LISTING PARTICULARS
August 10, 2004
€280,000,000

ONO Finance Pic
180,000,000 10.5% Senior Notes due 2014
100,000,000 Floating Rate Senior Notes due 2014
Guaranteed on a Senior Subordinated Basis by
Cableuropa, S.A.U. and certain of its subsidiaries

ONO Finance Plc ("ONO Finance") issued €180,000,000 aggregate principal amount of its 10.5% senior notes due 2014 (the "Fixed Rate
Notes") and €100,000,000 aggregate principal amount of its floating rate senior notes due 2014 (the "Floating Rate Notes" and, together with the
Fixed Rate Notes, the "Notes"). ONO Finance will lend the proceeds of the offering of the Notes to Cableuropa, S.A.U. ("Cableuropa") and certain
of its subsidiaries.

ONO Finance will pay interest on the Floating Rate Notes on February 15, May 15, August 15 and November 15 of each year, beginning
on August 15, 2004. ONO Finance may redeem some or all of the Floating Rate Notes at any time on or after May 15, 2006, at the redemption
prices set forth in this offering memorandum, plus accrued and unpaid interest.

ONO Finance will pay interest on the Fixed Rate Notes on May 15 and November 15 of each year, beginning on November 15, 2004.
Prior to May 15, 2009, ONO Finance may redeem all or part of the Fixed Rate Notes at a redemption price of 100% of principa plus accrued and
unpaid interest and the applicable "make whole" premium described in this offering memorandum. ONO Finance may redeem some or all of the
Fixed Rate Notes at any time on or after May 15, 2009, at the redemption prices set forth in this offering memorandum, plus accrued and unpaid
interest.

Prior to May 15, 2006, ONO Finance may redeem up to 35% of the Floating Rate Notes with the proceeds of certain public eguity
offerings. Prior to May 15, 2007, ONO Finance may redeem up to 35% of the Fixed Rate Notes with the proceeds of certain public equity
offerings. There is no sinking fund for the Notes. Holders may require ONO Finance to repurchase their Notes upon a change of control.

The Notes will be unsecured senior obligations of ONO Finance and will rank equally with all of its other unsecured senior indebtedness.
The Notes will be guaranteed on a senior subordinated basis by Cableuropa and certain of its subsidiaries as to the payment of principal, premium,
if any, interest and all other amounts payable under the Notes.

Investing in the Notes involves certain risks. See "Risk Factors" beginning on page 23.

The Notes and the guarantees thereof have not been and will not be registered under the U.S. Securities Act of 1933, as amended (the
"U.S. Securities Act") or any state securities laws and are being offered and sold in the United States only to "Qualified Institutional Buyers" (as
defined under Rule 144A under the U.S. Securities Act ("Rule 144A")) and outside the United States in accordance with Regulation S under the
U.S. Securities Act ("Regulation S"). For a description of certain restrictions on transfers, see "Plan of Distribution" and "Notice to Investors."”

Offering Price for the Fixed Rate Notes: 100% of principal, plus accrued interest, if any
Offering Pricefor the Floating Rate Notes: 100% of principal, plus accrued interest, if any

The Managers are offering the Notes subject to various conditions. The Managers expect to deliver the Notes to purchasers on or about
May 17, 2004. Application has been made to list the Notes on the Luxembourg Stock Exchange.

Joint Book-Running Managers
Banc of America Securities Limited BNP PARIBAS Deutsche Bank Morgan Stanley

Co-Managers
Barclays Capital Calyon Corporate and Investment Bank Fortis Bank
The Roya Bank of Scotland UBS Investment Bank
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INCORPORATION BY REFERENCE

We are incorporating by reference into these listing particulars financial information of Cableuropa, S.A.U., Valencia de Cable, SA.
("Valencia'), Mediterrdnea Norte Sistemas de Cable, S.A. ("Valencia North"), Mediterranea Sur Sistemas de Cable, SA. ("Valencia South") and
Region de Murciade Cable, S.A. ("Murcid'). This means that we are disclosing important information to you by referring you to those documents.
The information we incorporate by reference is an important part of these listing particulars. We incorporate by reference the following
documents:

. Cableuropa's consolidated financial statements as of and for the years ended December 31, 2001, 2002 and 2003;

. Valencias unconsolidated financial statements as of and for the years ended December 31, 2001, 2002 and 2003;

. Valencia North's unconsolidated financial statements as of and for the years ended December 31, 2001, 2002 and 2003;
. Murcia's unconsolidated financial statements as of and for the years ended December 31, 2001, 2002 and 2003; and

. Valencia South's unconsolidated financial statements as of and for the years ended December 31, 2001, 2002 and 2003.

Copies of the documents incorporated by reference herein are available free of charge from The Bank of New York (Luxembourg) S.A.,
the Luxembourg paying agent and transfer agent for the notes.
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Important I nformation

In making your investment decision, you should rely only on the information contained in this offering memorandum or to which we have
referred you. No person is authorized to give you any information or to make any representation to you not contained in this offering memorandum
in connection with the offering of the Notes, and any information or representation not contained herein will not be deemed as having been
authorized by us or on our behalf. No representation or warranty, express or implied, is made by us or any of our affiliates, advisers or selling
agents as to the accuracy or completeness of any information contained in this offering memorandum.

We, having made al reasonable inquiries, confirm to the best of our knowledge, information and belief that the information contained in
this offering memorandum with respect to Cableuropa and its subsidiaries taken as a whole and the Notes is true and accurate in al materia
respects and is not mideading in any material respect, and that there are no other facts, the omission of which in connection with the issue and
offering of the Notes would make this offering memorandum as a whole misleading in any material respect.

You should not assume that the information contained in this offering memorandum is accurate as of any date other than the date on the
cover of this offering memorandum. Our business, financia condition, results of operations and prospects may have changed since that date.
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This offering memorandum is a confidential document that we are providing only to prospective purchasers of the Notes. You should
read this offering memorandum before making a decision whether to purchase the Notes. Y ou must not:

. use this offering memorandum for any other purpose;
. make copies of any part of this offering memorandum or give a copy of it to any other person; or
. disclose any information in this offering memorandum to any other person.

Statements contained in this offering memorandum as to the contents of any contract, agreement or other document may not contain all of
the information that you may find important. For a more comprehensive understanding of these matters you should read the contract, agreement or
other document, a copy of which will be made available upon request. See "Where You Can Find More Information." Where the contract,
agreement or other document is summarized in this offering memorandum, each statement contained in this offering memorandum is qudified in
all respects by the provisions of the applicable contract, agreement or other documents, to which reference is made.

The offering is being made solely on the basis of this offering memorandum. We have prepared this offering memorandum, and we are
solely responsible for its contents. You are responsible for making your own examination of us and your own assessment of the merits and risks of
investing in the Notes. In making your investment decisions, you should not consider any information in this offering memorandum to be
investment, legal or tax advice. You should consult your own counsel, accountant and other advisors for legal, tax, business, financia and related
advice regarding purchasing the Notes. By purchasing the Notes you will be deemed to have acknowledged that:

. you have reviewed this offering memorandum;

. you have had an opportunity to request, receive and review all additional information that you need from us;

. you have made certain acknowl edgements, representations and agreements as set forth under the captions "Natice to Investors”;
and

. Banc of America Securities Limited, BNP Paribas, Deutsche Bank AG London, Morgan Stanley & Co. Internationa Limited,

Barclays Bank PLC, CALYON, Fortis Bank S.AA./N.V., The Roya Bank of Scotland plc and UBS Limited (each, a "Manager,"
and together, the "Managers') are not responsible for, and are not making any representation or warranty to you concerning, our
future performance or the accuracy or completeness of this offering memorandum.

The Notes and the guar antees ther eof have not been and will not be registered under U.S. Securities Act, and, subject to certain
exceptions, may not be offered or sold within the United States, as defined in Regulation S. The Notes are being offered and sold outside
the United States in reliance on Regulation S and within the United States only to " Qualified Institutional Buyers' in reliance on
Rule 144A. Prospective purchasers are hereby notified that sellers of the Notes may be relying on the exemption from the provisions of
Section 5 of the U.S. Securities Act provided by Rule 144A. For a description of these and certain further restrictions on offers, sales and
transfers of the Notes and the distribution of this offering memorandum, see " Notice to Investors." Y ou should be awar e that you may be
required to bear the financial risks of thisinvestment for an indefinite period of time.

The Notes have not been approved or disapproved by the SEC, any state securities commission in the United States or any other U.S.
regulatory authority, nor have any of the foregoing authorities passed upon or endorsed the merits of the offering or the accuracy or adequacy of this
offering memorandum. Any representation to the contrary is a criminal offense.

This offering memorandum does not constitute an offer to sell or an invitation to subscribe for or purchase any of the Notes in any
jurisdiction in which such offer or invitation is not authorized or to any person to whom it is unlawful to make such an offer or invitation. The
distribution of this offering memorandum and the offering of the Notes may be in certain jurisdictions restricted by law. Persons into whose
possession this offering memorandum comes must inform themsel ves about and observe any such restrictions. For a description of the restrictions
on offers, sales and resales of the Notes and distribution of this offering memorandum, see "Plan of Distribution” and "Notice to Investors." We are
not, nor are ONO Finance or the Managers making any representation to any offeree or purchaser of the Notes regarding the legality of an
investment in the Notes by such offeree or purchaser under any applicable law. You must comply with al laws applicable in any jurisdiction in
which you buy, offer or sell the Notes or possess or distribute this offering memorandum, and you must obtain all applicable consents and
approvals;, we shall not, nor shall ONO Finance or the Managers have any responsibility for any of the foregoing lega requirements.

We reserve the right to withdraw this offering at any time and the Managers reserve the right to reject any commitment to subscribe for
the Notesin whole or in part and to allot to any praospective purchaser |ess than the full amount of Notes sought by such purchaser.
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Notwithstanding anything in this offering memorandum to the contrary, we and each prospective investor (and any employee,
representative, or other agent of ours or of any prospective investor) may disclose to any and all persons, without limitation of any kind, the tax
treatment and tax structure of the transaction and all materials of any kind (including opinions or other tax analyses) that are provided to us or to it
relating to such tax treatment and tax structure. However, any such information relating to the tax treatment or tax structure is required to be kept
confidential to the extent necessary to comply with any applicable federa or state securities laws.

The information set out in the sections of this offering memorandum describing dearing and settlement is subject to any change or
reinterpretation of the rules, regulations and procedures of, Eurocdear Bank S.AA./N.V. ("Eurodear") or Clearstream Banking, société anonyme
("Clearstream Banking"), currently in effect. Investors wishing to use these dearing systems are advised to confirm the continued applicability of
their rules, regulations and procedures. We will not have any responsibility or liability for any aspect of the records relating to, or payments made
on account of, book-entry interests held through the facilities of any dearing system or for maintaining, supervising or reviewing any records
relating to these book-mark interests.

We cannot guarantee that our application to list the Notes on the Luxembourg Stock Exchange will be approved as of the settlement date
for the Notes or at any time thereafter, and settlement of the Notes is not conditioned on obtaining this listing.

Certain Regulatory | ssues Related to the United Kingdom

This document is only being distributed to and is only directed at (i) persons who are outside the United Kingdom or (ii) investment
professionas falling within Article 19(5) of the Financia Services and Markets Act 2000 (Financial Promation) Order 2001 (the "Order") or
(iii) high net worth entities, and other persons to whom it may lawfully be communicated, falling within Article 29(2) of the Order (all such
persons together being referred to as "relevant persons”’). The Notes are available to, and any invitation, offer or agreement to subscribe, purchase
or otherwise acquire such Notes will be engaged in only with, relevant persons. Any person who is not a relevant person should not act or rely on
this document or any of its contents.

Certain Regulatory Issues Related to Spain

The Notes may not be offered or sold in Spain except in accordance with the reguirements of the Spanish Securities Market Law (Ley
24/1988, de 28 de julio, del Mercado de Valores), as amended and restated, and Royal Decree 291/1992, on issues and public offerings for the sale
of securities (Real Decreto 291/1992, de 27 de marzo, sobre emisiones y ofertas publicas de venta de valores), as amended and restated, and the
decrees and regulations made thereunder. The Notes may not be sold, offered or distributed to personsin Spain except (i) in circumstances which
do not constitute an offer of securities in Spain within the meaning of Spanish Securities Market Law and further relevant legislation or
(i) pursuant to Artide 7 of Royal Decree 291/1992 and subject to compliance with the registration requiremets set out therein. This offering
memorandum has not been registered with the Spanish Securities Market Commission (Comisién Nacional del Mercado de Valores) and therefore
it isnot intended for the offering or sale of the Notes in Spain.

Certain Regulatory | ssues Related to Italy

The offering of the Notes has not been registered with the Commissione Nazionale per le Socieca e la Borsa ("CONSOB") pursuant to
Italian securities legislation and, accordingly, the sales of the Notes in the Republic of Italy shall only be carried out in compliance with the
requirements of Legislative Decree No. 58 of February 24, 1998, as amended ("Legidative Decree No. 58"), Legislative Decree No. 385 of
September 1, 1993 (the "Banking Law"), and the relevant implementing regulations. and shall in any event be effected in accordance with all
relevant Italian securities, tax and exchange controls and other applicable laws and regulations and in compliance with any other applicable
notification requirement or limitation which may be imposed by CONSOB or the Bank of Italy. In any case, the Notes will not be sold, either in the
primary or in the secondary market, to individuas residing in the Republic of Italy. In addition, to the extent that any Notes are sold to institutional
investors in the Republic of Italy, the minimum amount of such Notes shall be € 100,000.

Notice to New Hampshire Residents

NEITHER THE FACT THAT A REGISTRATION STATEMENT OR AN APPLICATION FOR A LICENSE HAS BEEN
FILED UNDER CHAPTER 421-B OF THE NEW HAMPSHIRE REVISED STATUTES ("RSA") WITH THE STATE OF NEW
HAMPSHIRE NOR THE FACT THAT A SECURITY IS EFFECTIVELY REGISTERED OR A PERSON IS LICENSED IN THE
STATE OF NEW HAMPSHIRE CONSTITUTES A FINDING BY THE SECRETARY OF STATE THAT ANY DOCUMENT FILED
UNDER RSA 421-B IS TRUE, COMPLETE AND NOT MISLEADING. NEITHER ANY SUCH FACT NOR THE FACT THAT AN
EXEMPTION OR EXCEPTION IS AVAILABLE FOR A SECURITY OR A TRANSACTION MEANS THAT THE SECRETARY OF
STATE HAS PASSED IN ANY WAY UPON THE MERITS OR QUALIFICATIONS OF, OR RECOMMENDED OR GIVEN
APPROVAL TO, ANY PERSON, SECURITY OR TRANSACTION. IT ISUNLAWFUL TO MAKE, OR CAUSE TO BE MADE, TO
ANY PROSPECTIVE PURCHASER, CUSTOMER, OR CLIENT ANY REPRESENTATION INCONSISTENT WITH THE
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PROVISIONS OF THIS PARAGRAPH.

It is expected that delivery of the Notes will be made against payment therefor on or about the date specified in the last paragraph of the
cover page of this offering memorandum, which is the sixth business day following the date hereof (such settlement cycle being herein referred to
as "T+6"). Purchasers of the Notes should note that trading of the Notes on the date hereof may be affected by these settlement dates. See "Plan of
Distribution.”

IN CONNECTION WITH THIS OFFERING, MORGAN STANLEY & CO. INTERNATIONAL LIMITED OR ANY
PERSONS ACTING FOR IT MAY OVER-ALLOT OR EFFECT TRANSACTIONSWITH A VIEW TO SUPPORTING THE MARKET
PRICE OF THE NOTESAT A LEVEL HIGHER THAN THAT WHICH MIGHT OTHERWISE PREVAIL FOR A LIMITED PERIOD.
HOWEVER, THERE MAY BE NO OBLIGATION ON MORGAN STANLEY & CO. INTERNATIONAL LIMITED OR ANY PERSON
ACTING FOR IT TO DO THIS. SUCH STABILIZING, IF COMMENCED, MAY BE DISCONTINUED AT ANY TIME, AND MUST
BE BROUGHT TO AN END AFTER A LIMITED PERIOD.



INFORMATION REGARDING FORWARD-LOOKING STATEMENTS
Forwar d-L ooking Statements

This offering memorandum contains forward-looking statements. These forward-looking statements indude al matters that are not
historical facts, induding the statements under the headings "Offering Memorandum Summary," "Risk Factors," "M anagement's Discussion and
Analysis of Financia Condition and Results of Operations of Cableuropa" "Business' and elsewhere regarding future events or prospects.
Statements containing the words "believe," "expect,” "intend," "anticipate,” "will," "positioned," "project,” "risk," "plan," "may," "estimate" or, in
each case, their negative and words of similar meaning are forward-looking statements.

By their nature, forward-looking statements involve risks and uncertainties because they relate to events and depend on circumstances
that may or may not occur in the future. We caution you that forward-looking statements are not guarantees of future performance and that our
actual financial condition, results of operations and cash flows, and the development of the industry in which we operate, may differ materially
from those made in or suggested by the forward-looking statements contained in this offering memorandum. In addition, even if our financial
condition, results of operations and cash flows, and the development of the industry in which we operate, are consistent with the forward-looking
statements contained in this offering memorandum, those results or developments may not be indicative of results or developments in subsequent
periods. Important facts that could cause our actual results of operations, financia condition or cash flows to differ from our current expectations
include, but are not limited to:

. our continued and substantial net | osses;

. our ability to generate sufficient cash flow to fulfill our debt obligations;

. our substantial leverage and ability to service our debts;

. changes in the accounting standards under which we prepare our financial statements;

. our failure to ensure sufficient access to premium programming;

. difficulties we may encounter in integrating future acquisition targets and the extent to which it is necessary to devote

significant management time and capital resources to any acquired business,

. our reliance on othersto provide us with mission critical hardware and software;

. our ability to avoid unanticipated network downtime;

. our failure to maintain and upgrade our network;

. our failure to retain our key employees,

. competition from other companiesin our industry and our ability to retain or increase our market share;

. the anticipated growth of the telecommunications, Internet access and cable television industries in Spain;

. the effect of changes in the regulatory environment on the telecommunications and cable television industriesin Spain;
. restrictions and limitations on our activities contained in the agreements governing our debt;

. our ability to access the financial markets in order to refinance our debt; and

. general economic conditions and business condition in the markets served by us.

Consequently, our current business plan, anticipated actions and future financial condition, results of operations and cash flows, as well
as the anticipated development of the industry in which we operate, may differ from those expressed in any forward-looking statements made by
us. These forward-looking statements are uncertain and we cannot assure you that any such statements will prove to be correct. Actua results and
devel opments may be materially different from those expressed or implied by such statements. We urge you to read this offering memorandum,
including the sections entitled "Risk Factors," "Management's Discussion and Analysis of Financial Condition and Results of Operations of
Cableuropa," and "Business" for a more complete discussion of the factors that could affect our future performance and the industry in which we

-7-



operate.

We currently file periodic reports with the SEC in accordance with the requirements of the U.S. Securities Exchange Act of 1934, as
amended (the "Exchange Act"), about our business that are publicly available. In addition, we are currently, and upon listing of the Notes on the
Luxembourg Stock Exchange, we will continue to be subject to the ongoing reporting requirements of the Luxembourg Stock Exchange.

Upon redemption, repurchase or maturity of all of our Existing Notes, we will no longer be subject to or required to file periodic reports
under the Exchange Act.

Apart from any requirements pursuant to the laws and regulations discussed above, we have no obligation to, and do not intend to, update
publicly or revise any forward-looking statements in this offering memorandum, whether as a result of new information, future events or otherwise.
You are cautioned not to rely unduly on forward-looking statements when eval uating the information presented in this offering memorandum.



PRESENTATION OF FINANCIAL AND OTHER DATA

In this offering memorandum, references to the "ONO Group," "we," "us' and "our" are to Cableuropa, SA.U. and its subsidiaries.
References to the "Issuer™ are to ONO Finance Plc, theissuer of the Notes. Referencesto "GCO" areto Grupo Corporativo ONO, SA., our parent

company.
Financial Information

We maintain our accounting records and prepare our statutory accounts in accordance with Spanish Generally Accepted Accounting
Principles ("Spanish GAAP"). Our audited consolidated financial statements as of December 31, 2002 and 2003 and for the years ended
December 31, 2001, 2002 and 2003, and unless otherwise indicated, other financial information in this offering memorandum have been prepared
in accordance with Spanish GAAP, which differs in certain significant respects from U.S. Generally Accepted Accounting Principles ("U.S.
GAAP"). For a discussion of the maost significant differences between Spanish GAAP and U.S. GAAP as they relate to us and reconciliations of net
income and sharehol ders' equity, see note 29 to our audited consolidated financia statements.

Unless otherwise indicated or otherwise required by the context, all references in this offering memorandum to "euro,” "€" or "EUR" are
to the lawful currency of the participating member states, including Spain, in the third stage of European economic and monetary Union of the
Treaty establishing the European Community, as amended from time to time. References to "U.S. dollars,” "USD," "ddllars," "U.S.$" or "$" are to
United States dollars, the lawful currency of the United States of America. References to "pounds,” "pounds sterling” or "£" are to pounds sterling,
the lawful currency of the United Kingdom.

Non-GAAP Financial Measures

EBITDA and annualized EBITDA as well as the related ratios presented in this offering memorandum are supplemental measures of our
performance and liquidity that are not required by, or presented in accordance with, Spanish GAAP or U.S. GAAP. EBITDA and annualized
EBITDA are not measurements of our financial performance or liquidity under Spanish GAAP or U.S. GAAP and should not be considered as an
alternative to net income, operating income or any other performance measures derived in accordance with Spanish GAAP or U.S. GAAP or as an
alternative to cash flow from operating activities as a measure of our liquidity.

We believe that EBITDA and annualized EBITDA facilitate comparisons of operating performance from period to period and company to
company by diminating potentia differences caused by variations in capital structures (affecting interest expense), tax positions (such as the
impact on periods or companies of changes in effective tax rates or net operating losses), the age and booked depreciation and amortization of
assets (affecting relative depreciation and amortization of expense), extraordinary items and minority interests. We aso present EBITDA and
annualized EBITDA because we believe that they are frequently used by securities anaysts, investors and other interested parties in evaluating
similar companies in our industry, many of whom present such non-GAAP financial measures when reporting their results. Findly, we present
EBITDA and annualized EBITDA as a supplemental measure of our ability to service our debt.

Nevertheless, EBITDA and annualized EBITDA have limitations as analytical tools, and you should not consider them in isolation from,
or as asubgtitute for analysis of, our financial condition or results of operations, as reported under Spanish GAAP. Some of these limitations are:

. EBITDA and annualized EBITDA measures do not reflect our cash expenditures or future requirements for capital expenditures
or contractual commitments;

. EBITDA and annualized EBITDA measures do not reflect changes in, or cash requirements for, our working capital needs;

. EBITDA and annualized EBITDA measures do not reflect the interest expense, or the cash requirements necessary to service
interest or principal payments, on our debt;

. although depreciation and amortization are non-cash charges, the assets being depreciated and amortized will often have to be
replaced in the future, and EBITDA and annuaized EBITDA measures do not reflect any cash requirements for such
replacements;

. EBITDA and annualized EBITDA measures do not reflect extraordinary income/expense or any other non-cash items; and

. other companies in our industry may cal culate these measures differently than we do, limiting their useful ness as a comparative
measure.

Because of these limitations, EBITDA and annualized EBITDA should not be considered as measures of discretionary cash available to
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us to invest in the growth of our business. We compensate for these limitations by relying primarily on our Spanish GAAP results and using
EBITDA measures only supplementaly. See "Summary Historical Consolidated and Pro Forma Financid Information and Operating Data of
Cableuropa' and our consolidated financial statements.

Rounding

Certain numerical figures included in this offering memorandum have been rounded. Therefore, discrepancies in tables between totals
and the sums of the amounts listed may occur due to such rounding.

