
Net cash used in investing activities 

Net cash used in investing activities increased by 2.19% in 2009 to 9,300 million euros from 9,101 million euros in 2008 

Net cash used in investing activities increased by 4,509 millinn euros in 2008, to 9,101 million euros from 4,592 million 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 investments were the acquisitions of Telemig by BIllSilcel, N.V. for 347 million euros, of shares of China Netcom and China Unicorn for 
688 and 424 million euros, respectively, and of 51.8% ofCTC's non-controlling interests for 640 million euros. The main payment on investments in 
2007 was for the 42,3% stake in Telco S.p.A, for 2,314 million euros. 

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

Investment in propeny, 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 decrease is in line with the dedine in acquisitions ofpropeny, 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 funher investment in fiber optics, 3G, 
TV and ADSL 

Proceeds from disposals of investments in companies, 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 curos, respectively. 

In 2009, net shon-teon financial investments included in cash flows from cash surpluses not included under cash equivalents in 2009 amounted to 548 
million euros. Net disposals of these investments in 2008 amounted to 76 million euros. 

Net cash used in financing activities 

Net cash used in financing activities in 2009 totaled 2,281 million euros, 71% less than the 7,765 mitlion euros of 2008, mainly due to 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 activities in 2008 tntaled 7,765 mitlion euros, down from 9,425 million euros in 2007. The 1,660 million euro decline was 
due basically to the decrease in the repayment of financing due to the decline in the debt balance in the last few years 

(24) EVENTS AFfER THE REPORTING PERIOD 

Significant events affecting Telef6nica taking place from December 31, 2009 to the date of preparation of these consolidated financial statements 
indude' 
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Financing 

a} Maturity of drbentures and bonds: 

On January 25, 2010, TelefOnica Emisiones, S.A.U. repaid at maturity the bonds issued on July 25, 2006 under Ihe bond issuance program ("EMTN") 
registered with the London Stock Exchange for,an aggregale amount of 1,250 million euros. 

b} Voluntary early redemptions: 

The following issues were redeemed voluntarily before maturity in the early months of2010' 

On January 29, 2010, Telef6nica, S_A. made a voluntarily repayment ahead of schedule of 500 million eu.ros on the 6,000 million eum 
syndicated loan arranged on June 28, 2005 and amended on February 13, 2009 10 extend the maturity of 4,000 million eums from June 
28,2011 by one year for 2,000 million euros and two years for the OIheJ' 2,000 million euros. 

Similarly, on February 11,2010, Telef6nica, S.A. made a voluntary repayment of 500 million eurns on th~ same loan 

c) Financing of Telco 

On January II, 2010, Telco S.p.A. ("Telco") arranged a 1,300 million eum loan with Intesa Sanpaolo, S.p.A., Mediobanca, S.p.A., SocihC <ienerale, 
S.p_A. and Unicredito, S.p.A. maturing on May 31, 2012, part of which is secured with Telecom Italia S.p.A. shares. The lending banks have granted 
Telco shareholders a call option on the Telecom Italia Sop_A. shares that they may be entitled to fe(:eive as a result of the potential execution of the 
pledge 

In line with the commitments assumed by Telco shareholders, on December 22, 2009, the rest of Telco's financing needs with respect to debt 
maturities were met with a bridge loan granted by shareholders Telef6nica, Intesa Sanpaolo, S.p.A. and Mediobanca, S_p_A., for approximately 902 
million euros, and a bank bridge loan granted by Intesa Sanpaolo, Sop_A. and Mediobanca, S_p_A., for the remaining 398 million curos. 

The financing from the bridge loans was substituted with a bond subscribed by Telco's shareholder groups, on a pro-rate basis in accor-dance with 
their interests in the company, on February 19,2010 for 1,300 million eums. 

d} Financing of ECAs 

On February 12, 2010, Telef6nica, S.A. arranged long-tern. financing for an amount of 472 million US dollars at fixed rates with a guarantee of the 
Swedish Export Agency (EKN) to acquire network equipment from a Swedish service provider. This financing entailed three tranches: trancbe A, for 
232 million US dollars maturing on November 30, 2018, tranche B, ror 164 million US dollars maturing on April 30, 2019, and tranche C, foc 76 
million US dollars maturing on November 30, 2019 

Devalualion oflhe Venuuelan Bolivar ruerle 

Regarding the devaluation of the Venezuelan Bolivar fuerte on January 8, 2010 (see Note 2), the two main factors to consideJ' with respect 10 the 
Telef6nica Group's 2010 financial statements will be 
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The decrease in lhe Telcft'mica Group's nel assets in Venezuela as a result of the new exchange rate, with a balancing entry in equity of the 
Group. This effect is estimated at approximately 1,810 million euros. 

