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The financial information related to January-September 2018 contained in this document has been prepared under
International Financial Reporting Standards (IFRS), as adopted by the European Union, which do not differ for the
purposes of the Telefonica Group, from IFRS as issued by the International Accounting Standards Board (IASB).
Telefonica Group applies hyper-inflation accounting to its companies whose functional currency is the Argentine peso
for financial information of periods ended after July 1, 2018. According to the accounting reporting standards,
hyper-inflation adjustment to financial results is applied retroactively since 1 January 2018 and the information
presented in prior results will not be restated.

Telefonica s management model, regional and integrated, means that the legal structure of the companies is not
relevant for the release of Group financial information, and therefore, the operating results of each of these business
units are presented independently, regardless of their legal structure. For the purpose of presenting information on a
business unit basis, revenue and expenses arising from invoicing among companies within Telefonica s perimeter of
consolidation for the use of the brand and management contracts have been excluded from the operating results for
each business unit. This breakdown of the results does not affect Telefonica s consolidated earnings.
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The English language translation of the consolidated financial statements originally issued in Spanish has been
prepared solely for the convenience of English speaking readers. Despite all the efforts devoted to this translation,
certain omissions or approximations may subsist. Telefonica, its representatives and employees decline all
responsibility in this regard. In the event of a discrepancy, theSpanish-language version prevails.
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01
CONSOLIDATED RESULTS

During the quarter it is worth to highlight the strong commercial momentum both in customer acquisition and quality;
4.9m net additions in LTE, +1.9m in mobile contract, +550k in UBB and +109k in pay TV. This commercial activity
inhigh-value customers accelerated growth in average revenue per access to +3.5% y-o-y in organic terms (+3.0% in
January-September), while churn remained stable. Thus, Telefénica Group s access base stood at 356.3m, virtually
stable y-o-y.

The growth in high value accesses was driven by the strong demand for data, speed and content: i) LTE customers
totalled 111.5m (+25% y-o-y) with quarterly net additions of 4.9m and a penetration of 44% (+10 p.p. y-0-y); ii)
mobile contract accesses (121.6m; +7% y-o-y) reported net additions of 1.9m (+32% y-o-y), backed by the highest
mobile contract quarterly net additions in Spain over the last ten years, and represented 45% of total mobile accesses
(+3 p.p. y-0-y); iii) smartphones (+7% y-o-y; 166.8m), with quarterly net additions of 2.9m (2.1x y-o-y), reached a
penetration of 67% (+5 p.p. y-0-y); iv) FTTx/Cable (12.8m; +21% y-o-y) reported quarterly net additions of 550k
already representing 59% of total fixed broadband accesses (+10 p.p. y-0-y), with a coverage of 49.0m premises
passed with proprietary network (+15% y-o-y); and v) pay TV (8.8m; +6% y-o-y), with quarterly net additions of
109k (+8% y-o0-y).

It should be noted that the following factors impacted third quarter results:

T. Brasil; another favourable court ruling regarding the base for calculating the company s contributions to
PIS (Programa de Integragao Social) and COFINS (Contribui¢do para Financiamento da Seguridade Social),
complementing a similar ruling in the first half of the year and covering the period between September 2003
and June 2017. This factor had a positive impact in July-September 2018 of 307m on OIBDA and 223m on
net financial expenses (+ 792m and + 667m respectively in January-September 2018). In addition, a negative
impact of 110m due to various contingencies was registered (- 216m in January-September).

T. Hispam Sur; restructuring costs of 24m (- 20m in Peru and - 4m in Argentina)

T. Hispam Norte; capital gains on the sale of towers in Colombia ( 24m impact on OIBDA).

Other Companies; capital gains on the sale of digital companies (Tokbox and Digital Inc.) with an impact on
OIBDA of 21m in the third quarter.

T. Deutschland; restructuring costs (- 14m).
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Additionally, the Group has applied hyperinflation accounting to its companies whose functional currency is

the Argentine peso for periods ending 1 July 2018. The inflation adjustment on the financial statements is

calculated retroactively since 1 January 2018, with a negative impact on the consolidated results of the

Telefénica Group in July-September (- 361m in revenues, - 123m in OIBDA, - 112min Ol and - 76m in

