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MESSAGE OF THE CHAIRMAN
OF THE GENERAL AND SUPERVISORY

BOARD

The year of 2013 was marked by a slight slowdown in
global economic growth.

The European economic climate showed however
some consistent signs of gradual recovery in the
second half of the year, with a positive impact on

the evolution of air traffic. The price of fuel, on the
one hand, following some oscillation in the first few
months, tended to stabilise in the second half of the
year, thus averting, at least temporarily, the spectre of
another price increase.

The impact of this slight improvement of the economic
outlook for European air transport in 2013 was
nonetheless mitigated by a disruptive combination of
global factors - outside the management control of
airline companies - which have strongly conditioned
the evolution of the sector.

The transformative impact of these factors on the
fundamentals of the Industry have led to profound
changes in traditional business models, intensifying
competition and changing the structure and
functioning of the market.

As a result, although the Industry registered an overall
increase in profits in 2013, the financial equilibrium of
many companies and the general profitability of the
sector suffered a serious setback.

Among the various structural changes underway,
some gained particular recognition in 2013: the
continued global expansion of LCCs (low cost
carriers); the progressive incursion of LCCs into the
long-haul market, initially focused on Southeast Asia
but now tentatively extended to the North Atlantic;
the rapid growth of Middle East companies, true
long-haul LCCs of modern times; the acceleration of
the hybridisation of the LCC and FSC (full service
carrier) models; the continuation of the consolidation
movements in the Industry, through the growing
establishment of specific bilateral partnerships,
which transcend the current framework of global
alliances; the invasive effects in the commercial, sales
and distribution areas arising from technological
innovation in the information and telecommunication
fields.

In this general context of the sector, the very positive
performance of TAP in 2013 is noteworthy.

TAP stood out amongst its European counterparts,
significantly consolidating the expansion of its

air transport operation in 2013, reflected in the
substantial increase in the number of passengers
transported (5%, against 1.6% in AEA) and ticket
revenues (4.9%). A fact that is all the more notable
insofar as it resulted from the better use of installed
capacity, which remained constant (increase of 2.9
p.p. in the load factor, to 81.1%).

In addition, the reduction in fuel expenditure and

the efficiency gains obtained in cost items controllable
by the Company enabled it to accommodate the one-
-off cumulative effect of the increase in salary costs
relative to 2012 as a result of the resumption of the
payment of Christmas and holiday allowances in 2013.

In 2013, TAP, S.A. thus achieved not only a positive
net income - which occurs for the fifth consecutive
year - but also an encouraging increase in profit (34
million euros, against 24 million euros in 2012).

In the majority of other Group companies there was
also a positive evolution, with the recoveries under
way in the two loss-making associated companies,
TAP M&E Brazil and SPdH, having continued. In the
case of SPdH, the progress already achieved enabled
it to reach break-even over the course of the financial
year, having closed - for the first time since 2006 -
its annual accounts with profit.

The general improvement of the performance of the
associated companies of TAP was reflected in the
consolidated net income of the Group, which reached
a materially balanced situation in 2013.

In addition, d(ve)-16.80-8.12.1(r)7t.
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In spite of the ups

and downs of the
industry, in a state

of permanent flux, in
spite of the volatility

of relevant markets,
growing competitive
pressures, uncertainties
on the legal front, and
the weakness of the
socio-economic climate
— TAP has reached

the end of 2013 in a
stronger position
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2013 AT THE
TAP GROUP - A

RETROSPECTIVE

AND A LOOK
TOWARDS THE

NEAREST FUTURE

TAP has managed to
successfully navigate
last year's difficult
waters, with the

Air Transport area
achieving remarkable
growth, despite the
adverse conjuncture,
with increased
occupancy rates and
much better results
than those recorded in

the prior year
7]

Fernando Pinto

Chairman of the Executive
Board of Directors
of TAP Group

Highlights regarding TAP Group business in 2013
primarily concern the steep increase in the number
of passengers and the positive results achieved, in

a year where no investment was made in supply
growth. How were these goals achieved, particularly
when considering the poor economic performance
of Portugal and Europe?

Fernando Pinto - At a time Portugal and Europe

are experiencing serious economic difficulties,

TAP has managed to change its positioning and
achieve growth. This is even more significant

when considering that, according to all available
indicators, business variations for most airlines have
remained close to twice the GDP variations in the
corresponding Countries. Nevertheless, TAP was able
to overcome these adverse circumstances, mostly by
adjusting their offer in regions with smaller potential
and increasing the number of flights to popular
destinations. The number of available seats remained
unchanged throughout in 2013; what we effectively
achieved was to improve our performance by
adjusting our flight offer, without increasing our fleet.

Competition increased considerably, mostly as a
result of the significant growth of low-cost airlines
in Portugal, partly as a result of our own success.
TAP decisively contributed to turning Portugal into a
more popular tourist destination. Moreover, Portugal
is undergoing a serious recovery process, despite all
the difficulties experienced. | would even go as far
as saying that, as a result of this success, Portugal
has attracted greater attention on a global level,
which ultimately had a positive impact on tourism and
business.

The fact that TAP has not been affected by the
adverse economic conditions currently faced by
Portugal and other European countries is also a result
of the geographical expansion of our routes. Despite
having decreased in Portugal, ticket sales increased
in strong markets, such as Germany, France and the
United Kingdom, which were less affected by the
economic crisis. Our increased focus on specific
European destinations, primarily Scandinavian and
Eastern European Countries, also contributed to this
success.

Moreover, TAP business also increased in Africa and
Brazil, having benefitted from the 2014 World Cup
and the 2016 Olympic Games. | must also mention
the United States, as our flights to Miami, one of our
most recent destinations, have caused the number of
passengers flying to this country to nearly double.

In this sense, TAP has managed to successfully
navigate last year's difficult waters, with the Air
Transport area achieving remarkable growth, despite
the adverse conjuncture, with increased occupancy
rates and much better results than those recorded in
the prior year.

A certain degree of service disruption occurred
in the summer of 2013. Did the steep increase in
the number of passengers transported without
increasing the fleet cause a decline in service
quality?

FP - In overall terms, quality increased remarkably
in 2103, particularly when the three most relevant
indicators are considered.

Firstly, let us consider baggage service quality. We
managed to reach an irregularity level of 10 baggage
items per thousand passengers, which is not only
very good for a hub company, but also made us one



of the best hubs in Europe in 2013. Secondly, the flight
regularity indicator, which reflects the cancellation
percentage, reached 99%, one of the best values in
recent years. Finally, punctuality was 74%, a value
slightly below expectations, but which we hope to
improve.

Nevertheless, | must admit that we experienced a few
difficulties regarding in-flight services during the peak
season, primarily as a result of two circumstances.
Firstly, it is a well-known fact that the number of
flights always increases in the summer. The summer
of 2013 was no different, although the number of
aircraft remained constant. Secondly, the restrictions
imposed by the State Budget Law caused Cabin
Crews to be reduced to a minimum, a situation that
was aggravated by an increase in absenteeism.

Together, these circumstances led to the absence

of an attendant on several flights, causing in-flight
services to be missing. This doubtlessly damaged the
Company'’s image during this period.

Despite all the problems, the number of carried
passengers increased considerably and operating
income was very satisfactory, especially when
compared to other companies, which reported
poorer results in 2013, while TAP business managed
to improve...

FP - TAP managed to improve business by making
better use of available seats and charging suitable
fares. Companies often need to reduce their fares
dramatically if they wish to remain competitive.
Although fares were lowered, the increase in
passenger numbers made up for this reduction. TAP
was able to offer better prices to Customers, which
led to greater demand. We also proceeded with our

efforts to increase Company efficiency. In fact, |
should mention that 2013 was the last of a relevant
three-year period during which we managed to
reduce operating expenses by 250 million euros.

Still concerning TAP SA, the Maintenance &

Engineering unit suffered a steep decline in income...

FP - That is correct, M&E Portugal, which is
independent from the unit we operate in Brazil,
suffered a considerable decline in income, which
had a negative impact on results. This decline was
due to a significant increase in competition within
this sector, with the entry of companies financed by
Middle Eastern Countries into the market. Moreover,
these companies operate globally, which has brought
competition to an entirely new level in all tenders on
which we bid.

Regarding engine maintenance, which has always
been TAP's greatest strength, the third-party engine
servicing area suffered a 40% decline. Although
business apparently started to pick up by the end

of the year, this recovery was still not sufficient to
offset the initial losses. Performance levels for the
remaining areas, i.e. aircraft and parts maintenance,
were satisfactory.

Regarding the TAP Group, the Maintenance area

in Brazil improved its performance slightly, with
increases of approximately 20% in service provision
revenues and operating income, although the final
balance was not as good as we would have liked,
mostly as a result of extraordinary items, which have
nevertheless been decreasing steadily. In this sense,
it is undeniable that TAP Maintenance & Engineering
Brazil is undergoing a solid recovery process.

Abbreviations and Glossary
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Regarding subsidiaries, Groundforce also experienced
a significant recovery, already showing profits and
continuing to provide increasingly better services.

A more efficient company, Groundforce has

already achieved the expected results, under a new
shareholder and running mostly on private capital.

Having performed on a par with TAP, Cateringpor
provided services of exceptional quality and
surpassed all expectations. Lojas Francas de Portugal
v Free Shops) also achieved exceptional results.
~e, | would like to underscore the significant
0 by these companies, as well as
~e overall results of the TAP

“nue to be

cuts was .
fact? And to whici,

FP - About 30 out of 930 Aircic.

Technicians left the company in 2013, w.

obviously caused problems, since these are hiy, .
specialised employees, who have acquired a vast anu
very value experience over the years. Anticipating

this situation, and since AMTs are trained by TAP,
we organised training courses that would allow

us to replace leavers. Despite experiencing some
difficulty recruiting new technicians as a result of the
restrictions imposed by the State Budget, we were
able to speed up this process with the Government's
support. As highly qualified professionals, TAP
technicians are widely sought after and sometimes
leave, a situation that also occurs with pilots. In fact,
37 out of 900 pilots left, which has forced TAP to
organise more intensive training courses since 2012.
Some employees have also retired and more will do
so in the future; however, TAP has been changing
and adjusting its strategy, namely in what concerns
training plans, albeit maintaining its high quality
standards.

Have the austerity measures imposed made it more
difficult to manage the TAP Group?

P - This is doubtlessly a concern, especially because
“tate Budget Law applies to all sectors and
awned companies. However, the unique
" TAP must be taken into account. As a
nerates on a global level, TAP needs
~xible to compete on a global
"eing equipped with the same
~s and operating according to
all issues where personnel
> must ensure our
~tor average. In fact,
to an extent where
“and retain
wust eliminate
a challenges

‘ch we
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A series of additional restrictions included in the
State Budget would also have created considerable
difficulties to our business, had they been adopted
without any adjustments. Intense negotiations with the
Government were required in order to address these
issues; however, | must say that we met with the full
understanding and assistance of the Government in
implementing the required changes and adjustments.

According to the media, TAP's value increased as a
result of a revaluation carried out in 2013. Can you
tell us by how much?

FP - | cannot give you a precise figure, as this
depends on several factors, namely market conditions;
however, indices alone should be able to provide a
reasonable estimate. EBIDTAR, an important criterion
to calculate a value multiplier, increased, whereas
liabilities, which reduce a company's value, decreased.
When considered together, these factors clearly result
in increased value. Moreover, TAP has reached a
different growth level. At the end of a positive year, as
was 2013, the Company is obviously more solid and
better able to face future challenges.

What is the Company'’s outlook?

FP - We intend to launch 11 new routes in 2014,
namely two to Brazil, one to Colombia, one to
Panama and the remaining seven to European
destinations. We expect to add six aircraft to our fleet,
which represents huge growth, after which we will
need to consolidate our operations. These are our
perspectives for the near future, which are indeed
very encouraging.

Abbreviations and Glossary
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SHAREHOLDER STRUCTURE
OF TAP GROUP

December 31, 2013

At the end of 2013, the Group of companies that
were part of the consolidation perimeter of the TAP
holding was made up of TAP-Transportes Aéreos
Portugueses, SGPS, S.A. and its subsidiaries,
according to the organisational diagram.

TAP, SGPS, S.A.

Portugalia, S.A. TAPGER, S.A.

. ) CATERINGPOR
TAP-Air TAP-Maintenance TAP SPdH, S.A.
Transport and Engineering Servigos

AEROPAR

MEGASIS
TAP-Maintenance
and Engineering Brazil
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Corporate governance in
2013 was characterised by
the need to respond to the
challenges that the economic
climate in Portugal and in the
Euro Zone have placed on
management.

