction of paper and fuel consumption.
We highlight the solutions below:

Internal mail processing - business process
outsourcing of service mail activities focusing
on large mail receivers (banks, utilities, tele-
communications, public administration);

Transversal solution for returned mail proces-
sing - oriented to customers with high volumes
of returned mail (utilities, telecommunications,
public administration). Its purpose is to im-
prove revenue assurance of the final costumer
and enable cost savings with mail that doesn’t
recurrently reach its destination;

Transversal solution to process the acknow-
ledgment of advices of receipt - designed to
meet the needs of large senders of mail with
advice of receipt (banks and public administra-
tion) requiring the information in the advice of

receipt in order to further handle the process. It
is a plug-and-play solution that integrates prin-
ting, scanning and return of status information,
collection and filing of the processed items;

Transversal solution for processing of invoices-
- designed to meet the needs of companies re-
ceiving high volumes of accounting documents.
The purpose is to ensure full dematerialisation
of the information, by delivering at one channel
(ViaCTT) images and data, regardless of their
original format, thus speeding up the whole
processing of handling and checking invoices,
cutting the costs associated with accounts due;

Solution to handle inquiries - designed to meet
the needs of companies and entities with a busi-
ness activity requiring processing and analysing
high volumes of information originated in the
response to inquiries made to their customers or
any other target market. This solution provides
integrated services of printing and finishing,
scanning and capture of information as well as
its conversion to digital format, which allows to
use it for data analysis and statistics;

Mailmanager - During 2010, this service conso-
lidated its innovative features complementing
the products and services offer of CTT Group va-
lue chain. The service capabilities were streng-
thened with the acquisition of new software
that made it more efficient and competitive.
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MAILMANAGER

CENTRALIZED PROCESSING

FULL CONFIDENTIALITY.



VIACTT

ONLINE
COMMUNICATION. EVERY
CITIZEN MAY CHOOSE TO RECEIVE
MAIL THROUGH THIS CHANNEL
AND ACTIVELY CONTRIBUTE TO
REDUCE PAPER CONSUMPTION AND
CONSUMPTION OF FUEL SPENT ON
PHYSICAL DELIVERY.

GRI EN6

ViaCTT is the most digital service in the value
chain of CTT. It enables online communication
of dematerialised mail in CTT value chain, pro-
moting online connection between corporate
senders and any addressee either individual,
corporate or public entities and institutions (B2C,
B2B and B2E).

Free of charge, the receiver may access the
documents through an internet portal, in full se-
curity and confidentiality. ViaCTT provides a full
range of convenience services for senders and
receivers from which we highlight the possibility
to settle documents received.

Launched in June 2006, this service has over
222,000 registered users who can receive,
organise, and file correspondence received from
32 subscribing entities in total security and free
of charge.

In 2010, the following bodies joined ViaCTT:
DGCI - Directorate General of Taxes and Duties,
together with the new electronic service of
Electronic Notifications; CTT Filatelia — philatelic
services of CTT; Municipality Sanitation Services
of Viana do Castelo; Lousada Municipality.

New functionalities were introduced, namely:
* Multiservice platform

* Hybrid mail
* Integrated procedure of adhesion
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MULTISERVICE
PLATFORM
IT ALLOWS ENTITIES TO SEND
MAILTO MULTIPLE ADDRESSEES,
INSTEAD OF JUST ONE, AS
PREVIOUSLY.

HYBRID MAIL

IT DELIVERS DOCUMENTS
TO THE ADDRESSEE EITHER IN
DIGITAL OR PHYSICAL (PRINTED
AND ENVELOPED) FORMAT. THIS

CHANNEL SELECTION PROCEDURE IS
AUTOMATED. THE LAUNCH OF THIS
FUNCTIONALITY IN THE MARKET
IS FORESEEN FOR THE FIRST
QUARTER OF 2011.

INTEGRATED
PROCEDURE OF
ADHESION

IT ALLOWS TO MAKE AVAILABLE
TO AN EXTERNAL BODY TO VIACTT
THE CUSTOMERS OF A DISPATCHING
CORPORATE IN VIACTT, SAFEGUARDING
THE DATA CONFIDENTIALITY, IN ORDER
TO FACILITATE THE INTEGRATION
OF DOCUMENTS OF THE
SENDING ENTITY.



Geographic and Postal Information - It includes
several services: SIGPostal Platform — infra-
-structure of geospatial data that is indispensa-
ble to all territory postal codification procedure,
as well as vehicle of reference for automatic sor-
ting of postal mail and sustainability of current
Geoindex products and geographic services of
the current CTT portfolio; Geoindex Products
and Services of Geographic Information — since
the launch in 2007, CTT has been positioning
its geographic offer in the licensing of geogra-
phic databases, in geomarketing services, and
in georeference of events in the field. This servi-
ce allows to evaluate the business potential of a
specific geographic area, to calculate areas and
distances, optimize routes and resources, that
is, to make several analyses that will enhance
the customers’ core business.

Corporate Delivery - this solution covers accep-
tance, handling and delivery of mail to strategic
customers and was certified with ISO 9001 qua-
lity standard. Within the full liberalisation of the
postal sector, it is important to implement ade-
quate measures to guarantee the company’s
competitiveness with regard to its strategic cus-
tomers. The opening of the Corporate Delivery
Centre in Pinheiro de Fora promoted increased
capacity and the flexibility of supply as a sup-
plementary delivery operational channel.

SIGPOSTAL

SINCE ITS LAUNCH IN 2008, THIS PLATFORM
CONTINUES TO GATHER INFORMATION RELATED TO THE
TOPONYMY OF THE COUNTRY AND TO ITS GEOGRAPHIC

CHARACTERISATION.

THE DATA BASE HAS MORE THAN 310,000 STREETS
AND 38,500 LOCALITIES. THIS INFORMATION COMES
FROM MULTIPLE SOURCES, NAMELY: SEIZING OF DATA

UPSTREAM THE SEQUENCING OF DELIVERY POINTS,

THE QUALIFICATION OF ADDRESSES CARRIED OUT

BY CTT WITHIN THE SCOPE OF THE CITIZEN CARD
PROCESS AND THE CONSOLIDATION OF INFORMATION
OBTAINED THROUGH OFFICIAL NOTICES FROM
MUNICIPALITIES AND PARISH COUNCILS.

RANGE OF PRODUCTS AND SERVICES

As a modern company and responsive to the
needs of the customers, CTT has been expanding
its product range every year, aiming to enhance
its portfolio and cover all emergent market
niches. The ecological commitment is one of
the most relevant in the relationship between
businesses and customers, hence CTT strives to
better meet its customers needs.

A wide range of products is available all over
the national territory at 2,900 sales points to all
citizens and companies at competitive prices. We
highlight the following:

Mail products - domestic and international mail,
including domestic and priority mail; Express
Mail Service (EMS); registered mail with track
and trace (product offering increased security,
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providing a receipt at posting and insurance
included in the price for cases of loss, damage
or theft); correio verde (“green mail” — items
that don’t need to be weighed); editorial mail
(service for editors, covering deposit, handling,
transport and distribution/delivery of books,
newspapers, periodical and non-periodical
publications benefiting from economic rates);
sending of books to individuals at preferential
rates; ordinary, priority and economic parcel;
literature for the blind.

Convenience products and services - packaging
products, bags, boxes and stamp booklets; cell
phone top up; Siga — forwarding of advised
mail at customer request; reforwarding of postal
items; cash loading of electronic transport fare
cards “Lisboa Viva” and “7 Colinas”; virtual box
office; sale of associate kits; CTTnet; Christmas
postcards and UNICEF products;

Collectors’ items - stamps, books and annual
and thematic stamp packs, commemorative
postmarks, collectors’ club;

Financial services - postal money orders, cash-
-on-delivery service, tax payments, savings
certificates, portfolio of savings and insurance
products;

Direct Marketing - domestic and international
direct mail (a privileged means to communicate
and promote products and services, enabling
the mailing of messages that can directly and
effectively reach consumers while enabling

02

the measurement of campaign results. Direct
mail can be targeted at specific pre-selected
segments of the population and enables the
inclusion of reply supports), unaddressed mail,
info mail, sampling direct and “chocotelegram”
(“telegram” made out of chocolate);



http://www.ctt.pt/fectt/wcmservlet/ctt/particulares/coleccionismo/sub_hp.html

* Electronic services - online personalised services
for occasional customers — meuselo (mystamp)
and meupostal (my postcard) products; elec-
tronic certifying services, namely the Electronic
Postmark (MDDE - it enhanced the security of
electronic messaging), ViaCTT (electronic mail
box service); mailmanager (mail document
scanning, classification and processing service

services;

brand.

IN NOVEMBER, THROUGH ITS MOBILE OPERATOR PHONE-I1X, CTT LAUNCHED THE MOBILE PHONE CEDAR

OF THE GREEN HEART RANGE, THE ONLY ECO-FRIENDLY MOBILE PHONE OF THE THIRD GENERATION (3G) AT

A PRICE BELOW 100 EUROS ON SALE IN PORTUGAL. THROUGH THE PROJECT “CREATE WOODLANDS” CTT,

IN PARTNERSHIP WITH SONY ERICSSON AND QUERCUS, IS CONTRIBUTING TO PLANTING OF A TREE FOR

EACH CEDAR GREEN HEART SOLD IN POST OFFICES. THIS MOBILE IS PART OF SONY ERICSSON’S RETURN
PROGRAMME, WHICH SENDS IT TO SPECIALISED RECYCLING UNITS TO REUSE
MATERIALS AND COMPONENTS, THUS REDUCING THE NEED TO EXTRACT

AND REFINE NEW PRODUCTS. THIS PROCESS PREVENTS THE DISPOSAL
OF EQUIPMENTS IN LANDFILLS DECREASING THE
ACCUMULATION OF ELECTRONIC WASTE AND THE USE

OF CHEMICALS AND ENERGY. THIS MOBILE PHONE

HAS AN ECO CHARGER AND ECO APPLICATIONS

(WALKMATETM, ECOMATE, Eco CALCULATOR),

IT IS MANUFACTURED WITH ECO-FRIENDLY INKS
AND HAS AN ELECTRONIC MANUAL WHICH AVOIDS
INSTRUCTIONS IN HARD COPY AND REDUCES

PACKAGING SIZE. THE OPTIMIZATION OF THE

PACKAGING GUARANTEES A DECREASE OF 80%

OF CO2 EMISSIONS IN TRANSPORTATION. WITH

REGARD TO WASTE DISPOSAL, THE DEVICE DOES NOT

INCORPORATE PVC OR BERYLLIUM.

THE ADVERTISING CAMPAIGN OF THIS PRODUCT
USED FOREST CERTIFIED PAPER AND VEGETABLE
DYES. BY THE END OF THE YEAR (I.E. ONLY ONE
MONTH OF SALE), ABOUT 250 MOBILE PHONES HAD
BEEN SOLD.

for major customers); geographical information

° Telecommunications - sale of mobile phones
and mobile phone services under the Phone-ix
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Financial services showed a significant resi-
lience, given the complex economic and financial
scenario of the country and the worsening pers-
pectives of the economic agents regarding the
evolution of the economy on account of the
fiscal and budget measures set up to correct the
financial imbalances of the State.

The year 2010 was marked by the implemen-
tation of measures to enlarge the portfolio of
products consistent to the CTT strategy for its
financial services. We highlight the signature
of a new Insurance Mediation Agreement with
MAPFRE Group, as well as the review of the
existing Insurance Mediation Agreement with the
insurance company Fidelidade Mundial (Caixa
Geral de Dep6sitos Group), which are respectively
the largest insurance companies in the Iberian
market and in the Portuguese market.

Within the savings area, also deserve highlight
the issuing of Treasury Bonds in July, a new long-
-term savings product designed for individuals,
created under the responsibility of Management
Institute of Public Credit and sold exclusively at
the CTT post office network.

But, above all, at a time when the planet
sustainability is jeopardised and the ecological
footprint of companies is decisive to fight climate
changes itis crucial to adopt a pro-environmental
position to reduce the negative impacts caused
by the company’s activity (transport, delivery
and printing).

To continue this innovation strategy aimed
at reducing the ecological impact, better serve

customers and simultaneously fulfil the respon-
sibilities assumed in relation to stakeholders,
in general, and to customers, in particular, were
created or reformulate the following products
and services:

*Launching of the NEwW DM ECO-PORTFOLIO
and sustainable direct mail programme (direct
mail, Geocontacto and unaddressed mail). This
programme enhances and rewards environ-
ment-friendly practices, techniques and mate-
rials used, granting special rates and green
certification stamp to sustainable customers.

*Implementation of the service DOCUMENT EX-
CHANGE service and consolidation of the so-
lution of Exchange of Driving Licences for IMTT
using the post office network for delivery of
licences and subsequent safe disposal of the
former ones by EAD (Group company);

*New technology in DIGITAL FRANKING MACHI-
NES, to optimise processing and cost reduc-
tion, allowing for greater convenience, simplici-
ty and control for customers;

°PAYMENT BY REFERENCE - payment of in-
voices or institutional services at post office
counters using the automated teller machine
(ATM) reference.

GRI EN6



RENEWAL OF CORREIO
VERDE, MAINTAINING
THE PRODUCT’S EASE AND

CONVENIENCE FEATURES BUT WITH
AN ECOLOGICAL IDENTITY AND NEW
FORMATS (SUPPORTS MADE WITH ECO-
MATERIALS, CO2 EMISSIONS OFFSET
AND INTRODUCTION OF THE REUSE

To assess and select the retail products for
sale at the post office network, CTT acts in com-
pliance with health and safety ruling legislation,
as is the case when offering toys for children
(type of packaging, labelling containing the
indication of suitable age and other relevant
information).

The safety rules concerning acceptance and
delivery of postal items worldwide are defined
by the UPU - Universal Postal Union. These rules
classify postal items admissible for transport in
strict abidance with specific conditions (namely
packing), as for instance, radioactive materials,
some infectious substances, or live animals,

GRI PR1

CONCEPT);

among others. The UPU also identifies forbid-
den items for transport: narcotics, psychotropic
substances, explosive or dangerous goods, as
well as items of a paedophile or pornographic
nature using children.

To enhance security and participate in the fight
against international terrorism, CTT complies with
the security guidelines for national airports set
up by INAC — the National Civil Aviation Institute.
CTT tracks 100% of cargo and mail, postal par-
cels and airmail to detect explosives, weapons,
drugs and prohibited items (sprays, solvents,
paints, and others deemed hazardous to avia-
tion safety). Part of the inbound mail received
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in Portugal by air or surface, is also tracked,
especially if there are suspicions/alerts or by
indication of the competent authorities.

For this purpose, X-ray systems are operated
by private security professionals previously trai-
ned and certified by INAC for these operations.
Whenever requested by authorities legally esta-
blished, shall be conducted security X-ray sur-
veys for domestic mail addressed to institutional
recipients, during specific periods.

Objectives 2011

Consolidation of the company’s
ecological positioning

Restructuring the portfolio and expanding
carbon offset to all convenience products

Approach to international standards in the
mailers environmental qualification model




CUSTOMER COMMUNICATION

There is a number of input channels for cus-
tomer inquiries and claims and one can witness
the trend of replacing the traditional means of
communication (complaints addressed to the
customer service by mail or fax) by using more
facilitating channels, such as the Call Centre,
electronic mail (Reclamacoes@ctt.pt), hotline
707 26 26 26 and Nave (complaint in person at
post offices), which allows direct interface with
the software application that records and con-
trols claim management. About 49% of inquiries
and complaints have used these channels.

Intermediation through other channels, such
as the CTT’s Customer Ombudsman, has been
maintained; the Complaints Book received an
additional 23% of complaints when compared
to the previous year.
CTT CoNTACT CENTRE WAS OFFICIALLY
CONSIDERED ONE OF THE BEST AT
NATIONAL LEVEL IN THE BUSINESS
SECTOR. IT WAS AWARDED TWICE:

THIRD IN THE 5™ EDITION OF DIAGNOSTIC
SURVEY AND BENCHMARKING OF CONTACT
CENTRES ACTIVITY, PROMOTED BY APCC -
PORTUGUESE ASSOCIATION OF CONTACT
CENTRES AND BY IZO GRUPES SERVI(COS;

QUALITY SERVICE AWARD in CUSTOMER
SERVICE BY OTHER CHANNELS FOR PHONE-IX
CUSTOMER ASSISTANCE MAILBOX, IN THE 10TH
EDITION OF THE CALL CENTRE TROPHY, AN INITIATIVE
OF CALL CENTRE MAGAZINE ONLINE AND IFE -

- INTERNATIONAL FACULTY FOR EXECUTIVES.

GRI 4.16
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Customers are more demanding regarding the
quality of service and information provided, both
in terms of sales conditions and track and trace
of postal items. As the convenience of customers
communication channels increases, the pressure
to timely respond to the inquiries and complaint
addressed to the company also grows.

As far as contract customers are concerned,
integrated management of customer relations
is carried out in specialized areas, to ensure a
unique and personalised relationship.

CUSTOMER SERVICE

The importance of providing quality services
that lead to customer satisfaction is the result
of the dynamics and demands of increasingly
technological society. Thus, CTT has been in-
vesting in and developing a service to attract
and consolidate customer loyalty through diffe-
rent communication means, namely the Contact
Centre (CQ).

Similar to what has been happening since last
year, 2010 was marked by declining demand
from the telephone channel (-15%) and in return
for the increase of e-mail use (20%). About
621,000 phone calls were received and 110,600
e-mails/responses elaborated.

Customer satisfaction is measured through
surveys made at the end of each phone call. The
results show that respondents feel, on average,
“very satisfied” (8.5) with the Call Centre service
and with the CTT service used (8.1).

This year, CTT implemented new processes
and the developments required by law decree
134/2009, e.g. call recording system, legal coun-
selling guide and Callback system. Meanwhile,
other measures were introduced to improve
customer service:

© Launch of the Customer service and assistance
to the CTT post office network regarding the
service toll collection (DEM);

© Restructuring of the Contact Centre training mo-
del (reorganisation of content, manuals and
training plan);

* Implementation of a new quality plan (award of
bonuses every 4 months, based on the monthly
results and on monitoring tests held quarterly);

*Restructuring the communication platform/
/distribution of CTT content (implementation
of mini forums on communication campaigns
and new procedures, creation of user-friendly
Intranet with permanently updated contents).



CUSTOMER SATISFACTION

Lastyearwas marked by the aggravation of the
economic situation, both nationally and interna-
tionally, reflected in the decrease of the postal
activity, and the pursuit of modernization (the
most striking example was the opening of the
new mail sorting centre in the north in October
with the transfer of operational mail services
from Vila Nova de Gaia to Maia), rationalisation
and flexibility initiatives, with potential impact
on the quality of service.

Operational performances were also influen-
ced by external factors, such as labour distur-
bances in April/May and November, and meteo-
rological events that occurred in the first half of
the year, as the floods in Madeira Island and the
disruption of European airspace and airline con-
nections to the Autonomous Regions, motivated
by the eruption of the Icelandic volcano which
blocked the transport logistics for days or weeks.

Nevertheless, CTT maintained high levels of ope-
rational performance in 2010 and the company’s
Overall Quality of Service Index reached 190.4
points (objective: 100 points), below the result
obtained in 2009 (241 points), but still above those
verified in 2008 (185) and 2007 (183).

Quality of service performances recorded,
concerning the agreed variables are all above the
minimum targets set. Only standard mail delivery
within 15 days did not exceed its target value.
Comparing to the previous year, the company’s
performance improved as the variable regarding
priority mail’s within 10-day delivery target was met.

CTT 1S LEADER IN “CONTRIBUTION TO THE SOCIETY”

As faras the most relevant products are concer-
ned, standard mail exceeded the 3-day delivery
target of 96.3% by 0.5%, while Correio Azul,
(priority mail, mainland) exceeded the target of
94.5% delivery on the day after posting reaching
94.7%. In turn, international mail, with 92% up to
3-day delivery, exceeded by far the targets set up
by the European Directive for the postal sector.

Good operational performances have transla-
ted into positive perceptions of the quality of ser-
vice by the customers. Nine out of ten customers

enquired at the post offices rate the quality of
the counter service as good or very good and
three quarters have the same opinion regarding
delivery. Even the perception with regard to
delivery and waiting queues times, traditionally
less successful attributes, has slightly improved
when compared to the previous year.

The ECSI-Portugal 2009 benchmark survey
confirms this evolution. CTT satisfaction index
increased by 4.2% when compared to 2008,
being positioned above the average of the former

02

four years. CTT continues to keep the lead in
the sector, regarding the assessing variable
“Contribution to Society”.

WE EXCEEDED THE QUALITY TARGETS AGREED WITH ANACOM
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Figure 6 — Opinion on counter service
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In 2010 CTT began the renewal of the reco-
gnition of its post office network according to the
Committed to Excellence level (expanded in 2011
to the postal delivery offices) within the scope of
the European Model of Excellence of the European
Foundation for Quality Management, promoted
by APQ - the Portuguese Association for Quality.
We should stress that CTT was the first European
postal operator to obtain this recognition.

Service certification is the company’s choice of
methodology when it comes to certified manage-
ment systems for counter and delivery services.
It combines the advantages of relying on a rela-
tively light support back office structure and the
direct focus on service features and customer
needs, as per the technical specifications of each
service. From that perspective, certification is an
important tool in managing customer relations
and, as such, it has been privileged by CTT.

In 2010, CTT focus on the certification of
services continued and at the end of the year
more than 720 operational units among all post
offices and postal delivery offices had been
certified. This figure reflects an increase of 33%
comparing to 2009 and corresponds roughly
to 95% of the Delivery activity and to 2/3 of
Counter service. Experience has proven that
service certification stimulates and consolidates
the quality of service provided, harmonises and
optimises procedures, values the employees
and their participation and improves customer
satisfaction, thus enhancing the image of CTT.

Within the scope of Management Systems, we
highlight, in 2010, the quality certification of
the Corporate Delivery unit, the start of the im-
plementation of the 1st Integrated Management
System based on the reference OHSAS 18001
in the mail sorting centre in the centre, and the
launch of the project to implement two new
reference standards (FSC and ISO 27000 affinity)
to one of the CTT Group companies, Mailtec.
We continued equally to implement Quality and
Environment integrated management systems in
the mail sorting centres of Lisbon and Oporto,
and successfully renewed the certification of all
other existing systems.

As in previous years, during 2010, the Mystery
Shopper survey was conducted in 275 post
offices. The global result obtained was 81.3%,
4.3% above the target set for 2010. All compo-
nents (environment, counter service and sales)
improved their performance compared to 2009.
We highlight the performance level over 85%
reached in 86 post offices.
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THE IMPACT OF CERTIFICATION



QUALITY OF SERVICE ORIENTED FOR MAJOR
CUSTOMERS

Considering the need to improve the quality
of service, the satisfaction levels of strategic
costumers and to ensure compliance with the
contractual provisions agreed with major cus-
tomers, CTT has conducted monitoring actions
to determine the performance levels along its
value chain.

These actions generate indicators and alerts
used to issue quality and operational reports
and elaborate proposals to implement corrective
measures within the operational areas.

The following indicators and operational qua-
lity markers were published in 2010: direct mail
tracking campaigns (34 million items); the dis-
closure of information on major customers’ mail
campaigns to the value chain, traffic forecast
information, operational control of global solu-
tions and reporting of quality of standard mail
by customer.

MARKET RESEARCH

CTT conducted brand surveys among external
customers and employees of the Group to mea-
sure and evaluate CTT brand features in order to
define and validate its management strategy and
communication policy. New parameters related
with environment protection and corporate social
responsibility were introduced to enhance the new
institutional positioning of the company.

GRI PR5

GRI PR5

The results obtained in these surveys enable to
implement a model of performance evaluation of
the brand contact points and set up a reference
framework and an evaluation ranking between the
actual image (the current one) and the optimal
one (the desired one). The objectives set for the
brand are:

*New innovation and environment sustainability
values to convey a modern, innovative and dy-
namic brand positioning;

* Emotional and relational concept to ensure cus-
tomer loyalty in a liberalised scenario where the
ecological aspect stands out as a differentiating
factor of the CTT brand;

* Cross-organisational emblem, leading the com-
pany towards liberalisation and boosting inter-
nal mobilisation.

With the aim of identifying customer expec-
tations and increase their satisfaction, surveys
were undertaken to identify the issues of impor-
tance to the customers and the company’s res-
ponses or measures for individual and business
customers.
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Objectives 2011

INDIVIDUAL CUSTOMERS

Maintaining certifications of the post

offices and postal delivery offices
Certification of PostContacto

Improvement of the international
positioning of CTT

Compliance with quality targets agreed
with ANACOM (100 points)

Reduction of response time to complaints

Waiting time in queue

Increased use of queue management systems
in post offices

Occasional failures in home delivery

—

Certification of postal delivery offices

N

[ Stagnant image

)

pr—  p—

Implementation of a new image

Poor counter service/ dislike

Training of counter service employees
Certification of post offices

BUSINESS CUSTOMERS

Price

New pricing for a system of weights and formats
(e.g. new rates per gram for editorial mail)

Slow counter service
(bureaucracy and operational malfunctions)

Pick and Go service (mail collection at
customers’ addresses)

Installation of digital franking machines (allows direct
posting at post boxes avoiding travel to the post offices)




COMPLAINTS

Besides the symptomatic approach of each
process regarding complaints and inquiries re-
garding the company, more time and resources
have been invested in the study of the inputs
obtained from such processes, as well as in the
identification of measures to overcome recurrent
anomalies, interacting with the multiple company
areas to improve the information to the customer,
implementing local monitoring measures or spe-
cific solutions to continuously improve services
and increase customer satisfaction.

Internally, during 2010, we carried out the
integration of the handling of complaints re-
garding financial services and products in SIAC
- Integrated System of Customer Service, the
automated bulk reception and filing of processes,
and the adoption of several actions to enhance
the handling and control of files.

A Manual of Processes was drafted to consoli-
date and harmonise the procedures for handling
of complaints, resulting in a positive impact on
the quality of the customer service and responsi-
veness of operators, thus increasing the number
of files handled without increasing the number of
employees assigned to this function.

The commitment to minimise the use of paper
proceeded, with the consolidation of digital
files storage. In terms of quantity the analysis is
based on the inquiries and complaints received.

