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Net cash used in invesiing activilies
Net cash used in investing activities increased by 2.19% in 2009 to 9,300 million euros from 9,10F million euros in 2008.

Net cash used in investing activities increased by 4,509 million ewros in 2008, to 9,101 million euros from 4,592 millien euros in 2007. Payments on
investments in companies (net of cash and cash equivalents acquired) in 2008 declined by 22.16%, from 2,798 million euros to 2,178 million euros.
The main inv s were the acquisilions of Telemig by Brasilcel, N.V. for 347 million euros, of shares of China Netcom and China Unicom for
688 and 424 million euros, respectively, and of 51 8% of CTC’s non-controlling interests for 640 million euros. The main payment on investments in
2007 was for the 42.3% staké in Telco S.p.A. for 2,314 million euros.

Payments on fi ial i not included in cash equivalents amounted 10 1,411 million euros, compared 10 114 million euros in 2008. This
increase was the result of investments in deposits and other long-term financial.instruments.

Investment in property, plant and equipment and intangible assets in 2009 totaled 7,593 million euros, 3.75% less than the 7,889 million euros of
2008. This decreage is in fine with the dectine in acquisitions of property, plant and equipment during the year.

The amount at December 31, 2008 was 615 million euros higher than in 2007 (7,274 million euros) driven by further invesument in fiber optics, 3G,
TV and ADSL.

Proceeds from disposals of i ts in panies, net of cash and cash equivalents acquired, amounted to 686 million euros in 2008, mainly due
to the 648 million euros obtained from the sale of Sogecable. In 2007, this figure was 5,346 million euros and entailed disposals of stakes in Airwave
and Endemol for 2,841 million and 2,107 million euros, respectivety.

In 2009, net short-term financial investments included in cash flows from cash suipluses not included under ¢ash equivalents ic 2009 amounted to 548
million euros. Net disposals of these investiments in 2008 amounted te 76 million euroes.

Net cash used in financing activilies

Net cash used in financing activities in 2009 totaled 2,281 million euros, 71% less than the 7,765 million eures of 2008, mainly due 1o the 8,617
million euros of proceeds from the issuance of debentures and bonds (1,317 million euros in 2008).

Net cash used in financing aclivities in 2008 totaled 7,765 million euros, down from 9,425 million euros in 2007. The 1,660 million eure decline was
due basically to the d in the repay tof fi ing due to the decline in the debt balance in the last few years.

EVENTS AFTER THE REFORTING PERIOD

Sigmficant events affecting Telefénica taking place from December 31, 2009 to the date of preparation of these lidated financial 5
include:
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Financing
a) Maturity of debentures and bonds:

On January 25, 2010, Telefonica Emisiones, S A.U. repaid at maturity the bonds issued on July 25, 2006 under the bond issuance program (“EMTN"}
regastered with the London Stock Exchange for.an aggregate amount of 1,250 million euros.

b) Veluntary early redemptions:
The following issues were redeemed voluntarily before maturity in the early months of 2010:
- On January 29, 2010, Telefénica, S.A. made a voluntarily repayment ahead of schedule of 500 million euros on the 6,000 million euro
syndicated loan arranged on June 28, 2005 and amended on February 13, 2009 to extend the maturity of 4,000 million euros from June
28, 2011 by one year for 2,000 million euros and two years for the other 2,000 million euros.

- Similarly, on February 11, 2010, Telefonica, $.A. made a voluntry repayment of 500 millien euros on the same loan.

¢) Financing of Telco

On January 11, 2010, Telco S.p.A. (“Telco™) arranged a 1,300 million euro loan with Intesa Sanpaolo, S.p.A., Mediobanca, 5.p.A., Société GEnénale,
S.p.A. and Unicredito, S.p.A. maturing on May 31, 2012, pant of which is secured with Telecom Jtalia S.p.A. shares. The lending banks have granted
Telco shareholders a cali option on the Telecom Italia $.p.A. shares that they may be entitled to receive as a result of the potential execution of the
pledge.

In fine with the commitments assumed by Telco shareholders, on December 22, 2009, the rest of Telco’s financing needs with respect lo debt
maiurilies were met with a bridge loan granted by shareholders Telefénica, Intesa Sanpacle, S p.A. and Mediob S.pA., for app iy 902
million euros, and a baok bridge loan granted by Intesa Sanpaclo, 8.p.A. and Mediobanca, S.p.A., for the remaining 398 million euros.

The financing fram the bridge loans was substituted with a bond subscribed by Telco's shareholder groups, on a pro-rate basis in accordance with
their interests in the company, on Febuary 19, 2¢30 for £,300 million euros.

d) Financing of ECAs

On February 12, 2010, Telefonica, S.A. arranged long-term financing for an amount of 472 million US dollars at fixed rates with a guarantee of the
Swedish Export Agcncy (EKN) 10 acquire network equipment from a Swedish sexvice provider. This fi g ¢niailed three h he A, for
232 million US dollars maturing on November 30, 2018, tranche B, for 164 million US dollars maturing on April 30, 2019, and tranche C, for 76
million US dellars maturing on November 30, 2019.

Devaluation of the Yenezuelan Bolivar fuerte

Regarding the devaluation of the Venezuelan Bolivar fuerte on January 8, 2010 (see Note 2), the two main factors to consider with respect to the
Telefénica Group's 2010 financial statements will be:
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. The decrease in the Telefénica Group’s net assets in Venezuela as a result of the new exchange rate, with a balancing eatry in equity of the
Group. This effect 15 estimated at approximately 1,810 million euros.

. The translation of results and cash flows from Venezuela at the new devalued closing exchange rate.

Finally, on January 19, the Venezuelan Authorities announced that they would grant a preferential rate of 2.60 Bolivar fuerte per dollar for new items,
among which payment of dividends is included, as long as the request for Authorization of Acquisition of Foreign Exchange was fited before January
8,2010. To that date, the Company had in fact requested authorizations related 1o the distribution of dividends of prior years (see Note 16).