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

Finally, on January 19, the Venezuelan Authorities announced that they would grant a preferential rate of2_60 Bo[ivar 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 filed before January 
8,2010. To that date, the Company had in fact requested authorizations related to the distribution of dividends of prior years (see Note 16) 

Fulfillment of commitments relating to the acquisition in Germany of BanseNet Telekommunikation GmbH by Telefiinica Deutschland 
GmbH 

On February 16,2010, having complied with the tenns established in the agreement dated December 3, 2009 by the parties, the Telefonica Group 
completed the acquisition of 100"10 of the shares ofHanseNet The final amount paid out was approximately 912 million euros 

Amendment to tbe agreements signed with Priu and Sogecable following the purchue of a stake in Digital+ by Gestevisiiin Teleeinco, S.A. 

Following the signing On the agreement between Prisa and Geslevision Telecinco, S.A. ("Te[ecinco") for the sale by Prisa to Telecinco ofa 22% stake 
in Digital+, on January 29, 2010, Telefonica and Prisa signed a new agreement raising the percentage stake to be acquired by Telefonica from 21% to 
22%. Meanwhile, following the agreement reached between Prisa and Telecinco, TelefOnica has underuken to renegotiate the tenns of the 
Shareholder Agreement to reflect the shareholder structure ofDigital+ following the acquisition ofa stake in the company by Telecineo 

The estimated total investment to be made by TelefOnica, after deduction of the net debt, will be around 495 million euros, ofwhieh approximately 
230 million euros will be covered by the assumption by the buyer of subordinated loan between Telefonica de Contenidos, S.A.U (creditor) and 
Sogecahle (debtor). 

This acquisition is subject, among other conditions, 10 the ohtainment of the appropriate regulatory authorizations. 

Acquisition of JAJAB 

In January 2010, the Telefonica Group, throogh its wholly owned subsidiary TelefOniea Europe pIc, acquired 100% of the shares of JAJAH, the 
leading communications innovator, for 145 million euros. 

(15) ADDITIONAL NOTE FOR ENGLISH TRANSLATION 

These consolidated financial statements were originally prepared in Spanish. In the event of discrepancy, the Spanish·language version prevails 

These financial statements are presented on the basis oflnternational Reporting Standards as issued by the International Accounting Standars Board 
(lASB), which do not differ for the purposes of the Telefonica Groop from IFRS as adopted by the European Union. Consequently, certain accounting 
practices applied by the Group do not conform with generally accepted principles in other countries 
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APPENDIX I' CHANGES IN IHE CONSOLIDATION SCOPE 

The following changes look place in the consolidation scope in 2009: 

Idefiinica Europe 

The companies BT Cellnet Ltd and SPI Telecom Finance, RV were disposed of. Both entilies, previously included in the consolidated financial 
statements oflhe Telefonica Group using the full consolidation method, were removed from the consolidation scope 

In December, Gennan company Telefonica Global Services, GmbH, a wholly owned subsidiary of the Telefonica Group, sel up a Gennan company, 
Telef6nica Global Roaming, GmbH, with initial capital of 25 thousand euros This company was included in the consolidation scope using the full 
consolidation method. 

Ieleflmica Latin America 

Pursuant to Chilean law, on DecemlNlr I, 2008, Telef6nica, S.A., through subsidiary Inversiones Ielef6nica Internacional Holdin& Ltda., launched a 
second tender offer ("second offer") for all the shares of Compaiiia Telefbnica de Chile, S.A. (CTC) Te1ef6nica did not already hold (representing 
3.25% orCTC's capital). 

Upon completion of the second offer, Telefonica's indirect stake in CTC increased from 96.75% to 97.89".4 at the date of filing the notice with the 
Spanish Nationru Securities Commission, the CNMV, on January 9, 2009. The Telefonica Group still consolidates the Chilean company using the full 
consolidation method 

Pursuaot to the corporate restnlcturing of the Brazilian group Vivo, on July 27, 2009 Telemig Celular, S.A. was absorbed by Telemig Celular 
Participa<,:OCs, S.A., which was subsequently absorbed by Vivo Participa<,:OCs, S.A. Following this transaction, Telemig Celular, S.A. and Telemig 
Celular Participa~oes, which had been fully consolidated in the Telefonica Group, were removed from the consolidation scope. The Telefooica Group 
still consolidates Vivo Participa~oes, S.A. using proportionate consolidation. 