CORPORATE GOVERNANCE

Following the suspension of the privatisation process,
the Company had to resume its activity during a
challenging period for the business and, at the same
time, subject to the strict guidelines imposed on
state-controlled companies. Particular note should

be made of salary issues, with pay cuts, elimination
of subsidies followed by the contrary ruling of the
Constitutional Court, definition of rules for prior
control of expenses, which called for exceptional
assessment and adaptation efforts from the Executive
Board of Directors, with a view to matching said
guidelines with the objectives of growth and operating
efficiency of TAP, but also strong collaboration
between the corporate governance bodies. It is also
important to point out the efforts in obtaining funds
for investments that are vital for the growth of TAP's
activity. This endeavour, as well as the reasons for
the proposed measures, merited the consent of the
shareholder and of the regulatory bodies, thereby
ensuring the stability of the Company in the pursuit of
its sustainable growth path.

In this context, the executive management did

not waver its commitment to and resolve in the
development of the Company's Strategic Plan, having
assumed the challenges facing it, without neglecting

Executive Board of Directors

Fernando Abs da Cruz Souza
Pinto Rodrigues
Chairman Member

Luiz da Gama Mér

Member Member

Luis Manuel da Silva

Manoel José Fontes Torres

the adverse contingencies it had to consider within
the scope of the many management options adopted.
It was thus possible to proceed with the investments
projected for the renewal of the fleet, the expansion
to new routes, as well as ensure social peace in the
Company (to which the reinstatement of subsidies
contributed significantly).

The Executive Board of Directors relied on the
cooperation, monitoring, supervision and informed
counselling of the General and Supervisory Board, in
all the matters that it is responsible for pursuant to
the articles of association, as well as on the qualified
contribution of the Specialised Commissions (Auditing
and Sustainability and Corporate Governance), and of
the task forces specifically created by this Council to
handle specific issues. The institutional relationship
between the two bodies, underpinned by seven years
of experience of the two-tier model of corporate
governance, was thus strengthened.

The information on the Company's requlations, Articles
of Association and activities of the Governing Bodies is
available for consultation at the TAP Group's website
wwwflytap.com.

Fernando Jorge Alves Sobral
Member

Michael Anthony Conolly
Member




Through deliberation at the General Meeting Committee
of 2nd June, 2009, for the three-year period 2009-2011.

Chairman Paulo Manuel Marques Fernandes

Vice-Chairman Anténio Lorena de Seves

Secretary Orlanda do Céu S. Sampaio Pimenta
d" Aguiar

Chairman Fernando Abs da Cruz Souza Pinto

Member  Fernando Jorge Alves Sobral
(requested termination, taking effect on 30 September 2013)
Member  Luis Manuel da Silva Rodrigues
Member  Luiz da Gama Mor
Member  Manoel José Fontes Torres
Member  Michael Anthony Conolly

General and Supervisory Board

Manuel Soares Pinto Barbosa

Chairman Member

Luis Manuel dos Santos Silva
Patrao

Member Member

Carlos Alberto Veiga Anjos

Maria do Rosario Miranda
Andrade Ribeiro Vitor

Chairman Manuel Soares Pinto Barbosa

Member  Carlos Alberto Veiga Anjos

Member  Jo&o Lufs Traga Borges de Assuncao

Member  Luis Manuel dos Santos Silva Patrao

Member  Maria do Rosério Miranda Andrade
Ribeiro Vitor

Member  Rui Manuel Azevedo Pereira da Silva

Member  Vitor José Cabrita Neto

Through deliberation of the General and Supervisory Board,

in a meeting on 26th June, 2009.

Manuel Soares Pinto Barbosa
Jo&o Lufs Traca Borges de Assuncao
Rui Manuel Azevedo Pereira da Silva

Manuel Soares Pinto Barbosa

Carlos Alberto Veiga Anjos

Joao Luis Traca Borges de Assuncao

Lufs Manuel dos Santos Silva Patrao

Maria do Roséario Miranda Andrade Ribeiro Vitor
Rui Manuel Azevedo Pereira da Silva

Vitor José Cabrita Neto

Jodo Luis Traga Borges
de Assungdo
Member

Rui Manuel Azevedo Pereira
da Silva
Member

Vitor José Cabrita Neto
Member
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Company Secretary

Through deliberation of the Executive Board of Directors, in
a meeting on 23rd June, 2009.

Company Secretary
Orlanda do Céu S. Sampaio Pimenta d" Aguiar

Alternate Company Secretary
Alda Maria dos Santos Pato

Meetings of the Board of Directors

During 2013, 14 meetings were held by the Executive
Board of Directors of TAP, SGPS, S.A. and 19
meetings were held by the Executive Board of
Directors of TAP, S.A..

Main Deliberations of the Boards of Directors in
2013

TAP, SGPS, Creation of the Continuous Improvement
A Programme

Approval of the 2013 Amending Budget

Approval of the Plan of Activities and Budget
for 2014

TAP, S.A. Creation of the Optimisation and Performance -
Continuous Improvement area

Approval of Lols relative to leasing contracts of 2
A330 aircraft and 2 A320 aircraft

Change to the Purchase and Sale Agreement of
A330 and A350 celebrated on 31 December 2005
between Airbus S.A.S. and TAP

Supervision of the Company

Official Accountant
Through deliberation at the General Meeting Committee of
2nd June, 2009, for the three-year period 2009-2011.

TAP-Transportes Aéreos Portugueses, SGPS, S.A.
Permanent Oliveira, Reis & Associados represented
by José Vieira dos Reis

Alternate  Fernando Marques Oliveira

TAP, S.A.

Permanent Oliveira, Reis & Associados represented
by José Vieira dos Reis (until 4
December 2013)

Oliveira, Reis & Associados represented
by Joaquim Oliveira de Jesus (since 5
December 2013)

Alternate  Fernando Marques Oliveira



COMPLIANCE WITH LEGAL GUIDELINES
MANAGEMENT OBJECTIVES

No objectives were defined by the holder of the shareholder function, through deliberation of the general meeting.

FINANCIAL RISK AND DEBT MANAGEMENT

Years 2009 2010 201 2012 2013
Financial costs (€) (46,558) 44977) (44,524) (55,271) (46,993)
Remunerated Liabilities (€) 2012 2013 Var. (abs.) Var. (%)
Non-current Liabilities 775,390 660,131 (115,259) -14.9%

Loans received 775,390 660,131 (115,259) -14.9%
Current Liabilities 258,674 390,512 131,838 51.0%

Loans received 258,674 390,512 131,838 51.0%
Total Remunerated Liabilities 1,034,064 1,050,643 16,579 1.6%

RECOMMENDATIONS OF THE SHAREHOLDER

There were no recommendations of the shareholder issued at the time of approval of the accounts for 2012.

REMUNERATIONS

// The remuneration of the Governing Bodies of TAP is set by the General Meeting (see article 11 of the Articles of
Association of TAP, SGPS).

Abbreviations and Glossary

// The members of the Executive Board of Directors and General and Supervisory Board are remunerated,
exclusively, for positions held at TAP, S.A., and do not earn any remuneration for positions held at TAP, SGPS
or at any other TAP Group company.

Of the Governing Bodies
Board of the General Meeting

. Annual Remuneration
!\g‘aa?‘d‘aéiw Position Name Fixed Remuneration Status Gross Paid
2009-2011 @ Chairman Paulo Manuel Marques Fernandes 640 € 1,280 € @
Vice-Chairman Anténio Lorena de Seves 400 € 800 € @
Secretary Orlanda do Céu Silva Sampaio Pimenta d’Aguiar 330 € 660 € @

(1) Established value of the attendance voucher; (2) Value corresponds to a General Meeting at TAP, SGPS and a General Meeting at TAP, S.A.
(*) See number 4 of article 391 of the Companies Code

Report of the General and Supervisory Board 2013, TAP SGPS

General and Supervisory Board

K <

!\gtaar:td—altfid) Position Name o Appointment e é

2009-2011 © Chairman Manuel Pinto Barbosa General Meeting 02.Jun.09 é’

Member of the GSB Joao Borges de Assungao General Meeting 02.Jun.09 2

Member of the GSB Carlos Veiga Anjos General Meeting 02.Jun.09 %

Member of the GSB Lufs Patrao General Meeting 02.Jun.09 %

Member of the GSB Maria do Rosario Vitor General Meeting 02.Jun.09 §

Member of the GSB Rui Azevedo Silva General Meeting 02.Jun.09 E

Member of the GSB Vitor Cabrita Neto General Meeting 02.Jun.09 g

(*) See number 4 of article 391 of the Companies Code E

o

Annual Remuneration <

Name Variable Fixed ® Other Reduction Law 12-A/2010 gii:::iizv(jme Gross after Reductions §

Manuel Pinto Barbosa n.a. 126,000.00 € - 6,300.00 € 11,970.00 € 107,730.00 € %

Jodo Borges de Assungao n.a. 98,000.00 € - 4900.00 € 9,310.00 € 83,790.00 € g

Carlos Veiga Anjos n.a. 98,000.00 € - 4,900.00 € 9,310.00 € 83,790.00 € %

Luis Patrao n.a. 98,000.00 € = 4,900.00 € 9,310.00 € 83,790.00 € §D

Maria do Rosério Vitor n.a. 98,000.00 € - 4,900.00 € 9,310.00 € 83,790.00 € é
Rui Azevedo Silva n.a. 98,000.00 € - 4,900.00 € 9,310.00 € 83,790.00 €
Vitor Cabrita Neto n.a. 98,000.00 € - 4,900.00 € 9,310.00 € 83,790.00 €

(™) Only for remuneration, with there being no entitlement to representation expenses




TAP Group

s
©

Social Benefits

Name Aug/'ﬁ;rgce Social Protection Scheme Health Life Personal Accident
Identify Value Insurance Insurance Insurance

Manuel Pinto Barbosa n.a. Social Security 16,726.92 € n.a. n.a. n.a.

Joao Borges de Assung&o n.a. Social Security 16,726.92 € n.a. n.a. n.a.

Carlos Veiga Anjos n.a. National Pensions Fund n.a. n.a. n.a.

Luis Patrao n.a. Social Security 16,726.92 € n.a. n.a. n.a.

Maria do Rosério Vitor n.a. Lawyers and Solicitors Welfare Fund n.a. n.a. n.a.

Rui Azevedo Silva n.a. Social Security 16,726.92 € n.a. n.a. n.a.

Vitor Cabrita Neto n.a. Social Security 16,726.92 € n.a. n.a. n.a.

