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DISCLAIMER

This presentation contains statements that constitute forward looking statements in its general
meaning and within the meaning of the Private Securities Litigation Reform Act of 1995. These
statements appear in a humber of places in this document and include statements regarding the
intent, belief or current expectations of the customer base, estimates regarding future growth in
the different business lines and the global business, market share, financial results and other
aspects of the activity and situation relating to the Company. The forward-looking statements in
this document can be identified, in some instances, by the use of words such as "expects",

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

Such forward-looking statements are not guarantees of future performance and involve risks and
uncertainties and actual results may differ materially from those in the forward looking statements
as a result of various factors.

Analysts and investors are cautioned not to place undue reliance on those forward looking
statements which speak only as of the date of this presentation. Telefénica undertakes no
obligation to release publicly the results of any revisions to these forward looking statements which
may be made to reflect events and circumstances after the date of this presentation, including,
without limitation, changes in Telefénica’s business or acquisition strategy or to reflect the
occurrence of unanticipated events. Analysts and investors are encouraged to consult the
Company's Annual Report as well as periodic filings filed with the relevant Securities Markets
Regulators, and in particular with the Spanish Market Regulator.




FINANCIAL HIGHLIGHTS

% Change % Change
Jan-Mar 03 Jan-Mar 03/ Jan-Mar 02 FY 02/ FY 01

Operating Revenues  6,458.9 -12.9% -8.5%

Operating Costs 3,822.4 -16.0% -9.0%
EBITDA ........................ 2 ,8191 ....................................... _74% ......................................... : 84% .....................
..................... E BIT*112581 +41% 73%
AdJEBIT** ................... 110732 .................................... +505% CS .........................

Net Income 543.4 +348.9% C.S.

B Highest expected negative impact of forex for the year, draining over 17 p.p. and 18
p.p- to revenues & EBITDA growth in the first quarter

B Sustained pressure on cost contention (+1.1% ex-fx vs +4.9% in 2002), to reach
EBIT growth after four consecutive declining quarters

B Adjusted EBIT growing at a 50% rate driven by 2002 business restructuring and
write-downs

B Steady improvement of Latam wireline businesses, with all operators surpassing their
2002 financial performance in local currency

* EBITDA less depreciation
** EBIT less Goodwill amortization, Associates and Extraordinaries



IMPROVING THE BOTTOM LINE AT ALL LEVELS ACROSS THE P&L

ASSOCIATES

m Sale of ETI & Azul TV
® Closing of IPSE operations

B Management of Via Digital
and Lycos Group

B Improving results for
Pearson and Cantv

-7.4%
2,819.1 -1,560.9

GOODWILL
AMORTIZATION

EXTRAORDINARIES &
FINANCIAL EXPENSES

m 2002 write-downs:
Terra Lycos
Media (especially Pearson)
Data (Mediaways)
TEM (IO BOX)

+a.19% ELRL @ -84.1%
&:1% +50.5%

B Real Estate divestitures

B Reversal of treasury stock
provision

B Provisions related to asset sales
(Azul TV) registered in 2002

B Reversal of exchange rate loss
provision related to $ARS spot
rate appreciation

-—
(@

Q Annual growth rate

1,258.1 - - C.S.
— 29 315 40735 -246.2
— s 827.0
EBITDA Depreciation EBIT Associates Goodwill Extraord. Adj. EBIT Financial EBT

1Q03 NET INCOME OF 543 MILLION €

amortization

Expenses




LATAM FOREX NEGATIVE IMPACT IS REACHING ITS PEAK

FX IMPACT ON REVENUES AND EBITDA GROWTH

1Q02 1HO2 9M02 FY 2002 1Q03

J Revenues

B esrtoA

QUARTERLY GROWTH RATES CONTRIBUTION TO EBITDA GROWTH

EXCLUDING FOREX (EXCLUDING FX)
+19.9% 3.2% 11.0%

2.4% -0.6% \

(o)
+11.0% 6.0% | -
+4.3% ‘

Cell. T.Latam TdE Rest of EBITDA
Revenues  EBITDA EBIT business companies growth



CONTRIBUTION BY BUSINESS LINE

COMPONENTS OF CONTRIBUTION TO
REVENUES EVOLUTION (€ in Mill.) GROWTH*
7,418.6 32.2 148.9
| :
o 7333
' Cell. Bus.: - 1.4 p.p.
‘ 154.5 99,0 6,458.9 . -

55.8 45.0 TdE: 0.6 p.p.
— r— _ | T.Latam: - 9.9 p.p.

Rev. TdE Mobile T. T, erra Media Others & Rev.

