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This document contains statements that constitute forward looking statements about the Company including
financial projections and estimates and their underlying assumptions, statements regarding plans, objectives and
expectations which refer to the intent, belief or current prospects of the customer base, estimates regarding, among
others, 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, by their nature, are not guarantees of future performance and involve risks and
uncertainties, and other important factors that could cause actual developments or results to differ from those
expressed in our forward looking statements. These risks and uncertainties include those discussed or identified in
fuller disclosure documents filed by Telefonica with the relevant Securities Markets Regulators, and in particular, with
the Spanish Market Regulator.

Analysts and investors, and any other person or entity that may need to take decisions, or prepare or release
opinions about the securities issued by the Company, are cautioned not to place undue reliance on those forward
looking statements, which speak only as of the date of this presentation. Except as required by applicable law,
Teiefonica undertakes no obiigation to reiease publiciy the resuits of any revisions to these forward iooking
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.

Neither this presentation nor any of the information contained herein constitutes an offer of purchase, sale or
exchange, nor a request for an offer of purchase, sale or exchange of securities, or any advice or recommendation
with respect to such securities.

Finally, this document may contain summarized information or information that has not been audited. In this sense,
this information is subject to, and must be read in conjunction with, all other publicly available information, including
if it is necessary, any fuller disclosure document published by Telefonica.
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Rational

Estimated Impact(

m Integrated offer, mainly for Corporates and SMEs.
m LD service (*15") for Vivo clients.

m Churnimprovement & Bundled offers.

m Regional contracts: extension and scale benefits.

Revenue

m Personnel costs: optimization of administrative and back office functions.
m Administrative costs reduction (logistics, rentals,...).

m Call center costs reduction.

m Marketing and promotion costs optimization.

m Common distribution channel.

m Scale and brand integration.

G&A and
commercial
costs

® Data center and systems unification (scale synergies and improve outsourcing
costs).

m Common traffic management and network operations.

m Cost reduction in backbone usage/rentals.

m Leverage in Vivo's network outside Sao Paulo.

Network
& IT OpEx

m Use of Vivo's infrastructure outside Sao Paulo.
m Common network & IT planning.
m Regional scale.

0.7-0.8%

overrevenues

3-4%

over G&A&C costs

5-6%

over N &IT costs

3-4%

over CAPEX
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... with a minimum NPV of €2.3-2.7Bn

Operating synergies

NPV (€in billions)

0.5/0.6 2.3/2.7
I
o5/06 [|TIEIN 02

11,12 [N
0.4/ 0.5
Revenues G&A & OpEx CapEx Integration Total

commercial costs operating

costs Network &IT

synergies

" 3-4 years to fully exploit
“ Savings from year 1

Telefdnica, S.A
Investor Relations

Tetefonica >




Clear execution path to fully capture synergies while
maintaining focus to sustain commercial momentum

Operation
level

Country
level

Regional/Group
level

6 months

6-18 months

>18 months

= Accelerate each operation
= Quick wins of joint initiatives

Telesp: Complete turnaround and
accelerate Premium segment

Vivo: Strengthening market
leadership, capture MBB
opportunity, improve margins

m Start to capture core
business synergies,
changing basic processes

m Operating as an
integrated business

Integrated core functions

Corporate segment

SMEs segment

Shared channels

Coordination on network planning

deployment

Optimization data network

F-M combined offers in SP

Common projects, purchases

T. Gestiona

F-M combined offers outside SP

Full range integrated offer
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Realistic timetable for execution

A. REVENUES

B. OPEX
C. CAPEX

Total Synergies

D. INTEGRATION
COSTS

A+B+C+D
Synergies (Pre-Tax)

2011E

Annual flows
(€in millions)

2012E Run rate
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€7.3bn €4.0bn

/
P Operating synergies from Vivo+ Telesp
combination
+

Benefits from integrated TEF management
m_edel

Financial & Tax synergies

- / €1.0/1.5bn
~/"
€3.4bn
€2.3/2.7bn
€3.3/3.9bn
NPV of price agreed Vivo business plan DCF TEF min. value Operating synergies &  Financial & Tax
for PT's 29.7% stake creation commitment integrated TEF synergies
management model
~July2010: . Oct. 2010: €3.3/4.2bn
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€ bn

0.2 2.3-2.7
4.6-5.0 1.0-1.5
3.1-4.0
Control price Deferred Adjusted Operating Adj. Price postop.  Financial & Tax  Adj. Price post total
payments @ Control price synergies Synergies synergies synergies
EV/Ebitda'l10 11.9x 11.6x 10.4x-10.6x 9.8x-10.2x
EV/Ebitda'l1 10.6x 10.4x 9.3%-9.5x 8.7x-9.1x

These multiples will be further enhanced post the Tender offer on ON's

Telefbnica, S.A (1) Includes adjustment for VIVO remaining 2009 dividend W‘m 7
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A transaction with positive tangible results from day 1

m Strengthened position in the booming Brazilian market

m EPS and FCF accretive from 2010:

m +€3.5bnimpactinnetincomein 2010 derived from the business combination
achieved in stages in Vivo (+€0.8/share)

m €2.3/2.7bn! from operating synergies and benefits from Telefénica's
management model

» Additional €1/1.5bn! savings from financial and tax synergies
» Limited Impact on leverage (0.3x)

m Fair treatment of minorities guaranteed by TEF's long track record and
willingness to keep continued access to the market in best conditions
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