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Disclaimer

This presentation contains statements that constitute forward-locking statements about the Company, within the general meaning of the term and within the meaning of
applicable securities laws, including financial projections and estimates and their underlying assumptions, staternents regarding plans, objectives and expectations. These
staterments appear in a number of places in this decument and include statements regarding our intent, belief or current expectations regarding our customer base,
estimates regarding future growth in our different business lines and our global business, market share, financial results and other aspects of our activity and situation

(TrY)

relating to the Company. The forward-locking statements in this document can be identified, in some instances, by the use of words such as "expects”, “anticipates”,

W

“intends"”, “believes”, and similar language or the negative thereof or by the forward-looking nature of discussions of strategy, plans or intentions.

Such forward-looking statements, by their nature, are not guarantees of future performance and involve risks and uncertainties, and actual results may differ materially from
those in the forward-looking statements as a result of various factors. These risks and uncertainties include those discussed or identified in the docurnents filed by Telefénica

with the relevant Securities Markets Regulaters, and in particular, with the Spanish Securities Market Regulator.

Except as required by applicable law, Telefénica undertakes no obligation to release publicly the results of any revisions to these forward locking statements which may be
made to reflect events and circumstances after the date of this presentation, including, without limitation, changes in Telefénica’s business or acquisition strategy or to

reflect the occurrence of unanticipated events.

Meither this presentation nor any of the information contained herein constitutes an offer of purchase, sale or exchange, nor a request for an offer of purchase, sale or

exchange of securities, or any advice or recommendation with respect to such securities.

Finally, be advised that this document may contain summarized information or infermation that has not been audited. In this sense, this information is subject to, and must
be read in conjunction with, all other publicly available information, including if it is necessary, any fuller disclosure document published by Telefénica. Furthermore,
Telefdnica may present financial information herein that is not prepared in accordance with IFRS. This non-GAAP financial infermation should be considered in addition to,
but not as a substitute for, financial information prepared in accordance with IFRS. Telefénica has included such non-GAAP financial information because Telefdnica's
management uses such financial information as part of its internal reporting and planning process and to evaluate Telefanica's performance. Accordingly, Telefénica believes
that investors may find such information useful. However, such non-GAAP financial information is not prepared in accordance with IFRS or any other generally accepted
accounting principles, and such non-CAAP financial information, as defined and calculated by us, may be different from similarly-titled financial information used by other

companies. Investors are cautioned not to place undue reliance on such non-GAAP financial information.
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Outperforming growth with higher efficiency will lead us to a
superior cash flow generation

Outperforming Best-in-class Superior CF

revenue growth efficiency generation

- Non-replicable - Execution skills & «>€ 64 bn OpCF2
Latam growing proven track record cumulative FY
portfolio 2009-2012E

«Scale benefits
« Market share + *85% OpCF23 from
gains in T.Europe » 71.5% efficiency investment grade

ratiol by 2012E countries
* Ready to capture
cyclical recovery in
Spain

I', iia‘i\;i
1. Efficiency rasies [Operating expenses + Capex - Internal expenses capitalized in fixed assets)/Revenue. Capex figure excludes Real Estate Efficiency Program of T.Espafia and spectrum licenses

2. OpOF: QIBDA - CapEx. 2008 adjusted figures for guidance exdude Sogecable capital gzin (€ 143 m) and the application of provisions made In T.Eurcpe in respect of potential contingencies deriving from I .
the past disposal of shareholdings, one these risks had dissipated or had not materialized [€ 174 m), includes 9 montihs of consalidation of Telemig in T.Latarm. Figures for guidanoe assume 2008 constant m
FX [average FX in 2008) and exclude changes in consolidation. In terms of guidance calculation OIB0W exchude capital gains and losses from sale of companies and write-offs. Group Capex excludes #eal i’," 2

State Efficiency Program of TEspana and spectrum licenses.
1, bevvestraent grade countrs in faregn cunrendy by Standard &foar's, FY2008, 4, Cumidative DpCF FY 05-128 periad over Telefénica's EV as of 30 Sept 2009




Telefénica: A profitable, stable and lower risk invesment case

Unbeaten & visible returns

Shareholder
oriented mindset

«€ 1.402 DPS in FY 2010E

ulative FCF1 + «€ 1.7523 DPS minimum
By target for FY 2012F
Strong capital

discipline * Financial flexibility

1.FCF available to remunerate Telefdnica’s sharehaolders, to protect sohency levels [financial debt and commitments), and to accommodate strategic flexibility. Figures assuming

2008 constant exchange rates (average exchange rates in 2008) and excluding changes in consolidation d -4

2.1t is Company's intention to maintain its current practice so that dividends will be payable in two tranches m
3. Targeted under current guidance hypothesis

4. Telefdnica share price vs O Telco performance from 30/09/04 to 300/09/0%
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