1Q02 Latam Data Lycos Eliminations 1Q03
COMPONENTS OF CONTRIBUTION TO

EBITDA EVOLUTION (€ in Mill.) GROWTH*
3,044.7 17.5 75.7 371.1
- | 29.9 26.2 2,819.1 .
’ 563 27-2 - Cell. Bus.:+ 2.5 p.p.
‘ | — TdE: -0.6 p.p.
' T.Latam: -12.2 p.p.
EBITDA TdE Mobile T. T. Terra Media Others & EBITDA
1Q02 Latam Data Lycos Eliminations 1Q03

4 * Net of inter-company eliminations



KEEPING A FOCUS ON EFFICIENCY...

COST CONTROL ACROSS THE GROUP * OPEX EVOLUTION EXCLUDING FX
% Change % Change
FY02/FYO1 1Q03/1Q02
TdE Group +0.9% -2.1% 12.4%
Cell. Business +4.7% -15.4% 4.9%
T. LATAM -29.2% -33.6% 1.1%
T. Data Global -16.3% -24.2% 2001 2002 1Q03 l

TEFGroup | -9.0% | -16.0%

* Operating & Other expenses




... BENEFITING THE GROUP’S MARGINS

GROUP EBITDA MARGIN

K 22 00Jid

43.6%
41.2% 41.3%

2001 2002 1Q03

————

a @ D D

46.2% 48.7% 47.7%

44.7% 44.6% )1003
40.1% \/ Q
14.29 15.1%
° 10.2% 6. gol 1% 9.9%
. 0
0.4% Terra Lycos 3.1% |
TdE Cellular T. Latam T. Data Directories Atento Media

Group Business Global -17.1%

-29.4%
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CONSOLIDATED CAPEX AFFECTED BY SEASONALITY

GROUP CAPEX
951.6
600.9
1Q02 1Q03

CAPEX BREAKDOWN

Total % Change

i €in Million 1Q03/1Q02
TdEGroup |  285.0 -31.1%
Cell. Business |  178.7 -16.8%
T. LATAM 107.6 -55.5%
T. Data Global 22.5 -56.5%

B CAPEX EFFORT TRADITIONALLY BIASED TOWARDS SECOND HALF OF THE YEAR
B KEEPING 2003 GROUP TARGET IN THE 0%/+3% RANGE

DRIVING CASH FLOW *

€ in Millions

-90.1%

15.3 2,218.2
(I ‘ ‘

TdE Mobile
Business

* EBITDA-Capex

Businesses Group

Other Total

. Annual growth rate




TELEFONICA DE ESPANA PARENT: TRADITIONAL BUSINESS

TRADITIONAL REVENUES BREAKDOWN TRAFFIC (estimated)
(Million Euros)
%o Change
(miIIionminutes)g 1Q03 1Q02 31603/1(2902
23.8 788 OUTGOING 123,038 i 25048 : -8.0%
Voice i 14,821 i 15871 -6.6%
1,930. ofJ Local 8,106 i 9,087: -10.8%
@ Provincial i 2,108 2,166; -2.7%
46 DLD ©1,833 %1 1,929 -5.0%
2 52 2 , wume, 18808 International | 404 | 428! -5.5%
' F2M P 1,402 1,324 5.8%
‘ IN* & Others : 969 937: 3.4%
Internet i 8217 i 9177 i -10.5%
Handsets & Y : ! :
1Q02 Access Usage Maintena%ci:scmts&n(’)thers 1Q03 INCOMING 12,568 P 11,215 | 12.1%
Broadcasting TOTAL : 35,607 | 36,264: -1.8%
ACCESS LINES (PSTN + B.A. ISDN; Thousands) PRESELECTED LINES (Thousands)
17,715 QUARTERLY
AVERAGE
123.2 QUARTERLY
AVERAGE 1,778
492.8 108.8 90.7
17,222
! 17,125
970 ) 1,343|
Dec01 Dec02 1Q03 Dec01 Dec02 1Q0

8 Net Losses * Intelligent Network Net Adds



TELEFONICA DE ESPANA PARENT: OPERATING EXPENSES

OPERATING EXPENSES BREAKDOWN

(Million Euros)

234 9 1, 321 9

498.8 42 3 |
545.9

Personnel Supplies Taxes External Service 1Q03
& Others

EXTERNAL SERVICES &
OTHERS

PERSONNEL EXPENSES SUPPLIES EXPENSES

545.9 @
— X 498.8

95.8%
— = | - | m 20% Decrease in Commercial
| expenses

| .

B 119% Decrease in Network
m expenses

ONE OFF:
1Q02 2002 Salary 1Q03
Revisionyg03 salary F2M Other  1Q03
Personnel Increase Interconn. pap

Decrease Provision Interconn.