On November 19, 2009, within the scope of the same corporate restructuring, the companies Tagilo Participa~s, Ltda., Sudestecel Partici~s, 
Ltda., Avisla Participa,.aes, Ltda. and Vivo Brasil Comunica~oes Ltda. were absorbed by Portelcom Participa~, S.A. All these companies, 
previously consolidated using proportionate consolidations, were removed from the Te1eronica Group's consolidation scope 

In September 2009, deeds of liquidation of Nicaraguan companies Telefbnica Moviles Nicaragua. S.A., Doric Holdings y Compailia, Ltda. and 
Kalamai Holdings y Compania, Ltda. were executed. The companies, which had been fully consolidated in the TelefOnica Group, were JUIIoved from 
the consolidation scope 

On December 3, 2009, following approval hy the National Securities Commission of the Argentine Republic, the Argentine securities regulator. 
Telefbnica, S.A. acquired shares representing 1.8% of the share capital of Telef6nica de Argentina, S.A. held by minority shareholders for a price of 
approximately 23 million euros. Following this acquisition, the Telefonica Group is owner of all of the shares of the Argentine company. This 
company is still fully consolidated in the consolidated financial statements oflhe Telef6nica Group 
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On October 21,2009 Telefonica, S.A. and China Unicorn (Hong Kong) Limited ("China Unicorn") completed Ihe mutual share exchange agreement 
Ihrough which Telefonica, through Telefonica lntemacional, S_A.U .• subscribed for 693,912,264 newly issued shares of China Unicorn. satisfied by 
the contribution in kind to China Unicorn of 40,730,735 TelefOnica shares. This entailed an investment of approximately 1,000 million US dollars of 
ordinary shares of China Unicorn. Following this acquisition, Ihe TelefOnica Group's shareholding interest in China Unicorn's voting share capital 
increased from 5.38% to 8.06%. 

On November 5, the share buyback agreement of one of China Unicorn's core shareholders, SK Telecom Co., Ltd. ("SKT'), was carried out. 
Following the buyback and cancellation oflhe shares, the Telefonica Group's holding in China Unicorn's share capital reached 8.3?"'-\'. The Telefonica 
Group accounts for this investment using the equity method. 

Other eompaniH 

In February 2009, Telef6nica International Wholesale SelVices II, SL was incorporated, with initial capital of 3,006 euros, fully subscribed and paid 
by Telefonica, S.A. This company is included in the consolidated financial statements oflhe Telefonica Group using the full consolidation method 

In 2009, Telef6nica International Wholesale SelVices II, S.L incorporated the European companies TIWS Hungary, TIWS Sweden and TIWS Latvia, 
subscribing and paying up 100% of their respective share capital. All oflhese companies have been included in the TelefOnica Group's consolidation 
scope using the full consolidation method 

In April, Dutch company Atento, N.V. acquired 100% of Ihe shares of Venezuelan company Teleatenci6n de VeneZllela, c.A. for approximately 9 
thousand euros. This company has been included in the Telefonica Group's consolidation scope using the full consolidation method. It has been idle 
since its incorporation 

In April, Chilean company Compailia de Te1ecomunicaciones de Chile, Marketing e Infonnacion, S.A., a subsidiary of Atento Chile, S.A., was wound 
up_ The company, which was fully consolidated in the Telefonica Group's financial statements, was removed from the consolidation scope. 

Spanish company Tclef6nica Remesas, S.A. was incorporated by Telefonica Telecomunicaciones Publicas, S.A., a wholly owned Telef6nica Group 
subsidiary, with initial capital of 0.3 million euros, fully subscribed and paid. This company has been included in the Telef6nica Group's 
consolidation scope using the full consolidation method 

Telef6nica M6viles Espana, S.A., a 100% owned subsidiary of Telef6nica, S.A., sold its 32.18% stake in Moroccan company Medi Telecom, S.A 
(Meditel) and the company's outstanding loans, for 400 million euros to Ihe rest of Meditel's local partners. This company, which in 2008 was 
accounted for by the Telef6nica Group using the equity method, was removed from the consolidation scope. 

