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Telefénica Latin America

Telefénica Latin America provides fixed and mobile telephony, Internet and data services and pay TV services through the operators described in the
fotlowing sections in the main Latin American markets. In addition, Telefonica Latin America’s other members include: Telefonica Empresas, Telefénica
Intemational Wholesale Services (TIWS), the business unit responsible for other telecommunications operators and for managing our intemational services and
the network which supports these services, and Temra Networks Latin América.

The following table presents statistica] data relating to our operations in Lalin America:

3 M £
Mobile accesses 100,542.2 123,385.2 134,698.9

i

nal clienis accesses

h R : = Sl
Total accesses 134!104.4 lﬁﬁ?.o

1 5H
168,587.2

Telefonica Latin America’s total accesses increased 6.5% to 168.6 million accesses at December 31, 2009 from 158.3 million accesses at December 31,
2008. Total accesses at December 31, 2009 include 134.7 million mobile accesses, 24.6 million fixed telephony accesses, 7.6 million Internet and data
accesses and 1.6 million pay TV accesses. Additionally, it includes 56 thousand wholesale accesses.

The following table sets forth certain information a1 December 31, 2009 regarding the principal Latin American operating panies of Telefénica Latin
America.

Conmiry

Nicarijua
Guatemala

(*) Concession arez only.
(1) Jointly controlled and managed by Telefonica and Portugal Telecom. Brasilcel is the holding company which controls the mobile operating company

Vivo,
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Brazil

The following table presents, at the dates indicaied, selected siatistical data relating to our operations in Brazil.
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Telefonica Latin America’s accesses in Brazil increased 10.2% to 67.0 million accesses at December 31, 2009 from 60.7 mitlion accesses at December 31,
2008. This growth reftects a 15.1% year-on-year increase in Viva's (I‘elefbnica Latin America’s jointly-controlled Brazilian mobile business) customer base
and, to a lesser extent, the expansion of Telecomunicagdes de S50 Paulo, § A ’s, or Telesp's, (Telefonica Latin America’s Brazilian fixed line business)

broadband and pay TV busi . These i were offset by a reduction in the number of fixed telephony accesses at Telesp and a decrease in
narmowband Internet accesses primarily as a result of a modest migration te broadb :

Brazil Fived Busi — Tet pdes de Sao Paulo, 8.A. - Telesp

Operations

Telesp provides fixed telephony and other tel vications services in the Brazilian state of Sio Paulo under concessions and licenses from Brazil's

federal government.

Telesp's fixed telephony, Internet and data and pay TV accesses decreased 3.7% to 15.2 million sccesses at December 31, 2009 from 15.8 million accesses
at December 31, 2008, primarily dug 10 the reduction in the number of fixed telephony accesses, within the context of increased fixed-to-mobile substitution as

a result of the growlh in Brazil’s mobile sector, and a decrease in narrowband Internet accesses, as a result of mig) to brozdband soluti that was not
compensated by broadband accesses increase. Tetesp’s fixed telephony d d 3. 5% to 11.3 million accesses at December?ll 2609 from 11.7
millien accesses at December 31, 2008. OF these, 25.8% were pre-pay or accesses with cc ption limits,

‘The Brazilian broadband market continued to grow in 2009, Telesp increased its broadband msmmer blse by 3 2% to 2.6 million accesses at December
31, 2009. This moderate increase was affected by the decision of ANATEL, the Brazilian telecc to d the sale of Telesp’s
broadband products from June 22, 2009 to August 27, 2009 as a result of several technical problems on our network. Telesp offers pay TV mainly through 2
DTH selulion and, since the fourth quarter of 2007 after the acquisition of Navy Tree, also offers MMDS technology, r g 0.5 million at

December 31, 2009, 15 thousand accesses more than at December 31, 2008,

Telesp’s voice traffic, measured in minutes, decreased by 50% in 2009 compared to 2008, mainly due to lower lecal and lodg distance traffic that was not
comp d by higher inter ion traffic coming primarily from mobite networks. Fixed local traffic, din d d 7.4% due to lower

fixed telephony , and the imph tion of flat rates and mi bundles. Fixed-t bile traffic, dinmi fell 7.9% in 2009 compared
to 2008 as a result of a migraLion of waffic to mobile networks.
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Sales and marketing

In Brazil, we employ a differentiated approach to marketing whereby we use a mix of human and technological resources (a specialized team and business
intelligence tools, respectively), in addition to specific studies that allow us to target various market segments according to the relevant needs of the customers
in each segment. We continuously monitor market trends in an effort to develop new products and services that may address the futurg needs of our customers.

Telefonica Latin America employs the following strategies to deliver fixed telephony and cther telecommunications solutions to residential, small and
medium enterprises, or SMEs, and cerporate customers in Brazil:

person-to-person sales: customized sales services 10 achieve and preserve customer loyalty, customized consulting telecommunication services and
technical and commercial support;

» ftelesales: a telemarketing channel,

indirect chanmels: outsourced sales by certified companies in the felecommunications and data processing segments to provide an adequately sized
network for our products and services,

» Internet: the Telefonica website;

virtual shap for corporate clients: a “gateway™ for our corporate customers to acquaint ihemselves with our portfolio through the interet; and
door-to-door: door-to-door sales of services by consultants in the State of Sdo Paulo in order to approach more SMEs to convert them into Teleférica
Negocios clients.

We offer bundled products, which include both lecal and long-distance traffic and minutes bundled with broadband. We believe that the trend towards
bundled offers in Brazil will continue to grow, and that further developing such offers will be important to maintaining our competitiveness in the market.
Also, in 2009 Telesp launched its “X-treme” products, based on FTTX technology, and its IPTV services as well,

Competition

Our fixed telephony business in Brazil currently faces strong competition in the corporae and premium residential segments in respect of several types of
services. In the corporate segment, there is strong competition in both voice services (local and long distance) and data transmission, resulting in greater

tention costs 1o maintain client relationshi

Qur main compeulors in the corporate fixed telcphuny line segment are O, Intelig and Embratel, a subsidiary of Telmex International. In the high-income
idential service seg we for long: customers with Embratel and for bmadband customers with cable TV providers, mainty NET
Servu;us de Comunicagio S.A, or Net. For the local voice and high-income segments, we also face i mcreasmg competition from mobile telecommunications
services, which have lower rates fur certain types of calls, such as mobile-to-mabile calls. Such competition increases our advertising and marketing costs. We
are taking several steps to defend ourselves from increasing competition. We are focused on improving our broadband products, by offering bundled services
that include voice, broadband and television, and by i ing the access speed offered to our clients. In addition, we are improving our market segmentation

voice, br
and developing more petitive products i ded to defend our client base from our competitors’ preduct offerings and to defend our market share.

In the lew-income, local fixed telecommunications segment, we face less direct competition due to the low profitability of this market. The most
significant eompetition is from pre-pay mobile 1elecommunications providers.

Telesp had an estimated market sharg in the fixed felephony market in the Stale of S3o Paulo of approximately 74.4% at December 31, 200 based on the
number of fixed telephony accesses, down from appreximately 83.5%
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at December 31, 2008 This decrease is mainly due 1¢ intense competition from Net, which offers its “Net Phone” service as part of its offer of pay TV and
broadband.

Network and fechnology

During the first half of 2009, Telesp had some problems with its network that affected the quality of the service of some products, particularly
broadband. In order to guarantee the stability of the service, ANATEL suspended the sale of “Speedy”, our broadband product, on June, 22, 2009, That
suspension was temperary and subject to the implementation by Telesp of an action plan to improve the service. Telesp presented its action plan that included
capital expenditures and customer care and network expenses. As a result of this, the suspension was revoked on August, 27, 2009. In addition, Telesp
continued through 2009 to develop its ADSI. network as long as the deployment of the fiber access network.

Brazil mobile business ~ Brasileel (Vivo)
Operations

With approximately 174 million mobile accesses, Brazil ranked first in Latin America in terms of number of mobile accesses at December 31, 2009, At
December 31, 2009, Brazil had an estimated mobile market penetration rate of approximately 96.5%, compared to approximately 79% al December 31, 2008.

Telef6nica and Portugal Telecom are 50:50 shareholders in Brasilcel, a joint venture which combines Telefénica’s and Portugal Telecom’s mobile
businesses in Brazil. This joint venture is the leading mobile operator in Brazil in terms of number of mobile accesses at December 31, 2009 All of the
operating companies participating in the joint venture have been operating under the brand name “Vivo™ since April 2003. The licensed areas of Brasilcel
include 20 states in Brazil with an aggregate population of approximately 192.3 million people.

¥ivo's customer base, in terms of number of accesses, increased 15.1% to 51.7 million accesses at December 31, 2009 from 44.9 million accesses at
December 31, 2008, Of these, 9.8 million were mobile contract accesses. The primary factors contributing to this growth include the increasing importance of
the new mobile broadband accesses, the wider range of handsets available, Vivo’s Jeadership in terms of brand and distribution chain, ongoing marketing
campaigns for pre-pay mobile traffic and an improved capacity to atiract contract mobile accesses first with Vive Escotha plans end with Pive Voge. Fivo
Poge, launched to improve ¥ive Escolha plans, started 1o be commercialized at ihe end of November 2009. These plans are customized plans that allow
customers to choose the mix of services with an extra bunch of free voice minutes, messaging, or mobile Intemet access. Five Voge also helped to increase
customer loyalty by encouraging i d minute consumption and maintaining the perception on the market of Vivo's lower prices than its
competitors. These plans are divided into different categories depending on the number of mi huded as well as additional upgrade f s, such as
extrz SMS, extra minutes of long distance calls and extra MMS, with the improvement of being able to choose two of these upgrades instead of one as in the
previous plans and include a 3G Internet upgrade option.

ARPU (in euros)

Traffic in 2009 increased 28.6% to 52,134 million minutes compared to 40,547 million minutes in 2008 due to the ¢h istics of the p
offered by Vivo in 2009, which focused on the pre-pay mobile segment and control lines, which require mini ption and a prepaid “recharge” when

such consumption is complete.

ARPU was €9.9 in 2009 compared to €11.2 in 2008 (a decrease of 8.6% in local currency). The decrease in local cumency reflected the increased
propostion of “SIM only™ accesses in the pre-pay custemer base and control accesses in the contract customer base, despite the growth in data consumption.
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Sales and marketing

Vivo actively manages its distribution channels, which consisted of approximately 12,070 points of sale at December 31, 2009, Also, pre-pay mobile
customers have access to a wide range of “recharge”™ points. Credit recharges can also be made by ¢lectronic fers th h the cc ial banking
network At December 31, 2009, approximately 18.9% of Vive's customer base were contract mobile accesses and the remn:mng £1.1% were pre-pay mobile
accesses. Contract mobile. accesses growth was driven by customer acquisition and retention campaigns focused on high-value customers, with an emphasis on

the Vivo Escolita and Five Voge plans.

Competition

Vivo was the leading mobile operator in Brazil in terms of number of aceesses at December 31, 2009, The growth of the Brazilian market was
considerable during the past years while being panied by an i in petition due to the introduction of new compelitors in the regions in which

Vivo operates. Vive's major competitors are subsidiaries of Telecom Tiatia, America Mévil and Oi.

Vivo's estimated market share in terms of mobile accesses in the Brazilian mebile markets in which it operates was approximately 29.7% at December 31,
2009, down from approximately 30.0% market share at December 31, 2008.

Network and technology

The licenses granted to the companies integrated under the Vivo brand allow operations over the WCDMA, GSM, CDMA, CDMA [XRTT, CDMA
EVDQ and TDMA systems. Vivo offers both analog and digital services in the bands of 800 MHz, 1900 MHz and 2100 MHz. In 2009 migration from the
CDMA to the GSM network continued. Vive's GSM base at Dx ber 31, 2009 ted to 40.7 million accesses, 78.7% of its total customer

base.

Venezuela
Veneguela mobile business — Telcel, S.A. — Telcel

Operations

The following table presents, at the dates indicated, selected statistical data relating to our operations in Venezueta.

The mobile penetration rate in Venezuela stood at an esti d 100.6% at Dr ber 31, 2009, an increase of approximately 0.5 percentage points from
December 31, 2008
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Tetefonica Latin America eperates in Venezuela thiough Telcel, S.A, or Telcel, whose accesses decreased 0.8% to 11.8 million accesses at December 31,
2009 from 12.0 milkion accesses at December 31, 2008, mainly due to intense competition.

Traffic in 2009 decreased 0.3% to 14,951 millicn minutes from 14,993 million minutes in 2008, due to lower guality pre-pay mobile accesses and lower
contract mobile accesses usage.

ARPU for 2008 was €21.2 compared to €16.9 in 2008 (an increase of 19.2% in local currency and excluding the effects of Venezuela being considered a
hyperinflationary economy in 2009). The increase in local currency and excluding the effects of Venczuela being considered a hyperinflationary economy in
2009 reflected the increase in 1anffs, the increased proportion of contract mobile accesses in the custonmer base and the continued growth in data revenues.

Sales and marketing

In Venezuela, we use a broad range of marketing chanaels, including television, radio, billboards, telemarketing, direct mail and Internet advertising to
market our products. At December 31, 2009, 6.1% of our mobile accesses in Venezuela were contract mobile accesses, while approximately 93.9% were pre-
pay mobile accesses.

In 2009 the company continued implementing its stratepy of offering a wider range of exclusive handsets, including the launch of several Blackberry
models.

Competition

The major competitors in the Venezueta mobile business are Movilnet and Digitet. Mavilnet is a mobile services communication pravider owned by the
public operator CANTV. Movilnet currently uses CDMA and GSM technologies. In late D ber, it hed 3.5 service. Digitel is a mobile
communications provider that uses GSM technology and focuses its strategy on mobile internet services based on 3G.