CapEx) and January-September (- 618m in revenues, - 229m in OIBDA, - 281min Ol and - 123m in CapEx).
Moreover, the depreciation of foreign currencies against the euro, in particular the Brazilian real and Argentine peso,
had a negative impact on the Company s reported results. In the third quarter, the exchange rate evolution (excluding
the hyperinflation adjustment) reduced y-o-y growth of revenues by 8.1 p.p. and OIBDA by 9.5 p.p. (-8.5 p.p. and -9.8
p.p. respectively in January-September). However, the negative impact of the depreciation of currencies at OIBDA
level (- 1,205m in the first nine months of 2018) decreased significantly in terms of cash flow generation (- 330m),
since the depreciation also entailed lower payments in terms of CapEx, taxes, interests and dividends to minority
shareholders.
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Reported variations of the consolidated financial statements for January-September 2018 reflected the adoption of
IFRS 15 and 9 since 1 January 2018 (results of January-September 2017 are reported following prior accounting
standards). Organic variations excluded the impact of the accounting change to IFRS 15 in 2018 (- 23m in revenues
and + 15m in OIBDA for the third quarter; - 50m and + 36m respectively in the first nine months). The accounting
change to IFRS 9 had no significant impact on the results.

Revenues ( 11,699m in July-September; 35,776m in January-September) accelerated y-o-y growth to 2.7% in organic
terms (+2.2% in January-September), on the back of improving service revenues (+1.2% in the quarter; +0.9%
inJanuary-September) and the strong progress in handset sales (+20.7% in the third quarter; +19.0% in the nine
months). Nevertheless, revenues in reported terms decreased by 8.3% y-o-y in the quarter (-7.9% in the nine months)
due to the currency depreciation effect aforementioned.

Mobile data revenues increased in the quarter by 7.8% y-o-y in organic terms (+7.9% in January-September), already
representing 61% of mobile service revenues (+4 p.p. y-0-y in organic terms).

Excluding the negative impact of regulation (-1.0 p.p. in the quarter and -1.1 p.p. in January-September), revenue
growth would have accelerated to 3.7% y-o-y in organic terms in the quarter (+3.3% in the nine months).

Operating expenses totalled 7,980m in the quarter and decreased 10.2% y-o-y in reported terms (-10.6%
inJanuary-September 2018).

In the third quarter, provisions for restructuring costs amounted to 34m (mainly 24m in T. Hispam Sur), affecting
personnel expenses ( 21m) and other net income/expense ( 12m). In January-September, restructuring costs totalled
98m ( 135m for the same period in 2017).

Also, contingencies in Brazil amounted to 110m in the third quarter, affecting other operating expenses ( 112m) and
other net income/expense (- 2m).

Finally, reported evolution of operating expenses (other operating expenses) was affected by the before mentioned
Brazilian court rulings ( 307m in the third quarter; 792m in January-September).

In organic terms, operating expenses increased by 2.8% y-o-y in the third quarter (+1.9% in the first nine months).
Supplies accelerated their y-o-y growth (+4.6% in July-September; +3.5% in January-September) due to increased
handset consumption and higher content costs despite interconnection savings. Other operating expenses
increasedy-o-y (+1.6% in the third quarter; +1.0% in the first nine months), reflecting increased network and systems
costs and higher distribution costs associated to the positive commercial performance. Personnel expenses increased
by 1.2%y-o-y in organic terms in the quarter (+0.3% in January-September) despite savings from redundancy
programmes, affected by salary updates in Argentina since August.

The average headcount in January-September 2018 stood at 122,151 employees (-3.0% y-0-y).

Gain on sale of fixed assets in the third quarter amounted to  65m ( 18m in the same period in 2017), highlighting the
impact on OIBDA of 24m from capital gains on the sale of towers in T. Hispam Norte, 21m from capital gains on the
sale of Tokbox and Digital Inc., and 10m from the sale of real estate assets in T. Espafia ( 10m in the third quarter of

2017).
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Thus, Operating income before depreciation and amortisation (OIBDA) totalled 4,038m in the third quarter,
decreasing by 1.4% y-o-y. In January-September, OIBDA amounted to 12,035m (-2.0% y-o-y).

In organic terms, OIBDA increased by 4.1% y-o-y in the quarter (+3.8% in January-September), reflecting the
positive revenue evolution, savings from digitalisation and simplification, and cost containment efforts.

Excluding the impact from regulation (-1.3 p.p. in the third quarter and -1.9 p.p. in January-September), OIBDA
would have risen by 5.4% y-o-y in organic terms in the quarter and 5.7% in the first nine months.

OIBDA margin stood at 34.5% in the third quarter (+2.4 p.p. y-o-y) and 32.7% in organic terms (+0.4 p.p. y-o-y). In

January-September, it reached 33.6% (+2.0 p.p. y-o0-y) and 32.5% in organic terms (+0.5 p.p. y-0-y).
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Underlying OIBDA reached 3,939m in the quarter (-4.3% y-o-y), excluding the impact associated with the before
mentioned Brazilian court ruling ( 307m), contingencies in Brazil (- 110m), hyperinflation adjustment in

Argentina(- 123m), restructuring costs (- 34m), capital gains on the sale of towers ( 24m) and digital companies ( 21m),
and the adoption of IFRS 15 ( 15m). Underlying OIBDA in the first nine months amounted to 11,804m (-4.9%).

