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Disclaimer

This document contains statements that constitute forward-looking statements and expectations about Telefónica Deutschland Holding AG (in the
following “the Company” or “Telefónica Deutschland”) that reflect the current views and assumptions of Telefónica Deutschland's management with
respect to future events, including financial projections and estimates and their underlying assumptions, statements regarding plans, objectives and
expectations which may refer, among others, to the intent, belief or current prospects of the customer base, estimates regarding, among others, future
growth in the different business lines and the global business, market share, financial results and other aspects of the activity and situation relating to
the Company. Forward-looking statements are based on current plans, estimates and projections. The forward-looking statements in this document can
be identified, in some instances, by the use of words such as "expects", "anticipates", "intends", "believes", and similar language or the negative thereof
or by forward-looking nature of discussions of strategy, plans or intentions. Such forward-looking statements, by their nature, are not guarantees of
future performance and are subject to risks and uncertainties, most of which are difficult to predict and generally beyond Telefónica Deutschland's
control, and other important factors that could cause actual developments or results to materially differ from those expressed in or implied by the
Company's forward-looking statements. These risks and uncertainties include those discussed or identified in fuller disclosure documents filed by
Telefónica Deutschland with the relevant Securities Markets Regulators, and in particular, with the German Federal Financial Supervisory Authority
(Bundesanstalt für Finanzdienstleistungsaufsicht – BaFin). The Company offers no assurance that its expectations or targets will be achieved.
Analysts and investors, and any other person or entity that may need to take decisions, or prepare or release opinions about the shares / securities
issued by the Company, are cautioned not to place undue reliance on those forward-looking statements, which speak only as of the date of this
document. Past performance cannot be relied upon as a guide to future performance.
Except as required by applicable law, Telefónica Deutschland undertakes no obligation to revise these forward-looking statements to reflect events and
circumstances after the date of this presentation, including, without limitation, changes in Telefónica Deutschland’s business or strategy or to reflect
the occurrence of unanticipated events.
The financial information and opinions contained in this document are unaudited and are subject to change without notice.
This document contains summarized information or information that has not been audited. In this sense, this information is subject to, and must be
read in conjunction with, all other publicly available information, including if it is necessary, any fuller disclosure document published by Telefónica
Deutschland.
None of the Company, its subsidiaries or affiliates or by any of its officers, directors, employees, advisors, representatives or agents shall be liable
whatsoever for any loss however arising, directly or indirectly, from any use of this document its content or otherwise arising in connection with this
document.
This document or any of the information contained herein do not constitute, form part of or shall be construed as an offer or invitation to purchase,
subscribe, sale or exchange, nor a request for an offer of purchase, subscription, sale or exchange of shares / securities of the Company, or any advice
or recommendation with respect to such shares / securities. This document or a part of it shall not form the basis of or relied upon in connection with
any contract or commitment whatsoever.
These written materials are especially not an offer of securities for sale or a solicitation of an offer to purchase securities in the United States,
Canada, Australia, South Africa and Japan. Securities may not be offered or sold in the United States absent registration under the US Securities Act of
1933, as amended, or an exemption there from. No money, securities or other consideration from any person inside the United States is being solicited
and, if sent in response to the information contained in these written materials, will not be accepted.
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Telefónica Deutschland management team

Rachel Empey
CFO

Markus Haas
CSO

Joint leadership of the Management Board of                    
Telefónica Deutschland Holding AG 
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Second Quarter 2014: Main Operating & Financial Highlights 

Strong traction of new commercial propositions “O2 Blue All-in” 
and “O2 Unite” and lower churn driving operational performance 

LTE consolidated as the main driver for mobile data monetisation in 
a very competitive market

Wireless service revenue y-o-y performance showing improvement 
with a stabilization of OIBDA trends

Capex focused on LTE-800 network deployment with different year-
on-year phasing of investments

Strong FCF generation and sound financial profile after dividend 
payment 

Public – Nicht vertraulich
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Bringing our commercial strategy to the center of customers’ 
lives, opening all possibilities of technology to everyone

“LTE always included”
Value-for-money LTE player

Brand motivator campaign
#YouCanDo #YouCanDo

“Use your smartphone abroad 
like you were at home”
Roaming included proposition

Attractive device shouts
Bundles with latest devices, e.g.
Samsung Galaxy S5 & HTC one