Board of Directors

gtaa?tdiaéi " Position Name Do Appointment e

2009-2011 @ Executive Chairman Fernando Pinto General Meeting 02.Jun.09
Executive Director Michael Conolly General Meeting 02.Jun.09
Executive Director Manoel Torres General Meeting 02.Jun.09
Executive Director Luiz Mér General Meeting 02.Jun.09
Executive Director Jorge Sobral General Meeting 02.Jun.09
Executive Director General Meeting 02.Jun.09

Lufs Rodrigues

(*) See number 4 of article 391 of the Companies Code

(1) Requested termination due to retirement, taking effect on 30 September 2013

Annual Remuneration

Name Variable Fixed (*) Other Reduction Law 12-A/2010 Reduction (State Budget Law) Gross after Reductions
Fernando Pinto - 420,000.00 € - 21,000.00 € 39.900.00 € 359,100.00€
Michael Conolly = 280,000.00 € = 14,000.00 € 26,600.00 € 239,400.00 €
Manoel Torres = 280,000.00 € = 14,000.00 € 26,600.00 € 239,400.00 €
Luiz Mor - 280,000.00 € - 14,000.00 € 26,600.00 € 239,400.00 €
Jorge Sobral - 243,551.16 € - 12,177.56 € 23,137.36 € 208,236.24 €
Lufs Rodrigues - 280,000.00 € - 14,000.00 € 26,600.00 € 239,400.00 €




Name Mobile Communication Expenses

Defined Annual Ceiling Annual Value Comments
Fernando Pinto 9,000.00 € 7,026.16 €
Michael Conolly 9,000.00 € 765.36 €
Manoel Torres 9.000.00 € 1706.24 € includes expenses
Luiz Mér 9,000.00 € 4,893.27 € related to internet
Jorge Sobral 9,000.00 € 1,348.80 €
Lufs Rodrigues 9,000.00 € 319211 €
Costs related to Vehicles
Vehicle fleet for use by the Conclusion Reference Mode Starting End Number of Value Annual
Executive Board of Directors of individual contracts value of the Year Year Instalments of the Value
and general support services for use of vehicles vehicle Monthly
of the Governing Bodies Rent @
12-ND-38 N 2012 2016 48 1,059.44 € 12,713.40 €
53,899.53 € Renting
88-NC-57 N 2012 2016 48 1,059.44 € 12,713.40 €
21-EM-43 N 2007 n.a. n.a. n.a. n.a.
66-EJ-82 N 2007 n.a. na. n.a. n.a.
69-EJ-08 N 51,027.65 £ Acquisition 2007 n.a. n.a. n.a. n.a.
10-FQ-07 N 2008 n.a. n.a. n.a. n.a.
14-IM-45 N 2009 n.a. n.a. n.a. n.a.
a) Value of insurance €98.62/month, included in the monthly instalment rent (€1,059.44)

N Defined annual Plafond for fuel of the vehicle Annual costs of the vehicle fleet allocated to the Governing Bodies =

ame fleet allocated to the Governing Bodies Fuel Tolls Insurance 2
Fernando Pinto :‘;

5
Michael Conolly 2
o

NEmeal Teres € 1,183.44 for rented vehicles (value included in =

— 24,000.00 € 17,616.00 € 6,731.80 € the rent); from € 803.65 to € 1,112.29 for vehicles @
Luiz Mor owned by TAP §

Jorge Sobral

Lufs Rodrigues

Annual costs related to Work Travel

Name Accommodation Daily Other Total travel
cost allowances Identiy Value cost (%)

Fernando Pinto 3,439.90 € 3,870.75 € Transport 607.34 € 791799 €
Michael Conolly 1,068.11 € 2,776.54 € Transport 914.73 € 4,759.38 €
Manoel Torres 0.00 € 697.05 € Transport 55.00 € 752.05 €
Luiz Mér 4555.86 € 2,766.40 € Transport 254.45 € 7576.71 €
Jorge Sobral 117707 € 2,072.70 € Transport 400.78 € 3,650.55 €
Lufs Rodrigues 3,675.59 € 4,211.05 € Transport 1163.57 € 9,050.21 €

Report of the General and Supervisory Board 2013, TAP SGPS

Supervision and Audit

<
TAP, SGPS -
2
. P R o
Mandate Sosiion SROC identification Appointment Contracted gwl;?g;;sfheld &
- i . ]
(Start - End) Name Number Doc. Date Remuneration in the company é
2009-2011 © Certified Oliveira, Reis & Associados, 359 General Meeting 02.Jun.09  €13,800.00 + VAT (at 2 f;
Accountant represented by José Vieira dos Reis the legal rate in force) ‘f_ﬂ
2009-2011 © Certified Accountant Fernando Marques Oliveira 207 General Meeting 02.Jun.09 2 é
Alternate ic
°
(*) See number 4 of article 391 of the Companies Code ;‘E
°
2
S

TAP, S.A.
<
1]
SROC identification Appointment Contracted Number of g
Mandate - . i
(Start - End) Position Remuneration mandates held 3
Name Number Doc. Date in the company @
=
Oliveira, Reis & Associados, represented by 359 I
José Vieira dos Reis (until 4 Dec 2013) 33
2009-2011 Certified Accountant Gl ey AN R VAT 2 <
Oliveira, Reis & Associados, represented by 1056 the legal rate in force) 5
Joaquim Oliveira de Jesus (as of 5 Dec 2013) gﬂ
@
. - - 2
2009-2011 © Certified Accountant Fernando Marques Oliveira 207 General Meeting 2.Jun.2009 2 £

Alternate

(*) See number 4 of article 391 of the Companies Code
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External Auditor

TAP, SGPS
External Auditor identification Date of Hire Annual Remuneration (€)
Name Date Period Value of Services Rendered
PricewaterhouseCoopers & Associados 8.Aug.2008 Year 2013 11,000 € + VAT (at the legal rate in force)
TAP, S.A.
External Auditor identification Date of Hire Annual Remuneration (€)
Name Date Period Value of Services Rendered
PricewaterhouseCoopers & Associados 8.Aug.2008 Year 2013 69,050 € + VAT (at the legal rate in force)

PUBLIC MANAGER STATUTE

Article 32 of the Public Manager Statute, relative to the non-use of Company credit cards and
the non-reimbursement of personal representation expenses, is being complied with.

PUBLIC PROCUREMENT

// Application of the public procurement rules
TAP Group companies are not covered by the Public Procurement Code.

// Internal procedures established for the procurement of goods and services
Purchases and Sales Directives and Competencies - The areas of purchases, as departments responsible
for the procurement process, are responsible for supervising compliance with applicable legislation, as
well as with the directives in force at TAP, in their respective areas of intervention. The regulation foresees
the delegation of powers, in order to fulfill the different responsibilities in the area of purchases within the
Company.

// Concluded contracts of a value greater than 5 M€
Contracts requiring prior approval from the Court of Auditors, until 31 December 2013, as determined in article
47 of the Organisation and Procedural Law of the Court of Auditors, at TAP, S.A.:
// Pax Handling (Orly Airport);
// Ramp Handling (Orly Airport);
// Cleaning of aircraft (Lisbon Airport).
All of the above contracts received the approval of the Court of Auditors.

NATIONAL PUBLIC PURCHASING SYSTEM (SNCP)
AND VEHICLE FLEET OF THE STATE

TAP is not covered by the National Public Purchasing System (SNCP). Regarding the management of the vehicle

fleet of Group Companies, the Purchases and Sales Manual of TAP Group requires compliance with the guidelines
laid down in Law number 66-A/2012 of 31 December.

PRINCIPLE OF UNITY OF THE STATE TREASURY

TAP Group is not subject to compliance with the Principle of Unity of the State Treasury; see Order number
1760/2013-SET of 19.09.2013.

AUDITS CONDUCTED BY THE COURT OF AUDITORS

The Company was not subject to audits conducted by the Court of Auditors.

SEE SITE

The information is available on the official site of TAP and is entered into the Economic and Financial Information
Collection System (SIRIEF); TAP is not subject to this reporting on the SEE site.
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Destinations

TT with TAP operation
104 Europe (10 Portugal)
65 Americas

21 Africa

8 Middle East and Asia

71

Alircraft

16 long-haul operation
16 regional operation
(Portugalia)

10.7 ...

Passengers

8 2 ) 4 thousand tons

Cargo and Mail

o0

Third Party
Customers
Maintenance

35 airline companies

Growth strongly
reinforced
particularly in
external market

Annual compound average
growth rate 2003-2013

12.3%

Sales and Services Rendered
EUR million

2,219
2,374

[
744

[

i

North

Atlantic
D 5%
2 3%
;3 Portugal
W 38% D 4%
= 5o, 2 14%
e 7
1
Mid L
Atlantic =
D 2%
2 1%
1
1
W 39%
= 2% South
Atlantic
D 40%
4 2 4%
9
24
W 23.0%
2 44%

/°

TAP' SG Ps' S.A. // A group of companies which carry out their

activities in areas linked to the Group’s core
PROFI LE busi'ness-es - Air‘Trans‘port and Maintenance and}
Engineering -, with a view to controlling the service
chain.
TAP will focus on the Air Transport service and
its complementary activities, consistently aiming
at investor return and leadership of the niche
market in which it operates. TAP will offer its
Customers a quality product and will always be
the best choice for those who want to use its
services and one of the best companies to work TAP Portugal is an international airline company
for. which operates from its base in Lisbon, a city which,
due to its geographic location, is a privileged access
platform to markets located in other Continents,
and also operates from Porto airport, its second
TAP, SGPS, S.A. is a company whose aim is the operational hub.
management of shareholdings in other companies.
The following contribute to the Group’s results:

Following its strategic direction, TAP's priority is to
fulfil its Customers’ expectations, promoting their
loyalty and maintaining strong ties with Portugal, a
focus that corresponds to the market niche in which
its competitive position is most established.

The Company will act in accordance with its
commitment to society and the environment.

In the development of its network, the Company
pursues a niche strategy, connecting Europe to a
// TAP-Transportes Aéreos Portugueses, S.A. (TAP growing number of destinations located in Africa, in
Portugal), whose main activity is air passenger North, Central and South America, and in the latter is
and cargo transport, also provides services to the leading European air carrier flying to Brazil.
third party customers through its Maintenance
business, in Portugal, and in Brazil through the
Group company TAP-Manutenc&o e Engenharia
Brasil, S.A;



Europe

D 38%
2 1%

42

59
I 37.0% Other
= 31% + Rest of
the World

8
W 0.6%

> 0%

Africa

D 1%
2 %
15
6
W 69%
> 18%

Operation Network

Demand (in passengers and in passenger-Km)
by destination of Air Transport, regular flights.
€D RPK

& Passengers

TAP Operation
Operation by Partner Company
I Revenue

e> Lisbon hub Transfer Traffic

2
£
TAP Group ended 2013 with a net income of -5.9 Turnoygr Reinforcement of sales in markets T
million euros, an improvement of 19.6 million euros FUR million LI &
relative to thé -25.5 million euros recorded in the IS, I TE N I
Levious vear ' 2013 2012 var. the positioning of its contribution to
P year. (%) the volume of national exports, with
At the operating level, before interest and taxes, the Air Transport 23465 22559 4.0 a total contribution of 2,374.3 million
Company recorded 44.1 million euros, reflecting an Maintenance 742 1145  (35.2) euros of sales and services rendered
improvement of 3.3 million euros relative to 2012. Third Parties Assistance Portugal in markets abroad, 7.0% more than
Maintenance 726 708 25 in2012.

Particular note should be made of the fact that by

Consolidated Financial Statements TAP, SGPS, S.A.

. . Third Parties Assistance Brazil

Fhe enq of 2013, TAP haq more than QOubled its size Dty Free e — - Grlls st Senvass Radaed
in relation to 2000, with its offer having grown by uty : - : EUR million
approximately 160% over this period. Catering 7.0 6.0 17.3

. . Other Activities 8.7 191 (544
Over the course of the financial year, TAP Group (TAPR, of TAP, SGPS, S.A. 2013 2012 x/?)r.
S.A. and other associated companies) had an average TOTAL 2615 26207 s
number of staff of 12,631, having ended the year with o e : External market® 23743 22187 70
12,856 employees. Other markets 2948 3994 (26.2)

(*)TAP companies reporting directly to the Bank
of Portugal

TAP Group

N
(3



Flight Hours

Own aircraft

Supply (ASK)H
Demand (RPK) H
100

Frequency evolution

Europe

159.8%

2000 2012 2013

2.2%
173.6%
Africa US.A.
2000 2012 2013 2000 2012 2013
09% ’ 3.4% ’ 2
105.6% 184.1% =
2000 2012 2013 2000 2012 2013
—_— —_
1.3% -1.3%
255,113 35,449 28,152
) hours ) )
e i Venezuela Brazil
million ASK million RPK

The number of flight hours by the TAP fleet
totalled more than 255 thousand, a 0.9% The capacity of the operation remained
increase relative to 2012. similar to the previous year, with demand

having increased by 3.4%. ﬁ E E g
2000 2012 2013 2000 2012 2013
3.0% -2.7%
19.7% 312.3%
Maintenance Revenues Cargo Revenues Passenger Revenues
EUR 10° EUR 10° EUR10°
2000 2012 2013 2000 2012 2013 2000 2012 2013
-34.3% -9.1% 4.9%
-11.8% 47.0% 163.8%
75'628 EUR thousand 115'348 EUR thousand 2'217 EUR million
The total sales and services rendered by Transported cargo revenues registered a Passenger revenues increased by 4.9%,
TAP-Maintenance and Engineering Portugal, contraction of 9.1%, reflecting the climate of reflecting the increase in demand, namely,
reflecting the continuing fragile state of the economic depression in the air cargo market. for the routes of the Europe and Africa
maintenance market, recorded a decrease regions.

of 34%.

Note - Values for 2012 and 2013 in accordance with the
IFRS (International Financial Reporting Standards).