In September, Argentine company Atusa, S.A. was incorporated, with initial capital of 50 thousand Argentine pesos, which was fully subscribed. The 
Teler6nica Group paid for 25% of the company. This company has been included in the Telefonica Group's consolidated financial statements using 
the full consolidation method. 

In 2009, Spanish company Atento TeleselVicios Espana, S.A_U., a wholly owned subsidiary of Ihe Telef6nica Group, took over and merged 
Amsterdam-based company Atento EMEA, 8.V. This 
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company, which was fully consolidated in the Telefonica Group's consolidated financial statements, was removed from the consolidation scope. 

Following the sale of Sintonia, S.A.'s stake in Telco S.p.A (Telco), the Italian company with a 22.45% shareholding in telecommunications operator 
Telecom ltalia S.p.A, Telef6nica, S.A's Slake in Telco increased from 42.3% to 46.18%, maintaining its effective interest in Telecom Imlia S.p.A 
through this company at 10.36% of the voting shares. The company is still accounted for in the Telef6nica Group consolidated filllUlcial statements 
using the cquity method 

In November, Telef6nica Servicios Audiovisuales, S.A., a whole owned subsidiary of the Telefonica Group, acquired lOO"A. of Spanish company 
Gloway Broadcast Scrvices, S.L. ("GJoway") for approximately 6 million euros Tbis company has been included in the TelefOnica Group's 
consolidated financial statements using the full consolidation method 

The main chinges in consolidation scope in 2008 were as follows: 

Telef6nica Spain 

In June 2008, Spanish company Iberbanda, S.A. raised and then decreased capital to offsel losses. In the move, Tdef6nica de Espada, S.A.U. 
subscribed more shares than corresponded 10 its shareholding, thereby raising its stake in the company from 51% to 58.94" •. nus company is still 
fully consolidated. 

Telffonica Latin America 

On September 17, 2008, Telefonica launched a tender offer through its Inversiones Telef6nica International Holding, Llda. subsidiary to acquire all 
the outstanding shares of Compania Telef6nica de Chile, S.A (''CTC'') thai Telefonica did not control directly or indirectly. This amounted to 55.1% 
of CTC's share capilal. This included all CTC shares listed on the Santiago de Chile and New York Stock Exchanges (represented by American 
DepositaI)' Shares). The offer was structured as a purchase of shares in cash, initially at a price of 1,000 Chilean pesos for elass A shares and 900 
Chilean pesos for class B shares. On October II, 2008 the offer price was increased to 1,100 Chilean pesos for class A shares and 990 Chilean pesos 
for class B shares 

Upon complction of the acceptance period of the tender offer, a total of 496,341,699 shares issued by CTC were tendered, representing 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"10 to 96.75%. nus Chilean company 
was still included in the Telef6nica Group's consolidation scope using the full consolidation method. 

Subsequently, pursuant to the obligations in Chilean law, on December I, 2008, Telefonica, through subsidiary Inversiones Telefonica Intemacional 
Holding. Ltda., presented a second tender offer 10 acquire all the outstanding shares ofCTC that it did not own, directly or indirectly, after settlement 
of the first offer (representing 3.25% ofCTC's capilal), on the same economic terms as the initial bid. nus offer expired on January 9, 2009. 

In August 2008, Teler6nica del Peru, S.A.A. acquired 71.29% of Peruvian company Star Global Corn, S.A.C. for 8 million US dollan. The company 
was included in the Telefonica Group's consolidation scope using the rull consolidation method. 

On April 3, 2008, in accordance with the tcrms of a sale and purchase agreement entered into on August 2, 2007, after the pertinent administration 
authorizations were obtained, Vivo Participa\",oes, 
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S.A. ("VIVO") completed the acquisition of53.90% of the voting stock (ON) and 4.27% of the preftrred stock (PN) ofTelemig Celular Participa~oes, 
S.A., the controlling shareholder ofTelemig Celular, SA., a mobile telephony operator in the State of Minas Gerais (Brazil). According to the tenns 
of the sale and purchase agreement, the total purchase price was 1,163 million reais (approximately 429 million euros). VIVO also acquired the right 
held by the seller to subscribe in the future for paid up shares in Telernig Celular Participa~ocs, S,A. for a price of approximately 10 million Brazilian 
reais (26 million euros). 