Total Homes and Businesses Data

Total homes for each of our franchise areas are derived from the advances of the 2001 Spanish national census published by the National
Statistics Institute of Spain (Instituto Nacional de Estadistica, or "INE"). Tota businesses for each of our franchise areas are derived from the
2003 businesses central directory which is also published by INE. Although we accept responsibility for the accurate extraction of such data, we
accept no further responsibility in respect of such data.

Certain Operational Definitions
In this offering memorandum, the following defined terms have the meanings indicated bel ow:

"ARPU" means monthly average revenue per user, and is calculated by dividing total revenues generated from our telephony, Internet
and cable television services provided to customers that are directly connected to our network in any quarter by the average number of customersin
that quarter, the result of which is divided by three. The average number of customers for any period is calculated by adding the number of
customers at the beginning of the period to the number of customers at the end of the period and dividing by two. In this offering memorandum,
with respect to any quarter, ARPU presented is the monthly ARPU for such quarter, and with respect to any year, ARPU presented is the monthly
ARPU for the fourth quarter only.

"Churn" means the percentage obtained by dividing the number of customers who cease to receive any of our services (either voluntarily
or involuntarily) in any quarter by the average total number of customers during that quarter, multiplied by four. The average number of customers
for any period is calculated by adding the number of customers at the beginning of the period to the number of customers at the end of the period
and dividing by two. In this offering memorandum, with respect to any quarter, churn presented is churn as calculated for such quarter, and with
respect to any year, churn presented is churn for the fourth quarter of such year, multiplied by four.

"Homes passed" means homes for which all of the relevant network eguipment has been activated. Homes passed can be released to
marketing once the customer tap (an amplifier serving between four and eight homes) and drop (the final connection to a home) have been

installed.

"Homes released to marketing” means a home to which we can provide either telephony, Internet or cable television service within four
days, which occurs after the customer tap and drop have been installed.

"Penetration” is the percentage of customers over homes released to marketing in our franchise areas, and with respect to any particular
service, penetration is the percentage of RGUs of that service over homes released to marketing in our franchise areas.

"RGUS" are revenue generating units where each customer is counted as a revenue generating unit for each service for which such
customer subscribes, regardless of the number of services that customer receives from us. Thus a single customer who receives telephony, Internet
and cable television services from us would account for three RGUs.

OFFERING MEMORANDUM SUMMARY

The following summary highlights selected information from this offering memorandum. It is not complete and does not contain all of
the information that you should consider before investing in the Notes. Before you decide to invest in the Notes, you should read the entire offering
memorandum car efully, including the "Risk Factors," "Management's Discussion and Analysis of Financial Condition and Results of Operations
of Cableuropa" and our audited consolidated financial statements.

Our Business

Overview
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We are aleading provider of integrated tel ephony, broadband Internet, and cable television servicesto residential and business customers
in Spain. We commenced operations in 1998 and, since that time, have pursued a strategy of rapid penetration generating multiple revenue streams
to grow our business. As of December 31, 2003, we had 581,345 residential customers and 13,133 primarily small and medium-sized business
customers. During the year ended December 31, 2003, we generated revenue of €358.6 million and EBITDA of €102.1 million, resulting in an
EBITDA margin of 28.5%. During the nine months ended September 30, 2003, we generated revenue of €257.5 million and EBITDA of
€67.9 million, resulting in an EBITDA margin of 26.4%. During the three months ended December 31, 2003, we generated revenue of
€101.1 million and EBITDA of € 34.2 million, resulting in an EBITDA margin of 33.8%.

Our 862 megahertz hybrid fiber coaxial network provides a high speed, high capacity, two-way communications pathway with direct
access to our customers. As of December 31, 2003 our backbone network extended 6,362 route kilometers and our local networks extended 6,992
route kilometers, passing over 2.0 million homes. Our current addressable market is 5.6 million homes and 0.7 million businesses, representing
approximately 27% of the 20.8 million homes and 25% of the 2.8 million businesses in Spain. We believe our franchise areas, especially those in
our Mediterranean cluster, are growing rapidly both in the number of homes constructed each year and in gross domestic product per capita. We
are continuing to expand our network in areas with attractive revenue potential.

The following tabl e includes information regarding the build-out and reach of our network:

Asat December 31, Percentage Change

2001 2002 2003 2001/2002 2002/2003

Infrastructure:
Local access network (route kilometers) 5,135 6,279 6,992 22.3 11.4
Backbone network (route kilometers) .............c....... 5,712 6,263 6,362 9.6 1.6
CitiIeSWIth SE'VICE......ecviece e 60 81 98 35.0 21.0
HOMES PASSEA ...ttt eee e 1,399,514 1,760,744 2,003,233 25.8 13.8
Homes released to marketing..........ccocoeeveneienine s 1,111,158 1,469,061 1,743,266 322 18.7
Percentage of homes passed ...........oveierieiiiieiie e 79.4% 83.4% 87.0% — —

Our service offerings are comprised of telephony, broadband Internet and cable television services to residential customers as well as
voice and data tel ecommuni cations services to business customers.

. Residential Telephony. We provide local, national and international telephony services to 544,271 customers, representing
31.2% penetration in our franchise areas as of December 31, 2003. In 2003, our residential telephony revenues were
€184.0 million. ARPU for our residential tel ephony services for the fourth quarter of 2003 was €31.4.

. Residential Internet. We are a leading provider of residential broadband Internet services in our franchise areas. Our
broadband Internet customer base grew by approximately 59% in 2003, resulting in 186,447 broadband Internet customers and
representing 10.7% penetration as of December 31, 2003. In 2003, our total Internet revenues were €62.3 million. ARPU for
our total Internet services for the fourth quarter of 2003 was €32.7.

. Cable Tdevison. We are a leading provider of pay television services in Spain with 339,378 customers, representing 19.4%
penetration as of December 31, 2003. We offer a wide selection of digital and analog cable television programming from basic
to premium packages. Each of our programming packages al so provides easy access to our pay-per-view services. In 2003, our
cable television revenues were € 83.0 million. ARPU for our cable television services for the fourth quarter of 2003 was €23.1.

. Business Services. We provide voice and data telecommunication services principally to small and medium sized enterprises,
although our business customers also incude several larger corporate clients and public ingtitutions. As of December 31, 2003
we had 13,133 business customers. The number of our business customers increased by approximately 52% during 2003. In

2003, our business services revenues were €29.3 million. ARPU for our business services for the fourth quarter of 2003 was
€229.

Key Strengths

We believe that our competitive strengths will enable us to benefit from the substantial demand for integrated communications services
in our franchise areas. Our competitive strengths include:

d Proven ability to acquire subscribers. As a customer focused organization with an effective marketing strategy, we have
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achieved rapid growth of customers and penetration. As of December 31, 2003, we had achieved an overall customer
penetration rate of 33.3%. Our experience shows that penetration rates have continued to increase in franchise areas where the
build-out is substantially complete. This is highlighted by the fact that our penetration rate has risen to over 40% in areas, such
as Cadiz and Albacete, where we have marketed our services for more than four years.

. Ability to provide bundled services. We currently provide a variety of bundled service offerings in order to maximise revenues
from each of our customers. Our bundled services are comprised of a combination of some or al of our services, offering our
customers the convenience of having a single provider for their communication, entertainment, and information needs. By
offering bundled services, we can price our services more aggressively than individual services offered by our competitors. We
believe this results in higher customer loyalty and increased penetration. As of December 31, 2003, 68% of our residential
customers were purchasing bundled services, of which 26% were subscribing to a combination of all three of our services. At
that date we had achieved penetration rates of 31.2%, 11.4% and 19.4% for residential telephony, Internet and cabletelevision
services, respectively, resulting in RGUs per residential customer of 1.86.

. Technologically advanced broadband network. Our 862 megahertz network provides a high speed, high capacity two-way
communications pathway with direct access to the customer. This alows us to offer multiple services and will alow us to
deliver new broadband services, such as interactive digital television services and video-on-demand with limited additional
cost.

. Ability to control costs. We believe that our ability to control costs is an important element of both our operating and financial
performance. We believe that the level of capital expenditure necessary to make our networks accessible to each additional
home passed in Spain is significantly lower than that of many comparable European companies during a similar stage of their
development. This is primarily due to the high urban population density in Spain; our ability to build portions of our network
above ground; and our ability to efficiently obtain local access and rights of way permits from local authorities. To further
control and reduce our operating costs, we focus on streamlining our business processes, renegotiating supplier contracts and
the outsourcing of certain functions.

. Highly-skilled management team. Our management team has extensive experience in managing tel ecommunications and media
companies in Spain, other countries in Europe, the United States and Canada. Eugenio Galdon, the founder of Cableuropa, was
instrumental in the liberalization of the Spanish tel ecommunications and cable television markets and has managed severa of
Spain's largest media companies. Richard Alden, our Chief Executive Officer, joined us in 1998 and has extensive experience
with cable tel ecommunications companies in the United Kingdom and the United States.

. Strong shareholder support.  Our shareholders provide us with a strong financial commitment and local and international
perspectives. Since we commenced operations in 1998, our shareholders have collectively contributed approximately
€940 million (including the €98.5 million loan to Cableuropa from GCO, which will be converted into common stock of
Cableuropa). Our shareholders also contribute Spanish market understanding, financia expertise, and important rel ationships
with regulators, governmental authorities, suppliers, and customers. Our shareholders include Banco Santander Central
Hispano, Bank of America Corporation, Capital Communications CDPQ, General Electric, Grupo Ferrovial and Grupo
Multitel.

. Srong brand recognition. A key element of our marketing strategy is capitalizing on the fact that ONO is a well-recognized
brand in our areas of operation and in Spain. In 2002, prompted and unprompted brand awareness of ONO in the main citiesin
which we offer service was 100% and 89%, respectively.

Our Strategy

Our strategy is to maintain and enhance our position as a leading provider of integrated telephony, broadband Internet and cable
television services in Spain. In order to achieve these objectives, we focus on:

d Increasing cash flow generation and maximizing our return on capital employed; through the following strategies: Increasing
Penetration. We believe that the acquisition of new customers in our franchise areas is critical to the success of our business
plan. Our strategy is to increase penetration in our franchise areas by offering bundled services to attract new customers by
providing them with a single solution to their communication, entertainment and information needs at competitive prices. In
key cities where we have marketed for more than four years, such as Céadiz and Albacete, we have aready achieved penetration
rates in excess of 40%. We believe that this is due to our continued marketing efforts within our franchise areas following the
substantial build-out of the relevant network, and illustrates our belief that there is significant customer growth potential within
our existing base of homes released to marketing. Cross-Sdlling and Up-Sdling to Our Existing Customer Base. We intend to
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use our existing customer relationships to sell additional products and services to our customers or migrate them to higher
value services, which we refer to as "up-selling.” In particular, we intend to encourage our customers to subscribe for additional
services by offering bundled services at prices that are lower than prices for the same services provided by our competitors or
by us on an individual basis. In addition, we believe that providing existing customers with a variety of new and enhanced
services with tiered pricing options encourages our customers to take more than one of our services. Leveraging Our Network to
Provide Business Services. Our strategy is to grow our customer base among small and medium sized businesses within our
franchise areas by capitalizing on our technologically advanced network and success in marketing bundled services. During
2003, we introduced the Oficina ONO product that offers a combination of telephony and broadband Internet services to our
business customers. In addition, we are selectively increasing the number of larger corporate business service customers within
our franchise areas by offering tailored voice and data solutions. We have recently been awarded contracts to provide voice and
data services for the public sector induding the City Council of Valencia, the third largest city in Spain, and the Authority of
the Island of Mallorca.

. Continued improvement of our financial structure. Our management and shareholders are committed to ensuring that we have
an appropriate capita structure, taking into account available growth opportunities. We focus on growing our EBITDA at a
faster rate than our use of additional debt, thereby reducing our total debt to EBITDA leverage ratio. We will not however
simply rely on growing our EBITDA to improve our financial profile. We will also seek to carry out a series of financial
transactions, of which the current Refinancing Transactions are examples, with the goal of reducing our cost of debt, extending
our debt maturities and improving financial flexibility.

The Refinancing Transactions

The offering of the Notes is part of a series of transactions (collectively referred to as the "Refinancing Transactions'). The Refinancing
Transactions consist of:

. The offering of the Notes;

. ONO Finance's all cash tender offer (the "Tender Offer") for (i) the dollar and euro denominated 13% Senior Notes due 2009
(the "2009 Notes") and (ii) the dollar and euro denominated 14% Senior Notes due 2011 (the "2011 Notes") issued by ONO
Finance; and

. To the extent less than all the 2009 Notes are tendered in the Tender Offer, the purchase of all outstanding 2009 Notes on the

open market or otherwise. The indenture governing the 2009 Notes provides that they may be redeemed at any time on or after
May 1, 2004 at a price of 1,065.00 per $1,000 or €1,000 principal amount, as the case may be.

ONO Finance announced the Tender Offer on April 16, 2004. During the Tender Offer, a tender offer with respect to its euro
denominated 14% Senior Notes due 2010 (the "2010 Notes" and together with the 2009 Notes and the 2011 Notes, the "Existing Notes") was
terminated. Under the terms of the Tender Offer, ONO Finance will purchase 2009 Notes and 2011 Notes at an initial purchase price per $1,000 or
€1,000 principal amount, as the case may be, of: (i) 1,068.75 for the 2009 Notes, and (ii) 1,160.00 for the 2011 Notes. The purchase price includes
a premium per $1,000 or €1,000 principal amount of tendered 2009 Notes and 2011 Notes, as the case may be, of 30.00 for the 2009 Notes and
50.00 for the 2011 Notes. The premium will be paid to holders of 2009 Notes and euro denominated 2011 Notes who have validly tendered and not
withdrawn their Notes on or prior to April 29, 2004 (the "Early Tender Date") and to holders of dollar denominated 2011 Notes who have validly
tendered and not withdrawn their Notes on or prior to May 3, 2004.

In conjunction with the Tender Offer, ONO Finance sought the consent of holders of the 2009 Notes and 2011 Notes (the "Consent
Solicitation") to certain amendments to the indentures governing the 2009 Notes and 2011 Notes (the "Existing Indentures"). ONO Finance has
received the consent of holders of the 2009 Notes and the euro denominated 2011 Notes to certain amendments to the Indentures governing the
2009 Notes and the euro denominated 2011 Notes. These amendments, if and when effective, will eliminate substantially all of the restrictive
covenants, certain events of default and certain additional covenants and rights of the holders contained in the Existing Indentures governing the
2009 Notes and the euro denominated 2011 Notes. Any of the 2009 Notes and the euro denominated 2011 Notes tendered in the Tender Offer
were deemed to congtitute the consent of the holder to the proposed amendments to the relevant Existing Indentures. The Existing Indentures
provide that the consent of at least a mgjority of the principal amount outstanding is necessary to approve the proposed amendments. Thus, since
less than a majority of the aggregate principa amount outstanding of the dollar denominated 2011 Notes consented to the proposed amendments,
the relevant Indenture governing the dollar denominated 2011 Notes will not be amended and will continue in effect following the Tender Offer
and Consent Solicitation. In certain circumstances, the covenants under the Indenture governing the dollar denominated 2011 Notes may be more
restrictive than the covenants contained in the indentures governing the Notes offered hereby (the "Indentures’").

The Tender Offer is conditional upon the completion of this offering and certain other conditions. The purchase of 2009 Notes and 2011
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Notes tendered in the Tender Offer will be financed from the proceeds of this offering. See "Use of Proceeds."
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Summary Cor porate and Financial Structure

The following table sets forth a summary of our corporate and financial structure as of December 31, 2003, assuming the successful

compl etion of the Refinancing Transactions.

)

el

©)

4

®

(6)

™)

Grupo Corporativo ONO, S.A. ("GCQO") is our ultimate corporate parent. GCO has informed us that after completion of this offering it
will establish a new subsidiary ("Holdco") to hold all of the outstanding shares of Cableuropa. Under the terms of the Indentures, Holdco
will accede to the Indentures and will provide a full and unconditional guarantee (the "Parent Guarantee™) that will rank senior in right of
payment to any and all of Holdco's existing and future indebtedness that is subordinated in right of payment to the Parent Guarantee.
The Parent Guarantee will be structurally subordinated to all of the existing and future indebtedness of the Parent Guarantor. See
"Description of the Notes—Ranking of the Notes and the Note Guarantees.”

On February 10, 2004, GCO acquired 61.0% of Retecal Sociedad Operadora de Telecomunicaciones de Castillay Ledn, SA. ("Reteca").
We intend to integrate Retecal and its network into our business and operations in stages. See "Risk Factors—Risks Relating to our
Business—The difficulties of integrating Reteca and its network into our business and operations could impede our future growth and
adversely affect the operation of our business." For more information about Retecal, see "—Recent Developments—Acquisition of
Reteca by GCO."

Each of Cableuropa, Vdencia de Cable, SA. ("Vaendad'), Mediterrdnea Norte Sistemas de Cable, SA. ("Vdencia North"),
Mediterranea Sur Sistemas de Cable, SA. ("Vaencia South") and Region de Murcia de Cable, S A. ("Murcia") are guarantors of the
Existing Notes and subsidiary guarantors of the Notes. The terms of the guarantees of the Existing Notes and the subsidiary guarantees of
the Notes are currently identical. However, the Indentures provide that, upon a Repayment Event, the terms of the subsidiary guarantees
of the Notes will be subject to additional subordination features, including an enforcement standstill as well as provisions which allow
the subsidiary guarantees to be released in certain circumstances, including an enforcement by the lenders under our Senior Bank Facility
of their security over the capital stock of Cableuropa. See "Risk Factors—Risks Relating to the Notes—The subsidiary guarantees are
subordinated to all of our existing and future senior debt and upon the occurrence of a Repayment Event will be subject to limitations on
the ability of Note holders to enforce their rights under the subsidiary guarantees," and "Description of the Notes—Subordination of the
Subsidiary Guarantees Upon a Repayment Event."

On August 8, 2001, the ONO Group, as guarantors and borrowers, entered into an agreement with a series of international banks, as
arrangers of a senior bank facility in an aggregate principa amount of €800 million (the "Senior Bank Facility"). On February 13, 2003,
our Senior Bank Facility was amended to reduce the total principal amount available to €750 million. As of December 31, 2003, we had
drawn down €515 million under our Senior Bank Facility.

The Issuer will lend the gross proceeds of the Floating Rate Notes to Cableuropa and the other Subsidiary Guarantors pursuant to a
Floating Rate Note Proceeds Loan in a principal amount equal to the aggregate principal amount of the Floating Rate Notes offered
hereby. The Issuer will also lend the gross proceeds of the Fixed Rate Notes to Cableuropa and the other Subsidiary Guarantors pursuant
to a Fixed Rate Note Proceeds Loan in a principal amount egual to the aggregate principal amount of the Fixed Rate Notes offered
hereby. The Floating Rate Note Proceeds Loan and the Fixed Rate Note Proceeds Loan are collectively referred to herein as the Notes
Proceeds Loans. The Indentures provide that, upon the occurrence of al of the following: the repayment of the Existing Notes, the
establishment of Holdco and the grant by Holdco of the Parent Guarantee (collectively, a"Repayment Event"), the Notes Proceeds Loans
will be pledged to the lenders under our Senior Bank Facility as security for our obligations under our Senior Bank Facility. The Notes
Proceeds Loans will also be assignable to a third party in the event of an enforcement by the lenders under our Senior Bank Facility of a
security interest thereunder and the release of Cableuropa from its guarantee of the Notes. See "Description of the Notes—Ranking of the
Notes and the Notes Guarantees.”

The aggregate principal amount of Existing Notes outstanding as of December 31, 2003 was €410.4 million. ONO Finance announced an
all cash tender offer for the 2009 Notes and the 2011 Notes (the "Tender Offer"). The payment for the Existing Notes tendered in the
Tender Offer will be financed from the proceeds of the Notes offered hereby. See "—The Refinancing Transactions' and "Use of
Proceeds.”

Cableuropa and the other Subsidiary Guarantors will use the proceeds of the Notes Proceeds Loans to repay the multi-borrower credit
facilities (the "Multi-Borrower Credit Facilities") in an amount equal to the aggregate principal amount outstanding of the Existing Notes
accepted by the Issuer in the Tender Offer. See "—The Refinancing Transactions" and "Use of Proceeds.”
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Recent Developments

Preliminary Results of Operations and Selected Operational Data

On May 6, 2004, we announced unaudited preliminary results of operations and selected operationa data for the three months ended
March 31, 2004. The information contained in the announcement was limited, incomplete and may be inconsistent with information that will
appear in our fina announcement of our results of operations for the same period that we expect to publish on or about May 26, 2004. Our
unaudited preliminary results of operations and selected operational data for the three months ended March 31, 2004 are not necessarily indicative
of our results of operations for the year ended December 31, 2004. See "Risk Factors—Forward Looking Statements.”

The summary of the unaudited preliminary results of operations and sel ected operationa data for the three months ended March 31, 2004

is set forth below.

Asof and for the three months
ended
March 31, December 31, Percentage
2004 2003 change
(euroin millions except for ratios
and per centages)
Financial Data:
REVENUES ...ttt ettt s e e e e ettt ee e s nee e e s e e e easste e esssee e e anaeesaneeannnaeeenneeas 104.9 101.1 3.8
EBITDAM ... ss e s s s e 37.7 34.2 10.2
EBITDA MAIGIND ... ee e eee e see e s eeeeeeeeeee e 35.9% 33.8%
Quarter ANNUAIHZE EBITDA®P. ... sesseeseeseasesesseseseeeseeeseesessesseesennes 150.8 136.8 10.2
Capital EXPENAItUTES™............ooeoeeeeee e 42.2 74.2 (43.1)
Total Debt:
SENIOr BANK FACHITY.....eoieiieiiieiitet ettt ettt eneen 545.0 515.0
Multi-Borrower Credit FAGHIIES™ .............coomvvvueeceeeeeecseceeeecees e 415.0 410.4
GO LOBND ... 98.5 98.5
(@101 e (= o SRS 54.6 41.8
TOtA DEB ..o 1,1131 1,065.7 4.4
As of As of
March 31, December 31, Percentage
2004 2003 change
Residential Operating Data:
(Ol (0] 11 £ P SRSRPPRRR 604,032 581,345 3.9
ARPU (BUIO)® ...t 54.0 54.1 (0.2)
(02110151 OO 12.7% 13.7%
Infrastructure:
HOIMES PASSEA ...ttt ettt ettt ettt ettt en bt et e et e e eeeebeesreereesee e s 2,056,700 2,003,233 2.7
(0] EBITDA represents earnings before interest, taxes, depreciation and amortization, extraordinary and other non-cash items and minority

interests. EBITDA is not a GAAP measure in either Spain or in the United States and should not be considered in isolation or as a
subgtitute for, or as an aternative to, net income, operating income, cash flow from operations, other cash flow data or any other
performance measures prepared in accordance with Spanish GAAP or U.S. GAAP. For additiona information regarding the use of

EBITDA, see "Presentation of Financial and Other Data—Non-GAAP Financial Measures."

() EBITDA margin is calculated by dividing EBITDA for a particular period by the total revenues for that period.
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3 Quarter annualized EBITDA is EBITDA for the three months ended March 31, 2004 and December 31, 2003, respectively, multiplied by
four.

4 Capita expenditures refer to purchases of property and equipment. Capital expenditures for the year ended December 31, 2003 were €
198.6 million. Capital expenditures for the nine months ended September 30, 2003 were €124.4 million.

5) The Multi-Borrower Credit Facilities were used by the Issuer to lend the proceeds of the Existing Notes to Cableuropa and certain of its
subsidiaries. Cableuropa and the other Subsidiary Guarantors will use the proceeds of the Notes Proceeds Loans to repay the
Multi-Borrower Credit Facilities in an amount equal to the aggregate principal amount outstanding of Existing Notes repurchased or
redeemed. See "—The Refinancing Transactions' and "Use of Proceeds."

(6) The GCO Loan bears interest at a rate of 7.5% per annum and matures on March 1, 2011. GCO has confirmed that within one month
following completion of the Refinancing Transactions, Cableuropa will take all necessary actions and make all necessary submissions,
including submissions to the Mercantile Registry, to convert the GCO Loan as well as €300 million aggregate principal amount of
participative loans (participative loans are subordinated loans from GCO to Cableuropa that do not currently bear interest) into common
stock of Cableuropa.