Ticket Sales

2013
Rest of the World
0.1%

South Atlantic
230% Other

0.5%
Mid
Atlantic
Portugal

39% 24.8%
North

Atlantic
38%

Europe
37.0%
Africa

6.9%

2012

Rest of the World
01%

South Atlantic
9

229% Other

0.4%

Mid
Atlantic
Portugal
26% 27.0%

North
Atlantic
35%

Europe
369%
Africa

6.6%

EBITDAR
EUR 10°

Operating Revenues
and Gains
EUR 10¢

2000 2012 2013
B
15%
120.6%
2,723
EUR million

The operating revenues and
gains of Group companies as
a whole reflected the effect of
the increase in demand levels.
Note - Values of 2012 and 2013

according to the IFRS (International
Financial Reporting Standards).

Net Operating Income
EUR 10°

2000 2012 2013

Restated

5.1%

2000 2012 2013

Restated

8.1%

185.9%

225,434

EUR thousand

Net operating cash flow to
deal with financial charges and
investments for TAP Group
companies increased by 10.9
million euros.

171.4%

44,061

EUR thousand

Operating income, reflecting
the persistent efforts from
Group companies in improving
efficiency, increased by 3.3
million euros.

Note - Values of 2012 and 2013

according to the IFRS (International
Financial Reporting Standards).

Total W

Human Resources
(TAP, S.A. + PGA, S.A))
Ground Staff H

0.8%

2000 2012 2013
-03% ’
18.7%
7,531
Employees

In view of the growth of the
business since 2000, the
evolution of the Staff of TAP,
S.A. + PGA, S.A. reflects

the general increase in the
Company's productivity levels.

Net Income
EUR10°
«Q
O
D
D~ [ie)
5 :
3
n
h
2000 gq@ 2013
77.0%
95.2%

E'U§tz86d8

In spite of the continually high
fuel prices, the increase in
efficiency achieved over the
last few years was reflected in
the net income of TAP Group,
which stood close to balance.

Note - Values of 2012 and 2013
according to the IFRS (International
Financial Reporting Standards).

1,027 USD
p/ton.

295 USD
p/ton.

2000 2012 2013
-5.4%
392.3%

761973

The behaviour of oil prices, due
to the effect of the exchange
rate appreciation of the euro
relative to the USD, was
reflected in fuel costs at TAP,
SA.

(*) Includes charges relative to the
acquisition of the CO, emission allowances

2000

Total Debt (]
Net Debt l

2012 2013

1,091

Total net debt reflects the
continuous effort placed on
the capacity to reduce the
Company's indebtedness.
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SUSTAINABLE DEVELOPMENT

OF TAP GROUP

SOCIAL RESPONSIBILITY

Participative management model fostering
social recognition

Under its strategic vision, in undertaking to be the
best company to work for, TAP seeks to enhance the
impact of the activity of all its Employees and, in this
way, base its sustainable development on a model
of participatory management and social recognition,
through their improved performance and greater
contribution towards competitiveness and results.

In this way, one of the three pillars of the mission of
TAP - to be one of the best companies to work for - is
reinforced.

TAP promotes a participative management model
fostering social recognition, which reconciles the
performance and competitiveness of the business
with the well-being and harmony of the employee.
There are various internal promotion programmes
that symbolise the commitment to quality of the TAP
brand, seeking to distinguish the employees who most
stand out in conveying this value.

The success that TAP has achieved in the market and
amongst its Customers, associated to the national
and international awards which it has received arises,
essentially, from the fact that its employees identify
with the values and attitudes of the Company, where
People play a determinant role in the Construction of
a Positive Organisation. The level of positive attitude
and personal growth, fostered by the development of
positive psychological skills, such as self-confidence,
hope, optimism and resilience, are skills that when
developed and managed effectively, enhance team
performance and yield.

With a view to the personal motivation, safety

and well-being, and respect for balance between
professional and personal/family life, TAP offers a
considerable range of social benefits. In particular,
the internal medical clinic, health and life insurance,
nursery, canteen, and a social service providing
support and counselling to current and former
employees.

Commitment to citizenship
and social responsibility

Within the scope of its commitment to citizenship and
social responsibility, TAP has invested in Teleworking,
which permits working from home. In this way, by
assuring the intended levels of productivity, it also
provides greater support to the family. Note should
also be made of collaboration agreements with
various social support institutions, aimed at promoting
the integration of disabled people in business
environments, with various areas of the Company
offering jobs suited to the special needs of workers
and interns from these institutions. In 2013, under

a philosophy of social inclusion and responsibility,

the Human Resources of TAP provided training to
employees whose activity involves interacting with
deaf people, in order to promote greater interaction
amongst all.

Among other Organisational Citizenship Conduct
(CCO), TAP has met the appeals of society and of

the economic and social environment, by continuing
to foster, intensively, traineeships with a view to
developing and integrating young unemployed people
in the Company. With regards to actions with an
external impact, over the years, TAP has supported
the charitable and civic action of its employees within
the community, generating a sense of belonging in
those who share the Company's values. In this way,
TAP intends, once again, to be a space of professional
and personal fulfilment.

On the other hand, TAP Group, hand in hand with
other initiatives, promotes the pool of corporate
volunteers, which includes the Voluntdrios com Asas
(Volunteers with Wings), the Assistance Team and the
Care Team. The first aims to mitigate the difficulties of
those most in need, through an enormous number of
actions in support of the community, while the second
provides assistance at the airport, in peak operating



ENVIRONMENTAL
RESPONSIBILITY

World Water Day (22 March)

Through the children’s drawing competition Water, the
Source of Life, the children of TAP Group employees
were alerted to the scarcity of water in the world and
the importance of preserving this natural resource.

World Environment Day (5 June)

With the action Water footprint of food: from choice to
waste, TAP sought to raise the awareness regarding
the importance of choosing and preparing food with
a low water footprint, i.e. food which consumes less
water during its life cycle.

TAP’s CO, Emissions Compensation Programme
continues to draw amazement with its good
results. In 2013, TAP's passengers voluntarily

offset over 15 thousand tons of carbon dioxide
(CO,), which significantly exceeds the objective
of 5 thousand tons established for the year
under analysis.

For more information on TAP's environmental activities,
please read the “Environmental Perspective” chapter in the
Sustainability Report of TAP.

At TAP-Maintenance and Engineering,

the commitment to the improvement of
environmental performance was maintained,
with the consolidation of the strategy defined in
2012, through the missions: Waste Mission, Green

Hangar Mission, Savings Mission and Mission +
Environment. These missions were maintained
as strategic pillars of the environmental policy
of the Business Unit, complemented with some
investment in terms of infrastructures and the
continued effort in employee training.

The More Environment Mission and Green Hangar
Mission sought to raise environmental awareness,
reinforcing the investment in the disclosure of
environmental contents. The Waste Mission focused on
the optimisation of the waste storage and collection
processes, in order to minimise the probability

of spillage or environmental incidents during the
handling of waste. Paper consumption reduction, of
more than 11%, exceeded the objective, as a result
of the information campaigns conducted under the
Savings Mission throughout the year. The reduction
of energy consumptions, with environmental

and economic benefits, has been a priority for
Maintenance and Engineering since 2010.

The first energy audit was conducted to the
premises covered by the Environmental License,
with various improvement opportunities having been
identified, which were translated into the Energy
Rationalisation Plan, a 6-year Plan which is expected
to reduce consumption by 6%, in line with the legal
requirements. The first Execution and Progress
Report was prepared in 2013, with reference to the
first two years of the Plan, indicating a reduction of
consumption of about 16% - a highly encouraging

result - mainly due to the investments made in terms
of lighting. In terms of infrastructures, new painting
and sanding cabins were acquired and installed in the
Component Maintenance area, assuring compliance
with the best environmental practices. In turn, with
the aim of improving/increasing the repair capacity
of the Cabin Interior Workshop, a study was begun in
2013 to define the best solution for the remodelling
of the coating application and sanding cabins, an
investment that is planned for 2014.

In 2013, International Year

of Water Cooperation, TAP
gave priority to disclosure
and awareness raising on
the environment at Group
companies specifically
concerning sustainable water
consumption.

i B ==

The recovery process of scrap from obsolete material
that was written-off and maintained on the premises
was concluded, generating economic gains for the
Aircraft Maintenance area through the recovery of
recycled materials.

The treatment of industrial effluents from the
Electrolytic Treatment Workshop and the Engine
Workshop, carried out at the WWTP (Wastewater
Treatment Plant) of the Business Unit, reached 1,026

m?, with the quality control of the final effluent being 2oy .
assessed whenever there are discharges and through " e
quarterly monitoring, according to the Environmental m

License in force. The efficiency of the treatment
processes is checked regularly and the processes
are altered, when necessary, according to the
characteristics of the effluent under treatment. Every
six months, and as foreseen in the Environmental
License, two monitoring campaigns were conducted
for fixed source emissions and, as a preventative
pollution measure, two additional campaigns for the
fixed source associated to the degreasing process

at the Electrolytic Treatment Workshop. Also
noteworthy are the employee awareness raising
actions related to environmental themes, through

the dissemination of the Environmental Newsletter and
the affixation of posters, as well as the creation of a
new training action in Environmental Management
and the maintenance of a training action in Industrial
Waste Management, enabling 538 employees to
receive training, involving a total of 43 training
actions. The Environment Office of Maintenance and
Engineering was invited by NOVA School of Statistics
and Information Management (ISEGI-NOVA), in
partnership with the University of Pardubice-Czech
Republic, to take part in the Scientific Panel of the
Summer Course Sustainability Management in the Air
Passenger Transport Sector, being responsible for
the coordination and presentation of the module with
reference to the Environmental Aspects and Impacts
on Maintenance Operations - Good Practices for the
Reduction of Fuel Consumption.

Abbreviations and Glossary

Report of the General and Supervisory Board 2013, TAP SGPS

Consolidated Financial Statements TAP, SGPS, S.A.

TAP Group
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KEY FACTS

During 2013, the Company
continued its efforts to maintain
a competitive positioning on the
global market, with events of a
structural nature having taken
place.

The 3rd and 4th phases of the
process of indirect reprivatisation
of the share capital of TAP-
Transportes Aéreos Portugueses,
S.A. (TAP, S.A), through the
reprivatisation of the share capital
of TAP-Transportes Aéreos
Portugueses, SGPS, S.A. (TAP
proved by
the Coun rs during
2012 (Decree-Law number
210/2012, of 21 September).
The specific conditions of the
operation were established in the
tender specifications, approved
in the annex attached to Council
of Ministers Resolution number
88-A/2012, of 19 October,
published in Diario da Republica.

Under the 3rd phase of the
reprivatisation process, which
included a preliminary process
of collection of intentions of
acquisition and subscription
amongst potential investors,

gy Aerospace Corporation

gy) was admitted to
participate in the subsequent
phase of the direct sale process
(Council of MinistersgReselttion
number 88-B/2012, of 18yQctober)
having, as a followsup, submitted a
binding progosal, which took place
on 7 Decemmber 2012:

Pursuant Y@ the provisions in

the Tender Specifications, TAP,
S.A. expressed its opinian.on the
adequacy of Synergy's project

and strategic commitments to the
interests of the Company, with the
special supervisory commissi

of the proces 5

an opinion, concluding on their
compliance with the applicable
legal rules and procedures.
Following its appraisal of the
submitted binding proposal, the
Government considered that it did
not include elements that could
enable it to reach a conclusive
judgement, thus determining the
completion of this process, and the
Company'’s Reprivatisation Process

having remained suspended as of
this time.

Annual Report

MAIN EVENTS

NELTETRY

TAP launches
Passbook, an
application enabling
passengers to store
their boarding pass on
their mobile devices,
after having completed
a mobile check-in.

March

As a contribution

to the publicising
of culture and ar

made in Portugal, the
in-flight promotion
of the distribution

of Portuguese fil
and documentari

June

TAP CARGO launches an application for
smartphones, enabling verification of the status
of an order in real time, consultation of schedules
and the situation of Company flights available for
Cargo transport, as well as the viewing of news,
frequently asked questions and contacts all over
the world for booking space.

! Start-up of direct flights between Lisbon and

the Island of Pico, in the Azores, an operation
which, meeting the aspirations of the residents of
this island, also demonstrates the public service
that TAP has always provided in relation to air
connections to the Azores.

ms
es

continues, with the
first presentation of

the film Tabu pro

by Miguel Gomes,
which was awarded

the first place in

53rd International Film

An agreement is signed between TAP-Maintenance
and Engineering and Air France/KLM, enabling
expansion of the collaboration that has existed for

duced

the over 15 years, between the maintenance units of the
two companies, based on the exchange of services.

Festival of Cartagena.