Fulfillment of commitments relating to the acquisition in Germany of HanseNet Telekommunikation GmbH by Telefénica Dentschland
GmbH

On February 16, 2019, having complied with the 1erms established in the agreement dated December 3, 2009 by the parties, the Telefonica Group
completed the acquisition of 100% of the shares of HanseNet. The final amount paid out was approximately 912 million euros.

Amendment 1o the agreements signed with Prisa and Sogecable follewing the purchase of a stake in Digital+ by Gestevision Telecinco, S.A.
Following the signing on the agreement between Prisa and Gestevision Telecinco, S.A. (“Telecinco™) for the sale by Prisa to Telecinco of a 22% stake
in Digital+, on January 29, 2010, Telefénica and Prisa signed a new agreement raising the percentage stake to be acquired by Telefénica from 21% to
22%. Meanwhile, following the agreement reached between Prisa and Telecinco, Telefonica has underiaken lo renegotiate the terms of the
Shareholder Agreement to reflect the shareholder structure of Digital+ following the acquisition of a stake in the company by Telecince.

The estimated total investment 1o be made by Telefonica, afier deduction of the net debt, will be around 495 million euros, of which approximately
230 million euros will be covered by the assumption by the buyer of subordinated loan beiween Telefonica de Contenidos, S.A.U. {creditor) and

Sogecable (debtor).
This acquisition is subject, among other conditions, to the obtainment of the appropriate regulatory authorizations.
Acquisition of JAJAH

In January 2010, the Telefénica Group, through its wholly owned subsidiary Telefdnica Europe ple, acquired 100% of the shares of JAJAH, the
leading communicalions innovator, for 145 millien euros.

ADDITIONAL NOTE FOR ENGLISH TRANSLATION

These lidated fi ial were originally prepared in Spanish. In the event of discrépancy, the Spanish-language vérsion prevails.

These financial statements are presented on the basis of International Reporting Standards as issued by the International Accounting Standars Board
(1ASB), which do not differ for the purposes of the Telefénica Group from IFRS as adopted by the European Union. Consequently, certain accounting
practices apptied by the Group do not conform with generally accepted principles in other countries.
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The following changes toak place in the consolidation scope in 2009:
Telefdnica Europe

The companies BT Celinet Ltd and SPT Telecom Finance, B V. were disposed of. Both entities, previously included in the fidated fi 1al
stalements of the Telefonica Group using the full ¢censolidation method, were removed from the consolidation scope.

In December, German company Telefdnica Global Services, GmbH, a wholly owned subsidiary of the Telefonica Group, set up a German company,

Telefénica Global Roaming, GmbH, with initial capital of 25 thousand euros This pany was included in the lidation scope using the full
consolidation method.

Teleffnica Latin America

Pursuant 10 Chilean law, on L ber 1, 2008, Telefdnica, S.A., h subsidiary Inversi Telefonica L ional Holding, Ltda, launched a

second tender offer (“second offer™) for “al the shares of Compama Telefonica de Clnle S.A (CTC) Telefénica did not already hold (representing
3.25% of CTC's capital).

Upon completion of the second offer, Telefdnica’s indirect stake in CTC increased from 96.75% to 97.89% at the date of filing the notice with the
Spanish National Securities Commission, the CNMV, on January 9, 2009. The Telefénica Group still consolidates the Chilean company using the futl
consolidation method.

Pursuant to the corporate restructusing of the Brazilian group Vivo, on July 27, 2009 Telemig Celular, S A was absorbed by Telemig Celular
Patticipagoes, S.A., which was subsequently absorbed by Vivo Panticipagoes, S.A. Following this transaction, Telemig Celular, S.A. and Telemig
Celular Participagoes, which had been fully consolidated in the Telefénica Group, were removed from the consolidation scope. The Telefénica Group
still consolidates Vivo Participagoes, 5.A. using proportionate consolidation.

On November 19, 2009, within the scope of the same corporate restructuring, the companies Tagilo Participagoes, Ltda,, Sudestecel Participagoes,
Lida., Avista Participagoes, Lida. and Vivo Brasil Comunicagoes Ltda. were absorbed by Portelcom Participagoes, S.A. All these companies,
previcusly consolidated using preportionate consolidations, were removed from the Telefénica Group's lidation scope.

In September 2009, deeds of liquidation of Nicaraguan companies Telefonica Méviles Nicaragua, S.A., Doric Holdings y Compaiiia, Ltda. and
Kalamai Holdings y Compaiiia, Ltda. were executed. The companies, which had been fully censolidated in the Telefonica Group, were removed from
the consolidation scope.

On December 3, 2009, following approval by the National Securities Ce ission of the Argenting Republic, the Argenti 1|
Telefonica, 5.A. acquired shares represenling 1.8% of the share capitz] of Telefénica de Argentina, 5.A. held by mmnnty shareholders l'or a pnce of
approximately 23 million euros. Following this acquisition, the Telefénica Group is owner of all of the shares of the Argentine company. This
company is still fully consolidated in the consotidated financial statements of the Telefonica Group.
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On October 21, 2009 Telefonica, 8.A. and China Unicom (Hong Kong) Limited (“China Unicom™) completed the mutual share exchange agreement
through which Telefénica, through Telefonica Intemacional, S.A.U., subscribed for 693,912,264 newly issued shares of China Unicom, satisfied by
the comribution in kind to China Unicom of 40,730,735 Telefonica shares. This entailed an investment of approximately 1,000 million US dollars of
ordinary shares of China Unicom. Following this acquisition, the Telefénica Group's shareholding interest in China Unicom’s voting share capital
increased from 5.38% 10 8.06%.

On November 5, the share buyback agreement of one of China Unicom’s core shareholders, SK Tetecom Co., Lid. (“SKT™), was camied out.
Following the buyback and cancellation of the shares, the Teleférica Group’s holding in China Uricom’s shaze capital reached 8.37%. The Telefonica
Group accounts for this investment using the equity method.