@) Total debt is financial short-term debt and long-term debt. Total debt does not include participative loans or accrued interest. As of
December 31, 2003 and March 31, 2004, total debt included the € 98.5 million GCO Loan.

8 ARPU is the monthly ARPU for the quarter in each of the periods presented in the table. For a definition of ARPU see "Presentation of
Financial and Other Data—Certain Operational Definitions."

9 Churn is a measure of the number of customers who stop using our services. For a definition of churn see "Presentation of Financial and
Other Data—Certain Operational Definitions.”

Acquisition of Retecal by GCO

On February 10, 2004, GCO, our corporate parent, announced that it had acquired 61.0% of Retecal Sociedad Operadora de
Telecomunicaciones de Castillay Ledn, S.A. ("Retecal"). Hidrocantdbrico, S.A. holds 35.0% and other minority shareholders hold the remaining
interest in Retecal. Retecal has the cable telecommunications franchise for the region of Castillay Ledn (north-west of Madrid). On March 29,
2004 a general meeting of the shareholders of Retecal approved certain amendments to its Memorandum and Articles of Association, including
amendments regarding the composition of Retecal's board of directors. As aresult, GCO has effective control of the board of directors of Retecal.

As of December 31, 2003, Reteca had approximately 100,000 residential and business customers and its network passed approximately
500,000 homes. During the year ended December 31, 2003 Retecal generated total revenues of €51.1 million, total operating expenses of
€67.5 million and a net loss of €25.4 million. A summary of the results of operations and financial condition of Retecal, which has been derived
from its audited unconsolidated financial statements, is set forth below. A previously consolidated subsidiary of Retecal, a telecommunications
consulting business, was sold in connection with the acquisition of Retecal by GCO.

Year ended December 31,
2001 2002 2003

(euroin millions)

Summary Statement of Oper ations Data:

L= I == 0= TSP P PRSP RPSPRPPR 26.9 40.8 51.1
Expenses:
OPENALING EXPENSES ...ttt eutenteteenteteeseeeteaateateaaeeeseeaeeeaeesaeeabeameeaeeaseansesseenseabeans e et e an bt et e e eee et e seesmeenbesmbesernnan 32.8 40.5 46.9
COSES CAPITAITIZEA ...ttt et e r e e er et er e nnes (5.1) (2.8 (18
Depreciation and @MONti ZAETON............c.ee ettt se et e st et sbe st e be s aeebe b et e b e ennereen 11.3 16.8 24
Total operating expenses 39.0 54.5 67.5
@] o1= = ] g To  Fo =SOSR (12.1) (13.7) (16.4)
Interest and other finanNCial EXPENSE, NEL.........cooiiiie ettt ettt beensenbeene (5.6) (5.9 (5.7)
Extraordinary expense, net (0.1 (0.9) (3.2
[0Sy o1 o] = = O PSR S OSSR PROPTRTPIN (17.8) (20.5) (25.49)
[N Lo TSP PSSRSO (12.0) (20.5) (25.4)



Summary Balance Sheet Data:

4.3 0.7 6.2
215.2 233.0 231.8
282.9 287.0 290.4
108.0 117.6 146.1

COMMON SEOCK P ...ttt 101.6 135.2 161.7
SharehOIAEIS NEL EOUITY. ..ottt ettt ettt es et et ees bt et e e ee e et e s et et e sbesmbebenean 7.7 90.9 92.0
(0] Total debt indudes short and long term debt with credit entities.

2 Common stock of Retecal reflects equity contributed to Retecal.

Retecal is not currently a part of the ONO Group. However, we intend to integrate Retecal and its network into our business and
operations in stages. In the first stage, we intend to enter into shared service agreements with Retecal over the short term in order to capture
economies of scale and aggregate buying power. Thereafter, and subject to the terms of the Indentures and the Existing Indentures, we intend to
fully integrate Retecal and its network into our business and operations although this integration will not take place earlier than during the fourth
quarter of 2004. The timing of our proposed integration of Retecal into our business and operations, and whether such integration takes place at all,
is dependent on a number of factors, some of which are beyond our control. We are currently conducting an assessment of Retecal's network and
operations, including conducting limited upgrades to ensure that Retecal's network can support our digital television services. Those activities may
take a significant amount of time. See "Risk Factors—Risks Relating to our Business—The difficulties of integrating Retecal and its network into
our business and operations could impede our future growth and adversely affect the operation of our business." The integration of Retecal is aso
dependent upon our ability to successfully refinance our Senior Bank Facility to permit the integration of Retecal into the ONO Group on terms
that are acceptable to us. However, our ability to obtain financing, either through raising new capital or refinancing existing debt, depends on a
number of factors, including the liquidity of the capital markets, and we may not be able to raise new capitd or refinance our existing debt on
satisfactory terms, or at al. See "Risk Factors—Risks Relating to our Financia Profile—We may not generate sufficient cash flow to fulfill our
debt obligations, including payments related to the Multi-Borrower Credit Facilities and the Notes Proceeds Loans.” The integration of Retecal into
the ONO Group will initially increase the debt levels in the ONO Group. However, we will continue to focus on growing our EBITDA at a faster
rate than our use of additional debt, thereby seeking to reduce our total debt to EBITDA leverage ratio.

Conversion of the GCO Loan and Participative L oansinto Common Stock of Cableuropa

On February 13, 2003, Cableuropa entered into a loan agreement with GCO in an aggregate principal amount of €98.5 million (the
"GCO Loan"). The GCO Loan bears interest at a rate of 7.5% per annum and matures on March 1, 2011. GCO has confirmed that within one
month following completion of the Refinancing Transactions, Cableuropa will take all necessary actions and make all necessary submissions,
including submissions to the Mercantile Registry, to convert the GCO Loan as well as €300 million aggregate principal amount of participative
loans (subordinated loans from GCO to Cableuropa that do not currently bear interest) into common stock of Cableuropa. See "Description of the
Notes—Certain Covenants—Conversion of the GCO Loan and Participative Loans into Common Stock of Cableuropa.”

The Offering
The following summary contains basic information about the Notes. It does not contain all the information that isimportant to you. For

a more complete understanding of the Notes, please refer to the section of this document entitled "Description of the Notes," and particularly to
those sub-sections to which we havereferred you.

ISSUEK ..ev e ONO Finance Plc.
€180 million aggregate principal amount of 10.5% Senior Notes due 2014 (the "Fixed Rate Notes");
Notes Offered..........coovvverveniimiveieienennn and

€100 million aggregate principal amount of Floating Rate Senior Notes due 2014 (the "Floating Rate
Notes" and, together with the Fixed Rate Notes, the "Notes").
Maturity Date.........ccevvereenienecieeee e The Notes will mature on May 15, 2014.
Interest Rate........ccoceivenieeieneeieeeeee e For the Floating Rate Notes: Three-month EURIBOR plus 8.5% per year.
For the Fixed Rate Notes: 10.5% per year.
For the Floating Rate Notes: Each February 15, May 15, August 15 and November 15, beginning
Interest Payment Dates..........ccocceeeveenieenes August 15, 2004.
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Subsidiary Guarantors...........

Parent Guarantor...................

Subordination of the Subsidiary Guarantees

Prior to a Repayment Event

For the Fixed Rate Notes: Each May 15 and November 15, beginning November 15, 2004.

Interest will accrue from the issue date of the Notes.

The Notes will initially be guaranteed on a senior subordinated basis by Cableuropa, S.A.U., Regién
de Murcia Cable, S.A., Valenciade Cable, S.A., Mediterranea Norte Sistemas de Cable, S.A., and
Mediterrénea Sur Sistemas de Cable, S.A. (collectively, the "Subsidiary Guarantors').

A subsidiary of GCO to be established after the issue date as a holding company of Cableuropa that
will guarantee the Notes on a senior basis.

The later of the establishment of the Parent Guarantor, the grant by the Parent Guarantor of the
Parent Guarantee and repayment of the Existing Notes.

The Notes

The Notes will be the Issuer's general senior unsecured obligations and will be:

« senior inright of payment to any and all of the Issuer's future debt that is subordinated in right of

« senior inright of payment to the Existing Equity Value Certificates;

« equa inright of payment with all of the Issuer's existing and future unsecured debt that is not

otes, including the Existing Notes; and

« effectively subordinated in right of payment to all future secured debt of the Issuer to the extent of
t.

The Subsidiary Guarantors' Guarantees

Each Subsidiary Guarantor's guarantee will be a general unsecured obligation of such Subsidiary
Guarantor and will be;

« subordinated in right of payment to the payment in full in cash of all of such Subsidiary

bt, including its obligations under the Senior Bank Facility;

e equa inright of payment with any and all of such Subsidiary Guarantor's existing and future
and is not senior in right of payment of its subsidiary guarantee; and

« senior inright of payment to any and all of such Subsidiary Guarantor's existing and future debt
toits guarantee.

The Parent Guarantor's Guarantee

Upon a Repayment Event the Parent Guarantor will provide afull and unconditiona guarantee of the
Notes. The Parent Guarantor's guarantee will be the Parent Guarantor's general unsecured obligation
and will be:

* senior in right of payment to any and al of the Parent Guarantor's existing and future debt that is
uarantes;

e equa inright of payment with all of the Parent Guarantor's existing and future unsecured debt
ent to its guarantee;

« effectively subordinated in right of payment to all existing and future secured debt of the Parent
e assets securing such debt; and

 structurdly subordinated in right of payment to all existing and future debt of the Parent

As of December 31, 2003, on a pro forma basis, after giving effect to the Refinancing Transactions
as described under "—The Refinancing Transactions,” and "Use of Proceeds" and after excluding
intercompany bal ances and guarantees the Issuer would have had €431.1 million principal amount of
debt on an unconsolidated basis (induding the Notes).

As of December 31, 2003, on a pro forma basis after giving effect to the Refinancing Transactions
and the conversion of the GCO Loan into common stock of Cableuropa as described under "Use of
Proceeds,” "—The Refinancing Transactions" and "—Recent Devel opments—Conversion of the
GCO Loan and Participative Loans into Common Stock of Cableuropa,” the Subsidiary Guarantors
would have had consolidated outstanding debt of €1,005.7 million (including the Senior Bank
Facility).

Prior to a Repayment Event, a Subsidiary Guarantor may not make any payment on its subsidiary
guarantee, or repurchase, redeem or otherwise retire any Notes, if:

e any amount (incdluding principal, premium or interest) arising under or in respect of any senior
ace period (indluding at maturity); or

« any other default (however described) on senior debt occurs and the maturity of such senior debt
demand, in each case, in accordance with its terms unless, in either case, (i) the default has been

n has been rescinded in writing by the representative of such senior debt; or (ii) such senior debt has
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Subordination of the Subsidiary Guarantees

Upon a Repayment Event

ver, that such Subsidiary Guarantor may pay its subsidiary guarantee without regard to the foregoing
stee receive written notice approving such payment from the representative of such issue of senior

During the continuance of any default (other than a default described in the preceding sentence) with
respect to any designated senior debt pursuant to which the maturity thereof may be accel erated or
declared to be payable on demand, or on the expiration of any applicable grace period without
further notice (except any notice required to affect the accel eration), a Subsidiary Guarantor may not
pay its subsidiary guarantee for a period (a "Payment Blockage Period") commencing upon the
receipt by such Subsidiary Guarantor and the trustee of written notice of such default from the
representative of the holders of such designated senior debt specifying an election to effect a
Payment Blockage Period (a " Payment Blockage Notice") and ending 179 days thereafter (unless
such Payment Blockage Period is earlier terminated;

« by written notice to the trustee and such Subsidiary Guarantor from the representative that gave

« because the representative that gave such Payment Blockage Notice gives written notice to the
at such default is no longer continuing or subsisting; or

 because such designated senior debt has been repaid in full in cash).

See "Description of the Notes—Subordination of the Subsidiary Guarantees Prior to a Repayment
Event."

Each of the Indentures will prohibit the holders of the Notes and the trustee under the Indentures,
upon and after a Repayment Event, from taking any enforcement action against a Subsidiary
Guarantor without the prior consent of the applicabl e representative unless:

« certain insolvency or reorganization events have occurred in relation to such Subsidiary

« the holders of designated senior debt have taken any enforcement action in relation to such

« adefault has occurred under the Notes and (i) the holders of the Notes or the trustee has notified
dstill period of not less than 179 days has passed from the date the applicabl e representative was
d of the standstill period, the default is continuing and has not been waived by the holders of the

Each of the Indentures will a so provide that, upon and after a Repayment Event, a Subsidiary
Guarantor may not make any payment in respect of its subsidiary guarantee (except in certain
permitted junior securities or from the trust, if any, described under "Description of the Notes—
Legd Defeasance or Covenant Defeasance of Indentures”) if:
« apayment default on designated senior debt of such Subsidiary Guarantor has occurred and is
period; or
« any other default occurs and is continuing on any designated senior debt of such Subsidiary
ch designated senior debt to accel erate its maturity and the trustee receives a notice of such default (a
the holders of such designated senior debt.
Payments on any such subsidiary guarantee may and will be resumed:
* inthe case of a payment default, when such default is cured or waived; or
« inthe case of a non-payment default, upon the earlier of the date on which such non-payment
after the date on which the applicable Payment Blockage Notice is received, unless the maturity of
elerated.
Not more than one Payment Blockage Notice with respect to the same event of default, any other
events of default existing and known to the person giving such notice at the time of such natice, or
any other events of default arising directly as aresult of the occurrence which gave rise to the
first-mentioned event of default, in each case in respect of the same issue of designated senior debt,
may be given during any consecutive 360-day period unless such event of default or such other
events of default have been cured or waived for a period of not less than 90 consecutive days.
Each Subsidiary Guarantor will automatically and unconditionally be released from all obligations
under its subsidiary guarantee, and such subsidiary guarantee shall thereupon terminate and be
discharged and be of no further force or effect, concurrently with any sale by way of enforcement by
the senior lenders under the Senior Bank Facility of a security interest therein of (x) all of the
Capita Stock of such Subsidiary Guarantor or any parent company of such Subsidiary Guarantor or
(y) al or substantially all of the assets of such Subsidiary Guarantor, in each case so long as certain
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Optional Redemption...........ccccoceieiiniens

Optional Tax Redemption..........cccccecueeene

Repurchase at the Option of Holders Upon a

Change of Control ..........ccocevveeveriennenne.

Certain Covenants..........cccveeeeeeeeeeceeeeennnen.

Use of Proceeds.

conditions in the Indentures are satisfied. See "Description of the Notes—Subordination of the
Subsidiary Guarantees Upon a Repayment Event—Rel ease of the Subsidiary Guarantees.”

The Issuer may redeem dl or part of the Floating Rate Notes at any time on or after May 15, 2006 at
the redemption prices described in "Description of the Notes—Optional Redemption—F oating Rate
Notes," plus accrued and unpaid interest.

In addition, at any time prior to May 15, 2006, the Issuer may redeem up to 35% of the Floating Rate
Notes with the proceeds from certain public equity offerings at a redemption price equal to 100% of
their principal amount plus a premium equal to the interest rate per annum on the Floating Rate
Notes applicable on the date on which notice of redemption is given plus accrued and unpaid
interest, if any. However, the Issuer may only make such redemptions if at least 65% of the
aggregate principal amount of the Floating Rate Notes issued under the Floating Rate Note Indenture
remains outstanding immediately after the occurrence of such redemption. Prior to May 15, 2006, to
the extent that the Issuer redeems any Floating Rate Notes with the proceeds from certain public
equity offerings, it shal also redeem Fixed Rate Notes on a pro-rata basis based on the aggregate
principal amount of Floating Rate Notes and Fixed Rate Notes then outstanding.

The Issuer may redeem all or part of the Fixed Rate Notes at any time on or after May 15, 2009 at
the redemption prices described in the "Description of the Notes—Optional Redemption—Fixed
Rate Notes," plus accrued and unpaid interest.

In addition, at any time prior to May 15, 2007, the Issuer may redeem up to 35% of the Fixed Rate
Notes with the proceeds from certain public equity offerings at a redemption price equal to 110.5%
of their principal amount, plus accrued and unpaid interest, if any. However, the Issuer may only
make such redemptions if at |east 65% of the aggregate principal amount of the Fixed Rate Notes
issued under the Fixed Rate Note Indenture remains outstanding immediately after the occurrence of
such redemption. Prior to May 15, 2006, to the extent that the Issuer redeems any Fixed Rate Notes
with the proceeds from certain public equity offerings, it shall aso redeem Floating Rate Notes on a
pro-rata basis based on the aggregate principal amount of Fixed Rate Notes and Floating Rate Notes
then outstanding.

Furthermore, at any time prior to May 15, 2009, the Issuer may also redeem all or part of the Fixed
Rate Notes at a redemption price equal to 100% of the principal amount of the Fixed Rate Notes
redeemed plus a "make-whole" premium, plus accrued and unpaid interest, if any.

The Issuer may redeem all, but not less than all, of the Notes at a redemption price of 100% of the
principal amount, plus accrued and unpaid interest, if any, to the redemption date, if the Issuer, any
note guarantor, or any surviving entity would become obligated to pay certain additional amounts as
aresult of certain changes in specified tax laws or certain other circumstances. For more information
see "Description of the Notes—Optional Redemption—Optional Tax Redemption.”

If we experience an event treated as a "Change of Control" (as defined in "Description of the
Notes"), each holder of Notes will have the right to require the Issuer to repurchase all or any part
(egual to €1,000 or an integral multiple thereof) of such holder's Notes at a purchase price equa to
101% of their aggregate principal amount, plus accrued and unpaid interest, if any, to the date of the
purchase.

The Indentures governing the Notes will, among other things, limit our ability and the ability of our
restricted subsidiaries to:

« pay dividends or make other distributions;

« make certain investments or acquisitions;

* engage in transactions with affiliates and other related parties;

* merge or consolidate with other companies;

« make capital expenditures;

« sl or dispose of assets other than in the ordinary course of business;

* incur additional debt;

* create certain liens or enter into sale and lease back transactions; and

 enter into unrelated businesses.

These covenants contain important exceptions, limitations and qualifications. For more details, see
"Description of the Notes—Certain Covenants.”

The Issuer will use the gross proceeds of the offering of the Notes to make the Notes Proceeds Loans
to Cableuropa and the other Subsidiary Guarantors. Cableuropa and the other Subsidiary Guarantors
will each use the proceeds of the Notes Proceeds Loans to repay certain amounts under the
Multi-Borrower Credit Facilities in the manner specified in "Use of Proceeds” and "—The
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Refinancing Transactions."
We have not registered the Notes under the U.S. Securities Act. You may only offer or sell the Notes
in atransaction exempt from or not subject to the registration requirements of the U.S. Securities

Transfer Restrictions.........ccoevvevvvnviennns Act. See "Plan of Distribution” and "Notice to Investors."
We have not agreed to register the Notes under the U.S. federal or state securities laws or under the
No Registration Rights.........cccceeirinnnnne. securities laws of any other jurisdiction.
Trustee and Paying Agent..........cccoceveeeens The Bank of New York.
LiStNG . veeeee e Application has been made to list the Notes on the Luxembourg Stock Exchange.
GOVErNING LW ...eeeveeiieee e New York law.
Risk Factors

Investing in the Notes involves substantial risks. You should consider carefully all the information in this offering memorandum and, in
particular, you should evaluate the specific risk factors set forth in the "Risk Factors' section of this offering memorandum before investing in the
Notes.

SUMMARY HISTORICAL CONSOLIDATED AND PRO FORMA FINANCIAL INFORMATION
AND OPERATING DATA OF CABLEUROPA

The following summary historical consolidated financial information presented below under the caption summary income statement data
and under the caption summary balance sheet data has been derived from our audited consolidated financial statements as of December 31, 2002
and 2003 and for the years ended December 31, 2001, 2002 and 2003 which are included in this offering memorandum. The information in this
table is only a summary and does not provide all of the information contained in our audited consolidated financia statements. We have aso
included various other financia data, including certain pro forma financial data as well as certain operating data that we believe may be useful to
investors. You should read the following financial information and operating data together with the section entitled "Management's Discussion and
Analysis of Financiad Condition and Results of Operations of Cableuropa' and our audited consolidated financial statements and notes thereto
included in this offering memorandum.

Our audited consolidated financial statements have been prepared in accordance with Spanish GAAP, which differ in certain significant
respects from U.S. GAAP. You can find a description of the most significant differences between Spanish GAAP and U.S. GAAP relevant to us
and reconciliations of net income and shareholders equity in note 29 of the notes to our audited consolidated financial statements.