Y | Care? Quality is presented at the Paris Air Show,

?‘*_“-h- » | as the new positioning of TAP-Maintenance

and Engineering in the market, based on quality
and relations as the key characteristics of the
Company'’s attitude in relation to its business and
customers.

TAP-Maintenance and Engineering hosts the
Commercial Aircraft Composite Repair Committee
(CACRO).

02f=03f=05 /=06

February

TAP promotes national
tourism at the Lisbon
Tourism Exchange
(BTL), paying tribute
to the Central Tourism
Region, with the
presentation of the
February UP magazine,
the main highlight of
which is the city of
Coimbra.

May

TAP promotes the destination of Portugal among

international agen
22nd Internationa

Association of Travel Agencies), held in the Algarve.

BEE

o b

TAP-Maintenanc

August

TAP's Contact Centre
is henceforth available
through Skype, thus
offering its Customers
progressively

more simple and
effective forms of
communication.

ts, during its participation in the
| Meeting of ABAV (Brazilian

Launch of the digital Victoria
card, available in applications
for smartphones and tablets,
introducing improvements in the
operation of the frequent flyer
programme.

e and Engineering promotes the

Week of Continuous Improvement, where one of
the key objectives of this event is the transfer of
knowledge and methodologies and enhancement

of dynamics of C
Business Unit.

ontinuous Improvement in the




September

TAP-Maintenance and
Engineering signs a

contract for the revision

and repair of landing
gear of NATO's AWACS
fleet, continuing close
to three decades of
collaboration.

October

Start-up of the provision of a video-interpreter
service, aimed at people with hearing impairment,
for requests for clarification and acquisition of
journeys through TAP’s Contact Centre. This
initiative demonstrates the attention dedicated by
TAP to the specific needs of each customer.

Opening of the line to Tangiers, the third destination
served by the Company in Morocco, where it
already operates Casablanca and Marrakech.

Start-up of the connection to Boa Vista, the fourth
destination served by TAP, in Cape Verde.

Holding of the seminar on the CFM56-5B engine

in Lisbon, organised by TAP-Maintenance and
Engineering, an event which enabled the sharing of
experiences, as well as greater approximation to a
target market for this TAP's Business Unit.

The Executive Chairman announced the fleet
increase in 2014, enabling TAP to reinforce its
offer and fly to a further 10 new destinations: in
Europe: Belg rbia), Got (Sweden),
Hannover (Germ France), Saint

rsburg (Russia) and Tallinn (Estonia). In the
American continent, in addition to the connection
to Bogota and Panama City, TAP continues to grow
in Brazil, opening the triangular route of Manaus
and Bethlehem.

November

Customers are provided with a new form of
payment of airline tickets in TAP's online booking
engine - PayPal. The adoption of this pioneer
solution and worldwide leader in the sending
and receipt of online payments falls neatly in

the Company's goal to promote innovation as

a decisive factor in simplifying the purchase
process.

With its presence at the World Travel Market
(WTM), the largest travel and tourism fair of
the United Kingdom and one of the largest of
Europe, TAP promotes the Company’s services,
Portuguese tourist destinations and national
products served in-flight.

Hannover

December

Start-up, at the Lisbon stop-over, of the Bags
ready-to-go project under the IATA's Fast Travel
initiative, aimed at providing baggage labels

at self-check-in kiosks.

Following a recent decision of EASA (European
Aviation Safety Agency), the use of personal
electronic devices is henceforth permitted during
all flight phases, provided that they are configured
in flight mode or equivalent, i.e., provided that their
data communication and transmission systems
(wireless and bluetooth) are deactivated.

Manaus






Best Airline Company of Europe

Distinction arising from the GT Tested Reader gqrvey
to frequent flyers and executive ¢ )
North American Global Traveler Magazine. This
distinction represents one of the most important
ards of the Travel and Tourism industry,
nising the best performance in the sector

a

recog

S

Passenger Choice Awards
ributed, under the APEX-Airline Passenger

,in the Best In- \7ht Video

20 where TAP nts

figures, reaffirming its

pen.

AmCham Tributes 2013
Distinction attributed by the American Cham

nd the USA,
“ial relations
for the intense
H e USA, and vice-versa.

promotion of Portug

TAP Cargo, Best Air Cargo Company

in two categories (Best Air Cargo Company

for Europe and for Africa)

Special mention attribut Od by the ;
&N

Transport categories.

Guri Trophy
Tribute paid to by the state of Rio G
to Fernando Pinto, dis mm uis \wm his

d by TAP
career, namely, as chairman of the Executive Bog rd

of Directors of TAP. o/

rande do Sul,

TAP's in-flight magazine distinguished
under the Comendador Marques dos Reis
Journalism in Tourism Awards

UP distinguished with 2nd place in the Print

Journal / the news report Door to the
Amazon, J(.d\mk.d to Bd(srr do Para, in recognition of
the work and importance of the tourist publicising of
this destination of the TAP network.

Logistics Efficiency Award
Distinction given to TAP-Maintenance and
Engineering Brazil, by Infraero, distin

efficiency of this maintenance company of TAP, in the
management of logistics processes at cargo terminals.
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SUMMARY OF PERFORMANCE

Exceptionally high levels of uncertainty
in the international framework

After the slowdown of economic activity on a

global scale observed in 2012, the international
circumstances during 2013 continued to be
characterised by exceptionally high levels of
uncertainty, related to the sovereign debt crisis in

the euro zone and with the dispute over the rate of
budget consolidation in the United States, and world
economic recovery pursuing moderate progress.

In this context, the evolution of global economic
activity in 2013 once again recorded a similar
evolution, of around 3.0% (0.1 p.p. less than in 2012),
significantly lower than that recorded in the period
before the international crisis and with persistently
heterogeneous growth rates in the different regions
of the world. Thus, it is expected that the advanced
economies as a whole will show growth of around
1.3%, with a strong contrast being maintained
between the United States and Japan, which should
continue with moderate growth, and the euro zone,
where a contraction of GDP is forecast. However,

the emerging and developing economies should
continue to play a determinant role in world economic
growth, with an expected growth of activity of around
47%. Qil prices, in contrast to the evolution of most
commodities, embarked on an upward trend in the
third quarter of 2013, after a reduction during most
of the first part of the year, where this performance
is explained by the decreased supply arising from
disturbance of the production of some of the largest
producers, as well as the growing geopolitical
tensions in Egypt and Syria. In Portugal, after a 3.2%
reduction in 2012, the development of economic
activity in 2013 contracted once again, albeit more
moderately, by about 1.4%, under the effect of a
slowdown of the downward trend since the beginning
of the year. During 2013, the performance of the
Portuguese economy developed under the combined
effect of a budget consolidation process and the
implementation of a series of structural reforms,
conditions for a firm accreditation of medium and long
term economic adjustment, which is indispensable for
Portugal’s return to stable market funding in the near
future.

At a global level, in spite of the context of relatively
slow economic growth, the Air Transport market
showed normal growth of demand, where this
performance was driven by solid economic evolution
in the emerging regions, where less mature air
transport markets continue to show strong expansion.
The profile of this performance developed throughout
the year, with a clear trend of improvement, in an
evident demonstration of the growing importance of
the connectivity that commercial aviation offers to the
world of today. However, in Europe, the profitability
of the airline companies were still constrained,

both by the development of activity in markets
considered mature, where the expansion of demand
is significantly more moderate, and by the impact of
the ongoing economic crisis in the entire euro zone.
For the air cargo markets, 2013 was still a difficult
year, ending with growth of 1.4%, under the effect

of significantly slow progress observed in the first
half of the year. In the meantime, aircraft fuel prices,
within the high range of the last 3 years, continued to
condition the Industry’s profitability, where the total
expense for TAP, S.A. represented around 33% of
total operating costs and losses, 12.3 p.p. more than
in 2009.

Exploitation of business opportunities
in TAP

The TAP Group companies, in view of the previously
described economic situation, where, in addition to
the behaviour of oil prices, at permanently high levels,
note should also be made of the exposure to a less
favourable macroeconomic environment, particularly
in Europe, pursued a strategy aimed at increasing
the profitability of the activities of their respective
sphere of intervention. Underlying this objective, the
cost-cutting effort was continued during 2013 and in
order to achieve greater efficiency in the use of the
existing resources. Likewise, note should be made of
the Company’s high capacity, in the development of
its business, to respond with suitable flexibility, in the
scope of the offer of services and level of costs, to
the many changes observed in the market, confirmed
by the performance level achieved by the Company,
in comparison to its peers, reflected in the relative
positioning of the EBITDAR margin.

Therefore, seeking to explore all business
opportunities, TAP pursued its strategy of Network
growth and consolidation of current markets, in
particular the connections between Europe and

the South Atlantic and Africa, where two new
destinations were launched, Tangiers, in Morocco and
Boa Vista in Cape Verde, in an effort driven by growth
and the improvement of the Lisbon hub.

A policy of innovation

In turn, the continued development of a policy of
innovation, with a view to meeting Customer needs
and improving the quality of the services offered, in
addition to the continuous increase of productivity and
efficiency, through the adoption of best practices and
simplification of processes, and the intensification of
aggressive sales policies, were determinant factors in
the Company'’s policy.
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From an operating point of view

// TAP, S.A. recorded a net operating income which
stood at 51.7 million euros, 2.5% less than in 2012.
Operating Revenue and Gains reached a total of
2,479.6 million euros, a value 43.9 million euros
higher, that is, 1.8%, than the amount record in
2012. Total Operating Costs and Losses, excluding
fuel, reached 1,557.9 million euros, 90.0 million
euros more than in 2012, corresponding to a
further 6.1%, with the operation have occurred at

TAP Group Turnover practically the same level.

// Regarding the business performance of TAP, S.A.,
the Third Party Customer segment of Maintenance
and Engineering, showing the retraction observed
in the engine maintenance activity, contributed
with 75.6 million euros, 34.3% less than in 2012.
This result was essentially due to the context of
profound alterations in market rules, especially
the maintenance of a scenario of concerted attack

@ 87.8% Air Transport by the manufacturers in relation to maintenance

@ 2.8% Maintenance organisations, and also reflects the impact of the
- Third Party Assistance Portugal accentuated financial weakness of some customers,
®  2.7% Maintenance ! arising from the adverse economic situation which
- Third Party Assistance Brazil !
@® 6.1% Duty Free (LFP, S.A) has been experienced over these last few years.

@ 0.3% Catering (CATERINGPOR, S.A.)

o // The Air Transport activity generated total sales and
@ 0.3% Other TAP, SGPS, S.A. Activities

services rendered of 2,344.2 million euros, 4.0%
more than in 2012. This result was significantly
influenced by the behaviour of ticket revenues,
which reached the total of 2,216.6 million euros,
4.9% higher than the amount posted in the previous
year, resulting from an increase in demand of
about 3.4%, expressed in RPK, as well as some
improvement of yield. In this context, we highlight
the performance of TAP's direct sales, which
showed growth of 16.3%. This evolution was
primarily due to the performance of e-Commerce,
which accounted for a sold turnover of 419.6
million euros in 2013, representing an increase of
around 22.5%, in relation to the previous year. The
numbers presented by this sales channel, which
already accounts for 15.2% of the total revenue of
the markets, clearly reflect the choice of a strategy
of growth, geographic expansion to new areas
and the growing consolidation of TAP's position

in various online markets. Also contributing to

this result was the Air Cargo business, where
TAP recorded a decrease of 9.1% in relation to the
previous year, reflecting the development profile
of the business at a worldwide level, showing a
generalised slowdown for the third consecutive
year.

// Regarding operating performance, and due to
the adoption of a strategy of adjusted flexibility
to market changes, always aimed at promoting
a rational adequacy of its offer and the effective
control of costs, the level of offer of the scheduled
operation remained similar to the previous year,
with no changes having occurred in the TAP
Group's fleet and demand having increased by
approximately 3.4%. The overall passenger load
factor thus stood at 79.4%, representing 2.6 p.p.
more than in 2012. Following the application
of the strategy described above, the choice of
consolidating Lisbon as the Company’s hub was
pursued, connecting Europe to a growing number
of destinations located in Africa and in the South
Atlantic, being distinguished in this region as the
European airline company with greatest penetration
in the Brazilian market.

TAP Group
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TAP GROUP KEY FIGURES

TAP, SGPS, S.A.
(Consolidation)

2013 2012 Restated var.