Moreover, on April 8, 2008, VIVO, through its subsidiary Tele Centro Oeste!P, SA., launched a voluntary tender offer for shares representing up 10 
one third of the free floal represented by the preferred stock in Telernig Celular Parti(;ipa~s, S.A. and in its subsidiary Telemig Celular, SA. at a 
price of 63.90 and 654.72 Brazilian reais, respe<:tively. Once the offer concluded, on May 15, 2008, having reached a level of acceptance of close to 
100";", TCO !P, S.A. acquired 3\.9"/0 and 6% of the preferred shares ofTelemig Celular Participa~oes, SA. and Telemig Celular, S,A., respectively. 
Furtbennore, in accordance with Brazilian Corporations law, 'rCO lP, S.A. submitted a mandatory tender olTer on July 15 for all the voting stock in 
Telemis. Celular Participa~s, S,A. and Telernig Celular, S.A. at a price per share equivalent to 80% of the purchase price of the voting stock oflhese 
compames 

On December 19, 2008, approval was given by shareholders of Telemig Celular Participa~oes, SA., Telemig Ceiular, S.A. and Vivo Participa~oes, 
S.A. (Vivo) in their respective extraordinary meetings to reorganize the Vivo Group, whereby TCO !P, SA. was spun off. Its assets were subsequently 
integrated under Telemig Celular, S.A. and Telemig Celular Participa\"oes, S.A., making Vivo a shareholder in both Brazilian companies, with direct 
and indirect stakes at December 31, 200S amounting to 90.65% and 5S.9%, respe<:tively. Both companies were included in the TelefOnica Group's 
consolidation scope using proportionate consolidation. 

Multi Holding Corporation, S.A, which was wholly owned by Telef6ruca, S A., was wound up. Accordingly, the company, which was' fully 
consolidated in the Telef6nica Groop's financial statements, was removed from the consolidation scope 

On June 16, 2006, Telef6nica de Argentina, S.A signed a contract to acquire the shares of Telef6nica Data Argentina, S.A, (787,697 shares, 
representing 97.89% of its share capital) held by Telef6nica Data Corp, S.A.U., a wholly owned subsidiary ofTelef6nica. 

After extending the deadline for the sale, on January 2S, 200S Tclef6nica Data Corp, S.A.U. assumed the obligation to acquire all the shares of 
Telef6nica Data Argentina, S,A. it did not already own (14,94S shaTes at a price of 224.30 Argentine pesos, representing I.S578% of share capital) 
This acquisition was carried out on November 17,2008. 

As a result, Telef6nica DataCorp, S.A.U. became owner of S02,645 shares, representing 100% of Telef6nica Data Argentina, S A It subsequently 
transferred these shares to Telefonica de Argentina, S.A. in various stages, which ended on December II, 200S. 

Other companin 

In November 200S, Telefonica del Peru, S.A A. sold a total of 4,496,984 shares representing approximately 30% of the share capital of Tel eaten to del 
Peru, S,A.C. to Dutch company Atento, N.V. (1,124,246 shares), Chilean company Atenlo Chile (2,323,442 shares) and to shareholders of Tel eaten to 
del Peru, S.A.C. itself (1,049,296 shares), for approximately 103 million new soles. Following this Iransaction, the Telef6nica Group holds 100% of 
the Peruvian company's share capital. This company was still fully consolidated. 

F-9S 



In October 2008, Atento Holding Inversiones y Teleservicios, S.A. (Atento fiT) set up Dutch company Atento EMEA, B.V., with start-up capital of 
approximately 21 thousand euros. This capital was provided via the spin-off of the wholly owned subsidiaty Atento fiT. Atento, N.V. The companies 
it owned in Europe and Morocco then belonged to the new company Atento EMEA, while those located in Latin America and Italy were still 
controlled by Atento, N.Y. Both the newly created Atento EMEA, B.V. and the existing Atento, N.V. were fully consolidated in the Telefimica Group. 
In addition, on March 4, 2008, Atento lilT acquired 100"10 of the shares of Telemarketing Prague, a.s. 

In January 2008, Tunned, S.L. and the Telefimica Group, through its wholly owned Terra Networks Asociadas, S.L. subsidiary, IlOld their 100% 
Slakes in Viajar.com Viajes, S.L.U. and TelTll Business Travel, S.A., respectively, to the Spanish company Red Universa1 de Marketing y Bookings 
On Line, S.A. (RUMBO). The Telefonica Group consolidated this company using the equity method until February 2008 and then proportionately 
from March. Subsequently, on October 28, 2008, RUMBO, Viajar.com Viajes, S.L.U. and TelTll Business Travel, S.A. were merged, with RUMBO 
absorbing Viajar.com Viajes, S.L.U. and Terra Business Travel, S.A., which were extinguished. 