Depreciation and amortisation stood at 2,112m in the quarter and declined by 9.0% y-o-y (-7.7%
inJanuary-September). In organic terms, it decreased by 2.4% y-o-y (-1.5% in January-September).

Operating income (OI) thus reached 1,926 in the quarter and rose by 8.6% y-o0-y (+6.0% in January-September). In
organic terms, it grew by 12.6% y-o-y in the quarter (+11.1% in the first nine months).

Net financial expenses in the third quarter ( 209m) were affected by the positive impacts on the financial statements
associated with the before mentioned favourable court ruling in Brazil ( 223m) and the hyperinflation adjustment in
Argentina ( 13m). Excluding these impacts, net financial expenses would have improved by 87m compared to the
same period in the previous year, reflecting mainly savings due to the reduction in both debt and average cost of debt.

Corporate income tax ( 366m in July-September) was mainly affected by the impact associated with the
aforementioned favourable court ruling in Brazil.

Profit attributable to non-controlling interests in the third quarter ( 209m) increased by 152m y-o-y, mainly due to
the greater profit attributed to minority shareholders of T. Brasil, the profit attributed to minority shareholders of
Telxius (after the closing of a 40% stake sale in the fourth quarter 2017 and 9.99% in July 2018), and higher profits
attributed to minority shareholders of T. Colombia and T. Deutschland.

In this regard, the profit attributable to ordinary equity holders of the parent in the third quarter reached 1,139m
and grew 35.8% y-o-y ( 2,721m in January-September; +11.6% y-o-y).

In underlying terms, this profit increased 12.6% y-o-y in the third quarter (+3.1% in the first nine months of 2018)

after excluding in July-September the following impacts: i) Brazilian court ruling ( 258m), ii) depreciation and
amortisation charges from purchase price allocation processes (- 101m), iii) contingencies in Brazil (- 83m), iv) capital
gains on the sale of digital companies ( 21m), v) restructuring costs (- 13m), vi) capital gains on the sale of towers

(' 10m), vii) adoption of IFRS 15 ( 6m) and viii) hyperinflation adjustment in Argentina (- 103m).

Basic earnings per share reached 0.21 in the third quarter, growing 39.8% y-o-y ( 0.46 in the first nine months;
+6.1% y-0-y). In underlying terms, they stood at 0.21 in July-September (+14.1% y-o-y) and 0.58 in
January-September (+3.0% y-o0-y).

CapEx in the first nine months of 2018 totalled 5,680m (+4.7% y-o-y) and included 612m from spectrum ( 19m in the
third quarter: 11m in Argentina and 7m in Spain). In organic terms, it increased by 5.0% and continued to focus on the
radical transformation of networks (deployment of ultrabroadband networks and network virtualisation) and quality
improvement.

Operating cash flow (OIBDA-CapEx) reached 6,354m in January-September 2018 and increased by 0.7% y-o-y. In
organic terms, it grew by 2.9% reflecting the good business performance.
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Interest payments in the first nine months of the year ( 1,283m) decreased by 3.0% y-o-y, and the effective cost of
interest payments in the last twelve months stood at 3.45% at September 2018 (3.48% at June 2018).

Tax payments amounted to 518m in January-September 2018, decreasing by 27.4% y-o-y, mainly due to larger tax
refunds from previous years and exchange rates evolution.

Working capital consumed 1,160m in January-September 2018 due to CapEx seasonality, payments of taxes and site
rentals, and the effect associated with the aforementioned Brazilian court rulings, partially offset by the execution of
factoring measures on accounts receivable and the extension of payment terms with suppliers or with the factoring

firm where those had been discounted. This consumption was 237m greater than in the same period in 2017, mostly
because of the Brazilian court rulings, despite lower restructuring payments.
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Operations with minority shareholders amounted to 527m in the first nine months of 2018, a 51.1% y-o-y increase,
affected by the payment in the first quarter of 2018 of an extraordinary dividend to Telxius shareholders ( 166m;

mainly associated with the optimisation of the company s capital structure). In July-September 2018, payments to
minority shareholders totalled 122m compared to 94m in the third quarter 2017, due to higher dividend payments to T.
Brasil minority shareholders reflecting improved profits.

Free cash flow reached 2,957m in the first nine months of the year (-8.3% y-o0-y) and increased by 0.9% excluding
spectrum payments.

