
2011
Annual Report 

Together transforming
…the digital experience









Contents

3Telefónica, S.A.     

2011 Earnings 
Pgs.  48-101

Pgs.  102-111

Letter from the 
Executive Chairman Pgs.  4-7

+ Customer

+ Digital 

+  Global

+ Agile

+ Leader

Description of Bravo!+ 

January-December

Risk management 
policy

Geographical breakdown 
of operations
Governance structure 
and Board of Directors

2011 Review
Pgs.  16-17

Pgs.  18-21

Pgs.  22-27

Pgs.  28-31

Pgs.  32-35

Pgs.  36-45

Telefónica
Today Pgs.  10-11

Pgs.  12-13





5Telefónica, S.A.  

Dear Shareholder, 

I am very pleased to share with all of you a brief overview of 
Telefónica’s performance and results in 2011, as well as the 

positive outlook for our company.

Last year was challenging for all of us. In 2011, developed countries 
continued to display important signs of weakness, especially in the 
Euro Zone, where economic growth stood at a mere 1.4%. We are 
clearly witnessing the rise of a new global economic order, in which 
growth comes primarily from emerging economies such as Asia 
and Latin America. This fact makes clear, once again, the important 

company.

capacity to adapt allowed us to deliver solid results, in line with the 

shareholders a remuneration that continues to be differential, not only 
within our sector but in the markets in general. 

Moreover, this was a year in which we took a decisive step forward in 
the process of transforming our company. This will enable us to better 
meet the challenges ahead, enhance our growth potential and capture 
the opportunities that the new digital world offers. A digital world that 
represents a unique opportunity to consolidate our leadership and 
contribute to shape a better future for all of our customers.

It is my hope that this letter will provide you with elements that will 
strengthen your conviction that you are investing in a promising 
sector and in the company that is best prepared to take advantage of 
the great opportunities offered by the digitalisation of the economy, 

In 2011, we moved forward in our strategy to capture growth in the 
markets where we are present, thereby strengthening our competitive 
position. This strategy has led us to increase by 19 million our customer 
base, which now stands at more than 306 million, allowing us to reach 
a new milestone in our growth. This boost was driven primarily by the 

customers.

The expansion of our customer base and the growing contribution of 
the mobile broadband business have, in turn, spurred the growth of our 
revenue, which rose by 3.5% in 2011 to €62,837 million. 
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Our Company’s  
forward-looking approach

”We have taken 
a decisive step 
forward in the 

process of 
transforming our 

company and 
enhance our growth 

potential”

Letter to Shareholders

We made remarkable progress in diversifying our business this year, 
greatly strengthening our position in Latin America. This region now 

almost 55% coming from our European operations. 

In Latin America, our revenue increased by more than 13%. Telefónica has 
the largest contract mobile customer base in the region and is the leader 
in mobile broadband adoption. We have strenghthened our leadership in 
the key market of the region, Brazil, which has become our major growth 
engine and yields tremendous potential for the future.

to encourage the adoption of new broadband services as a key driver 
of revenue, in a context of pressure in traditional voice services due to 
intense competition with adverse regulation. The changes in commercial 
offerings seen in our main markets have led to a clear improvement in 

The sustainability of this growth in coming years is our management 
priority. For this reason, we invested more than €10,200 million in 2011. 

place on having the best network, which differentiates us from our 
competitors and that will allow us to offer increasingly sophisticated 
services compatible with all kind of devices. Undoubtedly, this will be 
essential for future revenue generation and for improving customer 
satisfaction.

for our company, represents 9.5% growth over 2010 and is equivalent to 

majority of our peers. 



 Differential shareholder remuneration  
Few companies compare with Telefónica in terms of the historical 
performance of its shareholder remuneration. In recent years, 
Telefónica has gradually increased dividend per share, from €0.50 
in 2005 to €1.60 in 2011.  This continuous increase means that, in 
these seven years, more than €40,000 million has been paid out in 
shareholder remuneration. 

the remaining amount (0.83 euros per share) the Telefónica’s Board 
of Directors  has proposed to the Shareholder Meeting to distribute 
a cash payment of 0,53 euros per share on next 18th of May, and to 
offer the possibility to receive the rest of the amount, 0.30 euros per 
share, in cash or shares of the Company.

In the current environment and considering Telefónica’s stock 

shareholder remuneration scheme initially set for 2013. In 2012, we 
will once again offer a very attractive shareholder remuneration of 
€1.50 per share, consisting of the payment of a €1.30 per share cash 
dividend and a share buyback for the remaining amount. Treasury 
shares acquired will be amortized and the share buyback shall be 
completed by May 2013. 

The remuneration, including dividends and share buyback, announced 
for 2012 imply a yield of 13.3% at the current share price1. The fact 
that, of the one hundred largest companies in the world by market 
capitalization, Telefónica is offering the highest expected dividend 
yield in 2012, makes clear our company’s solid commitment to its 
shareholders.

Bright prospects for the future 
Let me highlight the positive prospects for the future of our company. 
The digital world in which Telefónica operates is growing at a faster rate 
than the economy overall and, in fact, is expected to grow at an average 
annual growth rate of 5% over the next four years.

The explanation for these favourable expectations lies in the progressive 
digitalisation of the real economy—a digitalisation that goes beyond 
our need to communicate. This means that sectors such as health, 
public administration, education and entertainment are creating 
demand for new digital applications and services that will make it 

We can clearly state that we are evolving towards a smart, hyper-
connected world, in which nearly every electronic device or equipment 
will be connected to the Internet. As an example, allow me to mention 
the gradual emergence of smartcities that use information and 
communication technologies to connect tens of thousands of sensors 
that receive information in real-time so as to offer services to citizens, 
thereby improving their quality of life and facilitating the transition 
towards an increasingly sustainable society. 

This is but one example of the opportunities the digital world offers 
a company such as Telefónica. I can assure you that we are already 
taking advantage of these opportunities, and we will continue to do 
so in the future.

It is very clear to us, at Telefónica, that our company’s success is based 
on customer satisfaction. Consequently, Telefónica’s growth strategy 
for the coming years is centred on improving our customers’ experience 
when they are using our products and services, in order to not merely 
continue to grow but also to be at the forefront of growth. 

To make the most of the opportunities that the digitalisation of 
the economy offers us and to strengthen our customer relations, 

“The fact that Telefónica is offering the 
highest expected dividend yield makes clear 
our company´s solid commitment to its 
shareholders”

In Latin America  
we have grown 13%

307 million
customers

and have the largest contract mobile custormer 
base of the region

say a lot about our Company 
growth in 2011
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9,270 million  
Euros of Free Cash Flow

represents 9,5% growth over 2010 and 
a record for our Company

1   11.295 euros as of 25/4/2012 



Telefónica has carried out a deep transformation of the company’s 
organisational structure. We have launched two common units for the 

we have created two business units, centred on the two large regions 

The new Telefónica Digital business unit aims to capture all of the 
growth opportunities available in the digital world, speeding up 
innovation, broadening and reinforcing our portfolio of products and 
services and maximising the advantages of our broad customer base. 

The Telefónica Global Resources operating unit was created to boost 

global processes for areas such as procurement, systems, operations 
and human resources.

The creation of these two new units is in perfect alignment with 
Telefónica’s strategic priorities, improves our positioning in the digital 
world and accelerates our transformation into a fully global company. 
In addition, it will allow us to be more agile, that is, to respond in a 
more straightforward manner, and more quickly, to the opportunities 
and challenges that are arising. 

I can assure you that with the execution of these strategic priorities, we 
will strengthen our leadership position. Our aspiration is to become the 
best global communication company in the digital world, leading the 
distribution and aggregation of digital experiences for our customers.

I would like to reiterate that Telefónica is, in addition, a leader 
committed to sustainability—that we are involved in and concerned 
with the economic and social well-being of the countries in which we 

both for community work and for cultural endeavours. 

I should stress, that through the Telefónica Foundation, we are fostering 
educational programs to erradicate childhood labour. Besides, Telefónica 
Foundation promotes  access to knowledge and the application of 
Information and Communication Technologies, and the use of ICTs in 
collaborative networks.

Telefónica also promotes the use of ICTs among the handicapped in 
order to narrow the digital divide. Moreover, the Company has focused 
on foster Corporate Sustainability, in order to reduce the risks and take 
advantage of the opportunities arising from the economic, social and 
environmental management in line with the Dow Jones Sustainability 
Index. Index, in which the Company is present since 2003. 

We recently launched several innovation and entrepreneurship 
programmes. As an example, I would like to highlight Wayra, with which 
we are operating as an incubator of small businesses that identify ideas 
with high potential in the digital world. Wayra fosters the development 
of these businesses and provides them with technology, tools, a work 

Clearly, we are facing 2012 from a position of strength, thanks both 
to our important progress in the last decade to consolidate our 

transformation process and promote our company’s growth. 

On behalf of the Board of Directors, I would like to conclude by taking 
the opportunity to express my gratitude for the support and trust that 
all of you have shown. And I would like to reiterate my conviction that 
at Telefónica we have embarked on a new phase that will strengthen 

in this new digital world. I hope that you will continue with us in order to 
celebrate these achievements together in the very near future. 

César Alierta
Chairman of Telefónica
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The digitalisation  
of the economy

offers great growth opportunities to 
our industry

Letter to Shareholders

Customer evolution Revenues Technological innovation

287.6

60,737

306.6

62,837

2010 20102011 2011

2010 R&D Investment
2011 R&D Investment

4,814

797

5,091

983

2010 2011

Million Euros Million Euros Million Euros





Telefónica today
Telefónica is one of the world’s leading integrated 
telecommunications operators, providing communication, 
information and entertainment solutions. The Company 
is present in 25 countries and has more than 306.6 million 
customers.

Telefónica boasts one of the industry’s most international 

home market, and is the leading operator in the Spanish and 
Portuguese speaking market.

In 2011, the Company broadened its international scope, laying 
the foundations to consolidate its position as a global company 
and a leader in the digital environment through a profound 
change in its organisational structure.
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Present 
in 25 countries
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Latin America
Argentina 
Brazil
Central America
Chile
Colombia
Ecuador
Mexico
Peru
Uruguay
Venezuela

Europe
Germany
Slovakia
Ireland
UK
Czech Republic

Spain

First integrated 
operator 
in Europe 
by market 

capitalisation

7th largest  
telecom operator  

in the world by  
market cap

3rd most  
admired telecom  

in the world,  
according to 

the Fortune 500 

Europe)

More than 
290,000 

employees 
throughout 

the world

More than 
201 million 

total accesses  
in Latin  
America

22.210 
 million in OIBDA

9,270 million  

Employees  
per region  

Revenue  
per region 

213,215
73%

47,186
16%

26,014
9%

4,612
2%

Spain 

Latin America

Europe Other

291,027
employees

17,284
27.5%

792
1.3%

29,237
46.5%

15,524
24.7%

Spain 

Latin America

Europe

62,837
million euros

Other*

* Adjustments and eliminations

 millions  
Accesses  
by region 
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Fixed  
Telephony

Data and  
Internet Mobile 

Pay  
TV

Fixed  
Wireless

4,611 1,631 16,767   —— ——    
10,977 3,943 71,554   699 ——

530 3 7,563 —— ——
1,848 887 9,548 391 ——
1,481 620 11,391 255 ——
—— —— 4,478 —— 36
—— —— 19,742 —— 745

2,848 1,120 13,998 799 ——
—— —— 1,819 —— ——
—— ——    9,439 114 883

2,055 2,922 18,380 83 ——    
—— 1,164 —— ——
—— 24 1,623 —— ——

216 620 22,168 —— ——
1,582 971 4,942 136 ——

12,305 5,711 24,174 833 ——

With China Unicom 
and Telecom Italia

we have, among the 
three companies, 

808 million 
customers

Close to 
85% of their 
accesses are 

outside of 
Spain

105 million 
total 

accesses in 
Europe

More than 72% 
of Telefónica's 

business is 
generated 

outside  
of Spain

+61% increase in mobile 
broadband accesses

+ 238 million
mobile accesses

307 million
customer accesses

Mobile telephony
24,174
7.9% Fixed telephony

12,305
4.0% Data and Internet

5,711
1.9%

Pay TV
833
0.3%

Mobile telephony
166,298
54.2%Fixed telephony

23,961
7.8%

Data and Internet
8,886
2.9%

Pay TV
2,258
0.7%

Mobile telephony
48,276
15.7%

Fixed telephony
3,853
1.3%

Data and Internet
4,537
1.5%

Pay TV
219

0.1%

Spain  
14%

Latin America  
65,7%

Europe  
18,6%

307
million 

accesses

* Percentages calculated  
on the basis of total accesses

 millions of end customers (*)  
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Board of 
Directors

César Alierta Izuel (Executive Chairman) 

Isidro Fainé Casas (Vice-chairman)

Jose Maria Abril Pérez ( Vice-chairman)

Julio Linares López 

Jose Fernando Almansa Morenos-Barreda

Jose María Álvarez-Pallete López

David Arculus

María Eva Castillo Sanz

Carlos Colomer Casellas

Peter Erskine

Alfonso Ferrari Herrero

Luis Fernando Furlán

Gonzalo Hinojosa Fernández de Angulo

Pablo Isla Álvarez de Tejera

Antonio Massanell Lavilla

Igancio Moreno Martínez

Francisco Javier de Paz Mancho

Chang Xiaobing

Ramiro Sánchez de Lerín (Secretary) 

Maria Luz Medrano Aranguren (Vicesecretary)

 

Tipe of Chief

Audit a
nd Contro

l

Regulation

International Issues

Innovation

Stra
tegy

Appointm
ents, Remuneration 

and Governance

HR Reputation and Corporate 

Responsibility

Service Quality
 and 

Coomercial Atte
ntion

The Board has been adapted to the international 
dimensions of the Group and to its characteristics as a global 
telecommunications operator providing communication, 
information and entertainment solutions.

T he Board of Directors, with the support of its Committees, 
performs its activities in accordance with a selection of 

corporate governance regulations which are principally covered in 
the Company Statutes, the Regulations of the General Meeting of 
Shareholders and the Regulations of the Board of Directors.

The Board of Directors of Telefónica is the body which supervises 
and controls the activities of the Company, with exclusive power 
over the policy and general strategies of the Company, among 
other decisions, including those relating to corporate governance, 
corporate social responsibility, compensation to directors and senior 
managers and returns to shareholders.

The Board of Directors of Telefónica, S.A. is supported in the 
Company’s corporate governance by eight committees, which it 
charges with examining and monitoring key areas.

In accordance with its Regulations, the Board of Directors delegates 
day-to-day business management to the executive bodies and 
management team of Telefónica.

The Company provides more detailed information in the Annual 
Corporate Governance Report and in the Report on Compensation 
Policy for the Board of Directors. These documents are available at

www.telefonica.com/en/shareholders_investors

Composition of the Board of Directors and its Committees

Executive Propietary  Independent Executive Other external Directors
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Governance structure and Board of Directors

Management 
Team
In 2011 Telefonica changed its organisational structure with 
the aim of strengthening its global position in the digital world.