Terra Lycos Holding, B.Y. and Telef6nica U.S.A. Advisors Inc. were liquidated. 

In March 2008, Telco S.p.A., in which Telef6nica holds a stake of 42.3%, acquired 12l.5 million shares at a price of 1.23 euros per share in the Italian 
company Telecom ltalia (equivalent to 0.9% of its share capital), bringing its total diroct interest to 24.5% of the voting rights and 16.9% of the 
dividend rights. The transaction implied a payment of 149.8 million euros. 

As a result, the Telef6nica 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 TclefOnica Group's consolidated financial statements by the equity method 

After a capital hike by Colombian company Telef6nica M6viles Colombia, S.A., which Telef6nica, S.A. fully subscribed, Telef6nica, S.A.'s stake in 
the company increased to 49.42%, while the shareholding of Colombian company Olympic, Ltd .• a 99.99".4 subsidiary of the Te1ef6nica Group, 
decreased to 50.58%. The Telef6nica Group still consolidated the Colombian operator using the full consolidation method. 

In December, Portuguese company Portugal Telecom, SGPS, S.A. (PT) bought back and cancelled 46,082.677 shares in line with its share buyback. 
program. This raised the Telef6nica Group's direct and indirect ownership interest to 10.48%. In accordance with article 20 of the PorILIguese stock 
market code, Telefonica sold 4,264,394 shares of PT, thereby lowering its stake to 10%. This company was still included in the COIIsolidatioo scope 
using the equity method. 

In December 2008, Telefactoring Colombia, S.A. was incorporated, with start-up capital amounting to 4 billion Colombian pesos, fully subscribed and 
paid in. Telef6nica subscribed and paid 1,620 million Colombian pesos, equivalent to a 40.5% stake. This company had yet to commence operations 
and was not included in the consolidation scope at the end of2008 

Changes to the 2007 consolidation scope are des~ribed in the following sections_ 

Telefonica Europe 

Telef6nica 02 Europe Pic, a wholly owned subsidiary of Telef6nica. S.A., and its 10000A>-owned subsidiaty 02 Holdings. Ltd. sold 100% of the share 
capital of UK company Airwave 02, Ltd, for 1,932 million pounds sterling (equivalent to 2,841 million eurns at the tnmsaction date), obtaining a 
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gain of 1,296 million euros. This company, which had been fully consolidated in the Telefonica Group, was removed from the consolidation scope. 

On December 20, 2007, the 02 Group Iransferred legal ownership to the entire business in Gennany to TelefOnica, S_A. through a dividend in kind for 
8,500 million euros 

Trlrfonica Latin America 

In 2007, Brazilian company Telecomunica~oes de Sao Paulo, S_A. acquired 100% ofOrazilian company NavyTree Participa~oes, S_A. for 361 million 
euros. This company was included in the consolidation scope using the full consolidation method 

Other companies 

In February 2007,100% of the shares of En demo I 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 
consortium owned equally by Mediacinco Cartera, S.L., a newly created company owned by Italian company Mediaset and ilS listed Spanish 
subsidiary Gestevisi6n Telecinco, Cyrte Fond IT, B.V. and G.S, Capital Partners VI Fund, L.P, for 2,629 million euros, obtaining capital gains of 1,368 
million euros_ This sale was carried out on July 3, 2007. This company, which had been fully consolidated in the Telef6nica Group, was removed 
from the consolidation scope_ 

In August 2007, the Telef6nica Group disposed of its 100% holding in Spanish company Azeler Automocion, S_A. for 0_34 millinn euros_ This 
company, which had been fully consolidated in the Telefonica Group, was removed from the consolidation scope. 

