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Consolidation Process in the Telecommunications
Sector

Pursuant to Article 248 of the Portuguese Securities Code, the
Board of Directors of Electricidade de Portugal, S.A. (EDP), is
informing the market of the following matters:

1. EDP has been actively participating over the past 18
months in wide-rahge discussions with the most relevant
players in the Iberian Peninsula’s telecommunications
sector, with the objective of identifying means of value-
creating collaboration with those players and to promote a
healthy development of the market.

2. In this context of multilateral contacts - which have not,
however, translated into any type of formal negotiation
process - ONI shareholders and Sonae Group have
explored several scenarios that could eventually lead them
to a closer relationship in the telecommunications sector.

3. On the 15th of July, SONAE.COM, SGPS, S.A (SONAE.COM)
sent a letter to EDP, stating specific guiding principles for a
collaboration between ONI/SONAE.COM, which SONAE.COM
qualified as a “proposal” and also made known by means of
a public announcement to the market.

For the sake of clarification EDP must state that such guiding
principles had already, in their essence, been previously presented
by SONAE.COM in the context of the mutual consultation process,
having been clearly rejected by ONI shareholders as detrimental
to their legitimate interests and biased in favour of SONAE.COM.
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It is under these circumstances that the “proposal” presented by SONAE.COM comes as a

significant disappointment to EDP, since it merely embodies an invitation for a “close
cooperation in the telecommunications sector”, and not necessarily a pathway for a true

pooling of interests, as it was apparently understood by the public opinion. In fact the
“proposal”:

Offers a possible way forward for the fixed-line businesses (which does not add any
significant value to ONI’s fixed-line operation).

Leaves open in the future and in an uncertain manner the consolidation of the
mobile telecommunications businesses, without offering any type of guarantees to
ONIWAY shareholders.

4. Consequently, the generic model presented does not respond to the legitimate

interests of EDP and, in our view, to those of all the other shareholders of the ONI Group,

for the following reasons:

The “proposal” presented by SONAE.COM Jeads to an association at a subsidiary
level in each of the businesses (fixed-line and mobile) without offering ONI
shareholders the possibility of acceding in the short-term to the holding level at
which SONAE.COM shareholders invest, repeating in this way, the previous
situation with SONAE.COM/OPTIMUS, namely, the possibility of conflict of interests
between shareholders and the lack of liquidity imposed upon the shareholders
which are left at the subsidiary level.

In wh‘at' refers to the mobile telecommunications service, the said “proposal”
further implies certain rights to SONAE.COM and to its shareholders, which by not
being extended to the ONI shareholders significantly reduce their value and
resulting interests in a possible combined entity.

Finally, the governance model suggested by SONAE.COM for the fixed-line
business, namely a professional management team equidistant from the
shareholders, is clearly one with strong support from EDP. However, such an
approach cannot limit itself to the fixed-line business, but should instead be
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applicable to all corporate levels, including the holding level of the combined group

of companies.

5. Nevertheless, and because above ail EDP strives to defend the interests of its
shareholders, the board of directors decided to formally respond to SONAE.COM’s
letter of the 15%™ of July, - response by letter sent today - with a proposal
containing the basic principles and framework upon which a balanced negotiation
process can be carried out, aiming at achieving a balanced and economically
rational solution.

6. EDP reaffirms its resolute willingness to explore all the different available options to
create value in the telecommunications sector and confirms its readiness to share
this in a balanced manner with any entities that are currently, and could become in
the future, its partners in the telecommunications sector, in particular with
SONAE.COM.
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