The pro forma and annualized information presented below are provided for illustrative purposes only, and do not purport to represent

what our results of operations or financia condition would have been had certain transactions actually occurred on the date presented, or to project
our results of operations or financial condition.
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Summary Historical Consolidated Financial I nformation

Eor the year ended December 31,
2001 2002 2003
(euroin millions)
Summary Income Statement Data:
Revenues:
Residential tel@PNONY ...ttt n 79.3 133.1 184.0
RESIAENtIEI INEEIMEL........ooiie e er e e 18.1 39.1 62.3
CADIE TEIBVISION ..ottt er e e 38.3 62.3 83.0
Business services 79 19.0 29.3
Total revenues 143.6 253.4 358.6
Expenses:
COSE OF SEIVICES. ...ttt vttt eeeiit ettt sttt eb e ee e bbb bbb ee e e eb e bt ae b et e et e st b b ee e et e 74.3 85.7 105.6
Selling, general and admini StratiVe EXPENSES. ... ...c.eiriiieree ettt ebe et et e see s 188.5 180.8 166.1
COSES CAPITAIIZEH ...ttt bttt n e (61.8) (28.9) (15.2)
Restructuring and other related EXPENSES.........ooii ittt sb e e e 9.1 — —
Broadcast rightS amMOIti ZaHON.........c.ereieiee ittt ettt e e e e seeenee e s 45 5.7 4.2
Depreciation and @MOrti ZAETON...........cuiieiii et eb e sr e see e n 80.8 98.3 102.5
TOtal OPEr ALING EXPENSES.....c.uieieiie ittt ettt e et st e st re et e tesaeetesbee b e besnbebeaneeenes 2954 341.6 363.2
Operating loss (151.8) (88.2) (4.6)
AMOrti Zati ON OF GOOTWIIL.......cveiiei ettt et et (13.8) (13.9) (13.9)
Interest and other financial EXPENSE, NEL.......coi i s (146.9) (96.8) (130.2)
Extraordinary iNCOME/ (EXPENSE), NEL ........eivierieieeeree et erie sttt ettt st e eteeseesneeneeaneen 3.3 (171.8) 298.2
L oss beforetax and MiNority iNTErESES .......c.voiiiierreee s e (315.7) (370.2) 150.0
INEL PIOFIT/(1OSS) vttt ettt eb e er et b bbb en e (216.9) (194.6) 97.0
Asof December 31,
2002 2003
(euroin millions)
Summary Balance Sheet Data:
L0 o TSRO TO TP S ST PYPT PO PTPOPPSRTPPT 13 13
RESITICLE CBINM ...t 39.1 —
TANGIDIQ @SSELS, NEL ...ttt ettt eh e eb e st eeh e se e et e s ae e e s aeea b saeeabe b en b e ebeenb e et e e eee e re e et e e e anean 1,202.4 1,295.1
TOLAl @SSELS. ... etttk etttk ettt h sttt E b8 R R R4S h s R R e R R R R e R bbbt e er e e 2,259.3 2,123.3
TOB GEDE ... 1,303.3 1,065.7
PatiCIPAtiVE 10BNS™ ..........oe oo ses e ee e e seeeee s eee e ee e 300.0 300.0
COIMIMION SEOCK ..ttt ettt er ettt r et st r e ee e e ee e st e s R e r e s e e R es e ne e R s e er e e st res e er e et r e er e e e nrenr e 484.7 484.7
SharEhOIAEIS EOUITY .....eeieee ettt ettt sttt bbbt es e bt et ebe et e se e et e s besmtenbesmeebene 216.2 313.2
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Other Financial Data

Asqf and for the year ended
December 31,
2001 2002 2003
(euroin millions, except
per centages)
Summary Other Data:
EBITDAM et ettt eee e eeee e (57.2) 15.8 102.1
EBITDA MAIGINT ...t ee et es e e e seesee e eeseeee e seseeee s ees e eseeees — 6.2% 28.5%
CapItal EXPENAIIUIES ...t ee e ee et ee e see e (359.7) (251.7) (198.6)
Net cash provided/(used) by operating aCtiVItiES..........ccooeiuiiiirieieec e (252.5) (176.8) 49.7
Net cash used iN INVESEING CHTIVITIES........coii ittt et st ere e (372.1) (256.6) (195.0)
Net cash provided by finanCiNg 8CIVITIES. .........coiiiiiie e 620.8 424.5 145.1

Pro Forma and Annualized I nformation

Asof and for the

year ended
December 31,
2003(euroin
millions, except
for ratios)
Pro Forma and Annualized I nfor mation:
PPOTOMMATOE GBI ..o e e e e s e e s ee s e e e s e e ee e s s s s e ee e s e s e s e ee e s s s s s ssee e s s s s s ee s s es s 1,005.7
PYO fONMATNTEIESE EXPENSED ...t ee et ee e eseeee e s e e seeeeee s ee e e seeee e s ee e eeseeeseeeees 80.4
Fourth quarter annUalized EBITDA® ... eee e eeee e ee e s ee e ee e eseeesees s e ses e 136.8
Ratio of proformatotal debt to fourth quarter annualized EBITDAL.........cui ittt see s 7.4x
Ratio of fourth quarter annualized EBITDA to pro forma interest EXPENSE........ccueiieieieineere ettt ere e see s 1.7x
Summary Operating Data
Asof December 31,

2001 2002 2003
Infrastructure:
Local access network (route KITOMELErS) ........ooiviiiiiiee e 5,135 6,279 6,992
Backbone network (route KITOMELErS) .........oioieiiieie et 5,712 6,263 6,362
HOIMES PASSEA ..ottt ettt bbbttt er e 1,399,514 1,760,744 2,003,233
Homes rel @aSed t0 MArKELING. ........eoveeie ittt ebe e s se e s 1,111,158 1,469,061 1,743,266

90 Of NOMES PASSEA....... ettt ettt ettt st b bt eenn e eseeees 79.4% 83.4% 87.0%
Customers:
RESIAENTIBL ...ttt bbbt bbbt e en e 333,997 480,296 581,345
BUSINESS ...ttt ettt bbb et bbbt et e bbb e er e 4,829 8,648 13,133
Residential RGUs:
TRIEPINONY .ttt 308,056 448,926 544,271
INEEITIEL ...ttt b bbbt bbb e bbb er e en e 86,119 141,622 199,066
CabI @ LEIEVISION ...ttt n ettt b e 232,199 296,956 339,378
TOLAI RGUS....ceceest ittt bbbttt bbbt ee ettt en e 626,374 887,504 1,082,715

TOtAl RGUS/CUSIOMET ...ttt ittt ettt sttt bbb st st eb et ens 1.88 1.85 1.86
ARPU (in euro):

284 30.8 314

26.2 30.2 32.7




(08 o[ [N (S L=V TS Lo o [OOSR P PSR 18.0 21.2 23.1

Total residential customers. 457 50.7 54.1
Business customers................ 278.0 205.0 229.0
Total Residential Penetration:
TEEDNONY ...t r et enenre 27.7% 30.6% 31.2%
L0101 0T PSSP PR URUPRP 7.7% 9.7% 11.4%
CabI@ TEIBVISION ... e 20.9% 20.2% 19.4%
Total residential PENELrAION..........coeiveiiie ettt ettt eeeeees 30.1% 32.7% 33.3%
L1 T o PRSP P PSPPSR 12.9% 12.1% 13.7%
(0] Restricted cash is U.S. government securities and European government securities that were purchased and pledged to secure interest

payments on the Existing Notes through March 2003.

2 Total debt is financia short-term debt and long-term debt. Total debt does not include participative loans. In 2003, total debt included
the €98.5 million GCO Loan. GCO has confirmed that Cableuropa will convert the GCO Loan into common stock of Cableuropa. See "—
Recent Developments—Conversion of the GCO Loan and Participative Loans into Common Stock of Cableuropa.” Total debt does not
include accrued interest expenses. See "Management's Discussion and Analysis of Financial Condition and Results of Operations of
Cableuropa—Liquidity and Capital Resources."

3 Participative loans are subordinated loans from GCO to Cableuropa. The participative loans do not currently bear interest. GCO has
confirmed that Cableuropa will convert the participative loans into common stock of Cableuropa. See "—Recent Developments—
Conversion of the GCO Loan and Participative Loans into Common Stock of Cableuropa.”

4 EBITDA represents earnings before interests, taxes, depreciation and amortization, extraordinary and other non-cash items and minority
interests. EBITDA is not a GAAP measure in either Spain or in the United States and should not be considered in isolation or as a
substitute for, or as an aternative to, net income, operating income, cash flow from operations, other cash flow data or any other
performance measures prepared in accordance with Spanish GAAP or U.S. GAAP. For additiona information regarding the use of
EBITDA, see "Presentation of Financial and Other Data—Non-GAAP Financial Measures."

A reconciliation between EBITDA and net profit/(loss) is set forth bel ow:
2001 2002 2003
(euroin millions)

Consolidated net Profit/(10SS) ......cvecereirieriiieieie e (216.9) (194.6) 97.0
Loss attributed to Minority iNtErestS.........covveereerieeierire e 7 (0.8) 0.0
Income tax creditS.......ooeeeeieeniccieeenn (97.1) (A74.7) 53.0
Net extraordinary (income)/expense 33 171.8 (298.2)
NEL FINANCIBL EXPEISE. ... ettt ettt ettt ettt ettt ettt eat ettt ee e et e e se e et e s ae et e sbesmbesbesnsebesnnebeans 146.9 96.8 130.2
AMOrtizati on Of GOOAWIIL.......co ittt ettt e et ereens 13.8 134 13.4
Depreciation and @mMOrtiZAETON.............oiiiieie ettt et e re e et see et b et e besnnebeans 80.8 98.3 102.5
Broadcast FightS aMOITi ZBEION .........c.eeiierieree ittt ettt se et e e e e re e st et e sbesmtesbesneenbessneneeans 45 5.7 4.2
OLNEr NON CASN ITEITIS. ...t evt ettt ettt ettt ettt s et es e et 9.1 0.0 0.0

Tota adjustments to reconcile net profit/(1oss) and EBITDA 159.7 2104 51

Tota EBITDA (57.2) 15.8 102.1

5) EBITDA margin is calculated by dividing EBITDA for a particular period by the total revenues for that period. EBITDA margin is

(6)
™)

omitted when negative.
Capital expenditures refers to purchases of property and equipment.

Pro forma total debt represents our total debt as at December 31, 2003 adjusted to reflect the Refinancing Transactions and the
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conversion of the GCO Loan into common stock of Cableuropa as if those transactions had occurred on December 31, 2003. For the
purpose of determining pro forma total debt we assume that the gross proceeds of this offering will be € 280 million and that
$116.9 million and €148.9 million aggregate principal amount outstanding of the Existing Notes were repurchased or redeemed in
connection with the Refinancing Transactions. Accordingly, pro forma total debt is comprised of €515 million under our Senior Bank
Facility, €280 million under the Notes Proceeds Loans, €169.0 million under Multi-Borrower Credit Facilities and €41.7 million of other
debt outstanding.

8 Pro forma interest expense represents interest expense for the year ended December 31, 2003 adjusted to reflect the Refinancing
Transactions and the conversion of the GCO Loan into common stock of Cableuropa as if these transactions had occurred on January 1,
2003. Pro formainterest expense is therefore calculated assuming the following pro forma debt bal ances were outstanding for the entire
year ended December 31, 2003.
Average ProForma
Interest ProForma Interest
Rate Debt Expense
(%) (euroin millions)
SENIOr BANK FAGITY® ... eee e s e s see e en e eree 5.82 515.0 25.5
Multi-Borrower Credit Facilities®” ............. 14.00 169.0 237
Notes Proceeds Loans®............cccoooeeveeennnn. 10.62 280 29.7
Other debt outstanding®® 3.59 4.7 15
@ The interest expense for the Senior Bank Facility and other debt outstanding is as actually incurred in 2003.
(b) Pro forma interest expense under the Multi-Borrower Credit Facilities assumes that (A) the Refinancing Transactions were

C)

completed on January 1, 2003 and that (i) al of the 2009 Notes were repurchased or redeemed and (ii) €103.3 million and
$24.8 million principal amount of outstanding 2011 Notes were tendered and purchased by the Issuer leaving €8.8 million and
$58.7 million principal amount, respectively, of the 2011 Notes outstanding and (B) the repayment of each of the
Multi-Borrower Credit Fadilities in an amount equal to the aggregate principal amount of the relevant Existing Notes
purchased or redeemed in connection with the Refinancing Transactions. See "Use of Proceeds.” The Multi-Borrower Credit
Facilities pursuant to which ONO Finance lent the proceeds of the 2011 Notes to Cableuropa and its subsidiaries bear interest
at 14% per annum.

(© Pro forma interest expense under the Notes Proceeds Loans assumes that the Notes offered hereby were issued on January 1,
2003 and that (i) the gross proceeds of €100 million from the issuance of Floating Rate Notes were lent to Cableuropa and the
other Subsidiary Guarantors pursuant to the Floating Rate Note Proceeds Loan bearing a rate of interest of EURIBOR plus
8.5% during the year and (ii) gross proceeds of € 180 million from the issuance of Fixed Rate Notes were lent to Cableuropa
and the other Subsidiary Guarantors pursuant to the Fixed Rate Note Proceeds Loan at an interest rate of 10.5% per annum.
The average 3-month EURIBOR for the year ended December 31, 2003 was 2.330125%.

Fourth quarter annualized EBITDA is EBITDA for the three months ended December 31, 2003, of €34.2 million, multiplied by four.

EBITDA for the year ended December 31, 2003 was €102.1 million. EBITDA for the nine months ended September 30, 2003 was
€67.9 million.
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RISK FACTORS

An investment in the Notes involves a high degree of risk. You should carefully consider the following risks, together with other
information provided to you in this offering memorandum, before deciding whether to invest in the Notes. If any of the following risks actually
occur, our business, financial condition or results of operations could suffer. There may also be other risks of which we are currently unaware or
that we do not currently believe are material that could harm our business, financial condition or results of operations. In any of such cases, the
value of the Notes could decline, and we may not be ableto pay all or part of the interest or principal on the Notes and you may lose all or part of
your investment.

This offering memorandum contains "forward-looking" statements that involve risks and uncertainties. Our actual results may differ
significantly from the results discussed in the forward-looking statements. Factors that might cause such differences are discussed be ow and
elsewherein this offering memorandum. See"Information Regarding Forward-Looking Statements.”

Risks Relating to our Financial Profile

We may not generate sufficient cash flow to fulfill our debt obligations, including payments related to the Multi-Borrower Credit
Facilities and the Notes Proceeds Loans. Our ability to make payments on our debt, incuding payments under the Senior Bank Facility, the
Multi-Borrower Credit Facilities, the Notes Proceeds Loans and the guarantees, or to refinance any such debt, will depend on our ability to
generate cash. Our ability to generate cash is dependent on many factors, including, among others:

. our future operating performance;

. the level of our capital expenditures;

. the demand and price levels for our products and services;

. general economic conditions and conditions affecting customer spending;
. competition;

. our ability to use our carry-forward tax losses; and

. other legal, tax, litigation and regulatory factors affecting our business.

We have experienced negative cash flow since we commenced operations in 1998, and we expect to sustain negative cash flow at least
until the end of 2005. We cannat assure you that our business will generate sufficient cash to fulfill our debt obligations or that future financing
will be available to us on commercially reasonable terms or at all. To the extent our results of operation are |ess than anticipated or we are forced
to make significant revisions to our current business plan, we may need to raise additional capital or refinance all or a portion of our debt on or
before maturity in order to fund operations and to meet our debt service obligations, incuding payments under the Senior Bank Facility, the
Multi-Borrower Credit Facilities, the Notes Proceeds Loans and the guarantees. However, our ability to raise capital or refinance our debt depends
on a number of factors, including the liquidity of the capital markets, and we may not be able to do so on satisfactory terms, or at al. In the event
that we cannot raise additional capital or refinance our debt, we may be unable to meet our payment obligations under the Senior Bank Facility, the
Multi-Borrower Credit Facilities, the Notes Proceeds Loans and the guarantees.  Our substantial debt service requirements could have a material
adverse effect on our business, financial condition and results of operations. We are a leveraged company with significant debt service
reguirements. As of December 31, 2003, on a pro forma basis, assuming completion of the Refinancing Transactions and the conversion of the
GCO Loan into common stock of Cableuropa, as described under "Use of Proceeds,” "Offering Memorandum Summary—The Refinancing
Transactions" and "Offering Memorandum Summary—Recent Devel opments—Conversion of the GCO Loan and Participative Loans into Common
Stock of Cableuropa,”" our indebtedness would have been € 1,005.7 million, which incudes €515 million of drawings under our €750 million
Senior Bank Facility.

All of our outstanding debt matures prior to the maturity of the Notes. Of such debt, €523.2 million is both secured and senior to the
Notes Proceeds Loans.

In addition, a substantial portion of our debt, including under our Senior Bank Facility and the Floating Rate Notes Proceeds Loan, bears
interest a variable rates. If market interest rates increase, our variable rate debt will create higher debt service requirements, which would
adversely affect our cash flow. While we may enter into hedging or other agreements designed to limit our exposure to higher debt service
reguirements as a result of our variable-rate debt, there is no guarantee that such agreements will offer compl ete protection against such risk.
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To fund net losses and findize the build-out of our network we expect to incur additional indebtedness principally from drawdowns
under the Senior Bank Facility. Our financial leverage could have important consequences, including:

. making it more difficult for us to satisfy our financial obligations, incuding those under the Senior Bank Facility, the
Multi-Borrower Credit Facilities, the Notes Proceeds Loans and the guarantees;

. increasing the cost of, or impeding our ability to obtain, additiona debt or equity financing to fund our capital expenditures and
the substantial net losses we expect to incur in connection with our operations and completion of the build-out of our network;

. impeding our ability to compete with other providers of telephony, Internet and pay television services that are less leveraged
than we arg;
. restricting our ability to bid for, or be awarded, licences or new franchises, make strategic acquisitions, exploit business

opportunities or react to significant changes in our business or in general economic conditions; and

. adversely affecting public perception of us and our brand.  Subject to certain restrictions, we may be able to incur substantially more
debt. Subject to the restrictions in our Senior Bank Facility, the Existing Indentures, the Indentures and other outstanding debt, which are
subject to a number of significant qualifications and exceptions, we may be able to incur substantia additional debt in the future, which
could also be secured. For example, the Indentures and the Existing Indentures allow us to grant liens on our property or assets to secure
any debt ranking senior to the guarantees and certain other debt that, in each case, may be incurred under the "Limitation on Debt"
covenant in the Indentures described in "Description of the Notes—Certain Covenants—Limitation on Debt" and the corresponding
covenant in the Existing Indentures. To the extent new debt is added to our currently anticipated debt levels, the risks described in "—
Risks Relating to our Business—Our substantia debt service requirements could have a material adverse effect on our business,
financial condition and results of operations' could become more significant. ~ We have incurred substantial net losses to date and we
may not be profitable in the future. The construction and operation of our network and the development of our business has required a
significant investment. Excluding the extraordinary effect of our repurchase in 2003 of certain Existing Notes, we have incurred
substantial net losses since our inception as our depreciation and amortization and our financial expenses have been significantly higher
than our EBITDA. On a consolidated basis, and excluding the effect in 2003 of our repurchase of certain Existing Notes, we incurred net
losses of € 106.8 million in 2003, €194.6 million in 2002 and € 216.9 million in 2001 and we expect to continue to incur net losses until
at least 2006. However, we cannot be certain that we will achieve or sustain profitability in the future. As a result, we may not have
sufficient funds to make payments on our substantial debt obligations, to meet the covenants under our Senior Bank Facility or to fund
our operations.  We prepare our financial statements in accordance with Spanish GAAP, which differs from U.S. GAAP. International
Financial Reporting Standards or other accounting legislation may be applicable to us in the future, which could significantly affect our
net equity. According to Spanish law and regul ations, we carry our accounting records and prepare our financial statements in accordance
with Spanish GAAP which differs from U.S. GAAP. The European Union intends to converge its Member States' accounting policies and
adopt International Financial Reporting Standards ("IFRS"). Although we are not currently affected by any rule that requires us to change
our accounting standards, we may be affected by these rules in the future. To the extent that we are required to adopt IFRS, or we choose
to do so in the future, we would be required to change certain of our accounting policies. Such changes could significantly affect our net
equity position and the presentation of our results of operations.

Risks Relating to our Business
We may not generate sufficient cash flow tofund our operationsor capital expenditures.

The operation, expansion and upgrade of our network, as well as the costs of sales and marketing of our products and services require
substantial financing. We also have major capital resource requirements relating to, among other things, the following:

. the continued build-out of our network within our franchise areas;

devel opment and deployment of new products and services,

. implementation of new technologies; and

. maintaining the quality of our network.

Our ability to fund our ongoing operations will depend on our ability to access financing and generate cash. Our ability to generate cash
is dependent on many factors. For a discussion of these factors see "—Risks Relating to our Financia Profile—We may not generate sufficient

cash flow to fulfill our debt obligations, induding payments related to the Multi Borrower Credit Facilities and the Notes Proceeds Loans.”
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In addition, our liquidity and capita resource requirements may increase if we expand into additional franchise areas or if we make any
future acquisitions. We may not generate sufficient cash flow or have access to sufficient funding to meet these requirements. If we fail to meet
these requirements, our operations could be significantly affected and future growth could be significantly curtailed.  We are dependent on others
to provide premium programming for our cable television service, incuding one of our main competitors. Our ability to compete in the
multi-channel pay television market is, in part, dependent on our ability to obtain attractive programming at a reasonable price. However, a
relatively small number of companies, including Sogecable, our main competitor in the pay television market, produce and control access to
premium programming. Sogecable is also one of our suppliers of content. If we are unable to purchase premium content at commercially reasonable
prices or at all, our ability to retain and grow our customer base could be adversely affected.

Sogecable, through its satellite TV platform branded as Digital +, controls a very significant portion of the Spanish pay television market.
This significant market power may provide Sogecable with competitive advantages over our pay television operations, such as the ability to extend
its range of preferential or exclusive agreements with providers of premium content, exert increased pricing power with respect to suppliers and
the ability to eventualy benefit from cross marketing with Telefonica (a significant shareholder in Sogecable). As such, Sogecable may prevent us
from accessing certain programming or force us to pay substantial amounts to access programming for our subscribers. For additional information
regarding our access to content, see "Business—Our Products and Services—Residential Services—Cable Television." The difficulties of
integrating Reteca and its network into our business and operations could impede our future growth and adversely affect the operation of our
business. GCO, our corporate parent, has recently completed the acquisition of Retecal, which holds the cabl e tel ecommunications franchise for the
region of Cadtilla'y Ledn. Retecal is not currently part of the ONO Group. However, we intend to integrate Retecal and its network into our
business and operations in stages. In the first stage, we intend to enter into shared service agreements with Retecal over the short term in order to
capture economies of scale and aggregate buying power. Thereafter, and subject to the terms of the Indentures and the Existing Indentures, we
intend to fully integrate Retecal and its network into our business and operations although this integration will take place no earlier than during the
fourth quarter of 2004. These activities may divert the attention of our senior management which could have a negative impact on the operation of
our business.

The integration of Retecal, as well as the integration of any potentia future acquisitions may expose us to certain risks, including the
following:

. difficulty in integrating the acquired business in a cost-effective manner, induding network infrastructure, management
information and financial control systems, personnel, marketing, customer service and product offerings;

. unforeseen legal, regulatory, contractual, labor or other issues arising from the acquisitions;

. significant unexpected liabilities or contingencies arising from the acquisition, for which we are not fully indemnified;
. inability to retain customers foll owing the acquisition;

. potential disruptions to our ongoing business caused by senior management's focus on the acquired companies;

. inability to maintain uniform quality standards, controls, procedures and palicies; and

. the impairment of relationships with employees as a result of changes in management and ownership.

To the extent that we integrate Retecal or undertake any future acquisitions, we cannot assure you that we will be successful in managing
the foregoing or any other risks. Our failure to overcome these and other risks could have a materia adverse effect on our business, financia
condition and results of operations.

In addition to the foregoing, the integration of Retecal into the ONO Group will initially increase the debt levels in the ONO Group.
Our business depends on equipment and service suppliers, who may fail to provide necessary equipment and services on a timely basis,
discontinue their products or seek to charge us prices that are not competitive; any of such events could adversely affect our business or
profitability. We depend upon a small number of major suppliers, including Alcatel and Motorola for essential products and services relating to our
network infrastructure. These suppliers may, among other things, extend delivery times, supply unreliable equipment, raise prices and limit or
discontinue supply due to their own shortages or business requirements.

In most cases, we have made substantial investments in the equipment or software of a particular supplier, making it difficult for us to

rapidly change such relationships if a current supplier is unable or unwilling to offer us reasonable prices or ceases to produce equipment or
provide the services we require.
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If these suppliers are unable or unwilling to deliver products and services on a timely basis and at reasonable prices or their products are
found to be faulty, our ability to provide products and services to our customers a competitive prices or at al might be adversely affected, which
could negatively impact our growth, financial condition and results of operations.

Unanticipated network interruptions may adversely affect our ability to deliver our products and services. Our business is dependent on the
continued and uninterrupted performance of our network. We manage and monitor our network on a 24 hours a day, 365 days a year basis.
However, system, network, hardware and software failures, have occurred and could occur in the future and affect the quality of, or cause an
unexpected interruption in, our service. These failures could result in costly repairs and affect customer satisfaction thereby reducing our customer
base and revenues, and damaging our brand image.

Moreover, if any part of our network is affected by flood, fire or other natural disaster, terrorism, power loss or other catastrophe, our
operations and customer relations could be materially adversely affected. Our disaster recovery, security and service continuity protection measures
include back-up power systems, resilient ring network systems, and network monitoring. However, we cannot assure you that these precautions
will be sufficient to prevent loss of data or prolonged network downtime.

In addition, our business is dependent on certain sophisticated critical systems, including our switches, billing and customer service
systems. The hardware supporting those systems is housed in a relatively small number of locations and if damage were to occur to any such
locations or if those systems develop other problems, there could be a material adverse effect on our business.  Our business depends on the
continuous maintenance and improvement of our network, systems and operations. We must continuously maintain and improve our networks in a
timely and cost-effective manner in order to maintain and expand our customer base, enhance our operating and financial performance and satisfy
regulatory requirements. The maintenance and improvement of our existing networks as well as our continued build-out depends on our ability to:

. enhance the functionality of our network in order to offer increasingly customized services to our customers,
. fill in coverage gaps and increase coverage in our franchises;

. upgrade our existing network and systems with new technol ogy;

. expand the capacity of our networks to cope with increased bandwidth usage;

. expand and maintain customer service, network management and administrative systems;

. modify network infrastructure for new products and services; and

. finance maintenance and upgrades.

If we fail to maintain and improve our network, our services may be less attractive to existing and potential customers and we may lose
customers to competitors who are able to provide higher quality services than us. This could impact our financial condition and make it more
difficult for us to fund our operations and meet our substantial debt obligations.

We require information technology enhancements in order to continue providing a high quality customer service. We are currently
integrating a new billing and customer relations management system that requires both capital expenditure and a complex migration and
integration process. Our inability to effectively implement the new billing system could have a significant adverse effect on the quality of our
customer service, our brand image among residential and business customers and the size of our subscriber base. This could impact our financial
conditions and make it more difficult for us to fund our operations and meet our substantial debt obligations. Loss of key employees could
weaken our business. Our operations are managed by a number of key executives and employees. The loss of key employees could significantly
impede our financial plans, product devel opment, network completion, marketing and other plans. In addition, competition for qualified executives
in the telecommunications industry is intense. Our growth and our success in implementing our business plans will largely depend on our
continued ability to attract and retain highly skilled employees. We cannot assure you that we will be successful in hiring and retaining qualified
personnel. If any of our senior executives or other key personnel cease their employment with us, our future operations could be harmed.