On April 28, 2007, Telefonica, S.A., logethCl' with its partners Assicurazioni Generali S.p A., Inlesa Sanpaolo, S_p_A., Mediobanca S.p_A. and 
Sintonia, SA. (Benetton), entered into a "Co- Investment Agreement" and "Shareholders Agreement" with a view to establishing the tenns and 
conditions of their acquisition of an indirect shareholding in Telecom Italia S.p.A. through an Italian company, currently called Telco S.p.A., in which 
Telefonica 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 S.pA acquired 100"10 of Olimpia, S.p.A., wliich held 17.99% of the voting shares of Telecom ftalia S.p,A. Also on that 
dale, Assicurazioni Generali S.p.A. (together with its group companies Alleanza Assicurazioni S.p.A" INA Assitalia S.p.A" Volksfursorge Deutsche 
Lebenversicherung A.G_ and Generali Vie S_A.) and Mediobanca S.p.A. contributed a total share of 5.6% of Telecom Italia S.p.A. 's voting shares 
(4_06% and 1.54%, respectively) to Telco S_p_A 

On December 10, 2001, an agreement was reached to takeover and merge Olimpia Sop_A inlo Telco S_p_A., making Telco S_p_A's entire stake in Ihe 
voting shares of the Italian operator (23_6%) direct and leaving TelefOnica with an indirect holding in the voting shares of Telecom lIalia S.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 Telefooica, at the shareholders meetings of Telco 
S.p,A. and Telecom Italia S,p_A, Hnd the Telef6nica directors appointed to the companies' respective boards, would abstain from participating in and 
voting at the meetings dealing with issues regarding the provision of 
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telecommunications services by companies controlled by Telecom Italia S.p.A., in countries where there are legal or regulatory restrictions on the 
exercise of voting rights by Telefonica. 

However, as indicated above, on November 19, 2007 the partners expounded on and detailed the "'Shareholders Agreement", as well as the Bylaws of 
Telco S.p.A., to include the specific limitations imposed by the Brazilian telecommunications regulator, Agincia Nacional de TelecomllnicafOes 
("ANATEL"), as initially posted on its website on October 23, 2007 and subsequently published on November S, 2007 as ANATEL's "'Ato" no 
68,216 dated October 31, 2001. 

Pursuant to clause 8.5(a) of the "Shareholders Agreement," on November 6, 2007 Telco S.p.A. and Telefonica entered into a Call Oplion Agreement 
giving Telef6nica the option to buy shares of Telecom Ilalia S.p.A. in the event Telco S.p.A adopted a resolution to sell O£ pledge shares of Telecom 
Italia S.p.A (or rights related to its shares, such as voting rights) by simple majority and Telef6nica were the "'dissenting party," under the terms of the 
"Shareholders Agreement" 
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APPENDIX n· DEBENTURES AND BONDS 

The list and main features of outslanding debentures and bonds at December 31, 2009 are as follows (in millions of euros) 
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The list and main features of outstanding debentures and boilds al December 31, 2008 are as follows (in millions of e)lros); 

Tddhka III~ S(>U:ial PlIrpose w'ides 
kbe.faresailld oolld5 eu"..,...y 
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The main debentures and bonds issued by the Group in 2009 are as follows 

(1) Date on which certain conditions are renegotiated 

The main debentures and bonds issued by the Group in 2008 are as follows: 
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APPENDIX Ill: FINANCIAL INSTRTlMENTS 

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' 

Millions or Ellr,,' 
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The lable below is an exlracl of lite previous table Ihal shows the sensitivity to interest rales originated by our position on interest rate swaps 
categorized into instruments entered into for trading purposes and inslruments entered inlo for purposes olher titan trading purposes at December 31, 
2009: 

Millions of euros 

EUR 

Millions of eur05 

Re<:eiving leg 

INTEREST RATE SWAPS 

2010 2011 2012 

, " "," 

INTEREST RATE SWAPS 

2010 2011 2012 

Maturity 

2013 2014 

Maturity 

2013 2014 

Subsequenl 

Subsequenl 
years 

TOTAL Fair value 

TOTAL Fair value 

'y" '''',ccc" ," '" """,:c: 

"','", I'}i :'1 L,c:;,;:::j,' :1:'T,·:'I"h""".'·.l· ;''';:1: j"I'·l~ 
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Foreign exchange and interest rate options, by maturity, at December 31, 2009 are as follows: 

INTEREST RATE OPTIONS 

Notional bought - 1,119,299,628 - 2,161,986,806 

l!~~~gP'E ~';';-'< ~,"_,c":3o :~~~~Hj~'P~" ~; <-" >;ii-; ?~?~';!(-'''-' "":-;}~ ;;:~E;;~~i~: 
Strike Floor H09"I0 3.48% 

Notional sold - 6,032,299,291 - 2,161,986,806 

~k~;;(;~~\t:l1l~;i;~' '''''X: -;:;-~Wl~~i;J~~~" ~~:;:: ~}~~-:;,~:-~ :~ ~;:~j;&i%j 

