22 Annual Report 2012

Telefonica in the world in 2012

Revenue 1,742.5 M€*
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Employees 311
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Employees 263
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Revenue 166.8 M€*
Investment 40 M€x
Employees 440
Accesses** 1,660.2

PANAMA

Revenue 17786M€* ()| OMBIA

Investment 352 M€*
Employees 3,452
Accesses** 14,126.1

Revenue 473.4 M€* ECUADOR

Investment 85 M€*
Employees 1,328
Accesses** 5,019.6

Revenue 2,470 M€* PERU

Investment 378 M&x
Employees 9,369
Accesses** 20,299.9
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Present in 24 countries:

Argentinga, Brazil, Chile, China, Colombia, Costa Rica, Czech Republic, Ecuador,

& 62,3 5& M€ * ﬁ 9,458 M€* G’ | 33,263 employees
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| joint revenues total investment (__\ 95% of all contracts are permanent
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Revenue 629 M€&*
Investment 192 M€*

IRELAND =mielelaie s Revenue 7,235.1 Mé*
PSR 1502l Investment 748 M€x

UNITED KINGDOM ~ frrelouees 11,256

Accesses** 23,842.2

Revenue 15,173.3 M€*
Investment 1,692 M€*
SP:AIN Empleyees 37,014
Accesses* 43,140.3

Revenue 5,514.9 M€*
Investment 609 M&*

GERMANY Employees 5,792

Accesses** P25,372.8 Revenue 1,787.8 M
Investment 248 M€*

CZECH REPUBLIC Employees 5,869

Accesses** 7,900.1

Revenue 188.6 M€*
Investment 19.6 M&*

SLOVAKIA  Employees 416

Accesses** 1,354.2

And

Telefonica reinforces
its global scale

Revenue 14,303.5 M€*
Investment 2,444 ME*

A 913698 i
coesses oo 2548 M and collaboration
Investment 28 M€* agreements‘
Employees 384
URUGUAY Accesses** 1,843.5 Through our
strategic alliances
Revenue 3,912 M€* . . 0
e with China Unicom
ARGENTINA ~ frplouees 16792 and Telecom Italia,
Accesses** 24,136 "
we reach 871 million
customers.

* Million euros
**|n thousands

El Salvador, Germany, Guatemala, Ireland, Italy, Mexico, Nicaragua, Panama, Peru, Puerto Rico, Slovakia, Spain, UK, Uruguay, USA and Venezuela

‘SOO 3 1 57 million @ ].St European operator 7th operator in the world

(. accesses by revenue by market capitalization
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Telefonica in
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Net profit .273%  Cashflow 259,  Revenue -0.8%
Million euros Million euros Million euros
5,403 9,270 62,837 62,356
3,928 6,951
2011 2012 2011 2012 2011 2012

The behavior of net profitin 2012
compared to that of 2011 (-27.3%) was
affected by various extraordinary impacts,
which reduced this quantity by 2,536
million in the last year.

These include the value adjustment in

the participation in Telecom Italia and
Telefbnica Ireland, and the effect of the
devaluation of the Venezuelan bolivar.
Without these effects, the consolidated net
profit was 6,465 million euros.

The free cash flow was 25.0% less than
2011, fundamentally as a result of lower
generation of working capital and higher
interest payments.

Nevertheless the financial flexibility
has been increased and there is ample
provision for the dividends promised for
2013.

Revenue fell by 0.6% year-on-year

(rise of 0.7% excluding the impact of
regulation).

Noteworthy is the solid growth in mobile
data revenue (+12.8% year-on-year)
and the evolution of this in Latin America
(+5.5%), which accelerated in the fourth
quarter to grow by 7.5% organically.
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OIBDA .519%  Investment .759%  ouppliers . 2.4%
Million euros Million euros Purchasing volume
Million euros
20,210 21,231 10,224 27,958
9,458 27,295
2011 2012 2011 2012 2011 2012

The consolidated OIBDA of Telefonica
grew by 5.1% in reported terms to 21,231
million euros, which situated the OIBDA
margin at 34% (+1.9pp).

During the year, Telefonica allocated
14.2% of its revenue to investment
(excluding investments made in
spectrum). Of this, 81% was assigned to
projects of growth and transformation.