Net financial debt at September ( 42,636m) decreased by 1,594m compared to December 2017 thanks to free cash
flow generation ( 2,957m; including 634m spectrum payment, mainly in the UK), net financial divestments ( 349m)
and other factors for a net amount of 553m (including the aforementioned favourable court rulings in Brazil, extension
of payment terms with suppliers or the factoring firm, and lower value in euros of net debt in foreign currencies). On
the other hand; i) shareholder remuneration ( 1,684m, including coupon payments and the replacement of capital
instruments) and ii) labour-related commitments ( 581m), increased debt.

Debt in the third quarter was reduced by 957m thanks to free cash flow generation ( 1,420m), net financial divestments
(' 449m, including the sale of an indirect 9.99% stake in Telxius for 379m) and the lower value in euros of net debt in
foreign currencies ( 36m). On the other hand; i) shareholder remuneration ( 725m, including the payment of coupons
and the replacement of capital instruments), ii) labour-related commitments ( 185m) and iii) and other factors for a net
amount of 38m (mainly including the second favourable court ruling in Brazil and extension of payment terms with
suppliers or the factoring firm), increased debt.

During the first nine months of 2018, the financing activity of Telefonica increased to approximately 12,360m
equivalent (without considering the refinancing of commercial paper) and focused on maintaining a solid liquidity
position, and refinancing and extending debt maturities (in an environment of low interest rates). Therefore, as of the
end of September, the Group has covered debt maturities for the next two years. The average debt life stood at 9.16
years (versus 8.08 years in December 2017).

Among the main financial transactions in the quarter, outstood in September an issuance of 1,000m bond for a term of
7 years and an annual coupon of 1.495% by Telefénica Emisiones, S.A.U. Additionally, in July, Telefénica
Deutschland closed a senior debt issuance of 600m maturing in July 2025 with an annual coupon of 1.750%.

Throughout the first nine months, Telefénica Group obtained funding by means of extending payment terms with
suppliers or with the factoring firm where those had been discounted for a total of 349m equivalent ( 609m equivalent
in January-September 2017).

Additionally, Telefénica, S.A. and its holding companies continued their issuance activity under the Promissory Notes
and Commercial Paper Programmes (Domestic and European), maintaining an outstanding notional balance of
approximately 1,967m at the end of September.

At the end of September, Telefénica maintained undrawn, committed credit lines with different credit institutions for

an approximate amount of 12,083m ( 11,620m maturing in more than twelve months) which, combined with the cash
equivalents position and current financial assets, placed liquidity at 20,425m.
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Definitions:

Organic growth: Assumes average constant foreign exchange rates of 2017, except for Venezuela (2017 and 2018
results converted at the closing synthetic exchange rate for each period) and excludes in 2018 the hyperinflation
adjustment in Argentina. Considers constant perimeter of consolidation. Excludes the effects of the accounting change
to IFRS 15 in 2018, write-downs, capital gains/losses from the sale of companies, tower sales, restructuring costs and
material non-recurring impacts. CapEx excludes spectrum investments.

Underlying growth: Excludes the effects of the accounting change to IFRS 15 in 2018, write-downs, capital
gains/losses from the sale of companies, tower sales, restructuring costs and material non-recurring impacts as well as
depreciation and amortisation charges from purchase price allocation processes. Excludes in 2018 the hyperinflation
adjustment in Argentina.
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Digitalisation and Monetisation
(y-o-y changes in organic terms)

In a context where connectivity and digitalisation are key to the global digital ecosystem, Telefénica continued
developing its platforms and fostering a differential customer experience. The purpose of the first platform is thus to
guarantee excellent connectivity in a differential, scalable, and efficient network:

The Group s FTTx/Cable coverage reached 81.0m premises passed at the end of September (49.0m for
proprietary network, +15% y-o-y), 20.8m FTTH in Spain, 9.0m FTTx/Cable in Hispam (+45% y-o-y) and
19.3m in Brazil. Connected accesses grew by 21% y-o-y (12.8m). Process industrialisation makes
deployment increasingly efficient on reduced network incidents, lower equipment costs and installation
times which is enhanced by the interoperability with next-generation FTTH network equipment (XGS-PON)
from this quarter onwards.

LTE coverage stood at 75% at September (+6 p.p. y-0-y; 92% in Europe and 69% in Latam) and LTE traffic
represented 64% of the total traffic. In parallel, progress has been made towards 5G with the use of Massive
MIMO and 4.5G deployment in Germany, Brazil, Mexico and Colombia. The opening of the new 5G
innovation centre in Malaga for connected vehicles, joint efforts with other operators in order to promote
new 4G/5G network equipment architectures based on open solutions, were particularly prominent.
Telefénica will thus have greater control over the value chain (in HW and SW), will be more cost-efficient
and flexible with new functional features and services without having to rely on third parties.