The total number of complaints and inqui-
ries received increased comparing to the pre-
vious year (non comparable values 2009/2010).

Complaints on international services represented
40% of the total received in 2010. The number of
postal items subject to compensation increased
aswellas the total amount paid, when compared
to 2009.

The analysis of the files resolved shows that
25% of postal items are delivered to the addres-
sees, or returned to the sender. Regarding the
remaining ones, the main reasons to complain
are loss, delay, and the occurrence of local defi-
ciencies upon delivery; however, no complaints
related to mail violation have been received.

About 50% of the compensations paid are due
to loss of mail, particularly in the international
service. Approximately 70% of the customers
complaints and inquiries regard the “registered
item” product.

Within the CTT Group companies, the number of
complaints increased mainly due to the growth of
traffic. The most frequent anomalies are related
to items’ tracking, settlement of cash on delivery
service or missing advice/notification for the
customer to collect the item.

RESPONSE TIMES

In the domestic and international services,
the average cumulative response times regar-
ding complaints and inquiries resolved in 2010
improved significantly. Domestic complaints
were responded within 7 days, as in 2009, and
international complaints within 32 (versus 34 in
2009). There was a higher level of complexity of
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Table 7 — Number of inquiries and complaints received and compensation

Volume (parent company) 2009 * 2010 **

Complaints and inquiries received

Complaints and inquiries resolved

Compensations (number of items)

Compensation (Euros)

68,312

69,570

9,492

329,292

71,983

72,816

9,756

357,186

(*)Total number of complaints and inquiries, regarding universal and non universal service
(**) It only includes complaints and inquiries related to the universal service

Table 8 - Volume of complaints and inquiries of the companies of the Group

Volume (Group companies) 2009 2010 % 10/09

Complaints

Compensation (Euros)

complaints and inquiries and greater interaction
with the customers regarding the subjects of
complaints.

Among the complaints received, there were
over 15,360 ones related to financial services.
For those, the average response time was 4.6
days, which corresponds to an average increase
of 1 day, due mostly to the standardization of the
data recording procedures in the management
and handling of complaints application.

74,098

347,615

90,443

545,343

22%

57%



REGULATORY AND SUPERVISORY AUTHORITIES

In conformance with ruling legislation, ICP-
- National Authority for Communications (ICP-
-ANACOM) - regulates the communications sector
and is responsible for the regulation and super-
vision of the postal sector as well as for ensuring
and monitoring that postal operators comply with
applicable legislation and regulations and with
the provisions of their respective operator enti-
tlements or concession agreements for provision
of services.

According to the provisions of the concession
agreement for the provision of the Universal
Postal Service between CTT - Correios de
Portugal, SA and the Portuguese State, ANACOM
is responsible for ensuring due compliance with
the obligations to provide the aforementioned
concession services.

CTT dutifully co-operates with ANACOM by
timely providing it with all information and clari-
fication which it may deem fit to request for pur-
poses of monitoring CTT performance under the
concession agreement in a transparent manner.

In accordance with the provisions of the
Universal Postal Service Concession Agreement
the aforementioned regulator monitors CTT
performance thereto by means of two types
of audits:

An audit of the accounting system of CTT, to verify
compliance with the applicable standards, the
reliability of the information produced therefrom
and the organisation’s conformance with best
domestic and international accounting practices
and standards. This took place under the work
on the audits of the fiscal year 2008 and has
completed the audits of the accounting system

for the fiscal year 2007 and issued its statement
that the results were produced in accordance
with the laws and regulations applicable.

An audit of quality of service indicators and
CTT’s complaints handling system for purposes
of verifying the reliability of the results submitted
by the company and the adequacy of its quality
performance measurement methodologies. The
publication of audit results for the financial year
2008 indicated conformance of CTT indicators
regarding quality of service.

Supervision of CTT corporate and business

operations falls to an Audit Committee that
comprises three members, and a Chartered
Accountant appointed according to the provi-
sions of the Company’s Articles of Association
and of the Portuguese Companies Act.
The sole shareholder (the Portuguese State)
issues recommendations to the company through
its General Assembly via unanimous written
resolutions, as well as via the provisions of the
legislation, via direct instructions to its Board
of Directors and other alternative legislative
instruments that are binding on the company,
whetherin general orin particular. The company
is obliged to the Shareholder with regard to its
mandatory compliance with the above mentio-
ned instruments concerning its current mana-
gement. Moreover, it is also bound to abide by
Government-driven economic policy guidelines,
that is, as a public sector company, it defines its
management priorities to achieve the macroeco-
nomic targets set out by the Government.
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SOCIETY

Given its long experience and history, market
leadership and nature of the service provided
characterized by daily countrywide presence and
visibility, CTT is recognised as a trusted brand.

This positioning and reputation dictate that its
institutional representation needs to be aligned
with principles related to quality, efficiency,
convenience, modernity and transparency with a
view to strengthen the corporate representation
of the CTT brand.

ACCESSIBILITY

CTT renders services that are very much of
a social nature and owns the country’s largest
customer service network. The company plays
a role as structuring element and a key feature
of the country’s social and territorial cohesion.

Every single resident within the Portuguese
territory is a potential customer, either with an
active (sender of mail) or passive role (addres-
see). Serving 167,000 customers a day at the
post offices and delivering daily an average of
one postalitem in every household, accessibility
is one of CTT’s hallmark features.

By the end of 2010, CTT’s customer service
network comprised 2,897 postal facilities (7 more
than as at the close of 2009) made up of 884
post offices (including 11 mobile ones) and 2,013
agencies operated by third parties under a postal
services contract with CTT. In addition, 2,794
sales points where stamps may be purchased.

In what concerns access points, at the end
of 2010 15 855 postboxes and mailboxes were

available where customers can deposit postal
items in the CTT network.

The size of the postal network is determined
by two critical issues: the ability to generate
business and the obligation to provide a public
universal service. To provide a universal service
means that CTT is an operator that undertakes
to provide countrywide service at all times, from
north to south of mainland Portugal and in its
island regions, all the way to the most remote
corner of the country and always at uniform price.

This obligation is often conflicting when the
company’s need to remain economically viable
clashes with the requirements of its corporate
social responsibility towards providing such
services to all communities at a cost. In order to
reconcile the two goals it is inevitable to adjust
its offer, even if in a limited way, bearing in mind
that it Is possible to change the format in which
the service is delivered without necessarily
jeopardizing its content and attributes. These
adjustments may also be dictated by the changes
in demographic distribution patterns throughout
the territory and the changes in the levels of
economic performance.

The changes to the counter service network
may be of the following nature: changes in
opening hours at post offices; outsourcing of
services replacing post offices where the activity
is very low with mail agencies; opening of new
post offices or mail agencies. Such changes are
always preceded by studies regarding the impact
on the local community and taking into account
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the accessibility of postal services and the quali-
ty of the provision of the universal postal service
to the population.

Should changes involve reducing opening
hours or replacement of a post office with a
mail agency, this action is timely notified to
local government, usually a Parish Council, in
order to take into consideration its agreement
or objection.

Thus, the decisions taken by CTT, following
proposals submitted by the company’s local
managers, are duly justified on the grounds of
service requirements, demand for services and
the need to satisfy the local communications
needs of the population and businesses.

Asisthe case with its counter service network,
home postal deliveries involve over 6,295 de-
livery rounds covering more than 5,6 million
households countrywide. Two thirds of these
rounds involve vehicles or motorcycles, while
walking and bicycle rounds are more confined
to urban areas.

The size of the country’s geographical cove-
rage in terms of home delivery relies on regular
research of local delivery and collection systems
and is based on analysis of a number of varia-
bles, namely the route length; number, size and
type of mailitems; delivery and collection points;
degree of concentration of homes; existing trans-
port and roads; and costumer segmentation,
both concerning individuals and companies.

The company strives to ensure that it provides
services to the standards and quality levels
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agreed with customers in a sustainable manner,
at all times and according to the social nature of
the services CTT provides.

In European terms, based on available data,
CTT continues to show a good level of penetra-
tion of postal service featuring a cover with a
density higher than the EU average.



wef{ ) CTT HAS MORE POST OFFICES PER CAPITA THAN EUROPE

Table 9 - Density and postal coverage

Km? per postal facility

Inhabitants per postal facility

4,542114,551)14,673|14,746

EU average

3,7181|3,7371|3,715]13,696|| 3,686 32 32 32 32 32 Portugal

Source: UPU and study of the European Commission “Main Developments in Postal Sector 2008-2010”
Note: Considering fixed postal establishments

Distribui¢ao Postal

2

Figure 9 — Post Office network Figure 10- Postal Delivery Offices network
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As far as accessibility to its facilities by di-
sabled customers is concerned, the company
continues to renovate its premises, having built N
36 more access ramps at post offices, at a cost =
of 127,500 Euros. %

o
(L)

COMMUNITIES

The whole company, from top management to
employees on the ground, are fully aware of the
impact of their actions on the community and
aim that such actions are of relevance for their
beneficiaries.

Project to combat poverty and social exclusion-
-In 2010, CTT decided to further pursue this social
national project, among otherreasons, because it
was the European year with the same designation,
but rather because it realized that its support is
important to the needy population. More than
11,800 solidarity packs containing donations
(food and other) to the 36 institutions under the
protocol were delivered free of charge. Within this
project, CTT continued to hold computer training
sessions for long-term unemployed people (6
more), raise cash donations (totalling 50 thousand
Euros) and regional collections of goods.

Solidarity of CTT with Madeira - Immediately
after the storm that ravaged the Autonomous
Region of Madeira, CTT offered to receive dona-
tions from all the population for free delivery to
the local Céritas. More than 84,500 packages,
equating to 411 tonnes of goods, were shipped
in 92 maritime containers.

GRI EC9

PROXIMITY NETWORK

CTT MAKES SUPPORTIVE AND NEEDY
CITIZENS COME CLOSER
FROM 9 OCTOBER 2008 UNTIL TODAY,
CTT AVAILS ITS COUNTER, TRANSPORT
AND DELIVERY NETWORKS TO CONVEY THE
DONATIONS THAT ANY CITIZEN DECIDES
TO HANDOVER AT A POST OFFICE, TO THE
INSTITUTIONS IN THIS INITIATIVE, WHICH IN
TURN DISTRIBUTE THEM AMONG THE NEEDY
PEOPLE THEY SUPPORT.
IF YOU WANT TO PARTICIPATE,
IT’S SIMPLE! You JusT HAVE TO GO
TO A POST OFFICE ON THE MAINLAND OR
ON THE ISLANDS AND ASK FOR A FREE CTT
SOLIDARITY PACK, PUT YOUR DONATION
INSIDE AND HAND IT OVER TO THE COUNTER
EMPLOYEE. WE’LL DO THE REST! SOMEONE
WILL BE VERY GRATEFUL.




THE PROJECT IN THE WORDS OF THE BENEFICIARIES

AT THE FUNDA(_';Z\'O OBRA DO ARDINA, WE TEACH OUR CHILDREN AND YOUNGSTERS TO BELIEVE
THAT IT IS POSSIBLE TO END POVERTY AND SOCIAL EXCLUSION. WE ALSO TEACH THEM THAT WORK IS A
POWERFUL TOOL TO COMBAT POVERTY AND SOCIAL EXCLUSION. WORK IS ONE OF THE MOST IMPORTANT
BONDS TO THE SOCIETY FOR THE REWARD IT GIVES US AND THE RELATIONSHIPS IT CREATES.

THUS, WE WERE GLAD TO ACCEPT TO SIGN A PARTNERSHIP PROTOCOL WITH CTT TO HELP
PEOPLE, HUMAN BEINGS, BIG AND SMALL, TAKING THE RISK TO ERADICATE POVERTY AND
SOCIAL EXCLUSION FROM THEIR EVERYDAY LIFE. WE ENCOURAGE OUR CHILDREN AND OUR
YOUNGSTERS TO FIGHT WITH EVERYONE AND SIDE BY SIDE WITH EVERYONE WHO BELIEVES
THAT OUR IDEAS GO BEYOND THE DREAM. WE REFUSE TO BE INDIFFERENT.

PAULO EMANUEL ON BEHALF OF FUNDACAO OBRA DO ARDINA

IT IS WITH GREAT JOY THAT WE REGULARLY RECEIVE THE VISIT OF CTT WITH ITS UNIQUE
BOXES, WITH CLOTHES, TOYS AND OTHER MATERIAL THAT BRING HAPPINESS TO CHILDREN AND
ADULTS OF THE INSTITUTO DA IMACULADA.

LAST CHRISTMAS, EACH CHILD GOT A CTT PACKAGE WITH A GIFT ADDRESSED TO HIM/HER FROM
SANTA CLAUS WITHIN THE PROJECT “CARING SANTA CLAUS”. IT WAS MARVELLOUS!!

THUS, WHEN WE RECEIVE CTT PACKAGES, IT IS A JOYFUL DAY AS EVERYONE GET CURIOUS
AND MANY GET BENEFITED. BESIDES OUR CHILDREN, ALSO OUR EMPLOYEES AND THE
CHILDREN’S NEEDY PARENTS HAVE BEEN BENEFITED BY THE CTT PACKAGES.

GOD BLESS YOU FOR YOUR SUPPORT!!!

ANA ROSA MONTEIRO DO ESPIRITO SANTO — DIRECTOR OF INSTITUTO
DA IMACULADA

THE SOLIDARITY BOX PROJECT HAS BEEN A GREAT HELP FOR THE SERVICE THAT AJUDA
DE MAE GIVES BOTH TO PREGNANT WOMEN AND RECENT MOTHERS AND THEIR FAMILIES: IT
PROVIDES MORE PRODUCTS THAT MAY BE DELIVERED TO SUPPRESS NEEDS ENABLING THE
CONTRIBUTION OF MORE BENEFACTORS FOR WHOM TRANSPORT WAS AN OBSTACLE. FOR US,
AJUDA DE MAE, IT’S A VALUABLE AID IN ANOTHER PROJECT CALLED "FAMILIES, PARENTS AND
CHILDREN” ENABLING THE INCREASE OF GODFATHERS AND SUPPORTED FAMILIES. THANK
YOU ALL!

MADALENA TEIXEIRA DUARTE — PRESIDENT OF AJUDA DE MAE

:]:5 { Iﬁt'
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GRI EC8

Caring Santa Claus - Forthe second time, CTT
joined national solidarity institutions that sup-
port socially disadvantaged children, to provide
them a better Christmas. One thousand letters
from those children expressing their Christmas
wishes were received by CTT that displayed them
at 900 post offices, CTT website and facebook
to allow any citizen to sponsor one of those
children’s wishes. In addition, CTT answers an-
nually to 250,000 letters, on average, addressed
to Santa Claus.

Donations in cash - During 2010, Payshop
(Group company) received donations in the
amount of 27,760 Euros at more than 3,800 sales
points to distribute to 18 welfare institutions (11
on a permanent basis and 7 under temporary
campaigns).

Solidarity in Spain - Tourline Express (a Group
company in Spain) signed agreements of logis-
tics cooperation with the NGO Save The Children
and with the Play4Africa solidarity initiative. It
launched a “Social action plan” to award dis-
counts to those in the Spanish population hit by
economic needs.

Adding to divide - For the fifth year in a row,
clothing, books, toys, school material and hy-
giene articles were raised internally. More than
8.3 tonnes of goods were delivered to 21 welfare
institutions in the mainland and in the islands.
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ADDING TO DIVIDE

FOR THE FIFTH YEAR IN A ROW,
CLOTHING, BOOKS, TOYS, SCHOOL
MATERIAL AND HYGIENE ARTICLES
WERE RAISED INTERNALLY. MORE
THAN 8.3 TONNES OF GOODS
WERE DELIVERED TO 21 WELFARE
INSTITUTIONS IN THE MAINLAND
AND IN THE ISLANDS.



Creating value for the stakeholders

MONTEJUNTO
MOUNTAIN
PLANTING OF 750 TREES
IN PARTNERSHIP WITH
QUERCUS, TO OFFSET THE
CO2 EMISSIONS RESULTING
FROM THE SENIOR
MANAGERS MEETING

TESTIMONIALS OF OUR
VOLUNTEERS

CONGRATULATIONS TO THE SUSTAINABILITY
TEAM FOR THE ORGANISATION OF THE INTERNAL
AND EXTERNAL SOLIDARITY ACTIONS.

IT IS COMFORTING TO BE PART OF AN
ORGANISATION THAT LOOKS AROUND AND
DOES NOT STAY INDIFFERENT. IT PLANS AND
EXECUTES. IT MAKES THE CALL AND MOBILISES.

THOSE WHO SAY NO TO INDIFFERENCE STEP
FORWARD. THE DREAM IS FULFILLED. LOTS OF
INSTITUTIONS DELIVER TO LOTS OF ADDRESSEES
THE FRUIT OF CTT’S SOLIDARITY TREE.

ISABEL DENGUCHO - CTT OMBUDSMAN OFFICE

THE VOLUNTEER ACTIONS | HAVE BEEN IN
ALLOW ME TO SELFLESS CONTRIBUTE TO
IMPROVE THE LIFE OF A DEPRIVED POPULATION.

THE FACT THAT | DO IT TOGETHER WITH MY
COLLEAGUES ENABLES ME TO KNOW THEM
OUT THE WORK ENVIRONMENT AND THIS
CONTRIBUTES TO CLOSER RELATIONSHIPS
AND FAVOURS THE PROFESSIONAL RELATIONS
THEMSELVES.

JORGE ALMEIDA - CERTIFICATION AND
EXCELLENCE SYSTEMS




In 2010, CTT continued to develop its volun-
teer work programme and to increase its pool of
volunteers (360 employees currently). The eight
volunteer actions organised this year had 220
participants and a total of 1,000 hours. Rules
governing volunteer work were consolidated, as
employees who apply to put in volunteer work
can participate in initiatives organised under
the company’s volunteer plan. The company con-
tributes with an allowance of 16 hours working
hours per employee.

Shooting of the CTT Consigo advertising cam-
paign (see www.ctt.pt) with zero polluting gas
emissions;

Food Bank Against Hunger - Participation of
CTT teams in the collection of food in several
locations in the country.

Centre of Integration and Rehabilitation of
Tomar - Painting of a room and two bathrooms on
a Saturday morning.

Christmas Circus of CTT - Invitation to children
from institutions to the circus shows in Lisbon
and Oporto.

Adding to Divide - Participation of volun-
teers in several sessions to sort donations
received and in the transport and delivery to the
Institutions.

Poverty project - Donations delivered to
Institutions, mostly through volunteer work.
Engagement of all employees in the promotion
of the project, accepting donations at the post
offices and in sorting and transport operations.
Participation of volunteers in the World Philatelic
Exhibition “Portugal 2010” and in other fairs to
promote the project.

Bread from All to All - Participation of CTT vo-
lunteers in the action organised by CAIS, in Lisbon.

Regarding the sponsorship policy, CTT Group
analysed more than 700 requests. In the context
of social responsibility, CTT elected more than
two dozen initiatives that embodied actions of
social solidarity and assistance to needy or at-risk
groups, in an amount of approximately 1.2 million
Euros (includes sponsorship to the CTT Personnel
Sports, Cultural and Recreational Centre).

The company’s sponsorship policy has given
priority to projects associated with poverty and
social exclusion, culture, the Portuguese language,
sport for disabled people, health, solidarity and
innovation.

The following were the most significant
initiatives:

SOLIDARITY

Extension of the Protocol with the CAIS wel-
fare organisation for donations to the Abrigo
project;

Sale of the “Magical Lightening Bug” at post
offices for the fifth year in a row, for fund raising
and raising awareness to the rights of the disa-
bled people — Fenacerci;

Sale of Christmas postcards and UNICEF pro-
ducts reversing part of the revenue for pro-
grammes designed to create proper and sus-
tainable conditions for the most disadvantaged
children around the world.
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SOCIAL INTEGRATION

The Portuguese Federation of Food Banks, the
Community “Vida e Paz”, Aboim Ascensao Re-
fuge and the Therapeutic Equestrian Centre and
the Association benefited from donations or
exemption of mail charges;

Agreement between CTT and API - Association
of the Portuguese Press for the free sending
of newspapers and/other publications to the
Portuguese School of Maputo, in Mozambique;

Donation of equipment/videosto 74 Institutions.
HEALTH AND CITIZENSHIP

Offer of postage to the Red Nose initiative and
donation to the Cancer Patients Humanitarian
Union and the Gil Foundation;

Agreement with the Kidzania Theme Park (pro-
ject of civic and pedagogical education for
children);

Partnership with the Abraco Institution— sale of
the book “The AIDS Scourge” and inclusion of
mystamp; donation of part of the revenue from
the sale of the Abrago mystamp associated with
receipt of postcards addressed to the Abrago
Institution;

Partnership between the CTT portal Irrequie-
tos.com and UNICEF for raising polio vaccines
(10,575 vaccines donated);

http://miudos.irrequietos.com
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TWO WHEELCHAIR RACES
FOR DISABLED ATHLETES
INTEGRATED IN THE
INTERNATIONAL MARATHON
OF LISBON AND THE HALF
MARATHON OF PORTUGAL

* Donation of Christmas cards to Entrajuda Institu-
tion within the project “Bank of Donated Goods”.

SPORTS PATRONAGE

* Sponsorship of the Lisbon Bike Tour 2010 (Lis-
bon and Oporto) jointly organised with the
Drugs and Drug Addiction Agency and Sportis
to promote a healthy life (tens of postmen
participated under the motto “I can ride for a
sustainable future”);
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*Two wheelchair races for disabled athletes in-  DEVELOPMENT AID
tegrated in the International Marathon of Lis-
bon and the Half Marathon of Portugal; * Organisation of 45 visits to operational faci-
lities (mail sorting centres of Lisbon, Coim-
bra and Oporto) for schools, universities and

customers;

*Women’s race 2010 — Woman and Life;

* The Fifth Social Inclusion and Integration Games.

* Organisation and monitoring of training courses
regarding development of human resources,
management, corporate social responsibility 5
and other issues given to 30 employees of the =
postal operators from PALOP — the Portuguese-
-speaking countries of Africa —, and Latin America
(in the amount of 143,700 Euros);

PATRONAGE OF CULTURE
* Sponsorship of the “Ciberdividas” website;

* Sponsorship of the “Poetry Grand Prix” of the
Portuguese Writers Association;

* Sponsorship of the 5™ edition of the Social Cor-
porate Responsibility Week hosted by the Por-
tuguese Corporate Ethics Association — APEE.

ENVIRONMENT AND BIODIVERSITY PATRONAGE

* Sponsorship of the “2010 ACGE Index- Climate
Change and Corporate Management” survey;

Objectives 2011

* Contribution to Madeira Island

ecosystems;

recover

GRI EN13

= Contribution to the reforestation in Montejunto
mountain;

Continuation of the Project to Combat
Poverty and Social Exclusion

Strengthening of environment

© Stamp issues: 50 years of Madeira Botanic Gar- volunteer initiatives

dens; 2010, International Year of Biodiversity;
Fish Eagles; 50 years of the Hydrographical Ins-
titute; and Azores Marine Invertebrates; School
Mail — CTT protects the environment.

Pilot experience of long-term volunteer work
Conduct of 4 volunteer initiatives

GRI4.12 G



2.6 EMPLOYEES

The changes imposed on the postal business
by the rapid technological substitution and full
market liberalisation, oblige CTT to face chal-
lenges, particularly with regard to improving
competitiveness and productivity. To meet these
challenges it is essential to strengthen the stra-
tegic focus on value, optimisation, recognition
and motivation.

The new management model and the human
resources development programme included
in the 2012 CTT Plan intend to ensure that CTT
Group has got trained and motivated employees
in a company that promotes excellence.

This programme is organised into three areas
of activity, plus one, forthe climate envisaged for
its implementation: adequate, attract and bind
human resources in social dialogue.

To implement this programme, the processes
of rationalisation and adequacy of human re-
sources and budget were improved and adapted
to the business evolution within the current fra-
mework of reduced demand and great restraint
in spending and take practical initiatives to
implement the new model of human resources
management, such as: the establishment of
remuneration policy of the heads of units; the
submission to the Board of Directors of the
methodology and the outcome of the survey
regarding the corporate climate and culture led
by the National Observatory of Human Resources
(ONRH) for the previous year; the execution of
the PostFutureCast programme and the project
to create the directory of assessment skills for
the marketing and sales areas of CTT Group; the
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establishment of a training plan more
aligned with the strategic guidelines;
the participation in jobshops at univer-
sities of reference; the pursuit of social
dialogue through frequent meetings with
the Structures of Collective Representation of
Workers (ERCT); and the wide dissemination of
the company Employment Agreements.

In compliance with the measures approved
by the Government’s Stability and Growth
Programme, it was decided to cut the monthly
remuneration of the members of statutory bodies
of all CTT Group companies. In accordance with
the provisions of the State budget 2011 and
Government guidelines relating to the public
corporate sector, the correct implementation
of salary reduction, the prohibition of remune-
ration allowances and other provisions related
to the harmonization of some allowances with
the Public Administration regimes were duly
prepared.

Similarly, measures were studied and appro-
ved to decrease employees costs to be included
in the cost reduction programme determined by
the government. These measures deepen the
work that has been carried out for some years
in the field of rationalisation and adequacy of
human resources to the business evolution.
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Human resources policies have been increa-
singly oriented to strengthen a corporate culture
that privileges motivation and involvement of
employees as well as human capital enhance-
ment. These goals are reached by means of the
recruitment of transversal skills that enable
greater mobility and internal polyvalence, the
establishment of professional evolution criteria
and policies of fixed and variable remunera-
tion, of permanent training plans and effective
communication strategies to inform all on the
multiple aspects of the Group’s life.

