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We are constantly transforming_

1989 2000 2013 1989 - 2013

Customers (Mn) 12 68 323 x27
Countries * 1 § 16

Team (“000) 71 149

3 Revenues (Mn €) 4273 28,482 57,061

* Includes Ireland, Czech Republic and Slovakia. At the end of 2013, the sale of operations in these countries were pending regulatory approval.
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In 25 years Telefonica built a solid position...

Accesses
December 2013 (Mn)

Brazil: 92.7
Argentina: 26.7
Mexico: 21.9

Peru: 20.9
Total Accesses

Colombia: 14.8
222 Mn
Chile: 13.6

Leading Contract

Central America: 11.8 penetration*: 25%

Venezuela: 11.7 Leading Smartphones

penetration*: 22%
Ecuador: 5.2

Uruguay: 1.8

Notes: Central America includes Guatemala, Panama, El Salvador, Nicaragua and Costa Rica. Total accesses figure includes Narrowband Internet accesses of Terra Brazil and Terra Colombia, and Broadband
Internet accesses of Terra Brazil, Telefonica de Argentina, Terra Guatemala and Terra Mexico.
* Penetration over mobile accesses.
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..and we can say with proud we are Latin American_

2013 (Mn €) % Va\:.S I;%ﬁgrted % \(/e;r.z 81r§a*nic
Revenues 57,061 8.5% +0.7%
OIBDA 19,077 10.1% 0.0%
OIBDA Margin 33.4% 0.6 p.p. 0.2 p.p.
Operating CF ** 10,905 11.8% 2.7%

Accesses by Region Revenues by Region OIBDA by Region

T-Europe 32% §T-Latam 68% | T-Europe 47% §T-Latam 51% | T-Europe 52% §T-Latam 49%

B Spain

[ Rest T-Europe

Il Spain

[ Rest T-Europe

Il Spain
[ Rest T-Europe

[ Brazil [ Brazil [ Brazil

M Rest T-Latam ¥ Rest T-Latam I Rest T-Latam

* Organic growth: Assumes constant exchange rates as of 2012 (average Fx in 2012), excludes hyperinflationary accounting in Venezuela and considers constant perimeter of consolidation.
** Operating CF = OIBDA - CapEx (excluding spectrum).
Note: Differences up to and over 100% are due to “Others & Eliminations”.
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We are more than ever convinced about the huge
digital opportunity_

Mobile Data Traffic

2013-2018E

-

x13 x13
[ ) 000 0000 0OOGOS .....X.;OQOOOQOOXos...

Latam Asia EMEA Western North
Pacific Europe America
2013 2018E

2005 2006 2010 2012 2013
........................) 4......................) .
Smartphone LTE + CLOUD Traffic per Customer SZI0R ] 3.8GB
Source: CISCO. Source: CISCO and GSMA Intelligence.
Connected Objects Broadband Penetration
PCs Mobility/ Inter.net of Internet. of 2013 2018E
BYOD “things” “everything”

o @
cars
Cities
mart Connected Drones Fixed
Wearables Smart TV Home
1995 2000 2013 2020

Connected

Smart

\ 4

Source: CISCO. Source: Pyramid - Global Custom Forecast Q4 13 (Feb-14).
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About new growth opportunities for the industry...

Global Industry Revenues

CAGR 13-17
Cloud
) M2M
Services
10%
4 )
Mobile 6%
e-Government
Payment -
4%% R
Big Data e-Commerce ICT Total| ICT LatAm | Mobile
\__ _/ Data
Source: IDC - Worldwide Black Book (Feb14).
BE MORE . Telefonica
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...in all regions, but specially in Latam_

ICT Market in 2013

Bn USS CAGR CAGR

2008-13 2013-17E

Source: IDC - Worldwide Black Book (Feb14).
BE MORE
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North America 1,082

Europe

Asia-Pacific

Latin America

Middle East & Africa

Worldwide

L 3492




Telefdnica sits on a privileged position to capture
this growth potential

“Combines its Telco with
From additional digital assets

To
ey . . to help people to access and
Traditional Telco Digital Telco enjoy the best that
technology can offer”

Leverage unique assets (networks/IT & Bl/distribution)

» Copper, 2G/3G  Fiber, LTE, Cloud-RAN, virtualisation...
 Traditional IT  IT as a Digital enabler

 Physical stores and call centers - Digital customer experience
 Traditional Business Intelligence * Customer Insight

Capturing growth beyond connectivity

« Communication services - Digital solutions
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We are working to promote changes of the model in
our sector...

Offer
simplification

Removing/
reducing subsidies

Creating new

digital services

Supporting
alternative ecosystems

+e-plus+ + O, 3+ O,

Hutchison Whampoa  |reland Czech

Intra-markets
Consolidation
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We are driving our technological transformation...

