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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

Thorsten Dirks

CEO

Markus Haas

COO
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Successful start for the new Telefonica Deutschland

The 

Leading 

Digital 

Telco

Oct 31, ‘13
Submission 

request to EC

Feb 11, ’14
TEF D EGM

July 2, ‘14 
Conditional 

EC clearance

Oct 1,‘14

Closing

July 23, ‘13 
Transaction 

announced

Aug 29, ’14
Final EC 

clearance

Full management team appointed from day one 

Ongoing Integration and Transformation while 

keeping momentum in the market

Full confidence in the realization of synergies
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Building the Leading Digital Telco in Germany

Keep the 

Momentum

Keep the 

momentum

Integrate 

quickly
Transform 

the company

Offer Superior customer 

experience

Offer Best network 

experience

Golden Grid for 2G/3G + LTE roll-out

Achieve Cost Leadership

Multi-channel & Digital first

Operating 

model
Simplify

Optimise

Improve

Synergies & Lean operating model

Synergies 
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Keeping momentum in the market

Leadership in Consumer 

mobile 

Keep the 

momentum

Capture additional 

opportunities in the 

SME segment

Upsell/cross sell 

Convergent solutions

Full alignment of Commercial Strategy across segments from Day One

High-speed surfing 

with up to 100 Mbit/s

http://www.o2online.de/o2-kunden/dsl-und-festnetz/kombivorteil/dsl/code/dsl-kombi-vorteil-popup-link/
http://www.o2online.de/o2-kunden/dsl-und-festnetz/kombivorteil/dsl/code/dsl-kombi-vorteil-popup-link/
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Rapid execution of integration activities Keep the 

momentu

m

Integrate 

quickly

1 FTEs: Full time employees. Starting base is 9,100
2 Calculated as the sum of net present values of forecasted future free cash flows including the so-called 

“terminal value” after tax  

Network Golden Grid
defined (~14K redundant BTS) 

Full alignment of

Procurement processes

Cross & upsell

O2 Unite & O2 DSL into

enlarged customer base

Headcount 

restructuring plan 

defined (-1.6K FTEs1 by 2018) 

CapEx 1.9

OpEx 3.6

Total 

including revenues

Operating

synergies
4.6

Integration

Costs
0.9

>5bn EUR2

Synergy plan (NPV in €bn)In execution from Day One
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A clear roadmap to transform the 

business into a truly digital operating model
Transform 

the company

Digital sales

Digital reach and content

Digital relevance Digital Care

Digital portals Self-care apps

Users help users

Radically simplified backend  & partnerships

Customer Journey
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Improved momentum & LTE driving performance

 O2 brand gaining relevance as premium brand thanks to LTE and 

attractive bundles with new devices

 Focus on data monetization with individualized offers plus digital 

services to enhance customer experience

 Continued improvement in revenue performance with sustained 

underlying* OIBDA trends driven by focused commercial strategy

* Excluding restructuring costs
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Commercial momentum driving mobile data monetization further 

Mobile postpaid: Evolution of Net Additions
In k

x3  

Q4 ’13

152 143

Q2 ’14Q3 ’13 Q3 ’14

78

Q1 ’14

-30

55

LTE handset adoption
Sale of LTE-enabled smartphones

In %  of total 

smartphones

Q3 ’14

~20%

Q3 ’13

88%55%

Smartphone penetration1

In  % of O2 Consumer customer base

LTE as a major driver for increase data usage
Average usage per month 

LTE outdoor  

pop coverage:
~60%

3G Smartphone 4G Smartphone 4G Smartphone

+ LTE tariff

3x

+4.2%p

17.3%

74.1%

Q3 ’14Q3 ’13

69.8%

22.2%

+4.9 %p
prepaidpostpaid

Mid double-digit

ARPU-upside

1 Defined as the number of active mobile data tariffs over total mobile customer base, excluding M2M and 

data-only accesses.
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Continued improvement in revenue performance