Creating a true corporate feeling means en-
suring the personal satisfaction of employees
by adopting individual evaluation plans and
rewarding good practice, results and achieving
the targets set.
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The axis adopted for the deve- Human resources development This model of human resources development is based on a competency management option (CIP
lopment of human resources are model), with a systemic architecture, as summarized in the following figure.

represented in the next figure. Suit Attract

Training is my responsibility — coaching (C)

Retraining Fill gaps
Direct (IESVEEIIIEICEAEI ) Rejuvenate
Adjust Pursue excellence

Training is an Communication is a
investment () priority (P)

Develop
Motivate
Share
Reward

Bond

New management style — CIP

Figure 11 - Human resources development

Targeted governance of HR
Evolution model of
strategic profiles

Recruitment and selection devices

Management of professional

] . . trajectories (retention and mobility)
Directory of business skills

(management by companies
of the group, segment or
customized)

Management of skills
model (aligned with the
mission, culture, CTT

values)

Skills gaps and training needs

Performance analysis and potential

Support
Technological

Solution Merit management by skills

Surveying and mapping
of skills and identification
of gaps

Succession planning and
management of leaves

Figure 12 — CIP Model




_o WE ARE ONE OF THE LARGEST NATIONAL EMPLOYERS

WITH 14 414 WORKERS

The professional values and skills chart reproduced below is the reference of the policies and
practices to be adopted in the management of employees and teams

Values and professional qualities

® Excellence and quality

© Customer satisfaction and other stakeholders

® Orientation to efficiency and results

® Respect and trust

© Sustainability and Innovation

® Initiatives and respect for the values

® Ambition and professional development

® Integration and adaptation to the challenges

© Communication and interpersonal relationships

® Management capacity and teamwork

2.6.1 CHARACTERISATION OF HUMAN
RESOURCES (PARENT COMPANY)

In 2010, the workforce decreased, due to
the few hires (8) and the high number of em-
ployees leaving the company (362 - 276 due to
retirement, 62 to the expiry of the employment
contract and 24 due to death). The permanent
employees turnover rate was 2.9%, broken down
in a male turnover rate of 1.7%, and a female
turnover rate of 1.2%.

By age group, the employees turnover rate was
higher within employees over 50 years old, both
male and female, broken down as follows: below
30 years old, 0.06%; between 30 and 50 years
old, 0.5%; over 50 years old, 2.4%.

GRI LA1

GRI LA2

Figure 13 - Values and professional qualities

Permanent employees 12,102 11,778
Fixed term contract 80 69

employees 5 5
Total (parent company) 12,907 12,473

Creating value for the stakeholders @

The employee average age (43 years) is relatively high. Regarding postmen, the professional group
with the highest relative weight, the indicator is slightly lower ( 40.9 years).

In order to improve customer service and increase employees qualification and satisfaction while
valuing the individual, enhancing motivation and stimulating productivity, the programmes for per-
sonal and professional development continued and the completion of the 12 grade has been set as

In 2010, due to the combined effect of employees leaving the company with lower qualifications,
the higher level of requirement in new hires and investing in training employees, the level of literacy
has improved: employees with schooling qualification below the 9th grade decreased from 19.7%
to 18.6% and in turn, employees with qualifications equal or higher than the 12t grade increased
from 46.5% to 49.4%.

Education level 2009 2010

University degree 9.5% 10.2%
12 grade diploma 37.0% 39.2%
9t grade diploma 33.7% 32.0%
<9t grade 19.7% 18.6%

Table 11 - Distribution of employees by education level

- - - Most employees (97%) works for the company on a full-time basis countrywide, as well as in Spain

Table 10 - CTT employees distribution
(parent company) by employment type and Group
totals, as at 31 December
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and Africa. The allocation of employees by region is related with the demographic concentration
considering the fact that the company provides relevant services countrywide (refer to the Glossary).

GRI LA11

GRI LA1



LABOUR PRACTICES, RECRUITMENT
AND SELECTION

The overall absenteeism rate that includes
sick leave, accident leave, absence regarding
activity in employee representation structures
(Trade Unions and Workers Committee), study
leave, strike action, maternity leave and absence
for other reasons reached 7.6% in 2010. The ab-
senteeism increased by 0.9% when compared to
last year mostly on account of the main reasons
for absence such as: sick leave, occupational
accidents and maternity leave. Strike action
represented 0.3% and trade union activity rose
from 0.3% last year to 0.5% in 2010.

During the course of 2010, CTT carried on its
job offer policy by providing professional oppor-
tunities to youngsters looking for their first job
and to long-term unemployed people.

To better promote its job opportunities and
reach potentially interested young population, CTT
started to use a new communication channel for
job offer and receipt of applications: the facebook.

During the year, 2,576 term contracts and
1,062 temporary contracts were signed enabling
many young people to contact for the first time
with the world of work.

To pursue the objectives of the attract area of
its human resources development programme,
CTT participated in jobshops at ISCTE, Faculdade
de Economia da Universidade Nova de Lisboa,
Instituto Superior Técnico and Faculdade de
Ciéncias Econdémicas e Empresariais of the
Universidade Catélica, introducing itself as a
avant-garde Group, with new products and ser-
vices, high degree of integration of new techno-
logies, and strong focus on quality and customer
satisfaction.

Forty-eight traineeships, 13 of which were
curricular, were ministered by CTT as part of the
policy that links the company and the schooling
and professional training systems and supports
the national effort to promote the improvement
of academic qualifications and professional
skills of young people. Two of the 13 curricular
traineeships were granted to young people with
special educational needs. In this case, a specific
work was carried out between the school and
the family of these two young trainees and the
CTT advisor responsible for hosting them at the
work place.

During 2010, CTT provided professional develo-
pment opportunities foremployees who increased
their level of academic qualification, thus acknow-
ledging the personal investment they made.

INTEGRATED MANAGEMENT OF
HUMAN CAPITAL

The CTT Group’s internal potential in human
capital and continued resort to more flexible
terms of employment that may better adjust to
mail volume flows remained the main issues
guiding human resources management.

In order to boost the mobility and flexibility
required by the company, employees were se-
conded from subsidiary companies to the parent
company, or vice versa, in particular senior em-
ployees. Also, opportunities of international mo-
bility in Group companies headquartered abroad
were provided to several senior managers.

Within the mobility and progression area,
37 recruitment opportunities (32 internal and
5 external, 34 for recruitment by the parent
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Objectives 2011

Reduce absenteeism rate to 7 %

Assess the opportunity to implement the results
of the employee satisfaction survey

company and 4 by the Group companies) were
communicated to which 1,362 applicants res-
ponded. We point out the offer and the sending
of applications for 12 jobs internationally, namely
for the Universal Postal Union (UPU) and the
International Post Corporation (IPC).

To optimize internal productivity, a set of
actions were undertaken to reassign employees
whose functions became inadequate due to
technology progress or implementation of effi-
ciency projects (24 employees were reassigned
in working places and functions where their
activity may be optimised) and a flexible working
hours system for administrative employees was
implemented.

As concerns permanent employees, the com-
pany dutifully complied with minimum notices
and communication procedures according to the
terms of the law and the Company’s Employment
Agreement. For reassignments for reasons of
company convenience, the employee has to be
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notified in writing at least 30 days in advance
(for distances of more than 50 km) or 15 days in
advance (for distances of 50km or less), except
in the case of unpredictable events. In the case
of company convenience, the employees con-
cerned have to be notified at least 45 days in
advance or within the notice periods mentioned
above, depending on the Company’s Employment
Agreement they have signed.

Changes to working hours are to be notified
to the employees and the Workers’ Committee,
communicated to the Authority for Working
Conditions and displayed in the company at
least 7 days prior to becoming effective. Within
the employee adaptability system, changes to
working hours are notified at least 15 days prior
to becoming effective.



PERFORMANCE APPRAISAL

With a view to foster a culture of management
by objectives, talent management, skills deve-
lopment for workers, merit compensation policy
and training needs assessment, all company em-
ployees were subject to performance review as a
means to appraise the skills as well as personal
and team contributions to results.

This review process includes a meeting or
interview between the employee and the imme-
diate superiorto exchange views on the appraisal
and identify the skills to be developed. They also
avail the employee the opportunity to include
comments on the appraisal and to express in-
terest in attending training courses to improve
professional skills and job performance.

A number of training sessions on the perfor-
mance appraisal system and on how to conduct
employee appraisal interviews, were ministered
to the managers. Performance appraisal of ma-
nagers of the Group subsidiary companies and
of those directly depending from the members of
the Board of the parent company are performed
under the terms defined by the Board.

REMUNERATION

Considering that salary progression is based
on merit reward in combination with length
of service, the company pursued the policy
of motivation through recognition of personal
commitment and contribution to results whe-
re the variable component of remuneration is
emphasised.

Further to sales commissions based on the
results obtained against the objectives, opera-
tional productivity and quality incentives were
paid within the scope of the “Improve Quality”

programme related to the financial year of 2009,
after the company’s operational results were
known and the set criteria had been met. These
incentives were distributed to over 6,700 em-
ployees and totalled about 2.6 million Euros.

Considering the results of the 2009 financial
year and given the decrease of revenue, the ge-
neral assembly has not proposed the distribution
of dividends to the employees contrary to what
happened in the last two years.

REPRESENTATION OF EMPLOYEES

Several bodies represent the employees
in communications with the management.
A Workers’ Committee (CT) and 71 Workers
Subcommittees have been appointed and per-
form their duties in accordance with applicable
legislation. As was the case in previous years,
CTT is in permanent contact with the Workers’
Committee holding meetings when necessary
and at the highest level on a monthly basis in
order to address issues related to the provision
and working conditions. At the information level,
relevant management documentation is regularly
sent. The company provides facilities to the
Workers’ Committee for the performance of its
duties, as well as the necessary material and
technical means to do so.

The company grants the 11 members of the
Workers’ Committee, 25 hours every month,
and 1 day more per month for the meeting with
the management bodies and additional credits
according to the activities performed, and to
each one of the 120 members of the Workers
Subcommittee, 8 hours. This represented a total
of 6,107.4 working hours in 2010.
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The Structures of Collective Representation of
Workers (ERCT) exercise the powers conferred
on them by law by defending and promoting the
social and professional interests of their associa-
tes, being namely called upon to intervene in the
optimisation of working conditions, the signature
and review of collective employment agreements
(Company Employment Agreement).

With a view to modernise and adequate CTT and
its work environment to the evolution of society,
economy and market, as well as to respond to new
challenges to be faced with the full liberalisation,
during 2010:

The collective Employment Agreement (AE/CTT
Jan. 2010), signed with SNTCT and SINCOR tra-
de unions, was published in BTE no. 1/2010
of January 8. Following the signature of this
agreement together with the AE 2008, all trade
unions represented in the company are subscri-
bers of collective agreements covering 99.7%
(12,441) of the employees. The remaining em-
ployees fall under the provisions of the Labour
Code (Law 7/2009). The company has 83.8% of
its employees (permanent and under fixed term
contract) unionized.

Thus, the review of the collective Employment
Agreement (AE 2008) published in BTE no. 14
of April 15, 2008 was concluded with 12 trade
unions that subscribed it, and the full text was
published in BTE no.34 of September 15, 2010
being renamed AE/CTT Set.2010;
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The trade unions were informed that, in 2010,
the salaries paid during the period previously
agreed were to remain unchanged, given the
guidelines issued by the shareholder.

The legal obligations regarding human resour-
ces management information were duly complied
with by means of electronic mail communication
of the Single Report to the Strategy and Planning
Office of the Ministry of Labour and Social
Solidarity, as provided for in art. 32 of Law no.
105/2009, of September 14, and regulated by
Ordinance no. 55/2010, of January 21.

The Single Report (RU) included information on
the social activity of the company during 2009.
This annual reporting tool replaced the former per-
sonnel charts, quarterly communication on long-
-term employment contracts, half-yearly listing
of overtime work, annual report on security and
health at work, social balance sheet and infor-
mation on strike action. Besides this, the Single
Report also includes information on continuous
professional training and service providers.

According to ruling labour legislation, the rele-
vant parts of the Single Report were sent to the
CTT Workers’ Committee and to the employees.

Labour conflicts in 2010 resulted in the holding
of 175 staff plenary meetings and 54 strike,
which had inevitable consequences in the regular
company’s operations. Seventeen strike actions
were full-day strikes and 37 involved only a part
the daily working hours. To be noted that there
were 20 prior notices of strike on overtime in the
mail processing and delivery areas, which had
but a limited impact on service performance.



The absenteeism rate resulting from strike
action in 2010 was 0.3%, i.e. 0.29% higher than
in 2009. The reasons alleged by the Structures of
Collective Representation to resort to strikes were
related, generally, to their claims regarding com-
pensation for restructuring of work and working
hours and rejection of the salary and career
progression restraint measures imposed by the
shareholder within the scope of the State Budget.

The most frequent issues communicated
or submitted by the Structures of Collective
Representation of Workers referred to working
regimes and conditions, discipline, interpersonal
relationship, compliance or non compliance with
legal obligations, performance appraisal, career
progression, retirement conditions, etc.

Allthose issues were analysed internally by the
Corporate Human Resources Unit, in conjunction
with the managers of the services concerned and
obtained response. During 2010, 543 complaints
were submitted by the Structures of Collective
Representation of Workers on behalf of their
members that were analysed, handled and duly
responded.

At European level, the company maintained
its participation in the European Social Dialogue
Committee for the Postal Sector that gathers
representatives from trade unions and postal
operators of the European Union. Its work pro-
gramme deals with relevant issues for the future
of the postal sector, such as trends in the postal
industry, occupational accident prevention, cor-
porate social responsibility, skills training and
development, and the adaptation of organiza-
tions and human resources to change.

TRAINING

Training is of key strategic importance, since it
is a leading factorin achieving sustainability and
in ensuring that the company remains competiti-
ve, through the increase in professional and aca-
demic qualifications of employees, acquisition
and development of personal and professional
skills, greater involvement, motivation and job
satisfaction.

The 2010 employee training plan of CTT Group
has been aligned with the five strategic guideli-
nes: ensuring provision of the universal postal
service; fostering growth and maintaining market

leadership in the current core business; develo-
ping new areas of business; generating growth
through innovation; and ensuring the pursuit of
postal services liberalisation.

The quantitative objectives set up in the
training plan were exceeded, which kept the
company on the path of growth and commitment
to qualifying and preparing its human resources,
by providing them with opportunities to develop
their personal and professional skills.

The table below shows the growth rates of
employee training in terms of the number of
attendances and actions over the last two years.
Training activities within CTT Group increased by
56.8% in the last two years.

SUMMARY OF TRAINING ACTIVITY

The strategy to diversify training dissemination
channels by using solutions adapted to different
work contexts and rhythms was one key factor to
increase significantly the company’s employee
training activities.
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IN 2010, 11,488
TRAINING COURSES WERE
HELD WITH 83,608 ATTENDANCES,
OVER A TOTAL OF 293,663 HOURS
OF TRAINING IN ALL CTT GROUP AND
SUBSIDIARY COMPANIES.
WHEN COMPARING TO THE PRECEDING
YEAR, THE TRAINING EFFORT RATE ROSE
FROM 0.8% TO 1.1%. IN TOTAL, 95%
OF EMPLOYEES RECEIVED SOME FORM
OF TRAINING, A 2% INCREASE
OVER 2009.

Table 12 - Employee Training

Growth rate

CTT GROUP 2008 2009 2010 22009/2008 A2010/2009

Number of actions 3,529 6,912
Number of attendances 27,468 54,855
Total 187,253 | | 235,080
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83,608

11,488 96% 66%
100% 52%
293,663 26% 25%



GIVEN THE CURRENT CHALLENGES
OF COMPETITIVENESS AND
POLYVALENCE OF HUMAN
RESOURCES, THE COMPANY FOCUSED
ON INVESTMENT IN LEADERSHIP
SKILLS AND THE ACQUISITION,
CONSOLIDATION AND UPDATING
OF TRANSVERSAL SKILLS AND
TECHNICAL EXPERTISE.
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The student employees of the company were

. A ber of
granted more than 25,000 hours to attend school Professional grades e

or to study for their exams. The same total of
hours was used by the employees attending the
recognition, validation and certification of skills
actions organized by the NOC (New Opportunities
Centre) of the company.

Thematic areas

hours of training

52h
76h
10h
11h
32h

Table 13- Average hours of training by employee

category /2010 (parent-company)
(does not include student employee hours)

% of overall
training

20%
17%
14%
9%
8%
7%
7%
5%
4%
4%
5%

Table 14 - Training activities by thematic area

GRI LA10



The programmes with the most significant
impact on client service performance, employee
development and the future sustainability of the
company were the following:

Quality management and certification of com-
pliance, this programme comprised 3,188 trai-
ning courses, 30,604 attendances over a total of
35,499 hours, covering ISO 9001, 14001, 27001,
OHSAS 18001 standards.

Development of customer, post office and
delivery office managers in the fields of technical
and management performance, to update and
increase the professional skills, competitive-
ness, customer and results-oriented, with 38
training courses, 306 participants over a total
of 5,766 hours.

Reinforcement of behavioural skills for ma-
nagers with emphasis on the programmes on
assertiveness and conflict management, com-
munication, chairing meetings, leadership and
team management, workflow organisation and
time management, presentation techniques and
expressiveness, negotiation techniques. Fifty-
seven training courses were ministered to 710
participants over a total of 11,291 hours.

Company framework — participation of 319
managers; integration of 13 senior managers
and 14 trainees.

IT Systems - development of technical skills
for IT experts, user efficiency of operational and
management software applications, promotion of
computer literacy among operational employees
and improvement of technical workers. In total,
2,839 participants were trained, involving 22,261
hours of training.

Health and safety at work — training of coor-
dinators responsible for first aid, on fire fighting
and evacuation of workers, training in defensive
and ecological driving for postmen drivers of
motorcycles, light and heavy vehicles, in order to
change driving behaviour, reduce fuel consump-
tion, greenhouse gas emissions, wear and tear
of vehicles and the number of road accidents. It
also covered training on personal safety to sup-
port the process of relocation into two CTT new
buildings (Lisbon and Maia). It involved a total of
883 training courses and 19,168 training hours.

For their importance during the course of 2010, we also highlight the
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following training programmes:

How to face
liberalisation

Operations are on
the way

Post Futurecast
Lab

Science, Technology
and Citizenship |

On-site training

Training programme for delivery employees to
prepare them to face the challenges of postal
market liberalisation

Promotion of the corporate values

Development of management, leadership
and tutorial skills

Development programme on marketers skills
focused on market trends and theirimpact on
the CTT Group, supported by GIEM/ISCTE.

University training programme for senior managers
by UTL — Universidade Técnica de Lisboa

Addressed to operational teams
Training on products and quality of service for post
offices and postal delivery offices

Training on quality or quality/environment
management systems for mail sorting centres

35 courses
806 attendances
3,560 hours

2 organizational pedestrian tours
216 participants
1,512 hours

4 courses
48 participants (Team heads)
572 hours

82 participants
4324 hours

2 participants

64 268 hours
60 285 attendances
9 200 courses



E-learning and in-house design of contents was
strengthened (2,948 participants, over a total of
16,435 hours), from which 5 training projects
available at the @formar platform stand out:
Managers Kit (319 participations), CTT Building
- Moving with You (1,377 attendances); How to
Manage Attendance with MyTeleponto (908 parti-
cipants), Training for Trainers (with final awarding
of a professional certificate - CAP) in blended
learning format (41 participants), and the Global
Management Challenge Discussion Forum.

Participation in the 31t Global Management
Challenge, sponsoring 20 teams of CTT Group
employees and university students, totalling 84
participants.

Financial support to 8 experts to enrol in post-
-graduation programmes in strategic areas (ma-
nagement, information technologies, marketing
and law), including a PhD programme. Besides
those, 10 post-graduations and 3 masters were
completed. Eight senior executives took part in
events held abroad, selected on the basis of their
strategic interest for the business, thus seeking
to maintain the connection and the knowledge on
the partners, the competitors and world experts
who disseminate state of the art knowledge and
experience.

The contribution to social inclusion stands out,
inthe scope of the Project to Combat Poverty and
Social Exclusion, with the holding of 6 IT training
courses for long-term unemployed people, which
counted 34 participations (1,020 hours of exter-
nal training).

In the field of international cooperation human
resources development programmes were un-
dertaken for senior managers of the Portuguese-
Speaking Countries of Africa (PALOP), of the

Postal Union of the Americas, Spain and
Portugal (PUASP) and for CTT junior managers
(2 courses, 23 participants); and a course on
the Organisation of the Postal Activity (7 PUASP
senior managers).

Access of the employees to various sources of
updated scientific and technical information (se-
lective dissemination of information, publication
of a monthly Newsletter and magazine articles in
the corporate portal, thematic bibliographical
exhibitions) was fostered and the bibliogra-
phic asset was supplied with 916 publications.
Besides, 13,390 requests for consultation of the
existing publications were made.

The New Opportunities Centre (CNO), enti-
rely funded by CTT, is another resource for the
enhancement of personal and professional qua-
lification of CTT Group employees, which shows
the company’s will to be associated and actively
involved in the national effort to raise the qua-
lifications of the Portuguese active population.

Since the creation of the CNO in 2004, the
number of applications has hit 2,623, which re-
presents about 20% of the total workforce of CTT
Group. Despite the maturity of the project, 191
employees obtained certification in 2010 (166 at
High School/12™ grade level and 25 at 3™ cycle
level/9t" grade of the basic schooling system);
44 employees were transferred to other centres
or advised to follow different schooling and
qualification projects, but 11 of these employees
also obtained a High School level certification.
Eight hundred fifty employees will be kept in the
project in 2011.

In the framework of partnership and colla-
boration agreements with certified training or-
ganizations, the NOC kept its offer of certified
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modular training courses in the fields of IT and
Communication (2 courses of 50 hours) and
Foreign Languages (3 courses of 50 hours), both
at High School level, involving 76 participants.
A protocol for collaboration between CLS -
Portuguese-Swedish Chamber of Commerce and
CTT was signed and is to be highlighted as it
aims at the participation of CTT employees in the
Facila Project. This project, promoted by the CLS
and supported by the POPH — Human Potential
Operational Programme in the scope of the
country’s development plan called NSRF (QREN)
— National Strategic Reference Framework, gives
access to a number of certified modular training
courses based on the Swedish experience in
adult training and qualification. Training courses
with a total duration of 250 hours and involving
around 50 participants were started in Coimbra,
Pombal, Caldas da Rainha and Tomar. Their com-
pletion is expected in the 1st quarter of 2011.
In May 2010 the CTT Group Training Forum
came into operation. This Forum was provided
forin the HR Governance Model to follow-up the
implementation of the training plan and to reflect
upon and submit proposals leading to the conti-
nuous improvement of quality, efficiency, growth
and accessibility of training in a framework of
cooperation and convergence within the corpo-
ration. It is integrated by representatives of the
major internal customers (operational units and
subsidiary companies), and of the IT and human
resources units who seek to adopt a consistent
training model within the Group in terms of me-
thodologies, means, procedures and practices.
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Objectives 2011

Increase the training volume by 10 %

Reach the 1000th certification (RVCC)
by the CNO of CTT

CAREER

The Collective Employment Agreements (AE/
CTT Jan.2010 and AE/CTT Sept.2010) set out
the mission and job content of each group and
professional categories.

Besides these, the progression and profes-
sional evolution models are also set out, based
upon merit and performance criteria for salary
progression. Evolution occurs according to per-
formance levels, as well as to the renewal and
capacity building and increase of professional
skills focusing on the contribution of each em-
ployee for the value chain and on the personal
development effort.

ATTRACTION AND RETENTION

CTT has been striving to ensure that it hires
and retains highly motivated employees with the
necessary skills. Job satisfaction goes hand in
hand with increased productivity, and it is a key
factorin ensuring the sustainability of a company
that operates in competitive markets.

The Skills Assessment Programme in the fields
of marketing and sales of the CTT Group is



part of the policy of involvement and workforce
development, through, inter alia, support to ma-
nagers and employees to identify skills gaps and
design of individual coaching and development
programmes.

With such a positioning the company has
endeavoured to develop and enhance the skills
of its employees.

In 2010 it conducted a survey on the employees’
training needs with a view to prepare the training
plan taking into account the individual require-
ments of each employee.

SOCIAL BENEFITS

The 10S - Instituto de Obras Sociais (Social
Welfare Institute) — designation of the organisa-
tional unit dealing with social issues — dates back
to 1947 and its aim is to provide its beneficiaries
medical aid (sickness prevention, treatment and
recovery). To the beneficiaries of Caixa Geral de
Aposentagdes (“CGA” — General Retirement Fund)
and their families it provides among others the

following benefits: family expenses allowance for g
children and youngsters, bonus disability allow- =

-ance, allowance for children attending special

educational facilities, monthly lifetime allowance,
allowance for support of third parties and funeral
allowance. It also provides for social benefits,
such as assistance with expenses on mental
healthcare, drug addiction, alcohol abuse, old
age, social integration, study allowance, nursery
school allowance, childcare allowance, maternity
allowance, and support to economic hardship.

The Social and Health Care Regulations (ROS) is
in force since 1 January 1997 and includes, among
other benefits, maternity protection, under which
medical examinations and any specialty treat-
ment, surgery, and birth assistance, inter alia,
are fully reimbursed; screening for children up to
2 years; growth examination for children up to 6
years and dental up to 10-years old and others.

The regulation applies to the permanent em-
ployees, whether employed full or part-time, oron
atemporary basis, on duty or retired, retirees and
their families under certain conditions provided
they have adhered to the regime. Almost the entire
workforce of the CTT Group benefits from some
form of medical insurance coverage that allows
members of the household.

GRI LA3
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Table 15 - Share of Medical Aid Expenses

CGA*  SNS**

80%

)

pr—  pm—

90%

)

100%

CGA = Beneficiary pays 25% of the
price of medicines, at the most
SNS = 60% of the amount paid by
the Beneficiary

* CGA - Direct subscribers to the General Retirement Fund (CGA) and children entitled to child
benefit allowance.

** SNS — Subscribers to Social Security benefits , their children, and family members not covered
by CGA schemes.

*** Medical assistance to patients with chronic diseases is fully covered by the NHS (SNS)
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On 31 December 2010 there were 48,362
beneficiaries, of which 23,593 were employees
(11,872 on duty and 11,721 Pensioners/Retired
employees) and 24,769 family members (17,193
of on duty employees and 7,576 of Pensioners/
Retired employees).

In 2010, a total of more than 1.5 million medical
care services were performed by 8,317 healthcare
providers and service points of various specialties
(64). When compared to 2009, there was a global
decrease of 10.94% as a result of a general reduc-
tion in the demand of services.

SOCIAL SERVICE

In this field and as a result of the company’s
corporate social responsibility policy, social prac-
tices and methodologies were maintained and
developed at several intervention levels.