EUR million EUR million
Net Operating Income (before interest and taxes) 441 40.8 8.1%
Pre-tax Earnings 0.4) 10.9) 96.0%
Net Income of shareholders of the parent company (5.9 (25.5) 77.0%
Net Income of TAP, S.A. 34.0 238 43.0%
Net Income of SPdH-Servigos Portugueses de Handling, S.A. 2.1 (1.5) 242.1%
Net Income of Aeropar Participagoes, S.A. (Brazil) (19.5) 4.0 18.9%
Net Income of TAP-Manutengao e Engenharia Brasil, S.A. (41.0) (50.4) 18.6%
Total Assets 1,695.2 1,650.7 2.7%
Total Equity (373.3) (380.8) 2.0%
Active Staff of the Group (31 December) 12,856 12,506 350
TAP, S.A* 6,889 6,837 52
Air Transport 4,554 4,479 75
Maintenance and Engineering 1,886 1908 -22
TAP Servigos 419 419 0
Other 30 31 -1
SPdH-Servigos Portugueses de Handling, S.A** 2,262 2,031 231
Remaining Companies 3,705 3,638 67

(*) Not including staff who are not placed and not active
(**) Associate Company

Consolidation methodology

Pursuant to the legal requirements, the companies
in which TAP holds, directly or indirectly, a majority
of voting rights, which is the case of most, were
included in the consolidation through the full
integration method. The equity and net income

of these companies corresponding to third party
shareholdings, are presented in the minority interests
headings, respectively, in the consolidated balance
sheet under a separate heading of equity and in
the consolidated profit and loss statement. The
investments in associated companies (representing
between 20% and 50% of the voting rights) are
recorded through the equity method. A company

in this situation is SPdH-Servicos Portugueses de
Handling, S.A..

The attached consolidated financial statements of
the Group were prepared in conformity with the
International Financial Reporting Standards adopted
by the European Union (IFRS - formerly called the
International Accounting Standards - IAS) issued

by the International Accounting Standards Board
(IASB) and Interpretations issued by the International
Financial Reporting Interpretations Committee (IFRIC)
or by the former Standing Interpretations Committee
(SIC), in force on the date of preparation of the said
financial statements.

Abbreviations and Glossary
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A context of high
uncertainty related
to the sovereign
debt crisis in the
euro zone

Economy
GDP Growth

REVIEW OF THE ECONOMIC CONDITIONS

International economic environment

After the slowdown of economic activity on a

global scale observed in 2012, the international
economic environment during 2013 continued to

be characterised by exceptionally high levels of
uncertainty, related to the sovereign debt crisis

in the euro zone, and the dispute over the rate of
budget consolidation in the United States, with world
economic recovery pursuing moderate progress.

In this context, the evolution of global economic
activity in 2013 once again recorded a similar
evolution, of around 3.0% (0.1 p.p. less than in 2012),
significantly lower than that recorded in the period
before the international crisis and with persistently
heterogeneous growth rates in the different regions
of the world.

Thus, it is expected that the advanced economies as a
whole will show growth of around 1.3%, with a strong
contrast being maintained between the United States
and Japan, which should continue with moderate
growth, and the euro zone, where a contraction

of GDP is forecast. The emerging and developing
economies should continue to play a determinant role
in world economic growth, where activity is expected
to grow by approximately 4.7%. It should be note,
however, that these economies have shown a heavy
slowdown, in an international context dominated by
depressed demand from the advanced economies,
lower commaodity prices and growing concern with
financial stability.

Hence, in the United States, economic activity

should grow by 1.9 percent in 2013, driven by the
recovery of private demand, which should more

than offset the negative impact of the cuts in public
expenditure which took placed at the beginning of the
year. Growth has been underpinned by consistent
improvements in the residential real estate and labour
markets and more favourable financial conditions,
reflecting a continuously accommodative monetary
policy and through positive wealth effects, arising
from the increased prices of housing prices and
shares on the stock exchange. Note should also be
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made of the significant adjustment of household
balances in the American economy, reducing the
weight of debt service from over 18% of household
disposable income in 2008 to close to 15% in 2013.

In China, the transition of the economy from capital-
-intensive growth driven by exports to a growth
model driven by internal demand, accompanies

a slowdown of activity, where a lower and more
sustainable growth rate is expected, of around 7.7%.

Other emerging market and developing economies
have already started to benefit from the stronger
external demand shown by the advanced economies
and China. However, in many of these economies
domestic demand has continued weaker than
expected, which has been reflected, to different
degrees, in their financial conditions and political
positions since mid-2013, with impact on growth,
where this is particularly the case of Brazil and
Russia.

In the euro zone, activity contracted during a

large part of the year, in the context of the budget
consolidation effort, maintenance of restrictive

credit conditions in countries under pressure and
persistence of high uncertainty. After moderately
positive growth during the second half of the year,
sustained by the growth of external demand, the
progressively more favourable funding conditions
and the further flexibility extended to budget deficit
objectives in some countries of the euro zone, it is
expected that the negative variation in GDP should
not exceed 0.4% by the end of the year. However, the
economic conditions of the euro zone continue greatly
differentiated between countries.

Thus, in the case of the two main trading partners

of Portugal, Spain should remain under recession,
with a contraction of 1.7% (-1.4% in 2012), under the
influence of its internal demand being negatively
affected by the deleveraging process of the private
sector, the maintenance of restrictive credit conditions
and the budget consolidation effort, although this
effect has been partially offset by the robust growth
of exports, especially to non-Community countries.



Unemployment in Spain is expected to continue to
increase, notwithstanding the high levels that are
already observed. In turn, the German economy
should record an expansion of 0.4% (0.9% in 2012).
This slowdown was essentially due to the deceleration
of exports, in particular to the Community market.
There is still a high level of uncertainty, continuing

to constrain investment, which should contract by
0.3% in 2013 (-<19% in 2012). On the other hand, the
favourable funding conditions, increased wages and
low unemployment level will continue to support the
growth of private consumption, where, in this context,
imports of goods and services are expected to growth
around 1.9%. Moreover, it should also be noted that
some large economies of the euro zone, and which
are important destinations for Portuguese exports (in
particular France, ltaly and the Netherlands) should
record a contraction in 2013.

Budget policy in the euro zone continued restrictive
in 2013. It should be noted that various countries of
the euro zone have failed to meet their medium term
objectives for the structural balance, and since it is
not foreseeable that they will manage to do so before
2016, being necessary for this purpose the effect

of additional budget adjustments. In this regard, in
June, the Council of the European Union extended the
periods for the correction of these budget deficits, by
two years for Spain and France, and by one year for
the Netherlands and Portugal. In the meantime, the
Treaty on Stability, Coordination and Governance in
the Economic and Monetary Union (Fiscal Compact)
entered into force in early 2013, forcing the Member
States of the euro zone to take measures in order to
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Air Transport

In spite of the context of relatively slow economic
growth, the air transport market showed normal
growth of demand, where this performance was
driven by solid economic evolution in the emerging
regions, where less mature air transport markets
continue to show strong expansion. The profile of

this performance developed throughout the year,

with a clear trend of improvement, in an evident
demonstration of the growing importance of the
connectivity that commercial aviation offers to the
world of today. The overall flight load factor, of around
79.5%, stood close to the maximum levels ever
recorded, confirming the continued effort of the airline
companies in elevating efficiency to progressively
higher levels.

In particular, European airlines transported over
369 million passengers, corresponding to 1.7%

more than in 2012. This increase being equivalent

to approximately 6 million transported passengers,
representing an increase of 2.7% in terms of

the Industry’s conventional unit of measurement
(passenger-kilometre), according to the AEA
(Association of European Airlines). Hence, positive
evolutions were recorded in all regions, with
increases in numbers of passenger-kilometres,
reaching 2.9% in Europe, 3.9% in the North Atlantic
and 2.5% in the South Atlantic, while in the Mid-
-Atlantic there was a negative evolution of around
0.9%. Likewise, the connections between Europe
and Sub-Saharan Africa and the Far East showed
increases of passenger traffic of approximately
2.4% and 2.5%, respectively. Connections between
Europe and North Africa presented negative growth,
which stood at 5.6%. The overall passenger load
factor closed the year at 80.1%, exceeding the value
recorded in 2012 by 0.7 p.p.. The improvement of the
passenger load factor represented a performance
that was extensive to the different regions, with the
exception of connections between Europe and North
Africa.

On a worldwide level, passenger demand, in terms
of total passenger-kilometres, recorded an increase
that was similar to the average of the last 30 years,
with an evolution of around 5.2% in relation to 2012.
For air cargo markets, 2013 was still a difficult year,
ending with growth of 1.4%, under the effect of the
significantly slow progression observed during the
first half of the year. In view of the increased capacity,
of about 4.8% and 2.6% in transport of passengers
and transport of cargo respectively, the load

factors stood at 79.5% and 45.3% for each of these
segments, reflecting evolutions of +0.4 p.p. and +0.1
p.p., respectively.

Underlying this evolution of demand, it is important to
note the performance of airline companies in mature
markets, such as Europe and North America, which
recorded the slowest rates of expansion, of 3.8%

and 2.3%, respectively. In these regions, although
economic performance had improved by 2013,
promoting some revival of growth in air transport
demand, the rate of expansion was significantly
slower than that recorded in the emerging market
regions. Hence, there were increases of 11.4%, the
highest, in the Middle East, 7.1% in the Asia-Pacific
region, and 6.3% in Latin America. The increase in
Africa was 5.1%, considered strong, supported by the
robust economic growth of local economies and the
continued development of international trade. In some
parts of this continent, however, there was a certain
weakness in economic growth which negatively
influenced the demand for international air travel,
which was why this demand slowed down in the
second half of 2013, in comparison with the beginning
of the year.

Regarding the financial performance of the Industry,
in circumstances of some economic growth and
continuously high prices of jet fuel, a positive net
income is estimated, at a global level, of around USD
12.9 billion. This value is higher than the USD 7.4
billion of 2012, with its underlying performance having
been sustained by the heterogeneous economic
developments of the different regions of the world.
The determinant factors which contributed to this
performance include the growth of traffic in line with
the historical trend, although under the adverse effect
of weakening yields, and the efficiency gains achieved
through mergers and joint ventures. Particular note
should also be made of the favourable impact of
ancillary revenue gained through the incorporation of
innovation in products and services.



The profound changes that have taken place over the last decade,
occurring in three distinct phases, required the development of
initiatives within each specific context

Cycle inversion
// Hub-and-spoke network;
// STAR Alliance;
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// Aggressive cost cutting;

// Sale of non-core businesses and
closure of unprofitable routes;

// Internal and external communication.
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Strong growth
// Regional operation (PGA);

2008-2011

// Strong increase in capacity (new
A330 fleet);

// New routes;
// Expansion of maintenance business;

// Commercial transformation process.

Global crisis ...recovery
// Adjustment of capacity;

// Consolidation of commercial
performance;

// Optimisation of cost structure;

// Turnaround of the performance of the
participated companies;

// Gradual reduction of consolidated
debt.

At the end of 2013, revenues doubled relative to the start of the period,
with EBITDAR registering a value approximately three times greater

TAP Group Revenue
EUR billion
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CORPORATE STRATEGY

Following the Strategic Plan 2007-2009, strongly
driven by a growth strategy, the large-scale
implementation of the restructuring initiatives,
established in the Strategic Plan 2009-2012,
undertaken during a period of exposure to strong
crisis in the Industry, enabled TAP to sustain its
good performance. This reality is reflected in the
positioning that its EBITDAR maintains relative to its
counterparts.

In spite of its competitive profile, the Company still
faces some challenges, where a future, external
context with some uncertainties is expected. In
particular, the continued persistence of high and
increasingly volatile fuel prices, the level of intensity
of the relaunch of scheduled flights within the overall
Industry, following recovery from the crisis, as well
as the lack of knowledge regarding the evolution of
prices (yield) represent uncertainties with an impact
on TAP’s performance. It is also important to highlight

some less favourable developments, such as the
impact of the recession in the internal market due to
the implementation of austerity measures in Portugal,
within an international context of slowdown of the
world economy, in addition to a strong exposure of the
main businesses to a climate of growing competition.

Aimed at identifying the means necessary for

the consolidation of the financial and operational
performance and value creation in the Group’s
various businesses, the Strategic Plan of the
Company for the period 2012-2016 is based on the
following six strategic factors, continued in a growth
programme, which will also contribute towards TAP's
reinforcement as the reference company between
Europe and the South Atlantic.