2014

FTTH

LTE

Transportation

TV

Coverage (POP)

~ 10 Mn
Homes passed
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And we are convinced Telefonica’s
activity has a clear positive impact in
Iy, WS the societies where it is present

Iim’: m - g
.l"' ’“l
Y """h '

1. engine for economic sustainable
\ ‘development and innovation...
) . _ N
{

e ...and to help
ASovercome social divides

¥
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We have a strong commitment with R&D_

Worldwide Telco sector ranking by R&D

(Million Euros)

2,664 737@]5”[6’4

#2 Telco by
R&D

NTT Telefonica at&t Telstra  British France Telecom Vodafone KDDI Deutsche
Telecom Telecom Italia Telekom

Source: The 2012 EU Industrial R&D Scoreboard (Comision Europea).
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With innovation and entrepreneurship_ |

OPEN FUTURE

TALENT EMPLOYMENT INVESTMENT

/’ MARKET ACCESS

/» AMERIGO
amerlgU
WAYRA
wayra.
/' CROWDWORKING SPACES
f’ CAMPUS PARTY sampus

TALENTUM WM«M

/» Startups
th
THINK BIG g

Open Platform
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ACELERATION
Crowdfunding - VA’s - VC’s

INVESTMENT




And with social innovation as ways to transform
society_

Education and learning
Art and digital culture
Corporate Volunteering

Yelefonica

FUNDACION

- 716,641 children at risk of social exclusion have
been attended in Latin America to fight against child
labor

. 30’332 teachers have been trained Prese-,nc.:e of Fundacion Countrlles.where Fundacion
Telefonica in the world Telefonica collaborates

* More than 24,000 volunteers have taken part in
solidarity initiatives 8
* 12,004 young people have been trained to support COUNTRIES

the development of 3,726 projects

Total beneficiaries of Telefonica Foundation 1,542,898

BE MORE .
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The market is ready: 60% of internet users in Latam

are

Birs
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Fuente: comScore Media Metrix, Marzo 2013, Usuarios en el hogar o trabajo, de 15 afios o mas

Edad Usuarios Internet

Global

(Marzo 2013)

o sew Ezsaa

America Latina

Composicion por Edad de Consumo

en Minutos de internet
(Marzo 2013)

15-24 25-34

35-44 45-54 55+

55+ Colombia 50% 245 14% 8% 4%
W 45-54 Venezuela 48% 25% 15% 8% 4%,
= 35.44 México 40% 23% 17% 11% 5%
Chile 40% 25% 16% 12% 8%
W 25-34 Perii 39% 26% 18% 11% 6%
m 15-24 Puerto Rico 36% 24% 18% 11% 12%
Argentina 32% 26% 17% 12% 13%
Brasil 32% 28% 18% 11% 6%
. Sexo Usuarios
Internet

m (Marzo 2013) ®
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And that is why we are convinced there are plenty
of new opportunities!

Latam...

Grows
Attracts investment
IS young

|s connected

‘ ) '
- '."ﬁ, ' T

- .
Latam is already exper e d‘f Ital revolution



But, where are the gaps?

LATIN AMERICA: COMPARATIVE AFFORDABILITY
BY INCOME DECILE

- I
=

AFFORDABILITY BY INCOME DECILE

o m

BOTTOM OF THE PYRAMID

@) F0enBROABAND M5 (@) MOBILE BROADBAND [ Dot

Figure A

Source: GSMA Mobile Broadband at the Bottom of the
Pyramid In Latin America, Raul Katz & Fernando Callorda
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According to Katz et al.

1. Reduce intervention: free
markets to foster competition
through innovation and better
service

2. Reduce taxes: both on service
and terminals

3. Higher affordability of spectrum -
bids should promote expansion.
Investment resources should be
directed to networks not for
governments (beauty contest).



...short term priorities vs long term growth models_

Efforts mainly on the supply side
but future policies must take into
account demand side.

Infrastructure

Challenges:

1. Reliable information
from users to understand
gaps and make better
decisions.

ECO§ gSte 11 Services

2. Define future growth N,
models S, 4

N

3. Define government

priorities: users or
fiscal requirements?
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And...

sustainability

keep It

o Sl

_ Corporations
Mobile Data and \
Governments Paradigms
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Lets work together_

Work on alliances
Industry Positioning
Better Information
Engagement

 Positive agenda
* Vision 2020
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The Digital Manifesto

Telefénica’s recommendations for the Digital Economy

'WeBelieve_

A Digitd

Manif
: ) eStO— Building Blocks_
® Ol

Appendix_

P12 a3 Notes,

lcons_

CASE KEY
STUDIES TAKEAWAYS NOTES @ CHARTS
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The Digital Manifesto in a nutshell_

——
Manifesto_
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