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This document does not constitute or form part of any offer for sale or solicitation of any offer to buy any securities in the United States
or elsewhere nor shall it or any part of it form the basis of or be relied on in connection with any contract or commitment to purchase
shares. Securities may not be offered or sold in the United States absent registration or an exemption from registration under the US
Securities Act of 1933, as amended.

This document contains statements that constitute forward looking statements in its general meaning and within the meaning of the
U.S. Private Securities Litigation Reform Act of 1995. These statements appear in a number 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 other important
factors that could cause actual developments or results to differ materially from those expressed in our forward looking statements.

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 on Form 20-F as well as periodic filings filed with the relevant Securities Markets
Regulators, and in particular with the Spanish Market Regulator, for a discussion of some of the factors which could cause actual results
or outcomes to differ materially from those indicated by such forward-looking statements.

This presentation includes certain non-GAAP (Generally Accepted Accounting Principles) financial measures which have not been
subject to a financial audit for any period.
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a T. Europe: ahead of the learning curve

a Monetising mobile data growth
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. What has happened over the last couple of years?

Simple and
User affordable
Interface data tariffs

Mobile Internet barriers
have fallen allowing for
mobile data growth

Open Internet

Network coverage access and apps
Speed and Capacity
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' As a result, the small screen data market has developed quickly

Growing penetration of smartphones New & innovative players stimulating the market

Number of smartphone users and penetration of smartphones in the UK
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‘ And we are now taking the right steps to profitably monetize this opportunity

Data capacity optimisation

Increase number of sites

Increase frequency carriers / site

Reduce cost/Mbyte

Use low frequency spectrum

Gradual migration to LTE & FO

Traffic offload

Promote WiFi usage

Selective Femtocell deployment

Adapt offer to actual usage

Segment tariffs by usage profile
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Deep knowledge on how mobile Telefénica 02 UK, a success story
data interacts with our network

* Smartphones 3-4 times greater signalling “Home of the smartphone": the largest base with

activity vs. traditional phone

the lowest contract churn in the market

Data consumption quickly shifting
to video

= Efficiently adapted network for voice & data

* One streamed YouTube video has the same
effect on the network as 500K simultaneous

SMS
» The first to introduce tiered pricing which will
Changing usage patterns: lead to higher revenue and better customer
faster growth in late adopters experience for vast majority of customers

* Data volume doubling every 4 months

= Utilising UK knowledge throughout Telefénica

Data consumption is heavily

‘[ concentrated and leveraging Telefonica scale
* 65% of data traffic comes from just 3% of
data users
All data points taken from the UK market (internal sources) -
TELEFONICA S.A. point t Wm
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' Telefonica Europe revenue opportunities are based on a new model

To date we have seen... But going forward...
 Flat rates * Tiered pricing
* Low penetration levels * Increased penetration

* T.Europe reached over 8 m MBB accesses at
June 2010 (+54% y-o-y)

* T. Europe expects to reach 28 m MBB accesses by 2012

» Applications / advertisin
* Pure access PP g
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. This has driven our decision to introduce usage based pricing, first in the UK

Number of smartphone users

Data usage per user

m  Currently, 3% of users above 500 Mb, consuming the majority of data

m  Further migration to smartphones in the customer base will continue to
increase data usage and data usage per customer will continue growing

e

Data monetization will include a much greater proportion
of customers over time
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The first step to Tiered pricing,
already an industry trend:

Simple targeted propositions with different
schemes to address customer needs

Efficient management of service quality

AT&T, Vodafone, TeliaSonera, ... already
launching tiered mobile data offers

Capturing quality growth
and maintaining already
high levels of customer
satisfaction
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‘ Smooth transition to mobile data centric networks, wider choice of spectrum
and devices, also key to ensure profitable growth

Spectrum Devices Network equipment
UMTS 900 Ger: 2x5MHz Available in the Available for
UK: 2x17.4 MHz market deployment
LTE 800 Ger: 2x10MHz Dongles in the Telefonica trialling
market LTE in 6 countries

UK: Government revisits including Germany

access to 800MHz for 02 and UK
& VOD
LTE 2600 Ger: 2x20MHz Dongles in the Telefonica trialling
UK: Auction H2 201 1E market !.TE |n.6 countries
including Germany
and UK
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Surging demand for mobile data is the clear driver for future
growth in the business

Telefonica Europe has had a two year head start in the UK; a
competitive advantage for the Group

And we have a clear plan on how to profitably monetize this
growth opportunity while improving customer experience

“Jelefonica
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