Other companies

In February 2009, Telefonica Intemational Wholesale Services IT, S.L. was incorporated, with initial capital of 3,005 euros, fully subscribed and paid
by Telefénica, $.A . This company is included in the consolidated financial statements of the Telefénica Group using the full consolidation method.

In 2009, Telefonica Intemationsl Whaolesale Services 1i, S.L. incorporated the European companies TIWS Hungary, TIWS Sweden and TTWS Lawvia,
subscribing and paying up 100% of their respective share capital. All of these companies have been included in the Telefinica Group’s lidali
scope using the full consolidation method.

In April, Dutch company Atento, N.V. acquired 100% of the shares of V: lan company Teleatencidn de Vi 1a, C.A. for approximately 9
thousand euros. This company kas been included in the Telefonica Group's consolidation scope using the full consotidation methed. It has been idle
since its incorporation.

In April, Chilean pany Compaiia de Tel icaciones de Chile, Markehng ¢ Informacién, 5.A., a subsidiary of Atento Chile, S.A , was wound
up. The company, which was fully consolidated in the Telefonica Groups fi was removed from the consolidation seope.
Spanish y Telefonica R . S.A. was incorporated by Telefonica Telecomunicaciones Piblicas, 5.A., a wholly owned Tetefénica Group

suhs:dlary, with initis] capital of 0.3 million euros, fully subscribed and paid This company has been mc[uded in the Telefomica Group's
consolidation scope using the full consolidation method.

Teleténica Moviles Espaia, S.A., a 100% owned subsidiary of Telefonica, 5.A., sold its 32.18% stake in Moroccan company Medi Telecom, S.A.
(Méditel} and the company’s outstanding loans, for 400 million euros to the rest of Méditel’s local pariners. This company, which in 2008 was
accounted for by the Telefonica Group using the equity method, was removed from the consolidation scope.

In Sey ber, Argentine pany Atusa, S.A. was incorporated, with initial capital of 50 thousand Argentine pesos, which was fully subscribed. The
Telefonica Group paid for 25% of the company. This company has been included in the Telefonica Group’s consolidated financizl statements using
the full consolidation method.

In 2009, Spanish company Atento Teleservicios Espafia, S AU, a wholly owned subsidiary of the Telefonica Group, took over and merged
Amsterdam-based company Atento EMEA, B.V. This
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company, which was fully consolidated in the Telefénica Group’s lidated fi jal was removed from the consolidation scope.

heddineg in el

Following the sale of Sintonia, S.A.'s stake in Telco S.p.A. (Telco), the [talian company with a 22.45% sh g in

Telecom italia $.p.A_, Telefédnica, 8.A.’s stake in Telco increased from 42.3% o 46.18%, maintaining its effective interest in Telecom Italia 8] pA
through this cumpany at 10.36% of the voling shares. The company is still accounted for in the Telefénica Group consolidated financial statements
using the equity method.

In November, Telefonica Servicios Audiovisuales, 5.A., a whole owned subsidiary of the Telefénica Group, acquired 100% of Spanish company
Gloway Broadcast Scrvices, SL. {“Gloway”) for approximately 6 million euros. This company kas been included in the Telefonica Group's
consolidated financial statements using the full consolidation method.

The main changes in consolidation scope in 2008 were as follows:
Telefénica Spain

In June 2008, Spanish company Iberbanda, S.A. raised and then decreased capital to offset losses. In the move, Telefénica de Espaiia, S.A.U.
subscribed more shares than comesponded (o its shascholding, therchy raising its stake in the company from 51% 10 58 94%. This company is sl
fully consolidated.

Telefénica Latin America

On September 17, 2008, Telefonica launched a tender offer through its Tnversiones Telefénica Intemacional Holding, Ltda. subsidiary to acquire all
the outstanding shares of Compaiiia Telefonica de Chile, S.A. (*CTC") that Telefonica did not control directly or indirectly. This amounted to 55.1%
of CTC’s share capital. This included all CTC shares listed on the Santiago de Chile and New York Stock Exchanges (represented by American
Depositary Shares). The offer was structured as a purchase of shares in cagh, initially at a price of 1,000 Chilean pesos for class A shares and 900
Chilean pesos for class B shares. On October 11, 2008 the offer price was increased to 1,100 Chilean pesos for ¢lass A shares and 990 Chilean pesos
for class B shares.

Upon completion of the acceptance period of the tender offer, a total of 496,341,699 shares issued by CTC were tendered, répresenting 94.11% of the
shares to which the offer related and a total investment of approximately 640 million euros.

After settlement of the transaction, Telefonica’s indirect ownership in CTC’s share capital increased from 44.9% to 96.75%. This Chilean company
was still included in the Telefonica Group's consolidatton scope using the full conselidation method.

Subsequently, pursuant to the obligatiens in Chilean law, on December 1, 2003, Telef6nica, through subsidiary Inversi Telefénica Internacional
Holding, Ltda., presented a second tender offer to acquire all the outstanding shares of CTC that it did not own, directly or indirecily, after settlement
of the first offer (representing 3.25% of CTC’s capital), on the same economic terms as the initial bid. This offer expired on January 9, 2009.

In August 2008, Telefénica del Pert, S.A.A. acquired 71.29% of Peruvian company Star Global Com, §.A.C. for 8 million US dollars. The company
was included in the Telefénica Group’s consolidation scope using the full consolidation method.

On April 3, 2008, in accordance with the terms of a sale and purchase agreement entered into on August 2, 2007, after the pertinent administration
authorizalions were obtained, Vivo Participagoes,
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S.A. (“VIVO"} completed the acquisition of 53.90% of the voting stock (ON} and 4,27% of the preferred stock (PN) of Telemig Celular Participagoes,
$.A,, the contrelling shareholder of Telemig Celular, §.A., 2 mobile telephony operator in the State of Minas Gerais (Brazil), Aceording to the terms
of the sale and purchase agreement, the total purchase price was 1,163 million reais {approximately 42¢ million euros). VIV also acquired the right
hetd by the seller to subscribe in the future for paid up shares in Telemig Celular Parlicipagoes, 5. A. for a price of approximately 70 millien Brazilian
reais {26 million euros).