Q3 ’14Q2 ’14

-1,3%

-0,5%

-2,5%

Q4 ’13

-1,8%

-8,8%

Q3 ’13

-7,0% -7,4%

Q1 ’14

-3,4%
-4,4%

-3,4%

MSR exMTRTotal Revenues

Evolution of  Revenues
Year-on-year in %

Evolution of SMS
Year-on-year in %

Base Management
In % of o2 Consumer Postpaid

Non-SMS data revenues
Year-on-year 

-34%

-22%
-30%

-24%

Q3 ’14

-19%

-30%

Q2 ’14Q1 ’14

SMS volumes SMS revenueQ3 ’13 Q3 ’14

+9,3%

Share of 

data 

revenues
~74%~68%

64% 73%

36% 27%

Q3 ’13 Q3 ’14

Voice centric Data centric
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OIBDA y-o-y margin declining on increased commercial spend

OIBDA evolution
Year-on-year in EUR million

Evolution on non-commercial costs
Year-on-year 

Evolution of main commercial costs
Year-on-year

Hardware Margin2Retention costs

2 Handset revenues less cost of sales

Q3 ’13 Q3 ’14

Stable

Acquisition costs

Q3’14

+10%

Q3’13Q3’14

+17%

Q3’13

23.5% 20.7%Margin

+70

-16.0%

Revenues

+726

-27

Other 

Income

Jan - Sep 

2014

Other

expenses

-17

Supplies

+864

Personnel

expenses

+4-168

Jan – Sep 

2013

20.9%

-15.1%

Transaction 

costs: 13m 
Restructuring

costs: 8m 

Q3’13

-64%

Q3’14

1 Excluding restructuring costs

Ex-restructuring costs
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Solid financial profile maintained

1 Free cash flow pre dividends from continuing operations is defined as the sum of cash flow from operating 

activities from continuing operations and cash flow from investing activities from continuing operations.

2 For definition of Net Debt and Leverage Ratio please refer to additional materials of Q3 14 results

Evolution of Net Debt 2

In EUR million

Evolution of Free Cash Flow 1

Year-on-year in EUR million

+18+543 -82

-2.7%

+49 +529

Change in 

OIBDA-CapEx

FCF Jan – Sep 2013 

pre dividend

FCF Jan – Sep 2014 

pre dividend and 

pre capital increase

Change in 

Working Capital

Change in others

CapEx:

-12.1% y-o-y

525

468 539

FCF pre dividend

payment

Adjusted Net 

financial debt as 

of 30.09.2014

(excluding 

restricted cash)

3.636

-3.096

Restricted cashOther changes in 

net financial debt

Net financial 

debt as of Sept 

30, 2014 (incl. 

restricted cash)

39

Capital Increase less 

transaction costs 

paid for the period

-3.599

-529

Net financial debt 

as of Dec 31, 2013

Dividend payment

0.4x 0.5x

Leverage

Ratio2
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Q4 2014 outlook for new Telefónica Deutschland (Q3 2014 basis) 

Combined1

Q3 2014 (€m)
Q4 2014 outlook - consolidated

(On the basis of Q3’14 combined results)

Total Revenue 2,002 • Similar revenue as in the previous quarter

Mobile Service 

Revenue

1,424 • Good mobile trading momentum sustained

• Moderate quarter-on-quarter decline due to usual

phasing of usage of services

OIBDA 

(underlying2)

350 • Slightly lower quarter-on-quarter due to ongoing 

commercial investments and initial integration

OIBDA Margin 

(underlying2)

17.5% • Similar margin as in the previous quarter

CapEx 286 • Start of a new investment cycle into the new business

• 1.5 times higher than in the third quarter

1 Combined means aggregated and consolidated figures from Telefonica Deutschland and E-Plus Gruppe according to Telefonica Deutschland Group accounting policies.
2 Underlying criteria: Excluding one-offs. The base of calculation in the third quarter of 2014 excludes restructuring costs of 14 million Euro.
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Main take-aways

 Sustained positive momentum in O2 postpaid mobile following  

a clear commercial focus on brand, LTE & devices

 Data monetization driving better top line performance while 

sustaining underlying* OIBDA evolution

 Stable free cash flow sustaining our financial flexibility; intention 

to propose at least €700m dividend on 2014

 Successful start of combined operations from October 1st 2014

* Excluding restructuring costs
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Telefónica Deutschland Q3 2014 results 

Q&A session