Intervention measures towards the beneficia-
ries —whetheron duty orretired, and their families
— had as [main goals the prevention and remedy
of social-economic need, dysfunctions or vulne-
rabilities of various kinds, in order to promote
empowerment and capacity building. They were
mostly addressed to beneficiaries in more fragile
conditions — elderly, children and youngsters with
disabilities and/or chronic diseases.

This activity translated into 6,578 instances
arising from 1,048 beneficiaries being assisted.
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This financial support totalled €28,632, broken
down as follows: retired employees, €25,298; on
duty employees, €3,334.

It is to be noted the follow-up of 475 new
cases and 573 beneficiaries who continued to
be assisted as in previous years.

The area dealing with the elderly was the one
with more requests, both in terms of their conti-
nued need forassistance and of financial support,
provided mainly in the form of payment of costs
for old age homes and/or stays in healthcare
institutions.

Assistance was provided to 370 elderly beneficia-
ries, 43% of whom made use of the Social Service
for the first time. Support given along the year to
these beneficiaries involved, among others, 2,140
phone calls and 203 visits of Social Workers.

As far as the elderly population is concerned,
payment of remote assistance to 18 elderly was
granted. The assistance was provided by the
Portuguese Red Cross and was considered a
good response mechanism to mitigate the isola-
tion of this population, as a preventive measure
that provides prompt assistance in situations of
possible risk.

The elderly population was also granted most
(88%) of the financial support, essentially in the
form of payment for old age homes and house
calls (€25,300).
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Activities in 2010 (SOCIAL RESPONSIBILITY ACTION)
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Particular attention deserved also the assistance
to children and youngsters with chronic diseases or
severely disabled.

Support given to them focused on the alloca-
tion and payment of supplementary allowances to
the household expenses allowance and financial
support in the purchase of equipment to promote
inclusion and improve the quality of life.

To maximise existing resources, develop new
ways of promoting quality of life that are not
exhausted in financial support, as well as to ensure
integration and promotion within the community,
partnership agreements were entered into with
various organisations which manage the social
proximity network and promote the satisfaction of
citizens’ needs (IPSS, ARS, Misericérdias).

Social assistance, psychological and medical
follow-up were also provided to employees who
had been the victims of violent assault or abuse,
mainly in post offices.

The Programme to Reduce Absenteeism (PRA)
continued. Social workers focused on identifying
the causes and motivations of absenteeism and
later monitored the cases seeking answers as
appropriate.



HEALTH AT WORK

CTT, as a company that promotes good occu-
pational health practices, took responsibility as
an employer, in promoting and ensuring access
of all employees, regardless of the conditions
set in the employment contract, to occupational
health examinations, thus complying with the
provisions of ruling legislation.

Procedures to improve adherence to routine
medical surveillance examinations were im-
plemented in accordance with the schedules
defined by occupational physicians and the
necessary general frequency.

This policy’s goal is to foster employees’ health
by systematically and periodically assess the
impact of the different types of functions, as
well as their repercussion in staff’s health, and
implement, as appropriate, preventive and/or
corrective measures, in order to eliminate or re-
duce risks associated to the working conditions,
promoting healthy workplaces.

Occupational physicians’ recommendations
were complied with to prevent exposure to
risks associated with some tasks, thus fostering
adaptation of jobs to workers according to their
health condition.

In 2010, 8,041 medical examinations were
performed, 6,628 of which were regular exami-
nations, at a cost of 1.04 million Euros.

SOS HEALTHY LIFE

CTT, in collaboration with PT-ACS, continued
the “SOS Healthy Life” project in 2010. Health
screening started to include always cardiovas-
cular, stress, sleep and obesity assessments.
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SUPPORT TO EMPLOYEE ORGANISATIONS

CTT also supports employee initiatives of a
recreational nature forassociates of such initiati-
ves and their families. The CDCR - CTT Personnel
Sports, Cultural and Recreational Centre has
been active for over 60 years and has a roster of
approximately 11 thousand associates, including
both on duty and retired employees as well as
pensioners. Besides the logistic support, the
company has been supporting about 80% of the
Centre’s current expenditures.

In addition, CTT sponsors a number of other
similar organisations, namely by providing faci-
lities for the headquarters for the development
of associative activities. Among these organi-
sations are CDA - Post and Telecommunications
Pensioners House, ANAP —National Association of
Pensioners of the Posts and Telecommunications
of Portugal, the National Association of Post
Office Managers, and the Former CTT Museum
Friends League. For its history closely connec-
ted with the communications, not only those
conveyed by postal means, deserves particular
highlight the “Porvir da Familia Telégrafo Postal”
(Future of the Post & Telegraph Family), an arca-
ne association of mutual funds (bereavement)
founded during the times of the 15t Republic and
currently with a membership of 16,500.

PREVENTION AND SAFETY

In 2010, 308 workplaces were visited by the
outsourced services of Health and Safety at
Work and 143 workplaces by the internal team of
Health, Safety and Ergonomics, in order to check
the working conditions, status of resolution of
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previously reported non-conformities, and other
possible situations of risk for the employees.
Significant improvements in the working con-
ditions in most facilities were reported, particu-
larly regarding conformity with the legislation or
situations depending on the local management.

We record a significant investment made in
the facilities that had more critical situations, to
renovate or relocate them.

We made a statistical study of all the occupa-
tional accidents occurred in 2010 in the company
and recorded 920 accidents and lesions! (10%
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Table 17 - Health screening at the workplace

Number of screened employees
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more than in2009), which resulted, however, in
less lost days (20,960 in total) due to Temporary
Total Disability (ITA), 3.4% less than in 2009.
This corresponds to a rate of lost days of 191
(GRI standard) — which reports to calendar year
days, including weekends and national holidays,
counted from the day following the day of the
accident. The average number of days of absence
on account of occupational accidents decreased
significantly (14 days) compared to 2009 (22.7
versus 36.53), which reflects a lower rate of severe
accidents in 2010. Nevertheless, the incidence
rate (70) was higher, i.e. there were 70 accidents
per each 1,000 employees (4 more than in 2009).
In the Group’s subsidiary companies 162 acci-
dents, 113 lesions of different types and 2,314
lost days were reported.

A fatal accident with a delivery employee
occurred, due to a road accident, specifically
a motorcycle accident, as a result of a frontal
collision against an excavator.

Among the company’s occupational hazards,
accidents during delivery rounds performed on
motorcycle represent 39.4% of the total occurred
in 2010. The most common reasons are road
accidents with a single vehicle (skidding, running
over pedestrians or collisions without third-party
intervention) totalling 29% of all accidents,
followed by falls, caraccidents and false moves.

The number of accidents/lesions (677) resul-
ting in temporary absolute inability reflects a
standardised rate of incidence of lesions 6.16 (as
per the GRI standard — corresponding to 100 full-
-time employees), 0.7 points more than in 2009.

The dynamics and the policy to tackle occupa-
tional accidents were kept, with special empha-
sis on the efforts of the training and awareness
teams and on the commitment of the top manage-
ment who analyse regularly the occupational and
road accidents indicators. The methodology of
occupational accidents analysis and prevention
becomes more rigorous and comprehensive,
aiming both at identifying the prevention needs
and making the employees and the management
more aware as this factor accounts for 13.7% of
overall absenteeism.

The activities within Health and Safety at Work
involved several meetings with CTT top manage-
ment throughout the year. In these meetings key
indicators on road accidents and occupational
hazards, as well as occupational health, were
examined.

In order to comply with the minimum require-
ments regarding safety of work equipment and to
protect the employees that operates machinery,
itwas suggested to implement an internal control
procedure of the security mechanisms of the
various types of machinery and other equipment
used in mail handling and delivery. To ensure the
effectiveness of this procedure awareness acti-
vities were carried out in postal delivery offices,
post offices, and sorting centres.

Opinions were issued regarding work equip-
ment, mail bags, chairs, electric bicycles, and
helmets. In addition, we participated actively in
several working groups, particularly in the con-
text of the single building and the reinstallation
of the Maia sorting centre, the reformulation of

! Small, not very serious lesions, which did not cause absence from work
2 Figures include all lesions causing absence of one or more days, provided they are reported as occupational accident.

the delivery equipments and the European Road
Safety Charter.

As far as the qualification of occupational
diseases is concerned, this year the National
Centre for Occupational Hazards Prevention
qualified 6 occupational muscle-skeletal disea-
ses of counter and delivery employees, which
translates into a rate of 0.05 and 552 days lost
(a total of 33 occupational diseases identified in
the company).

The employees was consulted twice during the
year in terms of health and safety at work with
regard to the following issues: accidents at work,
use of work and protection equipment, cargo
handling and job organization.

Results point to a 72% average level of em-
ployee satisfaction, the measures adopted by the
company for accident protection and prevention
standing out as the best rated item. The response
rate was 6.8% (survey sent by mail together with
the salary slip) and the survey addressed all
company facilities.

Regarding information, awareness and training,
10 newsletters were produced conveying precise
and relevant information on aspects that the
worker-citizen neglects. The topics touched a
number of areas, such as: occupational health
(e.g. thermal environment), general health (e.g.
obesity, sports, food and hypoglycaemia) and
safety/accidents at work (e.g. falls from ladders,
manual handling of loads, and road safety).

Within PostEurop we maintained our participa-
tion in the Occupational Health Working Group of
the Social Responsibility Committee, which held
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its 7" meeting in Brussels to debate issues such
as Benchmarking and best practices in the mana-
gement of absenteeism due to sickness and ac-
cident, ergonomic workplaces and equipments,
ageing and increased length of working life,
sickness prevention programmes, new models
of organizing mail delivery and corresponding
effects in the employees’ health, and individual
protection equipments, among others.

Objectives 2011

Reduce fatal accidents to nil
Reduce the number of lost days by 5%

Reduce the number of occupational accidents by 5%



® PUBLICATION OF 10 NEWSLETTERS ON SAFETY,
ACCIDENT PREVENTION, WORKING CONDITIONS
AND HEALTH.

© MONTHLY INFORMATION ON LABOUR ACCIDENTS
IN DELIVERY AND COUNTER OPERATIONAL AREAS.

® 451 EXTERNAL (PT-ACS) AND INTERNAL (HSE)
VISITS FOR AWARENESS RAISING ON-THE-JOB
TRAINING ACTIONS CONCERNING OCCUPATIONAL
ACCIDENTS, WITH SPECIAL FOCUS ON THE TEAMS
WITH THE HIGHEST ACCIDENT RATES.

® PERIODICAL MEETINGS WITH THE TOP
MANAGEMENT TO DISCUSS THE MAIN ACCIDENT
INDICATORS AND ANALYSE MEASURES TO BE
TAKEN.

© 78 TRAINING COURSES ON ECO-DEFENSIVE
DRIVING — MOTORCYCLES, LIGHT AND HEAVY
VEHICLES (2,068 HOURS).

© 883 ON-THE-JOB TRAINING ACTIONS ON
SECURITY AND TRAINING OF RPIS (FIREFIGHTING
COORDINATORS) — FIRE FIGHTING, EVACUATION
OF WORKERS, ETC. (6,776 PARTICIPATIONS,
19,168 HOURS).

© PREPARATION OF LEGAL OPINIONS FOR THE
PURCHASE OF HEAVY VEHICLES, MOTORCYCLES
AND EQUIPMENT TO SUPPORT THE DELIVERY,
AMONG OTHERS.
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2.6.4 SOCIAL REPORTING

Inits conducts, the company fully abides by the
rights and guarantees enshrined in the Universal
Declaration of Human Rights of the United
Nations, the European Union’s Fundamental
Rights Charter, the Portuguese Constitution, and
the ruling legislation, namely labour legislation.

In this context, it promotes values and prac-
tices according to the strategic guidelines for
the State Business Sector and the guiding prin-
ciples of the commitment with CTT manage-
ment (Code of Ethics, Quality Policy of the CTT
Group, Health, Safety and Ergonomics at Work
Charter, Environmental, Professional Values
and Qualities Charter, and provisions of the
Company’s Employment Agreements aimed at
promoting equal opportunities, etc.).

In terms of human resources policies oriented
to the promotion of equal opportunities, the
following deserve highlight:

> The effort to find the balance between the two
genders, since the company is committed, as
per the collective Employment Agreement, to
develop policies aimed at equal opportunities
in admissions, career, promotions and training,
taking especially into consideration the circums-
tances regarding pregnant employees or those
with children under 12 years, disabled or with a
chronic disease.

* The increase of the number of women in leading
positions. At the beginning of this management’s
term there were only 3, now they are 12, which
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corresponds to 40% of the total. There are cur-
rently 30 managers reporting directly to the
Board (7 under 40 years (23%), 1 of those being
under 35).

©As part of a programme of actions for gender
equality we analysed human resources indi-
cators in terms of the variable “gender” and
decided to go further into the perception of the
issues (gender equality and reconciling profes-
sional and family life), particularly in opera-
tional positions. Six focus group sessions were
held with 63 employees and managers of the
counter and delivery areas, as well as from the
handling and transport operational areas (30
women and 34 operational managers).

*A European-wide benchmark was conducted
among peers on legislation, actions and mea-
sures taken regarding moral and sexual haras-
sment at the workplace. This situation, appa-
rently invisible, has been identified in various
organisations and countries and is currently a
topic on the agenda of companies looking to
have a more conscious and clear role in the
defence of human rights, equal opportunities
and non-discrimination.

CTT has internal provisions that forbid such
behaviour of harassment and set up a body
in the company to be the “channel” for recei-
ving and handling any cases not in agreement
with the rules in force, including violations of
the Code of Ethics. Proposals have been made



internally and at this point we are addressing
the possibility of introducing clear strengthening
measures, so that the employees feel assured
that the mechanisms for identifying, combating
and eliminating these behaviours are in place
within the company.

The implementation of job creation policies for
disabled persons and the introduction of mea-
sures to support employees who have develo-
ped medical conditions that limit (partially or
fully) the scope of duties they can perform. The
number of workers who has developed a se-
rious medical condition (39 cases) is lower than
in 2009. Disabled employees and employees
suffering from permanent disability total 168
(52% female) and 23 respectively.

Measures have been taken to better suit po-
sitions to incumbents in functional and orga-
nisational terms, so that each employee may
productively and fully contribute, in accordance
with any possible limitation, to the regular per-
formance of their duties. A pilot study started
regarding disabled employees or with some sort
of disability, with restrictions to the full perfor-
mance of their duties, working at the sorting
centre in the south, with a view to determine
their characteristics and improve their functional
integration.

The agreement with CERCI Lisboa — Cooperative
of Education and Rehabilitation of Disabled
Citizens was kept, which provided 16 disabled
youngsters work experiences in the production
area and another one in the administrative
area. Four young people with hearing impair-
ment were also hired and one with some cog-
nitive difficulties was admitted to the company.

The number of foreign employees serving in
the company is 51.

As concerns the distribution of employees per
age group, most are concentrated in the 30 to 50
age group, both of the female and male genders,
with a slight bias towards males (company’s
mean employee age is 43).

The following figure highlights that the majo-
rity of the employees is engaged in the delivery
function, most of them males. The second largest
category is engaged in counter service, where,
contrary to the previous category, these func-
tions are mostly performed by women.

When it comes to senior category, the weight
of female employees is almost the double of that
of men. In relative terms, women are more repre-
sented in higher skill levels. However, based on
Figure 15, it appears that managerial positions
are mostly occupied by men, although this re-
presentation is consistent with the distribution
of employees by gender.
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Female 34.2 33.9

Male 65.8 66.1

Table 18 — Workforce by gender (%)

<30 years 658 490
Male 30 to 50 years 5,742 5,554
»50 years 2,096 2,197
<30 years 371 257
Female 30 to 50 years 2,615 2,570
»50 years 1,425 1,405
Total
(parent company) 12,507 12,473
Table 19- Workforce by gender and age
Senior management
Other 12%
19% Middle
management
4%
Delivery

service
18%

Counter
service
47%
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Other

Senior management
7%
Middle
management
3%

Counter
service
10%

MALE

Delivery
service
61%

Figure 14 - Workforce by management and gender



Focus GROUPS ON GENDER

AN ANONYMOUS QUESTIONNAIRE WAS
DISTRIBUTED, INDIVIDUAL AND COLLECTIVE
ACTIVITIES PROMOTED, AND ISSUES
RELATED TO THE SUBJECT DEBATED.

THE PARTICIPANTS CONSIDERED THAT
THE EQUALITY PRINCIPLE IS PRESENT
IN THE COMPANY; THEY DO NOT FEEL
ANY GENDER DISCRIMINATION. THE
MOST RELEVANT RESULTS INDICATE
THAT 100% HAVE REPORTED EQUAL
OPPORTUNITIES IN ACCESS TO TRAINING
AND LEARNING AND 97% DID NOT FEEL
ANY TYPE OF DISCRIMINATION IN INTERNAL
COMMUNICATION, THOUGH 38% HAVE
SHOWN IGNORANCE ABOUT THE COMPLAINT

PROCEDURES IN CASES OF DISCRIMINATION.

IT WAS CONSIDERED THAT THERE ARE
IMPROVEMENTS TO BE MADE ON WORK-
LIFE BALANCE. THE FOLLOWING WAS
SUGGESTED: FLEXIBILITY IN SCHEDULES
AND FACILITATION IN BOOKING HOLIDAYS,
ESPECIALLY WHEN THE SPOUSE IS ALSO
EMPLOYED. 56% OF THE PARTICIPANTS FELT
THERE SHOULD BE MORE MEASURES TO
ENCOURAGE A BALANCED PARTICIPATION IN
FAMILY ACTIVITIES.

As far as this issue is concerned, the distri-
bution of managerial positions has been stable
during the past two years. Senior management
comprises mostly men — all Management Board
members are male — and at 1°t grade Directors
level, men are almost 60% with a slight upward
trend (0.6%), and women are 40% with a slight
downward trend (0.6%). At 2" grade Directors le-
vel, the trend is reverse, with a slight reduction of
male managers and increase of female managers.

According to the provisions of national labour
law, there shall be no difference in salaries paid
to men and women. However, there has been a
history of wage differentials along the profes-
sional career and for various reasons. These
differentials are unfavourable to women, as can
be seen in the table below. The most significant
difference occurs in female senior managers’
average salary, which can be 27% lower than
that of male.

The difference results primarily from the fact
that women work predominantly in areas of
responsibility more recently created and, at top
management level, have less experience in the
postal sector.

GRI LA13
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50%

40%

30%

20%

10%

0%

Figure 15 — Managers per gender

40.60 40.00  38.90 40.20

0.00 0.00

1%t grade 2"grade  Top management

. Women 2009

Women 2010

Table 20 - Ratio of salaries of men and women by category

Professi 0 Average Average
Category | 4 fomen) | sqeny e
Senior Management 2,016.13 2,570.38
Middle Management 1,441.04 1,439.61
Counter employees 1,054.65 1,126.45
Delivery employees 761.80 848.29

Other 1,018.54 991.74
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ENVIRONMENTAL MANAGEMENT POLICY

CTT’s core business is the establishment, management and operation of the public postal service
infrastructure; the provision of collection, handling, transport and delivery services of documents,
goods and other postal items, national and international; the provision of information services,
networks and electronic services; and the provision of financial services.

CTT’s activity is essentially non-industrial, with relatively low incorporation of input materials (raw
and intermediate inputs) in its supply processes. Its direct ecological footprint is therefore limited. An
empirical comparative analysis using as proxy the greenhouse gas (GHG) emissions allows to estimate
the weight of CTT’s activity environmental impacts is, in relative terms, well below the company’s
contribution to value creation within the national economic and social structure.

CTT Contribution at national level

4.0

3.5

3.0

2.5

2.0

% National

1.5
1.0
0.5

0.0

CTT carbon impact

Figure 16 — CTT Contribution at national level
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The CTT Group Environmental Policy, approved
in late 2007, is a reference to the business. CTT
assumes the environmental component as part
of its strategy and business practice. It serves
as framework for all actions to be developed by
the organization.

In environmental terms, the priorities of the
company are the systematic monitoring of en-
vironmental aspects and impacts of the postal
activity, the rationalisation of consumption, the
promotion of recycling, the increase of energy
efficiency, and the environmental training and
dissemination.

ANALYSIS OF ENVIRONMENTAL
IMPACTS OF PRODUCTS AND SERVICES
PRODUCED BY THE COMPANY

The environmental impacts of the postal sector
relates mainly to its operational activities.

The typical chain of postal activity in CTT
begins at the post office counter (acceptance
and collection of letters and parcels), followed
by processing and conveyance and ends with
the delivery to the addressee at home or at the
counter. Linking together these steps, transport
is provided by a large fleet that connects physi-
cally the various points of the chain.
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From the analysis of CTT Group’s activity envi-
ronmental impacts, we highlight the following as
the most significant, which come from:

depletion of fossil fuel resources through the
consumption of fuel and electricity;

climate change and depletion of the ozone layer
resulting from greenhouse gas emissions and

other air pollutants produced by the activity;

mainly indirect impacts associated with con-
sumption of natural resources (mainly papen);

waste production in buildings;
noise emission.
The analysis of these environmental variables

will be addressed in section 3.2 referring to
environmental reporting.



WE EXCEEDED THE TARGETS SET FOR GREEN PURCHASING

3.1.2 DEFINITION OF ENVIRONMENTAL
STANDARDS FOR SUPPLIERS AND PARTNERS

GREEN PROCUREMENT POLICY

The positioning of CTT in this matter follows
the shareholder’s guidelines, as per the re-
solution of the Council of Ministers (RCM) no.
70/2008, which refers to the RCM no. 65/2008.
In the latter is evident the role of public procure-
ment in the “Sustainable Development Strategy
of the European Union”, with the inclusion of
environmental criteria in public procurement.

To the effect, environmental indicators and
targets were introduced in CTT’s purchasing pro-
cess, the two indicators below being calculated
every six months, reflecting the extent of the im-
plementation of such criteria in the procurement
process. The objective in 2010 was 50% and the
goal was surpassed in both cases.

ICPEco1 indicator (Number of pre-contractual pro-
cedures with environmental criteria) x 100 / (Total
number of pre-contractual procedures) = 66.30%

ICPEco2 indicator = (Value of contracts with
environmental criteria) x 100/ (Total value of
contracts) = 97.0%

Itis important to mention that out of the 1,170
procurement tenders completed with award of
the respective contract, there are some where
environmental criteria are not applicable such as
the renegotiation of contracts and the processes
of low commercial value and small amounts (usu-
ally spot purchases to meet urgent requests).
Environmental criteria are used such as energy
efficiency, reduction of greenhouse gases (GHG),

prevention of emission of pollutants, incorpora-
tion of recycled materials, mitigation of direct
and indirect impacts on conservation, and spe-
cific environmental criteria regarding vehicles,
light bulbs, energy, and computer equipment,
among others.

3.1.3 IDENTIFICATION OF ENVIRONMEN-
TAL OBJECTIVES AND TARGETS

CTT assumes the environmental component
as part of its strategy and business practice,
serving as a framework for all the actions to be
developed by the organisation.

In the year that the issue of biodiversity is
celebrated all over the world, CTT repositioned
the brand by strengthening its alignment with the
global environmental priorities. With the "Earth
Programme" the environment preservation has
become the motto for many of the major actions
in the company. This project includes nearly four
dozen actions related to sustainable marketing/
ecological portfolio, environment management
systems, sustainable mobility, environmental
education, energy efficiency and reduction of
emissions, in accordance with CTT environmental
policy and the commitments on environmen-
tal performance made and announced by the
company. Over the following subchapters one
can find the detail of the actions implemented
in 2010 and still in progress under this project.

The balance of the environmental intervention
of CTT in 2010 is extremely positive, in terms
of quantity and quality. The vast majority of
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targets set for 2010, at the level of management
systems, energy efficiency, consumables mana-
gement, waste management, climate change and
biodiversity have been met, namely:

Start of the implementation of the integrated
management system for quality, environment
and safety at the mail sorting centre located in
the centre, aiming at certification in 2011;

Starting the process of implementing the envi-
ronmental management system and FSC (res-
ponsibility of the value chain) at the subsidiary
Mailtec, also scheduled for completion in 2011;

Reduction of electricity consumption by about
0.3%, below the target;

Start of the work on energy and indoor air qua-
lity certification in 53 CTT own buildings, to be
completed in 2011;

Reduction of fuel consumption by 2.8%, above
the target;

Operational test and purchase of electric vehi-
cles, including electric bicycles and scooters,
and hybrid vehicles (exceeding the target);

Reduction of paper consumption by 0.9%, be-
low the target;

Improvement of methodology of accounting for
consumables with the introduction of a new in-
dicator on the percentage of recycled materials
incorporated in consumed products;

Complying and exceeding the targets of green
purchasing;

Expansion of the waste management systems to
the new building in Lisbon, where all administra-
tive services are and definition of the sampling
process for characterisation and quantification
of waste in post offices and delivery offices;

Increase rate of recovery of waste by 7%;

Issuance of 6 philatelic issues on environmen-
tal matters;

CO, emissions remained relatively stable in
the case of electricity consumption per square
meter and there was a slight increase of 1%
regarding the CO, emissions resulting from the
fuel per km travelled, expressed in standard
indicators;

Participation in the GHG Reduction Programme
of PostEurop and EMMS - Environmental Measu-
rement and Monitoring System (carbon mana-
gement) of IPC - International Post Corporation;

Conducting an assessment study regarding
self-production of renewable energy;

Launching a green portfolio (including mailers
environmental qualification) and a campaign to
reposition CTT image concerning sustainability.

The overall targets are detailed in chapter 5
of this Report. They are valid for all companies
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of the Group and have been transposed into the
existing environmental management systems.

ENVIRONMENTAL CERTIFICATION
ACCORDING TO INTERNATIONAL
STANDARDS

The environmental management systems allow
the identification and evaluation of the environ-
mental impacts associated with the activity and
the subsequent monitoring and management of
consumptions, pollutant emissions and waste
production. The implementation and continuous
improvement of these systems contributes to
meet the annual environmental targets in this
report.

In 2010, CTT kept the environmental certi-
fication of the two largest operational units
of the country, the mail sorting centre in the
north (COC-N) and the mail sorting centre in the
south (COC-S), in accordance with NP EN 1SO
14001:2004 integrated with the certification
by the NP EN ISO 9001:2008. This year, CTT
began by extending the implementation of the
environmental management systems to the 3rd
largest mail sorting centre, located in Coimbra,
where for the first time the company competes
for certification by the triple standard quality,
environment and safety.