Moreover, on April 8, 2008, VIVO, through its subsidiary Tele Centro Oeste IP, §.A., launched a voluntary tender offer for shares representing up 1o
one third of the free float represented by the preferred stock in Telemig Celular Partitipagoes, S.A. and in its subsidiary Telemig Celular, S.A. at a
price of 63.90 and 654 72 Brazilian reais, respectively. Once the offer concluded, on May 15, 2008, having reached a level of acceptance of close to
100%, TCO IP, 5.A. scquired 31.9% and 6% of the preferred shares of Tetemig Celular Participagoes, $.A. and Telemig Celular, 8 A., respectively.
Furthermore, in sccordance with Brazilian Corporations law, TCO 1P, S.A. submitted a mandatory tender offer on July 15 for all the voting stock in
Telemig Celular Participagoes, S.A. and Telemig Celular, S A_ at & price per share equivalent to 80% of the purchasc price of the voting stock of these
companies.

On December 19, 2008, approval was given by shareholders of Telemig Celular Participagoes, S.A., Telemig Cefular, S.A. and Vivo Participagoes,
$.A_(Vivo) in their respective extraordinary meetings to reorganize the Vivo Group, whereby TCO [P, § A. was spun ofl. Its assets were subsequenily
integrated under Telemig Celular, S.A. and Telemig Celular Participagoes, 5.4, making Vivo a shareholder in both Bragilian companies, with direct
and indirect stakes at December 31, 2008 amounting to 96.65% and 58.9%, respectively. Both companies were included in the Telefonica Group’s
consolidation scops using preportionate censolidation,

Multi Holding Corpotation, S.A., which was wholly owited by Telefonica, S.A., was wound up. Accordingly, the company, which was fully
consolidated in the Telefénica Group's financial stat s, was I ed from the lidation scope.

On June 16, 2006, Telefénica de Argentina, S5.A signed a contract to acquire the shares of Telefdnica Data Argentina, S.A. (787,697 shares,
tepresenting 97 89% of its share capital) held by Telefénica Data Corp, S.A.1., a wholly owned subsidiary of Telefonica.

After extending the deadline for the sale, on January 28, 2008 Telefonica Data Corp, S.A U assumed the obligation to acquirg all the shares of
TFelefonica Data Argentina, S.A. it did not already own (14,948 shares at a price of 224,30 Argentine pesos, representing }.8578% of share capital).
This acquisilion was carried out on November 17, 2008.

As a result, Telefénica DataCorp, $.A.U. became owner of 802,645 shares, representing 100% of Telefonica Data Argentina, § A It subsequently
transferred these shares to Telefénica de Argentina, S.A. in various stages, which ended on December 11, 2008.

Other companies

In November 2008, Telefénica del Perd, $.A A. sold a 1otal of 4,495,984 shares representing approximately 36% of the share capital of Teleatento del
Perih, 5.A.C. to Dutch company Atento, N.V. (1,124,246 shares), Chilean company Atento Chile (2,323,442 shares) and to shareholders of Teleatento
del Pert, S.A.C. itself (1,049,296 shares), for approximately 103 million new soles. Following this iransaction, the Telefonica Group holds 100% of
the Peruvian company’s share capital. This company was still fully consolidated.
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In October 2008, Atento Holding Inversiones y Teleservicios, S.A. (Atento HIT) set up Dutch company Atento EMEA, B.V., with start-up capital of
appmximalely 21 thousand euros. This cap'nsl was provided via the spin-off of the wholly owned subsidiary Atento HIT, Aiento, N.V. The companies
it owned in Ewrope and Morocco then bel d to the new Atento EMEA, while those located in Latin America and Haly were still
controlled by Atento, N V. Both the newly created Atento EMEA, B.V. and the existing Atento, N.V_ were fully consolidated in the Telefdnica Group.

In addition, on Man:h 4, 2003, Atento HIT acquired 10:0% of the shares of Telemarketing Prague, a.s.

In January 2008, Turmed, S.L. and the Telefonica Group, through its whol[y owmsd Tera Nelwurks Asociadas, S.L. subsidiary, sold their 100%
stakes in Viajar.com Viajes, S.L.U. and Terra Business Travel, $.A., resp ,, to the § b Red Universal de Marketing y Bookings
On Line, S A. (RUMBOY). The Telefénica Group conso]ldated this company using the equlty method until February 2008 and then proportionately
from March, Subsequently, on October 28, 2008, RUMBO, Viajar.com Viajes, S.L.U. and Terra Business Travel, S.A. were merged, with RUMBO
absorbing Viajar.com Viajes, 8.L.U. and Tema Business Travel, 8.A., which were extinguished.

Terra Lycos Holding, B.V. and Tetefonica U.§.A. Advisors Inc. were liguidated.

In March 2008, Telco S.p.A., in which Telefénica holds a stake of 42.3%, acquired 121.5 million shares st a price of 1.23 euros per share in the Halian
company Telecom Dalia (equivalent to 0.9% of its share capital), bringing its total direct inlerest to 24.5% of the voting rights and 16.9% of the
dividend rights. The transaction implied a payment of 14%.8 million euros.

As aresult, the Telefonica Group indirectly held 10.4% of Telecom Italia’s voting rights and 7.1% of its dividend rights. Telco S.p.A. was included in
the Telefonica Group's consolidated financial statements by the equity ethed.

After a capital hike by Colombian company Telefénica Méviles Colombia, §.A , which Telefonica, 5.A. fully subscribed, Telefonica, 5.A.'s stake in
the company increased to 49.42%, while the shareholding of Colombian company Olympic, Ltd., a 99.99% subsidiary of t!le Telefénica Group,
decreased to 50.58%. The Telefonica Group still consolidated the Colombian operator using the fisll consolidation method.