The Spanish residential and business tel ephony, Internet and pay tel evision markets are highly competitive and may become more competitivein
the future, which could result in lower prices, the loss of current and potential subscribers, and reduced revenues and profitability. We face
significant competition from established and new competitors who provide telephony, Internet, television and business services in Spain. In some
instances, we compete against companies with fewer regulatory burdens, larger financia resources, more comprehensive products and services,
greater personnel resources, wider geographical coverage, greater brand name recognition and more established relationships with regulatory
authorities and customers.
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Residential Telephony. In the telephony market, our principal competitor is Telefénica and its various subsidiaries. Telefonica is the former
monopoly provider of most telecommunications services in Spain. Telefénica has, among other competitive advantages, significantly greater
financial resources, brand recognition and market presence than we do. In addition, we also compete with mobile telephone operators such as
Telefonica Moviles (a subsidiary of Telefénica), Vodafone and Amena (amember of the Auna Group) that may threaten the competitive position
of our networks, particularly if charges for calls on mobile networks continue to decrease. Spain has yet to see a significant increase in Internet
based telephony traffic in the residential market. We do however anticipate that this will represent a competitive threat in the future.

Residential Internet. Telefénica is our principal competitor with respect to broadband Internet services. In addition to Telefonica, there are
various providers of DSL broadband Internet services that offer broadband services using Telefénica's network on a bundled and unbundled basis,
such as Wanadoo, Tiscali and Ya.com.

Television. Our cable television services compete against Spain's free-to-air nationwide, regional and local channels. In addition, in the pay
televison market, we compete against Sogecabl€e's pay television channel, Canal+ and Sogecable's satellite platform, Digital +. Digital + has
greater resources and market presence than we do, and has exclusive access to certain premium television content. As well as being our principal
competitor in the pay television market, Sogecable is one of our programming providers and provides us with access to certain premium content
programming. In addition to established competitors such as Sogecable, we may experience increased competition from other current or future
competitors or from new technologies. For example, Telefénica has recently launched "Imagenio,” a new commercial pay television service using
digital subscriber line ("DSL") technology, and digital terrestrial television operators are expected to play arole in the marketpl ace.

In addition, Spanish regulations regarding the provision of cable television services have recently been liberalized to allow new
authorizations to provide cable television services in our franchise areas although no such authorizations will be granted before December 31,
2009. For amore detailed description, see "Regul ation—Regulation of Cable Television Services."

Business Services. Telefonica and its affiliates are our principal competitors in providing business telecommunications services, followed by
Auna, BT-Ignite, COLT Telecom Espafia, Uni2 and Comunitel, among others. We also compete with other operators including wireless local 1oop
operators.

Competition from the companies described above, as well as from new entrants and new technologies, including but not limited to
Internet-based tel ephony, could create downward pressure on prices across all four of our business segments, resulting in a decrease in our ARPU,
a loss of subscribers and a decrease in profitability. In addition, technological developments are increasing cross-competition in certain markets,
such as that between mobile and fixed-line telephony. As a result of the foregoing, our success in the market is affected by the actions of our
competitors. In particular, our business may be affected if our competitors:

. offer lower prices, more attractive bundled services or higher quality services, features or content;
. more rapidly develop and deploy new or improved products and services; or
. more rapidly expand and enhance their networks.

To compete effectively, we need to successfully market our services, anticipate and respond to various competitive factors affecting all of
our markets, such as the introduction of new products and services by our competitors, pricing strategies adopted by our competitors, changes in
consumer preferences and general economic and social conditions. If we are unable to compete effectively with our competitors or to effectively
anticipate or respond to consumer sentiment, we could lose existing and potential customers, which could result in reduced operating margins and
results of operations that fall substantially short of our current expectations.

The telecommunications industry is subject to rapid technological changes and such changes could have a materia adverse effect on our ability
to provide competitive services. The telecommunications industry is characterized by rapid technological changes and the introduction of new
products and services, including developments in technologies such as Internet-based telephony. Our future success depends on our ability to
anticipate and adapt in a timely manner to such changes. We expect that new products and technol ogies will emerge and that existing products and
technologies will further develop potentially reducing the prices for our services and rendering obsol ete the products and services we offer and the
technologies we use. This may require us to invest in new technologies in order to compete effectively with our competitors. However, thereis no
guarantee that we will be able to fund the capital expenditures for such technological developments through operating cash flow. If our cash flow
from operations were insufficient, we would have to seek additional financing to fund the capital expenditures. Given our current substantial debt
and the regtrictions on our ability to raise additional capital, we may not be able to obtain the funding or other resources to adopt and deploy such
new technology in a timely manner.

There is no guarantee that we will successfully anticipate the demands of the marketplace with regard to new technologies. This failure
could affect our ahility to attract and retain customers and generate revenue growth, which in turn could have a material adverse effect on our
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financial condition and results of operations. Conversely, we may overestimate the demands of the marketplace with regard to certain new
technologies. If any new technology that we introduce fails to achieve market acceptance, our revenue growth, margins and cash flows may be
adversely affected and as a result we may not recover any investment made to deploy such new technology.  We operate in a highly regul ated
market that could require us to make additional expenditures or limit our revenues. We operate in highly regulated markets subject to the
supervision of various regulatory bodies, including local and national authorities and the European Union. Changes in these regulations may
increase our administrative and operational expenses or limit our revenues. We are subject to, among other things:

. rules governing the interconnection between the different networks and the interconnection rates, among others, for fixed and
mobile that we can charge and that we pay;

. reguirements that, under specified circumstances, a cable system carry certain broadcast television channels ("must-carry”
reguirements);

. rules for license renewa's and transfers;

. regulations relating to subscriber privacy;,

. taxes imposed on our public rights of way and revenues,

. other requirements covering a variety of operational areas such as land use and environmenta protection, technical standards

and subscriber service requirements;
. significant market power regulations; and
. regulation on cable television.

Changes in applicable law, regulations or governing policy, or in the interpretation or application of existing laws or regulations, could
adversely affect our business, financia position and ability to introduce new products and services. Our business could be materially adversely
affected by any changes in relevant laws or regulations or their interpretation regarding, for example, licensing requirements, access and price
regulation, interconnection arrangements or the imposition of universal service obligations, or any change in policy allowing more favorable
conditions for our competitors. Our ability to introduce new products and services may also be affected if we cannot predict how existing or future
laws, regulations or policies would apply to such products or services.

Many of our suppliers, particularly content providers and suppliers of equipment and services, are subject to extensive regulation, which
could impact adversely on their ability to satisfy their obligations to us, and thereby indirectly expose us to additional regulatory risk.

We are also involved in legal proceedings that are contesting our award of the Huelva and Andalucia franchise areas as well as
challenging the enlargement of our franchise area of Mallorca. If we lose any of these legal proceedings or any of the contested franchise areas, we
would be in default under the terms of the Senior Bank Facility, the Existing Indentures and the Indentures. Any such default could result in a
material adverse effect on our business and results of operations. For additional information, see "Business—Legal Proceedings."

Risks Relating to the Notes

The subsidiary guarantees are subordinated to all of our existing and future senior debt and upon the occurrence of a Repayment Event
will be subject to limitations on the ability of Note holders to enforce their rights under the subsidiary guarantees. The Notes will be unsecured
senior obligations of ONO Finance and will be guaranteed, jointly and severally, on a senior subordinated basis by the guarantors. As of
December 31, 2003, the Existing Notes and the existing guarantees were subordinated to €556.7 million in senior debt and ranked equally with the
€98.5 million GCO Loan. As of December 31, 2003, on a pro forma basis, assuming completion of the Refinancing Transactions and the
conversion of the GCO Loan into common stock of Cableuropa, the Notes Proceeds Loans and the guarantees would have been subordinated to
€556.7 million in senior debt and ranked equally with €169.0 million of senior subordinated debt. All of our debt matures prior to the maturity of
the Notes. Our lenders could aso require us to apply all available cash to repay the borrowings or prevent us from making debt service payments
on the Notes Proceeds Loans, either of which would be an event of default under the Notes. Under any of these circumstances we cannot assure you
that our assets would be sufficient to repay such debt in full.

Payment of all obligations under the Notes Proceeds Loans and the subsidiary guarantees will be subordinated in right of payment to the

payment, when due, of all existing and future senior debt of the subsidiary guarantors. The Notes Proceeds Loans and the subsidiary guarantees
will also be effectively subordinated to any secured debt of the subsidiary guarantors, to the extent of the value of the assets securing such debt.
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Prior to a Repayment Event:

. If we are declared bankrupt or insolvent the subsidiary guarantors are required to pay the holders of their senior debt in full
before they can make any payment on the guarantees or pay ONO Finance any amounts under the Notes Proceeds Loans; and

. All payments on the subsidiary guarantee of a subsidiary guarantor will be permanently blocked following a payment default
under any senior debt, and will be blocked for 179 days following certain non-payment defaults with respect to Designated
Senior Debt.

Upon and after a Repayment Event:

. The subsidiary guarantees will not be due and payable unless: (i) an event of default arising out of the failure to pay any

amount under the Notes occurs and is continuing and (ii) either (A) 179 days has elapsed since the date of the default or (B), if
earlier, (1) certain insolvency or reorganization events have occurred in relation to the relevant subsidiary guarantor (under the
new Spanish insolvency law, this provision may not be enforceable), and (2) the lenders under any Designated Senior Debt
have taken certain steps to enforce their rights under the designated senior debt.

. All payments on the subsidiary guarantee of a subsidiary guarantor will be permanently blocked following a payment default
under any Designated Senior Debt, and will be blocked for 179 days following certain non-payment defaults with respect to
designated senior debt.

. The subsidiary guarantees will be automatically and unconditionally released in the event that all of the capital stock of the
relevant subsidiary guarantor is sold pursuant to an enforcement by the senior lenders under the Senior Bank Facility.

The Trustee may accede to any future intercreditor agreements (without the consent of the holders) to give effect to these subordination
provisions.

As a reault of the foregoing, in the event of a bankruptcy, reorganization, insolvency or other proceedings relating to a subsidiary
guarantor, holders of senior debt and other creditors (including trade creditors) of such guarantor may recover more ratably than the holders of the
Notes.  Our Senior Bank Facility contains financial covenants which we could fail to meet. The Senior Bank Facility as amended or refinanced
reguires us to satisfy specified financial tests and maintain specified financia ratios and covenants regarding maximum total group senior debt to
consolidated annualized EBITDA, maximum group total indebtedness to consolidated annualized EBITDA, minimum EBITDA to senior interest
expense, minimum EBITDA to total interest expense and maximum total capital expenditure. See "Description of Other Indebtedness—The Senior
Bank Facility."

Our ahility to comply with these ratios and to meet these tests may be affected by events beyond our control and we cannot assure you
that we will continue to meet these tests. Our failure to comply with these obligations could lead to adefault under the Senior Bank Facility unless
we can obtain waivers or consents in respect of any breaches of these obligations under the Senior Bank Facility. We cannot assure you that these
waivers or consents will be granted. In the event of any default under the Senior Bank Facility, the lenders under that facility will not be required
to lend any additional amounts to us and could elect to declare all outstanding borrowings, together with accrued interest, fees and other amounts
due thereunder, to be immediately due and payable. In the event of a default, the relevant lenders could also require us to apply all available cash
to repay the borrowings or prevent us from making debt service payments on the Notes Proceeds Loans, either of which would be an event of
default under the Notes. If the debt under the Senior Bank Facility or the Notes Proceeds Loans were to be accel erated, we cannot assure you that
our assets would be sufficient to repay such debt in full.  Restrictions imposed by our debt obligations, including the Indentures, limit our ability
to take certain actions. The terms of the Senior Bank Facility, the Existing Indentures and the Indentures contain a number of restrictive covenants
and other provisions that limit our ability to operate our business. For example, these terms limit our ability to, among others things:

. pay dividends or make other distributions;

. make certain investments or acquisitions;

. engage in transactions with affiliates and other related parties;

. merge or consolidate with other companies;

. make capital expenditures;

. sell or dispose of assets other than in the ordinary course of business;
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. incur additional debt; and
. create certain liens.

These covenants could adversely affect our ability to engage in other business activities that may be in our best interests. In addition to
limiting our ability to operate our business, a failure to comply with these obligations could lead to a default under the terms of the relevant debt
agreements which would prevent us from borrowing any additional amounts thereunder or the lender declaring all outstanding principa and
interest becoming immediately due and payable. This would lead to a default under our other debt agreements and as a result much of our other
debt could be accelerated. If this were to occur we can make no assurance that we would have sufficient funds to repay our debt.

Enforcing your rightsunder the Notes or the guarantees acr oss multiple jurisdictions may prove difficult.

The Notes will be issued by ONO Finance, which is incorporated under the laws of England and Wales and the Notes will be guaranteed
by the guarantors, each of which isincorporated under the laws of the Kingdom of Spain. In addition, the Notes and the Indentures are governed by
the laws of the State of New Y ork.

In the event of a bankruptcy, insolvency or similar event, proceedings could be initiated in England, Spain or the United States. Such
multi-jurisdictional proceedings are likely to be complex and costly for creditors and otherwise may result in greater uncertainty and delay
regarding the enforcement of your rights. Your rights under the Notes and the guarantees will be subject to the insolvency and administrative laws
of severd jurisdictions and there can be no assurance that you will be able to effectively enforce your rights in such complex multiple bankruptcy,
insolvency or similar proceedings.

In addition, the bankruptcy, insolvency, administrative and other laws of England, Spain and the United States may be materially
different from, or be in conflict with, each other and those with which you may be familiar, including in the areas of rights of creditors, priority of
governmental and other creditors, ability to obtain post-petition interest and duration of the proceeding. The application of these laws, or any
conflict among them, could call into question whether any particular jurisdiction's laws should apply, adversely affect your ability to enforce your
rights under the Notes and the guarantees in the relevant jurisdictions or limit any amounts that you may receive.

Furthermore, although we believe that the guarantees are enforceable, there can be no assurance that a third-party creditor would not
challenge these guarantees of the Notes and prevail in court.

Local insolvency laws may not be as favorable to you as those of another jurisdiction with which you may be familiar.

Since ONO Finance is incorporated, has its registered office and conducts the administration of its business in England and Wales, any
insolvency proceedings against ONO Finance are likely to be commenced in England and based on English insolvency laws (although Spanish
insolvency law cannot be discarded). As we and our subsidiaries are organized under the laws of the Kingdom of Spain, any insolvency
proceedings against such companies are likely to be based on Spanish insolvency laws. New York law governs the Notes and the guarantees. The
Notes Proceeds Loans are governed by the laws of England and Wales. In insolvency proceedings in the applicable jurisdiction, however, it is
unclear which law would be applied to the Notes, the guarantees and the Notes Proceeds Loans, or what the outcome of such dlaims would be. The
following is a brief description of certain aspects of insolvency laws in England, Spain and the United States.

English law. If we are unable to satisfy our obligations to ONO Finance under the Notes Proceeds Loans and ONO Finance is therefore unable to
pay principal and interest on the Notes and to pay its other expenses, ONO Finance may be placed into liquidation or administration because it is
held to be unable to pay its debts under the Insolvency Act 1986. Under English insolvency law, ONO Finance's liabilities in respect of the Notes
in aliquidation will be payable after certain categories of debts that are entitled to priority under English law, such as, for example, the costs of the
liquidation or administration. If ONO Finance enters liquidation or administration after the issuance of the Notes, you could lose your entire
investment in the Notes.

Under English insolvency law, the liquidator or administrator of a company may, among other things, apply to the court to unwind a
transaction entered into by a company, if the company was insolvent, as defined in the Insolvency Act 1986, at the time of, or as a result of, the
transaction and entered into formal insolvency proceedings up to two years after the transaction. A transaction might be challenged in thisway if it
involved a gift by the company or the company received payment of significantly less than fair market value. A court generally will not intervene,
however, if the company entered into the transaction in good faith for the purposes of carrying on its business and if, at the time it did so, there
were reasonabl e grounds for believing the transaction would benefit the company.

Directors of an English company owe fiduciary duties to the company, which, when the company is insolvent or of doubtful solvency,
means that they must give primary consideration to the interests of the company's creditors. Under English insolvency law a liquidator may bring
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proceedings againgt directors who knew or ought to have known that there was no reasonable prospect of the company avoiding insolvent
liquidation if the directors failed to take every step to minimize potential loss to creditors. Insolvent liquidation for this purpose means a
liquidation where the company's assets are less than its liabilities, including contingent and prospective ligbilities and the expenses of winding up.
The court has the power in such circumstances to require a director to make such contributions to the company's assets as the court thinks proper.
When compared to U.S. law, the effect of this more stringent regime on directors and the paossible imposition of personal liability on directors may
affect a board of directors' decision to operate a company if it isin aposition of potential insolvency.

Spanish law. Under current Spanish law, there are two types of insolvency proceedings. bankruptcy proceedings (quiebra) and suspension of
payments (suspension de pagos) proceedings. Bankruptcy proceedings involve the judicial liquidation of the assets of the bankrupt company and
the orderly distribution of the proceeds to creditors. The bankruptcy judge may establish a date prior to the commencement of the proceeding, after
which all acts and transactions by the debtor are automatically deemed null and void. Under the more common suspension of payments
proceedings, the debtor and its creditors seek to agree upon a repayment schedule and reorganize the company. In both types of proceedings,
holders of mortgages and secured pledges are excluded or separated from the estate and can foreclose on those assets independently, provided the
mortgages and secured pledges are not affected by the clawback date. If there is a shortfall, the uncollected amount is treated as unsecured debt
ranking senior to the rights of unsecured creditors who notarized their interests subsequent to the date of creation of the mortgage or pledge.

The Spanish Commercial Code (Cddigo de Comercio) and the Spanish Suspension of payments Law (Ley de Suspension de Pagos) and
the new Insolvency Law (Law 22/2003, of July 9, on Insolvency, hereinafter, the "Insolvency Law"), that will enter into force on September 1,
2004, may operate to either subordinate or void our obligations under the Indentures and the Existing Indentures.

In the event of a bankruptcy, suspension of payments (suspension de pagos) or similar proceeding, our obligations under the guarantees
and under the Notes Proceeds Loans will be paid only after payment of al our obligations to our senior creditors and certain other categories of our
creditors which will be determined by applicable Spanish legidation and regul ation.

If we enter into bankruptcy, a court in its discretion can "backdate" the date of bankruptcy to the date on which the court decides that we
became insolvent (Retroaccion Absoluta). All transactions entered into or payments made by us after the "backdate" of bankruptcy may be
declared null and void. Thus, if a court were to "backdate" the date of our bankruptcy to a date prior to the issuance of the guarantees and the
execution of the Notes Proceeds Loans, our obligations under such agreements would be declared null and void in their entirety, provided that such
transaction is challenged by a creditor or the trustee in bankruptcy.

In addition, our obligations under the guarantees and the Notes Proceeds Loans may be declared null and void in their entirety under
certain circumstances (Retroaccion Reativa) even if the date of bankruptcy is not "backdated" to a date prior to the issuance of the Notes if we
enter into either bankruptcy or reorganization, and if we are both insolvent and the excess of our liabilities over our assets is not guaranteed
(insolvencia definitiva), such obligations may be declared null and void within two years of the filing date or "backdate" of bankruptcy or the filing
date of reorganization if such transaction:

. was entered into with fraudulent intent; or
. isatransaction of the type deemed void under the Spanish Commercial Code.

In addition, any payments made by us under the Indenture within 15 days of such filing dates or "backdate" would be required to be
returned to such company.

An example of a transaction entered into with fraudulent intent would be the granting of an obligation in return for significantly less valuable
consi deration.

This "backdate" procedure has been replaced in the Insolvency Law by a period of two years, whereby certain transactions falling within
that period may be declared null and void, irrespective of the existence of good or bad faith on the part of the debtor, provided those transactions
are detrimental to the insolvent debtor. Under the Insolvency Law, a transaction is deemed to be detrimental to the insolvent debtor if it falls into
one of the following categories, inter-alia: (i) a transfer of assets without consideration; and (ii) early repayment of indebtedness maturing after the
declaration of insolvency. In addition, further to the Insolvency Law, it will be presumed that atransaction is detrimental to the insolvent debtor if:
(i) collatera is granted in favor of existing obligations, or in favor of new obligations replacing the existing ones; and (ii) transfers of assets in
favour of persons specially related to the insolvent debtor (e.g. companies belonging to the same group). Any other transaction carried out by the
insolvent debtor may also be declared null and void if it can be proven that it is detrimental to the interest of such debtor.

Holders of mortgages or security pledges over assets belonging to the insolvent debtor and attached to his professonal or business
activity may not enforce under the Insolvency Law their rights until either a composition agreement that does not affect their rights is approved by
the creditors or one year has elapsed since the court's insolvency declaration and the liquidation procedure has not begun. Pursuant to the
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Insolvency Law, holders of mortgages and security pledges will be paid before ordinary or subordinated claims, either through the relevant
foreclosure proceeding if the conditions of the Insolvency Law are met or within the liquidation process. Holders of unsecured, unsubordinated
debt will be paid pro rata from the remaining assets of the estate after all specially privileged claims and claims against the estate are satisfied in
full. As a matter of law, payments under credit facilities with entities of the same group as the insolvent debtor will be subordinated and payable
after (i) ordinary credits dedared subordinated by the management of the insolvency procedure by reason, among others, of being notified to the
trustees of the insolvency after the deadline for submitting those credits; (ii) contractually subordinated credits; (iii) credits derived from any type
of interests, including default interests, except interests on secured credits up to the amount of the relevant security; and (iv) credits derived from
fines and other monetary sanctions. Additionally, it should be noted that under the Insolvency Law, payment of subordinated obligations will be
paid on a pro-rata basis. As there is no case law and the Insolvency Law has not yet come into force, it remains to be seen how the relevant court
will treat the payment of contractually subordinated obligations and if a contractually subordinated obligation may rank junior to a subordinated
claim of a specially related party (as defined in the Insolvency Law).

U.S and New York law. Under U.S. federa bankruptcy law and New York fraudulent conveyance law, if a court in a lawsuit on behaf of an
unpaid creditor, we or any of the other guarantors or a representative of creditors, such as a trustee in bankruptcy, of such company were to find
that, at the time such company incurred the debt represented by the relevant obligation,

(0] such company incurred the debt with the intent of hindering, delaying or defrauding existing or future creditors; or
2 (@ such company received less than fair consideration or reasonably equivalent vaue for incurring such debt;
and
(b) such company: was insolvent or was rendered insolvent by reason of such transactions; was engaged, or about to

engage, in abusiness or transaction for which its remaining assets constituted unreasonably small capital; or intended
toincur, or believed that it would incur, debts beyond its ability to pay as they matured,

then the court could avoid or invalidate all or a portion of the relevant obligation to presently existing and future debt of such
company, direct that holders of the Notes return any amounts paid by such company and take other actions detrimental to you.

Fraudulent transfer statutes may limit your rightsas a holder of Notes.

ONO Finance's obligations under the Notes are guaranteed by the guarantees. The guarantees may be subject to review under the
bankruptcy laws of the relevant jurisdiction in which the guarantors operate, or the laws in which any insolvency proceedings may be held. It is
possible that creditors of the guarantors may challenge the guarantees as a fraudulent transfer or conveyance. If so, such laws may permit a court, if
it makes certain findings, to:

. avoid dl or aportion of the guarantors obligations under the guarantees;

. subordinate the guarantors' obligations under the guarantees to their other existing and future debt, entitling other creditors to
be paid in full before any payment is made under the guarantees,

. direct that holders of the Notes return any amounts paid under a guarantee to the relevant guarantor or to a fund for the benefit
of its creditors; or

. take other action detrimental to you, including invalidating the guarantees.
In that event ONO Finance cannot satisfy its obligations under the Notes, we cannot assure you that you would ever be repaid. In
addition, the liability of each guarantor under the Indentures will be limited to the amount that will result in its guarantee not constituting a

fraudulent conveyance or improper corporate distribution and there can be no assurance as to what standard a court would apply in making a
determination as to what would be the maximum liability of each guarantor.