CTT Expresso, a company of the Group, has
maintained the certifications on Quality ma-
nagement (1509001:2000), Environment (ISO
14001:2004) and Health and Safety at Work
(OHSAS 18001:2007). EAD also kept the environ-
mental certification according to ISO 14001:2004
and plans the extension of its management
system to OHSAS 18001:2007 in 2011.
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Mailtec started in 2010 to implement an en-
vironmental and chain of responsibility mana-
gement system, aimed at the certification by
the standard 1SO 14001:2004 and FSC (Forest
Stewardship Council).

Tourline Express renewed its quality certifi-
cation and started environmental certification
according to 1ISO 14001:2004.

Objectives 2011

Start of environmental certification of the Mail
Sorting Centre located in the centre (COCC)

Environmental and FSC certification
in Mailtec



3.2 MONITORING OF THE TARGETS SET AND ANALYSIS
OF TRENDS/ENVIRONMENTAL REPORTING

3.2.1 CTT (PARENT COMPANY)

ENERGY

In 2010, CTT consumption of electricity supplied by the public network was 45,372,092 kWh,
equivalent to 163,339.53GJ3. Hence, are presented in the table below, the consumption in GJ for the
period 2008/2010.

In 2010, CTT fleets recorded a total fuel consumption of 5,539,305.71 litres, equivalent to
204,628.71 GJ5 . Emissions generated by air freight and business travel were also recorded and are
reported in subsection “Atmospheric emissions”.

Gas consumption (natural and propane) at national level totalled 117,620m3, equivalent to
4,293.51GJs , in the course of the year 2010.

Table 21 - Power Consumption

2008 2009 2010 A% 09/10

Total consumption of electricity 168,849.21 163,782.01 163,339.53 -0.3
Total fuel consumption 212,281.51 210,508.22 204,628.71 -2.8
Total consumption of gas 8,376.40 9,541.58 4,293.51 -55.0

Total 389,507.12 383,831.81 372,328.86 -3.0

3 Estimate using a conversion methodology of the Greenhouse Gas Protocol CO, for Indirect CO, Emissions from the Consumption of Purchased Electricity,
Heat and/ or Steam vs. 2.0 through conversion factors Compilation of emission factors used in the cross-sector tools
“Does not include subcontracted vehicles

s Estimate based on the Greenhouse Gas Protocol CO, methodology for Emissions from Mobile Source vs. 2.0 through the Compilation of emission factors
used in the cross-sector tools for the different fuels used in the fleet, which were applied to the corresponding consumptions
6 Estimate based on the Greenhouse Gas Protocol CO, methodology for Direct Emissions from Stationary Combustion of the GHG Protocol Initiative vs. 2.0
through the Compilation of emission factors used in the cross-sector tools
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jectives 2011

Internal improvement of the management
application of electricity consumption

Software for improved fuel accounting

Reduction of electricity consumption by 15%
(standard indicators)

Reduction of fuel consumption by 15%

Adherence to the electric mobility national
project, Mobi.e

The reduction of 0.3% in electricity consump-
tion corresponds to 442.48G] and is the result
of energy rationalisation measures detailed he-
reafter. Should the transfer of natural gas con-
sumption for electricity consumption resulting
from the remodelling of the new air conditioning
systems in the mail sorting centres located in the
north and south be accounted for here, than the
reduction would be 1.7%.
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Mail sorting centres, the most environmentally
impacting areas of the whole activity of CTT, were
the target of several initiatives to promote energy
efficiency and reduce consumption.

In the mail sorting centre of the south, located
in Lisbon, the largest CTT facility (in terms of
area, workforce and energy consumption) remo-
delling work of the central heating, which had
started in 2009, was concluded with a positive
impact on energy consumption, given the impro-
ved technology and efficiency of the new system.

Another significant measure for energy saving
and/or increased efficiency of energy consump-
tion was the complete replacement of artificial
lighting in 5000 m2 of the operational area of
the sorting centre. This consisted of installing
lighting armours equipped with high-efficiency
fluorescent lamps and low-power consumption
electronic ballasts. This lighting system is also
equipped with variable centralised commands
according to their respective zones of occupa-
tion. Overall, this substitution allows a saving
up to 2% in total energy consumption of this
facility and improved lighting levels in the res-
pective areas. Following this and other measures
adopted, there was a 9% reduction in energy con-
sumption of this sorting centre when compared
to the previous year.

In October, in Maia, Oporto, the new mail
sorting centre of the north started operating. It
was transferred from Devesas in Vila Nova de
Gaia, to new premises designed and built from



scratch. The new building, with a covered area of
about 20,000 m2, is the second largest of CTT and
is equipped with state of the art energy solutions,
such as: ground heat exchanger (takes advantage
of the soil thermal inertia), modern air conditio-
ning system, skylights for natural lighting, solar
hot water system, centralised management sys-
tem, electric car charging points, pre-installation
for solar photovoltaic system, etc.

The various administrative facilities scattered
around the city of Lisbon were centralised in a
single building in the last quarter of 2010, with
obvious advantages in terms of economies of sca-
le. The building complies with the current energy
requirements and uses advanced solutions in
materials and construction techniques, as well
as in air conditioning and lighting equipment.
The following deserve highlight: centralised
technical management system; air conditioning
system with chillers and heat pumps; elevators
with energy recovery; installation of solar panels
for heating waterin the kitchenettes and lighting
system with the latest technology.

In the framework of the Energy Certification
System implementation process, CTT’s offices
and facilities (more than 1,000) were identified
and characterised. The certification process
covers the largest CTT owned buildings, with a
total area of 103,000 m?, and includes energy
and indoor air quality audits as well as the im-
plementation of measures to rationalise energy
consumption. It will be completed in mid-2011,
having been audited In 2010, the central offices
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and facilities of Lisbon as well as the sorting
centres all over the country.

The effects of these measures are asynchronous
and lagged in time. That is, the gains obtained
at the mail sorting centre of the south were felt
almost since the beginning of 2010, while the
transfer of facilities for the Maia and the new
central building of Lisbon occurred only in the 4th
quarter of the year. Thus its positive effects were
absorbed by the testing and tuning processes of
their electric and heating systems respectively,
which are still in progress. Hence, the net balance
of these processes in 2010 should be close to 0.2
MWh/year, and in 2011 many of these potential
savings will be achieved.

As a result of improvements in the process of
accounting for gas consumption, in 2010 was
determined the natural gas consumption in all
listed facilities of the country and the propane
gas consumption in the mail sorting centres of
the north and centre. In this context, there was
a 55% reduction in the annual gas consumption,
equivalent to 5,248G). This is mainly the result of
the substitution of the HVAC system in the mail
sorting centres of the north and centre, which
now consume only electricity.

The data associated with fuel consumption
by the fleet indicate a reduction in 2010. The
analysis of the previous three years shows there
is a decrease of approximately 2% in the overall
average fuel consumption by the fleet.

GRI EN5
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Conduct an energy audit to the COCN facility Table 22 - Trend in average fuel consumption

Units: /100 km 2008 2009 2010 A% 09/10
Fleet average fuel
consumption (*) 9.2 9.5 9.2

FLEET (*) The indicator was revised for the previous years due to the retroactive update of

At present, CTT operates directly a total of 3,441 vehicles, one of the largest national fleets, to the distances travelled by motorcycles
develop its activity of mail transport and delivery. In addition, certain delivery routes are contracted
to third parties.

Following the 2008-2010 energy rationalisation plan for the heavy vehicles fleet, the proposed ©
measures were implemented, of which stand out the preparation and launch of a tender for the
purchase of 60 heavy duty vehicles, corresponding to about 30% of the fleet, in 2010. The fleet mo-
nitoring measures also proceeded, namely the monthly preparation of indicators for local managers
with relevant information regarding performance (consumptions versus activity), allowing immediate
corrective responses.

Objectives 2011

Obtain energy and indoor air quality
certification for 53 facilities

Table 23 - Vehicles

m 2008 2009 2010 A% 09/10
CTT owned fleet 3,675 3,491 3,441 -
Cleaner vehicles 58 52 119 -

Table 24 - Fleet average age

In 2010, there was a slight deterioration in the overall fleet average age to 3.2 years, as only a limited Type of vehicle Average Age Average Age Average Age
renewal of the same was made. Nevertheless, CTT still has one of the youngest fleets at national level. AT AT A

GRIEN18 GRIEN6

Moped
Motorbike <= 50cc (ou » 45Km/h) 4.0 4.9 5.1
Motorcycle » 50cc (ou > 45Km/h) 2.8 3.7 3.3
Light passengers 1.9 1.4 1.7
Light commercial 2.6 2.2 2.4
Heavy-duty commercial 7.6 8.5 9.5
Overall Average Age 31 31 3.2




It is to be noted that the investment made to
renew the fleet in 2008 and the implementation
of the consumption rationalisation programme
produced visible results, with estimated savings
of approximately 41,550 litres.

Taking into account the rapid development
of transport technologies and the new forms
of green energy, CTT conducted a research to
identify the technological solutions of vehicles
and alternative fuels which best suit the different
types of use in the business.

Hence, CTT purchased and is testing the first
34 electrically assisted bicycles for home postal
delivery. These are the first of a total of 150
bicycles to be purchased, with potential gains
in terms of delivery speed.

Also for the delivery function, 5 electric scoo-
ters were tested, with potential energy gains
resulting from the substitution of conventional
scooters for electric-powered ones.

In addition, 4 light hybrid vehicles were pur-
chased, with a potential consumption reduc-
tion of about 11%. In 2010, were also tested
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four-wheeled light electric vehicles for the deli-
very in urban areas.

Associated with the centralisation of services
in a single building in Lisbon at the end of 2010,
when preparing the transfer, an Action Plan for
Sustainable Mobility of the new workplace was
designed. An individual questionnaire was sent
to all employees involved, which allowed to cha-
racterise their current and expected commuting
patterns given the new location, following which
measures to stimulate sustainable mobility were
identified and partly implemented, as follows:
information on accessibility, public transport
timetables and offer in the area, specific training
module, parking spaces reserved for less pollu-
ting vehicles, charging points for electric vehicles
in the building, free transfer service from the
building to the canteen at the Cabo Ruivo facility
and back.

The company’s position at the forefront of
technological developments will translate into
various environmental benefits associated with
zero emissions and silent operation of these
vehicles power unit.

Associated with CTT’s research of cleaner
technologies, particularly renewable, member-
ship of APVE - the Portuguese Electric Vehicle
Association — was maintained.
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ATMOSPHERIC EMISSIONS
Atmospheric emissions produced by CTT’s

Objectives 2011

() operations are mainly related to road and air
transport of postal items and the gas and elec-
tricity consumption in the facilities.

PY Direct emissions result from fleet fuel con-

sumption, which accounts for 14,737.91 tonnes
of CO,, and from gas consumption at offices and
facilities, which in turn totalled 245.41 tonnes
of CO,.

Purchase of 150 bicycles

Renewal of the heavy fleet with
eco-efficient vehicles

Table 25 - Atmospheric emissions of the fleet (tonnes) 7

Pollutin
2008 2009 2010 2% 09/10

0, 15,649.73 15,156.18 14,737.91 -
CH, 1.26 1.25 1.19 -
N,O 0.13 0.13 0.12 -
NOx 167.23 165.82 161.45 -
(0] 303.07 300.98 283.60 -

COVNM 59.32 58.90 55.59 -
So, 42.82 42.45 41.44 -

7 Estimates based on the Greenhouse Gas Protocol CO, methodology for Emissions from Mobile Source vs. 2.0 through the conver-
sion factors Compilation of emission factors used in the cross-sector tools for the different fuels used by the fleet and applied to
their consumptions.

O
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Table 26 — Atmospheric emissions from natural and propane gas consumption (tonnes) 8

Polluting gases 2008 2009 2010 2% 09/10

co, 539.23 245.41 -54.5
CH, 0.05 0.02 -55.0
N,0 0.00 0.00 -55.4

As far as indirect emissions are concerned, we highlight those resulting from the consumption of
electricity sourced from the public power supply network by CTT facilities, which led to the issuance
of 20,843.94 tonnes of CO,? in 2010, in this case, under the responsibility of electricity producers.

Table 27 — Atmospheric emissions from consumption of electricity (CO, tonnes)

2008 2009 2010 |l 2% 09/10

Electricity Consumption 21,547.03 20,900.40 20,843.94 -0.27

Airtransport of postal items resulted in approximately 8,315.51 tonnes of CO,, which are deemed to
represent indirect emissions, since these sources are managed by third parties. Regarding emissions
from business air trips abroad, they totalled 59.68 tonnes of CO,.

To calculate GHG emissions resulting from air transport of mail and passengers the GHG Protocol
methodologies were adopted and the latest emission factors available taken into account.

Table 28 - Indirect atmospheric emissions 1©

2008 2009 2010 |l 2% 09/10

Air transport of mail 7,813.30 8,714.47 8,315.51 -4.6

Air business trips 16.38 59.68 264.4

8 Estimates based on the Greenhouse Gas Protocol CO, methodology for Direct Emissions from Stationary Combustion of the GHG Protocol Initiative vs.
2.0 through the conversion factors Compilation of emission factors used in the cross-sector tools
9 Estimates based on the Indirect CO, Emissions from the Consumption of Purchased Electricity, Heat and/ or Steam spreadsheet of the Greenhouse Gas
Protocol Initiative.

10 Estimates based on the Greenhouse Gas Protocol tool for mobile consumption vs. 2.0 methodology through the conversion factors Compilation of
emission factors used in the cross-sector tools. Results indicated in 2008 were obtained in conformance with the Carbon Neutral Company methodology.
To facilitate comparison with previous years, in 2010 all the amounts were recalculated according to the above mentioned new technologies which reduce
the final results by about half.
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ECO-EFFICIENT
VEHICLE

Emissions of CO, from air transport of mail
decreased by 4.6%. This reduction is associated
with the decrease of international mail flows in
the 2009-2010 period.

Despite having reduced the total number of
international air business trips in 2010, there
was an increased number of long journeys, which
resulted in an increase in CO, emissions. The value
does account for business domestic air flights.

As in 2009, videoconferencing between
different parts of the country continued to be a
practice (about three hundred videoconferences,

with more than 6,000 participants), with positive
impacts on travel time and transportation costs.
Conference calls/ videoconferencing were also in-
creasingly used in place of international meetings.
In connection with the Mobility Plan of the new
central building, was produced an inventory of emis-
sions associated with journeys of workers to and
from home and work. This was the first approach
of CTT to calculate carbon impacts of commuting
within the company. The amount obtained, about
1.12 ktons per year, gives an order of magnitude
of the importance of the issue.



WE REDUCED DIRECT EMISSIONS BY 4.5%

The following table reports direct emissions of greenhouse gases (GHG) resulting from CTT’s opera-

tions for 2008-2010 and its annual variation.

Table 29 - Greenhouse Gas Emissions 11

2008 2009 A% 09/10

Fleet (tonnes

of CO,eq)
Co, 15,649.73 15,156.18 14,737.91 -2.8
CH, 26.38 26.17 25.04 -4.3
N,O 39.48 39.15 38.06 -2.8
Total 15,715.59 15,221.50 14,801.01 -2
s

Co, - 539.23 245.41 -54.5
CH, 1.10 0.49 -55.0
N,O 0.31 0.14 -55.4
Total 540.64 246.04 -54.5

11 Result obtained by converting polluting emissions into CO,eq from emission factors of CH, e N,O gases.
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On a comparative basis, direct emissions
resulting from CTT’s activity decreased (-4,5%)
from 2009 to 2010.

Indirect emissions, associated with power
consumption at the company’s facilities showed
the same trend, although less pronounced.
Nevertheless, the increase in indirect emissions
resulting from air trips penalises overall emis-
sions associated with subcontracted services (air
transport of mail and business trips).

When total emissions (direct, indirect, own
and subcontracted services — scopes 1, 2 and
3, respectively — as calculated for the moment)
are taken into consideration, there is a decrease
of 2.6% totalling approximately 1,167 tonnes of
CO, over the previous year.

When considering the total direct GHG asso-
ciated with fleet and gas consumptions (scope 1)
and the indirect emissions from power consump-
tion (scope 2), the carbon incorporation of each
postal item equates to 31.89g of CO, equivalent,
maintaining a value almost identical to the
previous year (31.36g). Despite the reduction in
emissions, the decrease in postal traffic (more
severe) accounts for this evolution.

As far as harmful gases for the ozone layer
are concerned, there are controlled records of
incidents in mail sorting centres of Lisbon and
Coimbrawhere occurred occasional small leakage
of fluorinated greenhouse gases (approx. 58.5 kg)
and ozone layer depleting substances (approx.
46.5 kg) used in HVAC equipments of facilities.
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CLIMATE CHANGE

CTT endorses and actively participates in
several programmes and carbon management
measurements both nationally and internatio-
nally, aimed at a better knowledge and inventory
of the carbon footprint in the industry and the
determination of reduction commitments.

Since 2008, CTT participates inIPC’s (International
Post Corporation, a trade association of the 24
largest postal operators worldwide) carbon ma-
nagement programme EMMS - Environmental
Measurement and Monitoring System. In 2010,
CTT obtained the 7th position in the world carbon
proficiency ranking, released by that organisa-
tion. Out of the 11 dimensions evaluated, CTT
ranked first in two: “value chain management”
and “disclosure and reporting”. The operators
involved represent about 80% of the global
postal traffic and committed to specific targets
of 20% reduction of CO, emissions until 2020,
also assumed by CTT.

Together with 13 other major European postal
operators, CTT also participates in PostEurop’s
GHG Reduction Programme. PostEurop, a
Restricted Union of the UPU, a specialised agency
of the UN for the postal sector, promotes this
programme which involves the commitment to
reduce CO, emissions by 10% from 2008 to 2012.
This programme has made a significant contribu-
tion to the process of accounting and reporting
the various operators’ carbon performances and
several improvements have been achieved.

Domestically, CTT participated once more in
the ACGE Index of Climate Responsibility 2010,
with 59 major Portuguese companies and shared
the first place with Sonae Sierra and EDP. This



multi-industry ranking system, which involves
the most representative Portuguese companies,
evaluates theirenergy and carbon performances
management as well as their capacity to meet
climate change challenges.

NoISE OUTDOOR

The most relevant sources of noise directly
attributable to CTT’s operations result from the
mail sorting centres’ operation. These facilities
were subject to acoustic discomfort and outdoor
noise assessments which showed that noise
emissions in the sorting centres (mostly asso-
ciated with the circulation of vehicles) comply
with the provisions of noise general regulations.
Nevertheless, employee awareness actions were
carried out regarding the need to reduce noise.

Objectives 2011

Reduce CO, emissions by 2%, expressed in
absolute and normalised indicators

Participation in PostEurop’s GHG Reduction
Programme and the carbon emissions
management programme of IPC - International
Post Corporation - (EMMS - Environmental
Measurement and Monitoring System)

Improve the carbon inventory (scope 3) — road
and air transport, commuting, etc.

Table 30 - Total water consumption

_ 2008 2009 2010 A% 09/10

Total water n.a
consumption (m3) ’
Value of total water

consumption (€) 261,747.13

63,565 49,409 -22.3

268,930.73 | | 258,857.78 3.7

Water consumption is associated with day-to-day operation of CTT’s offices and facilities,
specifically for human consumption, for occasional watering of green areas and for use in HVAC
equipments, being not among the major environmental impacts of CTT. The supply for human
consumption is made through the public network at all buildings.

In this year’s report, besides the water consumption of administrative services of the Lisbon area
and of the mail sorting centre of the south, were also included consumptions of the mail sorting
centres of the centre and north, which totalled 49,409m3. This value represents the consumption
of the major water consumers at national level.

Within this area, improvements have been made in the consumption inventory and some ratio-
nalisation measures were taken, such as the use of sensors and flow reducers on taps, dual flush
toilets, use of rainwater for irrigation in the new CTT building and in the Maia mail sorting centre,
as well as raising awareness of all employees through the company’s internal communication
means. When compared to last year, reduction in consumption was due mainly to the replacement
at the end of 2009, of the cooling towers of the thermal power station operating at the mail sorting
centre of the south, CTT’s main consumer (-44%, this facility only). A similar measure was adopted
in Maia, with results expected for 2011.
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CONSUMPTION OF MATERIALS

CTT’s production does not require the incor-
poration of intermediate and finished materials
in its supply chain, which makes it a low impact
organisation in terms of material consumption.
However, its operations result in the depletion of
several types of raw materialst2 , namely paper,
of which the consumption reached about 1,158
tonnes, plastic (182 tonnes) and metal (@approxi-
mately 21 tonnes).

As a result of the improvements in the me-
thodology to calculate materials consumption,
more composite products were identified and
accounted for, which are broken down into
different types of raw materials as listed in the
table below. The process is gradually expanding
to more products, which means that the mate-
rials expected to be accounted will continue to
grow in the future, regardless of the evolution
of consumption. As data are now retroactively
updated, inter-annual comparisons are nonethe-
less possible. Following the improvements made
in the quantification system, itis possible for the
first time to report the percentage of recycled raw
materials incorporated in CTT products, which
totalled 9.31% in 2010.

Table 31 - Consumption of materials

Type of material 2008 2009 2010 A% 09/10

Paper (tonnes)

Plastic (tonnes)

Metal (tonnes)

Marking and industrial
inks (Lt.)

Natural fibres
(uniforms)

In general, CTT continued its strategy of dema-
terialisation of products and services to reduce
the ecological impact. Below are indicated the
initiatives carried out in this field:

Actions aimed at reducing paper and consu-
mables consumption by raising employee
awareness;

Renewal of the printers of the new CTT building
and activation, by default, of two-sided and
multi-page printing features;

Replacement of printing and physical archiving
of the lists produced by the computer system
used by the post offices with a fully compute-
rised system;

Adoption of new technology in digital franking
machines and launching of a campaign to boost
the service, which incorporates procedure op-
timisation and reduction of energy costs. The

12 The reported figures were obtained from an analysis of the company’s purchases made through e-procurement.

1,313 1,168 1,158 -0.9
191 158 182 15.4
10 11 21 81.2
n.a 26 22 -14.8
n.a 41 24 -42.6

digital franking machines allow remote control
and charging (via Internet);

Implementation of a payment service by refe-
rence number for companies operating in the
e-commerce area, receiving communication on-
line regarding payments due, which eliminates
the use of paper.

bjectives 2011

Reduce paper consumption by 15%

03



SUSTAINABLE MARKETING

CTT proceeded its products and services in-
novation strategy, aiming at reducing its envi-
ronmental impact.

Under the current repositioning of the CTT
brand, which is based on environmental sustai-
nability, a range of green products and services
was launched - the Eco portfolio to meet the
consumer needs.

Correio Verde (translated as green mail) was
renovated in the light of ecological concerns,
introduces new formats and packaging produced
with recycled materials and eco-friendly inks.
These preserve the paper and cardboard natural
colour and reduce the amount of ink used in the
supports. At the same time, the notion of reuse
was introduced in some of the models for sale.
In addition, a carbon offsetting system was also
adopted. Thus, Correio Verde actual emissions
are offset by purchasing an equivalent amount of
carbon credits originated in the forest area mana-
ged by CarbonoZero, at Tapada Militar de Mafra.

An eco range was also created for Direct Mail
products, which takes into account various en-
vironmental requirements regarding addressing
databases, environmental certifications, use
of sustainable resources and recycled and/or
recyclable materials. Customers are subject to
a qualification process and if they comply with
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the stipulations, they have access to lower rates
and are authorised to use the CTT Green Merit
symbol, which certifies that the message is more
“environmentally friendly”. This programme is
addressed to the business segment and aims
to promote the sustainable production of mail,
having already been adopted by a number of
major customers.

In both cases, Correio Verde and DM Eco,
labelling began to include information on waste
management.

The brand repositioning campaign involved
several communication actions, of which stands
out the carbon neutral advertising film CTT Consigo
(CTT with you/CTT | can), starred by CTT em-
ployees. This film was broadcasted in national
television channels and was the starting point
of the external communication action for the
general public. Advertising spots were also
broadcasted on radio stations and displayed in
outdoors across the country.

With this campaign CTT was ranked 1st in
the category Best International Communication
Event — Single Event for the production of the
film CTT Consigo.

All actions carried out in this field can be found
on the CTT Consigo website:
http://www.cttconsigo.com/.

Environmental management @




WASTE MANAGEMENT

With regard to the management of waste
generated in buildings, the company sorts and
forwards its waste for recycling or reuse in order
to maximise the respective rate of recovery.

CTT reported the annual amounts of waste & The following table displays the different types
produced at its 11 largest facilities through of waste produced in the mail sorting centres,
the integrated data capturing system of the office buildings and undeliverable mail warehou-
Portuguese Environment Agency — SIRAPA. se, and their quantification.
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Table 33 — Waste per hazard risk and destination

[ Hazardous waste ][ 3.36 ][ 0.02 ]-
(Non-hazardouswaste][ 757.23 ]( 181.06 ]-

( Total ) 76059 ) 18108 ]-
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Table 32 - Waste by type

Pressure vessels (aerosols) (*) 0.08 Recovery

0 0 160 - Recovery

1.46 0 oL Recovery

0.55 0.075 0.14 827 Recovery

028 01 014 390 Recovery

0 0 264 - Recovery

n.a o 009 - Recovery

66.28 10838 277.72 1562 Recovery

145.49 341.94 355.96 41 Recovery

0.1 1.49 797 Recovery

19.26 8.4 1550 Recovery

3042 14.27 468 Recovery

0.06 0.07 -89.7 Disposal

0.01 0.01 107.6 Disposal

228 31.45 143 Recovery

n.a 0.054 ""1,643.0 """ Recovery

0 0o o28 LT Recovery

0 0o 200 T Recovery

0.05 0.15 307 Recovery

503 0.86 72,5012 Recovery

4.823 5.16 823 Recovery

3.41 18.44 181 Recovery

Sundry waste 239.51 188.76 181.06 41 Disposal
Total 539.55 719.61 941.67 30.9

Note: Designations pursuant to the European Waste List, including the (*)
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The types of waste produced by CTT vary,
depending on the activities undertaken in the
different buildings. Administrative service buil-
dings, post offices and postal delivery offices
produce usually urban-like waste. Mail sorting
centres, given the nature of the activity to be
more industrial, produce other types of waste.