Unified fixed access customer devices continued expanding and are the basis for integrating proprietary
and third-party high-quality services. Thus, of the over 30 million installed devices, more than 4m are lower
cost HGU (Home Gateway Units) incorporating the latest technologies (Smart WiFi, 802.11 pre-ax, GPON
upgrade), whose growth is expected to accelerate thanks to the availability of global software for Smart WiFi
deployment (with the use of multiband WiFi and signal repeaters), all controlled by the customer from a
mobile app.

The global UNICA solution, key in the Company s virtualisation programme, reached 30 data centres in 11

countries, and enables dynamic, virtual and centralised management of network functions through

SDN/NFV solutions.
In the second platform (structural transformation of systems and IT), 27% of the customer base has been already
migrated to Full Stack (+8 p.p. y-0-y), and 63% of processes are digitalised and managed in real time (+8 p.p. y-0-y),
improving time-to-market and customer experience.

The Company continued focused on E2E digitalisation. The 5 defined priorities are: i) Increase direct sales
interaction with our customers (focusing on online sales), ii) Promote top-ups and sale of additional bundles through

digital channels, iii) Increase the efficiency of payment and collection process, improving customer experience, iv)
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Improve the experience in the provision process and technical support, and v) Improve the experience in customer
service.

Thus, progress is made in all operations, and proof of this are the following examples of the third quarter.

In Spain:

Digital channel sales (28% of total) increased by 50% y-o-y in overall accesses and by 73% in Fusion.

68% of corporate customers use digital channels (+9 p.p. y-o-y).

Use of the Mi Movistar app grew by 43% y-o-y (2.9m customers), while web use increased by 28% (10.0m
users).
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40% of the calls for technical incidents were self-managed (+21% y-o-y).

Over 50 use cases based on Advanced Analytics were implemented (VoD TV content recommender or
identification of root causes for calls to the call centre).
In Brazil:

Use of the Meu Vivo App increased by 46% y-o-y to 7.6m users.

Prepay top-ups in digital channels increased by 20% y-o-y (new options and focus on UX).

E-billing grew by 41% y-o-y; half of our customer base are using only digital invoicing.

63% of the technical problems were resolved through digital tools.

Calls to the call centre decreased by 30% y-o-y.
In the third platform, we have an attractive offering of products and services.

In the consumer segment, the offering drives demand for data and speed, increase in ARPU and customer loyalty. In
addition to the family data plans, integration of digital services (video, music, cloud, etc.) and recurring data plans in
prepay (43% penetration in Latam), flexible and tailored tariffs to customer needs have been launched, such as Vivo
Easy in Brazil (100% digital experience) and Your phone your way in the United Kingdom (linked to handsets).
Additionally, a new and simpler convergent portfolio with more football content was launched in Spain at the end of
October.

In the corporate segment, a portfolio of differential solutions continued to be built to boost the digitization of large
customers (companies, multinational corporations, public sector customers) and SME customers, backed by global
capabilities as connectivity and digital services provider (own and third-parties). Thus, the good performance in
advanced IP and digital communications services (Cloud, security, 10T, etc.) and the global agreements reached
(Dufry, digital transformation in 12 countries within the next 2 years) highlight the leadership as IT provider (ranked
31 in Spain according to Gartner).

The weight of revenues from services beyond connectivity continued increasing and account for 14% of the Group
revenues (+1 p.p. vs. September 2017). Digital service revenues are worth highlighting ( 1,650m in Q3; +19.4% y-o-y
and 4,901m in 9M; +25.3%):

i) Video revenues (44% of digital service revenues in 9M) stood at 710m (-0.7% vs. Q3 17) and 2,149m in 9M (+0.2
y-0-y). The total Video access base amounted to 9.9m (8.8m Pay TV accesses, +6% y-o-y, and 1.0m active accesses in

the Movistar Play OTT service in Latam, and it is worth highlighting the launch of Netflix integrated in the Movistar
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platform in Chile (joining Colombia, Ecuador and the UK).

ii) Revenues from Advanced Digital Services (20% of digital service revenues in 9M), mainly aimed at corporate
customers, stood at 344m in the quarter (+23.1% y-o-y; 990m, +26.6% in the first nine months), driven by M2M

( 99m; +40.5% y-o-y) and, in particular by managed connectivity services (Smart M2M) and value-added E2E services
and Security ( 96m; +64.4% y-o-y, +99% in corporates), with the meaningful opening in the quarter of a Security
Operating Centre in Ecuador, which raises the total number of centres to 11 worldwide, and the closing of several

deals with key customers.

iii) Contents (27% of the digital service revenues in 9M; 452m in revenues in the quarter) maintained solid growth
(+67.5 y-o0-y) again driven by Brazil. In the first nine months they amount to 1,305m (+107.6%).

iv) Other Digital Services (9% of revenues in digital services in 9M; 144m in Q3) grew by 5.9% (+10.1% in 9M to
457m) supported by the advertising business.