T his new organisation will be overseen by a nine-member 
Executive Committee,

and monitoring the performance of the businesses. The members 
which make up the Executive Committee are the Executive 
Chairman, the COO, the Chairman of Telefonica Digital, the 
Chairmen of the two regional areas (Europe and Latin America), 
the General Director of Global Resources, the CFO and the and 
the two General Secretariats: Legal and Board, and the Technical 

General Technical Secretariat 
Luis Abril 

Finance and Corporate Developement
Ángel Vilá

General Legal and Board Secretariat
Ramiro Sánchez de Lerín

Planning and Control 
Laura Abasolo

Telefónica Digital 
Matthew Key

Latin America 
Santiago Fernández-Valbuena

Europe 
Jose M. Álvarez-Pallete

COO
Julio Linares

Chairman and CEO
César Alierta

Strategy and  Alliances 
Eduardo Navarro

 
Carlos López Blanco

Global Resources 
Guillermo Ansaldo

Members of 
the Executive 
Committee

A new element will be added, as the Executive Committee will 
receive support from the Transformation Committee, composed of 
the senior managers most closely linked to the transformation and 
representatives of most of the countries. Its mission is to ensure that 
the transformation agenda is implemented.





2011 Review
In 2011 decisive progress was made in Telefónica’s transformation 
process, leaving the Company better placed to meet the challenges 
and to leverage the opportunities afforded by the growth of the 
digital world beyond communication needs, evolving towards a 
smart, hyper-connected world. 

The new digital world offers a unique opportunity to consolidate 
Telefónica’s leadership and to enhance its relationships with its 
customers. To take full advantage of these opportunities, Telefónica 
has undertaken a wide-ranging transformation of the Company’s 
organisational structure, creating two common units (Telefónica 
Digital and Telefónica Global Resources) in order to leverage the 

business units for the two major regions in which we operate (Europe 
and Latin America).

To attain these goals, Telefónica has rolled out the Bravo!+ 

+global, +agile and +leader.
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The Bravo!+ Programme
strategic renewal driver
In 2010, Telefónica undertook the transformation process 
in the digital world and customer service.

Telefónica’s strategic  
transformation process
This process, underpinned by a profound strategy debate on trends 
within the sector and by Telefónica’s distinctive capacities, was 
initiated in early 2011 and continued through the summer. During 
this period, the dynamics of the new environment in terms of 
demand for connectivity, business models, network solutions, the 
evolution of value chains and the personalisation of services were 
evaluated. Plenary sessions, online debates and workgroup sessions 
were held, resulting in:

  A long-term vision—“Telefónica 2020”—through which 
Telefónica makes clear its aspiration to strengthen its customer 
relations and to lead the distribution and aggregation of digital 
experiences. Its success hinges upon driving the digital ecosystem 
forward and instilling enthusiasm among customers through a 
comprehensive product offering.

  A new organisation in two regional areas and two cross-
departmental areas, with their respective strategic objectives:

 Regional areas: Telefónica Europe and Telefónica Latin 
America, with the mission of coming even closer to customers 
and making Telefónica the best services distributor in the digital 
world within our geographic areas.

 Cross-departmental areas: Telefónica Digital, which 
focuses on bolstering Telefónica's position in the digital world, 
seizing growth opportunities in the expanded sector and on 
promoting innovation and strengthening the lineup of products 
and services. And Global Resources, which has taken up the 
challenge of leading the Company to a much more global level. 

scale with better global tools and decision-making processes 

responsiveness. 

  This organisation also affects the Corporative Global Unit, 
transforming it into a more agile and lightweight one, with the aim to 
manage common critical areas and provide with unique services to 
businesses.

  A transformative agenda that begins with the key aspects that 
were debated on in seven workgroups and which resulted in the 
seven framework strategic initiatives: Customer-centric, Products 

Capacities. Follow-up is carried out in a structured manner, and the 
strategy is regularly updated. 

A new Bravo+ programme   
Being the leader means being the trend-setter, staying one step 
ahead of the competition in the digital world—and that is what 
Telefónica has set out to do. The sixth executive summit, in late 
October 2011, established the guidelines and marked the start of a 
period of transformation. The bravo! programme was renewed and 
adapted in accordance with the pressing need for transformation, 
and the programme was renamed bravo!+. Subsequently, the 
regional management summits of Telefónica Europa and Telefónica 
Latin America consolidated the Bravo!+ approach in prioritising and 
managing projects.

The strategic priorities that have been reinforced with the new 
bravo!+ programme are:

  Seizing digital opportunities

  

  

In March 2010, Telefónica launched the bravo! programme to 
implement the Telefónica vision. The programme was divided 

into four transformative pillars, each of which contained various 
initiatives to bring about change. In 2011, an exercise in strategic 
renewal conducted by Telefónica, drawing on a long-term vision 
of the dynamics of the business, resulted in an updated vision as 
well as new action plans and implementation processes. The new 
program is named bravo!+.
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Bravo!+ Programme

Target: To offer the best customer experience and turn our knowledge of customers into an 
advantage for them as well as Telefónica. To this end, we will transform customer information into 
a new asset that will lead our evolution into a knowledge-based company.

Target: To adopt the most innovative technologies in order to seize future opportunities in our 
sector. In this manner, we intend to enhance Telefónica’s position in the digital world and to make 
the most of the growth opportunities that arise in the sector, as well as to drive innovation.

The best service to businesses

all the value implicit in that scale.

Prompt response and decision
Target: To take decisions and implement them promptly and in a straightforward and focused 
manner. This allows for simplicity and clarity in our organisation and decision-making processes, as 
well as for less bureaucracy, and ensures that we have motivated and committed professionals.

The inspiration of excellence
Target: to  sett trends in order to be the best communications company in the world. Our intention 
is to inspire others to seek excellence in order to achieve improvement: by challenging ourselves 
and “going a step further”, and by transmitting passion and positive energy to others.

Bravo!+ Programme
The transformation with bravo!+ is deployed  
around

customer

agile

leader
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+ Customer…
Telefónica reaches 307 million accesses

T

Stores of Telefónica’s three commercial brands  
(Vivo, and Brazil; O2 in Europe, except Spain; Movistar, Spain and Latin America).
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Bravo!+ Programme | + Customer

Accesses by Country Fiigures in miillions

Latin America
Brazil 87.2
Argentina 23.0
Mexico 20.5
Peru 18.8
Colombia 13.8
Chile 12.7
Venezuela 10.4
Central America 8.1
Ecuador 4.5
Uruguay 1.8

Europe
Germany 24.5
United Kingdom 23.0
Chezc Republic 7.8
Ireland 1.6
Eslovaquia 1.2

Spain 47.1

Total 306(*)

(*) 116,000 accesses from Costa Rica are not included as service launching toke 
place at the end of 2011 (November). Terra acceses to Internet are not included 
in the split for countries.

Spain Europe Latin America

Fixed telephony accesses Internet and data accesses Mobile accesses Pay TV

2011

Mobile telephony

Data and Internet

12,305.4 
30.66%

5,710.9 
28.86%

24,174.3 
10.12% 833.2 

25.18%

23,960.7 
59.71% 8,885.9 

46.43%

166,297.9 
69.65%

2,257.7 
68.21%

3,853 
9.63% 4,537.4 

23.71%

48,276.4 
20.22%

219.0 
6.61%

Total 
40,119.1

Total 
19,134.2

Total 
238,748.6

Total 
3,309.9

Thousands



2006

Accesses trend 
by segment
Thousands of accesses

Fixed 

23,916.9

42,329.7

2,462.9

15,949.9

12,172.8
6,723.7

607.1

4,842.0
Internet and 
data accesses

139,969.6
83,298.4

35,225.2

21,446.0
Mobile  
accesses

1,063.9
665.3

15.6
383.0Pay TV
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Pay TV

Fixed telephony

Customer satisfaction

Pay TV accesses 
rose by 18.7%, 
owing largely to 
the successful 
commercial 
repositioning  
of the service and 
Latin America



2007 2008 2009 2010 2011

Latin AmericaEuropeSpain

41,974.3 42,923.5 40,605.9 41,355.7 40,119.2
23,946.3 25,644.5

1,952.7

15,326.3 14,200.1

1,827.5

24,578.3

12,305.4

3,853.1

23,960.7

13,279.7

3,672.4

24,403.6

2,130.0

15,898.0

19,134.218,611.3

15,082.414,654.3
12,966.3

6,954.8

7,629.8 7,605.2

8,235.1 8,885.9

734.2
1,354.5 1,754.7

4,496.4 4,537.4

5,279.3 5,670.0 5,722.5

5,879.8 5,710.9

238,748.6
220,240.5

202,332.5188,391.8
163,007.3

101,976.9

123,385.2
134,698.9

149,255.4
166,297.9

38,263.8 41,401.8 44,095.0
46,675.5 48,276.4

22,826.6 23,604.8 23,538.6 24,309.6 24,174.3

3,309.9
2,787.3

2,489.2
2,267.5

1,748.1

2,257.7

1,792.7
1,648.6

1,540.5

1,163.8
219.0206.4

137.6114.573.2
833.2788.2703.0612.5511.1

21Telefónica, S.A.     

Bravo!+ Programme | + Customer
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+ Digital…
open innovation
The Company strengthened its open-innovation model in the digital 
world, and the creation in 2011 of a new business unit, Telefónica 
Digital and the increase in the investment in R&D&I to reach 5,091 
million euros are clear signs of it.

T he digital world is a very dynamic environment characterised 
by three major trends: the rising demand for digital services 

(no matter where they are, people want to be connected); the 
smartphones are being massmarketed, allowing high-speed data 
networks to be accessed; and companies in every sector are using 
digital technology to transform their way of doing business (radically 
changing the customer experience, operating processes and 
business models). 

industry. This is why Telefónica continued with its transformation 
process in 2011, making important strides in taking advantage of 
the digital world with the creation of Telefónica Digital. 

Its mission is to seize the opportunities offered by the new 
environment and drive Telefónica’s growth through innovation and 
development, venture capital, global alliances and digital services in 
areas such as cloud computing, mobile advertising, M2M, e-health 

At Telefónica Digital, we have combined all of the components of the 
product lifecycle for digital services:

  Innovation: a 1,200 person R&D team in Europe, Israel, Brazil 
and Silicon Valley that, in addition, knows how to leverage the 
opportunities in the environment when working with the developer 
community, and how to invest in digital companies, through seed 
capital, venture capital or acquisitions. 

  Development: a clear emphasis so as to have a global approach, and 

  Rollout: both within and outside of Telefónica’s sphere of action, and 
working with new allies around the world, to extend our product and 
service distribution to current and future customers.

Our strategy depends on speeding up the pace of growth, adding new 
capabilities and utilising synergies. We have very valuable assets with 
which to achieve this—networks, customers, distribution channels—as 
well as resources and the capacity to do things differently.

Wayra Academy, Madrid.
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Investments in ICT companies
In 2011, Telefónica made equity investments in technology-based companies, giving it access  
to latest-generation technologies, including, most notably:

FeedHenry. T In early 
2012, Telefónica Digital signed 
an exclusive collaboration 

agreement with this leading developer of solutions 
for mobile phone applications in the cloud, in order 
to launch a platform in the United Kingdom that will 
enable companies of any size to create their own 
mobile applications and implement them on Android, 

Quantenna 
Communications. In 
November 2011, Telefónica 

Digital announced that it had signed an agreement 
with this leading entertainment services company 

access to the latest technology in order to offer high 
performance video services to households.

Joyent. As part of the 
strategic collaboration 
agreement reached in 2012 

with this leading cloud technologies and services 
company, we will make a strategic investment in 
its share capital. For its part, Joyent will give us 
access to the latest breakthroughs in technology 
and software in order to deploy profitable, high 
performance services in the cloud. Unlike other 
suppliers in the technology cloud, Joyent developed 

lowering costs. The Company has demonstrated 

operating a business in the cloud with more than 12,000 
customers in the United States.

Global innovation with a regional focus 
In 2011, one of the reasons for which Telefónica was reorganised was 
to concentrate most internal R&D for developing new networks in 
the Global Resources division, and to concentrate R&D for developing 
products and services in the digital environment in Telefónica Digital. 

This dovetails with our strategy of going beyond the operation of 
networks and providing complete technology services to business 
customers and individuals to achieve higher added value than that 

According to this organization model, Telefónica R&D plays a double 
role in the areas of Product Development & Innovation at Telefónica 
Digital, and Transversal Projects & Innovation at Telefónica Global 
Resources. Telefónica R&D is the heir of the research and development 
investigations that the Company started more than 30 years ago. 

Technological innovation 

Investment in R&D
The aim of technological innovation at Telefónica is to bring about 
digital construction so as to harness the opportunities offered 
by new production tools and technologies in the development of 
software and creative talent. 

In 2011, we increased our investment in this area to €5,090 million 
(€4,814 million in 2010), of which €983 million will be earmarked for 
R&D, 23% more than the previous year.

At Telefónica, we consider that differentiation is the key, and that it 
cannot be based exclusively on acquired technology. For this reason, 
we encourage R+D activities through our company, Telefónica R&D. 

Last year we continued to promote our “open innovation” model—a 
strategy that allowed us to become a global standard-bearer. Indeed, 
this was acknowledged by the OECD when it selected Telefónica 
as one of the three companies invited to participate in an R&D&I 
seminar on the new economic setting held in Paris in December.  

In 2011, we earmarked 983 million euros 
to I+D, 23% more than the previous year

iOS, BlackBerry, Windows Phone 7 and Nokia operating 
systems as well as on the Mobile Web. This agreement 
follows the successful partnership between FeedHenry 
and O2 in Ireland.
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Giffgaff. Was created as a disruptive 
innovation 2.0 in the mobile market 
in the United Kingdom, with a 

business model that places the community at the 
centre of everything. In 2011, Giffgaff’s strong growth 
continued, and the company received the top scores 
in the Customer Satisfaction Index and the NPS (Net 
Promoter Score) loyalty indicator. Its most noteworthy 
innovations include the site Unlockapedia to help dispel 
myths and support customers through the telephone-
unlocking process; a mobile site; and the new gigabags, a 
customised product for iPads and tablet PCs.

Open HTML5 devices.
In early 2012, Telefónica Digital and Mozilla 
announced an ambitious strategy to create 
a new mobile-telephony platform making 

Web Devices (OWD) platform, to be launched in 2012, 
is an important step for making HTML5 the next major 
smartphone ecosystem, making it possible to offer 
capabilities typically associated with smartphones at 
reduced prices.

Tuenti. Consolidated its position 
in 2011 as the premier social 
network in Spain, reaching 12 million 

registered users. Its most important innovations included 

service of a social nature in the Spanish market with a 
data-centric approach. In addition, in 2011 it launched 
new mobile applications (mobile application use grew by 
330% that year) and a new video portal that reached 7 
million playbacks per day.

Terra. With a more than 20% 
increase in its audience in 2011, Terra 
ended the year with over 90 million 

visitors a month.  Also in 2011, it was named one of the 
most innovative companies in the world by the leading 
US magazine “Fast Company” and acknowledged for its 
commitment to innovation in the 2011 User Experience 
Awards.  For its part, Terra Sonora consolidated its 
leadership in Latin America, with 500,000 subscribers 
and an audience of six million.