The increase in waste production was mainly
due to the renovation works undertaken in mail
sorting centres, the closure of a warehouse, the
increased use of wooden pallets by customers
and the improvement of the accounting process.
Unsurprisingly, paper accounts for the majority
of recyclable waste.

For the new headquarters a waste manage-
ment system was also designed, which includes
selective collection on all floors and is equipped
with a pneumatic system consisting of suction
pipes that carry waste from its origin to the waste
sorting centre.

In the premises assessed (mail sorting centres
and administrative facilities) there was an increa-
sed rate of waste recovery, which went from 74%
in 2009 to 81%in 2010. This increase is the result
of the implementation of good environmental
practices and employee awareness campaigns
for the need to sort recyclable waste, which led
to a decrease in the production of sundry waste
despite the overall increase in waste.

There is an ongoing inventory of waste produc-
tion and possible expansion of the current waste
management systems to post offices and postal
delivery offices.

In 2010, CTTjoined the Sociedade Ponto Verde
(Green Point Society), which manages the waste
resulting from non-reusable CTT packaging on
sale at the post offices using its own integrated
waste management system for packages.

SoiL/EcoLoGY

The impact on soils is associated with the
size and location of CTT’s offices and facilities,
typically located in urban areas. There is no know-
ledge that CTT develops business or operations
in offices or facilities located in protected areas
orin areas of a high biodiversity value.

The postal activity may have a significant
effect, though indirect, on the environment and
biodiversity. The production of most postal items
is based mainly upon the use of paperand conse-
quently in its raw material, trees, mostly through
large amounts of paper consumed by customers.
However, an important part of such raw material
comes from sustainable forests.

MANAGING IMPACTS ON BIODIVERSITY

Since 2007, when CTT signed an agreement
with the Institute for Nature Conservation and
Biodiversity, the company set as objective to
assess the impact of its activity on biodiversity,
the adoption of measures that tend to minimise
negative impacts and maximise the positive
ones, and the development of its internal and
external communication on this subject.

In 2009, CTT started to participate in the Print
Power Programme, launched in 11 European
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countries by the main actors in the paper indus-
try among which are the postal operators. In its
environmental aspect, this programme’s goal is
to promote the responsible production and use of
printing and paper in a multi-channel framework.

Following the tradition of decades of publica-
tion of stamps and other philatelic items asso-
ciated with environmental topics, CTT produced
in 2010 six new issues of stamps related to
the environment, including biodiversity, with
the following themes: “Fishing Eagles”, “2010
International Year of Biodiversity”, “50 Years of
Madeira Botanical Gardens”, “50 Years of the
Hydrographic Institute”, “Marine Invertebrates
of Azores” and “School Mail — CTT protects the
Environment”, a total of 4.3 million stamps. CTT
intends to maintain this practice, since philately
is a privileged channel to raise environmental
awareness, as there are thousands of collectors
all over the world, regular buyers of stamp
collections, who convey detailed information on
each subject.

The 2010 CTT Year planner, of which 6,000
copies were made, was also dedicated to the
International Year of Biodiversity, appointed by
the United Nations for 2010 as a way to draw
attention to the need to preserve the variety of
life forms on Earth.

CTT has also participated directly or through
agreements with Environmental Non-Governmental
Organisations (ENGOs) in reforestation actions
with indigenous species, for carbon offsetting.
In 2010, an environmental corporate volunteer
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action was carried in cooperation with Quercus-
-a counter-footprint project called “Planting
Woods” — in order to support the reforesta-
tion of the Montejunto Mountain. This involved
the plantation by CTT employees of 750 trees
(strawberry trees, chestnut trees, oaks, ashes,
laurel trees, goat willows and clethra arbora aiton).

In turn, the Tapada de Mafra project related
to the offsetting of emissions associated with
Correio Verde, consists of the reforestation of
an area burned in 2003 and aims to increase
the resilience of populations to fire condition,
enhance the diversity of the forest of Tapada
de Mafra, improve the quality of its landscape,
reduce the risk of erosion, increase the area
of shadow, and reduce the wind speed. These
aspects are particularly important given the
proximity of the coastline. Maritime pines and
stone pines were planted, as well as oak trees
and various deciduous hardwoods.

To note also that all postage stamps and meu-
selo personalised stamps began to be produced
with more eco-friendly materials.

In 2010, CTT sponsored the reforestation pro-
gramme of the hills of Madeira and the Ecological
Park of Funchal, and the Barn Project (birds of prey).



53 BUILDINGS WITH ENERGY CERTIFICATION

Objectives 2011

Protocol with environmental association for
reforestation projects

Participation in the European project Print Power
to promote responsible production and use of
printing and paper
Issue of a Postcard made of cork
4 thematic philatelic issues
Certification of WWF and PEFC stamps material

Philatelic issue made of cotton paper

Edition of the forest year planner

TRAINING AND RAISING AWARENESS

Training on different areas of sustainable de-
velopment were held for 175 CTT employees over
1,195 hours. The topics were as follows: standard
ISO 14001:2004, environmental policies and
good practices, quality and environment inte-
grated management systems, recycling, energy
consumption and indoor air quality, among others.

The relocation to the new headquarters in
Lisbon was preceded by a training in e-learning
format addressed to about 1,500 employees. It
focused on aspects such as energy rationalisa-
tion, sustainable mobility and waste manage-
ment. Articles on environmental issues are often
published in various internal communication
means as the magazine Aposta, with a monthly
circulation of 50,000 copies, and the electronic
newsletter “D+0”, sent to 4,000 CTT internal
recipients.

In 2010 was first published, a thematic issue
of the magazine Aposta entirely dedicated to
the environment and produced with less harmful
materials for the environment.

Within CTT’s environmental repositioning, a
carbon calculator was developed and housed
in CTT Consigo micro-website, which allows to
simulate the effects of changing behavioural and
consumerism patterns.
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FINES AND NON-MONETARY SANCTIONS FOR NON-
-COMPLIANCE WITH THE LAW

In 2010 no fines or non-monetary sanctions
for failure to conform to legal requirements on
environmental issues were applied to CTT.

ENVIRONMENTAL INVESTMENT

During the course of 2010, investment has
been made forthe protection of the environment,
in order to improve its environmental performan-
ce in various fields, as follows:

Audits conducted on Integrated Quality and
Environmental Management Systems at a cost
of 5,579 Euros;

Hiring a service to measure environmental acous-
tics and discomfort at the mail sorting centre of
the centre, at a total cost of 869 Euros/year;

Hiring a service of systematic evaluation of
legal compliance with environmental require-
ments applicable to CTT, at a total cost of 2,479
Euros/year;

Project to fully replace artificial lighting in 5,000
m2 of the operational area of the mail sorting
centre of the south, for about 140,500 Euros;

Advertising campaigns on environmental issues
at a cost of 1.3 million Euros;

Certification of energy and indoor air quality
at 53 offices and facilities for an amount of
169,520 Euros.
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ADVERTISING
CAMPAIGNS
ON ENVIRONMENTAL
ISSUES AT A COST OF
1.3 MILLION EUROS



Environmental management @
3.2.2 ENVIRONMENTAL MANAGEMENT — SUBSIDIARY COMPANIES

°P

cttexpresso mailtec
2009 2010 A% 09/10 2009 2010 A% 09/10
@ o
ENERGY CONSUMPTION (GJ)
@ o
Total electricity consumption 12,593.85 13,359.09 6,1 10,880.32 10,292.04 -5.4
Total fuel consumption 18,274.87 15,986.31 -12.5 2,948.64 3,340.87 13.3
Total natural gas consumption 300.45 303.14 0.9 - - -
@ o
° DIRECT ATMOSPHERIC EMISSIONS (CO,TONS) °
Vehicle fleet 1,319.63 1,154.25 -12.5 212.43 240.44 13.2
Natural gas 16.86 17.01 0.9 - - -
@ o
® TOTAL DIRECT ATMOSPHERIC EMISSIONS (CO, EQ. TONNES) °
Vehicle fleet 1,325.02 1,158.98 -12.5 213.33 241.48 13.2
Natural gas 16.90 17.05 0.9 - - -
@ L J
INDIRECT ATMOSPHERIC EMISSIONS (CO, EQ. TONNES) o
@ ® O
Electricity 1,607.12 1,704.77 6.1 1,388.45 1,313.38 -5.4 =
@ ®
WATER CONSUMPTION (m3) =
@ ®
Water 10,261 12,315 20.0 6,022.96 4,707.00 -21.9 =
@ ®
CONSUMPTION OF MATERIALS z
@ ®
Paper (tonnes) 44.69 46.15 3.3 1,011.00 721.66 -28.6 =
Plastic (tonnes 107.10 140.70 31.4 5.19 21.46 313.5 3
Metal (tonnes) 2.20 2.10 -4.5 - - - =
Lubricants and oils (L) 93.00 16.00 -82.8 ::-
Marking paint and others (industrial) 79.00 36.00 -54.4 - - - =
Natural and synthetic fibres (ton) 2.90 4.50 55.2 0.04 0.03 -25.0 g’
(o, -
Table 34 — Summary of environmental performance of subsidiary companies 5
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PRODUCTION OF WASTE (TONNES)

Natural and synthetic fibres

Paints

Lamp bulbs - (no. of units)
Computers (no. of units)

Toners and cartridges (no. of units)
Industrial oils (Litres)

Wooden pallets

Paper and cardboard

Oil (Litres)

Batteries

Plastic and metal (containers)
Plastic (seals+trays+film wrap+bags and containers)
Hospital waste

Organic waste

Hazardous waste

Solvents

Scrap

Marking paint and others (industrial)
Glass

Sundry waste

INVESTMENT AND/OR EXPENDITURE (EUR)

Investment and/or expenditure

2009

0.88

40.00
0.56 (ton)
0.48

0

1.05
131.33

0.07
n.a.
23.46

n.a.

40 (L)
2.34

n.a.
n.a.

4,898

cttexpresso
2010 A% 09/10
1.29 46.6
0 n.a.
80.00 100,0
0.62 (ton) 10.7
0.86 79.2
0 0
0.71 -32.4
118.00 -10.2
0 n.a.
0.05 -28.6
n.a. n.a.
24.18 3.1
n.a. n.a.
0 n.a.
56 (L) 40.0
0.58 -75.2
0 n.a.
n.a. n.a.
n.a. n.a.
11,658 138.0
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mailtec

2009 2010

- 23,731

A% 09/10

n.a.
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TOURLINE

Environmental management Q

2009 2010 A% 09/10 2009 2010 A% 09/10
@ o
ENERGY CONSUMPTION (GJ)
@ o
Total electricity consumption 5,343.56 5,270.28 -1.4 1,023.06 1,025.62 0.3
Total fuel consumption 6,331.71 5,734.81 -9.4 1,363.17 1,602.86 17.6
Total natural gas consumption - - - -
{ o
® DIRECT ATMOSPHERIC EMISSIONS (CO,TONS) °
Vehicle fleet 457.61 414.47 -9.4 98.43 115.82 17.7
Natural gas - -
{ o
® TOTAL DIRECT ATMOSPHERIC EMISSIONS (CO, EQ. TONNES) °
Vehicle fleet 459.46 416.14 -9.4 98.83 116.29 17.7
Natural gas - -
@ o
® INDIRECT ATMOSPHERIC EMISSIONS (CO, EQ. TONNES) °
Electricity 681.90 672.55 -1.4 130.55 130.88 0.3
@ o
WATER CONSUMPTION (m3)
[ o
Water 4,900.00 90.1 2,905.00 1,972.00 -32.1
{ o
CONSUMPTION OF MATERIALS
@ o
Paper (tonnes) 117.00 120.40 2.9 0.2 0.5 59.7
Plastic (tonnes 176.20 205.79 16.8
Metal (tonnes) - -
Lubricants and oils (L)
Marking paint and others (industrial) - - -
Natural and synthetic fibres (ton) 4.90 5.08 3.7
(o, O
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Environmental management @

TOURLINE

2009 2010 A% 09/10 2009 2010 A% 09/10

PRODUCTION OF WASTE (TONNES) ?
Natural and synthetic fibres - - - - - -
Paints 0 0 0 - - -
Lamp bulbs - (no. of units) - - - 0.01(ton) 0 -100.0
Computers (no. of units) - 20 n.a. 125 (ton) 42 (ton) -66.4
Toners and cartridges (no. of units) - - - 35 (ton) 4 (ton) -88.6
Industrial oils (Litres) 0 0 0 - - -
Wooden pallets - - - - 242 n.a.
Paper and cardboard - - - 91 292 220.9
0il (Litres) 0 0 0 - - -
Batteries - - - - 2 n.a.
Plastic and metal (containers) - - - 0.03 0 -100.0
Plastic (seals+trays+film wrap+bags and containers) - - - - - -
Hospital waste 0 0 0 - - -
Organic waste - - - - - -
Hazardous waste - - - - - -
Solvents - - - - - -
Scrap - - - 0.55 4 627.3
Marking paint and others (industrial) 0 0 0 - - -
Glass - - - - - -
Sundry waste - - - n.a. n.a. n.a.

 J

INVESTMENT AND/OR EXPENDITURE (EUR) °
Investment and/or expenditure - - - 2,000.0 3,750.0 87.5

®
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Environmental management Q

postcontacto payshop
2009 2010 A% 09/10 2009 2010 A% 09/10
@
ENERGY CONSUMPTION (GJ)
@ o
Total electricity consumption n.a. n.a. n.a. n.a. n.a. n.a.
Total fuel consumption 2,337.30 2,263.10 -3.2 760.48 988.53 30.0
Total natural gas consumption - - - -
@ o
® DIRECT ATMOSPHERIC EMISSIONS (ToN CO,) °
Vehicle fleet 168.92 163.56 -3.2 54.96 71.44 30.0
Natural gas - - - - -
@ o
® TOTAL DIRECT ATMOSPHERIC EMISSIONS (CO, EQ. TONNES) °
Vehicle fleet 169.60 164.22 -3.2 55.18 71.73 30.0
Natural gas - - - -
@
® INDIRECT ATMOSPHERIC EMISSIONS (CO, EQ. TONNES) °
Electricity n.a. n.a. n.a. n.a. n.a. n.a.
@
WATER CONSUMPTION (m3)
@ o
Water n.a. n.a. n.a. n.a. n.a. n.a.
@ o
CONSUMPTION OF MATERIALS
@  J
Paper (tonnes) 2 2 0 0.94 0.94 0
Plastic (tonnes - - - -
Metal (tonnes) - - - -
Lubricants and oils (L) - - - -
Marking paint and others (industrial) - - - -
Natural and synthetic fibres (ton) 0.20 0.20 0 - - -
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Environmental management @

post contacto ) payshop

2009 2010 A% 09/10 2009 2010 A% 09/10
PRODUCTION OF WASTE (TONNES) ?
Natural and synthetic fibres
Paints
Lamp bulbs - (no. of units)
Computers (no. of units)
Toners and cartridges (no. of units)
Industrial oils (Litres)
Wooden pallets
Paper and cardboard
Oil (Litres)
Batteries
Plastic and metal (containers)
Plastic (seals+trays+film wrap+bags and containers)
Hospital waste
Organic waste
Hazardous waste
Solvents
Scrap
Marking paint and others (industrial)
Glass
Sundry waste
L J
INVESTMENT AND/OR EXPENDITURE (EUR) °
Investment and/or expenditure
o
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Environmental management @

cttgest

2009 2010 A% 09/10 2009 2010 A% 09/10
@  J
ENERGY CONSUMPTION (G)) C PRODUCTION OF WASTE (TONNES) o
@ ® ©  J
Total electricity consumption n.a. n.a. n.a. Natural and synthetic fibres - - -
Total fuel consumption (1) 377,16 146,844.73 38,834.5 Paints - - -
Total natural gas consumption - - - Lamp bulbs - (no. of units) - - -
C 9 Computers (no. of units) - - -
® DIRECT ATMOSPHERIC EMISSIONS (Ton CO,) ° Toners and cartridges (no. of units) B i 3
Vehicle fleet 27.26  10,612.98  38,834.5 Industrial oils (Litres) - . -
Natural gas - - - Wooden pallets - - -
[ O Paper and cardboard - - -
® TOTAL DIRECT ATMOSPHERIC EMISSIONS (CO, EQ. TONNES) ° 0il (Litres) ) i )
Vehicle fleet 2737 10,655.71  38,834.5 Batteries - - -
Natural gas 3 . N Plastic and metal (containers) - - -
[ 9 Plastic (seals+trays+film wrap+bags and containers) - - -
® INDIRECT ATMOSPHERIC EMISSIONS (CO, EQ. TONNES) ° Hospital waste } B )
Electricity n.a. n.a. n.a. Organic waste - - -
o 0 Hazardous waste - - -
® WATER CONSUMPTION (Mm3) Py Solvents - - -
Water n.a. n.a. n.a. Scrap - - -
® ) Marking paint and others (industrial) - - -
® CONSUMPTION OF MATERIALS ° Glass . . .
Paper (tonnes) 0.08 0.07 125 . Sundry waste - - . .
Plastic (tonnes ) i INVESTMENT AND/OR EXPENDITURE (EUR)
Metal (tonnes) - @ o
Lubricants and oils (L) - Investment and/or expenditure - - -
Marking paint and others (industrial) - O ®
Natural and synthetic fibres (ton) -
c o (1) The deviation is related to the increase in the number of vehicles regarding the

previous year and to the increase of closed circuits.
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Based on data from the table above, we
present below some comments that help to
understand the environmental performance of
Group companies.

cttexpresso

ENERGY

Throughout 2010, CTT Expresso increased the
number of facilities. It has now 2 more facilities (in
Coimbra and in Vila do Conde), having registered
an increase (6.1%) in the electricity consumption
from the public network. Besides, there was
a traffic increase and the implementation of a
new HVAC equipment in the automatic logistics
warehouse.

The consumption of energy from fuel decreased
(-13%) regarding the previous year. This reduction
results from the measures taken to rationalize
energy consumptions.

Consumption of natural gas slightly increased
(0.9%). The natural gas is used at the Coimbra
sorting centre, mainly to heat the premises. It is
alsoused, butto a lesser extent, to heat water for
a short period throughout the year.

In order to improve energy efficiency and ra-
tionalize energy consumption, the company im-
plemented a number of energy-saving measures,
namely the installation of illumination sensors lo-
cated on the roof, automatic switches at WCs and

kitchens inside the MARL building; introduction of
electric power and voice activation system to PCs
in the delivery area of the Lisbon sorting centre
(enabling equipment mobility) and implementa-
tion of lighting control system for motion detection
in some areas of the headquarters building and of
the Pinheiro de Fora sorting centre (OPL).

CTTExpresso owns only one of the 13 buildings
where it operates. This building and two rented
ones (3 in total) had energy and indoor air quality
certification in 2010.

FLEET

CTT Expresso’s fleet comprises 31 vehicles
(12 heavy-duty commercial vehicles and 19 mo-
torcycles) directly owned and 190 vehicles run
on operating leases (72 light passenger vehicles
and 118 light commercial vehicles).

The fleet of CTT Expresso is used for the acti-
vities of transporting products and other goods
or raw materials, as well as workers, causing
significant impact on the environment. In order
to reduce consumptions and the inherent impact
of these activities, the company took some mea-
sures, namely the adaptation and redesign of the
fleet network/routes and the use of alternative
fuels, or additives, training and awareness raising
and disclosure of performance/fuel control (l) to
workers.

WATER

Water consumption increased (20%) due to
the opening of 2 new centres (Vila do Conde and
Vialonga) and to the use of watering system in
one more OLX garden.
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CONSUMPTION OF MATERIALS

The paper consumption increased by about
3%, essentially due to the increased traffic and
to the emergence of new customers.

The consumption of plastics increased by
about 31% regarding the previous year. This
increase is associated with the increased traffic
and the use of one more palletising machine at
the OMM.

WASTE MANAGEMENT

The waste generated is managed and directed
to waste management operators licensed to that
effect.

ENVIRONMENTAL INVESTMENT

In 2010, the company invested 11,658 Euros
to improve its environmental performance. This
included the installation of twilight sensors, mo-
tion detectors, payment of waste forwarding rates
towards final disposal and payment of fees descri-
bed in laws in force and applicable to the activity.
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0
mailtec

ENERGY

Power consumption decreased by 5% from
2009 to 2010.

In turn, Mailtec’s fleet fuel consumption in-
creased by 13% when compared with the con-
sumption of the previous year.

FLEET

The Mailtec Group owns 5 light commercial
vehicles used in the logistics operations, with
consequentimpact on air pollution and depletion
of energy resources.

WATER

Water consumption is associated with the daily
functioning of the premises. This year there was a
decrease in the water consumption (22%).

CONSUMPTION OF MATERIALS

Paper consumption decreased by about 29%.
The creation of new products and services,
namely the Easyprint service, and customization
of statements with colour printing have contri-
buted to reduce the range of materials which,
in conjunction with a stricter stock control and
enhanced warehouse management, has allowed
a gradual reduction in raw material stock levels,
decreasing paper consumption.



WASTE MANAGEMENT

Waste is separated and collected by licen-
sed waste management operators for recycling
purposes.

Toners are regularly collected by the respective
supplier of the printing equipment in conformance
with the terms of the outsourcing contract.

ENVIRONMENTAL INVESTMENT

In 2010, an investment of €23,731 was made,
associated with the implementation of the envi-
ronmental management system and FSC (Forest
Stewardship Council).

ENERGY

In 2010, electricity consumption slightly increa-
sed (0.25 °/o).

Regarding the fuel consumed by the EAD fleet,
there was an increase of about 18%, comparing
with the consumption of the previous year. This
increase reflects the acquisition of new vehicles
to meet the business development.

This resultis mainly due to the implementation
of awareness campaigns aimed at reducing
consumption. Of these, deserve highlight the
increased use of natural light while avoiding
the use of electricity, keep doors and windows
closed when the air conditioning is running, and
turn off equipment when these are not to be used
for long periods of time.

FLEET

Although the fleet of EAD is not large, it has its
impact. As such, it is analysed according to the
environmental impact evaluation implemented
within the company. Good practices have been
implemented, among which stand out the res-
tructuring/optimization of the documentation
distribution or collection routes, and the eco-
-driving training.

WATER

There was a 32% reduction in water consump-
tion, as a result from the implementation of ra-
tionalization measures. Among others, stand out
theinstallation of economic taps and flowmeters
aswell as training and communication actions on
best practices to all employees.

WASTE MANAGEMENT

The waste generated is directed to licensed
operators. The increased production of paper
waste was mainly due to increased elimination
of customers’ archives; regarding the increase
in the metal waste and scrap, it is related to the
dismantling of archiving cupboards.

ENVIRONMENTAL INVESTMENT

The company made an investment of about
€3,750. This amount covers expenses concerning
follow-up audits and the establishment of a bank
guarantee (environmental insurance) in accordance
with law-decree DL 147/2008 of July 29.
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EAD CREATED AN
ENVIRONMENTAL KIT FOR QUICK
AND EFFECTIVE USE IN SMALL
ECOLOGICAL ACCIDENTS THAT
MAY HAVE ENVIRONMENTAL
IMPACT. OF THESE, ARE
EXAMPLES SPILLS OF OILS AND
DERIVED PRODUCTS OR OF
CHEMICAL LIQUID PRODUCTS.
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ENERGY

In 2010, there was a decrease in the electri-
city consumption (1.4%), due to the awareness
activities implemented by the company. In what
concerns fuel consumption by the Tourline fleet
there was also a 9.4% decrease compared to the
previous year, mainly due to a decrease in traffic.

Tourline began the process to obtain certifica-
tion according to 1ISO 14001:2004 standard. In the
future, this process will allow the improvement
of environmental reporting of its activity, namely
concerning the control of performance indicators.

WATER

In 2010, water consumption was of 4,900 ms3.
The values previously reported were based on
estimations.

CONSUMPTION OF MATERIALS

During the course of 2010, Tourline Express
renewed its express service, it is faster (830
service) in order to integrate biodegradable
materials in the composition of the packaging.

FINES AND NON-MONETARY SANCTIONS FOR NON-
COMPLIANCE WITH THE LAW

In 2010, Tourline express received a fine in the
amount of 120 Euros.
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CTT Expresso

* To provide businesses and individuals with fast and secure collection and express
delivery of goods and documents, domestically and abroad, offering in addition,
integrated logistics solutions with information in “real time”

* To maintain market leadership through the performance of an effective and
motivated team that is customer-oriented, ensuring the quality and efficiency of
the services provided

©100% held by CTT

* Board of Directors

© Executive Committee
© General Assembly

© Statutory auditor

© Remuneration Committee

The parent company acts as Shareholder through the following mechanisms:
© Sharing Board Directors

® Monthly control meetings

© Monthly meetings of the Board
© Control of the Group”s plan

© Regular financial monitoring

* Verification of compliance with Group rules and regulations
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Subsidiary companies @

© Collection, processing transport and delivery of documents and other postal
services as well as complementary services in the field of logistics, developed
in the CEP market (Courier, Express and Parcels), in Portugal and abroad

* Two major business segments: contractual/businesses and occasional /
/businesses and individuals

®In the contractual area, is a specialist in certain business sectors: banking,
insurance, telecommunications and footwear. Firm commitment to these
niches with a clear vision of the future, while equally tapping into other new
business areas

* When providing occasional services, it endeavours to benefit from Group synergies
by maintaining a close relationship with the CTT retail network, to promote the
awareness and sale of the company’s products to occasional customers

The express sector has shown levels of growth above the market average in the
last few years. However, it is anticipated a slowdown in the coming years with
the closure of companies, pressure on prices, changes to more dilated delivery
standards, traffic reduction and an increasingly aggressive competition.