According to the Comision Nacional de Tel icaci de la Repiiblica Bolivariana de Venezuela, or CONATEL, CANTY is the incumbent operator
in Venezueta with a 46% share of the mobile market (through Movilnet) as of December 31, 2009. CANTY is controlled by the government of Venezueta

Tetefonica’s estimated market share in the Yenezuelan mobile market, in terms of mobile accesses, was approximately 36.9% at December 31, 2009,
down from appreximately 37.8% at December 31, 2008.

Network and technology
In Venezuela, we operate a digital network based on the CDMA and GSM standard. In 2009, we deployed an overlay based on UMTS /HSDPA. At

December 31, 2009, approximately 66.2% of Teleel's accesses in Venczuela were based on the GSM network. Also, we offer HSUPA technology that offers
higher speed to uptoad data to the web, especially while loading images, e-mails, videos, etc.
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Argentina

The following table presents, at the dates indicated, selected statistical data relating to our operations in Argentina.

At December 31,

Telefénica Latin America managed a total of 21.9 million accesses in Argentina at Decernber 31, 2009, an increase of 5.7% from December 31,
2008 This increase was underpinned by growth in mobile accesses, which increased by 7.4% to 159 million accesses m December 31, 2009 from 14.8 million
accesses at December 31, 2008, and in the number of broadband accesses, which increased by 14.4% {0 1.2 million accesses at December 31, 2009 from 1.1
million accesses at December 31, 2008,

Argenting fixed business — Telefdnica de Argentina S.A.
Operations

Telefdnica Latin America conducts its Argentine fixed business through Telefanica de Argentina, the leading provider of fixed telephony services in
Argentina in 2009 based on number of sccesses, according to information provided by its competitors and regulatory authorities.

Telefénica de Argentina's accesses increased 1.2% to 6.0 million accesses at December 31, 2009 from 5 9 million accesses at December 31, 2008. This
modest growth was pimarily driven by a 14.4% increase in broadband accesses 1o 1.2 million accesses at December 31, 2009 from 1.1 million accesses at
December 31, 2008. The growth in broadband accesses was accompanied by a slight increase in fixed telephony accesses of 0.1% to 4.6 million accesses at
December 31, 2009 from December 31, 2008,

Total voice Wraffic (measured in minutes) declined 5 6% during 2009 s cempared 10 2008 despite the sharp growth of mobile-to-fixed traffic. Local and
interconnection fixed-to-fixed traffic (measured in minutes) decreased 5.9% and 4.5%, respectively, in the year ended I ber 31, 2009 pared to the year
ended December 31, 2008. Public use telephony traffic (measured in mi }in 2009 d d by 18.4% compared to the year ended December 31, 2008.

Sales and marketing

In Argenting, Telefonica de Argentina uses a broad range of marketing channels, including television, lad.iu, billboards, telemarketing, dimﬂ mail and
Internet advertising to market its fixced telephony products and services. Telefonica de Argentina inued answering s’ needs through the
development of its broadband business and by providing them new value added services. Telefénica de Argennna also f‘ocused its product sh'ltegy on bundles
and packages supported by commercial offerings like flat-rate plans (tarifa plana). In 2009, we continued g tong di flat-rate plans. The
flat-rate phan was primarily sold with the bundling of broadband access together with a local iraffic plan. At December 31, 2009 approximately 67.0% of the
broadband customer base subscribed to broadband through a bundled package.
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Competition

Telefonica de Argentina is the incumbent provider of fixed telephony services in the southern region of Argentina. However, other licensees currently
providing fixed telephony services include Telecom Argentina S A, Telmex Argentina 8.A , Impsat §. A (acquired by Global Crossing in May 2007) and Fort-
Hable (Hutchison Telecommunicaticns Argentina $.A.). Claro, 8 mobile phone company owned by America Mowil, also competes in the fixed telephony
market.

Telefonica de Argentina is using its expanded fiber-optic network in the northern region of A ina to carry long-di traffic and a multiservice
netwark to provide local service in the three most impontant cities in the northern region of Argentina where Telecom A ina, S.A. is the i b
provider. Telefénica de Argentina expanded and improved its network capacity by the construction of fixed wireless networks and the activation of new lines.

Telefonica de Argentina also competes with Grupe Clarin, a company with a growing broadband and TV businesses as a result of the merger of its affiliate
Cablevisidn with Multicanal in 2007,

Telefonica had an estimated market share in the Argentine Fixed telephony markel of approxi ly 47.8% at December 31, 2009 based on number of
fixed tetephony accesses, down from approximately 48.1% at December 31, 2008

Network and technology

Telefénica de Argentina invested in 2009 to develop ils broadband access business through ADSL technology, i ing the network ge and
capacily.

Argentinag mobile business — Telefénica Méviles Argentina §.A.
Operations

The Argentine mobile market continued 1o grow at a strong pace in 2009, with an increase in ils penetration 1o approxi dy 120.3% at D ber 31,
2005, from approximately 109,8% at December 31, 2008, based on pumber of mobile accesses.

Telefonica Latin America conducts its Argentine mobile business through Telefénica Méviles Argentina S.A., or Telefénica Moviles Argentina, whose
aceesses increased 7.4% to 159 million accesses at December 31, 2009 from 14 8 million accesses at December 31, 2008. Telefénica Méviles Argentina also
increased its number of contract mobile accesses by 1.0% 10 5.2 million accesses at December 31, 2009 from 5.1 million accesses at December 31, 2008.

Year ended December 31,

ARPU Ginewtos) e 87 86

Traffic reached 15,562 million minutes in 2009, an increase of 20.2% compared te 12,941 million minutes in 2008, mainly driven by the growth in on-net
traffic.

ARPU was €8.6 in 2009 compared 1o €8.7 in 2008 (an increase of 10.7% in local curvency). The increase in local currency reflected customer adoption of
new products and services (upgrades and more ption), tariff i and the continued growth in data revenues.

Sales and marketing

In Argentina, Telefonica Moviles Argentina ugses a broad range of marketing channels, including television, radio, billboards, telemarketing, direct mail
and Internct advertising to market its products. At December 31, 2009,
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approximately 32.6% of our accesses in Argentina were contract mabile accesses. During 2009, Telefénica Méviles Argentina offered Ii mobile service
with plans with limited or unlimited usage.

Competition

We currently have three competitors in the Argentine market for mobile communications services, each of which provides services on a nationwide basis:
Telecom Personal, which is controlled by Telecom Italia through Telecom Argentina; Claro, controlled by América Movil; and Nextel, owned by NII Holdings
Ing,

Tetefonica Méviles Argentina’s estimated market share in the Argentine mobile market in terms of mobile accesses was approximately 33.0% at
December 31, 2009, down from approxi ly 34.0% at D ber 31, 2008,

Netwaork and technology

In Argentina we operate on digital networks based upon GSM and UMTS technology. At December 31, 2009, GSM accesses represenied 98.6% of
Telefonica Méviles Argentina’s accesses. Also, Telefonica Maviles Argentina developed its mobile broadband business through UMTS technology by
increasing coverage.

Chile

The following table presents, at the dates indicated, selected statistical data relating to cur operations in Chile.

Broadband accesses

Wholesale accesses

At December 31, 2009 Telefonica Latin America managed a total of 10.7 million accesses in Chile, 5.4% moze than at December 31, 2008, underpinned
by growth in mobile accesses, which increased by 9.5% 10 7.5 million accesses at December 31, 2009 from 6.9 million accesses at December 31,
2008. Growth was also driven, by a 9.3% increase in broadband accesses te 0.8 million accesses at December 31, 2009 and an 8.4% increase in pay TV
accesses to 0.3 million accesses at December 31, 2009. Fixed telephony accesses decreased 4.4% to 2.0 million accesses at December 31, 2009 from 2.1
million accesses at December 31, 2008,

Chilean fixed business ~ Telefonica Chile 8.4,
Operations

Telefénica Latin America conducts its Chilean fixed business through Tetefonica Chile S.A., or Telefonica Chite (formerly Compadiia de
Telecomunicaciones de Chile, or CTC Chile), the leading fixed line lelecommunications operator in Chile based on number of accesses, according to
information provided by its competitors and regulalury authorities. Telefonica Chile's accesses decreased 0.3% to 3.1 million accesses st December 31,

2009. Telefonica Chile’s fixed teleph d by 4 4% from December 31, 2008 to 2.0 million accesses at December 31, 2009. Broadband and
pay TV accesses continued to grow in 2009 and Telefénica Chile managed 0.8 million bmadbund accesses al December 31, 2009 compared to 0.7 million at
December 31, 2008,
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Telefénica Chile’s pay TV business grew to 9.3 million accesses at December 31, 2009. Telefénica Chile established itself as the third pay TV operator in
Chile, by number of accesses in 2009.

Sales aud marketing

One of our main prierities is to satisfy customer needs by improving the quality of cur customer service. We continued our strategy of segmenting our

customers in order to tailor our services 1o best meet the specific needs of each customer segment. With respect to broadband, Telefonica Chile launched
bundle services of broadband and voice to satisfy customer demand. Also double and triple play bundles represented one of the drivers of revenue growth,

The customer service model developed by Telefénica Chile, which is aimed at achieving the highest degree of efficiency in cust service, fi the
following:

*  personal customer scrvice lines for purchasing any type of product and service and handling customer queries;
s Telefonica stores (Trendas Telefonica) where customers can test and buy products marketed by Telefonica,

e Telefonica's “virtual” store, accessible by Internet, which offers customers the ability to order and purchase online the majority of services and
products offered by Telefonica; and

» asophisticated customer service system for corporate clients, ranging from a telephone help line for small and medivm-sized businesses to the
assignment of sales managers 1o address the needs of larger corporate clients.

From Getober 25, 2009, all fixed and/or mobile businesses products and services are marketed under the brand “Movistar”, formerly used exclusively by
the mobile business.

Competition
The competitive landscape in fixed telephony in Chile is marked by a significant fixed-to-mobile substitution effect. ‘The increased sales of Duo and Trio

bundles is the comesstone of Telefénica Chile’s strategic focus, which aims 1o increase the ber of revenue g ing units per and, accordingly,
revenue per customer. VTR is our principal competitor in the Chilean fixed telephony market,

Telefonica Chile’s estimated market share a1 December 31, 2009 was as follows:
«  approximately 47.1%5 of retail broadband accesses, down from approximaiely 49.4% at December 31, 2008;

o fixed telephony accesses market share amounied 1o approximately 58.4% of retail fixed ielephony , down from approximately 62.1% at
December 31, 2008; and

+ pay TV market share amounted to approximately 16.6% of the market by number of pay TV accesses, down from 17.5% at December 31, 2008.
Network and technology

Telefénica Chile made improvements on its network to support brosdband and TV accesses growth, while updating it, as to be ready for the development
of the fiber access network, or FTTX,
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Chilean mobile busi — Telefonica Moviles Chile, $.A.

Operations

The mohile penetration rate in Chile stood at an estimated 105.6% at December 31, 2009, &n increase of approximately 9.0 percentage points from
December 31, 2008.

Telefénica Latin America conducis its Chilean mobile business through Telefdnica Moviles Chile, $ A, or Telefonica Moviles Chile, whose customer
base increased 9.5% to 7.5 million accesses at December 31, 2009. The number of contract mobile accesses rose by 8.8% to 2.1 million mobile contract
accesses at December 31, 2009 from 1.9 million contract mobile accesses at December 31, 2008,

— Yorcsdedbeoemberat,
2007 2008 200

b il : :
ARPU (in euros) 12.0 123 10.7

Traffic in 2009 increased 8.4% to 10,521 million minutes a1 December 31, 2009 from 9,703 million minutes at December 31, 2008, mainly driven by
oulgoing traflic, primasily on-net.

ARPU was €10.7 in 200% compared to €12.3 in 2008 (a decrease of 10.7% in local currency). The decrease in local curvency was largely due to the
reduction of tariffs as a consequence of a regulatory decree mandating lower interconnection rates, which went into effect at January 23, 2009 for mobile

terminalion and resufted in an average tariff decrease of approximately 44.6%.

Sales and marketing

Telefonica Moviles Chile offered promotional campaigns associated with recharges for pre-pay mobile users while developing mobile broadband service.
Competition

We currently have three primary competitors in the Chilean market for mobile telephony, ¢ach of which provides services on a nationwide basis: Entel,
Clarg and Nextel.

Telefdnica Moviles Chite’s estimated market share in the Chilean mobile sector in terms of mobile accesses was approximately 42 8% at December 31,
2009, down frem approximately 43.3% at December 31, 2008.

Network and technology

In Chile, Telefonica Méviles Chile operates with GSM and 3G network, taunched in December 2007.
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Mezxico
Mexico mobile business — Telefonica Moviles México, S.A. de C.V.

Operations

The following table presents, at the dates indicated, selected statistical data relating to our ions in M
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The mebile penciration rate in Mexico was approximately 75.2% at December 31, 2009, an increase of approximately 3.6 percentage points from
December 31, 2008.

Telefénica Latin America conducts its Mexican mobile business through Telefanica Mbviles México, 3.A. de C. V., or Telefénica Mdviles
Meéxico. Telefénica Méviles Mexico’s customer base increased 14.7% to 17.7 milhion accesses at December 31, 2009 from 15.5 million accesses at December
31, 2008. This increase was mainly the result of a 13.1% increase of pre-pay mobile accesses in 2009 compared to 2008, At December 31, 2009,
approximately 93 8% of our mobile customers in Mexico were pre-pay mobile accesses while 6.2% were contract mobile accesses.

105) T ey T e 69

Traffic for 2009 increased 3.4% to 23,186 million minutes compared to 22,431 million minutes in 2008 This increase was mainly due to commercial
promotions focusing on fee-per call (tarilf per call rather than per minutes used) that improved usage.