Digital Companies & Alliances
Telefónica Digital’s open approach enables us to collaborate with other companies and thus make the most of our 
assets and create value for our customers, shareholders and partners. 

In addition, we are not a new player in the digital world; we now have several digital businesses that are leaders in 

Terra, the leading online media company in Latin America; Media Networks, the largest satellite pay TV television 
wholesaler in the same region; Tuenti, the leading social network in Spain; and giffgaff, an innovative community-
based mobile operator.

Digital Services

Video and  
Smart Home ApplicationsFinancial  

services
eHealth SecurityM2M Cloud 

computing Advertising
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R+D activities  
The R+D activities that were carried out focused on:

 Interpersonal communication in the future in a natural manner, 
through the utilization of the Internet and smartphones. 

 Video and multimedia services (combining text, audio, images and 
video) offering user experiences on all connected devices. 

 Advanced solutions in emerging ICT businesses, such as tele-
health, remote surveillance and support platforms for patients or 
platforms for monitoring. 

 Management services between machines (M2M) related to 

 Cloud computing that makes intensive use of resources available on 
the Web in order to publish, market and distribute applications.

  according to their use of communications, 
providing opportunities for business models and services (marketing 
campaigns, targeted advertising and personalised contextual 
services, lower turnover, cross-selling, etc.)

 Evolution of the network and services in a new global 
infrastructure, common to all of the business lines, in order to 
reduce operating and maintenance costs, offering more capacity 
in response to the explosion of mobile data, video content and the 
evolution from an Internet of People to an Internet of Things.

In Telefónica we are aware of the importance of the innovation as a 
developer driver. That is the reason why we decided to promote the 
carrying out of InnovaLatino with OECD and INSEAD in order to know 
the technological innovation trends in Latin America.

 Innovation model at Telefónica
Telefónica’s innovation model bases itself in the internal activities of 
Telefónica R&D, in the alliances with third parties and through seed 
capital, venture capital or acquisitions. 

Public programs to promote R&D&I
In 2011, Telefónica headed up several projects related to developing 
the Internet of the Future organised by the European Commission 
within the Seventh Framework Programme for Research. These 
initiatives are being developed through a public-private partnership 
(PPP) model with partial funding from the European Commission. 

Telefónica’s most important venture in 2011 was related to its 
leadership in the FI-WARE project, which involves more than twenty-

The initiative entails developing the benchmark architecture, as well 
as handling the practical implementation, of an open platform for 
creating, deploying and rendering services. 

Agile Customer Driven Innovation Methodology
The Agile culture promotes a new way of working based on regular 
communication, transparency, respect and trust among the people 
involved in the development of a project (clients, developers, etc.). It 
also involves minimising the impact of adapting those projects in light of 
changing circumstances (market, competitors, and so on). 

One of the main breakthroughs in 2011 was the convergence between 
the Agile culture and Customer Driven Innovation, leading to the Agile 
CDI (Customer Driven Innovation) methodology. Thanks to our use 
of customer-centric research methods and immersion practices on 

contributions in the different phases of the processes for innovating, 
conceptualising and developing products and services. The process 
involves professionals from every discipline (design, research, 
engineering, product management, marketing, as well as partners and, 
at times, experts from industry).

Corporate incubator program

Online advertising network

Catchoom—an online advertising network that connects marketing 
agencies with applications developers. This software’s visual recognition 
technology was developed by Telefónica R+D and is sold under a license 
arrangement.

Ideas for Ferran Adrià’s new Bulli  
Telefónica and Ferran Adrià have launched the Ideas for Transformation 
contest, in which MBA students from ten of the world’s top business 
schools will design proposals for the new Bulli starting in 2014, to be 
known as the elBullifoundation. 

The schools chosen for this year’s contest, to be held during the 2011-
2012 school year, were Harvard (Cambridge - Boston, USA), Columbia 
(New York, USA), Berkeley’s Haas School of Business (Berkeley, USA), 
the London Business School (London, UK) and ESADE (Spain). 
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Seed and Venture capital programs
Telefónica Digital has a corporate venture capital programme focused on acquiring non-controlling interests 
in innovative companies with capabilities (products, services, technology) that allow them to help accelerate 
revenue generation for our Company in new and adjacent business areas.  

Corporate incubator program
In 2011, Telefónica relaunched the incubation program 
to develop new business ideas with the market potential 
that complement our innovation processes. Five initiatives 
for new “out of the box” developments, which were based 
on ideas of our employees and may lead to new disruptive 
services, were selected. Some of these results came out in 
the Mobile World Congress 2012

Innvierte 
Within the framework of this programme, we will 
collaborate with the Spanish Ministry of Science 
and Innovation (MICINN) to promote investment 
in innovation in order to foster the development 
and consolidation of innovative technology-based 
companies with high economic-growth potential in 
Spain’s ICT sector. 

This agreement comes following the award to 
Telefónica of the selection process opened by the 
Centre for Industrial Technological Development (CDTI) 
to implement the “INNVIERTE” Sustainable Economy 
programme. The aim of this initiative is, in addition, 
to take technological development in Spain a step 
further, raising the country to the highest levels of 
business competiveness, innovation and cutting-edge 
developments, on a par with other European countries 
or the United States, among other countries.

In November 2011, Telefónica Digital announced 
that it had signed an agreement with this leading 
entertainment services company on strategic 

access to the latest technology in order to offer high 
performance video services to households.

Wayra 
The Wayra initiative is intended to act 
as a technology accelerator, supporting 

newly created companies during their earliest stages 
or providing them with seed capital. In some cases, this 
might mean a single individual with a great idea who has 
not even established a company.

After a selection process, we support entrepreneurs from 
the beginning, giving them a work space, the opportunity 
to collaborate with other, like-minded innovators, startup 

mentoring within Telefónica—at the Wayra Academies—
to allow them to develop and perfect their business idea.

In less than ten months, we have implemented Wayra 
in eight countries—Colombia, Spain, Mexico, Argentina, 
Peru, Brazil, Chile and Venezuela—and by late 2011 we 

more than 80 start-ups.

Our goal for 2012-2013 is to open new Wayra Academies 
in the United Kingdom, Germany, Ireland, the Czech 
Republic and Slovakia.

Amérigo
This network of mutual funds that invest in innovation 
was launched by Telefónica to accelerate the growth of 
high-added-value companies. The platforms in question 
are open and have several coinvestors who share the same 
objective.

In addition, we have stakes in technology companies 
offering solutions that are complementary to our activity 
in areas of interest to us. For example, we made a strategic 
acquisition of Joyent’s share capital in order to promote 
technology and software breakthroughs to deploy 

Public initiatives to foster I+D+i 
In 2011, Telefónica headed up several projects related to developing the 
Internet of the Future that were organised by the European Commission 
within the Seventh Framework Programme for Research. These 
initiatives are being developed through a public-private partnership 
(PPP) model with partial funding from the European Commission .

Telefónica’s most important venture in 2011 was related to its 
leadership in the FI-WARE project, which involves more than twenty-

The initiative entails developing the benchmark architecture, as well 
as handling the practical implementation, of an open platform for 
creating, deploying and rendering services. 

10 Fridays free for inventing 
Telefónica I+D has rolled out the 10 Fridays programme, 
through which our engineers can use up to ten Fridays to 
develop their own ideas during hours that are not necessarily 
for conducting their regular work at the Company. The purpose 
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of this initiative is to encourage engineers’ creativity and to 
motivate them by allowing them to work on topics that they put 
forth in areas of their interest.

The programme makes room for projects in e-health, analysis of 
psychometric data, game development in HTML5 or projects with 
fashion and advertising enterprises. 

Campus Party

continued providing support which has contributed to making this 
Internet gathering a technological reference worldwide and enabling 
parallel projects - such as Wayra or Bluevia - to become sources of 
innovation and success for participants’ projects.

Campus Party was one of the events chosen to draw up the 
shortlist of projects. On the one hand, Movistar deployed in 
Campus Party Valencia the new IPv6 technology at the Campus 
Party for the first time. This new Internet protocol permits end-
to-end connectivity, enabling the development of the “Internet 
of Things”, through which current or future machines and 

numerous devices, such as computers, smartphones, PDAs, cars, 
refrigerators, washing machines or any other appliance, will offer 
data and Internet connections.

On the other hand, the Fundación Telefónica presented  the 
EducaParty project. At this event, hundreds of technology teachers, 
innovators and enthusiasts took part in debates and workshops to 

In addition, Telefónica I+D and the Arduino free hardware platform 
presented Arduino Shield, a product containing a modem that can 
connect to Internet, the fruit of months of collaboration between the 
two companies. The users of Campus Party were invited to try it and 
give their impressions, to help with future versions.

Finally, Ferran Adrià explained his personal vision of creativity and 
the importance of considering young people as real innovators.

Campus Party Brazil.

By late 2011, Wayra had received 
more than 6,000 applications and 
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+ Global...
global resources in Telefónica

I

  Global standardisation and supplies

  Reaching our natural market share

  Global Shared Services Centre, 
.

  New global Human Resources

 

A global network

Telefónica Leadership Conference, Miami 2012.
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  Rationalisation of NGA rollouts

 

 In the sphere of operations

 Review of the ownership model

IT

  Facilitating the growth of the businesses

 

 Transforming capacities and skills:

Procurement

 Identifying the 150

 Global purchases

 Regarding the remaining negotiations

 

Telefónica has invested 31,000 million 
euros in the radioelectric spectrum 
and networks in the last four years

2010 2011 %chg
Spain 7,738 7,138 -7.7%
Latin America 13,363 14,485 8.4%
Europe 5,724 5,618 -1.9%
Other 141 54 -61.9%

Total Telefónica 26,966 27,295 1.2%

Purchases awarded by region In thousands

54
0.19%

5,618
20.58%

7,138
26.15%

14,485
53.06%

Total 2011
27,295
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Global Solutions

 

 More than 100 PoPs
 More than 20 billion minutes  

Dr. Yan Bo, GM - Global Business Department  
and Juan Carlos López-Vives, Chairman of Telefónica Global Solutions.
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  Strengthening and optimising

  Extending our perimeter

  Giving an impetus

  Strengthening customer service  

Group Services 

  Activities related to Finance, 

  Sales and customer service
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+ Agile…
a new, simpler and more effective model
Following Telefónica’s structural changes, the role of the Human 
Resources Department has become, if possible, even more crucial. 
Consequently, the main step that has been taken is the launch of a 
new global HR operating model, to increase the positive impact on the 
businesses of the Company’s recent restructuring. 

T he global HR unit is the catalyst of the Company’s operating and 
cultural transformation and is responsible for ensuring that it 

becomes more responsive. The main units that will support efforts 
to meet this challenge are the Global Excellence Centres and the 
Global Shared Services Centres (which are intricately linked to the 
initiatives of Group Services).

The Global Excellence Centres allow us to manage people in a more 

company.

The centres of excellence (Talent, Compensation and 
International Mobility, Universitas and Organisation) that we 
have launched require specific expertise and define global policies 
and tools based on best practices, while avoiding duplication.

The Global Shared Services Centres, on the other hand, aim to take 

transactional activities and/or those that can be consolidated. 

Employees

The Telefónica Group, including the Atento Group, had 291,105 
employees at year-end 2011, 2.1% more than the previous year. 
Excluding the Atento Group, Telefónica’s staff numbered more than 

is all the more noteworthy when viewed against the backdrop of the 
challenging economic environment and sweeping changes in the 
telecommunications market. 

An examination of employee breakdown by region reveals that Latin 
America continues to account for the bulk of the Telefónica Group’s 
headcount—71%. This region is followed by Spain (19%) and 
the rest of Europe (9%). The remaining 1% is distributed across a 

Ninety-six per cent of Telefónica’s workforce, excluding Atento, have 
permanent employment contracts. When Atento is included, this 

Summit for Telefónica Executives, Madrid 2011.  
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At year-end 2011, 37% of Telefónica’s workforce was female 

in. In 2011, Telefónica increased the percentage of women in 
management positions to 19.1%. 

Social dialogue and collective bargaining agreements
At Telefónica, all efforts related to social dialogue and to our employees’ 
rights of association, participation and collective bargaining are based 
on our Corporate Guidelines, on the Social Protocol on International 
Agreements and on the related Code of Conduct in effect between the 
Union Network International (UNI) and the Company.

In 2011, 77,736 Telefónica employees—or 27% of the total 
workforce—voted in union elections. In addition, 207,126 of the 
Company’s employees, or 71% of the total, were covered by 
collective bargaining agreements.

Telefónica de España completed the negotiation of its 
collective bargaining agreement covering 2011-2013 and of the 

The Telefónica Group increase 
the size of its workforce by 2.1% 

in 2011, to 291,027 employees

Restructuring Plan (ERE), which sets a limit on the number of 
redundancies to no more than 6,500. The agreement reached with 
worker representatives allows employees to voluntarily sign up 
for the redundancy packages set forth in the Restructuring Plan. 
Under the agreement, redundancies must be voluntary, universal 
and non-discriminatory. 

It should be mentioned that the Redundancy Plan secured a 
high level of acceptance, and a total of 2,359 employees had 
opted for the scheme by the end of the year, of which 1,925  
left in 2011.

Also in 2011, the collective bargaining agreement of Telefónica 
Soluciones in effect for 2011 was signed, as well. 

Union elections also took place at Telefónica de España to choose 
worker representatives. In the March 2011 elections to appoint the 

of employees participated. No incidents were recorded and all rights 
were duly guaranteed.

OthersEmployees per region Telefónica Latin America Telefónica EuropeTelefónica España

73.3%

16.2%

8.9% 1.6%

291,027 
Employees

2009 2010 2011 % chg

Spain 52,060 54,879 47,186 -14.0%

Latin America 175,350 201,074 213,215 6.0%

Europe 27,964 27,171 26,014 -4.3%

Other 2,052 1,982 4,612 131.5%

Telefónica Total 257,426 285,106 291,027 2.1%

Workforce at 31 December 2012
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Workplace Satisfaction and Motivation Index 

Performance by region 2009 2010 2011

Spain 60% 63% 65%

Latin America 83% 84% 83%

Europe 76% 75% 76%

TSA and Subsidiaries 67% 66% 71%

Overall Telefónica 73% 74% 76%

Percentage

Work climate 
The employee workplace satisfaction and motivation index rose to 
76% in 2011 from 74% in 2010.

The results of this survey, which does not include Atento, improved 
once again, yielding a score of 76% in 2011, two points above the 
result for 2010 and two points better than the target set for 2011, 
which was to maintain the 74% achieved in 2010.  

By regions, the index for Spain stood at 65% (2 p.p. over 2010); for 

2009). The level of participation was still quite low. In 2011, 75% of 

employees in 24 countries.