To face the current economic context, CTT Expresso has developed the following
strategies:

© Evaluation and adjustment of internal processes, in order to maximize
profitability and control of costs, orienting all activities to customers

© Strong engagement, encouraging the active participation of all stakeholders:
employees, suppliers, subcontractors and shareholder

© Continued focus on quality of service, providing innovative solutions and
information to the customers

© Offer of complementary services to the business of transporting urgent
deliveries, through the strengthening of expertise in specific sectors of the
market, flexibility and customized solutions required by customers

© Investment in technology and innovation

© Operating income: 91,090
© EBITDA: 13,233




© EMS scheduling

© Today Azores

© 2" scheduled delivery

© Return of signed document
*SMS

Other products

http://www.cttexpresso.pt/fecewcm/wcmservlet/empresasctt/cttexpresso/homepage.html

Regarding the customer relations management, CTT Expresso kept making large
investments in this area, namely in what concerns the pre and post-sales service
(dedicated sales team and customer service) and market research, aiming at the
customers satisfaction with a clear commitment to quality of service.

* Enhancement of the quality of service, taking into account the increase in traffic
from 2009 to 2010 of 3%:
Evolution of the indicator “appointed day”
2007 2008 2009 2010
Dayone 98.8% 97.9%  98.4%  98.5%
Variation -0.9% 0.5% 0.1%
Evolution of the indicator “appointed time”
2007 2008 2009 2010
Dayone 96.7% 96.8% 97.3%  97.5%
Variation 0.1% 0.5% 0.2%

© Annual customer satisfaction survey — 4.22 on a scale from 1 to 5
* No. of complaints — 80,433

© Most frequent reasons: location of the items, settlement of the value for collection
(COD), lack of notice/notification to the customer to collect the item

© Amount of compensation — 349.9 thousand Euros
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Human resources are laid on a flexible structure,

adjusted to the activity and the market. @ Women 26%

@ Men74%
* Total workforce: 725
* Training: Total hours/year: 8,675

* No. of occupational accidents and of days lost: 96 and
934 respectively

© Absenteeism rate: 3.4%

* Sponsoring of the trip Oporto-Pristina (Kosovo) through the provision of logistical
support, clothing and packages for travellers and packages with numerous offers
for the military in peacekeeping mission in that country

* “Help Madeira”, conveying and distributing shipments with essential goods to
help the victims of the catastrophe

* Delivery of food at the MARL Food Bank

© Participation in the annual CTT Group solidarity initiative “Adding to divide”

©15S0 9001
©1S0 14001
© OHSAS 18001

© “Gold Level” award in the UPU EMS Certification Awards, for the high quality
performance in 2009. The first EU operator do be awarded this prize.

* The campaign “Commitment” was awarded two Lions (gold and silver), in the
media section of the Cannes Advertising Festival

© Adherence to the principles of Global Compact



http://www.cttexpresso.pt/fecewcm/wcmservlet/empresasctt/cttexpresso/homepage.html

CTT Gest

Provision of advisory services and corporate management, including logistics,
administrative and human resources as well as buying, selling and leasing of
machines for processing, transport and delivery

©100% held by CTT

© Board of Directors
© General Assembly

© Statutory Auditor

The parent company acts as Shareholder through the following mechanisms:
© Sharing Board Directors

© Monthly control meetings

© Monthly meetings of the Board

© Control of the Group’s plan

© Regular financial monitoring

* Verification of compliance with Group rules and regulations

© Advisory services and business management for the Group

© Management of outsourced contract for ground handling of airmail
at Lisbon’s Airport

* Studies of strategy and business development for the Group
© Management of investments

© Ensure the outsourcing of transportation and delivery of postal items

© Operating income: 7,762
© EBITDA: 1,656
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Standard services
© Assignment of employees to the parent company and other subsidiary companies

© Leasing of equipment and software to CTT

© Delivery of corporate mail

* Total workforce: 40 @ Women 13%

* Training: Total hours/year — 4,901 @ Men87%

© No. of occupational accidents and of days
lost: 0

© Absenteeism rate: 5%

Participation in the annual CTT Group solidarity initiative “Adding to divide”




EAD

Provision of innovative Document Management services oriented to the
satisfaction of customers. Committed to working as a team for a common project:
satisfying customers in a personalised way, shareholders and suppliers, fulfilling
requirements, adding value and generating continuous improvement by using
natural resources in a balanced and safe way, in accordance with the law in force,
practising and developing best environmental practices in favour of EAD and
society in general

©51% held by CTT

* Board of Directors

© Executive Committee
© General Assembly

© Statutory Auditor

© Remuneration Committee

The parent company acts as Shareholder through the following mechanisms:
© Sharing Board Directors

® Monthly control meetings

© Quarterly meetings of the Board
© Control of the Group”s plan

© Regular financial monitoring

* Verification of compliance with Group rules and regulations

© Custody and management of current and intermediate archives, scanning
services, consultancy in science documentary, custody and rotating media,
high-security safe room

© Operating income: 5,224
© EBITDA: 1,453
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© Safe recycling of documents and archives — collection at customer’s home of
paper considered as waste, sent afterwards for recycling

Other products

® http://www.ead.pt/ead/solucoes cgac_pt.php

© Implementation of a Customer Relationship Management to obtain an integrated
and comprehensive understanding of the customer with a view to anticipate their
needs and thereby relate the strategy to the provision

© On-going communication via the Internet and blog, allowing a closer relationship
and exchange of information with the customer

* Degree of customer satisfaction (@annual survey)— 67.3%

© No. of complaints— 6

© Total workforce: 99

* Training: Total hours/year — 878 @ Women 53%

© No. of occupational accidents and @ Men 47%

of days lost: 6 and 64

© Absenteeism rate: 5%

Participation in the annual CTT Group solidarity initiative “Adding to divide”

©1S0 9001
©1S0 14001



http://www.ead.pt/ead/solucoes_cgac_pt.php

Mailtec, SGPS

Provide technology and processes of corporate content management by optimizing
physical or digital information flows from customers

Be the solution to the exclusive relationship between business contents and

their addressees, adding value and excellence, based on models of technological
intelligence and operational efficiency

© Grow in the relational marketing market

° Find solutions in the areas of document management

©100% held by CTT

* Board of Directors

© Executive Committee
© General Assembly

© Statutory Auditor

© Remuneration Committee

The parent company acts as Shareholder through the following mechanisms:
© Sharing Board Directors

® Monthly control meetings

© Monthly meetings of the Board
© Control of the Group”s plan

® Regular financial monitoring

* Verification of compliance with Group rules and regulations

* Equiprest — Provision of services to CTT (parent company): operational
management of the mailmanager and pre-sorting service, handling of mail of CT
T corporate customers

© Mailtec Tl — Production of professional mail, personalised cheques and
documents

© DSTS - Design and application development of solutions for documentation
management, content management and electronic business
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© Investment in new product development

© Compliance with service levels

© Operating income: 24,288
© EBITDA: 3,986

© Easy Mail — enables the electronic transmission of mail. The data is transferred
to Mailtec, where they are printed, enveloped and posted

Other products

® http://www.mailtec.pt/femlw/wcmservlet/mailtec/grupo/index.html

The major customers belong to the banking, insurance, utilities and services. These
are companies with a significant business volume, almost all major players in their
sectors of activity, with high quality of service demand

The relationship with customers is insured by the interaction with the account
managers team and customer assistants, ensuring permanent contact with

the company and circulation/dissemination of the information required for the
management of their contracts

© Annual satisfaction survey. The final report is analysed by the company with a
view to submit improvement proposals to customers on relevant issues

© Customer satisfaction level —3.62 (on a scale of 1 to 5)

© No. of complaints - 177

* Most frequent reasons — layout compliance, delays in delivery of orders, quality
of enveloped documents, quality of printed documents and cheques

© Total workforce: 589
* Training: Total hours/year: 11,469 @ Women 35%

© No. of occupational accidents and of days @ Men 65%
lost: 22 and 453

© Absenteeism rate: 6.9%

* Participation in the CTT Group’s corporate social responsibility initiatives
most notably the annual internal campaign to collect clothes, books and
toys, called “Adding to Divide”

©1S0 9001
©IS0O 14001
* Certification began in 2010: FSC-STD-40-004 and I1SO/IEC 27001



http://www.mailtec.pt/femlw/wcmservlet/mailtec/grupo/index.html

PayShop

Provide a convenient and safe electronic payment solution accessible to

the large majority of the Portuguese population with a view to satisfy the
interests of country’s major utilities, telecom operators and other companies
issuing documents for payment while creating value to the retailers, with
high quality of service

©100% held by CTT

© Board of Directors
© Managing Director
© General Assembly

© Statutory Auditor

The parent company acts as Shareholder through the following mechanisms:
© Sharing Board of Directors

© Monthly control meetings

© Monthly meetings of the Board
* Control of the Group”s plan

© Regular financial monitoring

* Verification of compliance with Group rules and regulations

* Electronic payment network service (invoices, purchases over the Internet,
online services), cash loading of cell phones, sale of pre-paid calling cards
and public transport ticketing

* Domestic network of over 3,800 agents. Also available at post offices across
the country

* Electronic distribution services of e-money solutions (Paysafe cards) for
purchases and services over the Internet

© Operating income: 15,254
© EBITDA: 6,538
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Subsidiary companies @

Other products

® http://www.payshop.pt/emitentes/

* Daily customer satisfaction surveys (by telephone or personally)
© Monthly visits to all Payshop agents by the company’s sales employees
* Preparation of a bimonthly Newsletter for the entire network

© No. of complaints — 0

* Total workforce: 33

* Training: Total hours /year— 1,624 @ Women 48%

© No. of occupational accidents and of
days lost: 0

@ Men 52%

© Absenteeism rate: 3.7%

© Donations possible at any agent, directed to 11 social solidarity institutions
(with protocol)

® Occasional fund raising campaigns all year long, aimed at other institutions (7)

© Participation in the annual CTT Group solidarity initiative “Adding to Divide”



http://www.payshop.pt/emitentes/ 

Post Contacto

Investment in innovation through the use of new technological tools that allow: the
control of quality through geographic vehicle and distributors location systems, the
use of georeferencing systems for the preparation of campaigns and corresponding
reporting, and the computerisation of the whole operational model

Undisputed market leader and the only universal operator that ensures the delivery
throughout the country and has a significant portfolio of business customers

* Disclose companies, goods and services

© Maintain leadership position in the advertising unaddressed mail market and to
increase market share

* Diversify the product portfolio, particularly in value added products

® Increase the use of new technologies in the operation and report to the customer

©100% held by CTT

© Management Board
© Executive Manager
© Remuneration Committee

© Chartered Accountant

The parent company acts as Shareholder through the following mechanisms:
© Sharing Managers

© Monthly control meetings

© Monthly meetings of the Board
* Control of the Group”s plan

© Regular financial monitoring

* Verification of compliance with Group rules and regulations

°© Delivery of unaddressed mail and other items, following target address lists of
the mainland and islands
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Subsidiary companies @

© Operating income: 13,298
© EBITDA: 3,250

Launching of a new product: semi-addressed mail
Other products

® http://www.postcontacto.pt/fecewcm/wcmservlet/empresasctt/postcontacto/servicos.html

© Personalized follow-up for each customer, throughout the whole process, and
presentation of a final report at the end of each campaign

© Market surveys that also measure the satisfaction

© Evolution perceived by customers: improved follow-up by the sales people,
increased awareness of the logistics service, among other

* No. of complaints — 247

© Amount of compensation — 22.2 thousand Euros

© Total workforce: 35

* Training: Total hours/year — 662

X . @ Women 20%
* No. of occupational accidents and of

days lost: 0 @ Men 80%

© Absenteeism rate: 4%

[Participation in the annual CTT Group solidarity initiative “Adding to Divide”

© Beginning of the quality certification process



http://www.postcontacto.pt/fecewcm/wcmservlet/empresasctt/postcontacto/servicos.html

Tourline

Be a leader in the Spanish courier, express and parcels market with high levels of
quality, efficiency and customer proximity

Create brand awareness by associating it with the following values: trust,
commitment and quality

Provide safe transport, collection and delivery of urgent items in the time set in

the terms of contract with the customer, counting on a logistics structure, and an

adequate network of franchisees, as well as a trained and motivated team

© Maintain growth in the domestic market, investing in an urgent service of quality
in the sector of express and small parcels

© Grow in the Iberian market, enhancing the trading, information technology and
logistics platform of the CTT Group

© Maintain an extensive network of franchisees, ensuring quality and safety

©100% held by CTT

® Board of Directors
© Executive Committee

® Independent auditors

The parent company acts as Shareholder through the following mechanisms:
© Sharing Board Directors

© Monthly control meetings

© Monthly meetings of the Board
* Control of the Group”s plan

© Regular financial monitoring

* Verification of compliance with Group rules and regulations

© Transport courier and express parcels, in the Spanish market
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Subsidiary companies @

© Operating income: 53,630
© EBITDA: 2,079

Pool of direct points of sale

Other products
® http://www.tourlineexpress.com/default.aspx?AspxAutoDetectCookieSupport=1

* Two annual internal customer satisfaction surveys
Degree of satisfaction — 93.4%

© Two annual external customer satisfaction surveys
Degree of satisfaction — 93.1%

* No. of complaints — 9,580

© Amount of compensation — 133.6 thousand Euros

© Total workforce: 420

* Training: Total hours/year — 24,563
. . @ Women 36%
© No. of occupational accidents and of

days lost: 38 and 863 © Men 64%

© Absenteeism rate: n.a.

© Cooperation agreement with the organization Save The Children
© Sponsorship of the project Play4Africa

© Social Action Plan to award discounts to needy fringes of the Spanish population

© Award Empresa con la Infancia, assigned by the organisation Save The Children

©1S0 9001



http://www.tourlineexpress.com/default.aspx?AspxAutoDetectCookieSupport=1 
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BUSINESS MANAGEMENT

Achieved ( >95%)

Issues

In progress

=]

2010 objectives

—

Progression

Commitments @

Not achieved

Achievement

2011 objectives

@
Policy and strategy

Improved reporting by Group companies (more in-
depth reporting on issues and methodologies)

Assurance level A +

Introduction of sustainability variables in post offices
and postal delivery offices scorecard

O (8 ¢

Custom training for these companies, aiming at the
improvement of data preparation

A+ level reached

Start of work to recast the scorecard

Quality, environment and safety integrated policy

Increase the reporting improvement

Enlargement of the A+ level assurance to
group companies

Introduction of direct sustainability variables in
the scorecard of post offices, delivery offices and
sorting centres

Organisational Model

Improvement of the relationship with the unit contact
persons and the subsidiary companies

(

Training (refresh) of the contact persons. Improved
information for users, in the sustainability information
management system

Information system

Consolidation and expansion of monthly, half-yearly and
yearly reporting routines to other Group companies

(
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Reporting routines improved regularity and frequency



Issues

2010 objectives

Progression

Commitments @

Achievement 2011 objectives

Stakeholder engagement

Implementation of engagement plan

Organization of panels/focus groups

Refinement of communication model,
segmented by Stakeholders

Adherence to systems and principles - Global Compact

KK

3 Forums of innovation and creativity, team building New engagement exercise with stakeholders
activities, H&S consultation, among others

6 “focus groups” sessions with employees Organisation of two panels/focus groups

External study for the reformulation of the company’s Segmentation of reporting by stakeholders
segmented communication in sustainability

@
Ethics

Preparation of procedures and operations for
registration, screening and treatment of occurrences

Refresh of the disclosure of the existence, functions
and powers of the Ethics Committee

(
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New procedures and creation of the Ethics Officer Routine use of procedures

Production of indicators

Training of 415 employees, on the prevention of money  Training and dissemination of the new procedures
laundering and financing of terrorism



ENVIRONMENTAL MANAGEMENT

Issues

2010 objectives

Commitments @

Achievement

2011 objectives

Management System

Start of the environmental certification process of the
COCC (sorting centre in the centre)

Start of the environmental certification and FSC
processes in Mailtec (group company)

Implementation in progress

Implementation in progress

Beginning of the corporate certification process

Completion in 2011

Completion in 2011

Start of the environmental certification process
in Tourline

® P
Energy efficiency

Completion of the new COCN (Maia) with demanding
environmental requirements

Conduct of an energetic audit to COCC

Energy certification of half own buildings »1000m?

Operational test of electric bicycles

(R (
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Completion in November

Not required by the regulations

Energy certification and indoor air quality certification
process launched in 53 buildings (RSECE*)

Test and purchase of 34 bicycles and 5 electric
scooters

Purchase of 4 hybrid vehicles

Energy audit to COCN (SGCIE*)

Completion in 2011

Purchase of 150 bicycles

Renewal of the heavy-vehicle fleet with eco-
efficient vehicles

Test and purchase of electric vehicles (4 wheels)



Issues 2010 objectives

Progression

Achievement

Commitments @

2011 objectives

@
Energy efficiency (cont.)

Development of an IT application to manage
electricity consumption

Reduce electricity consumption by 2%

Reduce fuel consumption by 2%

* SGCIE — Management system for intensive power consumption

* RSECE — Regulations regarding power, heating and air conditioning systems in buildings

ME K

Improvement of data processing

0.3% reduction (or 1.7%, considering
transfers to gas)

2.8% reduction

Protocols with Universities and manufacturers
Internal improvement of consumptions

management application

Reduction of 15% in electricity consumption

Reduction of 15% in fuel consumption

Development of an IT application to
manage fuel consumptions

Adherence to the national electric mobility
project Mobi.e

Management of consumables

Reduce paper consumption by 2%

K

Reduction of 0.9%

Reduce paper consumption by 15%

Waste management

Resizing of waste management system at post
offices and postal delivery offices

Increased waste recycling rate

K

Preparation of the sampling process

Increased waste recycling rate to 81%
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Possible extension to post offices and postal
delivery offices

Increase waste recycling rate

Licensing the COCs for temporary storage of waste



Issues

Climate change

Biodiversity

2010 objectives

Reduction of direct and indirect CO, emissions by 2%,
expressed in standard indicators

Participation in PostEurop’s GHG Reduction
Programme and the carbon emissions reduction
program of the IPC - International Post Corporation-
- (EMMS - Environmental Measurement and
Monitoring System)

Study on self-production of renewable energy

Reforestation action with autochthonous species to
offset carbon

Progression Achievement

Reduction of CO, absolute emissions by 2.6%

Continuation of the participation in the PostEurop and
IPC carbon management programmes

(

Study for a pilot project with photovoltaic and
wind energy

(

Mobility plan for the new CTT building

Plantation of 750 indigenous trees in the Montejunto
mountain, in partnership with Quercus

(

Support the recovery of Madeira Island ecosystems

Edition of the Biodiversity Year planner
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2011 objectives

Reduction of direct and indirect CO, emissions by 2%,
expressed in absolute and standard indicators

Participation in PostEurop’s GHG Reduction
Programme and the carbon emissions reduction
program of the IPC - International Post Corporation-
- (EMMS - Environmental Measurement and
Monitoring System)

Improvement of the carbon inventory (scope 3 — road
and air transport, commuting, etc.)

Viability study of mini/micro generation

Protocol with environmental association for
reforestation projects

Postcard in cork

Edition of the Forest Year planner

Participation in the European project Print Power to
promote responsible use of printing and paper

IPC study on impacts on biodiversity



Issues 2010 objectives

Progression

Achievement

Commitments @

2011 objectives

Training and awareness raising

Development of environmental training package

4 thematic philatelic issues

Environmental communication actions (“Green” forum
of creativity and innovation and ecological edition of
Aposta magazine)

(I

(
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Content design

6 issues

Done

“Cascade” training to the entire CTT population
4 thematic philatelic issues

Certifications WWF and PEFC of the stamps

raw material

Philatelic issue in cotton paper

Educational contests and games

Internal TV channel



ECONOMIC AND SOCIAL

Issues

Quality of service

Procurement

2010 objectives

Extension of the certification to more than 400
post offices

Expansion to one hundred new postal delivery offices

Reduction of complaint response times

Positioning maintenance (international QS)

At least 50% pre-contractual procedures with
environmental criteria

At least 50% contracts with environmental criteria

Qualification of suppliers (beginning)

Reduction of the average payment time to 40 days

Progression

N KK

(i (

(

Achievement

435 certified post offices, in total — 2/3 of the
counters service

286 certified postal delivery offices, in total - 95% of
the delivery service

Domestic complaints (maintenance — 7 days) and
international (2 days reduction)

Positioning lowered

Compliance with the ANACOM quality targets (100
points), with 190 points

66.3% of pre-contractual procedures with
environmental criteria

97% of contracts with environmental criteria

Selection of platform for registration of suppliers

39 day average time for payments

05

2011 objectives

Maintenance of the certified units

Maintenance of the certified units
Certification of PostContacto

Reduce the time to reply to complaints

Positioning improvement

Compliance with the quality targets agreed with
ANACOM (100 points)

At least 50% pre-contractual procedures with
environmental criteria

At least 50% contracts with environmental criteria

Implementation of a qualification system for suppliers

Implementation of a responsible procurement policy

Maintenance of the average time for payments



Issues

Health

Health and Safety

2010 objectives

Continuity of newsletters
Conducting of several health screening programmes

Optimization of the contracted network, by
adjusting the supply of services to the current
demand from beneficiaries

Continue to provide first-aid and fire fighting training

Improve the level of satisfaction with
working conditions

Start of the certification process in H&S in the COCC

Training in the OHSAS requirements

Continuity of newsletters

Increase local training

Reduce the number of fatal accidents to 0

5% decrease in the number of occupational accidents

Progression

K

(N (I B (O (B

Achievement

4 of the 10 published Health and safety
newsletters are on health

Free health screening programmes (heart,
sleep, stress and obesity)

The first phase of the contracted network adjustment
was completed

78 actions, 799 employees and 10,646 hours

The level of satisfaction decreased from 85% to 72%
in 2010 (different evaluation systems)

Start of the process

Training of the concerned employees (357 hours)

10 Newsletters

317 actions, 2,480 participants and 3,560 hours

1 fatal accident

10% increase (920 accidents)

05

2011 objectives

Carry out several health screening programmes

Continuation of the evaluation and adequacy of
the contracted network to the needs of the 10S
beneficiaries

Continue to provide first-aid and fire fighting training

Improve the level of satisfaction with working
conditions

Completion in 2011

Pursuit of training

Continuity of newsletters

Maintain the training levels

Reduce the number of fatal accidents to O

Reduce the number of occupational accidents by 5%

Reduce the number of days lost by 5%



Commitments @

Issues 2010 objectives Progression Achievement 2011 objectives
o ®
Qualification
@ @
Increase training volume by 15% E Increase training volume by 25% Increase training volume by 10%
Improve skills validation rate by 46% vII 191 more employees certified and 850 in progress To reach the 1,000th certification
@
Employees
@

Reduction of absenteeism to 6.4%

Operationalisation of the customers’ satisfaction
surveys results

Survey on climate and culture at the CTT Group
made with the ONRH — Human resources national
observatory

(

Increase to 7.6%

Presentation of the results to the top management

Reduction of absenteeism to 7%

Evaluation of the opportunity to operationalise results

Sustainable marketing

Institutional repositioning campaign

Eco-products line development

Environmental labelling

Development of mailers environmental
qualification model

ME KK

Project Earth - CTT with you

Ecologic Direct mail

Correio Verde associated to carbon offsetting

Adherence to Sociedade Ponto Verde

Green certification for sustainable customers
(ecological mailings)

117

Consolidation of the company eco positioning

Restructuring of the portfolio and expansion of the
carbon offset to all convenience products

Environmental labelling of products (life cycle)

Approach to international standards

Research on bottom of the pyramid products

Reverse logistics



Issues

Community

Diversity management

2010 objectives

150 external applications to the CTT New Opportunities

Centre — 50 certifications expected

25 IT training actions for unemployed all over the
country

Continuation of the Project to Combat Poverty and

Social Exclusion until 2010 — in partnership with 50

welfare organisations

Organization of at least 4 volunteer initiatives

Strengthen the environmental volunteering

Pilot project for long-term volunteering

Evaluation/review of the adequacy of functions of
disabled workers to jobs

Professional experiences for 25 people

Intervention Programme on Gender Equality and
implementation proposals

Progression

(

(] ¢

KK
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Achievement

Not achieved. Difficult to implement

6 actions

Protocols with 36 institutions — 11,800 parcels
delivered

Solidarity of CTT with Madeira — 411 tonnes
delivered to Céritas

8 actions

2 environmental actions

Contact with Development NGOs and ENGOs platforms

with no results. Contact with private solidarity
institutions (IPSS)

Pilot intervention at the Lisbon Mail sorting centre

21 people (17 from CERCI), 4 fixed-term contracts. Of

these, resulted 1 hire (COCN)

Submission of proposals
Programme in preparation

Organization of internal focus groups on the topic

05

2011 objectives

Training actions

Continuation of the Project

Structuring a plan to support indebtedness

4 volunteer initiatives, at least

Increase the environmental volunteering

Implementation of the pilot project for long-term
volunteering

Expansion to other units

Professional experiences for 25 people

Conclude and operate the Programme on
Gender Equality

Development of indicators of human resource
management



Commitments @

Issues 2010 objectives Progression Achievement 2011 objectives
P ®
Diversity management (cont.)
J
Measures to strengthen the existing N_ Benchmark on sexual and moral harassment Eventual reformulation of the rules in force
rules on harassment u in the workplace
Submission of proposals
Identification of opportunities for intervention = Research and Information processing in course Implementation of facilitation measures
regarding age
- o
Work-life balance
@ o
Identification and operationalisation of measures to E Organisation of internal focus groups on the topic Identification of measures regarding work-life balance
make CTT a more familiarly responsible company
Flexibility of working hours in administrative functions
@

119
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Table 35 - GRI Index GRI
No. and type of Description Page(s) Reporting Ind.
indicator status Assurance

Index of environmental, social, and economic performance indicators in conformance

with GRI guidelines GRI Report Profile

C — Core indicator
A - Additionalindicator ~ 3.1-C  Reporting period for information provided 3 [ v
Indep?nd‘entAssurance 3.2-C  Date of most recent previous report 3,120 ([ ] v
GRI Contents Index (excludes indicators that do
not apply to the company)

3.3-C  Reporting cycle 3,120 [ J v
No. and type of Description Page(s) Reporting Ind.
indicator status Assurance 3.4-C Contact point for questions regarding the report or its contents 3,129 [ J v
3.5-C Process for defining report content, including: determining 3 [ J v
materiality; prioritising topics within the report; and identifying
11-C Statement from the Chair 4 [ J v stakeholders the organisation expects to use the report
1.2-C Description of key impacts, risks and opportunities 23,108 [ J v 3.6-C Boundary of the report 3,9 [ J v
3.7-C  State any specific limitations on the scope or boundary of the report 3 [ v
3.8-C Operations, and other entities that can significantly affect 3,99 [ J v
comparability from period to period and/or between organisations