TAP Group EBITDAR
EUR million

214

Margin
9%

X271

2000

Average
2009-2013

Strategic Plan of TAP 2012-2016

Strategic factors

Continuation of the growth of the Network and

exploitation of expansion opportunities

Renewal of capacity aimed at maintaining unit
cost gains

Commercial performance orientation to
improve unit revenue

Guarantee a consistent focus on unit cost,
through continued growth of awareness

Refocusing the maintenance business at
TAP-Maintenance and Engineering Portugal
on third party customers

Achieve the complete turnaround of
TAP-Maintenance and Engineering Brazil
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Costs, excluding Human Resources
and Fuel, as a percentage of Revenue
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MAIN DEVELOPMENTS IN 2013

Continuation of the growth of the Network
and exploitation of expansion opportunities

Seeking to explore all potential business opportunities,
TAP pursued its strategy of growth of the Network
and consolidation of current markets, in particular the
connections between Europe and the South Atlantic
and Africa. Hence, since there were no changes in the
fleet of the TAP Group in 2013, a policy of adjustment
of the operation to demand, accompanied by flight
schedule improvements, permitted the launch of two
new destinations — Tangiers in Morocco and Boa Vista
in Cape Verde -, in an effort driven by growth and
improvement of the Lisbon hub.

Renewal of capacity aimed at maintaining
unit cost gains

Once again, 2014 will be a year of growth, with

the foreseen opening of various new medium and
long-haul routes. In order to ensure this increased
operation, plans have been laid for the addition

of a further six to TAP's fleet. These six aircraft
represent significant growth, of approximately 10%,
which will enable meeting the growth of passengers
recorded in 2013, and also enable the expansion of
the network of operations planned for 2014. The
reinforcement of the operation should take place
through the operationalisation, close to June 2014, of
two long-haul A330-223 aircraft and four medium-
-haul aircraft (two A319-111 and two A320-214), all
under medium/long term operating leases. In turn,
concerning the fleet operated by PGA-Portugalia
Airlines, we highlight an important change relative to
the replacement of two Beechcraft 1900-D aircraft
by two ATR 42-600 modern aircraft, enabling an
increase of capacity from 19 to 46 passengers,
which should also take place during 2014. It should
be noted that the impact of this operation includes
the improved in-flight service, low noise level,
reduction of aircraft grounding, as well as the
improved cost-efficacy ratio, lower consumption

of fuel/passenger-Km and lower CO, emission.
Regarding the continued renewal of capacity, Airbus
officially announced a delay of approximately 2 years
in the delivery of the new A350-900 XWB to TAP,
with the first delivery having been moved from early
2015 to early 2017. The delivery of the 12 aircraft
should take place over 3 years, with the working
party for the specification of these aircraft starting-up
during 2014, as scheduled by Airbus.

Commercial performance orientation to
improve unit revenue

The implementation of the new Revenue Management
system PROS O&D Il was completed and consolidated
during 2013, enabling the management of space
aimed at optimisation of the Network’s revenue,

with differentiation of the availability of seats on sale
in-flight, by origin/destination and point of sale (POS).
TAP thus positioned itself at a more evolved level in
terms of flight revenue management, having begun

to provide the selection of booking acceptance using
a more diversified range of choice criteria. These
criteria, enabling the dynamic fine-tuning in real time
of the provision of price, enable, at any given time, a
selection of bookings that are more adjusted to the
nature of demand and its evolution.

With these developments, TAP thus armed itself

to compete in a more balanced form and at the
same level of competition, progressively aggressive,
that it faces in practically all the markets in which

it operates. The results are already visible in the
better and more efficient use of sales space, with
increased load factor, associated to a higher number
of passengers and increased ticket revenue.

Guarantee a consistent focus on unit cost,
through continued growth of awareness

The effort to reduce costs was continued during
2013, in order to assure greater efficiency in the use
of the existing resources. At TAP, S.A. the total value
of Costs, excluding Human Resources and Fuel, as a
percentage of Revenue, continued on its downward
trend, having reached 40.02%, compared with the
figure of 40.62% for the previous year.



Refocusing the maintenance business

at TAP-Maintenance and Engineering
Portugal on third party customers

Although the long term outlook on evolution remain
unchanged, in 2013, the aeronautical maintenance
market still showed signs of some weakness in
growth, with strong pressure on prices continuing
simultaneously with higher labour costs. Customers
intend their suppliers to undertake greater risks

at lower prices, hence it is necessary to acquire
flexibility and efficiency in order to assure margins

in this activity. On the other hand, the possibility of
creating repair capacity in new technologies continues
to be very threatened by the manufacturers which, in
managing to control the product chain from cradle-
-to-grave, not only protect their know-how, but

also become new strong competitors to traditional
maintenance and repair organisations (MRO). Hence,
concerning work for third party customers, it was
not possible to achieve the objectives defined at the
beginning of the year. The continuity of the very
adverse economic situation, at a worldwide scale,
has significantly affected the capacity of some
customers to honour their financial commitments,
where this situation has led to the need to conduct

a progressively more rigorous appraisal of potential
customers, greatly limiting their number. On the other
hand, there has been an increasingly more frequent
association between large maintenance groups and
financial entities, whose power of financial leverage
gives the former strong competitive advantages. In
view of this new reality, the accomplishment of new
contracts has proved difficult in the area of engines,
especially those arising from major international
tenders due to the impossibility of supporting
customers with replacement engines. Notwithstanding
the retraction observed in engine maintenance
activity, the margin of contribution of the Maintenance
and Engineering Business Unit to TAP's net income
showed an amount close to double that expected in
the budget.

Achieve the complete turnaround of
TAP-Maintenance and Engineering Brazil

TAP-Maintenance and Engineering Brazil gave yet
another significant step towards the achievement

of operational balance. The company's activity

grew again, for the 3rd consecutive year and Net
Operating Income, while still negative, improved

its representativeness in total Services Rendered
by approximately 14.8 p.p. in local currency and by
15.6 p.p. in euros. This is particularly remarkable

in an industry where, for reasons of consistency of
production quality and capacity of the resources,
sustained growth requires enormous resilience and
priority management. The fact that the prospects for
2014 are very positive is also notable. This is largely
the result of the positive feedback from customers
and the important work that has been done in the
elimination of contingencies that has weighed on the
company and constrained its activity. Furthermore,
the company has managed to eliminate a value

of close to 400 million reais of contingencies and
initiated a number of court proceedings in favour

of TAP.
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€24278

million

Sales and Services Rendered

90.6%

of the Group’s Turnover

€ 34.0

million

Net Income of TAP, S.A.

PERFORMANCE OF TAP GROUP

COMPANIES
TAP, S.A.

In a context of continuing economic crisis
throughout the Euro zone, strengthening
of sales performance and improvement in
operational efficiency

In the Air Transport market, at a worldwide level,

in spite of the context of relatively slow economic
growth, demand registered normal growth, driven

by a solid economic performance in emerging
regions, where less mature air transport markets
continue to expand strongly. Over the course of the
year the performance profile was characterised

by a definitive improvement trend, in a clear
demonstration of the growing importance of the
connectivity that commercial aviation provides to
today’s world. However, in Europe, the profitability of
the region’s airline companies is still conditioned by
the development of activity in a market considered

to be mature, where the expansion of demand is
significantly more moderate, and by the impact of the
continuing economic crisis throughout the Euro zone.
For the air cargo markets, 2013 was still a difficult
year, ending with a growth of 1.4%, under the effects
of significantly slow progress during the first half of
the year. In the interim, aircraft fuel prices, remaining
at high levels, continued to condition the Industry’s
profitability, in particular the carriers of the European
region, where margins remained at fragile levels,

in the presence of additional permanent, structural
challenges for the sector, namely in the regulatory
context.

Similarly exposed to the unfavourable economic
environment in Europe and, in particular, in Portugal,
TAP, S.A. ended the financial year of 2013, for the
fifth year in a row, with a positive net income of
34.0 million euros, corresponding to 10.2 million
euros above the 23.8 million euros achieved in 2012
Restated. Operating income reached 51.7 million
euros, 1.3 million euros less than in 2012. Fuel
costs, which represented 33.0% of the Company’s
total Operating Costs and Losses in 2013, fell 5.4%,
corresponding to a decrease of 43.5 million euros,
of which 43.8 million euros are attributable to

the price effect, mainly due to the exchange rate
appreciation of the euro relative to the USD. The
Air Transport activity generated a total of 2,344.2
million euros, corresponding to 89.5 million euros
more than in 2012, with this value having been
significantly influenced by the behaviour of passenger
income, which reached a total of 2,216.6 million
euros, corresponding to 4.9% more than the value
recorded in the previous year, as a consequence of
increased demand, of the order of 3.4%, expressed
in passenger-kilometres (RPK), as well as some
improvement of the yield. Of particular importance,
in this context, is the behaviour of direct sales of
TAP, which registered an increase of 16.3%. This
evolution was due, above all, to the behaviour

of e-Commerce, which accounted for total sales
revenue of 419.6 million euros in 2013, representing
an increase of 22.5% relative to the previous year.
The numbers of this sales channel, which already
account for 15.2% of the total revenue of markets,
reflect the clear preference for a growth strategy,
of geographic expansion to new quarters and the

growing consolidation of TAP's position in several
online markets. Conversely, the income associated to
the volume of Cargo and Mail transported reached a
total of 115.3 million euros, 9.1% less than in 2012.

In turn, the aeronautical maintenance activity of
TAP-Maintenance and Engineering Portugal, in

the Third Party Customers segment, as a result

of the contraction in the engine maintenance

activity, registered a total of 75.6 million euros,

34.3% less than in 2012, reflecting the continued
climate of economic crisis, the concerted attack by
manufacturers against the maintenance organisations,
as well as the growing difficulties felt in the market.

[t should be noted that, in a scenario characterised
by continually high aircraft fuel prices relative to
the historical averages, the results achieved by

the company were only possible due to significant
efficiency gains arising from the progressive
improvement in productivity achieved over recent
years, in addition to the adoption of best practices
and the streamlining of processes, combined with
an aggressive sales policy. The impact of increased
rigour in cost management with a view to ensuring
greater efficiency in the utilisation of existing
resources is also noteworthy.

Capitalising on business opportunities, by
reinforcing the importance of the Lisbon
hub in the connections of Europe to a
growing number of destinations located in
Africa and in the South Atlantic

During the course of the year, the policy of attracting
long distance traffic was intensified, and efforts
focused on growth and in the improvement of the
Lisbon hub, as well as of the second operational
hub, in Porto, were continued, together with the
expansion of geographical coverage and the increase
in traffic flows. In this regard, a policy of adjustment
of the operation to demand, accompanied by slot
improvements, enabled business opportunities to

be exploited, with the launch in Africa of two new
destinations - Boa Vista (archipelago of Cape Verde)
and Tangiers (Morocco).

It is also important to highlight the impact of the
participation of TAP in the STAR Alliance global multi-
-hub system, which has permitted benefiting from the
incoming traffic provided by the other members. Eight
years after TAP's integration in this global Alliance,

in a participation considered as a reinforcement by
the actual Alliance, the company has pursued the
implementation of its niche strategy, connecting
Europe to a growing number of destinations in Africa
and in the South Atlantic, where it is distinguished as
the leading European carrier to Brazil.



Main Indicators of TAP, S.A.

2013 2012 Restated var.
EUR million EUR million

Operating Revenues and Gains 2,479.6 2,435.7 1.8%
Operating Costs and Losses 2,325.8 2,279.3 2.0%
Net Operating Income 51.7 53.0 -2.5%
Net Income 34.0 238 43.0%
Total Assets 1,859.6 1725.2 7.8%
Total Equity 14.0 76.1 49.9%
Active Staff (31 December)* 6,889 6,837 52
Air Transport 4,554 4,479 75
Maintenance and Engineering 1,886 1908 -22
TAP Servigos 419 419 0
Other 30 31 -1
TAP fleet composition (average) 55.0 55.0 0.0%
Flight Hours (Sched. oper. using own aircraft) 255113 252,900 0.9%
Departure punctuality up to 15" (%) 73.8 .4 2.4pp.
Regularity (%) 99.1 98.7 0.5 p.p.