ARPU declined to €6.9 in 2009 compared to €8 2 in 2008 (a decrease of 3.3% inlocal currency). The decrease in local currency was largely due to the
fact that the increase of the customer base was motivated by tower tariff plans, which had the effect of reducing the average consumption.

Sales and marketing
During 2009, Telefonica Moviles México launched innovative preducts to maintain cumrent customers and attract additional ones. In addition, Telefénica

Méviles México Fe d on cc ial activity and profitability while improving the quality of its network, which enabled the )2 to tain robust
customer growth duning that year.

In Mexico, we use a broad range of marketing channels, including television, radio, billboards, telemarketing, direct mail and Internet advertising to
market our products and services.

Telefonice Maviles México's offer was completed with “Plan paga menos Xtra” in the pre-pay segment, based on a price-per-call offer. This plan has
lower prices but generates consumption.
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Competition

Telefénica Maviles México is the second largest mobile operator in Mexico based on the number of mobile accesses, and competes with various mobile
operators at the national level. Telefonica Maviles México’s principal competitor is Telcel, a subsidiary of América Mévil. Other significant competitors are
Nextel and Tusacell.

Telefénica Moviles México’s estimated market share in the Mexican mobile market in terms of mobile accesses was approximately 20.8% at December
3t, 2009, up from approximately 19.5% at December 31, 2008.

Network and technology

Telefonica Mdviles México has 100% of its accesses on 115 GSM network. Also, Telefonica Méviles México provides UMTS services buat spectrum
constraints their expansion.

Pern

The following table presents, at the dates indicated, selecied statistical data relating 1o our operations in Peru.

ra?re-__pgx} ACCEsses
Paval

) 2 BT B ot E
Total actesses 12,174.3 14,983.0 15,9168

At December 31, 2009, Telefénica Latin America had 15.9 millicn accesses in Peru, which represents an increase of 6.2% from December 31, 2008. This
growth in accesses was prmarily drven by an 8.0% increase in mobile accesses from December 31, 2008 10 11,5 million mobile accesses at December 31,
2009, mostly in the pre-pay mobile segment. The IRIS project, a coltaboration bet fixed telephony operators and mobile operators in Pem, which was
Iaunched in March 2007 with the aim of increasing fixed telephony and broadband penetration, also contributed 10 the overall growth in accesses.

Peruvian fixed business — Telefénica del Perii, 8.A.A.

Operations

Telefonica Latin Ameri¢a conducts its Peruvian fixed telephony business through Telefémica del Peni, 8.A A | or Telefénica del Peni, which at December
31, 2009 was the leading fixed line telecommunications operator in Peru based on number of fixed telephony accesses.

Telefonica del Pen had ioial accesses of 4.5 million at December 31, 2009, an increase of 2.0% from December 31, 2008, due primarily to increases in
fixed wireless telephony and broadband . Fixed telephony accesses d d 0.5% from December 31, 2008 to 3.0 million accesses a1 December 31,
2009. Broadband accesses grew by 10.0% from December 31, 2008 to 0.8 million at December 31, 2009, In addition, pay TV accesses totaled 0.7 million
accesses at December 31, 2009 recording growth of 4 9% from Drecember 31, 2008 primarily due to increased cable pay TV subscriptions.
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Sales and marketing
Telefdnica del Peri's commercial strategy is based on achieving and maintaining high levels of market p ion by offering. ized services to
different customer segments, with marketing campaigns focused on maintaining loyalty and i ing the options available to potential

customers. The primary products offered by Telefdnica del Perit include fixed telephony, broadband, pay TV, data and IT services.

Teleftnica del Pen focuses its commercia]‘stmtegy on penetration by targeting specific market segments, commerctalizing Thuos and Trios and leveraging
on its customer retenti on campaign,

Competition

In 2009, Telmex and Americatel, Telefénica del Perd's two primary competitors, focused on offering bundled products {local and long distance telephony
together with broadband).

Telmex implemented an aggressive strategy 10 enter the residential markel by offexing a “wiple play” service. The response from Telefonica del Pend
consisted of increasing Trio bundle options at lower prices.

Telefénica del Pert had an estimated market share in the Peruvian fixed telephony market of approximately 93 8% at December 31, 2009, based on
number of fixed 1elephony accesses, down from approximately 94.0% at December 31, 2008,

Network and technology

Telefonica del Peru invested to develop its broadband business through ADSL technology by increasing coverage and speed. Additionally, it began
deploying a new fiber access network, called FTTX, which currently is offered on a limited basis to large customess.

Peruvian mobile busi — Telefdnica Moviles Peni, 8.A.C.

Qperations

The estimated Peruvian mobile penetration rate reached approximately 64.5% at December 31, 2009, an increase of approximately 3.9 percentage points
compared 1o December 31, 2008

Telefénica Latin America conducis its Peruvian mobile business through Telefénica Méviles Peri, S.A_C., or Telefdnica Méviles Peni, whose customer

base increased 8.0% from December 31, 2008 to 11.5 million accesses at December 31, 2009. This increase was primarily driven by a 6.7 % increase in the
number of pre-pay mobile accesses from December 3t, 2008 10 December 31, 2009

ARPU (in euros)

Traffic camed in 2009 increased 4.1% to 11,460 million minates compared 10 10,039 million minutes in 2008, primarily due o increases in on-net
traffic, in ling with the stategy of offering better taniffs to this type of traffic as a benefit of belonging 1o the largest mobile network of the country.

ARPU was €5.5 in 2009 compared to €6.0 in 2008 (a decrease of 11.5% in local currency). The decrease in local eurrency was largely a consequence of
reductions in bath contract and pre-pay tariffs.

Telefdnica Mavites Peni uses a broad range of marketing channels, including tetevision, radio, billboards, telemarketing, direct mail and Internet

advertising to market its products. At December 31, 2009, approximately §9.1% of Telefénica Moviles Pend’s mobile accesses were pre-pay mobile accesses,
while approximately 10.9% were contract mobile accesses.
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Sales and markeling

Telefénica Moviles Peni focused its marketing efforts on encouraging migrations from pré-pay to contract services. In May 2009, it started to market
mobile broadband and in September 2009 launched the prometion "push to 1alk”, which allows instant communications from a mobile device. Since

November 2009, we changed our marketing focus for the pre-pay segment to better target each of the pre-pay clusters ( d by recharge freq and
money spent) in order to avoid revenue cannibalization, .

Competition

Telefonica Méviles Perii currently has two primary competitors in the Peruvian market for mobile telephony services: Claro, owned by América Mévil,
and Nextel Peni.

Telefonica’s estimated market share in the Peruvian mobile market in terms of mobile accesses was approximately 62.9% a1 December 31, 2009, up fiom
approximately 62.6% at December 31, 2008,

Network and fechnology

At December 31, 2009, Telefdnica Méviles Pers operated both GSM and CDMA technology. Its digital network is based upon the CDMA/CDMA
IXRTT standard. Telefbnica Moviles Peni continued the migration to GSM technology, and at December 31, 2009, GSM accesscs accounted for 93.4 % of its
total custemer base, which represents an increase of 3.8 percentage poinis from December 31, 2008,
Colombia

The following table presents, at the dates indicated, selécted statistical data related to our operations in Colombia.

Broadband access

Telefdnica Latin America managed a total of 11.2 millign accesses in Colombia at December 31, 2009, a decrease of 12 8% from December 31,
2008. This decrease was due to the drop in mobile aceesses, which decreased 10.0% to 9.0 million accesses at December 31, 2009 from 10.0 million accesses
at December 31, 2008, and by the 28.7% d in fixed telephony from D ber 31, 2009 to December 31, 2008. These decreases were not
offset by the 6.7% increase of broadband accesses to reach 0.4 million accesses at December 31, 2009 from 0.4 million accesses at December 31, 2008,

Colombian fixed business - Colombia Tel icaciones, S.A. ESP

QOperations

Telefonica Latin America conducts its Colombian fixed telephony business through Colombia Telecomunicaciones, S.A. ESP, or Colombia Telecom,
which is present in approximately §,000 municipalities in Colombia.
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Colombia Telecom had 2.2 million accesses at December 31, 2009, which represents a decrease of 22.6% from 2.8 million accesses at December 31, 2008,
primarily due to the decrease of 28.7% in fixed telephony accesses from December 31, 2008 to 1.6 million accesses at December 31, 2009, as a consequence of
intense competition and our decision to inactive cerfain dormant accounts from our base. Broadband d 6. 7“/- to 0.4 million accesses
at December 31, 2009 fiom Drecember 31, 2008,

Colombia Telecom also launched a pay TV product using sateflite technology at the beginning of 2007, allowing it to begin offering Trio bundles (voice,
broadband and pay TV). As of December 31, 2009, Colombia Telecom had 0.1 million pay TV accesses, a 10.6% decrease compared to December 31, 2008.

Colombia Telecom has a finance Jease agreement with PARAPAT. PARAPAT is the consortium which owns the tel ications assets and g
the pension funds for the entities which were predecessors to Colombia Telecom and regulates the operation of assets, goods and rights relating to the provision
of telecommunications services by Colombia Telecom. This finance lease agreement includes the lease of the telecommunications assets and the transfer of
these assets to Colombia Telecom once the Jast installment of the lease has been paid which, in accordance with the payment schedule, is expected 1o be in
2022,

Sales and marketing

In Colombia, Colombia Telecom uses a broad range of marketing channets, mcludmg television, radw billboards, telemarkeung, direct mail and Internet
advertising to market its products. Additionally, Colombia Telecom is ly pursuing a 2y 10 market p ion, by restructuring distrit
and commeunicatton channels, and by offering bundled products such as “Trio Telefonica™. Also, it restructured the 1 offer to gihen the quality

and quantity of television channels and improving broadband capability.

Compefition
Colombia Telecom’s principal competitors in the Colombian market are Telmex and ETB. Colombis Tel had an esti d market share i in Ille
Colombian fixed 1elephony market of approximately 22 4% at December 31, 2009 based on number of fixed telephony , down from app:

29.2% at December 31, 2008. This decrease was mainly driven by a loss of customers as a result of intense competition and our declsmn 1o inactivate centain
dormant accounts from our customer base.

Network and technolagy
Colombia Telecom continued ¢xpanding and upgrading the network to suppert a broader range of product and services in 2009

Colombian mebile business — Telefénica Méviles Colombia, 8. A.

Operations

At December 31, 2009 the Colombian mebile market had an estimated penetration rate of approximately 92.9%, an increase of 1.8 percentage points from
December 31, 2008,

Telefonica Latin America conduets its Colombian mobile business through Telefonica Méviles Colombia, $.A., or Telefénica Moviles Colombia, whose
customer base decreased by 10.0% from 10.0 million accesses at December 31, 2008 to 9.0 million accesses at December 31, 2009. At December 31, 2009,
approximately 19.6% of our mobile accesses in Colombia were contract mobile accesses, compared to 16.4% at December 31, 2008

il spnlt 8 SR
ARPU {in euros) 83 638 59

Traffic for 2009 increased 0.7% to 13,665 miltion minutes compared to 2008.
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ARPU was €5.9 in 2009 compared to €6.8 in 2008 (a decrease of 10.2% in local currency). The decrease in local carrency was largely due to a reduction
in interconnection tariffs and compatitive pressure on tanfTs.

Sales and marketing

Telefonica Méviles Colombia uses a broad range of marketing ch: 15, including television, radio, billboards, telemarketing, direct mail and Imemet
edvertising to market its producis,

In 2009, Telefénica Méviles Colombia implemented, in the contract segment, commercial promotions to i loyalty, and 1 hed new
tanfT plans focused on a single larfl to any destination with lower basic charges and other taniff plans with preferential on net prices fo attract
customers. Additionally, it launched the project “ T4 ferias™ (specific sales in ic areas of major cities) to improve commercial activity and to re-

position the “Mevistar™ brand.
Competition

Telefdnica Mdviles Colombia currently has two primary contpetiters in the Colombian market for mobile communications services: Comeel, which is
owned by América Mavil, and Colombia Mévil, who operates under the brand “Tigo” and is owned by Millicom.

Telefénica Mdviles Colombia’s estimated market share in the Colombian mabile market in terms of mobile accesses was approximately 21.3% at
December 31, 2009, down from approximately 24 5% at December 31, 2008.

Nefwork and technology

TDMA was switched off during 2008 and our CDMA network was working in 2009 The UMTS network experienced an increase in terms of coverage by
instatling 504 new GSM sites, accounting for a total of 2,573 sites installed and representing a coverage of 83% of the Colombian municipalities.

Central America

Telefénica Central America includes Panama, G la, El Salvador and Nicaragua. At the end of 2009, the mobile penetration rate of the Central
Amesican market, where we operate, was approximately $9.7%, which rep an i of approxi Iy 9.3 per ge points from December 31, 2008.

The following table presents, at the dates indicated, selected statistical data related 1o pur eperations in Central America.

Fix epliony accesses
Internet and data accesses

54253 6,151.6 62658

olal Accesses
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Telefonica Central América’s customer base increased by 1.8% from December 31, 2008 to 6.3 million accesses at December 31, 2009, mainly due to an
Increase in mobile accesses in 2009 compared to 2008, ’

Traffic decreased by 4.3% compared 1o 2008 to 6,368 million minutes in 2009, This decrease was due primarily to lower voice usage as customers
optimized their consumption.

ARPU was €5.9 in 2009 compared to €7.4 in 2008 {a decrease of 8.7% on a constant euro basis). The decrease on a constant euro basis was largely due to
lower consumption.

Ecuador

Eeuundorian mobile business — (ecel, S.A,

Operations

The Ecuadorian mobile pensiration rate reached approximately 92.8% at December 31, 2009, an i of approxi ly 12.2 p ge points from
December 31, 2008.