Focus on data monetization
Individualized offers plus digital 
services to enhance customer
experience

Significant upside in O2
postpaid net additions with 

improved tariff mix

Strong position as the LTE 
value-for-money player in the 

German market

Material improvement of all 
brand KPIs in the second 

quarter of 2014
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Commercial momentum driving mobile data monetization further 

Smartphone penetration
Within O2 Consumer Customer Base (%)

7267

21
14

Q2 ’13

+5%p

+7%p

Q2 ’14

PrepaidPostpaid

Evolution of postpaid Net Additions
In k

Q2 ’13 Q1 ’14

60 78

Q2 ’14

-30

152

55

Q4 ’13Q3 ’13

53% 54%

Postpaid share of mobile customer base (%)

x2

Tariff mix adoption 
Value split of O2 Blue All-in Gross Adds in k

+21%

Q2 ’14Q2 ’13

S

M

L, XL, Premium

LTE handset adoption
Sale of LTE-enabled smartphones

In %  of total 
smartphones

Q2 ’14Q2 ’13

~60%

86%40%
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Revenue performance in the second quarter of 2014 further
influenced by higher proportion of bundles

Total Revenue
Year-on-Year in million Euro

Structure of O2 Consumer Postpaid WSR
Quarterly evolution in %

y-o-y

-4.3%

-4.4%

Handset

Wireline

Other

Q2 ’14

1,162

728

144

287

2

Q2 ’14 
ex MTR

1,163

730

144

287

2

Q2 ’13

1,216

748

155

311

2

(-6.9%)

(-7.6%)

o/w
Non-SMS 
data

(-2.7%)

(-2.5%)
ex MTR

235 256 256

62%
68%

22%

7% 5%
5%

27%

5%

Bundled

Out-of-Bundle

Incoming SMS

Incoming
Voice 

Q2 ’13 Q2 ’14

+9.1%

Wireless
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Quarter-on-Quarter improvement of wireless service revenue
drivers

Base Management: Tariff Renewals
In # O2 Consumer Postpaid

Evolutions SMS
Year-on-year in %

Main drivers for evolution of Wireless Service Revenues in O2 Consumer Postpaid Segment
Quarter-on-quarter absolute performance ex-MTRs

Tariff migrationsQ1 ’14 Seasonal & Other 
Base effects

SMS incomingTrading Q2 ’14

-22%
-30%

Q2 ’14Q1 ’14

-34%
-24%

SMS revenueSMS volumes

Q1 ’14Q4 ’13Q2 ’13

+5%

Q3 ’13 Q2 ’14

# tariff migrationsAvg ARPU loss
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Moderate OIBDA y-o-y margin decline in H1 14 on increased 
commercial spend to drive momentum 

OIBDA evolution
Year-on-year in million Euro

Evolution on non-commercial costs
Year-on-year in %

Evolution of main commercial costs
Year-on-year in %

Hardware Margin1Retention costs

1 Handset revenues less cost of sales

Q2’14

2%

Q2’13 Q2 ’13

1/20x

Q2’14

Stable

Q2 ’13 Q2 ’14

-15.1%

Revenues

-16

Other income Supplies

+92

572

H1’13

-162

-6

Other
expenses

486

H1’14

+5

Personnel
expenses

Q2’14Q2’13

+7%

Acquisition costs

Margin 23.4% 21.3%
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Solid financial profile maintained after dividend payment

1)Expiry of undrawn credit lines:
€100m in Q3 2015, €250m in Q2 2016, €250m in Q3 2016 and €110m in Q3 2017

2) For definition of Net Debt and Leverage Ratio please refer to additional materials of Q2 14 results

Strong liquidity position
In million Euro

710

Liquidity
30.06.2014

1,716

1,006

Cash
30.06.2014

Undrawn RCF 1)

500

0

600

250250225

2018 20212019 2020201720162014 2015

Bond 2 (Feb’14)

inter-company loan

Bond 1 (Nov ’13)

Extended maturity profile
In million Euro

Evolution of Net Debt2

In million Euro

63438

525

468

Net financial debt 
as of Dec 31, 2013

Net financial debt 
as of June 30, 2014

Other changes in 
net financial debt

Dividend
payment

FCF pre dividend

-397

0.6x0.4xLeverage
Ratio2
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Main take-aways (Operational & Financial performance)