In addition, in 2011 the Great Place to Work Institute named 
Telefónica as one of the world’s 25 best companies to work 

multinationals from 45 countries. Atento, a Telefónica subsidiary, 
has also ranked among the top 25 best places to work, coming in 
twenty-fourth. Telefónica is the only telecommunications operator 
appearing on the global ranking, and Telefónica and Atento are 
the only Spanish companies included. Moreover, 30 Telefónica 
companies in the world (including Atento) were listed on Great Place 

The work climate index 
improved by two percentage 
points in 2011

Universitas Telefónica. 
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High performance integrated processes 
On the talent front, one of the major milestones of 2011 was the 
design of a new Global Performance and Talent Management Model 
which will be rolled out in all Telefónica companies in the course of 
2012. The key aspects of this new model are based in individual 
targets and the Bravo!+ new forms of conduct: +Customer, +Global, 
+Digital, +Agile, +Leader.

Talent mobility 
Telefónica prioritises talent mobility based on its view that it 
represents a key factor in personal and organisational development 
by fostering the exchange of know-how and best practices among 

the Global International Placement Management Model.

According to the kind of international movements, 44.06% of them 
were long term (more than one year), 43.75% were short term (not 
more than 6 months) and  the remaining 12.19% were medium term 
(between 6 to 12 months).

Of the new assignments arranged in 2011, 35.26% were taken up by 
women and 64.74% by men, a decline with respect to participation 
in 2010 (41% women; 59% men) and more in line with the 2009 

Telefónica invested 67.4 
million euros in training, 14% 

more than the year before

Employee permit, by gender and age

19.19%13.56% 25-34
19.66%9.86% <25

10.41%11.54% 35-44
4.85%8.22% 45-54

0.85%1.78% 55-64
0.02%

Women
0.05%

Men

Percentage

Development and training

In 2011, Telefónica invested €67.4 million in employee training 
(including at Atento), an increase of more than 13% over 2010. Also 

average of 62 hours per employee (including those at Atento). This 

due to the ongoing boost to e-learning initiatives in 2011, which 
enabled Telefónica to manage the resources it devotes to training 
efforts in an increasingly effective manner.

With Universitas Telefónica—in the words of César Alierta, “the 
most important tool at our disposal for meeting the challenge of 
globalisation and winning in the digital world”—crucial steps are 
being taken to train and develop the Company’s employees. In 
2011, the new Universitas team devised its vision and strategic 
focus for the coming years. Universitas’ strategic focus was 
redesigned so as to emphasise excellence, present relevant 
content for Telefónica and encourage networking among and the 
diversity of its participants. In addition, 43 versions of 14 different 
programmes have been introduced and have been attended by 
2,674 professionals (106% more than in 2010). The average overall 
score given by participants at Universitas Telefónica was 9.0 out of 
10 (one one-tenth higher than in 2010). Finally, we have continued 
to focus on e-learning as a global training tool for the launch of a 
new version of the platform intended to promote “social learning” 

TIC) that have achieved excellent results and received high marks 
from their attendees.

Investment in training

59
67.4

2010 2011

Millions
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+ Leader…
worldwide scale of Telefónica is reinforced
Leader in… shareholder remuneration.  Telefónica stands in seventh position in 
the sector Telco worldwide in terms of market capitalisation, and allocated 
more than 7.2 billion euros to remunerate shareholders 

In 2011, the Company earmarked €7.24 billion in 
shareholder remuneration overall, equivalent to 78% 

of free cash flow during the year and 9% of its market 
capitalisation. The shareholder remuneration was 
carried out through a cash dividend payment (€6.852 
billion) and a share buyback (€386 million).

Whereas at 31 December 2011 Telefónica held 84.2 million 
treasury shares, representing 1.8% of its share capital, in 2012 
it held 90.2 million treasury shares, equivalent to 1.975% of 
share capital.

2011 dividend payment: €1.60 per share
On 7 November 2011, Telefónica paid a dividend charged to 

outstanding share carrying dividend rights.

The remaining amount (€0.83 per share) will be distributed on 18 
May 2012, through a combination of a cash payment (€0.53 per 
share) and a scrip dividend.

Shareholder remuneration policy
Although In December 2011, Telefónica’s Board of Directors 
approved a revision of the shareholder remuneration targets 
announced in October 2009, the economic and operating 
environment on which these targets were based has changed 

In the current climate, and given Telefónica’s share valuation, the 

scheme initially set for 2013, while maintaining an attractive 
remuneration for its shareholders compatible with the strategy 
of sustained investments in the business -including spectrum 

Distrito Telefónica.
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acquisition- to capture growth opportunities in our markets and 

Total shareholder remuneration for 2012 will amount to €1.50 
per share, including the payment of a cash dividend of €1.30 
per share and a share buyback for the remaining amount. The 
repurchased shares will be cancelled. The term for carrying out the 
buyback will end in May 2013.

The minimum total per-share remuneration established for 
2013 is similar to that of 2012 (€1.50 per share). The type of 
remuneration (dividend, share buyback or a combination of the two) 
will be decided based on prevailing market conditions and investor 
preference when the remuneration is paid.

At year-end 2011, the value of Telefónica’s 
share capital, subscribed and fully paid up, 
stood at €4,563,996,485

Dividend-per-share performance 

Numbers of shareholders. Telefónica had 
1,468,677 shareholders at 3 April 2011, according 
to the individual records issued to natural and legal 
persons, as well as from Sociedad de Gestión de los 
Sistemas de Registro, Compensación y Liquidación de 
Valores (Iberclear).

Stock markets. Telefónica trades on the Spanish 

Barcelona, Bilbao and Valencia), as well as on the 
London, Tokyo, New York, Buenos Aires, São Paulo and 
Lima markets.

Share capital. At year-end 2011, the value of 
Telefónica’s share capital, subscribed and fully paid 
up, stood at €4,563,996,485, and was divided into 
4,563,996,485 ordinary shares, all of the same series 
and class, having a par value of one euro each, and 
represented by book entries. 

According to 
information available from the Company, no natural 

indirectly, either alone or in conjunction with another 
party, control over Telefónica. 

Thus, at 31 December 2011, Banco Bilbao Vizcaya 
Argentaria, S.A. (BBVA) held 5.658% of Telefónica’s 
share capital; Caja de Ahorros y Pensiones de 

held 3.884%, either directly or indirectly.

in euros

2008 2009 2010 2011 2012 2013

1 +15%

+15%

+14%
-6% 0%

1.15

1.4

1.6
1.5 1.5
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Performance of share price
The main European markets declined across the board in 2011 

throughout Europe. The crisis came to a head with the Portuguese 
bailout and Greece’s request for a second rescue package. The 

and concerns on global economic growth increases.   

Telefónica’s share price fell by 21.1% (to €13.39 per 
share at year-end 2011), underperforming the European 
telecommunications sector overall (-6.2%). The main reason 
for the decline was Spain’s macroeconomic risk owing to its 

(Vodafone’+7.9%, BT +5.6%) given its considerable weight on 

Telecom Italia: -14.1%; Deutsche Telekom: -8.2%.  Nevertheless, 
the total return on Telefónica shares in 2011 stood at -12.1% 
(taking into account dividends paid). 

At year-end 2011, Telefónica was the seventh largest 
telecommunications company in the world by market 

company in the world overall. 

Telefónica’s daily trading volume on the Spanish continuous 
market was 56.4 million shares in 2011 (59.8 million in 2010).

Stock Market Performance

107

105

103

101

99

97

95

93

30/01 28/02 31/03 30/04 31/05 30/06 31/07 31/08 30/09 31/10 30/11

TFF SM Equity IBEX Index €Stoxx50 Telco

Sector Ranking by market capitalisation  
at December 31, 2011
millons of euros

China Unicom

Deutsche Telekom

NTT

Telefónica

NTT DoCoMo

Verizon

América Móvil

Vodafone

AT&T

China Mobile 151,332

138,262

107,638

87,634

66,839

61,928

61,089

52,205

38,309

38,250



Telefónica’s Investor 

end 2011, more than 200,000 shareholders were registered in the 
Shareholder Service, and were thus eligible to receive the Shareholder 
Card identifying them as Company shareholders, in addition to the 
quarterly magazine Acción Telefónica.

Communication channels with shareholders are:

In 2011, it received 63,142 calls in 2011, or an average of 5,262 
calls per month. During the period when our General Shareholders’ 
Meeting was being held, the monthly average number of calls rose 
to 19,000. 

The topics on which our shareholders most frequently inquired were:

  16,832 inquiries on the General Shareholders’ Meeting

  20,505 inquiries on stock market trends and share prices

  6,555 inquiries 

  68 inquiries

Online channel
During 2011, the Shareholders & Investors website registered a total 
of 1,924,144 visits, compared to 1,439,537 in the year before. In this 
site we offer information regarding:

  Stoke Exchange. Online prices, with graphic resources, return 
calculators, weighting indexes, peer group performances, etc. 

  Dividends, results and relevant information. Regarding the 
Corporate Governance, relevant facts, etc. 

  

  

provides a personal mailbox, a alerts service and personalized 
information.

telefonica.es) through which more than 2,500 queries were 
answered during the year.

In 2011, we mailed 597,582 copies of the magazine to our 
shareholders

Bravo!+ Programme | + Leader

Stand Bolsalia, Madrid 2011.
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elefónica’s global reach has been enhanced by its strategic 
and industrial alliances with China Unicom and Telecom Italia. 

On the basis of these alliances, Telefónica now has access to a 
combined total of 808 million customers of the three operators. 
Through Zon Multimedia, its industrial alliances also give 
Telefónica a foothold in Portugal. 

In addition, in 2011 Telefónica launched its Partners Program to 

markets in which the Company does not operate. 

 China Unicom

On 23 January 2011, Telefónica strengthened its strategic alliance 
with China Unicom, agreeing on a new share swap. The aim of 
this stronger alliance is to enhance strategic cooperation in areas 
including procurement, mobile-services platforms, provision 
of services to multinationals, wholesale services, roaming and 
technology in which the companies had already been working jointly 
since signing their strategic alliance. 

In addition, the two companies bolstered their alliance through 
a new reciprocal investment in which each of them will acquire 
a shareholding in the other equivalent to US$500 million.  China 
Unicom is raising its shareholding through the acquisition of 

bought China Unicom shares on the stock market. After the swap 
has been carried out, Telefónica’s stake in China Unicom will climb 
to about 9.57%, while China Unicom’s stake in Telefónica will 
total 1.37%. 

The agreement also calls for the naming of a new member on 
Telefónica’s Board of Directors representing China Unicom.

The joint development of the Internet of Things
Telefónica, through the newly created Telefónica Digital unit, and 
China Unicom entered into a strategic agreement to promote the 
development of the Internet of Things from a global perspective. 
The objective is to make progress toward improving machine-to-

machine connections, or M2M, through various technologies such 
as radio-frequency identification, sensors or global positioning 
systems (GPS).

cooperate on the construction, maintenance and operation of 
M2M platforms and the development of the related technological 

capacity to offer winning proposals to their customers in the 
different markets and sectors.

ratios and reduce costs, as well as provide new technological 
dynamics that will contribute to the overall economic recovery. 
They represent a new wave of innovation in the technology and 
information industry after those spearheaded by IT, the Internet and 
mobile-communication networks.

in purchasing, testing and market-analysis processes. Eventually 
they will establish alliances with customers and suppliers to 
leverage their economies of scale so as to improve conditions and 
accelerate standardisation processes. In this manner, they will 
provide clients with strategic global M2M solutions in order to 
jointly develop business opportunities in the new digital era and 
to make the most of those opportunities: smart mobility, energy 

intelligent production systems.

Another facet envisioned by Telefónica and China Unicom has to do 
with roaming, which involves agreeing on special conditions related 
to the needs of M2M, thus increasing the quality of the service, and 
promoting international M2M communications standards.

The important scale resulting from the cooperation between 
the two groups will enable joint testing and joint technological 

the teams from China Unicom and Telefónica will work with the 
International Organization for Standardization and will take part in 
its most important forums.

. Telefónica reinforces its strategic and 
industrial alliances to consolidate its leadership as a global player. 
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Telecom Italia
Telefonica holds 10.5% of the voting rights in Telecom Italia through 
its 46.2% stake in Telco. The alliance between Telefonica and 
Telecom Italia is the largest in Europe with more than 60 million 
customers in Italy and presence in 8 European countries. The 
Industrial Alliance has laid the foundations for the development of 
an operational synergies program to take advantage of the scale of 
both companies.

Between 2008 and 2010 the program generated synergies of over 

a year. The results are based on increased technical alignment, 
using best operational practice, alignment of marketing strategies 
and implementing best business practice, as well as work done on 
leadership and innovation projects.

Specifically we are developing a wide range of initiatives within 

in relation to new technologies, deployment plans and the 
optimization of the processes. 

The alliance is also working hard on the development of innovation 
projects in areas as diverse as Cloud Services, M2M and the internet 

services. The main objectives are the transfer of knowledge and the 
development of joint projects like those that are currently underway 
as part of the collaboration with the European Union.

through its strategic alliances with China Unicom and Telecom 
Italia, in 2011 Telefónica implemented this ambitious programme 

has no shareholding relationship and that are in markets where it 
does not operate but that are of interest to it.
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elefónica’s brand strategy is differentiated into different roles: 
Telefónica plays an institutional-brand role, and is responsible 

for overseeing relations with employees, shareholders, global 
customers, suppliers, public institutions and society at large; while 
Movistar, O2, and Vivo are the commercial brands that interact with 
customers of the residential and corporate segments in each of their 
benchmark markets.  

Evolution of the Implementation of the Brand Strategy
In 2011, we completed the implementation of Telefónica’s role as an 
institutional brand, moved forward with the commercial rebranding 
of Movistar and developed the new strategy for Vivo to gradually 
transform its mobile-business brand into a convergent brand in the 
Brazilian market. In addition, we have broadened our portfolio with 
successful brands in the digital segments (Tuenti, Jajah) and created 
new brands that will allow us to compete with other brands in the digital 

as its values and its institutional role in society, we have developed a 
communication strategy that includes advertising, the alignment of 

consolidated and promoted with the inclusion of the Chinese pianist 
Lang Lang in 2011. In addition, we have taken part in the institutional 
sponsoring of the Volvo Ocean Race 2011-2012.

with its launch in Latin America and the new operations in Costa Rica 
and Brazil (in particular, outside of the state of São Paulo, following 
the acquisition of Vivo).

In Europe, Telefónica has become the sole-employer brand for 
25,977 employees. This was disseminated through the “Did you 

‘Best Digital Employee Communication’ category and the European 

Commercial brands: Movistar, O2 and Vivo
In 2011, we successfully completed the commercial rebranding of the 
new Movistar, a process that began in 2010. This change was carried out 
progressively in the different markets. 

In January, Peru implemented the new brand for all of its services. In the 
second and third quarters, the mobile-business brand was repositioned 
in Argentina, Colombia, El Salvador, Panama, Nicaragua and Guatemala 
and a new launch was carried out in Costa Rica. In 2012, in Colombia, all 

+ Leader in brand portfolio. Movistar and O2 among 
the 100 Most Valuable Brands.

Telefónica yacht, which competed in the Volvo Ocean Race.
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O2 and Vivo have also held onto their position as the sole brands for 
the residential and corporate segments in their markets (Europe and 
Brazil, respectively).