The following table presents, at the dates indicated, selecied siatistical data relating to our operations in Ecuador.

... Pre-pay accesses

Total accesses

‘Telefénica Latin America conducts its Ecuadorian mobile business through Qtecel, 8. A, or Otecel, which had a customer base of 3.8 million accesses at
December 31, 2009, an increase of 18.5% ifrom 3.2 million accesses at December 31, 2008. AtD ber 31, 2009, approxi ly 85.8% of our mobile

accesses in Ecuador were pre-pay mobile accesses, while approximately 14.2% were contract mobile accesses.

ARPU (in euros)
Traffic camied in 2009 increased by 33_7% to 3,744 million minutes compared to 2608 mainly due to the increase in the number of both pre-pay and
contract accesses.

ARPU was €6.8 in 2009 compared t0 €6.7 in 2008 (a decrease of 3.8% in local currency). The decrease in local currency was largely due to lower
consumption.

Sales and marketing
In Ecuador, Otecel uses a broad range of marketing channels, including television, radio, billboards, telemarkefing, direct mail and Internet advertising to

market their products. Tn Apnl 2009, Otecel launched “Total Plan™ for on-net calls for the contract segment. In the pre-pay segment, Otecel continued with
doubled and tripled
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recharges, along with the campaign “Multicelor™ for off-net calls. The marketing of mobile broadband and the service “push to talk” (Movitalk) were Jaunched
in June 2009 and September 2009 respectively.

Competition
Otecel cusrently has two primary competitors in market for mobile communications services in Ecuador, Porta {América Mévil) and Alegro.

Telefénica’s estimated market share in the Ecuadorian mobile market in terms of mobile accesses was approximaiely 28.4% at December 31, 2009, up
from approximatety 26.6% at December 31, 2008.

Network and fechnology

vecel operates both analog and digital networks. Iis digital network is based upon the GSM standard and CDMA dard. GSM hed 91.8%
of the tolal customer base, representing an increase of 8.7 percentage points from December 31, 2008.

Atento—Call Center Business

Atenio offers integrated telephone assistance services as well as sophisticzted cust Iationship services, such as the development and
impl ion of cust loyalty programs, telemarketing services and market research. In addition, Atentu rents ¢all centers and provides staff for such
centers to third parties. Atento has sought to diversify its client base and serves companies in the financial, consumer nnd energy sectors, as well as pubhc
ingtitutions. At December 31, 2009, Atento operated more than 100 call centers and had 132,256 ¢all cemer {in 15 ies on three
including Evrope (Spain and Czech Republic), America (Latin America) and Africa (Morocco).

Strategic Partoerships

Ching U/nicom

Since 2005, we have had a stake in China Unicom and its predecessor company. On September 6, 2009 we entered into a gic alliance agreement with
China Unicom, which provides for, among other areas for cooperation, joint procurement of infrastructure and client equipment, common development of
mobile service platfomns, joint provisions of service to multinational customers, roaming, research and development, sharing of best practices and technical,
operational and management know-how, joint development of strategic initiatives in the area of network evolution, joint participation in international alliances
and exch of senior 2 In furtherance of this strategic alliance we entered into a subscription agreement with China Unicom, pursuant to which
we increased our voting interest in the share capital of China Unicom ta 8.06% and China Unicom obtained 0.87% voting interest in our share capital in

October 2009,

Pursuant to the strategic alliance agr t tioned above, China Unicom has agreed to use its best endeavors 10 maintain a listing of all the issued
ordinary shares of China Unicom on the Hong Kong Stock Exchange. For so long as the strategic allisnce agreement with us is in effect, China Unicom shall
not (i) offer, issue or sell any significant number of its ordinary shares (including treasury shares), or any securities convertible into or other rights to subscribe
for or purchase a significant number of China Unicom’s ordinary shares {including treasury shares), to any current major competitor of Telefonica or (i)} make
any significant investment, directly or indirectly, in any current major competitor of Telefénica. We have made simitar undertakings.

The strategic alliance agréement between us and China Unicom terminates on Scptember 6, 2012 subject to automatic annual renewal, subject to either
party’s right to terminate on six months’ notice. Also, the strategic alliance agreement may be terminated by China Unicom if our shareholding in China
Unicom dreps below 5% of its issued share capital or if China Unjcom’s shareholding in us drops below 0.5% of our issucd share capital. In addition, the
sirategic alliance agreement is subject to termination in the event either party is in default and automatically terminates on a change in control of China

Unicom.
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As of the date of this Annuat Report, and after the capital reduction carried out by China Unicom, we hold shares representing 8.37% of China Unicom’s
voting share capital and the right to appoint 2 member to its board of directors.

Portugal Telecom

At December 31, 2007, we held an 8.32% effective interest in Portugal Telecom (or 9. 16% if shares held by Portugal Telecom in treasury are not counted
as outstanding), our joint venture partner in Brazil.

In December 2008, Portugal Telecom bought back and cancelled 46,082,577 shares in line with its shace buyback program. This raised our direct and
indirect ownership interest to 10.48%. In accordance with Portuguese securities regulation, which require us to dispose of any shares which bring our
ownership stake aver 10%, we sold 4,264,394 shares of Portugal Telecom, thereby lowering our stake o 10%. Qur effective sharchelding in Portugal Telecom
at December 31, 2009 was 9 86%.

Within the framework of our business cooperation with Portugal Telecom, we provide mobile services in Brazil (through Brasilcel, in which we hold a
50% interest and share management responsibilities with Portugal Telecom, under the brand name “Vivo™).

Fer more information on these joint ventures, please see “—Telefénica Latin America—Brazil—Brazil mobile business™ above.

In addition, Telefonica Spain provided mobile services in Morocco through Medi Telecom, a Moroccan company in which Telefénica Méviles Espana
betd a 32.18% interest and shared management responsibilities with Portugal Telecom. On August 31, 2009, we agreed to sell our 312.18% stake in Medi
Telecom, 1ogether with its outstanding shareholder loans, to our local partmers for total cash consideration of €400 million. This transaction ¢losed on
December 31, 2009,

Telecom Italia

Through a series of t iong from 2007 through 2009, we acquired an indirect holding of 10.49% in the voting shares of Telecom [talia (7.21% of the
dividend rights) through our holdings in Telco. The Telecom Italia group is principally engaged in the communications sector and, particularly, in telephone
and data services on fixed lines for final and wholesale customers, in the development of fiber optic netwaorks for wholesale customers in the provision of
broadhand services and Interne1 services, in d tic and international mobile tel ications (especially in Brazil), in the television sector using both
analog and digital termestrial technology and in the office products sector. Telecom ltalia operates primarily in Europe, the Mediterranean basin and in South
America.

For mere informaticn, please se¢ “Ttem 4. Information on the Company —History and Development of the Company—Recent Developments™, “Item 5.
Operating and Financial Review and Prospects -—Operating Results—Signi ficant Factors Affecting the Comparability of our Results of Operations in the
Period Under Review™ and “ltem 10 Additionat Information—Material Contracts”. Telco, through which we hold our siake in Telecom Italia, is included in
our consolidated financial statements using the equity method.

Regulation

1

As a telecommunications operator, we are subject to sector-specific tions regulations, general competition taw and a variety of other
regulations. The extent to which telecommunications regulations apply 1o us depends largely on the nature of our activities in a parlicular country, with
waditional fixed tetephony services usually subject 1o more extensive regulaiions, which can have a direct and material effect on our business areas, particularly
in countiries that favor regulatory intervention.

To operate our networks, we must obtain general authorizations, concessions or licenses from national regulatory authorities, or NRAs, in those countries

in which we operate. Licensing procedures also apply to our mobile operations with respect 10 radio frequencies. The duration of any pnmculm license or
spectrum right depends on the legal framework in the relevant country.
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Electronic Communication Regulation in the EU

The EU legal framework for electronic communications services has been developed with the aim of reinforcing the liberalization of the market and
imptoving the functioning of the ELJ inlernal market for telecommunications networks and services, which culminated in the adoption of the 2002 EU

regulatory framework for electronic communications sector (the “EU Fr k"). Such regulatory framework has been subsequently modified in order to
take into account technological changes through the adoption of certain new rules by the European Parliament and the Council during the end of 2009. On
December 18, 2009 Regulation 1211/2009/EC was published, establishing the fi ork for the ion of a European regulatory body for the

telecommusications industry. The Directive of Better Regulation (Directive 2009/136/EC), which was also published on the same date, modifies the following
directives: (i} Directive 2002/21/EC of 7 March 2002 on a common regulatory framewaork for electronic communications networks and service (“Framework
Directive™); (ii) Directive 2002/20/EC of the European Parliament and of the Council of 7 March 2002 on the authorization of electronic communications
networks and services (“Authorization Directive”); (ili) Directive 2002/19/EC of the European Parliament and of the Council of 7 March 2002 on access 1o,
and interconnection of, electronic communications networks and associated facilities (“Access Directive™),

The passage and subsequent publication on December 18, 2009 of Directive 2009/140/EC, on citizens’ rights ("Cilizens’ Rights Directive”) modifies
Directive 2002/22/EC of the European Parliament and of the Coungil of 7 March 2002 on universal service and users’ rights relating to electronic
communications networks and services (“Universal Service Directive”) and the ¢-Privacy Directive (2002/58/EC) (the “e-Privecy Directive™) complements and
supplements the more general provisions of the Data Protection Directive in the area of ¢} ic communications, It provides for basic obligations to ensure
the security and confidentiality of communications over EU electronic communications networks and gives consumers a set of tools 1o protect their privacy and
personal data. These Directives set forth the main principles and procedures that NRA s should follow with respect Lo regulation for the provision of electronic
communications services. The EU Framework establishes an authorization regime containing measures 10 ensure the universal provision of basic services to
consumers and sets out the terms on which providers may access each other’s networks and services.

In 2006, the European Union established a new regulation regarding retention of electronic communications data in order to ensure that electronic
communication data are available for the purpose of the investigation, detection and prosecution of serious crimes. These data retention rules set minimum
standards for the type of data to be retained and the retention period. The initial impact of this new regulation is estimated to be significant, although it wilk

depend on the requi ts established at the national level and the extent to which operatots will be compensated for the costs associated with its
imph ion. Some European counlries, such as Spain and Germany, have already adopted the new regulation at the national level. In Spain, operators shall
retain data from their pre-pay customers and extend the data retentien period. In Genmany the impl tation of such regulations has been legally challenged

for constitutional reasons and until a decision is made, it will not be applicable. For further information regarding the matters discussed above and other aspects
of the regulatory risks derived from the new regulation, see “Item 3. Key Information—Rigk Factors—Risks related to our business”,

Notably, the EU Framewaork also harmonizes the rules for deciding when regulation may be imposed on electronic commuaications providers. In
particular, it provides that electronic communications providers can generally only be subject to specific regulation in markets in which they have “significant
market power”, or SMP. The concept of SMP, for these purposes, has been aligned to the competition law concept of dominance, which essentialty means a
market position which allows a pany to act independently of customers, suppliers and competitors.

Accordingly, the Eurapean Commission has identified in & Recc dation a list of relevant markeis whose conditions may justify the application of ex
ante specific regutation. The Recommendation was published on February 2003 and it has been modified by another Recommendation published in December
2007, which reduces the relevant markets from 18 to seven. In order to determine whether a company has SMP in any of the markets identified in the
Recommendations, NRAs must conduct a market analysis for the relevant market. When an NRA delermines a company has SMP in a relevant market, that
NRA must impose at least one obligation relating (o price control, transparency, non-discrimination, accounling separation er access obligations.
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Regulation with respect 1o voice roaming tariffs in the EU entered into force on June 30, 2007. The regulation inreduces a maximum level for the charges
that operators may levy at wholesale level as well as maximum retail ceilings (referred to “Eurotarff™) for making and receiving calls while roaming in the
EU. in 2009 Regulation $44/2009 was also adopted, which extended taniff regulation through 2012 and alse extended the scope of the previous roaming
regulation ta cover SMS and data services. The wholesale tariff price cap has been set at €026 per minute {excluding VAT) from July 2009 and will continue
to decrease to €0,22 and €0.18 from July 2010 and from July 2011, respectively. The retail tariff price cap (excluding VAT) has been set at €0.43 per minute
for making a call and €0.19 per minute for receiving a call from July 2009, and these prices will continue to decrease for making a call to €0.39 and €0.35, and
for receiving a call 1o €0.15 and €0.11 from July 2010 and from July 2011, respectively. In addition, the new l d abovc limits the price for
sending a text message for wholesale and for customers roaming within !he EU at €0.04 and at €0. 11 pectively. M , the bjects the cost
of data transfers to a maximum wholesale cap of €1 00 per megabyte downloaded from August 2009, This cap will be reduced to €0.80 from July 2010 and to
€0.50 from July 2011. Receiving an SMS in another EU country will remain free of charge. The new rules will also require that operators protect consumers
from “bill shocks” by introducing a tui-off mechanism once a ’s bill reaches €50 (unless a customer chose ancther cut-off limit). This cut-off’
mechanism, along with per second billing after the first 36 seconds for calls made and immediately for calls received must be implemented by March 31, 2010,

In addition, the Europesn Parliament and the Council approved Directive 372/8%EC amending Council Directive 87/372/EEC on the frequency band 900
MHz in order to allow the use of such band by systems capable of providing €lectronic communication services not limited to GSM. Finally, the Commission
also adopied a Recommendation on termination rates for mobile and fixed networks.

EU Competition Law
The EU’s competition rules have the force of law in EU Member States and are, therefore, applicable to our operations in EUY Member States.
The EC Treaty prohibits “concented practices™ and all agreements for undertakings that may affect trade between Member States and which restrict, or are

intended to restrict, competition within the EU. It also prohibits any abuse of a dominant competitive position within the common market of the EU, or any
substantial part of it, that may affect rade between Member States.