Under such bankruptcy and fraudulent transfer laws, in order to take any of those actions, courts will typically need to find that, at the
time the guarantees were issued, the guarantor:

. issued the guarantee with the intent of hindering, delaying or defrauding current or future creditors; or
. received less than fair consideration or reasonably equivalent value for incurring the debt represented by the guarantees on the
basis that the guarantees were incurred for ONO Finance's benefit, and only indirectly for the benefit of the guarantors, or some

other basis; and was insolvent or was rendered insolvent by reason of the issuance of the guarantee; was engaged, or about to
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engage, in a business or transaction for which the guarantor's assets were unreasonably small; or intended to incur, or should
have believed the guarantor would incur, debts beyond its ability to pay such debts as they mature.

Many of the foregoing terms are defined in or interpreted under those fraudulent transfer statutes.

Different jurisdictions define "insolvency" in various ways. However, a guarantor generally would be considered insolvent at the time it
issued the guarantee if:

. its liabilities exceeded its assets, at a fair valuation;
. it could not pay its debts as they fell due;
. the present saeable value of its assets was less than the amount required to pay its total existing debts and liabilities, including

the probable liability related to contingent liabilities, as they became absol ute or matured; or

. it is under any of the situations mentioned in Article 2 of the Insolvency Law, which includes, inter-alia, the existence of liens
for pending enforcement actions affecting the estate of the insolvent debtor in genera or the liquidation of its assets by the
insolvent debtor.

We cannot assure you (1) which standard a court would apply in order to determine whether a guarantor was "insolvent" as of the date
the guarantees were issued; (2) that, regardless of the method of valuation, a court would not determine that a guarantor was insolvent on that date;
or (3) that a court would not determine, regardless of whether or not a guarantor was insolvent on the date the guarantees were issued, that the
guarantees constituted fraudulent transfers on another ground.  If we experience a change of control, ONO Finance may not have enough money
to repurchase the Notes. Under the terms of the Existing Indentures and the Indentures, upon the occurrence of a change of control of GCO, or the
sade of al or substantially all of the assets of Cableuropa, ONO Finance is required to offer to purchase all outstanding Existing Notes and Notes at
a purchase price equal to 101% of the aggregate principal amount thereof, in addition to the accrued and unpaid interest, if any, up to the purchase
date. In the event of such an occurance, there is no guarantee that ONO Finance will have sufficient funds to pay the purchase price for al Existing
Notes and Notes (which is dependent on our repayment of the Multi-Borrower Credit Facilities and the Notes Proceeds Loans, respectively). In
addition, the Senior Bank Facility and instruments governing our existing and future debt may prohibit us from purchasing the Existing Notes or
the Notes prior to their stated maturity, induding upon a change of control or a sale of all or substantially all of our assets. The failure to purchase
all the Existing Notes or the Notes vaidly tendered pursuant to such an offer to purchase would result in an event of default under the Existing
Indentures and the Indentures which, in turn, would constitute an event of default under the Senior Bank Facility. In such circumstances, the
subordination provisions in the Existing Indentures and the Indentures would restrict any purchase of the Existing Notes or the Notes (including
payments under the guarantees) unless all of our Senior Debt has been paid in full. See "Description of the Notes—Repurchase at the Option of
Holders Upon a Change of Control." There is no prior market for the Notes. Application has been made to list the Notes on the Luxembourg Stock
Exchange. However, the Notes will be new securities for which there is no established trading market. The Managers have advised us that they
currently intend to make a market in the Notes. However, they are not obliged to do so and they may discontinue any market making at any time.
Accordingly, an active market for the Notes may not develop. If a market develops, the Notes could trade at prices that are lower than the initial
offering price for the Notes. The trading price for Notes depends on many factors, including prevailing interest rates, general economic conditions,
our performance and financial results, and the markets for similar securities.

Historically, the markets for non-investment grade debt such as the Notes have been subject to disruptions that have caused substantial
volatility in their prices. The market, if any, for the Notes may be subject to similar disruptions. Any disruptions may have an adverse effect on the
holders of the Notes. Transfers of the Notes will be restricted. The Notes have not been and will not be registered under the U.S. Securities Act,
any U.S. state securities laws or under any other country's securities laws. You may not offer the Notes in the United States except pursuant to an
exemption from, or in a transaction not subject to, the registration requirements of the Securities Act and applicable state securities laws. You
should read the discussion in "Natice to Investors' for more information about these and other transfer restrictions. It is your obligation to ensure
that your offers and sales of the Notes within the United States and other countries comply with applicable securities laws. See "Notice to
Investors.” Because virtually all of our assets are located outside of the United States, it may be difficult to complete service of process and
enforce in Spain any judgment obtained against usin the United States. The Notes will be issued by ONO Finance, which isincorporated under the
laws of England and Wales. The Notes will be guaranteed by Cableuropa and other guarantors organized under the laws of the Kingdom of Spain.
Most of our directors and officers are non-residents of the United States and virtually all of our assets and the assets of our directors and officers
are located outside the United States. As aresult, it may not be possible to effect service of process within the United States on us or our directors
or officers for any action, including actions arising under the U.S. securities laws, or to enforce judgments of U.S. courts based upon these laws.

Any judgment obtained against us or any of the guarantors in the United States would be recognized and enforced in accordance with the
Law of Civil Procedure by the courts of Spain, unless such judgment contravenes principles of Spanish public policy, if an appropriate order were

obtainable. These orders are attainable:
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. according to the provisions of any applicable treaty, there being none currently in existence with the United States for these
purposes;

. in the absence of any such treaty, if it could be proven that the jurisdictions where the foreign judgment were rendered (in this
case, the United States) recognizes Spanish judgments on a reciprocal basis (positive reciprocity). However, if the U.S.
jurisdiction in which the judgment was obtained does not recognize judgments issued by Spanish courts, then, the Spanish
courts would not recognize the U.S. judgment in Spain (negative reciprocity); or

. in the absence of any such treaty and in the absence of proof of pasitive or negative reciprocity, the judgment would be enforced
in Spain if it satisfies all the following requirements:

— the judgment was issued in exercise of an action based on personal relationship;
— the judgment was not issued in default;
— the liability claimed must be valid under Spanish law; and

— the notice of the judgment for enforcement complies with all of the requirements of the jurisdiction where the
judgment has been issued in order for such notice to be authentic and fulfils al requirements established in Spain for
the relevant document to be recognized under Spanish law.

These requirements may make it difficult for you to enforce in Spain ajudgment obtained against us in the United States.

In addition, there is doubt as to the enforceability of certain civil liabilities under U.S. securities laws in origind actions in English
courts. See "Service of Process and Enforcement of Liabilities” ONO Financeis aspecia purpose financing entity with no operations of its own
and is dependent upon payments under the Notes Proceeds Loans to meet its obligations under the Notes. ONO Finance, the issuer of the Notes, is
a special purpose financing entity with no business operations other than the issuance of debt securities and the lending of the proceeds of such
offerings to the ONO Group under the Notes Proceeds Loans and the Multi-Borrower Credit Facilities. ONO Finance's ability to make principal
and interest payments on the Notes is dependent directly on our payments to ONO Finance under the Notes Proceeds Loans. Our ability to make
payments on the Notes Proceeds Loans will depend on a number of factors, some of which may be beyond our control. See "—Risks Relating to
Our Business." If we fail to make scheduled payments under the Notes Proceeds Loans or the guarantees, ONO Finance will not have any other
source of funds to meet its payment obligations under the Notes.

In addition to the foregoing, upon a Repayment Event ONO Finance will provide a first-ranking security interest in its rights and daims
under the Notes Proceeds Loans in favor of the senior lenders under the Senior Bank Facility. In addition, the subsidiary guarantors will be
automatically and unconditionally released in the event that all of the capital stock of the relevant subsidiary guarantor is sold pursuant to an
enforcement by the senior lenders under the Senior Bank Facility.

EXCHANGE RATES

The table below sets forth the euro versus the U.S. dollar as certified by the European Centra Bank. We do not represent that the U.S.
dollar amounts referred to below could have been converted into euro at any particular rate indicated or at any other rate. The rates below may
differ from the rates used in our audited consolidated financial statements and other financial information appearing in this offering memorandum.
The average amounts set forth below under "Average" are calculated as the average of the European Central Bank rates for euro on the last
business day of each month.

End of
Low High Average Period
(U.S. ddllars per euro)

BO00 et e e e er e see e 1.0015 1.1790 1.0588 1.0046
2000 ..o e e E e e e E e n e r e e e er e e see e an 0.8252 1.0388 0.9198 0.9305
200L . e b st h e e ea e er e e e an 0.8384 0.9545 0.8917 0.8813
2002 ..o e bt e e e er e see e en e as 0.8578 1.0487 0.9511 1.0487
2003 ..o E e E e s e n et e e eaeer e see e ee e as 1.0377 1.2630 1.1418 1.2630



The table below shows the high and low European Central Bank rates for euro for each month during 2004 prior to the date of the Listing
Particulars.

Low High
(U.S. dallars per
euro)

INOVEIMIDEE 2003.......... ettt ettt ebe et b bt st s s e bt 88 €4 £ st et E b€ E €402 st s eE e e R £ 1e b b e ee e s et e bt ee s s enentat s 1.1424 1.1994
DIECEIMDET 2003........c. e eeeueaeetertte sttt ee et se st ebe e st e e st s bt st b es e e se e e ae £ E e84 4 b es e s et R b€ £ £ 48 2Rt R eE e R R € Ae bR e e e R bt bt et henner e et 1.1975 1.2630
JBNUABIY 2004 -........eeeeeitte ettt et ettt b et s st et e £ b€ 484 £a s o8 e R £ 4E 4 Eeh £ 48R E et R R £ EE e £ SRR R e R R eh £ R e eE et Eer e bt e ee e nene s 1.2373 1.2828
FEOTUBINY 2004.....c. ettt ettt etttk e sttt eh e 1e £ 844 st eh et Eeh £ £ h s et R R e R eE bR e et Rt b e st 1.2418 1.2858
IMEICH 2004..... ottt ettt ekt h s e £ E 84 £ £ R R £ RS R R R e R eE R R e e Rt bt et s e e 1.2118 1.2484
AADITT 2004 ..ottt b bbb e EE £t E R E R R R R £ R R e SRR eE e E £ Rt eE bbb e er et 1.1826 1.2320
MY 2004..... ettt ettt ettt R eE £ £ H R eE £ £ R £ E R E R E R £ SRR e R R A4 E R e e Rt bt et s e e e 1.2274 1.1801
JUNE 2004 ...ttt ettt et b £t h et E b€ 4E e E£a e h R 4E 4 E£h £ 48R R £t E R £ 4E S E R £ SRR R € eE AR eh e e R R e eR et b bbbt ne e nene s 1.2006 1.2320
JUIY 2004 ...ttt et b bttt £ R 48k et E £ 4£ £ h £ 48Rt E R £ 4E e E e £ SRR R e R eh £ R e en e e bRt bt eeennnnene s 1.2026 1.2397
AUQUSE 2004 (ENFOUGN AUGUSE B) .....eeeieeeii e st aie sttt sttt easeebe e eeeeteesee e aee s et e e e s aeembeaseenbesseenseabeanseabeenbeebeeseeeaeeseesn 1.1983 1.2064

On August 6, 2004 the European Central Bank rate was €1.00 = $1.2064.
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THE ONO GROUP

Cableuropa is a Spanish cable multiservice operator and the intermediate holding company for our four principal operating subsidiaries
(Cableuropa and its subsidiaries, including the four principal operating subsidiaries described below are callectively referred to as the "ONO
Group"). The ONO Group operates under the "ONO" brand and launched commercia services in 1998. Grupo Corporativo ONO, S.A. ("GCQO") is
our ultimate corporate parent and sole shareholder.

Our reorganization process

Prior to November 1999, Cableuropa owned between 28% and 89% of its Spanish cable and telecommunications subsidiaries. The
remaining interests were held by Spanish Telecommunications Limited S.ar.l. ("Spaincom") and various other minority shareholders comprised
principally of regional financia institutions, regional media groups and local businesses. In 1999, Cableuropa commenced a reorgani zation process
to merge its cable and tel ecommunications subsidiaries into Cableuropa and to consolidate and simplify its corporate structure. Between 1999 and
2001 most of the minority shareholders, as well as Spaincom, exchanged their interest in the relevant subsidiaries for ordinary shares of
Cableuropa. Theresfter, all but four of our operating subsidiaries were merged into Cableuropa and Cableuropa acquired all of their assets and
liabilities. In January 2002, Cableuropas shareholders contributed all of the outstanding shares of Cableuropa to GCO in exchange for 100% of
GCO shares, and GCO became the sole direct shareholder of Cableuropa

Cableuropa, Vaencia North, Vaencia South, Murcia and Valencia are the ONO Group's operating companies that are recorded as
electronic communi cations operators and own the necessary authorizations to provide cable television services in our various franchise areas.

During 2003, we extended our geographical reach after Cableuropa was awarded the Castilla-La M ancha cable franchise. The addition of
the Castilla-La Mancha franchise area increased our total potential market to 5.6 million homes, representing approximately 27% of the homesin

Spain.

As of December 31, 2003, we had other non-operating subsidiaries that are in the process of being sold or liquidated. For more
information regarding these subsidiaries, see note 1 to our audited consolidated financial statements.

Financial Year
Our financial year begins on January 1 and ends on December 31.
Information regarding our subsidiary guarantors

Valencia de Cable, SA. ("Valencid') was incorporated on July 7, 1995 under the laws of Spain and its primary business activity is to
provide integrated telephony, broadband Internet and cable television services to residentiad and business customers in the City of Valencia
Valencids registered office is Calle del Gremis No. 12, Poligono Industrial Vara de Quart, Valencia. Under Article 2 of Valencias Articles of
Association, the principle object of Valendiais (i) the installation of cable systems in order to provide the transmission of images, voice and data;
(ii) the carrying out of studies, opinions and reports therefore, and (iii) the rendering of services through or related to cable systems. As at
December 31, 2003, Valencia had 1,195,965 ordinary shares outstanding, with a par value of €46.866550 per share. The ordinary shares constitute
Valencias only class of capital stock and each share outstanding is entitled to one vote per share. The table below sets forth information regarding
the capitalization of Vdencia. This is the most recent capitalization information available and except as disclosed herein there has been no
material change to the capitalization as of the date hereof.

_ Valenda
Asat December 31,
2003
Equity
TSBUBH CPITAL ... vttt ettt bbb bbb Re e8RS £ £E LR R bbbt 56,051
FUITY PAIT CAPITAL .....eeeeceeeecees ettt ettt ettt bbb e s b8 £ 1242828 E e e bbbt 56,051
ACCUMUIBLEA TEFI Gt ...ttt ettt bbb bbb s e E x££ 882888 eb bbbt (76,632)
INEL INCOME (I0ST) ...ttt ettt ettt bbb bbb bbb e s b8R8 £ 124284 £ 128 eE e bbb bbb (1,744)
OtNEN TEAIVES ... etiee ettt s s st 24 £ 255451281284 £ 1284 £ 10445101 EE b EE 44 b RE b RE bbb bbb bbbt 0
TOLE EOUITY +.vvuvuv ettt ettt ettt et bse b bse bbbttt £ £E £ £ £ £ £ £ 428484 £ 484 £ 1 £ 1 E 4R RE £ RR R bbb RE bR bRt en (22,325)

Region de Murcia de Cable, SA. ("Murcid") was incorporated on April 12, 1995 under the laws of Spain and holds the franchise for our
Murcia Cluster and provides integrated tel ephony, broadband Internet and cable television services to residential and business customers. Murcias
registered office is Avenida Juan Carlos |, Poligono Industrial el Espinardo, Edificio Torre-Cristal, Murcia. Under Article 2 of Murcias Articles of
Association, the principle object is (i) the installation of cable systems in order to provide the transmission of images, voice and data; (ii) the
carrying out of studies, opinions and reports therefore, and (iii) the rendering of services through or related to cable systems. As at December 31,
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2003, Murcia had 1,131,614 ordinary shares outstanding, with a par value of €36.045938 per share. The ordinary shares constitute Murcias only
class of capital stock and each share outstanding is entitled to one vote per share. On June 10, 2004, application was filed with the Mercantile
Registry of Murciato effect the merger of Murcia with and into Cableuropa.

Murda
Asat December 31,
2003

Equity
TSBUBH CPITAL ... ettt ettt bbb bbb e e8RS £ R LR R AR bbbt 40,790
FUITY PG CADITAL .....cueeueueesceee et ettt ettt ba s b8R8 £ £ A2 128 £ 128 E e e bbbt 40,790
ACCUMUIBLEA TEFICIt ...ttt ettt e bbb bbb e 8116 H £ E £ eE £t E £t bbbt (65,279)
INEL INCOME (I0ST) ...t eeeeet ettt bbbt bbb bbb e b8R8 28 E 28 HE £ 2E £ 284 eE £ eb bbb (3547)
(@100 A== 1YL= T TR 16,019
TOLE EOUITY ..t eeetieee ettt ettt et bs b bse bbbt s ettt s 212454 £ £ H 28484484 £ 1 £ 1 £ 4R R RR R R bbb RE bR bRt en (12,017)

Mediterranea Norte Sistemas de Cable, S.A. ("Valencia North) was incorporated on July 7, 1995 under the laws of Spain and its primary
business activity is to provide integrated tel ephony, broadband Internet and cable television services to residential and business customers in the
region of Valencia North. Valencia North's registered office is Avenida Hermanos Bou, 16, Castellon de la Plana. Under Article 2 of Vaencia
North's Articles of Association, the principle object is (i) the installation of cable systems in order to provide the transmission of images, voice and
data; (ii) the carrying out of studies, opinions and reports therefore, and (iii) the rendering of services through or related to cable systems. As at
December 31, 2003, Vaencia North had 1,871,584 ordinary shares outstanding, with a par value of €20.789952 per share. The ordinary shares
congtitute Valencia North's only class of capitd stock and each share outstanding is entitled to one vote per share. The table below sets forth
information regarding the capitalization of Valencia North. This is the most recent capitalization information available and except as discosed
herein, there has been no material change to the capitalization as of the date hereof.

_ ValendaNorth
As December 31,
2003

Equity
TSBUBH CDITAL ... vttt ettt bbb bbb bbb e e R8s £ £E LR R R eb bbb 38,910
FUITY PAIT CAPITAL .....eeeeceeeecees ettt ettt ettt bbb e s b8 £ 1242828 E e e bbbt 38,910
ACCUMUIBLEA TEFI Gt ...ttt sttt e bbb bbb bbb s8££ 8681 £ E £ eE £ eb bbb (55,369)
INEL INCOME (I0ST) ...ttt ettt ettt bbb bbb e e b8R8 E 282128 £ 428 eE e bbbt (8,748)
OENEN TEAIVES ... etie ettt bs e bs sttt 2882585444284 £8 £ 1284 £ 1024511 EE £ bR b4 b4 RE b RE bbb bbb bbbttt 0
TOLE EOUITY ..vvuvav ettt ittt bttt et bs et bse bbbt s ettt £ £E £ £ €054 £ 105428484 £ A8 141 EE SRR R R bbb RE b Re bRt en (25,207)

Mediterranea Sur Sistemas de Cable, S.A. ("Vaencia South") was incorporated on July 7, 1995 under the laws of Spain and its primary
business activity is to provide integrated tel ephony, broadband Internet and cable television services to residential and business customers in the
region of Valencia South. Valencia South's registered office is Carretera de Ocana, 15, Alicante. Under Article 2 of Vaencia South's Articles of
Association, the principle object is (i) the installation of cable systems in order to provide the transmission of images, voice and data; (ii) the
carrying out of studies, opinions and reports therefore, and (iii) the rendering of services through or related to cable systems. As at December 31,
2003, Vdencia South had 2,237,135 ordinary shares outstanding, with a par value of €20.156072 per share. The ordinary shares condtitute
Valencia South's only class of capital stock and each share outstanding is entitled to one vote per share. The table below sets forth information
regarding the capitalization of Vaencia South. This is the most recent capitalization information available and except as disclosed herein, there
has been no material change to the capitalization as of the date hereof.

Valencia South
As December 31,
2003
Equity
TSBUBH CDITAL ... vttt ettt bbb bbb e e R8s R £ R £ RE £ H£E£H £ £ R £ £ £E LR R R bbbt 45,092
FUITY PAIT CAPITAL .....eeeeceeeecees ettt ettt ettt bbb e s b8 £ 1242828 E e e bbbt 45,092
ACCUMUIBLEA TEFICIt ...ttt ettt bbbt bbb bbb s8££ H 82188t E £ bbbt (62,023)
INEL INCOME (I0ST) ...ttt ettt ettt bbb bbb bbb e s b8R8 £ 124284 £ 128 eE e bbb bbb (9,865)
OENEN TEAIVES ... evie ettt s s st £ £E 2525444128428 £ 1284 £ 102451441 EE b HE 44 b e RE b RE bbb bbb bbbt een 0
TOLE EOUITY +.vvuvuv ettt ettt ettt et bse b bse bbbttt £ £E £ £ £ £ £ £ 428484 £ 484 £ 1 £ 1 E 4R RE £ RR R bbb RE bR bRt en (26,796)

As at May 7, 2004, none of Vaencia, Valencia North, Valencia South or Murcia have issued any convertible debt securities,
exchangeabl e debt securities or debt securities with warrants attached.
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Summary Financial | nformation for the Subsidiary Guarantors

In the table below, we present selected unconsolidated financial information and capitalization for each of the Subsidiary Guarantors as

of and for the year ended December 2002 and 2003.

We hereby incorporate by reference into these listing particulars the financial statements of Valencia, Vaencia North, Vaencia South
and Murcia for the fiscal years ended December 31, 2001, 2002 and 2003. See "Incorporation by Reference." We have deposited this information
with the Luxembourg Paying Agent, and you may inspect this information at the offices of the Luxembourg Paying Agent a The Bank of New
York (Luxembourg) S.A., Aerogolf Centre, 1A Hoehenhof, - 1736 Senningerberg, Luxembourg.

Valencia Murcia ValenciaNorth Valencia South
Asof and for the Asof and for the Asof and for the Asof and for the
year ended year ended year ended year ended
December 31, December 31, December 31, December 31,
2003 2002 2003 2002 2003 2002 2003 2002

Profit and Loss Data:
NEL SAIBS.....coeiviiese sttt bbbt 77,084 59,363 43,902 32,882 53,183 31,297 36,915 22,483
Operating Profit (10S9)....cc.eeeeeeereeinireeiseeseiss st seesseeens 2,365 (23,844) (294) (6,637) (3,950) (6,496) (6,036) (11,686)
NELINCOME (I0ST) ..vvvevvieiriiie ettt (1,744)  (33,166) (3547)  (20,650) (8,748)  (28,480) (9,865)  (3L,424)
Balance Shedt Data:
TOLA GSHELS.....veevrverire ittt bbb bbbt e b b sa e 285371 281,939 223310 214552 284,964 251,099 240356 227,356
EQUItY. oo e .. (22325) (20,581) (12,017) (8470) (25,207) (16,459) (26,796) (16,931)
Debt (included debt With group) ........c.oeceeereerceneensereeeineescesseseeseesseseees 281,264 284,165 218,078 211,497 286,612 253,832 246965 233,429

Short term debt: 104,251 82,159 102,087 63,501 143,279 104231 109,756 86,353
Deudas con etidadeS OO ...........ccvvreeeereeisesecsesetssete sttt 0 5,415 807 2,010 4,839 5,732 2534 5,620
DEUAS PO IMEErESES.......veuereiieieere e seese bbbttt se s 5,444 6,781 4,000 4,984 3,340 4,285 2,661 3,464
Deudasgrupo Y @0CIAaS .....c.vreervrrreereineiseei et 98,807 69,963 97,280 56,507 135,100 94,214 104,561 77,269

Long term debt: 177,013 202,006 115991 147,996 143,333 149,601 137,209 147,076
Préstamo PartiCipativo ........c..ceeeeeeeneeeeeeneese s seietses s sssesenes s 72,108 55,890 36,862 36,862 67,088 36,401 66,862 39,051
Deuda relacionada emiSion BONOS..........cc.ccevvverviveisirenisssess s 104,074 145,285 78,402 110,407 75206 112,161 69,018 106,696
OtrAGEUAL. ...ttt bbbt sa s enaee 831 831 727 727 1,039 1,039 1,329 1,329

For additional information regarding the subsidiary guarantors, see the audited consolidated financial statements beginning on page F-1

and the unconsolidated financia statements of the subsidiary guarantors attached as an exhibit hereto.
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ONO FINANCE

ONO Finance's principa purpose is to finance the business operations of the ONO Group. ONO Finance has not conducted operations
since its inception and has no subsidiaries or significant business other than the issuance of debt securities (and potentially other securitiesin the
future) and is not expected to produce any income except payments received from the ONO Group under the Multi-Borrower Credit Facilities, the
Notes Proceeds Loans or similar arrangements, its only material assets available to meet the claims of the holders of the Notes and the Existing
Notes. Pursuant to the Notes Proceeds Loans and the Multi-Borrower Credit Facilities, ONO Finance's operating and other expenses are payable by
the ONO Group.