Although O2’s positioning and visual identity remained 
unchanged in 2011, the group has been developing a new 
strategy for Vivo to gradually transform the mobile-business 
brand into a convergent brand under the concept of “Connected 

ahead of the April 2012 launch.

Brand  Ranking 
In 2011, we successfully completed the commercial rebranding 
of the Movistar, O2 and Vivo are among the brands most highly 
regarded by customers in every country where we operate. Various 

Mobile Telephony
Top of mind Total number of mentions

Country Percentage Percentage Ranking
Spain 41 92 1

30 68 1
Peru 54 93 2

41 95 1
Mexico 31 94 2

48 98 1
El Salvador 25 97 1
Guatemala 28 99 1

52 100 1
Venezuela 38 100 1

15 93 1
Ecuador 40 99 1
Panama 44 99 1

4 69 2
Brazil 28 72 3
Ireland 41 95 2
Slovakia 22 88 3

34 92 2
26 71 2

Germany 20 66 2

Fixed Telephony
Top of mind Total number of mentions

Country Percentage Percentage Ranking
Spain 60 97 1

30 68 1
Peru 44 60 2
Brazil 47 69 1

59 89 1
17 48 1

In 2011, we completed 
the implementation 

of Telefónica’s role 
as an institutional 

brand, moved forward 
with the commercial 

and developed a new 

studies published in 2011 and carried out by large global consulting 

brands among the top brand-valuation rankings. 

In its 2011 ranking, Interbrand, which focuses on the Spanish 
market, rated Movistar as the most highly regarded Spanish brand. 

In addition, MillwardBrown’s prestigious ‘Brandz Top 100 Most 

Telefónica’s commercial brand for Europe, also had a relatively high 
standing, as it placed seventy-fourth.

rebranding of Telefónica’s brands and the consistent implementation 
of this rebranding in the countries.

Telefónica’s corporate brand.

Brand awareness
Spontaneous awareness of the Telefónica Brand, total number of mentions
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n 2011, Telefónica was once again among the world’s leading 
companies in terms of sustainability criteria, according to the Dow 

 while improving its position by four 
points from 2010.

In 2011, Telefónica was once again among the world’s leading 
companies in terms of sustainability criteria, according to the 
Dow Jones Sustainability Index (DJSI), while improving its 
position by four points from 2010.

In its annual review, Sustainable Asset Management (SAM)—the 
rating agency that evaluates companies in terms of sustainability 
management—gave the Group a score of 88 out of 100 based on 
economic, environmental and social criteria. This is 23 percentage 
points above the sector average and places Telefónica among the 
top five companies in the sector.

Telefónica, which has been listed on this index—one of the most 
demanding in the world—for four years, once again heads up the 
list in the social category and raised its score in the other two 
categories.

For the DJSI, “Corporate Sustainability is a business approach that 
creates long-term shareholder value by embracing opportunities 
and managing risks deriving from economic, environmental 
and social developments”.  And Telefónica has formulated its 
sustainability strategy according to this definition.

Telefónica is recognised as the company in its sector with the 
best practices in six key categories, and is ahead of the South 
Korean company KT Corp by 90 points. For the second year in 
a row, Telefónica scored first in risk and crisis management; 
environmental management; human capital development; impact 
of telecommunication services; and stakeholder engagement. 
And for the first time it was the top-ranked company in digital 
inclusion issues.

Telefónica received a score of 87 points for its economic impact, a 
4-point improvement and 18 percentage points above the sector 
average. This part of the index examines issues relating to customer 
relations management; privacy; risk management; corporate 
governance; corporate guidelines and anticorruption; brand 
management; and innovation management. In addition, in what is a 
new category this year, it places more emphasis on the development 
of services.

One of the most prominent aspects is Telefónica’s Risk 
Management model, which was awarded the highest score 
(100 out of 100). The model provides us with a high level of 

risks and risks associated with breach of the Business Principles, 
for which improvement plans, mitigation projects, regulations and 

responsible for articulating correct internal conduct relating to 
responsibility for the supply chain, human rights, integrity, privacy 

child protection, responsible advertising and diversity, etc.

Noteworthy in innovation is the utilisation of opportunities for 
growth offered by the digital world through widening the portfolio 
of products and services, as well as the commitment shown 
to technological development through BlueVia (Telefónica’s 
platform for developers), investment in social and environmental 
innovation, Movilforum and Wayra (an initiative launched by the 
company in 2011 to help talented entrepreneurs to accelerate 
their ICT-related business ideas).

In social issues, Telefónica remained at 90 points, the highest score 
in the sector and 27 points above average.  We should stress the 
Telefónica Foundation’s Debate and Knowledge programme, which 
aims to foster social awareness of and discussion on the impact of 
ICTs; the internal push for telework or teleconferences; the efforts to 
ensure that the supply chain acts responsibly and guarantees respect 
for human rights and the corporate guidelines (in 2010, more than 
1,100 supplier audits were conducted); and Telefónica Foundation’s 
programmes, in particular, Proniño.

We should also stress the improvement in talent retention and 
human capital development—areas in which the Company has the 
highest score in the industry. This effort regarding our employees 
was channelled through the new bravo! People programme, which 
launched a Global Share Purchase Plan in which more than 40,000 
employees are registered. The programme gave awards for employee 
commitment and good performance. In addition, the Company moved 
forward with its training effort, investing €56.4 million in e-learning 
programmes and a Corporate University.

+Leader in… sustainability. Risk and opportunities management 
of Telefónica is internationally recognized.

Socio-economic Development 
 

6.4%

Other 
 

Arts and Culture  
 

Education and Youth  
 

Social Welfare  
 

Health  
 

Environment 
 

143.26 
million
euros
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Regarding stakeholder engagement, in which Telefónica is rated Best in 
Class, the Company stepped up its use of social networking in order to 
improve service and forge trust-based relationships with stakeholders 
such as its customers.

Environmental dimension (87 points)
The Company’s environmental score was 87 points, 14 higher 
than last year and 30 points above the average. This category 

environmental information and climate change. Telefónica continues 
to lead the sector in environmental management, thanks to the 
implementation of its Global Environmental Management System, 
which is now in place at 80% of its operations, and the ISO 14001 

companies.

thanks to proper management of resources (energy, CO2 emissions, 
waste). Indeed, by 2010 the Company was halfway to meeting its 

In Energy and Carbon management
For the second consecutive year, Telefónica received the 
highest score in the telecommunications sector in the 
Carbon Disclosure Project (CDP), composed of two indexes 

under management and rate companies’ transparency 
and performance vis-à-vis climate change.

listed on the Carbon Disclosure Leadership Index 
(CDLI), which measures the quantity and quality of the 
information that companies provide on climate change. 

Energy management and CO2 emissions, green services, 
and, in general, the utilisation of opportunities and the 
minimisation of risks associated with climate change are 
the keys for the Company’s attainment of this position on 
the leading investment index on carbon.
We attained merely 20% of the goal we set in 2007 of 
reducing our network electricity consumption by 30% 

In Green ICT services 
In 2011, we were recognised as a leading ICT company 
in Europe based on our provision of energy-efficient 
services, according to the “green quadrant”, by 
Verdantix, a firm of analysts of the global industry. 
In 2011, who worked with the business lines to 
expand our portfolio of Green ICT services globally. 

processes for energy efficient services (transports, 
utilities, smart buildings) in particular and solutions 
based on M2M. Our “Green ICT” services help 
promote an ecoefficient, low-carbon economy. 
The consolidated our global smart city model in 
which Green ICT services play an important role for 
energy management, the environment and local 
transportation.

Leadership 2011 in Green ICT

The rating agency that evaluates companies’ 
sustainability gave the Telefónica Group a 

score of 88 out of 100, 23 points higher than 
the sector average

II Global Energy and Climate  
Change Workshop Lima, September 2011.
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Financial  
Highlights

Notes:

T.España

T. LatAm

T.Europe

Organic criteria

Guidance criteria

Telefónica. Selected Financial Data
January - December % Chg

2011 2010 Reported  Organic  
2011

Guidance  
Guidance

Revenues 62,837 60,737 3.5 0.1 “up to 2%”  0.1

OIBDA 20,210 25,777 (21.6) (5.1)

OIBDA margin 32.2% 42.4% (10.3 p.p.) (2.0 p.p.) “upper 30’s”
36.1%

(2.0 p.p.)

Operating Income (OI) 10,064 16,474 (38.9) (9.6)

Net income 5,403 10,167 (46.9)
Basic earnings per share (euros) 1.20 2.25 (46.7)

CapEx 10,224 10,844 (5.7) 3.3 - 9,000 8,819

OpCF (OIBDA-CapEx) 9,986 14,933 (33.1) (9.8) - 9,000 8,819
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Telefónica Accesses
2011 2010 % Chg  

Final Clients Accesses

Wholesale Accesses

Total Accesses 306,607.8 287,632.3 6.6

   
Notes:
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Telefónica’s mobile accesses stood at 238.7 million in 2011, with 
a year-on-year increase of 8% in organic terms, following an 
acceleration in the growth rate during the second half of the year, 
period in which, excluding the disconnections accounted for in the 
year, the Company registered net additions of almost 13 million 

the year and 1.4 times those in the second half of 2010). It is also 
worth highlighting net additions posted during the fourth quarter, 
reaching a record in the year (7.8 million accesses, excluding the 
disconnection of 1 million inactive prepaid accesses in Brazil in 
December), with a year-on-year increase of 45% (+59% quarter-on-
quarter).

 The Company’s focus on capturing high-value customers led to a 
sustained increase in the contract segment (+11% year-on-year), 
which accounted for almost a third of total mobile accesses. As a result, 
the contract segment contribution to total net additions stood close 
to 40% over the full year, exceeding 100% at Telefónica España and 
Telefónica Europe. In Latin America, it is important to highlight the 
Company’s leading position in the contract segment, where Telefónica 
has the largest customer base in the region.

 Mobile broadband accesses -accesses with a data rate attached and 
therefore active users of the service- exceeded 38 million at the end of 

16% over Telefónica’s total mobile access base (+5 percentage points 
versus December 2010). Telefónica Europe reached a penetration rate 
of 31%, followed by Telefónica España (29%). Meanwhile, there is 
huge scope for increasing penetration of these services at Telefónica 
Latinoamérica (10%). 

sustained increase in mobile data revenues, with a 19.0% year-on-year 
increase in organic terms, to account for more than 31% of Telefónica’s 
total mobile service revenue in 2011. Noteworthy was the strong 
increase in non-SMS data revenues (+37.5% year-on-year in organic 
terms), which now account for more than 52% of total mobile data 
revenues.

Retail  accesses reached a total of 18.0 million 
(+5% year-on-year). The strategy of bundling voice, broadband, and 
TV services has proved to be key to control the churn rate, with the 
percentage of retail broadband accesses (in both Spain and Latin 
America) bundled in a dual or triple service package rising gradually to 
around 90% in 2011.

The number of Pay TV accesses stood at 3.3 million in 2011 
(+19% year-on-year), with a pickup in the growth rate, basically 
due to the successful commercial repositioning in Latin America, 
where net additions in 2011 tripled those of 2010, the inclusion 
of TVA’s Brazilian customers as of June and the good commercial 
performance in Spain during the second half of the year. 

 accesses reached 40.1 million, down 3% year-on-
year. This decline remained stable throughout 2011. 

It is important to bear in mind that Vivo has been fully consolidated 
since October 2010 (prior to that date, the results of Vivo were 
proportionately consolidated). Consequently, this had an impact 

reported terms. 

In 2011 revenues totalled 62,837 million euros, a year-on-year 
increase of 3.5%, driven by higher revenues from Telefónica 
Latinoamérica (+13.5% year-on-year). Changes in the consolidation 
perimeter contributed with 4.1 percentage points to this growth, 
while foreign exchange rates had a negative impact on revenue 
growth of 0.7 percentage points.

In organic terms, revenues rose 0.1% in 2011, negatively impacted 
by mobile termination rate cuts across all regions, which dragged 
842 million euros to revenue growth. Excluding this impact, organic 
revenue growth for the full year would have reached 1.4% (+4.8% in 
reported terms).

By services, the contribution of services with the highest growth 

services beyond connectivity), exceeding 26% of consolidated 
revenues (+3 percentage points versus 2010). This contribution 
offset the lower contribution by traditional access and voice 
revenues. 

By regions, revenues from Telefónica Latinoamérica already account 
for 47% of total consolidated revenues (+4 percentage points with 
respect to 2010) and remained the Company’s main growth driver 
and the largest contributor to consolidated revenues in organic 
terms (+2.2 percentage points). Revenues from Telefónica Europe 
represent 25% of the consolidated revenues, while Telefónica 
España contributes with some 28%, both decreasing by -1.2 
percentage points year-on-year and -3.3 percentage points year-on-
year, respectively.

Consolidated  stood at 44,501 million euros 
in 2011. It is important to remember that the year-on-year 
performance in reported terms (+10.2%) is mainly affected by the 
increase in personnel expenses (+31.8% year-on-year in reported 
terms), as a result of:

non-recurrent restructuring expenses recorded in the second 
half of 2010 (1,262 million euros), mainly related to personnel 

to the Telefónica Foundation’s social activities (400 million euros; of 
this total, 280 million euros were recorded in Telefónica S.A. and the 
remainder was registered in Telefónica Latinoamérica).

the non-cash impact provision for restructuring expenses (2,671 
million euros in consolidated terms) register in the third quarter of 
2011, associated to the workforce restructuring plan approved by 
the Company in Spain.

The contribution of services with the 
highest growth potential, such as mobile 
and broadband, continues to increase, 
and now accounts for 26% of Telefónica’s 
consolidated revenue
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In organic terms, the year-on-year increase in operating expenses 
stood at 3.2%, explained by:

Supply costs amounted to 18,256 million euros, with a year-on-
year increase of 1.3% in organic terms (+3.7% in reported terms), as 
a result of increased handset costs in the three regions associated 
with growing smartphone adoption. Nevertheless, this effect is 
offset by lower mobile termination costs in all the regions.

Subcontract expenses totalled 13,019 million euros, up 4.4% year-on-
year in organic terms (+6.5% in reported terms), mainly coming from 

increased commercial costs linked to higher activity, and higher expenses 
associated to the deployment of the 3G network.

Personnel expenses amounted to 11,080 million euros, rising 6.2% 
in organic terms, mainly due to the higher expenses in Latinoamérica, 
following the in-sourcing process developed in Brazil in 2010 and the 

within the region.  