The EU Merger Regulation requires that all mergers, acquisitions and joint inveolving participant: ing certain tumover thresholds be
submitted to the EU Commission for review, rather than 10 the national competition authorities. Under the ded EU Merger Regulation, market
[, ions will be prohibited if they significantly impede effective competition in the EU market. European C ission and the EU Competition

Commissioner are granted the authority to apply the European Competition framewaork,

Similar competition rules are set forth in each EU Member State’s legislation and are enforced by each of their national competition authorities, or
NCAs. All European countries where we have activities and referred to below are Member S1ates of the EU.
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Telefénica Spain
Spain
General regulatory framework
The legal framework for the regulation of the telecommunications sector in Spain is principally governed by the General Telecommunications Law
(32/2003) and scveral Royal Decrees. The General Telecommunications Law, among, other things, sets forth rules regarding the new system of notification for
elecironic communications services, establishes the terms by which operators interconnect their networks, defines the universal service provision regime and

subjects providers with SMP in particular telecommunications markets to specific obligations.

Regulatory supervision

The Telecommunications Market Commission, or the CMT, is the NRA responsite for regulating the tel ications and audiovisual service
markets in Spain. The CMT supervises the specific obligations imposed on operators in the telecommunications market, and it has the requisite power to
enforce its decisions whenever necessary.

The Framewaork Directive requires that NRAs have the power 10 issue binding decisions to resolve disputes arising in connection with obligations imposed
vnder the regulatory framework

The Spanish regulatory framework explicitly acknowledges the right for third parties who are affected by a Spanish NRA decision to challenge this
decision hefore the appeal body.

Licenses and concessions

Pursuant to the EU Framework, parties intending 10 operate a telecommunications network or engage in the provision of electronic communication
services must notify the CMT prior to commencing such activity. The CMT will register the telecommunications eperator in the Public Operator
Registry. Every three years, operators must nolify the CMT of their intention to continue offering electronic communications services or operating
telecommunications networks,

Concessions 10 use spectrum are awarded on a non-discriminatory basis by way of a competitive procedure. Telefénica Mdviles Espafa is entitled to
provide mobile services on several spectrum bands. Our main concessions are:

Period

Duration

oty 24,

: ¥
Apnl 18, 2020 10 years

!
20 years

Telefonica Méviles Espaiia has obtained the extension of the GSM 900 right of use unil February 3, 2015.
Market analysis
In accordance with the EU Framework, the CMT should identify those markets which lack effective competition, in which case it would impose specific

obligatiens upon operators with SMP, During 2008, the CMT conducted a second reund of market analyses to determing which operators have SMP in which
markeis, the results of which are described below.
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Fixed markets
Retail access 1o the public telephone netwark af a fixed location marker; Rewail market for calls at a fixed location and Retail lease lines market
In March 2006, and following a market analysis, the CMT concfuded that Telefonica de Espatia is an operator with SMF in the provision of retail access to
the public telephone network service at a fixed location market. As an SMP operator, Telefonica de Espafia has certain specific obligations and is subject to
cerlain restrictions, the most relevant of which are maximum price caps for installation and monthly fees. Telefonica de Espafia also has obligations regarding

carrier selection, cost accounting and accounting separation,

With respect 1o the retail market for calls at a fixed location marked, on December 12, 2008, the CMT has determined that this market is competitive and,
thus, it has resolved te withdraw all obligations imposed on Telefonica de Espaiia with respect to such market.

I 2006, the CMT identified Telefonica de Espaiia as an operator with SMP in the retail lease lines market, and imposed, among other obligations, the duty
to provide access to a minimum set of lease lines under price conlroks.

Wholesale fixed call origination market

A ddms oot

On March 22, 2007, the CMT adopled new regutations concerning call origination on the wholesale fixed call origination market, i
obligattons for Telefonica de Espaiia to prowde wholesale access to its fixed network to other operators, allowing competitors to use its networks to provide
access services and other associated services to their customers.

In December 2008, the CMT concluded that Telefonica de Espaiia is an operator with SMP in this maﬂcel and it has requested that Telefonica de Espana
offer wholesale service to assist other operators in offering IP telephony services and prxmde. transy ion of migration to Next G
Netwaorks, or NGN, centrals, which implies the provision of broad information to competitors about network evolution,

Fixed call termination market on individwal networks

A an aperator with SMP in fixed call termination market on individual networks, Felefonica de Espaiia is required to submit an “Interconnection
Reference Offer {(OTR)" outlining the terms and conditions under which it will interconnect with other operators.

In December 2008, the CMT concluded that Telefonica de Espada is an cperator with SMP in this market. The CMT maintained its obligations for
Telefénica de Espaiia to submit an Interconnection Reference Offer (OIR). The CMT also added the obligation that Telefonica de Espaila provide transparent
information with respect to migration 10 NGN centrals, which implies the provision of broad information to competitors about network evolution.

Mobile market

Mobile voice cail termination

In September 2006, the CMT established a progressive reduction schedule for mobile termination rates (the “glide path™) from October 2006 to September
2009. In July 2009, the CMT established a new glide path for mobile voice call termination rates with an objective price of €0.04 per minute by April 2012,
through which the mobile voice call termination rates of the four Spanish mobile operators will converge by 2012.

In December 2008, Teleftnica Mdviles Espaiia was again identified by the CMT as an operator with SMP in mobile voice call terminaticn on individual

maobile networks, and therefore continues to be subject to the obligations already imposed on it by the CMT and as well as the additional obligation to charge
for seconds of usage according to a single termination price established by the CMT.
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Mobile voice call origination

MVNOs are mobile operators that are not entitled to use spectrum for the provision of mobile services. Consequently, they must reach an access agreement
with a mobile network operator in order to provide mobile access to their customers

On Febmary 2, 2006, the CMT established that mobile network operators collectively hotd a dominant position in the mobile access and voice call
origination market. Maobile operators are, therefore, obliged to negotiate reasonable access to their network upen request from an MVNO, charging reasonable
prices for access services provided. MVNOs and mobile operators negotiate an access agreement on a commercial basis. If parties are unable to reach an
agreement independently, the CMT may intervene to resolve the dispute.

Wholesale (physical) network infrasiructures access

Tn January 2009, the CMT concluded that Telefonica de Espaia is an operator with SMP in the wholesale (physical) network infrastnictures access market,
and imposed the following obligatdens on Telefonica de Espafia: access to full and shared unbundled access to copper loops, sub-loops and ducts, cost oriented
tariffs and accounting separation, ransparency and non-discrimination obligations including an “Unbundling Reference Offer” and a “Ducts Reference
Offer”. InFebruary 2008, the CMT imposed similar obligations with respect to vertical access to buildings.

Wholesale broadband access
In January 2002, the CMT identified Telefénica de Espafia s an operator with SMP in the wholesale broadband access markel, and consequently the CMT
hag imposed on Telefénica de Espaiia the obligation to provide wholesale broadband access service until 30 Mbps to other operators in copper and fiber

infrastructure . The CMT also obliges Telefonica de Espaia to publish a wholesale broadband access refereace offer, provide cost-oriented tariffs and
accounting separation, non-disceimination in network access and to communicate broadband retail changes in services prior to offering them in the market.

Universal service obligations

The General Tel ications Law oullines provisions to ensure that certain basic telecommunications services are guaranteed to all Spanish citizens.

Universal service is defined, under the law, as a set of communication services guaraniced 10 all end users, irmespective of their geographic location, of a
determined quality and at an affordable price. Universal service ensures that all citizens receive a connection to the fixed line public network and network
services, a telephone directory service, a sufficient number of public teleph and functional J access. Additional provisions are included under the
scope of universal service obligation, or USO, in order to ensure that users with disabilitics and special social ngeds, including those with low incomes, have
aceess to the services enjoyed by the majority of users.

In December 2008, following applications by three operators, Telefonica de Espaita was awarded a tender for the provision of directory enquiry services
for a peried of three years and it has also been designated for the provision of the remaining universal service elements for a period of two years by virtue of
Order [TC/3808/2008.

To finance the USO, the General Telecommunications Law stipulates that the CMT must determine whether the net cost to provide universal service
implies an unfair burden for the operaters. On September 2008, the CMT published a resolution which established net cost of USO for the years 2003, 2004
and 2005, the obligation of operators to contribute to USQ funding and the amount of contributions these operators must make. Puring 2009, the CMT
esiablished the net cost of USQ for the years 2006 and 2007

Protection of consiimers

On December 29, 2006, Law 44/2006 regarding the protection of consumers and users was approved. Under this law, users may only be charged for
services actually used. Consequently, operalors can onfy charge for the exact seconds of usage. Om May 22, 2009 a set of User’s Rights was adopted through
secondary legislation and it
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constitutes a holistic approach to users’ rights. Most of the content has been extracted from the General Telecommunications Law 32/2003 {LGT), Royal
Decree 424/2005 of Aprit 15, 2005 (RSU) and Order ITC/912/2006 (Quality Order).

Service quality

On March 29, 2006, a regulaunn was approved which cslﬂbllshed certain quallty of service, or QoS obligations for electronic communications service
providers such as including service level ag , or SLAs, in etectronic communication retail contracts. This regulation also mqulres

operaters to provide adequate information tu customers in relation 1o service quality levels and detailed billing disch to 3. Additionally, a
standardized process for billing eustomers has been implemented under this regulation.
Data fon for law enffo ¢ purposes
The 2006 Directive 2006/24/EC of the European Parliament and of the Council on the retention of dala g dorp d in ion with the
prowsmn of publicly available clectronic communications services or of public communications netwarks (“Data Retention Directive™) was mcorporntcd into
ish legislation on N ber 9, 2007 Electronic communications operators are obliged to ensure the ion of data on ¢l fora
pcnud of twelve months.
Additionally, Spain has implemented a register of pre-pay mobile customers in conjunction with these requi . Existing pre-pay customers have a

period of two years for the registration since the law entered into force and the new clients must be registered immediately.
Public Broadcasting TV funding mechanism

In August 2009, the Spanish Parliament approved a new funding policy for public television, Radio Televisién Espaiiola (“RTVE™), which includes the
discontinuation of zdveriising on public television. The new law includes a tax on telecommunications companies and television stations to help fund the
phasing out of advertising on RTVE.

The new law applies a tax of 0.5% on the gross revenue of teleco ication ies providing audiovisual services in Spain and 3.0% in the case of
regular TV broadcasters. Pay television stations will pay 1.5% of their gross revenue. Both the Spanish regulator and competition authority have guestioned
the legality of this fundmg mechanism in light of the national and European regulatory framework, The EU Directorate General nfCompclmon has already
opened an investigation to determine whether such fundi illegal state aid. Without prejudice 1o the state aid investigation imitiated in
D ber 2009, the European Commission sent on March 18, 2010 a formal request for information to the Spanish government over the new charge imposed
on telecommunications operators to offset the discontinuation of advertising on RTVE. The Commission is d that this administrative charge, based on
authorized eperators’ pross revenue, may be incompatible with EU lavw since it does not appear to be related to costs anising from regulatory supexvision. The
Commission’s position takes the form of a “letter of formal notice under EU mfnngement pmcedures" and provides the Spanish government with a two-month
penod toreply. If no reply is recewed or if the response of the Spanish government is not satisfactory, the C ion may issue a “reasoned opinion” under
EUi 1 procedures req g the Spanish government to amend its legislation to ensure full cnmpllunce with EU rules.

Telefonica Europe
United Kingdom
The EU Regulatory Framework was implemented in the United Kingdom by the Communications Act in 2003 Under this act, responsibility for the

regulation of ¢lectronic communications networks and services rests with the Office of Communications, or Ofcom.
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Licenses and concessions

Telefonica 02 UK has provided GSM services since July 1924, Its GSM license is of indefinite duration (GSM 900: 2 x 17.4 MHz and GSM 1800: 2 x
5.8 MHz). In April 2000 Telefonica O2 UK was awarded a UMTS license, which expires on December 31, 2021 (2 x 10 MHz + 5 MHz).

The license can be surrendered by the operator at any time. However, Ofcom can only revoke the license if the licensee does not pay its fees, there has
been a breach of the license or for reasons related to the management of the radio spectrum, provided that in such case the power 1o revoke may only be
exercised after one year’s notice is given in writing and afier Ofcom has considered any pertinent factors. The UK government may also revoke the license for
national security reasons or in order to comply with the United Kingdom's EU or other international obligations.

In February 2009, Ofcom published a censultation document setting out Ofcem’s proposal to require Vadafone and Telefénica 02 UK to release 2 x 2.3
MHz (each) of 900 MHz spectrum currently held to allow a third operator to have access. Ofcom’s consultation also proposed that all 900 MHz and 1500
MHz licenses be enabled for UMTS services in line with the revisions to the GSM Directive, which must be implemented in the United Kingdom by May 9,
2010. Ofcom’s consultation has subsequently been superseded by the UK Government's “Digital Britain” process.

In June 2009, the UK government published the “Digital Britain” final report, in which it proposed to issue a Direction to Ofcom to convert UMTS
licenses, which currently expire in 2021, to indefinite licenses, subject to a yearly fee to be charged beyend the end of the carrent term.

Following the Digital Britain final report dated June 2009 and subsequent consultation by the UK government’s Depariment for Business, Innovation and
Skills (BIS), BIS published in October 2009 a drafl S1atwtory Instrument (“Draft ST*) which provided for the Secretary of State to direct Ofcom to liberalize the
900 MHz and 1300 MHz bands in the hands of the existing licensees, including Telefonica. The Draft SI proposed that Ofcom be directed to include certain
wholesale access obligations into the varied 900 MHz licenses. The Draft SE also proposed that Ofcom be directed to convert the UMTS licenses, which
currently expire in 2021, to indefinite licenses subject 10 revised retail service obligations and subject to a yearly fee, to be charged beyond the end of the
current term.

