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National and international wholesale services

The year 2009 saw a culmination of the market consolidation trend in the Czech Republic, 

which was driven by the worsening macroeconomic trends. T-Mobile and vodafone followed in 

the strategic footsteps of Telefónica O2 and embarked on a course of gradual transformation 

from purely mobile into comprehensive providers of telecommunications services, with 

a broader portfolio of options, including fixed access. The operators responded to the economic 

developments by an increasingly strict cost control and by implementation of economizing 

measures. In the wholesale market, this demonstrated itself in the form of increased pressures to 

drive down the prices, a higher rate of migration to services with a lower ARPU and the general 

stagnation of demand for services.

Telefónica O2 also presented an innovated portfolio of products. Following changes in the 

legislation, the Company began to offer the so-called naked AdsL, in which the alternative 

provider purchased only the AdsL line, without the need for a telephone connection. Together 

with the increased demand for leases of transmission infrastructure on the part of mobile 

operators, the service acted, to an extent, as a stimulus in the wholesale telecommunications 

market in the second half of 2009. The year 2009 also saw a revived interest in Ethernet data 

services. A large part of new services sold was, however, only a result of migration from the 

traditional service of leased lines.

In the area of international data and internet services, the growing demand for international 

transmission capacity on the part of international partners has produced additional requests for 

extra capacity, especially for international IP connectivity. Telefónica O2 registered a growing 

demand and increased sales of high-capacity international leased lines (Lambda 2.5 and 10 Gbps). 

The Company’s own international IP connectivity also increased. In collaboration with other 

members in the Telefónica group and other international partners, Telefónica O2 successfully 

implemented several rather large international vPN projects; it also expanded its functional 

integration collaboration with Telefónica International Wholesale services. The economic 

recession caused a downturn in the demand for new international leased lines; existing lines were 

cancelled by customers and there were also pressures to drive down the prices.

In the area of wholesale international voice services, Telefónica O2 further strengthened its 

leading position in the markets of Central and Eastern Europe. The Company increased the 

number of direct lines interconnecting it with other mobile and fixed line operators in Europe 

and beyond, and it shifted its attention to Russia and the Middle East. Compared to 2008, the 

volume of transit services was up 5% and reached a record of nearly 1.5 billion minutes. The 

Company also expanded its proposition to mobile operators – it added a service of video call 

transit to foreign mobile networks.

At the end of 2009, the fixed line network of Telefónica O2 was interconnected with the 

networks of seventeen operators of fixed networks of public electronic communications, and its 

mobile network was interconnected with the networks of eleven operators of public electronic 

communications in the Czech Republic.


	Independent auditors’ report to the shareholders of Telefónica O2 Czech Republic, a.s.
	Financial and operational highlights
	Letter from the Chairman of the Board of Directors
	Calendar of key events in 2009

	About Telefónica Group
	Board of Directors’ Report on Business Activity
	Telefónica O2 Czech Republic Group
	The telecommunications market in the Czech Republic
	Networks and technologies
	Voice services 
	Internet, data and value added services
	Convergent services 
	Payment services
	ICT services and business solutions for the central and local government
	National and international wholesale services
	Comments on the financial results


	Corporate Social Responsibility (CSR)
	Business principles and compliance
	Market presence and customer relations
	Caring for employees and the workplace environment
	Caring for the environment
	Promoting activities for the benefit of the community


	Corporate Governance
	Corporate governance of the Telefónica O2 Czech Republic Group
	Subsidiary and associated companies (as at 15 March 2010)
	The organisation of Telefónica O2
	Governing bodies of Telefónica O2 Czech Republic (as at 15 March 2010)
	Board of Directors (as at 15 March 2010)
	Executive management (as at 15 March 2010)
	Report by the Supervisory Board 
	Supervisory Board
	Audit Committee (as at 15 March 2010)
	Principles of remuneration of persons with executive powers in the issuer
	Other information relating to persons with executive powers
	Telefónica O2’s Declaration of Compliance with the Code of Good Corporate Governance based on OECD Principles (2004)
	Information relating to matters according to Section 118(5) of the Act No. 256/2004 Coll., the Capital Market Undertakings Act (CMUA), and information which is a part of a summary report compiled according to the requirement of Section 118(8) of the CMUA 


	Consolidated financial statements
	for the year ended 31. December 2009
	General information
	Accounting policies
	Notes to the consolidated financial statements


	Financial statements 
	for the year ended 31 December 2009
	General information
	Accounting policies
	Notes to the financial statements