The average number of employees at the end of 2011 was 286,145 
(17,098 more than at the end of 2010), mainly due to the larger 
workforce at Atento. Excluding Atento, Telefónica’s consolidated 
average workforce was 133,948 employees (128,011 in 2010).

contribute very positively to consolidated results in 2011 (636 million 
euros in terms of revenues and 523 million euros in OIBDA). 

highlighting that Telefónica’s “Partners Programme” now includes three 
operators (Bouygues, Etisalat and Sunrise). The “Partners Programme” 
is an initiative that makes available to selected operators and, under 
commercial terms, a host of services that allows partners to leverage 
on Telefónica’s scale and to cooperate on key business topics (roaming, 
services to multinationals, procurement, devices, etc.).

 totalled 823 million euros in 2011, 
mainly due to the impact of sales of non-strategic towers within the 
framework of a number of initiatives developed by the business units 
to optimize the use of capital (impact of 541 million euros in 2011, with 
467 million in the fourth quarter; and 242 million in 2010, 179 million in 
the fourth quarter). Moreover, 2011 results include the positive impact 
of the partial reduction of our economic exposure to Portugal Telecom 
(184 million euros) as well as T. España’s sale of non-strategic assets, 
amounting to 73 million euros (40 million euros accounted for in the 
fourth quarter).

It is worth noting that in the third quarter of 2010 this item included the 
positive impact of the revaluation of the previously-held stake in Vivo 
at its fair value at the date of acquisition of the 50% stake in Brasilcel 
owned by Portugal Telecom (3,797 million euros) as well as the capital 
gain from the disposal of Manx Telecom (61 million euros).

Thus, 
(OIBDA) for 2011 stood at 20,210 million euros. In underlying terms, 
OIBDA decreased 2.1%, affected by the loss of higher-margin revenues, 
the sharp increase in commercial activity and negative impact of 

interconnection (188 million euros in 2011). In organic terms, OIBDA 
dropped 5.1% over the twelve-month period. 

activity throughout the year, the Company maintained a high level 

limited erosion of 2.0 percentage points versus 2010. In underlying 
terms, OIBDA margin stood also at 36.1% (-2.1 percentage points year-
on-year).

By region, Telefónica Latinoamérica continued to increase its 
contribution to consolidated OIBDA, already accounting for 48% of 
underlying OIBDA (+4 percentage points year-on-year), rising to 67% 
including the contribution from Telefónica Europe. 

 in 2011 (10,146 million euros) 

full consolidation of Vivo and the amortization of Vivo’s purchase 
price allocation (336 million euros for the full year vs. 84 million euros 
in 2010). Total depreciation and amortization charges derived from 
purchase price allocation processes amounted to 1,119 million euros 
in 2011 (-2.0% year-on-year). In organic terms, depreciation and 
amortization rose by 1.2% with respect to 2010.

As a result, operating income (OI) stood at 10,064 million euros for 
2011, a 9.0% drop year-on-year in underlying terms. In organic terms, 
2011 operating income fell 9.6% year-on-year (-38.9% in reported 
terms). 

 stood at -635 million euros for 2011 versus 
+76 million euros in 2010. The year-on-year change was mainly the 
result of the non-cash impact of Telco S.p.A.’s revision of its value of 
its investment in Telecom Italia, as well as of the operating synergies 
achieved, with both effects totaling 662 million euros (481 million euros 
after the related tax effect). 

 in 2011 stood at 2,941 million euros (+11.0% 
year-on-year), due to increased average debt with respect to 2010 
(+13% to 56,351 million euros). This implied an average cost of debt of 

(4.91%), and it is lower than in 2010 (5.0%). 

commitments and dividend payments by 1,600 million euros in 2011. 
However, after payments devoted to share buyback programmes and 
divestments (excluding the second payment for Vivo’s acquisition, 

The average number of 
employees at the end of 2011 
was 286,145, or 17,098 more 
than in December 2010
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Telefónica 
Financial Data

Notes:

-

   

Telefónica. Consolidated Income Statement
January - December

2011 2010 % Chg 

Revenues 62,837 60,737 3.5

Operating income before D&A (OIBDA) 20,210 25,777 (21.6)

OIBDA margin 32.2% 42.4% (10.3 p.p.)

Operating income (OI) 10,064 16,474 (38.9)

Income before taxes 6,488 13,901 (53.3)

Income from continuing operations 6,187 10,072 (38.6)
c.s.

Net income 5,403 10,167 (46.9)

Weighted average number of ordinary shares outstanding during the period (millions) 4,511 4,522 (0.2)

Basic earnings per share (euros) 1.20 2.25 (46.7)
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Telefónica. Results by Regional Business Units
Revenues OIBDA OIBDA MARGIN

January - December January - December January - December

2011 2010 % Chg 2011 2010 % Chg 2011 2010  Chg 

Telefónica (1) (2) (3) 62,837 60,737 3.5 20,210 25,777 (21.6) 32.2% 42.4% (10.3 p.p.)

Operating Income CAPEX OpCF (OIBDA-CAPEX)
January - December January - December January - December

2011 2010 % Chg 2011 2010 % Chg 2011 2010 % Chg 

Telefónica (1) (2) (3) (5) 10,064 16,474 (38.9) 10,224 10,844 (5.7) 9,986 14,933 (33.1)
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Note: 

Telefónica. Consolidated Statement Of Financial Position
 December 2011 December 2010 % Chg 

Total Assets = Total Equity and Liabilities 129,623 129,775 (0.1)

Financial Data
56,304 55,593 1.3
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Telefónica. Free Cash Flow And Change In Debt
January - December

2011 2010 % Chg 

I 21,313 0.7

A = I-II-III Net cash provided by operating activities 16,679 4.9

C = A+B 8,010 14.8

F

G = C+D+E+F (5,700) (59.0)
H

K = J-G+H+I 55,593 1.3



60 Telefónica, S.A.     

Annual Report 2011

1  In 2011, it includes 2,671 million euros from the workforce provision related to the Redundancy Program approved in Spain.

Notes: 

and after operations with minority shareholders, due to cash recirculation within the Group.

 

Reconciliations of Cash Flow and Oibda Minus Capex
January - December

2011 2010 % Chg 

OIBDA 20,210 25,777 (21.6)

- Payments related to cancellation of commitments

= Net Free Cash Flow after CapEx 9,192 8,010 14.8

= Free Cash Flow after dividends (2,334) (5,700) (59.0)

January - December
2011 2010 % Chg 

Net Free Cash Flow after CapEx 9,192 8,010 14.8
+ Payments related to cancellation of commitments

- Operations with minority shareholders

= Free Cash Flow 9,270 8,466 9.5

= Free Cash Flow per share (euros) 2.06 1.87 9.8
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Note: 

Net Financial Debt Plus Commitments
December 2011

A Net Financial Debt 56,304

B Net commitments related to workforce reduction 1,810
A+B Total Debt + Commitments 58,114

Net Financial Debt / OIBDA (7) 2.5x
Total Net Debt + Commitments/ OIBDA (8) 2.6x
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Debt Structure by Currency
December 2011

EUR LATAM GBP CZK USD

Credit Ratings
Long-Term Short-Term Perspective Date of last rating change

Telefónica. Exchanges Rates Applied
P&L and CapEx (1) Statement of Financial Position (2)

Jan - Dec 2011 Jan - Dec 2010 December 2011 December 2010 
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Commercial activity and revenue 
performance by business unit 

Wireless business

mobile accesses

Churn

Traffic

Revenues

Wireline business
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Broadband

pay TV

Revenue
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CapEx 
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Commercial activity and revenue  
performance by business unit 
Wireless business

The estimated penetration of the Peruvian mobile market in 2011 
was 76% (+10 percentage points year-on-year). 

At the end of 2011 Telefónica managed 14.0 million mobile accesses 
in Peru (+12% year-on-year), accelerating gradually its growth 
throughout the year thanks to the solid performance of the contract 
segment, which increased by 21% year-on-year to account for 21% 
of total accesses (+2 percentage points year-on-year). Net additions 

1.5 million accesses during 2011 as a whole, and 491 thousand 
during the fourth quarter (+35% year-on-year). 

The churn rate stood at 3.3% for the year (+0.3 percentage point 
year-on-year), and 3.4% for the quarter (+0.5 percentage point 
year-on-year), affected by the disconnection of low-value prepay 
customers. 

 increased by 25% over the year (+23% for the quarter), 

ARPU slightly increased in 2011 (+0.4% year-on-year) on the back 
of growth in outgoing ARPU (+2.8% year-on-year). 

Revenue totalled 1,088 million euros for the year (+11.3% year-

of mobile service revenues (+10.6% year-on-year in 2011; +7.6% 
over the quarter). Excluding the impact of mobile interconnection 
rates, mobile service revenues rose by 13.2% year-on-year for 2011 
overall, and by 10.0% over the quarter. 

It is important to note the positive evolution of data revenue, which 
rose by 32.2% year-on-year (+15.6% in the quarter), thanks to a 
46.6% increase in non-SMS data revenues (+22.7% in the quarter), 
which now accounts for 64% of data revenues (+6 percentage points 
year-on-year). 

Wireline business2 

the end of 2011, with solid year-on-year growth of 7%. 

Traditional telephony accesses totalled 2.8 million, virtually stable 
in comparison to year-end 2010 (-1% year-on-year), decelerating 
with line losses showing a deceleration versus previous year (-23 
thousand lines in 2011 against -100 thousand in 2010).

Broadband accesses totalled 1.1 million, accelerating their year-
on-year growth for the sixth quarter in a row (+28% year-on-year), 
and consolidated as the main growth driver of wireline business. Net 
additions set a new record in the full year (240 thousand accesses; 
50 thousand during the quarter), almost tripling the level of 2010 

and churn control success.

Pay TV accesses posted a positive trend over the quarter and 
year-on-year growth accelerated, with net additions of 26 thousand 
accesses over the quarter and 108 thousand for the year (+4 
thousand accesses in 2010), totalling 799 thousand accesses (+16% 
year-on-year).

At the end of 2011, 63% of traditional phone accesses were bundled 

accesses were marketed under a Dúo or Trío package (+7 percentage 
points year-on-year), consolidating bundling of services as one of 

Revenue amounted to 1,069 million euros in 2011, in line with 
2010 (-0.2% year-on-year), thanks to an increase of 2.5% during 
the fourth quarter driven by accelerated growth of Internet and TV 
revenues on the back of excellent commercial activity throughout 
the year. Lower revenues from traditional telephony were practically 
offset by higher Internet, TV and content revenue (+10.4% year-on-
year) and revenue from data, IT and capacity rentals (+8.1% year-
on-year). Revenue from Internet, TV, data and IT already account for 
55% of total revenue (+5 percentage points year-on-year).

Excluding regulatory measures, revenue increased by 1.0% year-on-
year for the full year, and by 3.9% on the quarter.

COLOMBIA (year-on-year changes in local currency)

commercial activity in 2011, with an increase in its customer base to 
a total of 13.8 million accesses (+11% year-on-year), mainly thanks 

broadband and pay TV accesses.

Revenue in 2011 totalled 1,561 million euros, a year-on-year 
increase of 4.5% (+3.4% in the quarter), thanks to the positive trend 

Operating expenses declined by 4.1% year-on-year in reported 

to workforce reduction programmes, bad debt provisions and            
third-party claims (85 million euros). In organic terms expenses 
increased by 3.4% year-on-year, mainly due to an increase in supply 

services, partially offset by lower bad debt provisions and lower 
2 
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CapEx

VENEZUELA (year-on-year changes in organic terms)

accesses

churn

ARPU

Revenue

OIBDA

CapEx

CENTRAL AMERICA (year-on-year 
changes in organic terms)3

accesses

 3 
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Notes:

Telefónica. Consolidated Income Statement
January-December

2011 2010 % Chg

Revenues 29,237 25,756 13.5

Operating income before D&A (OIBDA) 10,941 13,713 (20.2)

OIBDA Margin 37.4% 53.2% (15.8 p,p,)

Operating income (OI) 6,157 9,759 (36.9)

 

Telefónica Latin America. Accesses
2010 2011

December March June September December % Chg

Total Accesses 183,742.8 186,038.6 190,372.4 194,886.7 201,453.0 9.6
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Telefónica Latin America. Accesses by Country (I)
2010 2011

December March June September December % Chg

BRAZIL

Total Accesses 75,953.5 77,625.2 79,799.6 82,782.8 87,200.1 14.8

CHILE

Total Accesses 11,915.8 12,219.8 12,447.1 12,258.0 12,679.6 6.4

ARGENTINA

Total Accesses 22,288.8 22,155.0 22,550.5 22,643.6 23,022.3 3.3



76 Telefónica, S.A.     

Annual Report 2011

Telefónica Latin America. Accesses by Country (II)
2010 2011

December March June September December % Chg

PERU

Total Accesses 16,954.8 17,057.7 17,505.1 18,206.0 18,766.6 10.7

MEXICO

Total Accesses 20,227.1 20,661.1 21,234.3 21,242.2 20,487.7 1.3

VENEZUELA

Total Accesses 10,550.2 10,069.2 10,368.6 10,237.8 10,436.4 (1.1)

COLOMBIA

Total Accesses 12,353.6 12,341.8 12,316.1 13,084.3 13,750.2 11.3
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Telefónica Latin America. Accesses by Country (III)
2010 2011

December March June September December % Chg

CENTRAL AMERICA (1)

Total Accesses 6,872.4 7,099.7 7,299.9 7,533.5 8,095.6 17.8

ECUADOR

Total Accesses 4,314.6 4,468.9 4,514.0 4,501.5 4,513.9 4.6

URUGUAY

Total Accesses 1,708.5 1,743.1 1,755.6 1,783.0 1,819.0 6.5
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Telefónica Latin America. Selected Mobile Business Operating Data by Country
2010 2011

Q4  Q1  Q2  Q3  Q4  % Chg Local 

BRAZIL (1)

ARGENTINA

CHILE

PERU

COLOMBIA

MEXICO

VENEZUELA

CENTRAL AMERICA (4)

ECUADOR

URUGUAY

Notes:
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Telefónica Latin America. Cumulative Selected Mobile Business Operating Data by Country
2010 2011

Jan-Dec Jan-Mar Jan-Jun Jan-Sept Jan-Dec % Chg Local

BRAZIL (1)

ARGENTINA

CHILE

PERU

COLOMBIA

MEXICO

VENEZUELA

CENTRAL AMERICA (4)

ECUADOR

URUGUAY
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Telefónica Latin America. Selected Financial Data by Country (I)
January-December

2011  2010  % Chg  % Chg Local Cur  
BRAZIL (1)

14,326 11,119 28.8 28.7
        Wireless Business (2) 8,437 4,959 n.c. n.c.