In D ber, Portug p Portugal Telecom, SGPS, S.A. (PT) bought back and cancelled 46,082,677 shares in line with its share buyback
program. This raised the Telefonica Group's direct and indirect ownership interest to 10.48%. In accordance with article 20 of the Portuguese stock

market code, Telefonica sold 4,264,394 shares of PT, thereby lowering its stake to 10%. This f was still included in the idation scope
using the equity method.

In December 2008, Telefactoring Colombia, §.A. was incorporated, with start-up capital mounting to 4 billion Celombian pesos, fully subscribed nnd
paid it Telefonica subscribed and paid 1,620 million Colombian pesos, equivalent 1o a 40.5% stake. This pany had yet to p
and was not included in the consolidation scope at the end of 2008,

Changes to the 2007 censolidation scope are described in the following sections.
Telefonica Europe

Telefénica 02 Europe Plc, a wholly owned subsidiary of Telefénica, S.A., and its 100%-owned subsidiary ©2 Holdings, Ltd, sold 100% of the share
capital of UK company Airwave 02, L1d, for 1,932 million pounds sterling (equivalen 1o 2,241 million euros at the transaction date), obtaining a
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gain of 1,296 million euros. This company, which had been fully consolidated in the Telefénica Group, was removed from the consolidation scope.

On December 20, 2007, the 02 Group transferred legal ownership 1o the entire business in Germany to Telefénica, S.A. through a dividend in kind for
8,500 million euros.

Telefénica Latin America

In 2007, Brazilian company Telecomunicagoes de Sao Pavlo, 8 A acquired 100% of Brazilian company NavyTree Paricipagoes, S.A. for 361 millien
euros. This company was included in the consolidation scope using the full consolidation method.

Other companies

Tn February 2607, 100% of the shares of Endemol France were sold to Endemol, N.V., a company in which the Telefonica Group has a 75% stake.

In May, 2007, Telefonica, S.A. signed an agreement to sell its 99.7% stake in Dutch company Endemol Investment Holding, B.V. to a newly created
congortium owned equally by Mediacinco Cartera, S.L., a newly created company owned by Italian company Mediaset and s listed Spanish
subsidiary Gestevisidn Telecinco, Cyrte Fond IT, B.V. and G.5. Capital Partners VI Fund, L..P, for 2,629 million euros, obtaining capital gains of 1,368
million euros. This sale was carned out on July 3, 2007. This company, which had been fully consolidated in the Telefonica Group, was removed

from the consclidation scope.

In August 2007, the Telefonica Group dispesed of its 100% holding in Spanish company Azeler Automocion, S.A. for 0.34 million euros. This
company, which had been fully consolidated in the Telefénica Group, was removed from the consolidation scope.

On Apnl 28, 2007, Telefonica, S5.A., together with its partners Assicurazioni Generali S.p A., Intesa Sanpaolo, S.p.A., Mediobanca S.p.A. and
Sintonia, S.A. (Benetton), entered into a “Co- Investment Agreement” and “Sharcholders Agreement” with a view to establishing the terms and
conditions of their acquisition of an indirect shareholding in Telecom laliz 8.p.A. through an Italian company, currently called Telce S.p.A., in which
Telefénica has a 42.3% interest. Both agreements were modified on October 25, 2007 following the inclusion of the Assicurazioni Generali Group
companies indicated and the “Shareholders Agreement” was further amended on November 19, 2007,

On October 25, 2007 Telco $.p.A. acquired 100% of Olimpia, §.p.A., which held 17.99% of the voting shares of Telecomn Ttalia $.p.A. Also on that
date, Assicurazioni Generali S.p.A. (together with its group companies Alleanza Assicurazioni 5.p.A., INA Assitalia S.p.A., Volksfiirsorge Deutsche
Lebenversicherung A.G. and Generali Vie S.A) and Medicbanca S.p.A. contributed a total share of 5.6% of Telecom Italia S.p.A.’s voting shares
(4.06% and 1.54%, respeclively) to Tetco S.p.A.

On December 10, 2007, an agreement was reached to 1akeover and merge Olimpia S.p.A. into Telco 8.p.A., making Telco 5.p.A’s entire stake in the
voting shares of the lialian operator (23.6%) direct and leaving Telefonica with an indirect holding in the voting shares of Telecom Italia $.p.A. of

9.98% (6.88% of the dividend rights) for 2,314 million euros.

The “Shareholders Agreement” signed on April 28, 2007, contained a general clause whereby both Telefonica, at the shareholders meetings of Telco
S.p.A. and Telecom Rtalia S.p. A, and the Telefonica directors appointed to the companics’ respective boards, would absiain from participating in and
voling at the meetings dealing with issues regarding the provision of
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1 ications services by cc ies controlled by Telecom Italia 5.p.A., in countries where there are legal or regulatory restrictions on the
exercise of vating rights by Telefénica.

However, as indicated above, on November 19, 2007 the p ded on and detailed the “Sharehold "v 1", a5 well as the By]aws of
Teleo Sp A, to include the specific limitations |mposed by the Brazilian te] ica lator, Agé Nacional

(*ANATEL"), as initially posted on ils website on October 23, 2007 and subsequently published on N ber 5, 2007 as ANATEL's “Alo no.
68,276 dated October 31, 2007

Pursuant 1o clause 3.5(a) of the “Shareholders Agr t,” on Ni ber 6, 2007 Telce S.p.A. and Teleftnica entered into a Call Opfion Agreement
giving Telefénica the option 1o buy shares of Telecom Hialia $. p.A. in the event Telco S.p.A adopied a resolution to sell or pledge shares of Telecom
Italia 5.p.A (or rights related to its shares, such as voting rights) by simple majority and Telefonica were the “dissenting party,” under the terms of the
“Shareholders Agreement ™

F-101




Table of Cantents

Yelefonica

APPENDIX II: DEBENTURES AND N

The list and main features of outstanding debentures and bonds at December 31, 2009 are as follows (in millions of euros):

Maturity

Telefdniés and sptth‘l purpisc vehicles

Debentarisand boutls - <. o [Qurvensy % Inerest rate Finalvate| 200 { 2u |oaoze | o2 | zone

Subscquent

- years

ABN 15Y BOND E ‘ 380%

12820%

378%

11,922

397
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The list and main features of outstanding debentures and bonds a1 December 31, 2008 are as follows (in millions of euros):

Telcfdica and special purpose vehicks -

Tiebeatirés aud bonds:

5125%

t

TELEF. EMISIONES JUNE € 07

TELEF. EMISIONES JULY 13 I]‘?