Future spectrum

In June 2009, Ofcom withdrew its decision fo auction the 2600 MHz band in light of the govemment’s Digital Britain proposals (see sbove). Asa
condition of merger control clearance under the EU Merger Regulation for the Joint Venture between T-Mobile UK and Orange UK, the merging parties have
committed to divest 2x15 MHz of spectrum in the 1806 MHz band.

Under the terms of the Draft S], the Secretary of State will direct Ofcom to hold 2 Combined Auction of spectrum in the 800 MHz (2x30 MHz in six 2x5
MHz lots) and 2600 MHz bands {2x70 MHz of FDD spectrum in seven lots of 2x10 MHz). Qfcom will be also directed 1o auction 50 MHz of TDD 2600 MHz
spectrum in one Lot as soon as possible in advance of the Combined Auction. A future consultation on a combined %00 MHz/2600 MHz auction is
awaited. The Draft Sl includes provisions on the eligibility requirements for avctioned spectrum (including caps on the amount of spectium held by any single
party) and retail service / wholesale access obligations for certain lots of spectrum. Parties will have the ability to relinguish existing spectrum holdings in the
200 MHz and 1800 MHz bands and this spectrum will be auctioned in the Combined Auction.

Market reviews

On March 27, 2007, Ofcom published the charge controls to which mobile operators are subject for the provision of mobile call termination services from
Apnl 1, 2007 until March 31, 2611. The charge control requires that Telefénica 02 UK's average termination charges should be reduced to 5.1 pence per
minute (at 2006-2007 prices) by the final year of the charge control peried, and that the reduction should be implemented in four equal steps across the four
years. Ofcom’s decision imposing the price controls was appealed by British Telecommunications plc and Huichison 3G UK Limited and, parsuant to those
appeals, the UK Competition
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Commission reduced the level of the price cap to 4.0 pence per minute (at 2006-2007 prices) by the final year of the charge contrel period.
Germany

The EU Regulatory Framework was |mplcmcmed in Germany at the end of Iune 2004 by the Telccommumullons Act. Responsibility for regulation of

electronic communicatiors networks and services rests with the tel reg ) , of BNetzA.

Licenses and concessions

Telefonica 02 Germany was awarded a GSM license for 1800 MHz spectrum in October 1998, and in February 2007 Telefonica 02 Germany was
awarded 900 MHz GSM spectrum for GSM use. Accordingly, Telefonica 02 Germany is now licensed 1o use GSM900 2 x 5 MHz and GSM 1800: 2 x 17.4
MHz, The GSM license expires on December 31, 2016,

Under Section 58 VIII TKG (the "German Telecommunications Act”) frequency assignments are limited in time, although a renewal or extension of the
term is possible. The federal network agency has not yet decided on the conditions for r ing the frequency asﬂgnmems However, before ﬂplranon, we
expect there to be a public heaning, and for BMeizA to set oul its approach to renewal, including the terms on which the li will be ded (pricing,
technology neutrality, etc.).

In August 2000, Telefonica 02 Germany was awarded a UMTS license, which expires on December 31, 2020 (2 x 9.9 MHz).
Market reviews

In August 2005, BNetzA completed its review of voice call termination on individual mobile networks and concluded that, as an operator with SMP, the
charges Telefénica 02 Germany made to other operators for terminating calls on Telefénica 02 Germany network had to be reduced, requiring Telefénica 02
Germany 16 lower its call termination charges from €1.24 per minute 1o €0.594 per minute. In 2007, Telefénica 02 Germany was required to reduce further its
termination charges from €0.994 per minute to €0.880 per minute. Telefdnica ()2 Germany has brought legal challenges against BNetzA's 2006 and 2007
decision that Telefonica O2 Germany has significant market power and against the imposition of regulatory remedies. The Federal Administrative Court, as
the highest level of appeal, confirmed all regulatory remedies meaning that the price controls stay in force for all mobile operators. Al four Germuan mobile
operators filed a Constitutional Complainl in ordes 10 challenge the decision regarding significant market power. All other actions {regarding the amount of
MTRs) are pending and a decision by the Constitutional Court is expected in the first or second quarter of 2010. The new market analysis of BNetzA in 2008
again concluded that all mobile network operators have SMP, and the decision on remedies does not contain changes in comparison to 2006. This 2008
decigion has alse been challenged by Telefonica 02 Germany.

In March 31, 2009 and as of April 1, 2009, BNetzA approved MTR for Telefonica 02 Germany at €0.714 per minute for a period of 20 months (until
November 30, 2010).

Spectrum

BNeizA decided in February 2006 that Telefénica O2 Germany may use GSM 900 spectrum in exchange for GSM 1800 spedirum. This decision is under
the condilion that Telefonica 02 Germany provides access to spectrum to German Railways if it is necessary for the European Train Control System
(ETCS). Telefénica O2 Germany took legal action againsi this condition. In the meantime, this condition was repealed by BNetzA in April 2009, 2nd
therefore, Telefonica O2 Germany declared the case as settled. However, German Railways, Airdata and Inquam (providers of local netwarks) appealed the
decision. All cases have been dismissed in the firsti in Dy ber 2007 and each party appealed its decision. In the German Railweys case, the Higher
Administrative Court dismissed the appeal of German Railways on September 16, 2009. German Railways did not appeal this decision at the Federal
Administrative Court, and the decision is legally binding. In the Airdata case, the appeal to the Higher Administrative Conrt has been dismissed. Airdatais
now appealing at the Federal Administrative Court. The case
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is still open_ In the Inquam case, the Administrative Court dismissed the ¢laim of Inquam on October 21, 2009, and the decision is legally binding with no
further challenge possible.

In October 2009, BNetzA decided to auction mobile spectrum at 2.6 GHz (70 MHz FDD / 50 MHz TDD ) together with available spectrum at 2.1 GHz
(19,8 MHz FDD [ex. Mobilcom + QUAM)] /19.2 MHz TDD) and 1.8 GHz (10 MHz FDD [ex. C, + eplus]) and 800 MHz (Digital Dividend). In the 800 MHz
range, & bandwidih of 30 MHz paired spectrum will be auctioned off in six blocks of 5 MHz. The decision was published on O¢tober 21, 2009, BNetzA has
separated the refarming and auction in two procedures. Spectrum redistribution is not included in the refarming process. A spectrum cap of 2x20 MHz for
specarum below 1 GHz has been implemented. In favor of the D-Net-Operators, the spectrum cap has been rounded up 10 22.4 MHz (for T-Mobile and
Vodafone only). Telefénica Q2 Germany filed a claim against that decision on November 18, 2009. The Administrative Court of Cologne decided on March
17, 2009 to dismiss the claims of Telefénica 02, Eplus and Airdaia against BNetzA’s decision reparding the design of the upcoming frequency
auction. Appeal to the next instance at the Federal Administrative Courl is allowed within one month period. The appeal is currentty being considered by the
parties. Nevertheless, Telefénica 02 Germany submined an application for panicipation at the auction. The auction is most likely to start on April 12, 2010.
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Crech Republic
The EU Regulatory Framework was implemented in the Czech Republic in 2005 by the Electronic Communications Act. R ibility for lation of

electronic communications networks and services rests with the Czech Tetecommunication Office, or CTO. Governmental lespnnmblluy for the area of
¢lectronic communications lies with the Ministry of Industry and Trade.

Several changes occurred in the Jegal envirenment of the electronic communications market in the Czech Republic in 2007. Act No. 127/2005 Cofl. on
electronic communications and on amendment of related laws was amended in respect of provisioning special price plans to the disabled as pan of universal
servicg and radio and television broadcasting. Furthermore, an amendment to the act on radio and television broadcasting was passed, primarily to unblock the
transition to tervestrial digital broadcasting, n 2008, another ariiendment to the Act No. 127/2005 Coll for the implementation of Directive 2006/24/EC (Data
Retention Dirvective) and the Regulation (EC) No 717/2007 on roaming on public mobile communications networks within the Community.

Licenses and concessions

Telefonica 02 Czech Republic performs communication activities under the Electronic Commaunications Act based on a notification to and a certificate
from the CTO number 516 as amended by later changes numbers 61641, 516/2 and $16/3.

Mobile segment

Telefénica (2 Czech Republic provides mobile ¢lectronic communications services in the 900 and 1800 MHz frequency bands under the GSM standard
on the basis of radio frequency assignment from CTO valid until February 7, 2018; in the 2100 MHz frequency band under the UMTS standard on the basis of
radio frequency assignment from CTO valid uatil January 1, 2022; and in the 450 MHz frequency band using CDMA 2000 (Code Division Multiple Access, or
CDMA) technology on the basis of radio fiequency assignment from CTO valid until February 7, 2011.

in March 2009 CTO conducted a tender for 32 free channels in the former E-GSM band with participation of Telefénica 02 Czech Republic, T-Mobile
and Vodafone. These 32 free channels were divided according to the conditions of the tender as follows:

» Telefonica 02 Czech Republic - 7 channels
+ T-Mabile - 6 channels
»  Vodafone - 19 channels.

Telefénica 02 Czech Republic was awarded the seven channels in June 2009 with the same conditions as former GSM900 allotment (including date of
expiration). The fee for Telefanica 02 Czech Republic's seven channels was CZK 29,654,000.

Market reviews

In accordance with the market analyses perfermed by the CTO, Telefénica O2 Czech Republic was desugnat:d an SMP enmy in 12 Czech markets, both
retail and wholesale. The CTO started a second round of market analysis in 2007, Tn di with reviewed C dation on rel
product and service markets from December 2007, CTO decreased the number of markets susceptible to ex #nte regulation fmm 18 to seven {one Tetail and six
wholesale). Regulatory obligations on the remaining markets were withdrawn in 2008 and 2009, Telefonica 02 Czech Republic was designated 45 an SMP on
the wholesale hzoadband market in 2009. Market reviews of the remaining six relevant markets are in the final phase, and the CTO proposes to designate
Telefonica 02 Czech Republic as SMP operator in all of them.
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Prices and tariffs

In April 2006, price regulations for access at a fixed point to the telephone network and for calls in the fixed network were abolished. Subsequent analyses
of the relevant markets showed that no fusther price regulation was necessary. Additionally, provision of access at & fixed location was 1aken out of the scope

of universal service in 2006. Besides the absence of price controls at the retail level, CTO also refrained from price controls on the wholesale broadband
market during both market reviews it has conducted .

Slovakia

Telefénica 02 Slovakia performs electronic communication aclivities under Act Ne. 610/2003 Coll., the El ic C ications Act, (as ded)
and General Authorization (as amended) issued by the Slovak NRA (the Telecommunications Office of Slovak Republic) based on a notification, as well as a
number of allocation certificates issued by the NRA. .

Responsibility for regulation of electronic communications networks and services rests with the Telecommunication Office of Slovakia. Governmental
responsibility for the area of elecironic commumications lies with the Ministry of Transport, Post and Telecommunications of Slovakia.

Licenses and concessions

On September 7, 2006, Telefonica Q2 Slevakia was granted a license to provide electronic communications services by the means of the public electronic
communications network using the GSM and UMTS maobile telephone network standards and became a third mebile operator in Slovakia after 10 years of
duopoly of two original mobile operators. The license has been granted for 20 years and expires in September 2026. The commercial operations were
launched on February 2, 2007

Market analysis

In accordance with the market review performed by the NRA, Telefénica O2 Slovakia has been designated an SMP operator on the wholesale mobile
termination market, the only regulated mobile market in Slovakia. Wholesale tennination price regulation is effective from August 2009, and since February
2010 the wholesale termination price regulation is based on the EU benchmarking methodology. From September 2009, Telefénica O2 Slovakis as a new
entrant and market challenger also benefits from a shorter mobite number portability process, a maximum length of which was s¢1 by the regulator to five
working days. No retail price regulstion is applicable in Slovakia.

Future mobile spectrum
A tender for 2.6 GHz frequencies, with potential of subsequent long-term operation, is expected during the first hatf of 2011
Ireland
In Irctand responsibility for the regulation of electronic communications networks and services rests with the Ce ission for Co ication
Repulation, or ComReg. The main tegislation under which Telefénica Q2 Irelend operates includes: the Wireless Telegraphy Act 1926, as amended, (45 of

1926), Post and Telecommunications Services Act 1983 as amended, (24 of 1983),Communications Regulation Acts 2002 (20 of 2002} and 2007 (22 of 2007),
3G Mobile Telephony Licensing Regulations (340 of 2003) and GSM Mobile Telephony Licensing Regulations {339 of 2003).

Licenses and concessions
Telefénica 02 Ireland has provided GSM services since March 1997 after having been awarded a license in May §996. Tts GSM900 license has a duration

of 15 years (GSM900: 2 x 7.2 MHz) from 1996. In 2000 it was awarded an additional GSM 1800 license (2 x 14.4 MHz), which also has a term of 15
years. In October 2002 Telefonica 02 Irgland was granted a UMTS license, which has duration of 20 years (2 x 15 MHz + 5 MHz).
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The license can be surrendered by the operator at any time. However, ComReg can only revoke the license before its expiration date if the licensee does
not pay its fees or if there has been a substantial breach of the terms of the license.

‘The Minister for Communicati Energy and Naturg] Resources may also revoke the license for national security reasons, or in order to comply with EU
or other intemational obligations.