8,014 4,649 n.c. n.c.
        Wireline Business (2) 5,890 6,843 n.c. n.c.
OIBDA 5,302 4,074 30.2 30.0

37.0% 36.6% 0.4 p.p.
2,468 1,797 37.4 37.2
2,834 2,277 24.5 24.3

ARGENTINA
3,174 3,073 3.3 14.5

        Wireless Business 2,039 1,979 3.0 14.2
1,880 1,845 1.9 12.9

        Wireline Business 1,237 1,187 4.3 15.6
OIBDA 1,085 1,082 0.2 11.1

33.4% 34.3%
449 398 12.6 24.9
636 684 3.1

CHILE
2,310 2,197 5.2 4.8

        Wireless Business 1,399 1,266 10.5 10.1
1,283 1,175 9.2 8.9

        Wireline Business 1,037 1,038
OIBDA 1,035 1,092

44.8% 49.7%
529 516 2.4 2.1
507 576

PERU
2,030 1,960 3.6 6.1

        Wireless Business 1,088 1,001 8.7 11.3
923 854 8.1 10.6

        Wireline Business 1,069 1,097
OIBDA 751 812

37.0% 41.4%
302 295 2.3 4.8
449 517

COLOMBIA (4)

1,561 1,529 2.1 4.5
        Wireless Business 916 872 5.0 7.5

851 814 4.5 6.9
        Wireline Business 682 700
OIBDA 540 484 11.5 14.2

34.6% 31.7% 2.9 p.p.
405 334 21.2 24.1
135 150

Note: 
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Telefónica Latin America. Selected Financial Data by Country (II)
January-December

2011  2010  % Chg  % Chg Local Cur  
MEXICO (T. Móviles Mexico) (1)

VENEZUELA (T. Móviles Venezuela) (2)

CENTRAL AMERICA (3)

ECUADOR (T. Móviles Ecuador)

URUGUAY (T. Móviles Uruguay)

Note:
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Taxes

Bad debt provisions

OIBDA

CapEx 

Commercial activity and revenue 
performance by business unit

Wireline business

wireline accesses

retail wireline telephony accesses 

Fixed broadband Internet accesses

Pay TV accesses

Revenue

Traditional access revenues 

Voice service revenues 
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Telefónica España. Accesses
2010 2011

December  March  June  September  December  % Chg

Total Accesses 47,591.2 47,583.2 47,372.0 46,983.1 47,055.7 (1.1)
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Notes:

Telefónica España. Consolidated income statement
January - December

2011 2010 % Chg 

Revenues 17,284 18,711 (7.6)

Operating income before D&A (OIBDA) 5,072 8,520 (40.5)

OIBDA margin 29.3% 45.5% (16.2 p.p.)

Operating income (OI) 2,984 6,511 (54.2)

Notes:

Telefónica España. Wireline business. Selected revenues data
January - December

2011 2010 % Chg 

Revenues 10,631 11,397 (6.7)
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Note:

Telefónica España. Wireless Business. Selected revenues data
January - December

2011 2010 % Chg 

Revenues 7,747 8,550 (9.4)

Telefónica España. Wireless Business. Selected operating data
2010 2011

Q4  Q1  Q2  Q3  Q4  % Chg   

10,412 9,936 10,229 10,068 9,677 (7.1)
ARPU (EUR) 24.5 23.2 23.2 23.4 21.5 (11.9)

Data ARPU (EUR) 5.7 5.7 5.8 6.2 6.3 11.0

Telefónica España. Wireless Business. Cumulative selected operating data
2010 2011

Jan-Dec  Jan-Mar  Jan-Jun  Jan-Sept  Jan-Dec  % Chg  

41,700 9,936 20,165 30,233 39,909 (4.3)
ARPU (EUR) 25.4 23.2 23.2 23.3 22.9 (10.2)

Data ARPU (EUR) 5.5 5.7 5.8 5.9 6.0 9.9

Notes:
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Telefónica UK (Year-on-year changes in local currency) 
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OIBDA
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Revenue

mobile revenue 

OIBDA

CapEx

 Operating 

Telefónica Czech Republic (Year-on-
year changes in constant currency)

total number of accesses 

 mobile customer base

Fixed telephony accesses
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Pay TV
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Telefónica Europe. Accesses
2010 2011

December  March  June  September  December  % Chg  

Total Accesses 56,298.3 56,869.2 57,278.8 57,846.7 58,099.1 3.2

Notes:

Telefónica Europe. Consolidated Income Statement
January - December

2011 2010 % Chg  

Revenues 15,524 15,724 (1.3)

Operating income before D&A (OIBDA) 4,233 4,080 3.8

OIBDA Margin 27.3% 25.9% 1.3 p.p.

Operating income (OI) 1,116 879 27.0
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Telefónica Europe, Accesses by Country
2010 2011

December  March  June  September  December  % Chg  
TELEFÓNICA UK

Total Accesses 22,969.8 23,071.7 22,931.3 23,043.8 23,030.7 0.3
TELEFÓNICA GERMANY

Total Accesses 23,074.0 23,510.8 23,967.7 24,332.0 24,483.2 6.1
TELEFÓNICA IRELAND

Total Accesses 1,707.1 1,695.4 1,687.2 1,680.4 1,647.2 (3.5)
TELEFÓNICA CZECH REPUBLIC

Total Accesses 7,667.0 7,643.6 7,689.9 7,711.5 7,773.9 1.4
TELEFÓNICA SLOVAKIA

Total Accesses 880.4 947.7 1,002.6 1,079.0 1,164.1 32.2
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Notes:

Telefónica Europe. Selected Operating Mobile Business Data by Country
2010 2011

Q4  Q1  Q2  Q3  Q4  % Chg Local 

TELEFÓNICA UK
15,076 13,500 13,139 12,920 12,690 (15.8)

ARPU (EUR) 25.2 24.2 22.6 23.1 22.9 (9.5)

Data ARPU (EUR) 10.4 10.5 10.3 10.6 10.7 2.2

TELEFÓNICA GERMANY
6,729 6,859 7,018 6,907 7,208 7.1

ARPU (EUR) 14.5 13.1 13.6 14.0 13.8 (5.2)

Data ARPU (EUR) 5.2 5.2 5.6 5.8 5.9 12.1

TELEFÓNICA IRELAND
1,213 1,117 1,140 1,088 1,048 (13.5)

ARPU (EUR) 36.6 34.4 34.0 32.5 31.3 (14.4)

Data ARPU (EUR) 12.5 14.3 13.0 13.0 13.0 3.8

TELEFÓNICA CZECH REPUBLIC (1)

2,233 2,159 2,274 2,213 2,310 3.5
ARPU (EUR) 18.8 17.4 17.6 17.4 16.5 (10.1)

Data ARPU (EUR) 5.0 4.7 4.7 4.9 4.7 (3.3)
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Notes:

Telefónica Europe, Cumulative Selected Operating Mobile Business Data by Country
2010 2011

Jan-Dec Jan-Mar Jan-Jun Jan-Sept Jan-Dec % Chg Local 

TELEFÓNICA UK
58,143 13,500 26,639 39,560 52,250 (10.1)

ARPU (EUR) 25.1 24.2 23.4 23.3 23.2 (6.6)

Data ARPU (EUR) 10.1 10.5 10.4 10.5 10.5 5.1

TELEFÓNICA GERMANY
25,543 6,859 13,877 20,785 27,993 9.6

ARPU (EUR) 14.8 13.1 13.4 13.6 13.6 (7.8)

Data ARPU (EUR) 5.0 5.2 5.4 5.5 5.6 13.2

TELEFÓNICA IRELAND
4,732 1,117 2,257 3,345 4,394 (7.1)

ARPU (EUR) 37.0 34.4 34.2 33.6 33.1 (10.7)

Data ARPU (EUR) 12.3 14.3 13.7 13.5 13.4 8.9

TELEFÓNICA CZECH REPUBLIC (1)

8,790 2,159 4,433 6,645 8,956 1.9
ARPU (EUR) 18.5 17.4 17.5 17.5 17.2 (9.6)

Data ARPU (EUR) 4.8 4.7 4.7 4.8 4.8 (2.4)
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Telefónica Europe. Selected Financial Data by Country 
January - December

2011  2010  % Chg  % Chg Local Cur l
TELEFÓNICA UK

6,926 7,201

OIBDA 

717

TELEFÓNICA GERMANY

OIBDA 1,219

2,057
662

TELEFÓNICA IRELAND

677 779
OIBDA 206 275

61 60

TELEFÓNICA CZECH REPUBLIC (4)

2,197
995

OIBDA

229
702 729

Notes:
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1

NOTE: 

 

 

revenues

Operating income (OI) 

Operating margin (OI) 

CapEx 
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Note: 

Atento. Consolidated earnings
January-December

2011 2010 % Var 

Revenue 1,802 1,663 8.4

Operating income before depreciation and amortization (OIBDA) 161 190 (15.0)

OIBDA margin 9.0% 11.4% (2.5 p.p.)

Operating income (OI) 101 145 (30.2)
OI margin 5.6% 8.7% (3.1 p.p.)
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Telefónica España
% Part

Telefónica Europe
% Part

Other participations
% Part

Telefónica Latin America
% Part
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During 2011, the Group continued to use derivatives to limit interest 
and exchange rate risk on otherwise unhedged positions, and to 
adapt its debt structure to market conditions.

At December 31, 2011, the total outstanding balance of derivatives 
transactions was 141,155 million euros (102,008 million euros at 
December 31, 2010), of which 119,772 million euros related to 
interest rate risk and 21,383 to foreign currency risk. In 2010 81,470 
million euros related to interest rate risk and 20,538 million euros to 
foreign currency risk.

It should be noted that at December 31, 2011, Telefónica, S.A.was 

interest-rate risk for other Telefónica Group companies; however, 
it was a party to transactions worth 696 million euros to hedge 
exchange rate risk in behalf of other Group companies. In 2010, 
trades of this nature amounted to 38 million euros for interest rate 
risk and 987 million euros for exchange rate risk. These external 
trades are matched by intra-group hedges with identical terms 
and maturities between Telefónica, S.A. and Group companies, 
and therefore involve no risk for the Company. External derivatives 
not backed by identical intragroup transactions consist of hedges 
on net investment and future acquisitions that, by their nature, 
cannot be transferred to Group companies and/or transactions to 

Telefónica Group, which are transferred to Group subsidiaries in the 

The breakdown of Telefónica, S.A.’s interest-rate and exchange-rate 
derivatives at December 31, 2011, their notional amounts at year 
end and the expected maturity schedule is as follows:
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2011

92,082     
2,078 2,078 EUR 2,078 EUR

21,812 21,812 EUR 21,812 EUR
63,977 63,977 EUR 63,977 EUR

4,215 4,215 EUR 4,215 EUR
19,971     

     
GBP/GBP 2,412 2,015 GBP 2,015 GBP
JPY/JPY 220 22,000 JPY 22,000 JPY
USD/USD 14,385 18,612 USD 18,612 USD

     
GBP/GBP 909 760 GBP 760 GBP
USD/USD 2,045 2,446 USD 2,446 USD

12,422     
     

EUR/BRL 331 318 EUR 804 BRL
EUR/CLP 131 112 EUR 87,800 CLP
EUR/CZK 606 631 EUR 15,641 CZK

     
MAD/EUR 88 1,000 MAD 88 EUR
JPY/EUR 95 15,000 JPY 95 EUR

     
EUR/MAD 90 90 EUR 1,000 MAD

     
EUR/CZK 319 322 EUR 8,228 CZK
EUR/GBP 484 588 EUR 405 GBP
JPY/EUR 244 37,000 JPY 244 EUR
USD/EUR 10,034 13,482 USD 10,034 EUR

6,820     
ARS/USD - 2 ARS 1 USD
CLP/EUR 147 101,490 CLP 147 EUR
CZK/EUR 5 125 CZK 5 EUR
EUR/BRL 18 17 EUR 44 BRL
EUR/CZK 556 567 EUR 14,335 CZK
EUR/GBP 941 933 EUR 786 GBP
EUR/MXN 2 2 EUR 35 MXN
EUR/USD 1,690 1,625 EUR 2,186 USD
GBP/EUR 2,447 2,094 GBP 2,447 EUR
GBP/USD 17 14 GBP 22 USD
USD/ARS 1 1 USD 6 ARS
USD/BRL 168 224 USD 408 BRL
USD/CLP 11 14 USD 7,183 CLP
USD/COP 1 1 USD 2,756 COP
USD/EUR 763 1,014 USD 763 EUR
USD/GBP 53 69 USD 44 GBP
USD/PEN - - USD 1 PEN

1     
MXN/EUR 1 17 MXN 1 EUR
USD/EUR - - USD - EUR

131,296     
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The breakdown of Telefónica, S.A.’s derivatives in 2010, their fair value at year end and 
the expected maturity schedule is as follows:

(*)  Most of these transactions are related to economic hedges of investments, assets and 
liabilities of subsidiaries, and provisions for restructuring plans.

7,719
850 850 EUR

6,869 6,869 EUR
USD 54 69 USD

EUR 4,900 4,900 EUR

GBP 1,915 2,293 GBP

2,140
USD/EUR 2,140 2,769 USD

9,859
TOTAL 141,155

1 year
Over

 
536 56 280 - 200

37,993 22,567 1,794 3,430 10,202
33,911 21,447 1,400 2,950 8,114

4,082 1,120 394 480 2,088

80,299 16,439 13,181 23,220 27,459
34,446 7,014 7,951 9,145 10,336

45,853 9,425 5,230 14,075 17,123

22,327 8,979 5,343 2,499 5,506
10,767 1,045 4,871 1,999 2,852

850 850 - - -

2,140 283 138 160 1,559

6,820 6,801 19 - -

IRS 1,750 - 315 340 1,095

141,155 48,041 20,598 29,149 43,367
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2010

56,424
55 55 EUR 55 EUR

18,290 18,290 EUR 18,290 EUR
37,987 37,984 EUR 37,984 EUR

92 92 EUR 92 EUR
17,325
14,261

GBP/GBP 1,801 1,550 GBP 1,550 GBP
JPY/JPY 138 15,000 JPY 15,000 JPY
USD/USD 12,322 16,465 USD 16,465 USD

3,064 - -
GBP/GBP 1,098 945 GBP 945 GBP
USD/USD 1,966 2,628 USD 2,628 USD

11,122
621

EUR/BRL 129 107 EUR 288 BRL
EUR/CLP 140 112 EUR 87,800 CLP
EUR/CZK 352 352 EUR 8,818 CZK

183
JPY/EUR 95 15,000 JPY 95 EUR
MAD/EUR 88 1,000 MAD 88 EUR

143
EUR/MAD 89 90 EUR 1,000 MAD
USD/ARS 54 90 USD 285 ARS

10,175
EUR/CZK 328 322 EUR 8,228 CZK
EUR/GBP 1,098 1,373 EUR 945 GBP
JPY/EUR 178 30,000 JPY 178 EUR
USD/EUR 8,571 11,395 USD 8,570 EUR

7,375
EUR/BRL 12 11 EUR 27 BRL
EUR/CZK 697 705 EUR 17,457 CZK
EUR/GBP 961 984 EUR 828 GBP
EUR/MXN 2 2 EUR 36 MXN
EUR/USD 1,576 1,571 EUR 2,106 USD
GBP/EUR 2,247 1,927 GBP 2,246 EUR
GBP/USD 26 23 GBP 35 USD
USD/BRL 144 185 USD 320 BRL
USD/CLP - 1 USD 274 CLP
USD/COP - - USD 246 COP
USD/EUR 818 1,094 USD 818 EUR
USD/GBP 70 94 USD 60 GBP
USD/MXN 548 727 USD 9,039 MXN
MXN/USD 274 4,519 MXN 366 USD

1
MXN/EUR 1 23 MXN 1 EUR

92,247



106 Telefónica, S.A.     

Annual Report 2011

 The breakdown by average maturity is as follows:

The debentures and bonds hedged relate to both those issued by 
Telefónica, S.A. and intragroup loans on the same terms as the 
issues of Telefónica Europe, B.V. and Telefónica Emisiones, S.A.U.