(*) Not including non-placed and non-active staff

At the end of the year, the combined TAP + PGA

fleet comprised 71 aircraft, unchanged from the
previous year. In order to guarantee the fulfilment

of its strategy to respond more fully and better to

the expectations of its Customers, the company
intensified its efforts to optimise all available business
opportunities. The total number of passengers
transported thus reached 10,703 thousand, 517
thousand more than in 2012, with increases having
been recorded in most sectors of the network, with
the exception of the South Atlantic, a region in which
the number of passengers transported remained at
approximately the same level as the previous year.
The operation to Brazil, where the operation currently
represents 39.5% of the total network is particularly
noteworthy. In line with the expansion policy that

has been followed by TAP, the integration of six
aircraft into the fleet - two long-haul aircraft (Airbus
A330) and four medium-haul aircraft (two A320 and
two A319) - is planned for 2014, an increase that

will permit the opening of ten new destinations -
Bethlehem and Manaus (Brazil), Bogota (Colombia),
Panama (Panama), Nantes (France), Gothenburg
(Sweden), Belgrade (Serbia), Hanover (Germany),
Tallinn (Estonia) and S. Petersburg (Russia) -, and the
reinforcement of others, representing an expansion
of the offer of approximately 8%, the highest increase
ever recorded over a period of one year.

An attitude of permanent search for
innovation opportunities

At TAP, the attitude of permanent search for
innovation opportunities, as a dynamic factor of

the company’s competitiveness, has led to the
introduction of innovation in products, services

and processes, which has enabled the company

to differentiate itself from the competition. In 2013,
TAP continued to promote the changes it deemed
necessary, according to the requirements of its
strategic positioning, in an attitude of pioneerism
with respect to the use and fostering of new
technologies. In this regard, various products and
services were launched, with the following examples
being noteworthy: the position of leadership in the
use of frequent flyer cards in Passbook; the leading
positioning in the use of technological innovations
to facilitate the communication with Customers and
with company Employees; and, within the scope of
work processes, the creation, in Maintenance and
Engineering, of the innovative concept of Outpost for
aircraft inspections.
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Growing contribution to national exports
and to the Country’s Tourism

TAP's capacity to attract increasingly significant traffic
volumes, reflected in the strong growth of its sales

in international markets, contributed to reinforce the
company'’s vocation to serve the national economy,
and affirm its increased participation in promoting the
Tourism sector. In addition to boosting the strategic
importance of the Lisbon hub, the opening of new
routes contributes to the promotion of Portugal,
through a significant volume of traffic to Portugal,
throughout its entire operation network, as well as
through the activity of the company, as an important
entity in promoting national products.

As part of the contribution to the volume of national
exports, TAP has also strengthened its positioning,
having achieved total sales and services rendered

in markets abroad of 2,374.3 million euros in 2013,
corresponding to 7.0% (155.6 million euros) more than
in 2012.

Increasing employment creation

In line with the development of the strategy followed
by TAP, an increase in employment creation is
expected in 2013/14, through the hiring of about 600
highly qualified workers and the departure of 150
employees mostly due to retirement. This surplus is
justified by the integration into the TAP fleet of six
additional aircraft, whose contracting was authorised,
in line with the company’s growth plans.



AIR TRANSPORT

€2344.2

million

Air Transport Revenue

87.8%

of the Group’s Turnover

4 554

Air Transport Staff
(31st December)

The mission of
TAP Air Transport
Is to develop
business as an
international airline,
ensuring that it

Is the best option
for those using
passenger and
cargo air transport
services, one of
the best companies
to work for and
one providing its
investors with
appropriate levels
of return.
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Growth of traffic (RPK)
TAP and average of the AEA companies
- Evolution relative to 2000
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AIR TRANSPORT

In the passenger transport market, European
scheduled carriers of the AEA (Association of
European Airlines) recorded growth of 2.7%
(passenger-kilometre), significantly below the
historical performance, and insufficient to return the
AEA airline companies to positive results, with the
operating margin having remained at close to 0%.

However, while this evolution reflects the market's
capacity to remain substantially unshaken by the poor
economic conditions associated to the crisis observed
in the entire euro zone, the weak development of
yields presents yet another challenge to be overcome
in the long awaited recovery of the final result of the
Industry.

Air Transport Revenues
Sales and Services Rendered
EUR million

2012 2013

()

Growth in the Air Transport
activity

In TAP, the growth in demand proved to be
slightly higher than the average identified for

the sector, standing at approximately 3.4%,
expressed in passenger-kilometres (RPK).

Hence, in the Air Transport activity, total sales
and services rendered reached EUR 2,344.2
million, 4.0% more than in the previous year,
following an aggressive commercial policy.

The air transport business, the main activity
of TAP Group, represented 87.8% of the
Company's total turnover in 2013.

MAIN ASPECTS OF THE
COMMERCIAL POLICY

During 2013, TAP continued on its path to
strengthening the quality of its products and
services, as well as the most appropriate
solutions for passenger travel, always driven by
increasing Customer satisfaction and constant
differentiation in relation to the competition.

During the development of its strategy,

the Company upheld its main objective of
implementation of a rigorous and effective
management of equipment and resources, giving
priority to the following aspects:

Permanent focus

on in- ight service




Adjustment of the operation to demand

Strengthening of the connections
between Europe, Brazil and Africa,
contributing to the growth and
improvement of the Lisbon and
Porto hubs

TAP continued its efforts driven by growth
and the improvement of the Lisbon hub,
and the Porto hub as the 2nd operational
hub, focusing on the consolidation of the
connections between Europe, Brazil and
Africa.

The operation maintained two different
operating periods in the summer, justified
by the lower volume of demand at the
start of this period: until the end of May,
the continuation of the product offered in
winter, with a lower number of night-stop
flights and flights to Rio de Janeiro, Sao
Paulo and Brasilia during night-time; from
June until the end of the summer period,
a more extensive operation, with all night-
-stop flights and flights to Rio de Janeiro,
S&o Paulo and Brasilia during daytime.

After the end of the restrictions, arising
from impositions by the Competition
Authority on the Lisbon-Porto route, TAP
was able, for the first time in five years, to
design this product in a more harmonious
form and adjusted to the Company's needs.

A policy of adjustment of the operation to
demand, accompanied by flight schedule
improvements, permitted the launch of 2
new destinations, Tangiers in Morocco and
Boa Vista in Cape Verde, in order to take
advantage of business opportunities.

Optimisation of revenue with
greater efficiency of the
management of space

The implementation of the new Revenue
Management system PROS O&D Il was
completed and consolidated during 2013.
TAP thus positioned itself at a more
evolved level in terms of flight revenue
management, having begun to provide the
selection of booking acceptance using a
more diversified range of choice criteria.
These criteria, enabling the dynamic fine-
-tuning in real time of the provision of
price, enable, at any given time, a selection
of bookings that are more adjusted to the
nature of demand and its evolution.

With these developments, TAP thus armed
itself to compete in a more balanced form
and at the same level of competition,
progressively aggressive, that it faces

in practically all the markets in which

it operates. The results are already

visible in the better and more efficient

use of sales space, with increased load
factor, associated to a higher number of
passengers and ticket revenue.

As of June, operation of a weekly flight reinforced with a second flight between July and

Q;tci)::;nous Pico Island September, justified by the fact that it is now possible to refuel on the island and also by the level
s of demand.
London At the beginning of the winter, increased offer by 3 flights per week.
Turin At the end of the summer, closure of the operation.
At the end of the summer, in close collaboration with the market, the entire operation takes place
Milan at Malpensa airport, no longer operating Linate, due to the rationalisation of the operation and
cost reduction.
La Corunna Launch of 2 additional flights per week, reaching the total of 8 weekly flights, due to high
demand.
Manchester Between June and September, operation with 10 weekly flights, due to the strong increase of
demand (6 flights in 2012).
Europe Helsinki Between June and September, launch of 1 additional Lisbon-Helsinki flight.
Dusseldorf Daily operation, due to adjustment to the level of demand (5 to 7 weekly flights in 2012).
Berlin Daily operation, due to important growth of demand (launched in 2012 with 5 weekly flights).
Vienna Daily operation.
Between June and September, increased operation with 3 night-stop flights, reaching the total
Venice of 10 flights per week, due to the strong pressure of demand and as the best way to improve the
product for transit passengers.
Prague and Increased operation to these two cities by 1 flight per week, with a total of 8 flights per week to
Budapest each city, due to higher demand.
Bucharest In 2013, the operation covered 6 flights per week (launched in 2012 with 3 flights per week).
At the end of the summer, with the review of the operation, introduction of Airbus on the route,
Casablanca . . R
reducing the operation to 1 daily flight.
At the end of the summer, with the review of the operation, introduction of Airbus on the route,
Marrakech . .
Africa maintaining the flight frequency.
. In October, start-up of the operation with 5 weekly flights in Beechcraft, offering a total of three
Tangiers - X
destinations in Morocco.
Bissau Due to serious security problems, suspension of the operation on 10th December.
Rio de Between June and September, due to the strong demand, launch of an additional Lisbon-Rio de
South Janeiro Janeiro flight, now offering a total of 13 flights per week departing from Lisbon and 3 from Porto.
out
Atlantic During the period of July to October, reduction of one weekly Lisbon-Salvador flight, with a
Salvador total of 6 flights per week, since the low pressure of demand and high occupancy rates of other
routes do not justify increased offer.
East Kuala Lumpur  On 27th October, expansion of the code-share with Emirates.

Characteristics of the new Revenue
Management O&D driven System
Space management, from the viewpoint of Network

Marketing expenses following
market trends
Following the general trend in the national

and international markets, TAP has
continued its marketing cost reduction

revenue optimisation, is undertaken by differentiating the
availability of seats for sale by origin/destination and by
point of sale (POS);

In this way, a more rigorous and fine-grained selection
of reservations is provided;

This will enable an evaluation of the expected revenue
of each reservation that is closer to reality, since the set
of flights that compose the travel between a given origin
and a given destination, and not only each flight on an
individual basis, is incorporated in the analysis.

policy.



Participation of TAP in the Lisbon
International Tourism Exhibition (BTL)
2013

At this event, held from 27 February to 3
March, the TAP brand primarily worked

on themes such as: the scale of the TAP
Network; the new flytap mobile website
and the applications, free of charge, for
tablets and smartphones; the donate miles
product and Victoria auctions with miles
for customers of the Victoria Programme;
the Safety film (since awarded as the best
Safety Airline Video); the new service of the
medium and long-haul Executive Class; the
FLIP&FLAP product, with the presence of
the mascots on fair days dedicated to the
general public; Social Media (information
demonstrating TAP's work in the networks
- growth occurred, pastime, servicing); the
Magazine UP and the book Portugal is Worth
It; an interactive area with a game for visitors
of the fair and the showing of stimulating
videos of Corporate TV content (focused on
TAP products in 2012 and 2013).

During the event, approximately 58
thousand visitors visited the TAP stand.

TAP participated in BTL with the same stand of 2012,
but remodelled and adapted to the TAP product and
evolution in 2013.

For the youngest (FLIP&FLAP)

The launch of the FLIP&FLAP brand

was officially held on World Children’s

Day, 1 June 2012, with the brand having
consolidated its activation throughout
2013, with various activities for the most
junior segment; Discount campaign Book
your family trip, on 30 May, and receive 50%
discount!; Action Decora & Descola, at Lisbon
Airport; Mascot Parade; Christmas 2013,
Greenfest.

Social Networks
Facebook

In December 2013, TAP's Facebook - in the
markets of Portugal and Brazil -, had over
half a million fans. On the official profile of
the page of Portugal, the increase over the
year was around 180 thousand followers,
with an average of 15 thousand new fans/
month.

According to this page, Portugal, Brazil,
United Kingdom, France and Switzerland
represent the main markets of origin of
TAP's fans, in decreasing order.

Complaints Doubts @ Positive Ml Followers

Servicing perspective
Distribution of questions posed by TAP followers
on the company’s mural

=] a

Twitter

Followers

On Twitter, TAP has a total of around 5,700 new
followers (+60% than in 2012)

Instagram

TAP also has a profile on Instragram
since June 2012. By the end of 2013, the
Company'’s profile already had 8 thousand
followers.

Followers

10,000

Youtube

Among the videos that most contributed
to the development of this channel at TAP,
was the Safety film in particular, where by
the end of 2013 over 600 thousand views
had been recorded.

Views in 2013
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Evolution of the views on youtube.com/tap,
throughout 2013

Golf

TAP kept its focus on Golf, in the capacity
of a Golf Friendly Airline, with two
tournaments having been held, with the
technical support of the TAP Club, as the
preferred partner for this sport.

// 6th Victoria Tournament (Montado Hotel
& Golfe Resort, 8 June)

// 36th TAP Open Algarve (from 12 to 15
November)

Close to 300 pla