ONO Finance was incorporated on August 20, 1998 as a public limited company with limited liability under the laws of England and
Wales. ONO Finance's registered office is located at 10 Upper Bank Street, London E14 53] and is registered as a company with the Registrar of
Companies for England and Wales with company number 3619149. The authorized and issued share capita of ONO Finance is £50,000 divided
into 50,000 ordinary shares of £1 each, of which two fully paid shares and 49,998 shares paid up to one quarter have been issued.

Shareholders of ONO Finance

ONO Finance (Holdings) Limited ("Holdings"), an English private limited company, holds 98% and Cableuropa holds the remaining 2%
of ONO Finance's share capital. Holdings has a share capital of one pound consisting of a single share of par value one pound and its sole
shareholder is Royal Exchange Trust Company Limited ("Retco"), a professional trust corporation, which holds this share under the terms of an
English law charitable trust. Retco's principal place of business is 81-87 Gresham Street, London EC2V 7QE.

Holdings articles of association and its memorandum of associ ation:

. limit Holdings' activities to borrowing funds from Cableuropa to purchase and hold ONO Finance's shares, as well as other
activities incidenta thereto;

. prohibit the transfer of Holdings' shares to any party other than to Retco, to be held under the terms of the charitable trust, or to
Cableuropa;

. prohibit the transfer of ONO Finance's shares held by Holdings to any party other than Retco or Cableuropa; and

. prohibit Holdings from issuing any securities, other than the initial issuance of its share capita to Retco, or otherwise to incur

any indebtedness, other than a loan from Cableuropa sufficient to cover the costs of purchasing ONO Finance's shares and costs
incidental to the maintenance of Holdings and ONO Finance.

Articles of Association and Memor andum of Association of ONO Finance
The artidles of association and memorandum of assodciation:

. limit ONO Finance's activities to issuing the Notes, or other debt securities in the future, and lending the proceeds of the Notes
to Cableuropa and its subsidiaries, as well as other activities relating to the issuance of the Notes and Existing Notes and
lending the proceeds of the Notes and the Existing Notes; and

. prohibit the transfer of shares to any party other than Holdings, Retco, to be held under the terms of the charitable trust, or
Cableuropa.

Management of ONO Finance

ONO Finance's board of directors consists of two directors appointed by Retco, as indirect holder of 98% of the share capita pursuant to
the terms of a charitable trust. Retco also holds the single share in ONO Holdings under the terms of a charitable trust governed by English law.
Under English law atrust does not have a separate legal personality. The declaration of trust establishing the charitable trust gives Retco discretion
to apply any residual value held by it for such purposes as it may select, provided they constitute "charitable purposes” under English law. The
body which controls the day to day actions of Retco isits board of directors. Retco is a wholly-owned subsidiary of The Capita Group Pic.



USE OF PROCEEDS

The Issuer will use the gross proceeds of the offering of the Notes to make the Notes Proceeds Loans to Cableuropa and the other
Subsidiary Guarantors. Cableuropa and the other Subsidiary Guarantors will each use the proceeds of the Notes Proceeds Loans to:

. First; repay the Multi-Borrower Credit Facilities in amounts equal to the aggregate principal amount outstanding of the
Existing Notes accepted by the Issuer in the Tender Offer. In addition, Cableuropawill pay an early repayment fee to the Issuer
in consideration for the early repayment of the Multi-Borrower Credit Facilities. This fee will be in an amount egual to the
premium over the aggregate principal amount of Existing Notes tendered in the Tender Offer to be paid by the Issuer to the
relevant holders of the Existing Notes, including, where applicable, the Early Tender Payment; and

. Second; to the extent that not all of the 2009 Notes have been tendered in the Tender Offer, the proceeds will be used to
purchase any remaining 2009 Notes, including by means of an early redemption in accordance with the indentures governing
the 2009 Notes. The 2009 Notes may be redeemed at any time on or after May 1, 2004 at a purchase price per $1,000 or €1,000
principal amount, as the case may be, of 1,065.00.

The following tabl e sets forth the expected sources and uses of funds for the offering of the Notes.

Sources Uses
(in millions of euro) (in millions of eur o)

Existing Notes purchased or redeemed in the Refinancing

NOteS Offered NErEY ...........o..ooveeeeeeeeeeeeceeeeeeeee e 280.0 TranSACONS? ........ooooveoeee e 274.3

CaShD ..o 5.7
TOtEl SOUMCES.......cveeeeiieiirere et ere e e 280.0 TOtal USES.....oiviieerieeniinie et 280.0
(0] Amounts in euro assumes that dollar denominated Existing Notes were repurchased or redeemed in connection with the Refinancing

Transactions at the exchange rate of €1.00=$1.2028.

2 This amount assumes that:
. all Existing Notes accepted in the Tender Offer are entitled to the Early Tender Payment,
. all of the 2009 Notes are repurchased or redeemed in connection with the Refinancing Transactions for an aggregate purchase

or redemption price of €130.5 million, and

. €103.3 million and $24.8 million aggregate principal amount of the 2011 Notes are accepted and purchased by the Issuer for an
aggregate purchase price of €143.7 million.

3 Estimated aggregate financing and other professional fees and expenses payable in connection with the Refinancing Transactions are
expected to amount up to €9.0 million.



CAPITALIZATION OF CABLEUROPA

The following table sets forth as of December 31, 2003 (i) the actua consolidated capitalization of Cableuropa, which is derived from
our audited consolidated financial statements included elsewhere in this offering memorandum and (ii) the consolidated capitalization of
Cableuropa as adjusted to give effect to (a) the issuance of the Notes offered hereby and the use of proceeds thereof as set forth in "Use of
Proceeds’ (b) the Tender Offer as described in "Offering Memorandum Summary—The Refinancing Transactions' and "Use of Proceeds' and
(c) the conversion of the GCO Loan and participative loans into common stock of Cableuropa as described in "Offering Memorandum Summary—
Recent Developments—Conversion of the GCO Loan and Participative Loans into Common Stock of Cableuropa.” You should read this table
together with our audited consolidated financial statements induded in this offering memorandum and "Management's Discussion and Analysis of
Financial Condition and Results of Operations of Cableuropa.”

As of December 31, 2003
As
Actual adjusted

(euroin millions)

Amountsin Accordance with Spanish GAAP:

GBS, 13 7.0
S 0 g = e 1= o) PP R TPV PRPRURT 16.3 16.3
Long term-debt:
SENIOF DANK FACHTTTY ...ttt s et eh e et e ee e et e se e et e sbeembenbesnbebeannenbeans 515.0 515.0
Multi-Borrower Credit Facilities (EXiStING NOES) ......c..ciuiiiriiiiriieitietieite ettt sttt s e e e s 410.4 169.0
Oter 1ONG TEIMN-AEDL ...ttt ettt eh bt et e eb e e eb e e ee e et e e ae et e eaeembeseeenbenbernnenseans 255 255
GCO Loan 98.5 —
Notes Proceeds Loans (Notes offered hereby) .........c.covevveiivciienens — 280.0
.............................................................................................................................................. 1,049.4 989.4
LT e o= AV [ g OO OO SRPRPO 300.0 —
CommON StOCK @NA SN PrEMIUIM........euiiueiitieiie ettt e reeste e st e st e ree st e aesaees e saeesbesbeesbeebeesseebeesee e st e seesbesmtesbesnbebesnnensen 822.4 1,220.9
................................................................................................................................................ Total capitalization 2,1838.1 2,226.6
(0] Dollar amounts in this table have been trandated into euro at the foreign exchange reference rate for December 31, 2003 of €
1.00=$1.2630 as certified by the European Central Bank.
2 Estimated aggregate financing and other professional fees and expenses payable in connection with the Refinancing Transactions are

expected to amount up to €9.0 million.

In addition, our Senior Bank Facility, all of the components of which mature on or prior to December 31, 2008, permits borrowings of up
to a maximum amount of €750.0 million. As at March 31, 2004 we had a drawn balance of €545.0 million under the facility. See "Description of
Other Indebtedness—The Senior Bank Facility."

Other than as set forth above, there has been no material change in the capitalization of Cableuropa since December 31, 2003.
CAPITALIZATION OF ONO FINANCE

The following table sets forth as of December 31, 2003 (i) the actual consolidated capitalization of ONO Finance, which is derived from
the audited financial statements of ONO Finance induded in this offering memorandum and (ii) the capitalization of ONO Finance as adjusted to
give effect to (a) the issuance of the Notes offered hereby and the use of proceeds thereof as set forth in "Use of Proceeds" and (b) the Tender Offer
as described in "Offering Memorandum Summary—The Refinancing Transactions' and "Use of Proceeds.” You should read this table together
with the audited financial statements of ONO Finance included in this offering memorandum.



£ eurg? £ eurg®
Actual AsAdjusted
Asof December 31, 2003
(in millions)
Long-term debt:
EXISHNG NOES ...ttt ettt en ettt en e 270.6 383.9 1129 160.1
Notes offered NErehY .......ooveiuiie e — — 191.0 271.0

Total long-term debt 270.6 383.9 303.9 431.1

Shareholders' equity (ordinary shares) 0.0 0.0 0.0 0.0
Total CaPItAliZaLiON.......c.oeeeeieiiieii s 270.6 383.9 303.9 431.1
(0] For the convenience of the reader, sterling amounts have been translated to euro at the foreign exchange rate published by the European

Centra Bank on December 31, 2003, £1.00 = €1.4188.

Other than as described in this offering memorandum, there has been no material change in the capitalization of ONO Finance since
December 31, 2003.
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SELECTED HISTORICAL CONSOLIDATED FINANCIAL INFORMATION
OF CABLEUROPA

The following summary historical consolidated financial information presented below under the caption summary income statement data
and under the caption summary balance sheet data is derived from our audited consolidated financial statements as of and for the years ended
December 31, 1999, 2000, 2001, 2002 and 2003. You should read the following financial information and operating data together with the section
entitled "Management's Discussion and Analysis of Financial Condition and Results of Operations of Cableuropa" and our audited consolidated
financial statements and notes thereto included in this offering memorandum.

Our audited consolidated financial statements have been prepared in accordance with Spanish GAAP, which differ in certain significant
respects from U.S. GAAP. You can find a description of the most significant differences between Spanish GAAP and U.S. GAAP relevant to us
and reconciliations of net income and shareholders equity in note 29 of the notes to our audited consolidated financial statements.

As of and for the year ended December 31,
1999 2000 2001 2002 2003
(euroin millions)

Summary Income Statement Data:
Revenues:

Residential tel ephony 4.0 311 79.3 1331 184.0
Residential Internet................... — 20 18.1 39.1 62.3
Cabletelevision.......... 27 15.7 38.3 62.3 83.0
Business services 0.1 26 7.9 19.0 29.3
TOtal FEVENUES ..ot 6.8 514 143.6 2534 358.6
Expenses:
COSt Of SEIVICES. ....veivieiieeiieee ettt ene s 12.2 35.6 74.3 85.7 105.6
Selling, general and administrative eXpenses. .........coceeeeeene. 103.1 203.6 188.5 180.8 166.1
COstS CAPITAIZEA ... s (65.8) (117.9) (61.8) (28.9) (15.2)
Restructuring and other related expenses..........ccovveveeveerenne — 04 9.1 — —
Broadcast rights amortiZation............coveeeeeeereiienee e 13 4.8 45 5.7 4.2
Depreciation and amortization...........cceeeveieveiieneineene e 116 33.9 80.8 98.3 102.5
Total operating eXPENSES........coceeiererieriireesieeeeeieeseeeieens 62.4 160.4 2954 341.6 363.2
OPEraEING 0SS .....veiiiei et (55.7) (108.9) (151.8) (88.2 (4.6)
Amortization of goodwill — (1.8) (13.8) (13.9) (13.9)
Interest and other financia expense, net (55.4) (113.1) (146.9) (96.8) (130.2)
Extraordinary income/(eXpense), NEt .........cceveeeeveineeneseeenn 33 25.7 3.3 (171.8) 298.2
Loss beforetax and minority interests.........cccvvevveieenenn (207.7) (198.2) (315.7) (370.2) 150.0
Net Profit/(10SS) ......cveerireeiiirieeeeee s (45.3) (124.9) (216.9) (194.6) 97.0
Summary Balance Sheet Data:
CBSN . 146.3 35 0.6 13 13
Restricted Cash™ ...........coiomreveerene s 100.9 1109 276 39.1 —
Tangible assets, NEL.........ccooeieirereee e 262.8 739.1 1,065.2 1,202.4 1,295.1
TOtAl @SSELS.....ceveueeeresiiiie et 774.1 1,772.1 2,087.4 2,259.3 2,123.3
Total dEbt@......ooevoeee s 4132 741.0 1,204.8 1,303.3 1,065.7
Participative loans®..... 28.4 — — 300.0 300.0
Common stock ............ 134.6 489.0 484.7 484.7 484.7
Shareholders equity ........ccoceoeeiiriiiiiieeeee e 775 632.1 410.8 216.2 313.2
Summary Other Data:
EBITDA® (30.2) (55.8) (57.2) 15.8 102.1
EBITDA margin®.... — — — 6.2% 28.5%
Capital expenditures® (207.9) (428.4) (359.7) (251.7) (198.6)
Net cash provided/(used) by operating activities.................... (151.9) (151.7) (252.5) (176.8) 49.7
Net cash used in investing actiVities...........ccooeeerriieeienenns (251.4) (385.2) (372.1) (256.6) (195.0)
Net cash provided by financing activities.............c.ccocevenene 532.8 404.8 620.8 4245 145.1
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@

Restricted cash is U.S. government securities and European government securities that were purchased and pledged to secure interest
payments on the Existing Notes through March 2003.

2 Total debt is financia short-term debt and long-term debt. Total debt does not include participative loans. In 2003, total debt included
the €98.5 million GCO Loan. GCO has confirmed that Cableuropa will convert the GCO Loan into common stock of Cableuropa. See
"Offering Memorandum Summary—Recent Devel opments—Conversion of the GCO Loan and Participative Loans into Common Stock of
Cableuropa." Total debt does not include accrued interest expenses. See "Management's Discussion and Analysis of Financial Condition
and Results of Operations of Cableuropa—Liquidity and Capital Resources."

3 In 1999, participative loans represent subordinated loans from Spaincom. From 2002, participative loans are subordinated loans from
GCO to Cableuropa. The participative loans do not currently bear interest. GCO has confirmed that Cableuropa will convert the
participative loans into common stock of Cableuropa. See "Offering Memorandum Summary—Recent Devel opments—Conversion of the
GCO Loan and Participative Loans into Common Stock of Cableuropa.”

4 EBITDA represents earnings before interests, taxes, depreciation and amortization, extraordinary and other non-cash items and minority
interests. EBITDA is not a GAAP measure in either Spain or in the United States and should not be considered in isolation or as a
subgtitute for, or as an aternative to, net income, operating income, cash flow from operations, other cash flow data or any other
performance measures prepared in accordance with Spanish GAAP or U.S. GAAP. For additiona information regarding the use of
EBITDA, see "Presentation of Financial and Other Data—Non-GAAP Financial Measures."

A reconciliation between EBITDA and net profit/(loss) for the years ended December 31, 2001, 2002 and 2003 is set forth below:
2001 2002 2003
(euroin millions)

Consolidated NEL PrOfit/(IOSS) .....eiuvireirieitieiee ettt ettt e et e e ee e et e re e e e nbesnean (216.9) (194.6) 97.0
Loss attributed t0 MiNOMiLY INEEIESES.......ooviiieeiee ittt ettt re et st be bt e b neeneans 7 (0.8) 0.0
INCOME EAX CrEOITS ...ttt ettt ettt es bttt ee e e se e b e e re et e ne e s et e besbeentenbensnenbeans (97.1) (A74.7) 53.0
Net extraordinary (INCOME)/EXPEINSE.......ueiue e aiese ettt ete bt eteeseeeseeseeereesae et e saesmbessesneenbessneseans 33 171.8 (298.2)
INEL FINANCIBl EXPEISE. ... ettt ettt ettt ettt ettt ettt eat et e e eeeebe e se e et e s ae et e sbesmbesaesntebesneenseans 146.9 96.8 130.2
AMOrtizati on Of GOOAWIIL.......eoeiiie ettt sttt sttt enbeees 13.8 134 13.4
Depreciation and @mMOrtiZAETON.............oiiiieie ettt et e re e et see et b et e besnnebeans 80.8 98.3 102.5
Broadcast FightS aMOITi ZBEION .........c.eeiierieree ittt ettt se et e e e re e st et e s besmbesbesneenbessnenbeans 45 5.7 4.2
OLNEr NON CASN ITEITIS. ...t evt ettt ettt ettt ettt s et es e et 9.1 0.0 0.0

Tota adjustments to reconcile net profit/(10ss) and EBITDA .........oooiiiiieneiieeie e 159.7 2104 51

TOLA EBITDA. ..otttk ettt e bbbttt 1£ et b et b sttt et eb e et et (57.2) 15.8 102.1

5) EBITDA margin is calculated by dividing EBITDA for a particular period by the total revenues for that period. EBITDA margin is
omitted when negative.

(6) Capital expenditures refers to purchases of property and equipment.



MANAGEMENT'S DISCUSSION AND ANALY SIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS OF CABLEUROPA

You should read the following information together with our audited consolidated financial statements and the related notes included in
this offering memorandum beginning on page F-1. This discussion may contain forward-looking statements, including those described in the
"Information Regarding Forward-Looking Statements' section above, that involve risks and uncertainties. Our actual results could differ
materially from those anticipated in these forward-looking statements as a result of, among others, the factors described in the "Risk Factors'
section above and dsewhere in this offering memorandum. Except as may be required by applicable law, we will not publicly update any
forward-looking statements for any reason, even if new information becomes available or other events occur in the future.

Overview

We are aleading provider of integrated tel ephony, broadband Internet, and cable television servicesto residential and business customers
in Spain. We commenced operations in 1998 and, since that time, have pursued a strategy of rapid penetration generating multiple revenue streams
to grow our business. As of December 31, 2003, we had 581,345 residentia customers and 13,133, primarily small and medium-sized business
customers. During the year ended December 31, 2003, we generated revenue of €358.6 million and EBITDA of €102.1 million, resulting in an
EBITDA margin of 28.5%. During the nine months ended September 30, 2003, we generated revenue of €257.5 million and EBITDA of
€67.9 million, resulting in an EBITDA margin of 26.4%. During the three months ended December 31, 2003, we generated revenue of
€101.1 million and EBITDA of €34.2 million, resulting in an EBITDA margin of 33.8%.

Our 862 megahertz hybrid fiber coaxial network provides a high speed, high capacity, two-way communications pathway with direct
access to our customers. As of December 31, 2003, our backbone network extended 6,362 route kilometers and our local networks extended 6,992
route kilometers, passing over 2.0 million homes. Our current addressable market is 5.6 million homes and 0.7 million businesses, representing
approximately 27% of the 20.8 million homes and 25% of the 2.8 million businesses in Spain. We believe our franchise areas, especially those in
our Mediterranean cluster, are growing rapidly both in the number of homes constructed each year and in gross domestic product per capita. We
are continuing to expand our network in areas with attractive revenue potential.

Factors Affecting Our Business

Our residentia services accounted for 91.8% of our total revenues for the year ended December 31, 2003. Business services accounted
for the remaining 8.2% of our total revenues for the year ended December 31, 2003.

The following table sets forth certain information with respect to our network and services and the percentage change from period to
period for each of the periods indicated.

As of and for the Year Ended

December 31, Percentage Change
2001 2002 2003 2001/2002 2002/2003

Residential:

HOMES PASSEU .......o.ooovveeeeee s ess s 1,399,514 1,760,744 2,003,233 25.8 13.8

Homes released to marketing 1,111,158 1,469,061 1,743,266 322 18.7

Percentage of homes passed .........coceevrivenienie e 79.4% 83.4% 87.0%

TS (e s IO 30.1% 32.7% 33.3%

(7o 1= £ 333,997 480,296 581,345 43.8 21.0

ARPU (iN€UINO)™ ... 457 50.7 54.1 10.9 6.7

RGUSP ... eseenee e esss s 626,374 887,504 1,082,715

RGUS PEr CUSIOMENS .....coiiiciieiieiiie e 1.88 1.85 1.86

CHUM e 12.9% 12.1% 13.7%

Revenue (in euro Millions) .......c.coveeeveineneiieene e 135.7 2345 329.3 72.8 40.4
Business

(T 1= £ 4,829 8,648 13,133 79.1 51.9

ARPU (iN€UINO)™ ... 278.0 205.0 229.0 (26.3) 11.7

Revenue (in euro Millions) .......c.coveeeveineneiieene e 7.9 19.0 29.3 140.5 54.2
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(0] ARPU is the monthly ARPU for the fourth quarter in each of the periods presented in the table. For a definition of ARPU see
"Presentation of Financial and Other Data—Certain Operational Definitions."

2 RGUs are revenue generating units where each customer is counted as a revenue generating unit for each service for which such
customer subscribes. See "Presentation of Financia and Other Data—Certain Operational Definitions.”

3 Churn is a measure of the number of customers who stop using our services. For a definition of churn see "Presentation of Financial and
Other Data—Certain Operational Definitions.”

The following are the key factors affecting our business:

Customers. Our residential customer base (which incudes small office and home office customers) increased by 21.0% and 43.8% in 2003 and
2002 respectively, reaching 581,345 customers as of December 31, 2003. This growth in residential customers reflects three factors: (i) increasein
the number of homes passed, (ii) increase in the percentage of homes passed that have been released to marketing and (iii) the growth in the
penetration of homes released to marketing. We have continued to build-out our network and increased the take-up of services in areas already
built-out, which passed 2,003,233 homes as of December 31, 2003 compared to 1,760,744 homes as of December 31, 2002 and 1,399,514 homes
as of December 31, 2001. In addition, the growth in customers reflects the improved efficiency with which we are able to release to marketing the
homes passed, reaching 87.0% in 2003 versus 83.4% and 79.4% in 2002 and 2001, respectively. Penetration increased to 33.3% as of
December 31, 2003, as compared with 32.7% as of December 31, 2002 and 30.1% as of December 31, 2001.

We continue to focus on improving our customer service and enhancing our service offerings to existing and new customers in an effort to
manage our customer churn rate. Our churn rate was 13.7% in 2003 as compared with 12.1% in 2002 and 12.9% in 2001. We believe the increase
in customer churn, particularly with respect to customer churn in 2003, reflects the impact of price increases during the periods.

Our focus on marketing to small and medium sized enterprises has resulted in an increase in our business customer base to 13,133
customers as of December 31, 2003 from 8,648 and from 4,829 as of December 31, 2002 and December 31, 2001 respectively.