TELEFONICA DE ESPANA: IMPROVING ADSL METRICS IN 1003

145.5 73.8
GROSS
INCREMENTAL CAPEX per new
MA_RGI_N. connection (€)
(euros in millions) (12 month rolling)

-46.2%

957.2

10

1Q02 2002

660.9 7470
527.6 210.2 178.9
133.3
151.11 ‘ 86.2
1Q03 1Q02 2Q02 3Q02 4Q02 1Q03

Revenues Direct Gross Incremental 2001 2002 1Q03
Costs (1) Margin
RETAIL ARPU ADSL CONNECTIONS RETAIL SAC per
€) (thousands) new connection (€)
1,136.1

95.5 R

63.4
‘ 45.3

1Q02 2002 1QO03
B plug & play 65% of basic
retail adds

H CONTINUOUS IMPROVEMENT IN ALL ADSL METRICS COMPARED TO 2002

B NET ADDS INCREASE BY 18% FROM 1Q02

B 1Q03 GROSS INCREMENTAL MARGIN OVER REVENUES INCREASES BY 25.8

p.-p. VERSUS 2002 FIGURE TO EXCEED 49%

(1) Direct costs include CAT/Help Desk, Internet connection, IP network maintenance, Operations maintenance, Marketing, Installation,

Modems, Commissions and Others
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T. LATINOAMERICA RESULTS...

REVENUES BREAKDOWN
(€ in Millions)

Annual growth in

Local currency @
+6.8°/o
-0.6% @ 201.8 42414338

215 |*

726.2 ﬂﬁfJf

Telesp TASA CTC* TdP Others & T.Latam
Eliminations

OPERATING COSTS **

Nominal
€ 0.10/0
Constant
€
-37.0%

B 13% decrease in personnel expenses in constant €
W Bad debt under control at 3.4% of rev. (3.7% as of dec.-02)

W 15% real increase in External Services & Supplies related to
Telesp long distance offering and TdP new pricing plans

EBITDA BREAKDOWN
(€ in Millions)

0%
@ 127. Gf 1.6 3 678.9

97.1

105.8 E
349.7 E

Telesp TASA CTC * TdP Others & T.Latam
Eliminations

GROUP EBITDA MARGIN

48.7%
48.1% 47.7%

1Q02 2002 1Q03

* Excluding Sonda, consolidated by equity
method from Sep.-02
** Net of interconnection



... WITH THE SOLID UNDERLYING PERFORMANCE OF TELESP

LOCAL REVENUES

($R in millions)

LONG DISTANCE REVENUES

($R in millions)

1,787 508
1,658 297 ‘
1Q02 1Q03 1Q02 1Q03
B Monthly fee: +6% yoy driven by a 13% tariff increase in 02 B 429% DLD(interstate) market share as of
March 03

B Usage revenues: +9.5% yoy driven by tariff increases in 02
and a 2% increase in local traffic/line/day

B 339% ILD market share as of March 03

- YoY change in
local currency

—_/ [foY change REVENUES

(€ in millions)

L

S~

-36.2%
1,138.8 \_/L 726_2‘

EBITDA

(€ in millions)

~

581.5

349.7 ‘

1Q02 1Q03
12

1Q02 1Q0



TELEFONICA CELLULAR BUSINESS

TELEFONICA MOVILES ESPANA

BRAZIL*

(€ in millions)

(€ in millions)

1,574.0 1,603.9

Handset |

Rev.

+12.8%

364.3
N\
- 4.0%2

- % YoY local currency

\_/ % YoY euros

T o

v @' 784.1 2842 49,80 55:1% 2808 3.1%
o &L 39.8%
Rev. 1,500.0 143.1 39.3%
1,419.6 |95.8
1Q02 1Q03 1Q02 1Q03 1Q02 1Q03- 1Q02 1Q03 1Q02 1Q03 1Q02 1Q03
i Revenues | EBITDA : EBITDA Marging Revenues EBITDA | : EBITDA Margin

TELEFONICA MOVILES BUSINESS (€ in millions)

@

-6.3%
2,348.8
2,199.9 0°/o
940.8 1,016.5
1Q02 1Q03 1Q02 1Q03
13 Revenues EBITDA

* 2003 includes proportionate data of Brasilcel,
and 2002 figures correspond to TeleSudeste
Celular, TeleLeste Celular and CRT Celular

- %o YoY constant currency

% YoY euros



TELEFONICA DATA GROUP

1Q03 GROUP REVENUES INCUMBENT MARKETS REMAIN ROBUST
(Annual % Change) (EBITDA MARGIN)

] 1Q02
LATAM  [Riippos

I
I
I
I
+13% : 28%
0,
Ex-Cha_mge_s in I 28% 16% 16% 20V I 17%
Reported consolidations | 21% 149
7 Ex-Fx & Changes | 6%
in consolidation |
-11.5% | -0%
l 1Q02 1Q03 Argentina Brazil Chile Peru
CASH FLOW GENERATION
(euros in millions)
62 m Cash flow (EBITDA -CAPEX) turns
188% | positive in 1Q03
- ‘ B Capex over revenues of 5.5%
|
] e
| EBITDA 39 '46-60/0 21
| CAPEX