TELEF. EMISIONES JUNE 08 EUR

1% USDLIM + 03

5.580%

Total Telefonica, S.A. and spocial parpose vehicles
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Foreiga operators

Debentarss and bouds

Telefdnica de Argeating, SA

Peso bonds, Series A

91-day CETES +0.61% -

Telef{mica Finanzas Mézico

T. Peru 1= Program (24}

T. Peru 4 Program (122 Series A)

T. Peru 4% Program (L4® Sexies B)

PEN

PEN

PEN

VAC+T7% 10

VAC +36875% -

59375% -

VAC +3625%

VAC +3.375% -

61875%

6375%

1.0625%

103% CD1

CPI-A+0.5%

Tom G Ao

TOTAL GUTSTANBING DEBENTURES AND BONDS

10,013
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TelefOuica de Pend, S AA

Crecel, 5.4,

(1) Date on which certain conditions are renegotiated

The main debentures and bonds issued by the Group in 2008 are as follows:

TelefGnica de Perd, S A A
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ENDIX IIT: FINANCIAL INSTRUMENT

The detail of the type of financial instruments arranged by the Group (notional amount) by currency and interest rates at December 31, 2009 is as
follows:

Fair value

Subseguenl Uniderlying| Associated
years

Miltins of Enros. " TOTAL

Fixed rate
Rate cap

Enstruments

Interest rale 384%

AMERICA (1,136

Floating rate

Fixed rate

Rate cap

oen
Floating rate

Fixed rate
Rate cap

Floating rate

I-'lroaling rate

Fixed rate

Rate cap
Tnstraménts in
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Millions of Euros

Instruments i

4p.
Instruments in GTQ

Spread

Integest rate

Interest rate

Interest rate

3.19%

2.74%

2.86%

9.25% - -

Interest rate

15. 03%

' 2263)
ape el

3 B n

27,329 24,132

99

Curreney options

F-108

i
Jists

141

I

o)

: (:.‘5)

“3)

»

42,674

27202

— e,




Table of Contents

Velefonica

The table betow is an extract of the previous table that shows the sensitivity to intercst rates originated by our position on inter¢st rate swaps
categorized into instruments entered into for trading purposes and instruments entered into for purposes other than trading purposes at December 31,
2009:

INTEREST RATE SWAPS
Malurity

Subsequent
years

Millions of euros 2010 2011 2012 2013 2014 TOTAL |Fair value

Receiving leg (1,685)
Paying leg
Floating to fixed

Average spread

Average spread

(486)

INTEREST RATE SWAPS

Maturity

Millions of euras 2010 2011 2012 2013 2014 IS“';’:‘:;‘“' TOTAL |Fair value

Average spread

2 7
Average interest rate 282%

Average interest rate

(694)
Averape interest rate 390%
3]

Average spread
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INTEREST RATE SWAPS

Millions of euros

Maturity

2010

2011

Floating to fixed

Average interest rate|

Average spread

Average interest rate

Average inferest rate

Average spread

Average interest rate

Average spread

4.34%

4.34%
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Foreign exchange and interest rate options, by maturity, at December 31, 2009 are as follows:

CURRENCY OPTIONS ~-
" MATURTTIES ~

013

Figures i siiras. - L

) ‘Notional amount of options
boi

Notional amount of options sokd

INTEREST RATE OPTIONS
MATURITIES

2,161,986,806
003%

Strike X - 2. 147% - -

Cash flows receivable or payable on derivative financial instruments setiled via the swap of nominals, by cumrency of collection/payment, along with
contractual malturities are as follows:

Millioes of eu

2010 2011 1012 2013 2014 Subsequent
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The breakdown of financial instruments arranged by us (notional amount} by currency and interest rates at December 31, 2008, is as follows:

FATR
YALUE
- Subscqueat Usderlying Associated
Miltions of Exros . 2009 1010 2011 012 2013 years Toual debi derivatives TOTAL

Rale cap 350 . - 400 3350 - 1,250 5350 3433 () 5,389

Interest rale

Floating rse {529) 206 151 173 142 9% 239 2492 {31H) 118,

6957 (143

Floating rale {248) 667 136 130 130 272 987 3 469 1,017
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EAIR
YALLVE
Sebsequent Underiying Associaled
2013 yedrs debt deri

Spread 001% - - - - - 0.01%

Interest rate - - - - -

575 (&) an

Interest rate - - -

5,742 {1,478)
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Figures in euros

Notional amount of options sold

Put USD / Call BRL

Call USD / Put ARS

Notional ameunt of options bought

CURRENCY OPTIONS

MATURITIES

2009 2010

287,418,265

290,062,464

2011 2012

148, 020 401
s

‘%m«l“iﬂ%ﬁg m§‘ ERFEES: E‘E“gg bh

e

1 123 431 714

33 l ,255,453

INTEREST RATE OPTIONS

MATURITIES

2010

781,127,308

Notional seld

Floors

700,000,000

2.73%

2011

400,000,000

2012

6,784,908,136

2,689,686,974
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APPENDIX IV; INTEREST-BEARING DEBT

The main financing transactions included under this heading outstanding at December 31, 2009 and 2008 and their nominal amounts are as follows:

 Adsount of Ootstandiiip woininal balaice | Arranpenent
5o comtrmet | Amillion egris) | 7 ¢ daté]
CizAnes [ o

-} Maturiiy dale

'i'ele;én‘ié w, B.V. lmr

11415412

TOTAL 17,958 19930
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The table below lists the main companies comprising the Telefonica Group at December 31, 2009 and the main investments consolidated using the

equity methed,

Included for each company are the company name, corporate purpose, countyy, functional currency, share capital (in million of functional currency
units), the Telefénica Group's effective sharcholding and the company or companies through which the Group holds a stake_

Name and corporaie purpose

Country

Carrency

Telefénica, S.A

TelelSnica 5p

Telefénica de Espafia, $.A.U.