10
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Finally, in the fourth platform, the Movistar Home smart device was presented in October in Spain (with access to
Aura, Telefénica s cognitive intelligence) and provides users with the possibility of managing Movistar+ content,
communications and home connectivity.

The pre-order campaign (5,000 units at  49) was a success, quickly exceeding the units available, which will be
delivered from 15t November. Later on, the Christmas campaign will be launched, during which the device will be
sold at 79.

Telxius
(y-0-y changes in organic terms)

In the third quarter, Telxius posted a solid business performance, being worth highlighting the new towers built and
BRUSA submarine cable (connecting the USA, Puerto Rico and Brazil) being ready for service.

Revenues amounted to 231m and grew by 33.6% y-o-y, positively impacted by an exceptional sale of capacity
associated to the BRUSA s ready for service (excluding this impact revenues would have increased by +5.3% y-o-y).
Tower revenues ( 85m) maintained a solid growth of 11.8% y-o-y in the quarter and cable revenues ( 149m) strongly
improved (+50.6% y-o-y) mainly driven by the positive impact from the mentioned transaction.

In the first nine months of the year, revenues reached 597m (+13.6% y-o-y), Towers business totalled 243m (+10.0%)
and Cable business amounted to 354m (+16.2% y-0-y).

OIBDA stood at 107m in July-September and grew by 30.9% y-o-y ( 280m; +11.5% in the first nine months) driven
by both businesses, and showing the revenues and expenses related to the sale of capacity associated to BRUSA in the
quarter (excluding this impact it would have increased by 6.5% y-o-y). The OIBDA margin stood at 46.0% in the
quarter (46.8% in the first nine months).

In the tower business it is worth mentioning the addition of 101 towers newly built to the portfolio in the quarter,
mainly in Spain, Brazil and Peru, and thus reached 16,554 towers at end of September (+266 in the first nine months).
Additionally, the tenancy ratio continued its growing trend and improved to 1.35x (+0.01x g-o-q; +0.04x y-o0-y).

In the cable business, it is particularly noteworthy the ready for service of BRUSA submarine cable, with the highest
capacity to date connecting the Americas, with a length of 11,000km and 8-fibre pairs with a capacity up to 138Tbps
between USA, Brazil and Puerto Rico. Additionally, the demand for international traffic managed maintained

substantial growth (+25% y-o-y in IP traffic and +20% in broadband capacity service).

CapEx amounted to  132m in the first nine months (+4.6% y-o-y) and started to show the downward trend after
MAREA and BRUSA cables came into service.

Thus, operating cash flow (OIBDA-CapEXx) increased by +18.9% y-o-y in the first nine months and reached 148m.

On 27 July 2018, Telefénica transferred 9.99% of its indirect stake in the share capital of Telxius to the Pontegadea
Group for 379m.
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TELEFONICA
ACCESSES

Unaudited figures (thousands)

2017 2018

March June September December March June September % Chg
Final Clients
Accesses 341,785.7 341,347.3 339,843.1 338,997.9 337,921.1 338,521.8 337,077.3 (0.8)
Fixed “4.4)
telephony
accesses (1) 37,853.0 37,488.4 37,028.0 36,898.6 36,404.2 35,973.3 35,414.0
Internet and 1.8
data accesses 21,657.8 21,697.3 21,696.7 21,864.6 21,827.0 21,911.5 22,087.7
Broadband 21,196.4 21,240.4 21,243.8 21,417.5 21,385.9 21,460.2 21,638.0 1.9
FTTx/Cable 9,580.6 9,960.5 10,511.8 10,961.6 11,491.8 12,216.0 12,766.4  21.4
Mobile 0.7)
accesses 274,055.6  273,886.6 272,742.77 271,766.9 271,084.9 271,901.0 270,730.3
Prepay 162,648.4 161,271.6 158,662.8 155,868.5 153,623.2 152,234.0  149,131.7 (6.0)
Contract 111,407.2 112,615.0 114,079.9 115,898.4 117,461.7 119,667.0 121,598.5 6.6
M2M 14,488.0 15,009.9 15,572.9 16,137.2 16,778.1 17,623.4 18,397.9 18.1
Pay TV 8,219.3 8,274.9 8,375.8 8,467.7 8,604.9 8,736.1 8,845.3 5.6
Wholesale 2.4
Accesses 18,392.2 18,507.4 18,752.0 19,124.9 19,021.1 18,966.5 19,207.0
Fixed
wholesale
accesses 5,087.1 4,887.2 4,689.4 4,460.2 42222 4,082.6 3,987.7 (15.0)
Mobile
wholesale
accesses (2) 13,305.1 13,620.2 14,062.6 14,664.7 14,798.9 14,883.9 15,219.3 8.2

Total Accesses 360,177.9  359,854.7 358,595.1 358,122.8 356,942.2 357,488.4 356,284.3 0.6)

(1) Includes fixed wireless and VolP accesses.