The fair value of Telefónica, S.A.’s derivatives portfolio with external 
counterparties at December 31, 2011 was equivalent to a net asset 
of 2,229 million euros (net asset of 1,626 million euros in 2010).

 

7,721
USD 62 83 USD

EUR 5,800 5,800 EUR

GBP 1,859 1,600 GBP

2,040
USD/EUR 2,040 2,725 USD

9,761
TOTAL 102,008

1 year
Over

587 51 56 280 200
26,170 11,469 6,350 2,586 5,765
23,485 11,394 5,177 2,400 4,514

2,685 75 1,173 186 1,251

55,231 10,662 5,423 11,195 27,951
22,080 4,666 2,092 6,791 8,531

33,151 5,996 3,331 4,404 19,420

20,020 8,795 3,212 3,685 4,328
10,615 1,297 3,024 3,524 2,770

1 1 - - -

2,040 183 138 161 1,558

7,364 7,314 50 - -

102,008 30,977 15,041 17,746 38,244
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the above commitments.

The main market risks affecting Telefónica are as follows:

Foreign currency risk primarily arises in connection with: (i) Telefónica’s 
international presence, through its investments and businesses in 
countries that use currencies other than the euro (primarily in Latin 
America, but also in the United Kingdom and the Czech Republic), and 
(ii) debt denominated in currencies other than that of the country where 
the business is conducted or the home country of the company incurring 
such debt. 

Interest rate risk arises primarily in connection with changes in interest 

debt likely to be renewed), due to changes in interest rates and (ii) the 

Share price risk arises primarily from changes in the value of the 
equity investments (that may be bought, sold or otherwise involved 
in transactions), from changes in the value of derivatives associated 
with such investments, from changes in the value of treasury shares 
and from equity derivatives.

Telefónica, S.A. is also exposed to liquidity risk if a mismatch arises 

investment, debt redemptions and dividend commitments) and its 

could also be affected by movements in the credit spreads (over 
benchmark rates) demanded by lenders. 

Finally, Telefónica is exposed to country risk (which overlaps with 
market and liquidity risks). This refers to the possible decline in the 

parent company as a result of political, economic or social instability 
in the countries where Telefónica, S.A. operates, especially in Latin 
America.

Telefónica, S.A. actively manages these risks through the use of 
derivatives (primarily on exchange rates, interest rates and share 
prices) and by incurring debt in local currencies, where appropriate, 

and investments. In this way, Telefónica attempts to protect 

investment opportunities.

Telefónica manages its exchange rate risk and interest rate risk 

Telefónica believes that these parameters are more appropriate to 

take into account the impact of the Group’s cash balance and 
cash equivalents including derivatives positions with a positive 

calculated by Telefónica should be considered an alternative to gross 

debt) as a measure of liquidity. 

The fundamental objective of the exchange rate risk management 
policy is that, in event of depreciation in foreign currencies 
relative to the euro, any potential losses in the value of the cash 

depreciation in exchange rates of a foreign currency relative to the 
euro, are offset (to some extent) by savings from the reduction in 
the euro value of debt denominated in such currencies. The degree 
of exchange rate hedging employed varies depending on the type of 
investment. 

At December 31, 2011, net debt in Latin American currencies was 
equivalent to approximately 7,953 million euros. However, the 
Latin American currencies in which this debt is denominated is 

currency. The future effectiveness of the strategy described above 
as a hedge of exchange rate risks therefore depends on which 
currencies depreciate relative to euro.

The Telefónica Group aims to protect itself against declines in Latin 
American currencies relative to the euro affecting asset values 
through the use of dollar-denominated debt, incurred either in Spain 
(where such debt is associated with an investment as long as it is 
considered to be an effective hedge) or in the country itself, where 

or non-existent. 

Telefónica’s target is to preserve the same ratio of sterling-
denominated net debt to OIBDA as the ratio of net debt to OIBDA 
for Telefónica as a whole so as to limit sensitivity to the sterling to 
euro and sterling to Czech crown exchange rates. This objective is 
similar to that described for the investment in the UK: the amount 
of Czech crown-denominated debt is proportional to the OIBDA of 
the “Telefónica Europa” business unit in the Czech Republic. Czech 
crown-denominated net debt at December 31, 2011 was 1.7 times 
OIBDA in Czech crown (1.6 times in 2010) on a consolidated basis 
and 2.55 times (2.3 times in 2010) on a proportional basis. Both 
were below the Telefónica Group’s net debt to OIBDA ratio in 2011.
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The Telefónica Group also manages exchange rate risk by 
seeking to minimize the negative impact of any remaining 
exchange rate exposure on the income statement, regardless of 
whether there are open positions. Such open position exposure 
can arise for any of three reasons: (i) a thin market for local 
derivatives or difficulty in sourcing local currency finance which 
makes it impossible to arrange a low-cost hedge (as in Argentina 
and Venezuela), (ii) financing through intra-group loans, where 
the accounting treatment of exchange rate risk is different from 
that for financing through capital contributions, and (iii) as the 
result of a deliberate policy decision, to avoid the high cost of 
hedges that are not warranted by expectations or high risk of 
depreciation. 

As Telefónica’s direct exposure is counterbalanced by the positions 
held in subsidiaries, the Company analyses its foreign currency risk 
exposure at the Group level. To illustrate the sensitivity of exchange 
gains or losses to variability in exchange rates, assuming the 
exchange rate position affecting the income statement at the end 
of 2011 were constant during 2012 and Latin American currencies 
depreciated against the dollar and the rest of the currencies against 
the euro by 10%, Telefónica estimates that consolidated exchange 
losses recorded for 2012 would be 111 million euros. For Telefónica, 

million euros. Nonetheless, Telefónica manages its exposure on a 
dynamic basis to mitigate their impact.

in interest rates. In 2011, the rates applied to the largest amount of 
short-term debt were mainly based on the Euribor, the Czech crown 
Pribor, the Brazilian SELIC, the dollar Libor and the Colombian UVR. 
Telefónica manages its interest rate risk by entering into derivative 

Telefónica analyzes its exposure to changes in interest rates at the 

costs and the balance sheet to variability in interest rates at Group 
and Telefónica, S.A. level. 

To calculate the sensitivity of the income statement, a 100 basis 
point rise in interest rates in all currencies in which there are 

well as a 100 basis point decrease in all currencies except the US 
dollar and pound sterling, in order to avoid negative rates. The 
constant position equivalent to that prevailing at the end of 2011 
has also been assumed. 

To calculate the sensitivity of equity to variability in interest rates, a 
100 basis point increase in interest rates in all currencies and terms 

assumed, as well as a 100 basis point decrease in all currencies and 

in the main, the only positions where changes in market value due to 

The Telefónica Group is exposed to changes in the value of equity 
investments that may be bought, sold or otherwise involved in 
transactions, from changes in the value of derivatives associated 
with such investments, from treasury shares and from equity 
derivatives.

According to the Telefónica, S.A. share option plan, Performance 
Share Plan (PSP) and the Performance & Investment Plan (PIP) 
(see Note 19), the shares to be delivered to employees under 
such plan may be either the parent company treasury shares, 
acquired by them or any of its Group companies; or newly issued 
shares. The possibility of delivering shares to beneficiaries of the 
plan in the future, in accordance with relative total shareholders’ 
return, implies a risk since there could be an obligation to hand 
over a maximum number of shares at the end of each phase, 
whose acquisition (in the event of acquisition in the market) 
in the future could imply a higher cash outflow than required 
on the start date of each phase if the share price is above the 
corresponding price on the phase start date. In the event that 
new shares are issued for delivery to the beneficiaries of the plan, 
there would be a dilutive effect for ordinary shareholders as a 
result of the higher number of shares delivered under such plan 
outstanding. 

To reduce the risk associated with variations in share price under 

plan as explained in Note 19.

(141) (32) 779 779

147 39 (849) (849)
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During 2010, an incentive plan for Group employees to 
purchase Telefónica shares, approved at the Ordinary General 
Shareholders’ Meeting of 2009, was initiated. The cost of 
this plan will not exceed 50 million euros, as agreed in the 
aforementioned Ordinary General Shareholders’ Meeting (see 
Note 19 for further details).

In addition, the Group may use part of the treasury shares of 
Telefónica, S.A. held at December 31, 2011 to cover shares 
deliverable under the PSP or the PIP. The net asset value of the 
treasury shares could increase or decrease depending on variations 
in Telefónica, S.A.’s share price.

The Telefónica Group seeks to match the schedule for its debt 

has been translated into two key principles:

 1.  The Telefónica Group’s average maturity of net 

be restored above that threshold in a reasonable 
period of time if it eventually falls below it. This 
principle is considered as a guideline when managing 
debt and access to credit markets, but not a rigid 
requirement. When calculating the average maturity 

credit lines can be considered as offsetting the shorter 
debt maturities, and extension options on some 

calculation purposes.

 2.  The Telefónica Group must be able to pay all 
commitments over the next 12 months without 
accessing new borrowing or tapping the capital markets 

banks), assuming budget projections are met.

The Telefónica Group managed or mitigated country risk by 
pursuing two lines of action (in addition to its normal business 
practices):

 1. 

.

 2. 

.

As a general rule, the Telefónica Group trades in derivatives with 
creditworthy counterparties. Therefore, Telefónica, S.A. generally 
trades with credit entities whose “senior debt” ratings are of at least 
“A”. In Spain, where most of the Group’s derivatives portfolio is held, 

or creditor positions offset in case of bankruptcy, limiting the risk to 
the net position. In addition, since Lehman went bankrupt, the credit 
ratings of rating agencies has proved to be less effective as a credit 
risk management tool. Therefore, the 5-year CDS (Credit Default 
Swap) of credit institutions has been added. This way, the CDS of all 
the counterparties with which Telefónica S.A. operates is monitored 
at all times in order to assess the maximum allowable CDS for 
operating at any given time. Transactions are generally only carried 
out with counterparties whose CDS is below the threshold.

For other subsidiaries, particularly those in Latin America, given 
the stable sovereign rating provides a ceiling and is below A, trades 

considered to be of high creditworthiness. 

Meanwhile, with credit risk arising from cash and cash equivalents, 
the Telefónica Group places its cash surpluses in high quality and 
highly liquid money-market assets. These placements are regulated 
by a general framework, revised annually. Counterparties are chosen 

on the conditions of the market and countries where the Group 
operates. The general framework sets: (i) the maximum amounts 
to be invested by counterparty based on its rating (long-term debt 
rating); (ii) the maximum tenor of the investment, set at 180 days; 
and (iii) the instruments in which the surpluses may be invested 
(money-market instruments).

The Telefónica Group considers managing commercial credit 
risk as crucial to meeting its sustainable business and customer 
base growth targets in a manner that is consistent with its risk-
management policy. 

This is based on continuous monitoring of the risk assumed and 
the resources necessary to optimize the risk-reward ratio in its 
operations. Particular attention is given to those clients that could 

statements for which, depending on the segment and type of 
relation, hedging instruments or collateral may be required to 
mitigate exposure to credit risk.

All Group companies adopt policies, procedures, authorization 
guidelines, and homogeneous management practices, in 
consideration of the particularities of each market and best 
international practices, and incorporating this commercial credit risk 
management model into the Group’s decision making processes, 
both from a strategic and day to day operating perspective, which 
risk assessment guides the commercial offering available for the 
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Telefónica’s maximum exposure to credit risk is initially 
represented by the carrying amounts of the assets (see Notes 8 
and 9) and the guarantees given by Telefónica.

Telefónica, S.A. provides operating guarantees granted by external 
counterparties, which are offered during its normal commercial 
activity. At December 31, 2011, these guarantees amounted to 
approximately 239 million euros.

Telefónica’s capital management, takes into consideration several 
factors when determining Telefónica’s capital structure, with the 
aim of ensuring sustainability of the business and maximizing the 
value to shareholders. 

Telefónica monitors its cost of capital with a goal of optimizing 
its capital structure. In order to do this, Telefónica monitors the 

calculating weighted average cost of capital, or WACC. Telefónica 

medium term (excluding items of a non-recurring or exceptional 
nature), enabling to obtain and maintain the desired credit rating 
over the medium term, and with which the Telefónica Group can 

that could arise at all times.

Telefónica’s derivatives policy emphasizes the following points:

  Matching of the underlying to one side of the derivative.

  Matching the company contracting the derivative and the 
company that owns the underlying.

  Ability to measure the derivative’s fair value using the valuation 
systems available to the Telefónica Group.

  Sale of options only when there is an underlying exposure.

  Hedge accounting.

:

  Fair value hedges.

range through options.

  Hedges of net investment in a foreign operation.

Hedges can comprise a combination of different derivatives. There 
is no reason to suppose management of accounting hedges will be 
static, with an unchanging hedging relationship lasting right through 
to maturity. Hedging relationships may change to allow appropriate 
management that serves our stated principles of stabilizing cash 

share capital. The designation of hedges may therefore be cancelled, 
before maturity, because of a change in the underlying, a change 
in perceived risk on the underlying or a change in market view. 
Derivatives included in these hedges may be reassigned to new 
hedges where they meet the effectiveness test and the new hedge 

as accounting hedges, we analyze the extent to which the changes 

the hedged risk using a linear regression model.

Risk management guidelines are issued by the Corporate Finance 
Department. This department may allow exceptions to this policy 

for the volume of transactions required or on clearly limited and 
small risks. 

In 2011, the Company recognized a loss of 0.3 million euros for the 

The breakdown of the Company’s derivatives with counterparties 
not belonging to the Telefónica Group at December 31, 2011 and 
December 31, 2010 by type of hedge, their fair value at year end and 
the expected maturity schedule is as follows:
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2011

2012 2013 2014
(58) (1,536) 793 (824) 8,232 6,665 
880 (1,040) 1,189 (350) 10,992 10,791

(938) (496) (396) (474) (2,760) (4,126) 

(947) 194 239 - 6,482 6,915 
(947) 194 239 - 6,482 6,915

- - - - - -

(656) (44) 1,154 72 2,099 3,281
(656) (44) 1,154 72 2,099 3,281 

- - - - - -

(141) (546) (160) (230) (1,152) (2,088)

(427) 8,209 (441) (194) (1,576) 5,998 
(234) 7,855 (579) (144) (2,404) 4,728 

(208) 445 138 (50) 828 1,361 

15 (91) - - - (91) 
 

2010

2011 2012 2013
(353) (5,998) 60 (2,084) 7,170 (852)

267 (3,652) 556 (438) 8,487 4,953

(620) (2,346) (496) (1,646) (1,317) (5,805)

(409) 854 112 577 4,323 5,866
(409) 854 112 577 4,323 5,866

- - - - - -

(223) 27 130 926 2,004 3,087
(223) 27 130 926 2,004 3,087

- - - - - -

(288) (1,770) - (160) (980) (2,910)

(367) 4,453 316 (289) (478) 4,002
(238) 4,415 426 (427) (1,316) 3,098

(115) 106 (109) 138 838 973

(14) (68) (1) - - (69)
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