Our data monetization strategy is already paying off: improvement in 
revenue performance with stabilization of OIBDA trends

O2 is firmly positioned as the value-for-money LTE brand in the 
German mobile telco market, leveraging differential infrastructure assets

We continue showing a solid financial profile and strong conversion 
from operating to free cash flow

Limited visibility on the outlook of the business until the closure of 
the acquisition of E-Plus Group

Public – Nicht vertraulich



We are in the final phase of the E-Plus Group acquisition process

Leading 
Digital 
Telco

XX

Oct 31, ‘13
Submission 

request to EC

Feb 11, ’14
TEF D EGM

July 2, ‘14 
Conditional 

EC clearance

Q3 ‘14
Closing

July 23, ‘13 
Transaction 
announced

Value creation for our customers

Value creation for our shareholders

Innovative Digital approach

Multi-brand
Competitive 

network

SynergiesData 
monetization

Lean & Agile
Scale

Fixed Broadband

Strong spectrum 
position

Enhanced FCF
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Non-MNO: extend existing 
contracts

13

Conditional Clearance given by EC subject to upfront MBA 
agreement

MBA1 MVNO reflects a continued focus on mobile data 
monetization
− Scale benefits
− Capacity glide path: throughput,                                                         

data volume and voice/SMS
− Usage clauses to ensure network quality
− Allows for technological investments                                 

and price differential
− Earliest launch Jan 1, 2015

3

− Most representative 4:3 mobile network consolidation in Europe
− Wholesale price agreements negotiated on a pure commercial basis

Upfront 
MBA1 MVNO – capacity 

access (20% + opt.+10%)

1 potential new MNO entrant

1

2

Non-MNOs to continue their current business 
model
− 4G access with 1 year delay after launch of MBA MVNO

No spectrum-related commitments under 2 GHz
− LTE-800 MHz spectrum holding unaffected
− Alignment with  “spectrum 2016” project

Note: 
1   Mobile Bitstream Access

Revenue

Time

Glide path

Illustrative
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Strong spectrum holding for infrastructure-based competition

2.6 GHz800 MHz 900 MHz 2.1 GHz

10

30
35

1.8 GHz

45

10

800 MHz spectrum holding unaffected

2015 spectrum allocation2

Early return of 900/1,800 MHz  spectrum 
expiring in 2016 (by end of-2015)
Allocation of 2 x 5 MHz of 900 MHz 
spectrum to existing MNOs by FNA1

Assessment of remaining spectrum holding 
after 900/1,800 MHz allocation

MNO spectrum remedy only affecting 
spectrum >2.0 GHz

Offer of 2x10 MHz 2.1 GHz spectrum for 
new MNO entrant from July 2016
Offer of 2x10 MHz 2.6 GHz spectrum for 
new entrant upon request

+

Note:
1   Federal Network Agency (Bundesnetzagentur)
2   Based on FNA decision of July 4, 2014

5 MHz expected to be reserved for existing MNOs until 2031

Expiring beyond 2020

Potential lease to new MNO

Expiring 2016

Combined spectrum holding
In MHz
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Integration execution timeline

Closing and start of 
integration

Commercial transition

Year 1

Year 2 of integrationFinal
Clearance

Phase I

Phase II

Phase III

Year 5 onwards

Target state

Preparation for 
integration

Keep operational focus

Quick wins synergies

New operating model / 
organization

Network consolidation and 
joint roll-out

Brand transition & shop 
rationalization

Digitalization of structure / 
processes

Organizational transformation 
& legal integration

€800m run rate OpCF1

synergies

Leading digital Telco in 
Germany

Branding & 
network 

integration
Digital 
Telco

Notes:
1   OIBDA minus CapEx Public – Nicht vertraulich
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Main take-aways (E-Plus Group acquisition)

Final stage of the process with the EC. We expect the closure of the 
transaction in the third quarter of 2014

Remedy package allows for ongoing mobile data monetization, 
>€5bn NPV Synergies is confirmed 

Spectrum allocation process ongoing – FNA1 to set rules by year-end 

Designated management team already set – Execution of equity 
financing measures to be announced soon

+

Notes:
1   FNA: Federal Network Agency Public – Nicht vertraulich
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Telefónica Deutschland Q2 2014 results 
Q&A session
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