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1. Long-term incentive plan 3

The Annual General Shareholders' Meeting of Telefónica, S.A., on 21 June 2006, approved the implementation of a
long-term incentive plan aimed at Executive Directors and Management Personnel of Telefónica, S.A. and of other
companies in the Telefónica Group, consisting of the award to the specially selected participants, subject to
compliance with the requirements stipulated in the plan, of a set number of shares in Telefónica, S.A. by way of
variable remuneration.

Further to granting the beneficiaries the right to participate in the first cycle of this long-term incentive plan,
Telefónica S.A. has filed with the Spanish National Securities Market Commission the relevant Communication of
remuneration plans for Directors and Executive Officers of listed companies, in accordance with Article 21 of Royal
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Decree 377/1991 of 15 March -using the standard form created for that purpose by Circular 4/2000 of this
Commission of 2 August- which communication includes as Annex I a list of the beneficiaries of the first cycle of this
plan who are Directors and Executive Officers, and as Annex II a description of its terms and conditions.

SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be
signed on its behalf by the undersigned, thereunto duly authorized.

Telefónica, S.A.

Date: November 10th,
2006

By: /s/ Ramiro Sánchez de Lerín García- Ovies

Name:
Ramiro Sánchez de Lerín
García- Ovies

Title:
General Secretary and
Secretary to the Board of
Directors
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