(2) Mobile Wholesale accesses have been included since the first quarter 2018 and this information is also given for
comparative purposes from January 2017.

TELEFONICA

MOBILE ACCESSES
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Unaudited figures
2017 2018

March June September ~ December March June September % Chg
ntract percentage (%) 40.7% 41.1% 41.8% 42.6% 43.3% 44.0% 449%  3.1p.
\artphones (- 000) 151,547.7 155,126.7 156,511.5 158,717.7 161,572.5 163,886.0 166,794.1 6.6
\artphone
1etration (%) 59.4% 60.9% 61.8% 63.0% 64.4% 65.3% 66.9% 5.1p.
E ( 000) 75,458.8 81,604.2 88,978.7 97,534.0 102,910.4 106,617.8 111,529.1 253
E penetration (%) 29.1% 31.5% 34.6% 38.2% 40.5% 41.9% 442% 9.6 p.

12
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TELEFONICA

CONSOLIDATED INCOME STATEMENT

Unaudited figures (Euros in millions)

Revenues
Internal exp.
capitalised in fixed
assets

Operating
expenses
Supplies
Personnel
expenses

Other operating
expenses

Other net income
(expense)

Gain (loss) on sale
of fixed assets
Impairment of
goodwill and other
assets

Underlying
operating income
before D&A
(OIBDA)
Operating income
before D&A
(OIBDA)

OIBDA Margin
Depreciation and
amortization
Operating income
(OI)

Share of profit
(loss) of
investments
accounted for by
the equity method

Table of Contents

2018
35,776
595

(24,395)
(10,015)

(4,472)
(9,909)
54

117

(112)

11,804

12,035
33.6%

(6,581)

5,454

January - September

2017
38,846
644

(27,280)
(11,018)

(5,091)
(11,171)
25

35

12,408

12,274
31.6%
(7,131)

5,143

5

% Chg
Reported  Organic
(7.9 2.2
(7.6) (1.9)
(10.6) 1.9
9.1) 3.5
(12.2) 0.3
(11.3) 1.0
n.m. n.m.
n.m. 84.6
c.s. C.S.
(4.9)
(2.0) 3.8
2.0 p.p. 0.5 p.p.
(7.7) (1.5)
6.0 11.1
(64.5)

July - September

2018
11,699
193

(7,980)
(3,366)

(1,401)
(3,213)
62

65

ey

3,939

4,038
34.5%
2,112)

1,926

3)

2017
12,754
214

(8,884)
(3,656)

(1,598)
(3,630)
3)

18

“4)

4,116
4,095
32.1%
(2,322)

1,773

% Chg
Reported  Organic
(8.3) 2.7
(10.1) (4.4)
(10.2) 2.8
(7.9) 4.6
(12.3) 1.2
(11.5) 1.6
c.s. n.m.
n.m. 9.6
(84.5) 91.2)
(4.3)
(1.4) 4.1
2.4 p.p. 04 p.p.
(9.0) 2.4)
8.6 12.6
c.s.
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Net financial
income (expense)
Profit before taxes
Corporate income
tax

Profit for the
period
Attributable to
equity holders of
the Parent
Attributable to
non-controlling
interests
Weighted average
number of ordinary
shares outstanding
during the period
(millions)

Basic and diluted
earnings per share
attributable to
equity holders of
the Parent (euros)
Underlying basic
and diluted
earnings per share
attributable to
equity holders of
the Parent (euros)
Notes:

(575)
4,881

(1,669)

3,212

2,721

491

5,127

0.46

0.58

Edgar Filing: TELEFONICA S A - Form 6-K

(1,729)
3,419

(867)

2,552

2,439

113

5,105

0.44

0.56

(66.7)
42.7

92.5

25.8

11.6

n.m.

04

6.1

3.0

(209)
1,714

(366)

1,348

1,139

209

5,127

0.21

0.21

(532)
1,243

(347)

896

839

57

5,125

0.15

0.19

(60.7)

37.9

54

50.5

35.8

n.m.