21-C Name of the organisation 3,12 [ J v 3.9-C Data measurement techniques and the bases of calculations, 3 [ J v
22-C Primary brands, products, and/or services 12,42,99 [ J v including assumptions and techniques underlying estimations
23-C Operational structure of the organisation, including main divisions, 10, 12, 22 [ J v applied to the compilation of the Indicators and other

operating companies, subsidiaries, and joint ventures information in the report
2.4—-C  Location of organisation’s headquarters 129 [ J v 3.10-C Explanation of the effect of any re-statements of 3 [ J v
2.5-C Number of countries where the organisation operates, 12 [ J v information provided in earlier reports

and names of countries with major operations 3.11-C Significant changes from previous reporting periods in the scope, 3 [ J v
2.6-C Nature of ownership and legal form 9,36 [ J v boundary, or measurement methods applied in the report
2.7-C Markets served, including geographic breakdown, 12,51 [ J v 3.12-C Table identifying the location of GRI indicators 120 [ J v

sectors served, and types of customers/beneficiaries 3.13-C Policy and current practice with regard to seeking 3 [ J v
2.8-C Scale of the reporting organisation, including: 9 ([ ] v external assurance for the report

number of employees; net sales (for private sector organisations)

or net revenues (for public sector organisations); quantity of Governance, commitments and engagement
products or services provided

29-C Significant changes during the reporting period regarding size, 3 [ J v 4.1-C Governance structure of the organisation, including committees 21,22 [ J v
structure, or ownership under the highest governance body responsible for specific tasks,
2.10-C Awards received in the reporting period 9 [ ] v such as setting strategy or organisational oversight
4.2-C Indicate whether the Chair of the highest governance 22 [ J v

body is also an executive officer
4.3 -C State the number of members of the highest governance 22 [ J v
body that are independent and/or non-executive members

120


http://www.globalreporting.org/Home
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No. and type of Description Page(s) Reporting Ind. No. and type of Description Page(s) Reporting Ind.
indicator status Assurance indicator status Assurance
4.4-C Mechanisms for shareholders and employees to provide 50, 61 [ J v organisation: has positions in governance bodies; participates in
recommendations or direction to the highest governance body projects or committees; provides substantive funding beyond
4.5-C Linkage between compensation for members of the 13,18 [ J v routine membership dues; views membership as strategic
highest governance body, senior managers, and executives 4.14 - C List of stakeholder groups engaged by the organisation 32 [ J v
and the organisation’s performance (including social and 4.15-C Basis foridentification and selection of stakeholders 30 [ J v
environmental performance) with whom to engage
4.6-C Processes in place for the highest governance 19,21,121 [ J v 4.16 - C  Approaches to stakeholder engagement, including frequency 13,15,32,39, 45, [ J v
body to ensure conflicts of interest are avoided of engagement by type and by stakeholder group. 57,60, 61,64
4.17 - C Key topics and concerns that have been raised through 30 [ J v

stakeholder engagement, and how the organisation has
responded to those key topics and concerns

v rrovess 1 dEtermining e qua”ﬁcations " expertise “ ¢ ”
of the members of the highest governance body for guiding the

organisation’s strategy on economic, environmental, Management approach, goals, performance, policy 12to 17,
and social topics and contextual information 109to 119
4.8-C Internally developed statements of mission or values, codes of 14, 18,19 [ J v EC1-C  Economicvalue generated and distributed, including 35 [ J v
conduct, and principles relevant to economic, environmental, revenues, operating costs, employee compensation,
and social performance and the status of their implementation donations and other community investments, retained
49-C Procedures of the highest governance body for overseeing the 18,21, 23 [ J v earnings, and payments to capital providers and governments
organisation’s identification and management of economic, EC2 - C  Financial implications and other risks and opportunities for 89 [ J v
environmental, and social performance, including relevant risks the organisation’s activities due to climate change
and opportunities, and adherence or compliance with EC3-C  Coverage of the organisation’s defined benefit plan obligations 67,69, 121 [ J v
internationally agreed standards, codes of conduct, and principles
4.10-C Processes for evaluating the highest governance body’s own 18 [ J v EC4 - C  Significant financial assistance received from government 121 [ J v
performance, particularly with respect to economic, environmental,
and social performance EC5-A  Range of ratios of standard entry level wage compared to local 121 [ J v
4.11-C Explanation of whether and how the precautionary 23 [ J v minimum wage at significant locations of operation

approach or principle is addressed by the organisation

4.12 - C Externally developed economic, environmental, and social 16, 56, 62,71 [ ) v

charters, principles, or other initiatives to which the organisation

subscribes or endorses EC6 - C  Policy, practices, and proportion of spending on locally-based NA [ J v
4.13-C Memberships in associations (such as industry associations) 16, 28 [ J v suppliers at significant locations of operation 121

and/or national/international advocacy organisations in which the

121



No. and type of Description
indicator
EC7 - C  Procedures for local hiring and proportion of senior management

EC8-C

ECO9-A

Environment

EN1-C
EN2-C
EN3 -C
EN4 - C

hired from the local community at significant locations of operation

Development and impact of infrastructure investments and
services provided primarily for public benefit through commercial,
in-kind, or pro bono engagement

Understanding and describing significant indirect economic
impacts, including the extent of impacts

Management approach, goals, performance, policy and
contextual information

Materials used by weight or volume

Percentage of materials used that are recycled input materials
Direct energy consumption by primary energy source

Indirect energy consumption by primary source

Page(s)

NA
122

9,12,15, 52,
53

14, 38, 51, 52,
122

75,76,83to
88,109t0 119
85,9010 96,97
85
78,90t096,97,98
78,90 to 96,
97,98,122

Reporting
status

Ind.
Assurance

XX

122

No. and type of Description
indicator
EN5-A  Energy saved due to conservation and efficiency improvements
EN6 —A lInitiatives to provide energy-efficient or renewable energy
based products and services, and reductions in energy
requirements as a result of these initiatives
EN7 —A Initiatives to reduce indirect energy consumption
and reductions achieved
EN8 - C  Total water withdrawal by source
EN9 - A Water sources significantly affected by withdrawal of water
EN10 — A Percentage and total volume of water recycled and reused
EN11 - C Location and size of land owned, leased, managed in,
or adjacent to, protected areas and areas of high biodiversity
value outside protected areas
EN12 - C Description of significant impacts of activities, products,
and services in protected areas or with high biodiversity value
EN13 - A Habitats protected or restored
EN14 - A Strategies, current actions, and future plans
for managing impacts on biodiversity
EN15—-A Number of IUCN Red List species and national conservation
list species with habitats in areas affected by operations,
by level of extinction risk
EN16 — C Total direct and indirect greenhouse gas emissions by weight
EN17 — C Other relevant indirect greenhouse gas emissions by weight
EN18 — A Initiatives to reduce greenhouse gas emissions
and reductions achieved
EN19 - C Emissions of ozone-depleting substances by weight
EN20 - C NOx, SOx and other significant air emissions
by type and weight
EN21 - C Total water discharge by quality and destination

05

Page(s)

78,79,81,97
12,41, 43,78,
79, 80, 81, 85,
86,98
37,78,82

84,901096,97,98
NA
122
122

88,122

88,122

56, 88
88

NA
122

81,82,83,90t096
82,83,90t0 96
3,80, 81, 82,
83, 86,97
83
81

84,122

Reporting
status

Ind.
Assurance

<


http://www.erse.pt/pt/desempenhoambiental/rotulagemenergetica/comparacaoentrecomercializadores/Paginas/default.aspx
http://www.erse.pt/pt/desempenhoambiental/rotulagemenergetica/comparacaoentrecomercializadores/Paginas/default.aspx
http://www.erse.pt/pt/desempenhoambiental/rotulagemenergetica/comparacaoentrecomercializadores/Paginas/default.aspx
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No. and type of Description Page(s) Reporting Ind. No. and type of Description Page(s) Reporting Ind.
indicator status Assurance indicator status Assurance
EN22 - C Total weight of waste by type and disposal method 87,901096,97,98 [ J v
EN23 - C Total number and volume of significant spills 123 [ J v
LA1-C  Total workforce by employment type, employment 59 [ J v
contract, and region
LA2 -C  Total number and rate of employee turnover by age group, 9,59 [ v
EN24 - A Weight of transported, imported, exported, or treated waste NA [ J gender, and region
deemed hazardous under the terms of the Basel Convention LA3 -A  Benefits provided to full-time employees that are not 66, 69 [ J v
EN25 - A Identity, size, protected status, and biodiversity value of NA [ J provided to temporary or part-time employees
water bodies and related habitats significantly affected by 123 LA4 - C  Percentage of employees covered by collective 61 [ J v
the discharges of water and runoff bargaining agreements
LA5 - C  Minimum notice period(s) regarding significant 60 [ J v
EN26 — C Initiatives to mitigate environmental impacts of products 76,87, 88 [ J v operational changes, including whether it is specified
and services, and extent of impact mitigation in collective agreements
EN27 — C Percentage of products sold and their packaging materials 88 [ J v LA6 - A  Percentage of total workforce represented in formal 123 [ J v
that are reclaimed by category joint management-worker health and safety committees
EN28 — C Monetary value of significant fines and total number 20, 89, 98,123 [ J v
of non-monetary sanctions for non-compliance with
environmental laws and regulations
EN29 — A Significant environmental impacts of transporting products 75, 84, 88, [ J v
and other goods and materials used for the organisation’s 97,98 LA7 - C  Rates of injury, occupational diseases, lost days, and 60, 69,70 [ J v
operations, and transporting members of the workforce absenteeism, and number of work-related fatalities by region
EN30 - A Total environmental protection expenditures and 89, 90 to 96, [ J v LA8 - C  Education, training, counselling, prevention, and risk-control 66, 67, 69 [ J v
investments by type 97,98 programmes in place to assist workforce members, their

families, or community members regarding serious diseases

Social performance LA9 — A  Health and safety topics covered in formal 123 [ ] v

agreements with trade unions

Management approach, goals, performance, policy and 22,371042, 46,

contextual information 491052, 57, 60,
6210 65,71,
109t0 119

LA10 - C Average hours of training per year per employee 63 [ J v
by employee category
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No. and type of
indicator

Description

LA11 - A Programmes for skills management and lifelong learning
that support the continued employability of employees
and assist them in managing career endings

LA12 - A Percentage of employees receiving regular performance
and career development reviews
LA13 -C  Composition of governance bodies and breakdown of

employees per category according to gender, age group,
minority group membership, and other indicators of diversity
LA14 - C Ratio of basic salary of men to women by employee category

Human rights

HR1 - C  Percentage and total number of significant investment
agreements that include human rights clauses

HR2 - C  Percentage of significant suppliers and contractors that
have undergone screening on human rights

HR3 - A  Total hours of employee training on policies and procedures
concerning aspects of human rights that are relevant to
operations, including the percentage of employees trained

HR4 - C  Total number of incidents of discrimination and actions taken

HR5 - C  Operations identified in which the right to exercise freedom

of association and collective bargaining may be at significant

risk, and actions taken to support these rights

Page(s)

59, 60, 64, 65

61

21,71,72,73

73

124

124

124

71,124

124

Reporting
status

Ind.
Assurance

v

v

124

No. and type of
indicator

HR6 - C

HR7 - C

HR8 - A

HR9 - C

05

Description Page(s)
Operations identified as having significant risk for incidents 71,124
of child labour, and measures taken to contribute to the
elimination of child labour
Operations identified as having significant risk for 71,124
incidents of forced or compulsory labour, and measures
to contribute to its elimination
Percentage of security personnel trained in the organisation’s 124
policies or procedures concerning aspects of human rights
that are relevant to operations
Total number of incidents of violations involving rights of NA

indigenous people and actions taken

Reporting Ind.
status Assurance
[ J v
[ J v
[ J v
[ J

S01-C
S02-C
S03-C

Nature, scope, and effectiveness of any programmes and 51,56
practices that assess and manage the impacts of operations

on communities, including entering, operating, and exiting

Percentage and total number of business units analysed 19
for risks related to corruption

Percentage of employees trained in organisation’s 5,124

anti-corruption policies and procedures

[ v
[ v
[ v



No. and type of

indicator

S04 -C
SO05-C

S06 - A

S07 -A

S08-C

Product responsibility

PR1-C

PR2 -A

PR3 - C

PR4 - A

Description Page(s)

Actions taken in response to incidents of corruption 19
Public policy positions and participation in public 125
policy development and lobbying

Total value of financial and in-kind contributions to political 125
parties, politicians, and related institutions by country

Total number of legal actions for anti-competitive behaviour, 20
anti-trust, and monopoly practices and their outcomes

Monetary value of significant fines and total number of 20

non-monetary sanctions for non-compliance with laws
and regulations

Life cycle stages in which health and safety impacts of 44
products and services are assessed for improvement, and

percentage of significant products and services categories

subject to such procedures

Total number of incidents of non-compliance with 125
regulations and voluntary codes concerning health and

safety impacts of products and services during their life cycle,

by type of outcomes

Type of product and service information required 37
by procedures, and percentage of significant products and

services subject to such information requirements

Total number of incidents of non-compliance with regulations 125
and voluntary codes concerning product and service information

and labelling, by type of outcomes

Reporting
status

Ind.
Assurance

v

125
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No. and type of Description Page(s) Reporting Ind.
indicator status Assurance
PR5 - A Practices related to customer satisfaction, including results 46, 48, 49 [ J v
of surveys measuring customer satisfaction
PR6 —C Programmes for adherence to laws, standards, and voluntary 20 [ J v
codes related to marketing communications, including advertising,
promotion, and sponsorship
PR7 —A  Total number of incidents of non-compliance with regulations 125 [ J v
and voluntary codes concerning marketing communications,
including advertising, promotion, and sponsorship by
type of outcomes
PR8 — A  Total number of substantiated complaints regarding 49 [ J v
breaches of customer privacy and losses of customer data
PR9 - C  Monetary value of significant fines for non-compliance 20 [ J v

with laws and regulations concerning the provision and use

of products and services

(Source: GRI (2006): “Guidelines for Compilation of Sustainability Reports™)

METHODOLOGICAL NOTES

This document contains information collected
from appointed contact persons in each division/
/department, through a sustainability information
management system. All GRI indicators were cal-
culated according to the GRI methodology.

Forotherindicators, were followed international
calculation methodologies: incidence rate (no. of
accidents/average number of employees/1000);
accounting of lesions causing absence equal to
or greater than one day; and Greenhouse Gas
Protocol CO, for:

Indirect CO, Emissions from the Consumption
of Purchased electricity, Heat and/or Steam;

Direct Emissions from Stationary Combustion
of the GHG Protocol Initiative vs. 2.0 through
the conversion factors Compilation of emission
factors used in the cross-sector tools;

Indirect CO, Emissions from the Consumption
of Purchased Electricity, Heat and/ or Steam of
the Greenhouse Gas Protocol Initiative

Emissions from Mobile Source vs. 2.0
through the conversion factors Compilation
of emission factors used in the cross-sector
tools for the several types of fuel used by the
fleet and according to the corresponding fuel
consumptions.



GLOSSARY

OCCUPATIONAL ACCIDENT

An accident occurring at the workplace during
working hours that causes direct orindirect injury,
functional disorder, orillness from which death or
reduced ability to work or earn income may arise.

ENVIRONMENTAL ISSUES

An element of an organisation’s operations,
products, or services which can interact with the
environment.

HYBRID MAIL
Mail received electronically, printed, and delivered
as a letter.

SUSTAINABLE DEVELOPMENT

Development of a nature that meets current needs
without compromising the ability of future genera-
tions to meet their own needs. The concept was in-
troduced by the World Environment and Sustainable
Development Commission Report of the United
Nations titled “Our Common Future.” In regards to
organisations, sustainable development translates
into efforts to implement corporate social responsi-
bility practices within the scope of human resources
and impact on the environment, trading, and society.

EBITDA
Earnings before Interest, Taxes, Depreciation
and (goodwill) Amortisation.

ECO-EFFICIENCY

Offer of products and services at a competitive
price that satisfy human needs while progressively
reducing the related ecological impact and the use
of resources throughout their life cycle up to the
point of at least respecting the planet’s estimated
capacity of self-sustainment.

EFQM
European Foundation for Quality Management.

GREENHOUSE GAS (GHG)

Gases in the atmosphere that absorb and re-emit
infrared radiation and thereby create a natural
“greenhouse effect” that keeps the temperature of
the planet within tolerable limits. The main types
of greenhouse gases are carbon dioxide (CO,),
methane (CH), nitrous oxide (N,0), hydrofluo-
rocarbons (HFCs), perfluorocarbons, (PFCs), and
sulphur hexafluoride (SF,). These gases are emitted
by natural processes and by human action, mainly
when burning fuel in association with transport
and manufacturing. Intensive human activity has
lead to increased emissions of these air pollutants,
causing global warming, which the IPCC estimates
may lead to a rise of 5.82 Centigrade in the average
temperature of the planet’s surface by the year 2100.

GLOBAL COMPACT

Sometimes also called World Compact or Global
Compact was launched in January 1999, at the
World Economic Forum in Davos, by Kofi Annan,
then Secretary-General of the United Nations. The
aim is to unite market forces to the authority of
individual ideals.

The goal of the Global Compact is to get the busi-
ness world to abide by ten fundamental principles:
1. To support and respect the protection of hu-
man rights within their sphere of influence;

2. To ensure that their own organisations are not
complicit in human rights abuses;

3. To guarantee the freedom of association and
the right to collective bargaining;

4.To eliminate all forms of forced and compulsory
labour;

5. To abolish child labour;

126

6. To eliminate discrimination in respect of em-
ployment and occupation;

7. To support a precautionary approach to envi-
ronmental challenges;

8. To take the initiative to promote greater envi-
ronmental responsibility;

9.To encourage the development and diffusion of
environmentally friendly technologies;

10. To work against corruption in all its forms, in-
cluding extortion and bribery.

CORPORATE GOVERNANCE

Defined as the system whereby organisations are
managed and controlled. Its structure defines the
distribution of rights and responsibilities of all
participants involved in the organisation, namely
the direction, managers, shareholders, and other
stakeholders, and sets out the decision-making
rules and procedures. In this way, corporate go-
vernance provides the structure through which
organisation objectives are set and the means to
achieve them and to monitor performance (Source:
OECD, 1999).

Corporate governance also means the promotion of
fairness, transparency, and corporate responsibility
(Source: World Bank, as cited in an article published
in the Financial Times, 1999).

GRI

The Global Reporting Initiative is an international
initiative involving companies, NGOs, consultancies
and universities that strive to develop a framework
of rules for companies concerned with sustainable
development. The objective of the GRI is to set
out guidelines to assist companies in designing
their corporate social responsibility reporting in
a manner that presents the economic, social, and
environmental impact of their operations, products,
and services.

05

ENVIRONMENTAL IMPACT

Defined as any impact on the environment of an
adverse or beneficial nature, resulting partially or
in full, from the operations, products, and services
of an organisation.

AA1000SES ASSURANCE STANDARD

Developed by AccountAbility, it is a major reference
in the identification of the material aspects in the
production of Sustainability Reports.

AIR POLLUTANT

Substances that are directly orindirectly introduced
into the atmosphere by human action and which
has a noxious effect on human health and/or the
environment.

REGION

The company, the incumbent postal operator of
universal postal service, operates throughout
the national territory, without specialisation or
regional concentration. Therefore, data are not
broken by region.

CORPORATE SOCIAL RESPONSIBILITY REPORT
OR SUSTAINABLE DEVELOPMENT REPORT

The Corporate Social Responsibility Report (RRS)
discloses an organisation’s economic, environ-
mental, and social performance. At present, the-
re are guidelines for reporting, namely the GRI
(Global Reporting Initiative). The intention is that
the publication of such reports becomes common
practice for all organisations, built the same way
and based on the same indicators, with a view to
make them comparable regardless of the organi-
sation in question.



SocIAL RESPONSIBILITY OR CORPORATE
SOCIAL RESPONSIBILITY

This concept refers to the application of the sus-
tainable development concept to an organisation,
which comprises three spheres of action: economic,
social, and environmental. In its Green Paper on the
issue, the European Commission defines corporate
social responsibility as an organisation’s voluntary
taking of actions that go beyond legal requirements
taken in the pursuit of their long-term interests.

STAKEHOLDER

Stakeholders orinterested parties are individuals,
groups, and organisations thatimpact or are impac-
ted by the actions of an organisation, i.e., all parties
that intervene in its operations and all those over
whom it has, in any way, a repercussion. As such,
stakeholders include all of the organisation’s agents
(employees, customers, suppliers, shareholders,
and directors), the surrounding agents (the State,
trade unions, institutions, and the media), and the
civil society at large (regional communities and
associations in the region where the organisation
operates).
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T thee hoard of DHrectors of
CTT - Carmvios & Porugad, 5.4

Trdependent assuranee Feport
of the Sustainability Report 2on0
{Free translation from the oripinal in Portugiese)

Inkroduetbon

In acvedance with the request of the board of Directors of CTT - Correbes de Portugal, A (CTT], we
performmed am independdent assprance of Ehe “Sustaimability Beport 20007 {Repor ), Independent
e Wi performied seconling 1o instnsstbons snid eriteris cashlishad by CTT, a5 referred in ik
Eeport. and acconding bo the principles and extend descmbed in the Soops: belos,

Hesponsihility

CTT s Baoard of Directors is responsible for all (he information presented in ihe Repord, as well = for
ther assessment eriterin anid for the systems asd processes suppesting Isformation enllection,
consolidation, validation snd reporting. Our responsibility is tocondieds on the sdegacy of the
infsemuation, based upon tur independes sonrance standards and sgroed referesoe terms. We do ol
e any respoasihility over any purpose, people or organiztion.

Sqope

Chur proceduses were planned and execuled using the Internatlonal Stasdard on Assurance
Fngagements 3000 {13AE qoanr) and having the Glohsl Reporting Ieftistive, version & (GREZ) a
refierenee, in crder to obtain a moderaie bevel of assuranee on both the performance informatios
reporied and the underdying procteses and syslems, The extend of our prooedienes, fonsisting
Inquirics, analyties] bets and some ostatantive work, was lees sgnifiesnt than s fall audie.
Therefoee, the bevel of ssarasce provided & also lower,

The scasjee oo crar axsurance was Lhe performancs Eeticaton of the parcnt compamy, marked as ™« ™ in
the “GRI Index™ of the Repon.

The assuranee of the mansgement self declaration on the appliearion level of the Global Reporiisg
Enitislive (GRI13, based oa GRI'S Reporting Framework Agpiication Levels, consistod on 1 ssuranoe
of eonslstency with the applicabls requirements.

Pracwiber famrCi s - Ao © Senvwn ke e Bryasmatrs dfacnsi et Cimibam, Lok

Kevfe: Pkl S bervague, Bl S Mot 1o @ M) ik e Pertagss’

Tl o A0 HiH Sy Sy, Fuaw + 351 Bic S G0, s e vl

Arerrensiocds o Gt do Erguio Corsereid ssh o SEL s gt =, Copaiod Sopsie! Funos egamer

Sommamen . o0

i
pwec

The following peocedures were performsd:

{iF  Inguiries to managemenl and senbor officials responsible for arcas under knadysis, with the
purpaee of iinderstand ing be the information sstem s stnectured and their swareness of o
incheded in the Repor;

{m) Edengify the existence of internal managemen! procedsres eading to Ehe implemestation of
istsnimeal, envidonmental ad soctal policees:

[551) Tmh1hrm+mﬂmnmlrﬂmhrhEhwﬁﬂmm wyalicha e and

of 1 performance information LT

) Comfirming, through visits 8o sfes, that operational units follow the Estructions cm collection,
consolidation, validation snd reponting of performancs indicatnrs;

{v] Exsoulizg substantive procedures. on a sampling basis, in order be colledt sufficient evidence 1o
validate reponed information;

{¥i) Verifying the existence of dafa and information reguired 1o resch level A, seli declared by CFT For
applying ihe GRI3.

Conclusbons

Easesd oo o Wk discribed inthis nepor, nothing has coene 10.oar attention that canses us to helfeve
ksl (nternal sonisol related to the collection, consolidalion, validation and reportisg of the
performance information referred above ls not effective. v all mabterial respects.

Easesd on Uhe asssmptions described on the soope, we conclude |hat the Beport imcludios the datn anl
informatis regeired for bevel A, seeording 1o GRI3.

Wy opinbon on CTT s finsmscal stabemeenis is evpeessed ke Stotubory Asdil Cenifeation, emined in
18 May 206ii.

Lisbsi, Docembser 149, 3001

PricrwatesbouseCoopon & Associadon SROC, Lila,
Repersrnbnd s

Amttinlo Josguim Brochado Cormela, RIOC
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SURVEY
YOUR OPINION IS IMPORTANT TO US 2. PLEASE CLASSIFY THE FOLLOWING FEATURES OF THE CORPORATE SOCIAL
RESPONSIBILITY REPORT USING THE SCALE BELOW:
ASSESSMENt FOTM (Scale: 1 = Excellent; 2 = Good; 3 = Acceptable; and 4 = Poor)
Identification (OPtiONal) . Written contents: 1 2 3 4
Size: 1 2 3 4
N Graphic design: 1 2 3 4

OCCUPAt ON

3. WHAT POSITIVE ISSUES DID YOU CONSIDER MOST

Company/Institution RELEVANT IN THE REPORT?

Position/responsibility . The reliability and detail of the indicators presented

The actions taken by CTT — Correios de Portugal

1.TO WHICH STAKEHOLDER GROUP DO YOU BELONG? The policies developed by CTT - Correios de Portugal

The clarity of information
Employee
Other *
Customer *Please provide details: ... ... ... ...
Supplier
PLEASE ENTER YOUR COMMENTS OR SUGGESTIONS BELOW
Business partner/Shareholder

Non-Government Organisation
The media
Other*

*Please clarify We very much appreciate your contribution!

Published by: CTT - Correios de Portugal, SA  Headquarters: R. Sdo José 20, 1166-001 LISBOA
Contact: sustentabilidade@ctt.pt
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