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TELEF()NICA, S.A, as provided in article 82 of the Spanish Stock Market Act
(Ley del Mercado de Valores), hereby reports the following

SIGNIFICANT EVENT

The Board of Directors of TELEFONICA, at its meeting held today, has established to
proactively manage the Company's assets’ portfolio, including launching preparations
for an Initial Public Offering of Telefénica Germany, the analysis of potential listing
alternatives for Latin American businesses and selective asset monetisations,
accelerating the disposal process of non-core assets.

Likewise, the Board of Directors has analysed and reflected upon the distribution mix
of 2012 shareholder remuneration, which will amount to 1.50 euros per share,
including the payment of a dividend of 1.30 euros per share and a share buyback for
the remaining amount (0.20 euros per share), to be completed before May 2013.
Treasury shares acquired will be cancelled subsequently.

In regards to the dividend of 1.30 euros per share, and given the major preference of
shareholders for the subscription of new shares in the recent scrip dividend (above
60% according to preliminary estimates), the Board of Directors has the intention to
propose (i) a first cash payment of 0.40 euros per share to be made in November 2012,
and (ii) the distribution of the remaining amount (0.90 euros per share), in May 2013
by means of a scrip dividend.

The Company maintains its shareholder remuneration commitments for 2013, which
means a minimum total shareholder remuneration per share similar to the one for the
year 2012 (1.50 euros per share). The remuneration mix for the year 2013 (dividend,
share buyback or the combination of both) will be decided considering market
conditions and investor preferences at that time.
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All these measures reflect the Company's commitment to increase its financial
flexibility and reach a leverage ratio (measured as Net Debt/OIBDA) below 2.35x in
2012, while maintaining an attractive remuneration for its shareholders.

To this end, the adoption of the corresponding corporate resolutions will be proposed
in due course.

Madrid, May 30", 2012
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