In 2012, Telef6nica had about 20,000
contracted suppliers from 68 countries,
of whom 85.6% are contracted at a local
level. The purchasing volume was close
to 28,000 million euros, which is 2.4%
greater than the previous year.
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VN
Accesses < 3%
306,607.7 315,742.1
67.3% Latin America
32.7% Europe
2011 2012

Telefonica closed the year with a customer base that grew 3% to
reach 316 million accesses and with recovery in the commercial
impetus in Europe.

Mobile clients reached 247 million accesses at the end of 2012
(+4%), with a growth rate of +7% in the contract segment.

At the end of December, Telefénica had 52.8 million mobile
broadband customers (+38%) and with 18.6 million end-user
accesses of fixed broadband (+3%).

Employees ns.

291,027

133,263

52.5% Latin America

414%  Erope

2011 2012

The number of workers at 31 December 2012 is affected by the
sale of Atento, which had over 150,000 employees. If we exclude
this effect, the total workforce is 4.1% less than in 2011 due to the
restructuring processes that the Company is carrying out in various
operations to improve the fit of the workforce to the new business
requirements.

Latin America still has the greatest percentage of the Telefonica

Group workforce, with 52.5%, while 47.4% are based in Europe.

Telefénica continues to opt for sustainable work policies, so that
95% of its workforce have permanent work contracts.
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Debt 5,045

56,304

51,259

Net debt/OIBDA 2.46x 2.36x
Dec.2011 Dec. 2012

Between January and December, Telefonica reduced its net
financial debt by more than 5,000 million euros to reach 51,259
million euros, which situates the ratio of net financial debt to
OIBDA at 2.36 times.

Moreover, thanks to an active financing policy (15,000 million
euros between January and December), the debt maturity profile
of Telefénica is now provided for until beyond 2014. All this is
compatible with the investments in areas of greatest growth and
in acquisition of spectrum.

Remuneration of shareholders

1.44

0.29 0.34 0.36 0.46

1Q 2012 2Q 2012 3Q2012 4Q 2012 2012

The evolution of the liquidity and the results
throughout the year permit the renewal of the policy
of remuneration of shareholders for 2013, with the
distribution of a cash dividend of 0.75 euros per
share.
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Total )
78,840 M€ Customers
+ 2.30/0 y R Latam 7 5'962 M€ Europe

48.9% 48.1%

-1.6%w

INFLOWS
%

Others
3%

Divestments
and Others

2,792 M€
+244. 4% a

Permanent
financial
disinvestments

64%

Material &
intangible
divestments

33%

Dividends
& fees

N 3%
T OUTFLOWS J

® Employees
Latam ‘

£0.20% 7,705 M€
+0.9% &

® Government
bodies

13,942 M€
-0.4% W

® Suppliers*

36,252 M€

+0.4% A
Notes o L ® |nvestment
« All figures are expressed in millions of euros
* Theinformation in this
audited accaur 9,481 M€

Telefonica's fin ts
« Employee salaries include social security payments

+4.4% A&

(*) Includes interconnected suppliers
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The Company has shown a significant improvement in its financial flexibility thanks to

asset management and cash generation.

In 2012, the total amount distributed by
Telefénica increased by 0.9% to reach 78,840
million euros. Regarding inflows, it should be
emphasized that an important part of this
amount comes from permanent financial
divestments in China Unicom and Atento. Both
sales were commitments already announced
by Telefdnica to improve financial flexibility
and ensure provision for the Company's
commitments to its stakeholders in 2013. It
should also be said that these divestments
compensate for the fall in net revenues that
has taken place in the period, mainly impacted
by the complex environment for operations in
Europe, exchange rates and regulation.

This financial flexibility has manifested itselfin an
important increase in the liquidity position of the
Company, which reached 5,803 million euros at 31
December 2012 and reduced the ratio of net debt
over OIBDA from 2.46x to 2.36x. In addition, it has
managed to reduce the outflow towards financial
institutions by improved debt management, which
has allowed the effective rate of interest of the
Company to be reduced from 5.50% to 5.37%.

Just as in the preceding year, there were notable
divestments in non-strategic mobile infrastructures.
These make up a series of initiatives carried out to
optimize the use of capital and improve the energy
efficiency of services to Telefonica's customers.

NET DEBT

Financial @
institutions

2,750 M€
W -16.4%

(billion euros)

Shareholders e

2,617 M€
v -67.1%

\ 2011
56.3

2.46x

2012

Cash e

5,803 M€
A +27,7849%

| 51.3
2.36x
w-85%

Others
289.124€




