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PRESS
RELEASE

PORTUGAL TELECOM ANNOUNCES A PROVISON FOR THE IMPAIRMENT OF
FINANCIAL INVESTMENTS IN CONNECTION WITH THE FILING OF ITS FORM
20-F ANNUAL REPORT WITH THE UNITED STATES SECURITIES AND
EXCHANGE COMMISSION

Lisbon, Portugal, June 27, 2002 — Portugal Telecom, SGPS, S.A. (“PT”) (NYSE: PT; BVL:
PTCO.IN) today announced that the financial statements prepared under Portuguese GAAP for
the year ended December 31, 2001 to be included in its Form 20-F Annual Report filed with the
United States Securities and Exchange Commission (“SEC”) will include an adjustment to its
statutorily approved financial statements for the year ended December 31, 2001. This adjustment
refers to an estimated impairment of PT’s financial investment in Telesp Celular Participagdes
(“TCP”) and to a related tax effect, which will cause the recording of a provision in the amount
of € 500 million and a corresponding non-cash charge to net income for the year ended
December 31, 2001.

PT had announced at the time of the public release of its 2001 year end financial results on
March 13, 2002 (“March 13, 2002 release of 2001 year end results”) that any necessary
adjustments to goodwill of TCP would be determined by the time of submission of its Form 20-F
and would be included in financial statements filed with its Form 20-F Annual Report. In PT’s
March 13, 2002 press release regarding its 2001 year end results, PT had stated that the auditors’
report on its financial statements as of December 31, 2001 had been qualified as PT and its
auditors had been unable to determine, on the basis of the information available at the time of the
approval of its financial statements as of December 31, 2001 by its Board of Directors and the
issue of the corresponding auditors’ reports (March 13, 2002), whether PT would be able to
recover the goodwill related to its financial investment in TCP.

PT had stated in its March 13, 2002 press release regarding its 2001 year end results that as of
that date it was unable to estimate the fair value of its investment in TCP, as various activities
that were expected to impact the impairment analysis were still pending. These activities
included the completion of a valuation of TCP, which was being conducted by independent
experts in connection with TCP’s future incorporation in the planned joint venture between PT
and Telefonica, and TCP’s anticipated capital increase, which at that time was expected to be
completed during the first half of year 2002. The actual amount of TCP’s capital increase, the




number and class (preferred or common) of shares to be issued and the number of shares to
which PT would be entitled to subscribe had not yet been determined.

PT announced today that, although the capital increase is expected to be completed only in the
third quarter of 2002, it had now reasonable grounds to calculate the provision for the
impairment of its financial investment in TCP, on the basis of a valuation of TCP provided by
independent experts and its estimates of the actual amount of TCP’s capital increase, the number
and class (preferred or common) of shares to be issued and the number of shares to which it
expects to subscribe in the capital increase. PT further stated that it expects its auditors now to
present an unqualified report regarding the financial statements to be included in its 20-F Annual
Report for the year ended December 31, 2001.

Portuguese financial statements for the six months ending June 30, 2002 will include the
provision for impairment of PT’s financial investment in TCP mentioned above, which will
originate a decrease in shareholders’ funds of € 500 million through a charge to retained earnings
of the same amount.

This information is also available on PT’s website www.telecom.pt.

Contact: Vitor J. Sequeira, Head of Investor Relations
vitor.j.sequeira@telecom.pt

Portugal Telecom
Tel.: +351.21.500.1701
Fax: +351.21.355.6623

This press release contains forward-looking statements. Such statements are not statements of historical fact, and
reflect goals of the company's management. The words "anticipates,” "believes," "estimates," "expects," "forecasts,"
"intends," "plans," "predicts,” "projects" and "targets" and similar words are intended to identify these statements,
which necessarily involve known and unknown risks and uncertainties. Accordingly, the results of operations of the
company to be achieved may be different from the company's current goals and the reader should not place undue
reliance on these forward-looking statements. Forward-looking statements speak only as of the date they are made,
and the company does not undertake any obligation to update them in light of new information or future
developments.

Portugal Telecom is listed on the Euronext Lisbon and New York Stock Exchanges. Information may be
accessed on the Reuters 2000 Service under the symbols PT and PTCO.IN, on Bloomberg and Quotron
under the symbol PT.