14



NET FINANCIAL EXPENSES (*)

Euros in millions Mar03 Mar02 9% Change
Debt financial expense (486.3) (483.7) 0.5%
Other financial expenses (15.9) (10.4) 52.6%
Financial Income 96.4 91.6 5.3%
Financial provisions
and net forex (1) 159.6 (453.6) (n.m.)
Net financial results (246.2) (856.1) (71.2%)
Net financial results (413.0) (438.1)

excluding ARS devaluation

(*) Global consolidation
(1) Basically non cash

15




WE CONTINUE STRENGTHENING OUR CREDIT PROFILE

16

CONSOLIDATED DEBT EVOLUTION COMPONENTS OF 1Q2003
(€ IN MM) DEBT REDUCTION
@ 22,533 1,458
28,94%> ] 423 463 387 21,502
’ 21,502 — —
FY2001 2Q02 FY2002 1QO03 2002  Operating  Forex Financial = Changesin 1Q 2003
FCF Investments Consolidation
EXTENDING AVERAGE DEBT MATURITY
UP TO 6 YEARS, WITHOUT 2003 DEABTBQ#Q'JgBRE
REFUNDING NEEDS
: DEBT MATURITY : " 'NET DEBT BY :
- PROFILE S TERM ... E 220/
6 yrs Latam countries NET DEBT*/EBITDA 02
Group 1.83x
4.6
yrs ) 99;/0 -89 Latam 1.14x
ong term ex-Lat:lm Group ex-Latam  2.21x
countries
1%
___ShortTerm |
FY 2002 1Q 2003 (*) As of March 03



JAN-MAR 2003 CASH FLOW STATEMENT

(Euros in millions)

Jan-Mar 2003

I Cash flows from operations 2,833.0
I Other payment related to operating activities (189.0)
I1I Net interest payment (394.0)
v Payment for income tax (34.6)
A= I+II+III+IV Net cash provided by operating activities 2,215.4
Vv Net payment for investment in fixed and intangible assets (736.0)
VI Net payment for financial investment (462.9)
B= V+VI Net cash used in investing activities (1,199.0)
C Dividends paid (21.9)
D= A+B+C Free cash flow after dividends 994.6
E Effects of exchange rate changes on net debt (423.2)
F Effects on net debt of changes in consolidation and others 386.9
G Net debt at beginning of period 22,533.1
H= G-D+E+F Net debt at end of period 21,502.3



18

CONCLUSIONS

THE COMPANY IS SUBSTANTIALLY IMPROVING ITS
BOTTOM LINE ACROSS THE P&L

THE GROUP REMAINS FOCUS ON EFFICIENCY, KEEPING
STRONG MARGINS AND SOLID CASH FLOW
GENERATION

FOREX, WHICH HAS CONTINUED TO HEAVILY AFFECT
THE GROUP RESULTS, IS EXPECTED TO GRADUALLY
EASE AS THE YEAR PROGRESSES

LATIN AMERICAN OPERATIONS ARE SHOWING A
STEADY RECOVERY IN THEIR UNDERLYING OPERATING
PERFORMANCE






ADDENDUM

TELEFONICA DE ESPANA: 2002 Operating Revenues

(Euros in Millions) Jan-Mar Jan-Jun Jan-Sept Jan-Dec
Traditional Services 1.930,0 3.919,1 5.825,3 7.791,4
Client network access 716,2 1.436,6 2.155,5 2.873,9
Voice usage (Net total) 933,7 1.882,4 2.775,6 3.682,6
Local 233,1 469,2 667,0 900,8

Provincial 72,8 146,6 218,5 292,8

Domestic long distance 133,1 264,0 386,1 515,9
International long distance 67,0 127,0 188,1 246,8

Fixed to mobile 334,3 693,1 1.053,4 1.388,0

IRIS and other 93,5 182,4 262,5 338,3

Handsets sales and maintenance 168,9 353,9 531,9 731,4
Leased circuits and TV broadcasting 31,4 72,9 119,3 162,9
Other business lines 79,8 173,3 243,0 340,6
Internet and Broadband Services 143,9 302,8 456,8 642,3
Narrowband 94,5 196,0 286,0 378,0
Broadband (retail) 49,4 106,9 170,8 264,3
Wholesale Services 368,6 739,5 1.121,5 1.473,0
National interconnection 88,0 182,8 296,5 386,4
Wholesale ADSL (Megabase and GigADSL) 22,0 40,0 65,2 97,4
International operators services 81,9 162,8 247,7 297,6
Other national operators services 176,7 353,8 512,1 691,5
Total operating revenues 2.442,6 4.961,4 7.403,7 9.906,7