	Appendix: Report of the Board of Directors of Telefónica O2 Czech Republic, a.s.
	Glossary of terms and acronyms
	General information
	Provision of mobile telecommunication services in Slovakia
	Merger of DELTAX Systems a.s. with Telefónica O2 Business Solutions, spol. s r.o.
	Liquidation of subsidiary SPT TELECOM (Czech Republic) Finance B.V. in liquidation
	Independent auditor’s report
	Consolidated statement of comprehensive income
	Consolidated balance sheet 
	Consolidated statement of changes in shareholders’ equity
	Consolidated cash flow statement 

	Accounting policies
	Index
	A)	Basis of preparation
	B)	Group accounting
	C)	Foreign currencies
	D)	Property, plant and equipment
	E)	Intangible assets
	F)	Non-current assets classified as held for sale
	G)	Impairment of assets
	H)	Investments and other financial assets
	I)	Leases
	J)	Inventories
	K)	Trade receivables
	L)	Cash and cash equivalents
	M)	Financial debt
	N)	Current and deferred income taxes
	O)	Employee benefits
	P)	Share-based compensation
	Q)	Provisions
	R)	Revenue recognition
	S)	Dividend distribution
	T)	Financial instruments
	U)	Critical accounting estimates and judgments
	V)	Change in accounting policy
	W)	Operating profit

	Notes to the consolidated financial statements
	Index
	1)	Segment information
	2)	Revenue and Internal expenses capitalized in fixed assets
	3)	Operating expenses
	4)	Interest and other finance income and expense
	5)	Income tax 
	6)	Earnings per share
	7)	Dividends
	8)	Property, plant and equipment
	9)	Intangible assets
	10)	Impairment of fixed assets
	11)	Inventories
	12)	Receivables and prepayments
	13)	Cash and cash equivalents
	14)	Trade and other payables
	15)	Financial debt
	16)	Deferred income taxes
	17)	Government social security and pension schemes
	18)	Provisions for liabilities and charges
	19)	Financial instruments
	20)	Contingencies
	21)	Commitments
	22)	Service concession arrangements
	23)	Share capital and reserves
	25)	Hedging reserve
	25)	Related party transactions 
	26)	Principal subsidiary undertakings
	27)	Post balance sheet events
	Content

	General information
	Independent auditor’s report
	Statement of comprehensive income 
	Balance sheet 
	Statement of changes in shareholders’ equity 
	Cashflow statement 

	Accounting policies
	Index
	A)	Basis of preparation
	B)	Foreign currencies
	C)	Property, plant and equipment
	D)	Intangible assets
	E)	Non-current assets classified as held for sale
	F)	Impairment of assets
	G)	Investments and other financial assets
	H)	Leases
	I)	Inventories
	J)	Trade receivables
	K)	Cash and cash equivalents
	L)	Financial debt
	M)	Current and deferred income taxes
	N)	Employee benefits
	O)	Share-based compensation
	P)	Provisions
	Q)	Revenue recognition
	R)	Dividend distribution
	S)	Financial instruments
	T)	Critical accounting estimates and judgments
	U)	Investments in subsidiary and associated undertakings
	V)	Change in accounting policy
	W)	Operating profit

	Notes to the financial statements
	Index
	1)	Segment information
	2)	Revenue and Internal expenses capitalized in fixed assets
	3)	Operating expenses
	4)	Interest and other finance income and expense
	5)	Income tax
	6)	Earnings per share
	7)	Dividends
	8)	Property, plant and equipment
	9)	Intangible assets
	10)	Impairment of fixed assets
	11)	Inventories
	12)	Receivables and prepayments
	13)	Cash and cash equivalents
	14)	Trade and other payables
	15)	Financial debts
	16)	Deferred income taxes 
	17)	Government social security and pension schemes
	18)	Provisions for liabilities and charges
	19)	Financial instruments
	20)	Contingencies
	21)	Commitments
	22)	Service concession arrangements
	23)	Share capital and reserves
	24)	Hedging reserve
	25)	Related party transactions
	26)	Principal subsidiary undertakings
	27)	Post balance sheet events
	28)	Other information for shareholders and investors

	Information on persons responsible for the Annual Report
	Table of Contents
	Part A Applicable period
	Part B Entities forming a holding
	Part C Contracts and agreements between the controlled entity and the controlling entity and contracts and agreements between the controlled entity and other interconnected entities including details of performance and counter-performance provided thereunder
	Part D Other legal acts between holding entities in the accounting period 2009
	Part E Measures between holding entities in the accounting period 2009
	Part F Conclusion
	Appendix