0.0

39.8

14.1

January-September and July-September 2018 results reported under accounting standards IFRS 15 & 9, effective
since January 2018.

Following the consideration of the Argentine economy as hyperinflationary from an accounting perspective for
periods ended after 1 July 2018, the operations of Telefonica in Argentina adjusted by inflation are to be
accounted at the closing exchange rate Argentine Peso/Euro. Consolidated reported results for July-September
2018 have been calculated taking as a reference first half 2018 results adjusted by inflation in Argentina (see
explanation in Alternative Performance Measures appendix).

The operations of Telefonica in Venezuela adjusted by inflation are to be accounted at the closing exchange rate
Bolivar Soberano/Euro. For the January-September 2018 period Telefonica uses a synthetic Exchange rate of
428.30 Bolivares Soberanos/USD as of end of September 2018.

Basic and diluted earnings per share ratio is calculated dividing Profit for the period Attributable to equity
holders of the Parent, adjusted for the net coupon corresponding to Other equity instruments ( 340m in
January-September 2018 and  63m in July-September 2018), by the weighted average number of ordinary shares
outstanding during the period.

TELEFONICA

GUIDANCE 2018
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2018 Guidance
2017 Base

52,037 growing around 1%

(in spite of regulation:
Revenues (% Chg YoY) ~-0.9 p.p.)
32.0% Expansion of around
0.5 p-p-
(despite regulation
OIBDA margin (Chg YoY) dragging -1.6 p.p.)
15.7% CapEx / Sales Around 15%

Upgraded 2018 Guidance
(Oct-2018)

growing around 2%
(in spite of regulation: ~-0.9

p-p)

Expansion of around 0.5 p.p.
(despite regulation dragging
-1.6 p.p.)

Around 15%

2018
Jan - Sep

2.2%

0.5 p.p.
14.5%

- Organic growth: Assumes average constant foreign exchange rates of 2017, except for Venezuela (2017 and
2018 results converted at the closing synthetic exchange rate for each period) and excludes in 2018 the
hyperinflation adjustment in Argentina. Considers constant perimeter of consolidation. Excludes the effects of the
accounting change to IFRS 15 in 2018, write-downs, capital gains/losses from the sale of companies, tower sales,
restructuring costs and material non-recurring impacts. CapEx excludes spectrum investments.

13
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TELEFONICA
CONSOLIDATED STATEMENT OF FINANCIAL POSITION

Unaudited figures (Euros in millions)

September 2018 December 2017 % Chg

Non-current assets 91,248 95,135 “4.1)
Intangible assets 16,822 18,005 (6.6)
Goodwill 25,739 26,841 4.1)
Property, plant and equipment 33,125 34,225 (3.2)
Investments accounted for by the equity method 65 77 (15.3)
Financial assets and other non-current assets 8,118 8,167 (0.6)
Deferred tax assets 7,378 7,820 (5.7)
Current assets 22,015 19,931 10.5
Inventories 1,813 1,117 62.4
Receivables and other current assets 10,528 10,093 43
Tax receivables 1,246 1,375 (9.3)
Other current financial assets 2,204 2,154 2.3
Cash and cash equivalents 6,138 5,192 18.2
Non-current assets classified as held for sale 86 0 n.m.
Total Assets = Total Equity and Liabilities 113,263 115,066 (1.6)
Equity 25,194 26,618 5.4)
Equity attributable to equity holders of the parent and other holders of

equity instruments 16,273 16,920 (3.8)
Equity attributable to non-controlling interests 8,921 9,698 (8.0)
Non-current liabilities 59,881 59,382 0.8
Non-current financial liabilities 47,482 46,332 2.5
Payables and other non-current liabilities 1,827 1,687 8.3
Deferred tax liabilities 2,579 2,145 20.2
Non-current provisions 7,993 9,218 (13.3)
Current liabilities 28,188 29,066 (3.0
Current financial liabilities 8,506 9.414 (9.6)
Payables and other current liabilities 15,641 15,095 3.6
Current tax payables 1,981 2,341 (15.4)
Current provisions 2,056 2,216 (7.2)
Liabilities associated with non-current assets held for sale 4 n.m.
Financial Data

Net Financial debt 42,636 44,230 (3.6)

- Following the consideration of the Argentine economy as hyperinflationary from an accounting perspective for
periods ended after 1 July 2018, the operations of Telefonica in Argentina are adjusted by inflation.
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TELEFONICA

NET FINANCIAL DEBT PLUS COMMITMENTS

Unaudited figures (Euros in millions)

September 2018
Non-current financial liabilities 47,482
Current financial liabilities 8,506
Gross Financial Debt 55,988
Cash and cash equivalents (6,138)
Other current financial assets (2,204)
Pos