Floors 

~~ft~~~~8Ktj0;~;;~' ------,,~: -~:-:~:::~;ot:~~i:~!2J~?6?3 {~~;~;::}::~),~~~;~y.;.~~f 
Strike 2.844% 0.802% 

1-!9~~~~~f4i ~;;~:;f;:~A~;-:®>~~n::: ;~;;i~?Oj);®o;~:~~:;;~' 
Strike 4.382% 2.147% 

Cash flows receivable or payable on derivative financial instruments settled via the swap of nominals, by currency of collection/payment. along with 
contractual maturities are as follows: 
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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 

MillionsofEnros ''"'' ''''' "" "" 2013 Tout 

floatingrate (9.170) (1,210) 6,475 (158) 4,112 799 &48 7,639 (I,n~) 65 

~JB~:!m~::5E ,:o:?~ f~~~M~;~~;~ !~:9~ \~jr;~~~Kifj:O;fiji;{ i~;~~:~;m~ ;'q~~;: j::3jiJ~:;: i;~;!H;~Wifm~;' ---<" A:g ;j~1~;J'tL:, :<l,F~-
Fixed rate 9,439 ~,408 1,607 31 (46) 5,844 21,283 11,149 10,244 21,593 

',;:., O','!~=-,;:,,,:,;,,;,,,, :,o"-='>--';:_':~~_"f' A?~~ t;r~·!@:t~ ::-l~f;f~ ~~~;;=Ej~!~~';; :~;J~f)?Ji~i~g;~i-j;;Q: 

,.'''' '.W4 

4_62% 3_9~% 

..... 4_:---~1:~;.:' ~:~~--- d~nfji~ "" '" ,GOP 

~lUi:: :;;:h; ~;~;,jtl19J'~ '" ,;;,;:::;: ,;~~,l)~~ !~3;~~~;~ ,;~;:J~~J;V,; :nw:w~E';'f$ir::tj -)'" ;~:;_;:1;91_ii';: '-="-:<.JtiE" :~1 ijJ# 
lnIereslralC l.l6% 5.12% 7.63% 6.44% S.27"A. 7.42% 

~~:if~ o"'''''~:: ;-:;;;":~~; '; ,-~; '.(10it'· ;--'rfji;~l'::~~1~:1~~:X;oj'}:~~!c>--- ~';~~:tm --;i;~;;" ~IXq~j~;; fH~i~l~;;- '1 ~;);iif: ~;f~;:i(.f;; -, ~~2i 
AMERICA (60) 1,844 889 741 1,1~6 3,164 8,:U0 n,:rn (6,s..~) 5,719 
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CURRENCY OPTIONS I 
Figures ill euros MATURITIES I 

'·~~i~::fijfiJlfiw~t$j~1@:4~~~~. ifl~,~~~~~'[i~r~mBr~~[~~r~ITJ~~~~~~~~J_~~~ 

::,~~~1:~!;='O~~{';O~:~;"~' ,J~i:\W~4m'ifd~t,,::;;;:~~i~lii~;'!flt~~~~~~r;_iF.i~ 
NotiOllalamountofoptiollssold 268,984,547 - 195,129,693 -' _ 831,25~jjl 
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INTEREST RATE OPTIONS I 
MATURITIES I 

2009 2010 2011 2012 2013+ I 

700,000,000 400,000,000 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 OIltstanding at Det:ember 31, 2009 and 2008 and their nominal amounts arc as follows: 
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APPENDIX V- MAIN COMPANIES COMPRISING THE TEl EFilNICA GROUP 

The table below lists the main companies comprising the Telef6nica Group at December 31, 2009 and the main investments consolidated using tbe 
equity melhod. 

Included for each company are lhe company name, corporate purpose, countl)', functional currency, share capital (in million of functional currency 
units), the Telef6nica Group's effective shareholding and the company or companies lhrough which lhe Group holds a stake_ 

F-118 

i 
•• 1 



nbleorCo~te~t. 

F-119 



f-120 



nbleorCoalulS 

(83.33%) 

COIlsu/ling wId financial support for Group 

, . 
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(*) Companies consolidated using proportionate consolidation 

Through these consolidated financial statements, 02 (Gennany) GmbH & Co_ OHG, complies with the provisions of Art. 264b HOB 
("Handelsgesetzbuch": Gennany code of commerce], and is exempt in accordance with the stipulations of Art 264b HG8. 
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