Telemmmmfmﬁom Service,

Spain

Share capital

Interdomain, 5.A.U.
Internet resources operator

Telyco Marmwecos, S.A
Promotion, markefing ard distribution of telephone services

¥ TelefGnica
G:

]ldlll-g tompany

Telefonica Remesas, S.A
Remittance management

Spain

Telefonica ﬁhoomnmnns Piiblicas, S AU
{100%)

Ibesbanda, S A
Broadband tefecomnnications g}

Spain

i'nvcsf_

Telefonica hlenmmnal Holdmg, B V
Holding mmpmy

Netherlands

vsp

M8

TE'Ele’Il(:I Datacorp, S A V.
Telecommunications service provider and aperator

Spain

%

Brasilcel, N.V. (%)
Joint Venture and holding company for wireless communications services

Vivo, S.A (*)

Wireless services operator Brazl BRL 5959 3%
s

Compaiiia I tomal de T icaci SA .

Helding company Argentina ARS 731 100%

Telefénica Holding de Argentina, 5 A, (50.00%%)
Telefénica Intenmational Holding, B.V. (37.33%)
Telefonica Intemacional, 5.A. (12.6T%)
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Name and torporate purpose

Country

Carreacy

Share capilal

% Telefdnica

Groap Holding rompany

Telcel, C.A.
Wireless aperator

Venczuela

905

Latin America Celllar Holdings, B.V. (97.21%)
100% Telefomica, S.A. (.08%)
Comtel Comunicaciones Telefonicas, §.A_ (2.7

%)

Telefonica Chile, 5.A.
Local, long distance and international telephony services provider

Chile

578,078

Fek

Holding Lida

STEX%  [(53.00%)
Telefénica Internacicml de Chile, 5.A {44.89%)

AT A

Telefénica Méviles Perd, SA.C.
Wireless communicaiions services provider

02

100% Tekfénica del Penl, 5.A A, (100%3) A

Telefonica Méviles Colombia, S A
Wireless operator

Calombia

Olympic, Lida (50.58%)
100.00% | refonica, 5.4 (49.42%)

oompiny

Comunicaciones y Sistemas, 5.4 de C.V.
Hireless telephone and communications services

Mexico

MXN

100% Teiefonica Méviles México, 5.A. de C.V. (J009%)

Wibelers compmidiains

"Telefonica Larga Distarcia de Puerto Rico, Inc.

Puerio Rico

usn

111

9B00% | Telefdnica Intermacional, 5. A, (98.00%)

Telecommunications service operalor
e T
o

Tetettrica B

Telefbnica Mévikes El Sahvador, S.A de Cv.

Provision of wireless ond i 1 Jong distance
sendees

El Satvador

SVC

367, 541

Telefénica E) Sahvador Holding, S.A. de C.V.

08% |99 08%)

Telcfonta Celular de Nicaragoa, $.A.
Wireless telephony services

Nicaragua

247

Latin America Cellular Holdings, B.V. (38.00%)
100% | Telcfnica El Sabvador Holding, S.A. de C.V.
00%)

Telefonica, S A (92.51%)

Iniernational services provider Teleféuica Datacorp, S.A.U (7.49%})

Felefboic

AsH
Telefbnica Intermational Wholesale Services France, S.AS. F EGR B 100% Telefonica Intetnatioral Wholesale Senvices, S.L.
Provision of high bandwidth communications services {100%%)

Telefénica Intermational Wholesale Senvices Brasil Pasticipagoes,
LidParticipacoes, Lid.
Pravision of high bendwidih commamications services

62

Telefbnica Intermtiona) Wholesale Services,
B, SL. (39995
Telefonica Intermational, S.A. (0.01%)

Telefonica Infermational Wholesake Services USA, Inc.
Pravision af high bandwidh communications services

United States

T. International Wholesale Services America,
S.A. {100%)

Provision of high bandwidth communications senices

usp

T. Intermational Wholesate Services America,
Teleftmica Intermational Wholesale Services Ecuador, § A SA (99.99%)

100%  |Feteronica Intemational Whelesale Services Perd,
SAC (001%)

i al: (LR
Terma Networks Mexico, S.A de C.V. - Terma Netwoiks Mexico Holding, 8. A de C V.
ISP, portel and real-time financial information services Mexice MAN # W% (99.99%)
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Name and corporate purpose

Temra Networks Arpentina, 5.4
ISP and porial

Country

Argeniina

Curreacy

TelefbnicaTelefénica China, B.V.

Holding company

Share capital

% Telefbnica
Group

Holding cocapany

Telcfénica [llcmal:mm]. SA (9997%)
TelefdnicaTelefénica Inenational Holding, B.V.
(0.08%)

Telefénica Europe plc
Holding company

Holding mmpm 1y

‘The Link StoresLtd.
Telecommunications eqiripment relailer

Tesco Mobile Ltd. (*)
Wireless telephony servives

Tetefénica 02 Gemmany GmbH & Co. OHG
Wireless communications services operator

Telefonica Internacional, S. 4. (100%)
]
Telefonica, S.A. (100%4)
3 H
FLL + 3;
MmO2 plo (100%)
= R
Telefonica 02 UK Lad {100%)
A T
02 Ash Lul (50.00%)
- e
Ty Sem————
GmBh {99.99%%)

T:I:fﬁmder.fénn Q2 Ireland LAd.
Hirtless commumications services operalor

Telefémica 02 Crech Republic, 2.