Future mobile spectrum

In March 2008, ComReg published a draft strategy document for specirum management during the period from 2008 through 2610. ComReg has
published three consultation documents in a process to decide the future licenses in the 900 MHz band. At present, ComReg is proposing to auction all of the
spectrum in this band in 2010, ComReg has also begun a consultation process to determine how 10 allocate spectrum in the 2.3 GHz band, and a coasultation is
expected in 2010 to determine the approach to assignment of the 2.6 GHz band (3G expansion band). ComReg is in favor of licensing the 800 MHz band
(Digital Dividend), however, the timing for this is dependent on the government finalizing a date for anaiogue TV switch-over.

Market reviews

Telefonica 02 Ireland has been found to have SMP in the market for mobile temmination. ComReg has previously decided to forebear from the imposition
of regulated pricing so long as it could reach agreement with the main operators for a “glide path™ for annual reductions in mobile termination rates. A glide
path is currently in place for all operators 1o cut mobile termination rates to €0.05 per minute by 2012/2013, subject to staying within €0.01 per minute, the
Evropean regulators’ group average MTR,

‘Felefénica Latin America
Bragit
Regulatory framework

1

The delivery of telecommunications services in Brazil is subjeci to regulation under the reg Y
1 ications Law d in July 1997,

n

k provided in the General

The National Agency for Telecommunications, ANATEL, is the principal regulatory authority for the Brazilian telecommunications sector.
Licenses and concessions

Concessions are granted for services provided in the public regime and autherizations are granted for services provided in the private regime. The only
service provided in both regimes is the switched fixed telephone service, or STFC. All other services are provided only in the privale regime.

The main differences between the public regime and the private regime relate to the obligatiens imposed on the panies. The ionaires in the

public regime, such as Telesp, have network expassion obligations (universal services obligations) and continuity of service obligath These obligations are
not imposed on the companies which provide services in the private regime.

In the state of S50 Paulo, Telesp provides local and long distance STFC under the public regime. In the other Brazilian states, Telesp provides local and
long distance STFC under the private regime and broadband services under the private regime.

Telesp’s concession agreements (local and long di ) were ded in Dx ber 2005 for an additional period of 20 years. These agreements
contemplate possible revisions in their tenms by ANATEL in 2010, 2015 and 2020. In 2009, Telesp presented comments and suggestions to ANATEL's public
consultation regarding the 2010 ion revision, but ANATEL has not presented the final version of the contract yet. Telesp’s terms of
authorization (local and long distance) were granted for an unlimited peried of time.
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Under the renewed concession agreements and during the 20-year renewal period, Telesp will be required 1o pay a biannual fee eqoat to 2% of its annval
net revenue (excluding taxes and social contributions), for the provision of fixed-line public telecommunications services in its concession area (State of Sio
Paulo) for the prior year.

Brazilian tel ications lations require ANATEL to authorize private regime companies to provide local, national, and internationat long
distance STFC.

On November 20, 2008, the Presidential Decree 6,654 altered the General Concessiens” Plan, enabling one economic group to hold two of the four
existing area concessions for providing STFC services, Thus, the Decreg increased the flexibility of telecommunications provider groups as STFC
concessionaries by allowing such providers to provide services in up 1o two General Plan regions. Prior to the Decree telecommunicalions provider groups
could offer STFC services in only one region.

Telesp alse has an authorization to provide data and broadband services in the private regime in the State of $40 Paulo.

On December 4, 2602, ANATEL authorized the migration from the celfular mobile service, or SMC, regime to a new licensing regime, personal mobile
service. Brasileel's operators replaced all their old licensing titles granted ander the old SMC regime with new personal mobile service authorization
titles. The new perscnal mobile service licenses include the right to provide mobile services for an unlimited period of time but restrict the right to use the
spectrum according to cedtain schedules included in the licenses. All Telefonica’s Brazilian mobile eperating companies (the cxisting ones and some new
acquisitions) were renamed “Vivo™ with the exception of Telemig Celular. The following licenses are held by our Brazilian mobile operating company, Vivo:

« Vivo-Rio Grande do Sul ("A" Band) until 2022 (renewed in 2006},

» Vivo-Rio de Janeiro (“A” Band) until 2020 (renewed in 2005);

»  Vivo-Espirilo Sante (*A” Band) until 2023 {renewed in 2008),

s Vivo-Bahia (“A" Band} and Vivo-Sergipe (“A” Band) until 2023 (renewed in 2008);

& Vivo-Sio Paulo (*A™ Band) until 2023 or 2024, for the cities of Ribeirde Preto and Guatapara {(renewed in 2008);

s Vivo-Parani/Santa Catarina (“B” Band) until 2013;

e Vivoe-Distrito Federal (“A” Band) umil 2021, (renewed in 2006},

»  Vive-Acre (“A” Band), Vivo-Ronddnia (A" Band), Vivo-Mata Grosso (“A™ Band) and Vivo-Mato Grosso do Sul {(*A” Band) vntil 2024 (renewed in
2008);

»  Vivo-Goids/Tocantins (“A” Band) until 2023 (renewed in 2008);

«  Vivo-Amazonas/Roraima/Amapa/Pari/Maranhio (“B” Band) undl 2013;

s Telemig Celular (Minas Gerais) (*A” Band) until 2023 {renewed in 2007),

s Telemig Celular {for the cities where CTBC Telecom operates in the state of Minas Gerais) (“E” Band) untit 2020,

For “A” and “B"” Bands, the 1 of i must be solicited 3¢ months before expivation, Spectrum rights may be renewed only once fora 15-year
period, after which title to the license must be renegotiated.

For “E” Band, the I of li must be solicited b 36 and 48 months before expiration. $pectrum rights may be renewed only once for a 15-
year period, after which title to the license must be rencgotiated. In December 2007, ANATEL auctioned fifteen new licenses in the 1900 MHz radio
frequency band, denominated as “L" Band. Vivo acquired 13 spectrum licenses in “L” Band.

o7




Tabk of Conteats

Vivo-Rio Grande do Sul (“L” Band) untii 2022 (renewed in 2006} or 2022 for the cities of the metropolitan area of Pelotas;
Vivo-Rio de Janeiro (“L” Band} until 2020 (renewed in 2005);

Vivo-Espirito $ante ("L” Band) until 2023 {renewed in 2008);

Vivo-Bahia (“L" Band} and Vivo-Sergipe (“L.” Band) untif 2023 {renewed in 2008),

Vivo-820 Paulo ("L Band) until 2023 or 2024, for the cities of Ribeirfio Preto and Guatapara (renewed in 2008) or 2022 for the cities where CTBC
Telecom operates in the state of S&o Paulo; -

Vivo-Parana (excluding the cities of Londrina and Tamarana)Santa Catarina (“L.” Band) until 2013;
Vivo-Distrito Federal (“L.” Band) until 2021, (renewed in 2006);

Vive-Acre (“L” Band), Vivo-Ronddnia (“L” Band), Vivo-Mato Grosso (“L" Band) and Vivo-Mate Grosso do Sul (“L” Band) until 2024 (renewed in
2008} or 2022 for the city of Paranaiba of Mate Grosso do Sul; and

Vivo-Goids/Tocantins (“L” Band} until 2023 (renewed in 2008) or 2022 for the cities where CTBC Telecom operates in the state of Goids; and Vivo-
Alagoas/Ceard/Paraiba/Piaui/Pernambuco/Rio Grande do None (“L” Band), until 2022,

For “L” Band, the renewal of licenses must be solicited between 36 and 48 months before expiration. Spectrum rights may be renewed only once for a 15-
year period, after which title to the license must be renegotiated.

In April 2008, ANATEL auctioned 36 new licenses in the 1900-2100 MHz radio freqy -y bands (3G li ). Vivo was awarded seven spectrum
licenses in Band J and Telemig Celular was awarded two licenses.

Vive-Rio Grande do Sul (including the cities of the metropotitan area of Pelotas) (“J” Band) until 2023,
Vivo-Rio de Janeiro (“F” Band) until 2023; -
Vivo-Espirito Santo (“I” Band) until 2023;

Vivo-Bahia (*F" Band) and Vivo-Sergipe (“T" Band) untit 2023,

Viva-Sdo Paulo (including the cities of Ribeirdo Preto and Guatapard and the cities where CTBC Telecom operates in the state of S3o Paulo) (“J°
Band) unnil 2023;

Vive-Parand including the cities of Londrina and Tamarana)/Santa Catarina (T~ Band} until 2023;
Vivoe-Diswito Federal (“J”" Band) until 2023,

Viva-Acre (") Band), Vivo-Renddnia (“F” Band), Yive-Mato Grosso (“J” Band) and Vivo-Mato Grosso do Sul (including the city of Paranaiba) (“T”
Band) uniil 2023;

Vivo-Goids (including the cities where CTBC Telecom operates in the state of Goias)/Tocantins (“F* Band) until 2023;
Vivo-Alagoas/Ceard/Paraiba/Piaui/Pernambuco/Rio Grande do Norte ()" Band), until 2023;
Vivo-Amazonas/Roraima/Amapa/Para/Maranhdo (“J” Band) until 2023; and

Telemig Celular (including the cities where CTBC Telecom operates in the state of Minas Gerais) (“J” Band} until 2623.
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For “I" Band, the renewal of licenses must be solicited between 36 and 48 months before expiration. Spectrum rights may be renewed only once for s 15-
year period, after which title to the license must be renegotiated.

Prices and tariffs

~  ANATEL regulates rates for the STFC provided in the public regime. Operators with licenses 1o operate under the personal mobile regime are authorized
to increase basic plan tariffs only for inflation and only on an annual basis, Operators are also allowed 1o establish non-basic tariffs and modify them without

ANATEL’s pricr approval.

Interconnection

En July 2005, ANATEL published a new regulation for i ion among providers of telccommunications services, which require operators to issuc
a public document disclosing all of the conditions for the establishment of interconnection for all classes and types of services.

The SMP regime allows operators 1o freely negotiate interconnection rates with other operators. If they fzil to reach an agreement, each operator may call
upon ANATEL to determine the terms and conditions of interconnection.

Competition law

Brazilian competition regulation is based on Law No. 8,884 of June 11, 1994 which prohibits any practice aimed at restricting free competition,
dominating the relevant marked of goods or services, arbitrarity increaging profits, or abusively exercising dominant market position. The Economic Law
Office, or SDE, the Secretariat for Ecenomic Monitoring, or SEAE, and the Administrative Council for Economic Defense, or CADE, are the agencies
authorized to enforce the competition rules.

Mexico
Regulatory framework

The provision of all telecommunication services in Mexico is governed by the Federal Telecommunication Law and various service-specific
regulations. The gevernmental agencies which oversee the telecommunications industry in Mexico are the Secretariat of Communications and Transporiation,
or SCT, and the Federal Telecommunications Commission, or COFETEL.

Licenses and concessions

In Mexico, authorizations to provide mobile tetephony services (mobile and personal communication services, or PCS, for the 800 MHz and 1.9 GHz
bands, respectively) are g d through concessi Currently, regarding the mobile concessions (800 MHz), only one Band A and one Band B service
provider may provide mobile telephony services in each of the nine regions of the country, Regarding PCS concessions, there is no exclusivity in the provision
of service, in each region by more than one operator. In fact, there are currently three operalors in each region. These concessions were granted in 1998 and
2005 for a pertod of twenty years, and may be renewed for additional 20-year periods, subject to the fitlfiiment by ihe operator of cerlain terms and conditions.

In total, Telefénica Méviles México, and its subsidiaries and participated companies have 22 licenses granted by SCT, which enable it to provide
telecommunications services:

s Telefdnica Moviles México's mobile operating companies have been granted concessions 1o operate mobile telephony services on Band A until
2010. SCT granted licenses to Baja Celular Mexicana, 5.A. de C. V., or Bajacel, dated July 17, 1990; Movitel del Noroeste, $.A_de C .V, or Movitel,
also daed July 17, 1990, Telefonia Celutar del Nerte, S.A. de C.V., or Norcel, dated July 23, 1990; and Celular de Telefonia, S A. de C V., or
Cedeiel, dated August 2, 1990, The rencwal of these four concessions was requested in 2005, We presented in 2005 four requests for extension of
these concessions before SCT. The concessions of Bajacel, Movitel y Norcel have been renewed for 15 years from 2010. The terms and conditions of
the renewed concessions are consisten] with those concessions that SCT has recently assigned and to those

59




Tableof Contents

terms and conditions that it wilt establish in future concessions. As of the date of this report, we are expecting the formality of receiving the
concessions. In respect of Cedetel, the proposal for renewal was notified by the STC, and it is expected that Cedetel will acept the propesal in due
course. Any further delay in the rencwal process to obtain the requested extensions will be attributed to the SCT.

»  Fuithermore, SCT granted to Telefonica Mdviles México, through Pegaso Comunicaciones y Sistemas, S.A. de C.V. a concession te provide public
telecommunications services, on June 23, 1998, and nine spectrum licenses, dated October 7, 1998, in the 1900 Mhz band to provide personal
communication services in each of the nine PCS service region, and valid until 2018. Those licenses may be extended for additicnal twenty-year
pericds, For all of these licenses renewal was requested in 2008, the renewal decision is still peading, and we ar¢ permitted to continwe operating
under the terms of the expired licenses until the renewal has been approved. On April 21, 2005, SCT granted Telefénica Méxice four more spectrum
licenses in the same 1900 MHz band, to provide the PCS service and have more bandwidth in regions 3, 5, 7 and 8, valid for 20 years, and with the
possibility be renewed for up to 20 additional years. On September 7, 2009, a modification to Pegaso’s concession was autherized 1o provide trunked
radie serviges.

« SCT also granted to Grupo de Telecomunicaciones Mexicanas, S.A. de C.V., or GTM, a company in which Telefénica Méviles México has an
interest, several licenses:

iy on June 24, 1998, to install microwave links in 23 GHz frequencies, for a period of 20 years,

i) on December 13, 1999, 10 install micrewave binks in 7 GHz frequencies, for a period of 20 years, and that can be renewed;

iii)  onJune 5, 2003, to install a public telccommunication network to provide d ic and intemational long di service granted, for a period
of 15 years, and that can be renewed; and

iv)  onMarch 28, 2006, GTM was authorized a renewal of the concession 10 provide fixed telephony and public telephony, nationwide for a period
of 15 years, that can be renewed.