Telecommunications service

Telefénica Servicios Audiovisuales, S A 1)
Provision of all pe of avdiovisual relecommunications services

Telelbnica 02 Genmany Mampement Gmbh (0.01%)
i

Kn]mau:.ud. {1%)
02 Netherland Holtings B. . (99%)

"ﬁ:

St

S
,uzﬁi’i HE

Tdd'ﬂnmhma Argestina 8., 01%)
Tdeﬁmn}lolmg Almmm, S.A. {6.95%)

Tz'ld'ﬁm(z Srnmnsdc Mllslﬂ, 5 A,U
Provision of telemarkeling services

Atento NV,
Telecommunications senvice provider

Alerdo Brasil, 5.A_
Telecommmications services provider

BRL

152

100%

Telealenio del Pend, S A.C.
Telecommaications services provider

Atento Centroamérica, S A
vision of cali-center services

Guaternala

55

100%

Telefonica de Contenidos, 5.A 1. (100%)
RIS

Trgenas

Telefénica de Contenidos, $.AU. (100%)

EEEaRy EBSHANE

Atento Inversiones y Teleservicios, S.A. (100%)

‘Mento N.V. {83.35%)
.Al:anoldmg ﬂnﬂe. 5.A. (16.67%)

Atenin N.V. (99.99%)
Ateoio El Sahvador, S.A de C.V. (0.01%)

o T

Red Universal de Marketing y Bookings Online, S.A. (RUMBO) (*}
Oniine travel agency

Hove

Tema Networks Asociadas, S.L. (50.0074)
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Name and corporale porpose

Country

Currency

Share capital

* Telefonica

Groap

Wolding company

‘Telefonica Ingenieria de Seguridad, S A L.
Securily services and systems

Spain

100%

Telefonica, S.A. (100%)

Telefdnica Capital, S A L)
Finance company

Spain

Telefdnica, 5.A. (100%)

Fonditel Pensiones, Entidad Gestora de Fondos de Pensiones, 8. A
Adminisivation of pension furds

Spain.

Teleftnica Capital, S.A. (70.00%)

Investipacifin y De llg, S.A.U.
Telecommunications research activities and projects

Spain

100%

Telelémica, 5.A. (100%)

Telefonica Pesquisa ¢ Desenvolvimento do Brasil, Lida.

Brazil

BRL

[l

igacion y S.A. (100%)

Telecommunications research activities and profects

=
Teicfdnica Fimmzas) § A° AY{0.03%)

Spain

Casiopea Reascguradona, 8.4, (83.33%)
Teleftnica, 5 A. (16.67%)

Scguros de Vida y Pensiones Anlarcs, $.A.
Life insurance, pensions and health insurance

Spain

31

100%

Tcl:fémm_ SA {BQ 99%)

Casiopea Reaseguradora, S A {1001%)

COMPERIEE.

Fisatel Mexico, 5.A. de C.V,
i d cash

tting and financial support for Group

Mexica

H00%

Telefénica, 8 A_ (10074)

Telefdnica Europe, B.V,
Fund raising in capitat markels

Netherlands

100

Telefénica, S A (100%)

Telel‘ﬂma Emosiones, 5.A.U.
Financial deb! instrument issuer

Spain

100%

Telefonica, 5 A {1007%%)

Sotivella bnvestment, B, V.

Netherlands

100%

Telefémica Moviles Esparia, 5. AU (100%3}

Holding company

Telefdnica Gestidn de Servicios Congpartidos Espafia, S.A.
Provision of m amgemenr and administration services

Spain

100%

Telefénica, 5.A. (190%)

Telefénica Gestidn de Senvicios Compartidos, 8 A
Pravision ofmmagmmr v adinisiation services

Chile

1017

9789%

Compaia de Telecomunicaciones de Chile, 5.A

(97.89%%)

Servicios
Prwhfm quaganavrardmmmm Serviees:

Cobros Senvigos de Gestao, Lida,
Provision of mmagemzn.l and admiristration services

99.33%

T. Gestion
(99.33%)

—ys

Tclefémca Gestae & Senvigos Companilhados do BRASIL, Lida
Prwmzm af mamagement ard administration services

99.99%

T. Gestiin de Senvicios Compartidos Espafta, S.A.
(39.99%)

00%)

T:leﬁmim Senvicios Integrales de Distribucién, $.AU,

Distribution services provider

100%

T. Gestibn de Servicios Compartidos Espaiia, $.A.
{LO0%5)

Companies accoanted for sxing the equity melhod

Teld 5 f
Holdg .p
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Name and corporale perpose

Currency | Share capital

Porwugal Tekoom, SGPS, S.A.
Iolding company

Portugal EUR 7

Telefdnica Factoring Mexico, 5.A. de C.V. SOFOM ENR
Facloring services provider

Dperalf

Telefdnica Facloring Fspaita, §.A
Factoring services provider

Spain

0f 3G wireless o

(*) Companies consolidaled using proportionate consolidation.

Through these consctidated financial statements, O2 (Germany) GmbH & Co. OHG,
[*Handelsgeseizbuch”: Germany code of commerce], and is exempt in accord

S.86%

with the stipulati
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Telefonica, 5.A. (8.51%)
Telecommmicagoes de Sa0 Paulo, S.A. -

e,
Teleférica, §.A. (40.5%)
Telefénica Facioring Espaiia, S A.
(3.50%)

complies with the provisions of Art. 264b HGB
of Arl. 264b HGB.
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Article 5.- Share Capital
Article 6.- Provisions Applicable to the Shares
Article 7.- Capital Calls
Article 8.- Rights Granted to the Shareholders
Article 9.- Co-ownership of and in Rem Rights to Shares
Article 10.- Acquisition by the Company of its Gwn Shares
Article 11.- Submission by the Shareholders to the By-Laws and Corporate

Resolutions

Title 111

The Company’s Decision-Making Bodies
Article 12.- Corporate Decision-Making Bodies
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