Prices and wriffs

Tariffs charged 1o customers are not regulated. They are s¢t by mobile operating companies and must be registered with COFETEL. Rates do niot eater
into force until registered by COFETEL.

Interconnection
Mexican telecommunications regulations obligate all telecommunications network cc ionaires to interc ion ag on specific
terms when req| d by cther co! Lona Inte ction rates and conditions may be negotiated by the parties. However, should the parties fail to

agree, COFETEL must fix the unresolved issues, including tariffs.
Foreign ownership/restrictions on transfer of ownership
Mexican foreign investment law restricis for¢ign investment in local fixed service and other telecommunications services to a maximum of 49% of the

voting stock, unless the Mexican Naticnal Commission of Foreign Investment approves a higher percentage participation, which it can do only in the case of
mobite tel munications panies.

4

Bajacel, Movitel, Norcel, Cedetel and Pegaso, as mobile 1l 1nications ies, received the requi pprovals from the National Commission

of Foreign Investment permitting our ownership of more than 49% of their outstanding voting capital.

GTM, a company in which Tetefénica Méxice has an interest, provides local fixed and long distance services. This operator complies with Mexican
foreign investment law, and has a stock structure that includes the participation of its Mexican partner, Enlaces del Norte, $. A de C.V,, which has 51% of the
voting stock.
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Compelition law

The Federal Ecenomis Competition Law engcted in 1992 and amended on June 28, 2006 prohibits monopelies and any practices that tend to diminish,
harm or impede competition in the production, processing, distribution or marketing of goods and services, The Federal Competition Commission, or
COFECO, is the adminisirative body empowered 10 enforee the Law.

Veneruela

On June 1, 2000, the national legislative commission approved the Telecommunication Law. On February 1, 2006, the national legislative commission
approved the Ley Habifitante thy grants the President of the Republic capacity to enact decrees in relation to the telecommunication sector, though no formal
maodification to current law has been made.

On December 2009, a new regulation applicable to all subscription TV service providers was enacted by CONATEL in order to stipulate a new obligation
concemning a mandatory percenuage of inclusion {12%) of national production services (channels in which both reception and diffusion of sound and images
take place in the country to later transmit it by means of subscription TV service providers) in the regular programming packages. The calculation of the
mandatory percentage is to be made on the basis of the totality of the TV channels. Qualification of a ch. | as a “national productions service” is a task of
CONATEL, who must keep an updated record of those services.

An Admmnsrrauve Decision on Services Agreements (Providencia n® 1302 sobre Condiciones Generales de los Contratos de Servicios de
Telec iones) was adopted. Asa q of this regulation (2009), Telcel proceeded io adapt alt of its nine services agreements to fulfill ali the
condilions and impositions established, mainly related 1o consumer protection. We have currently received regulator observations of two of the agreements
(TV service and radie localization service), and we are in process of including the modifications based on the observations.

Licenses and concessions

Telexl has been granted 2 mobile telepheny concession 10 operate and offer mobile services in the 800 MHz band with national coverage, granted in 1991
and expiring on May 31, 2011 that may be extended for a term no longer than 20-year, subject to CONATEL’s discretion. Telcel also holds a private network
services concession, granted in 1993 and renewed on November 28, 2007, until December 15, 2025, that allows Telcel to offer point-to-point of point-to-
mu]upomt private telecommunication services to corporations. Tn 2000, Telcel was granted a general license (Habr!rracfén General) to offer locsl telephony
services, national long di services and i ional long di services and to otherwise operale 1el rks for a 25-year period
expiring on December 15, 2025 In 2001, Telcel obtained a concession to offer fixed wireless access services nationwide using wireless local loop technology.

On November 28, 2007, the National Telecommunications Commission, or CONATEL, in d with the Tel ications Law, incorporated
into the general license the rest of the services provided by Telcel: mobile, private networks, Internet access and transport. On that same date, Telcel was
granted a concession to operate in the 1990 MHz band for a period of 15 years, until November 22, 2022, renewable for a period of ten years.

Prices and wariffs

Under Venezuelan regulations, tetecommunications operators are free 1o determine and set prices for the services that they offer, within the price eap
established by the regulator. However, exemptions to the free pricing regime may be applicable to market domi p , universal seTvices projects or as
a result of market distortions caused by anti-competitive conduct as determined by the Competition Agency.

Competition law

Venczuclan law goveming competition is the Promotien and Pr ion of Free Competition Act 1992, 1 prohibits monopolistic and oligarchic practices
and other means that could impede, restrict, falsify, or limit the
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enjoyment of economic freedom. The Office of the Supenintendent for the Promotion and Protection of Free Competition is the agency empowered to apply
the Competition Act.

Chile
Regulatory framework

The General Telecommunications Law No. 18,168 of 1982, as amended, establishes the legal framework for the provision of telecommunications services
in Chile.

The main regulatory authority in Chile is the Under-Secretary of Telecommunications, or SUBTEL.

Licenses and concessions

Under the General Tetec ications Law, companies must obtain licenses in order 16 provide fixed telecommunications services. Licenses granted for

public and intermediate services penerally have 30-year terms and may be renewed indefinitely for 30-year periods at the request of the operator, though
certain licenses held by Telefgnica Chile have longer terms.

Telefénica Chile holds the following licenses for the provision of telecommunications services:

»  Local telephony public service licenses. Telefonica Chile holds a license for local telephong service in all regions of Chile for a 50-year renewable
peried which began on December 1982, except Regions X and XL which were incorporated to such license in 1995, In addition, Telefonica Chile
holds various other renewable license for nationwide local telephone services oriented, exclusively, for rural localities Telefénica Chile also holds a
nationwide public service rengwable license for data transmission for a 30-year period beginning as of July 1995, and four other public service
renewable licenses for data transmission for & 30-year period beginning as of June 2008.

o Multicarrier long-distance licenses. Under the Multicarrier System, Telefonica Chile’s former long-distance subsidiary, Telefonica Mundo Larga
Distancia S.A. (before Telefonica Mundo), held 30-year renewable llcenses for a penud beginning as of November 1989, (o install and operate a
nationwide fber-optu: network, a k of base stalions and other eq , and to provide domesiic and internalional long-distance
services, including voice, data and image transmission, throughowt Chile. In addltlon Telefonica Mundo Larga Distancia S A_held 30-year rencwable
licenses, for a peried beginning as of June 1993, to nationwide public service data transmission. Telefénica Chile’s other long-distance subsidiary,
Globus, also held licenses for an indefinite term 1o provide domestic and intemational long-distance services through central switches and cable and
fiber-optic networks nationwide. Afler the merger of these subsidiaries in 2006, all the aforementioned licenses remain under the ownership of the
same company, which is now known as Telefonica Larga Distancia.

o Public service data transiission, Tn addition to the 30-ycar data transmission license previously mentioned, Telefonica Chile, through Telefonica
Empresas, holds, as of March 1987, nationwide public service data transmission licenses for an indefinite term.

s Public service mobile telephony ficenses. Telefonica Mdviles Chile holds licenses with indefinite terms, beginning as of November 1989, to provide
public service mobile telephony services throughout Chile in the 00 hertz frequency range, Telefdnica Méviles Chile also holds three

concessions for the provision of mobile telecommunications services nationwide in the 1900 MHz band. These concessions may be renewed for
successive thirty-year periods as of 2002 at the request of the holder.

o Limited television license. Telefonica Chile’s subsidiary Teleftnica Multimedia, has a license to establish, operate, and use a part of the spectrum of
the 2.6 GHz bandwidth in Sanliago, Chile, for an intermediate ielecommunicatiens service concession, authorizing the frequencies used to
communicate voice, data and images, for a 30-year period beginning as of May 2008 Telefénica Multimedia also holds a license authorized by
Resolution No. 47 enacted on Ny ber 28, 1990, ded by Resolution No. 1536 of 1994, and Resolution 1453 of 2002, 10 provide limited
television service in 2,6 GHz. Since December
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2005, Telefénica Chile, through Telefonica Multimedia, holds & nationwide 10-year renewable license 1o provide limited Iite television
service. Additionally, in January of 2006, Telefonica Chile, through Telefonica Multimedia, was assigned a limited television service license ta
provide the service nationwide in the main muntcipalities, except Region JTI, through Telefénica Chile’s xDSL broadband nctwork for an indefinite

period. Moreover, in March 2007, a limited television service license was granted in order to provide this service, theough the DSL broadband
network, in the Santiago Metropolitan area, for an indefinite period.

Prices and tariffs

Under the General Telecommunications Law, maximum tariffs for telephony services are set evesy five years by the Ministry of Transport and
Telecommunications and the Ministry of Economy. In addition, the Competition Tribunal may subject any telephony service to price regulation, except for
mobile telephone services te the public that are expressly exempted under the Geaeral Telecommunications Law.

The Competition Tribunal ruled in January 2009 that only some local telephone services were to be subject to tanff regulation (line connections, monthly
fixed charges, variable traffics charges, and public payphone services are excluded). Accordingly, it was determined that every local telephone company,
within ils service zones, would be regulated with respect 1o 1anfT levels and swucture, In zddition, Telefonica Chile, in its capacity as a “dominant
operator” {except in regions where other companies are the dominant operators), is regulated on a non-price basis, with requirements that it not engage in
discriminatory pricing and that it give previous notice of plans and packages.

Interconnection

Interconnection is obligatory for all ticense holders with the same type of public telecommunications services and between telephony public services and
intermediate services that provide long distance services. The same requirement applies to holders of those i diate service i , who are required to
interconnect their networks to the local telephone network.

A “calling party pays” taniff structure was implemented on February 23, 1999. Under this tariff structure, local telephone companies pay mobile telephone
companies an access charge for calls placed from fixed networks 16 mobile networks. Locat telephone companies may pass this interconnection charge on to
their customers. Every five years, SUBTEL sets the applicable tariffs for services provided through the interconnected networks.

Competition law

The principal regulation conceming competition in Chile is Decree No. 211 of 1973, whose current text was established in Decree N° 1 of 2005. Pursuant
to the provisicns of this law, acts or behavior involving economic activities that itute abuse of a domi market position, or limit, restrain, or distort free
competition in a manner that injures the common economic interest in the national terrilory are prohibited. The Competition Tribunal deals with infringements
of competition Jaw.
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Argenting
Regulatory framework
The basic legal framework for the provision of telecommunications services in Argentina is set forth in the National Tel ications Law (No.
19,798) of 1972 and in the specific regulations governing cach type of telecommunications service. Alse, Decree 264/98 cotablished a wransitery period from a
monopolistic market towards a free market, promoting the protection of small ¢ while imposing obligations on basic services licensees. Decree 764/00,

established the new and actual regulatory framcwurk rules for a free market, and includes mterconnectlon lmerlses universal service and spectrum ules.

The following regulatory aathorities oversee the A ine tel ications indusiry:

s the National Communications Commission, or CNC, supervises compliance with licenses and regulations, and app ges 1o datery goal
and service requirements; and

« the Secretariat of Communications, or SECOM, grants new li g the bidding and selection processes for radio-sp horizations,

and approves the related bidding terms and conditions.

Licenses and concessions

Telefdnica de Argentina holds licenses for fixed line services, all granied for an unlimited period of time, which entitle it to provide fixed line
tions services; i onal Lelec ications services; local services in the northern and southern regions; long di , international and
dala transmission lel ications services in the northern region; and Internet access and i ional data tr ission services.

Telefonica Méviles de Argentina’s licenses for the provision of mobile services include PCS licenses and comesponding authorizations for usc of spectrum
for different regions, licenses and comesponding authorizations for use of spectrum for mobile telephone services for different regions; and licenses for
tunking, or closed user group, services for different cities.

These licenses do not expire, but may be cancelled by the SECOM as the result of failure 10 comply with the terms of its license.

Prices and rariffs

On Qetober 21, 2003, Law No. 25,790 became effective, extending the term for the renegotiation of ton or li i with public
utilities until December 31, 2004, which was subsequently extended until December 31, 2011, This law afso established that lhe isions mede by the
Argentine government during the renegetiation process shall not be limited by, ner subject to, the stipulziions contained in the regulatory fr ik
ROVEming ion or licensing agr for the respective public udlities. Renegotiated agreements may cover some aspects of concession or licensing
agreements and may contain formulas to adjust such agreements or temporarily amend them. As aninvestor in Argentina through Telefonica de Argentina, we
commenced arbitration proceedings against the Republic of Argentina based on the Reciprocal P ion of In e Treaty b Spain and A i
for damages suffered by us b of the dopted by the Argeniine govenment. On August 21, 2009, the parties requested the Tribunal, in

accordance with Rule 43 of the ICSID Arbitration Rules, declare a resolution of the termination of the proceedings. The agreement of the parties envisages the
possibility of a new request for arbitration under the ICSID Convention being submitted by Telefénica. Such request would be processed in accordance with
the ICSID Convention and the Center's normal rules and procedures taking note of the discontinuance issued by the Tribunal on September 24, 2005.

Additionally, Decree No. 764/00 established that providers of telephone services may freely set rates and/or prices for their service which shall be applied
on a non-discriminatory basis. However, until the Secretary of Communications determines that there is effective competition for telec
services, the “dominent™ providers in the relevant areas (which include Telefonica de Argentina) must respect the meximum tariffs established in the general
tarifT structure. Providers may [reely set their rates by areas, routes, leng distance legs and/er customer groups so long as they are below the amounts
established by the general 1anff structure.
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