ARPU. ARPU is a measure we use to evaluate how effectively we are realizing revenues from each of our customers. We have increased ARPU

for residential services by 18.4% to €54.1 for the fourth quarter of 2003 from €50.7 for the fourth quarter of 2002 and €45.7 for the fourth quarter
of 2001. This increase is attributable primarily to increased prices for many of our services. In addition, ARPU for residential services has
increased as the proportion of our total residential customers subscribing to higher value broadband Internet access and digital television services
has increased. We believe that our ability to offer bundled services packages which include a combination of some or all three of our services is
proving attractive to our existing customer base and increases our ARPU for residential services by facilitating the sale of multiple services to each
customer.

We have increased ARPU for business services to €229.0 for the fourth quarter of 2003, reflecting the introduction of our business
bundled services and increased subscription by our business customers for sophisticated business products. ARPU for business services for the
fourth quarter of 2002 decreased to €205.0 from €278.0 ARPU for the fourth quarter of 2001. This decrease reflected the increased number of
small and medium sized enterprises in our customer base during 2002 which reduced the impact of severa large corporate customers acquired in
connection with our acquisition of Telia Iberiain 2001.

RGUs. Aswith ARPU, we use RGUs per customer as a measure of how effectively we are realizing potential revenues from each customer. We

encourage our residential customers to subscribe to more than one service by offering a variety of packages, each of which includes a variable
combination of telephony, Internet and cable television services at a price that is generally lower than the aggregate price of these services
purchased on an individual basis from us or our competitors. We aso offer our business customers packages that incude a combination of voice
and data services. As of December 31, 2003, approximately 18% of our total residential customers received three services and approximately 68%
received either two or three services. However, while ARPU for residential services has increased during the periods under review, RGUs per
customer have remained relatively stable at 1.86 RGUs per customer as of December 31, 2003 as compared with 1.85 RGUs per customer as of
December 31, 2002 and 1.88 RGUs per customer as of December 31, 2001. We believe that ARPU has grown despite the stability in RGUs per
customer because of the current preference of our customers for bundled services packages incuding telephony and higher value broadband
Internet rather than telephony and cable television.

Results of Operationsfor the Years Ended December 31, 2001, 2002, and 2003

The following table sets forth certain summary financial and operating information and the percentage change from period to period for
each of the periods indicated.

Year Ended December 31, Percentage Change
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2001 2002 2003 2001/2002 2002/2003
(euroin millions)

REVENUES ..ottt 143.6 2534 358.6 76.5 415
OPErating EXPENSES ......eiueeeeriertereeereerteenreeresseeereeseeeneeseeanee s (295.4) (341.6) (363.2) 15.6 6.3
OPEraEING TOSS .....veiviei et (151.8) (88.2) (4.6) (41.9) (94.8)
Amortization of gOOAWIll ..........ccoeeriiiiniiiie e (13.8) (13.9) (13.9) (2.9) —
Net financial expense.........cocceovveeeeveeennenns (146.9) (96.8) (130.2) (34.1) 345
Net extraordinary income/(expense) 3.3 (171.8) 298.2 n/a n/a
Profit/(loss) before income tax and minority interests....... (315.7) (370.2) 150.0
Income tax credit/(Charge) .......ovevereeeeeeie e 97.1 174.7 (53.0)
Profit/(loss) before minority inter ests (218.6) (195.5) 97.0
Loss attributed to minority iNterest .........cocoveveeeeveineenienenn 17 0.8 —
Net profit/(10ss) for theyear ........cccceiivieniieneneiene (216.9) (194.6) 97.0

Revenues

Our revenues are derived from residential services (which are comprised of revenue from residential telephony, residential Internet and
cable television services) and business services (which are comprised of voice and data services to business customers mainly in our franchise
areas).

Our revenues have increased during the periods under review. The following table sets forth our revenues derived from residential
services and business services, their proportion of total revenues and the percentage change from period to period for each of the periods indicated.

Year Ended December 31, Percentage Change

2001 2002 2003 2001/2002 2002/2003
(euroin millions, except per centages)

Residential SErVICES.........cuivieiereriieee s 135.7 2345 329.3 72.8 40.4
Proportion of total revenues.............cooeieeeienieeneninesee 94.5% 92.5% 91.8% — —
BUSINESS SEIVICES ...t e 7.9 19.0 29.3 140.5 54.2
Proportion of total revenues.............cooeieeeienieeneninesee 5.5% 7.5% 8.2% — —
TOtal FEVENUES.......cviiiieicieeeeeei e 143.6 253.4 358.6 76.5 415

Revenues from business services have increased as a proportion of our total revenues during the periods under review. This reflects the
continued build-out of our network and our focus on marketing to the small and medium sized enterprise market. We expect that the proportion of
our total revenues derived from business services will continue to increase.

Residential Services

Revenues derived from our residential services increased during the periods under review. The principal factors behind the increase in
our revenue have been the substantial increase in our residential customer base due to the continued build-out of our network, the continued
increase in penetration, increased prices for many existing services and the introduction of new higher value services. While telephony services
continued to account for the largest portion of our revenues, the substantial increase in revenue from broadband Internet services and the launch of
our digital television services have a so had an impact on our revenues.

The following table sets forth revenues from each of our residential services and the proportion of total residential revenues generated by
each service for each of the periods indicated.

2001 2002 2003 2001/2002 2002/2003
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(euroin millions, except per centages)

Residential telephony..........cooeiienniiiiicec s 79.3 1331 184.0 67.8 38.2
Proportion of total residential revenue 58.4% 56.8% 55.9% — —
Residential INErNEL..........ceovieieeiec s 18.1 39.1 62.3 116.0 59.3
Proportion of total residential revenue...........ccoccoeeevenieneee 13.3% 16.7% 18.9% — —
CableteleVISION ... 38.3 62.3 83.0 62.7 33.2
Proportion of total residential revenue...........ccoccoeevvenienneee 28.2% 26.5% 25.2% — —
Total residential reveNUEe.........ccoecveece i 135.7 2345 329.3 72.8 40.4

Residential Telephony. Our residential telephony revenues are comprised of monthly fees for line rental, usage charges, initial connection charges
and fees for other tel ecommunications services, induding charges for additional value added services.

The following table sets forth certain information with respect to our residentia telephony services and the percentage change from
period to period for each of the periods indicated.

Asof and for the Year Ended December 31,  Percentage Change

2001 2002 2003 2001/2002 2002/2003
Residential Telephony:
CUSLOMENS....c.oeeieeneiieeeieeeenes 308,056 448,926 544,271 457 21.2
Penetration.........ccocovvvreeneeennns 27.7% 30.6% 31.2% — —
ARPU (ineuro)® .......ccoooev.... 28.4 30.8 314 8.5 1.9
Revenue (in euro millions) 79.3 133.1 184.0 67.8 38.2
(0] ARPU is the monthly ARPU for the fourth quarter in each of the periods presented in the table. For a definition of ARPU see

"Presentation of Financial and Other Data—Certain Operational Definitions."

Revenue from residential telephony services increased by 38.2% in 2003 and by 67.8% in 2002. The increase in 2003 primarily reflects
the increase in our total residential telephony customer base as we continued to build-out our network, and the increase in penetration to 31.2% as
of December 31, 2003, as compared with 30.6% as of December 31, 2002. ARPU during the fourth quarter of 2003 increased by 1.9% as compared
with ARPU during the fourth quarter of 2002. The relative stability of ARPU during the period reflects increased monthly line charges offset by
reduced call tariffs.

The increase in revenue derived from residentia telephony during the year ended December 31, 2002 primarily reflects the increase in
our total residential telephony customer base and the increase in penetration to 30.6% as of December 31, 2002 as compared to 27.7% as of
December 31, 2001. In addition, ARPU increased by 8.5% during the fourth quarter of 2002 as compared with the fourth quarter of 2001
principally as a result of an increase in monthly line rental charges.

Residential Internet. Revenues from Internet services are derived mainly from fixed monthly fees and sales of cable modems.

The following table sets forth certain information with respect to our Internet services and the percentage change from period to period
for each of the periods indicated.

Asof and for the Year Ended December 31, Percentage Change

2001 2002 2003 2001/2002 2002/2003
Residential Internet:
Customers
NATOWDANG.......oiieiee e e 48,964 24,317 12,619 (50.3) (48.1)
broadband...........ccceoceeiieie e 37,155 117,305 186,447 215.7 58.9
TOAl oo 86,119 141,622 199,066 64.4 40.6
Penetration
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narrowband 4.4% 1.7% 0.7% — —

broadband 3.3% 8.0% 10.7% — —

Totd ........... 7.7% 9.7% 11.4% — —
ARPU (in euro)®

all INLENEL SEIVICES.......vvcreieiireee e 26.2 30.2 32.7 153 8.3

NATOWDANG. ..o 16.1 194 255 205 314

Broadband .........ccceeriiiieeee e 40.1 33.0 333 7.7 0.9
Revenue (euro in Millions) .........cceeeieeiriiennneene e 18.1 39.1 62.3 116.0 59.3
(0] ARPU is the monthly ARPU for the fourth quarter in each of the periods presented in the table. For a definition of ARPU see

"Presentation of Financial and Other Data—Certain Operational Definitions."

The increase in revenues during the periods under review principally reflects the increase in our customer base, higher total Internet
penetration and the increasing proportion of broadband Internet customers. Our total Internet penetration increased to 11.4% in 2003 from 9.7%
and 7.7% in 2002 and 2001, respectively. The increase in penetration primarily reflects the acquisition of new broadband Internet customers. As of
December 31, 2003, approximately 93.7% of our total Internet customers subscribed to broadband Internet services as compared with
approximately 82.8% as of December 31, 2002 and 43.1% as of December 31, 2001. We believe that broadband Internet services are an
increasingly popular service for our customers and expect our penetration for this service to increase. ARPU for broadband Internet services during
the fourth quarter of 2003 was significantly higher than ARPU for narrowband Internet services for the same period. However, ARPU for
broadband Internet services came down to € 33.3 during the fourth quarter of 2003 as compared with €40.1 during the fourth quarter of 2001. As
our customers typically purchase rather than rent their cable modems, the impact of the purchase price on ARPU was greater in 2001, when the
proportion of new customers to total customers was substantially higher than in 2002 and 2003. While we continue to provide narrowband Internet
service to our existing customers, we do not actively market this service to new customers. We are currently offering to migrate existing
narrowband Internet customers to our broadband Internet service free of charge. Accordingly, we expect the number of our narrowband Internet
customers to decrease and the proportion of customers using broadband Internet services to continue to increase in future periods.

Cable Television. Our cable television revenues are mainly derived from fixed fees, such as monthly subscription fees for basic and premium
services, set top box rental charges and variable fees for pay-per-view services.

The following table sets forth certain information with respect to our cable television services and the percentage change from period to
period for each of the periods indicated.

Asof and for the Year Ended December 31, Per centage Change
2001 2002 2003 2001/2002 2002/2003
Cable Television:
Customers
anal og services 232,199 296,956 296,095 27.9 (0.3
digital services — — 43,283 — —
TOA oo 232,199 296,956 339,378 27.9 14.3
Penetration
ANAlOF SENVICES. ...ttt 20.9% 20.2% 17.0% — —
digital SErVICES......eeieiiee et — — 2.4% — —
TOA oo 20.9% 20.2% 19.4% — —
ARPU (in €UI0) ™ ..o 18.0 21.2 231 17.8 9.0
Revenue (in euro Millions) ........cccovieeericenenieene e 38.3 62.3 83.0 62.7 33.2
(0] ARPU is the monthly ARPU for the fourth quarter in each of the periods presented in the table. For a definition of ARPU see

"Presentation of Financial and Other Data—Certain Operational Definitions."

The increase in revenues derived from cable television services during the year ended December 31, 2003 is principally due to the
increase in our cable television customer base, and to the introduction of higher priced digitd television services during the period. Tota
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penetration of cable television services dedined dightly to 19.4% as of December 31, 2003 as compared to 20.2% as of December 31, 2002 and
20.9% as of December 31, 2001. As of December 31, 2003 approximately 12.8% of our total cable television customers were digital customers.
ARPU increased during the fourth quarter of 2003 as compared with the fourth quarter of 2002 due to the introduction of higher priced digital
television services and the growing use of pay-per-view television services by our digital television customers following our launch of near-video-
on-demand services.

The increase in revenues derived from cable television services during the year ended December 31, 2002 principally reflects the growth
of our cable television customer base. ARPU for the fourth quarter of 2002, increased to €21.2 as compared with ARPU for the fourth quarter 2001
of €18.0. Theincrease in ARPU primarily reflects the effect of price increases during the period.

Business Services

Revenues from business services are derived from fees paid by business customers, principally small and medium sized enterprises, for
voice and data services, which we offer individually or as a package, and from tel ephony usage. Our focus on marketing to small and medium sized
enterprises during the periods under review has resulted in an increase in our business customer base to 13,133 customers as of December 31,

2003 from 8,648 as of December 31, 2002 and 4,829 as of December 31, 2001.

As of and for the Year Ended

December 31, Percentage Change
2001 2002 2003 2001/2002 2002/2003
Business:
CUSEOMET'S ...ttt er ettt ene s 4,829 8,648 13,133 79.1 51.9
ARPU (in €UI0)™ ... 278.0 205.0 229.0 (26.3) 11.7
Revenue (in euro Millions) .........cceeeiieiriienniienee e 7.9 19.0 29.3 140.5 54.2
(0] ARPU is the monthly ARPU for the fourth quarter in each of the periods presented in the table. For a definition of ARPU see

"Presentation of Financial and Other Data—Certain Operational Definitions."

The increase in revenues from business services during the year ended December 31, 2003 principaly reflects the increase in our
business services customer base as a result of the continued development of our network and an increased focus on acquiring small and medium
sized enterprise customers. The increase in customers also reflects the introduction of our Oficina ONO bundled services, which offers different
combinations of telephony and broadband Internet services to our business customers. ARPU increased by 11.7% during the fourth quarter of 2003
as compared with the fourth quarter of 2002 reflecting the growth in the number of customers taking more sophisticated tailored products.

While revenues from business services also increased substantially during the year ended December 31, 2002, reflecting a significant
increase in our business services customer base during the period, ARPU during the fourth quarter of 2002 declined by 26.3% as compared with
ARPU during the fourth quarter of 2001. This decrease refl ected the increased number of small and medium sized enterprisesin our customer base
during 2002 which reduced the impact of several large corporate customers acquired in connection with our acquisition of Telialberiain 2001.

Operating Expenses

Our operating expenses are comprised of cost of services; selling, general and administrative expenses; costs capitalized as property and
equipment and start-up costs; restructuring expenses; broadcast rights amortization; and depreciation and amortization. The following table sets
forth our operating expenses and the percentage change from period to period for each of the periods indicated.

Asof and for the Year Ended

December 31, Percentage Change
2001 2002 2003 2001/2002 2002/2003
(euroin millions)

COSE OF SEIVICES. ..uviitieiieeiie ettt er et eb bttt se e en s 74.3 85.7 105.6 153 23.2
Selling, general and admMiNi SEratiVe. ........c.eeiueeiiiieie e 188.5 180.8 166.1 (4.2) 8.1
Cost capitalized as property and equipment and start-up costs ................. (61.8) (28.9) (15.2) (53.2) (47.4)
Broadcast rightS amOrtiZatiOn.........c.ceeeeeereenieree e 45 5.7 4.2 26.7 (26.3)



Depreciation and amortiZatiON............ccueeeeiienere e 80.8 98.3 102.5 21.7 4.3
Restructuring and other related expenses 9.1 0.0 0.0 (100.0) 0.0

Total OPErating EXPENSES ......ccuvuveeereeererre e s esrerereere e senreere e nenees 2954 341.6 363.2 15.6 6.3

Our operating expenses increased by 6.3% during the year ended December 31, 2003 to €363.2 million as compared with € 341.6 million
during the year ended December 31, 2002 and by 15.6% from €295.4 million during the year ended December 31, 2001. The reduced rate of
growth of our operating expenses reflects our continued efforts to control operating expenses and reduce cost of services as a proportion of revenue.

Cost of Services. Cost of services principally consists of interconnection and backbone network costs for telecommunications services, Internet
connectivity costs, the cost of the cable modems we sell and programming fees for cable television programming services. Interconnection costs for
telephony services are generated by calls made by our customers that terminate outside our network. Internet connectivity costs mainly consist of
fees for the bandwidth used for our Internet transit outside of Spain. Cable television programming fees consist primarily of fees paid to
commercial broadcasters to distribute their cable television content and fees paid to distribute movies and soccer on a pay-per-view basis. Cost of
services increased steadily during the periods under review, which reflects the continued expansion of our business. However, our cost of services
have decreased as a percentage of total revenues to 29.4% for the year ended December 31, 2003 as compared to 33.8% for the year ended
December 31, 2002 and 51.7% for the year ended December 31, 2001. These decreases reflect economies of scale which have reduced our costs of
interconnecting our telephony services, the renegotiation of contracts for Internet transit and cable television programing and the increased
proportion of higher margin products, such as broadband Internet services, within our portfolio of services offered.

Sling, General and Administrative Expenses. Selling, general and administrative expenses consist principally of expenses related to wages and

sdaries, and other operating expenses, including rental expenses, professional services, marketing and selling expenses, network operation and
maintenance, information systems, administrative overhead and billing costs. Selling, general and administrative expenses declined in absolute
terms during the periods under review, and consequently declined more significantly as a percentage of total revenues. As a percentage of total
revenues, selling general and administrative expenses were 46.3% in 2003, as compared with 71.3% in 2002. Selling genera and administrative
expenses exceeded revenues in 2001. The continued reduction in selling genera and administrative expenses as a percentage of revenues reflects
our focus on cost management despite the continued expansion of our business during the periods under review. In particular, wages and salaries
and related social security expenses decreased by 2.0% during the year ended December 31, 2003 and by 7.6% during the year ended
December 31, 2002 principally as a result of a regulated reduction of the workforce pursuant to which 236 employees were made redundant during
2002 and an additional 86 employees during 2003. In addition, we have reduced expenses relating to professional services and marketing and
selling expenses during the periods under review. These decreases were offset by increased expenses relating to network operation and
maintenance and customer service costs which continued to grow in line with the increase in the size of our networks and our customer base,
although they decreased as a percentage of total revenues as we have leveraged the fixed cost nature of our business.

Costs Capitalized as Property and Equipment and Sart-up Costs. We capitalize direct labor costs associated with the development and
congtruction of our network. The decrease in costs capitalized as property and equipment and start-up costs during the periods under review
reflects the slowdown in our network build-out as we complete the build-out of our network, as well as the change in our cost capitalization policy
discussed under "—Critical Accounting Policies' bel ow.

Restructuring and Other Related Expenses. We did not recognize any restructuring or other related expenses during the years ended
December 31, 2003 and 2002. Restructuring and other related expenses during the year ended December 31, 2001 consisted primarily of
restructuring expenses related to the downsizing of certain of our activities, including the discontinuation of the activities of ONOLab, an Internet
content devel opment subsidiary.

Broadcast Rights Amortization. Broadcast rights amortization principally relates to agreements entered into in 1999 for the supply of Spanish
soccer pay-per-view programming. The agreements expired during the year ended December 31, 2003. Because the agreements provided broadcast
rights to be used in periods extending over more than one year, the cost of the broadcast rights to be used in the future were initially accounted for
as intangible assets and the corresponding amortization expenses were charged to our profit and loss account on a straight-line basis over the term
of the agreement. Currently, none of our television programming contracts, including the extension of the agreement for the supply of soccer pay-
per-view programming which terminates in 2009, require up-front payments and, accordingly there are no outstanding broadcast rights to be
amortized.

Depreciation and Amortization. Depreciation and amortization expense is principally related to the depreciation of our network, customer
premise equipment and installation costs incurred in connection with the addition of new subscribers, and to the amortization of intangible assets.
We depreciate our assets on a straight-line basis and use estimated useful lives of ten to twenty-five years for our networks, and six to seven years
for our customer premise equipment. The increase in depreciation and amortization expense reflects our continuing investment in property, plant
and equipment as we continue the construction of our network.
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Operating Loss

We calculate operating |0ss as revenue minus operating expenses. Operating |osses decreased by €83.6 million to €4.6 million during the
year ended December 2003 and decreased by €63.6 million to € 88.2 million during the year ended December 31, 2002. The decrease in operating
losses in 2003 and 2002 reflects the increase in revenues which outweighed the increase in operating expenses during the periods under review.

Amortization of Goodwill

Prior to November 1999, Cableuropa owned between 28% and 89% of its cable and telecommunications subsidiaries. The remaining
interests were held by Spanish Telecommunications Limited S.ar.l. ("Spaincom") and various other minority sharehol ders comprised principally of
regional financial institutions, regional media groups and local businesses. In 1999, Cableuropa started a reorganization process to merge its
operating subsidiaries into Cableuropa and to simplify its shareholder structure. Between 1999 and 2001 most of the minority shareholders, as well
as Spaincom, exchanged their interest in the relevant subsidiary for ordinary shares of Cableuropa. Thereafter, our wholly owned operating
subsidiaries were merged into Cableuropa, which acquired al of their assets and liabilities.

We amortized €13.4 million of goodwill during the year ended December 31, 2003, in line with the amortization of goodwill in the prior
period. We amortized €13.4 million and €13.8 million in goodwill during the years ended December 31, 2002 and 2001, respectively. See "—
Critical Accounting Policies—Goodwill" for additional details.

Net Financial Expense

Net financial expense is comprised of financia expense net of financial income. The following table sets forth these items and the
percentage change from period to period for each of the periods indicated.

Asof and for the Year Ended
December 31, Percentage Change
2001 2002 2003 2001/2002 2002/2003
(euroin millions)
FINaNCial INCOME.......cueieiiiiiiieeiee et 2.7 74.2 33 779 (95.6)
FiNanCial EXPENSE.......ccveuiieeeririe ittt (188.6) (170.9) (133.6) (9.9 (21.8)
Net financial EXPENSE .....c.eiiiicei s (146.9) (96.8) (130.2) (34.2) 345
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Financial Income

Financial income decreased by 95.6% during the year ended December 31, 2003 to €3.3 million, as compared to €74.2 million during the
year ended December 31, 2002. This decrease primarily reflects the effect of our re-assesment of the value of the Equity Vaue Certificates
("EVCs") in 2002. EVCs entitle the holder to a cash payment linked to the value of our ordinary shares that is payable in certain limited
circumstances, most significantly an initial public offering of our ordinary shares. We assess the value of the EVCs at the end of each quarter and
we recognize the gain or loss associated with any decrease or increase in the related liability as financial income or expense, as the case may be.
During the year ended December 31, 2002 we assessed the value of our EVC liability in a manner consistent with the significant reduction in
worldwide valuations of cable assets. The resultant decrease in our EVC related liability resulted in the recognition of €51.5 million of financial
income during the year ended December 31, 2002.

Financial income increased by 77.9% during the year ended December 31, 2002 to €74.2 million principally as a result of the decrease in
value of our EVC liability, as well as to realized foreign exchange rate gains.

Financial Expense

Financial expense decreased by 21.8% during the year ended December 31, 2003 to €133.6 million, as compared to €170.9 million
during the year ended December 31, 2002. This decrease was principally due to lower interest expense following the cancellation of a significant
proportion of our Existing Notes as a result of our recapitalization transaction described below, partially offset by aloss on its associated foreign
exchange derivative instruments, and by increased interest expense associated with the increased drawings under our Senior Bank Facility and by
the interest on the GCO Loan. Financial expense decreased by 9.4% during the year ended December 31, 2002 to €170.9 million, as compared to
€188.6 million during the year ended December 31, 2001. This decrease principally related to beneficial movements in the exchange rate between
the euro and the dollar.

Net Extraordinary |ncome/(Expense)

We recoghized net extraordinary income of €298.2 million during the year ended December 31, 2003. The principal components of this
net extraordinary income were:

. Extraordinary income of €313.6 million resulting from the cancellation of the purchased Existing Notes in February 2003, as
explained below;

. Extraordinary expense of €14.4 million related to the write-off and provision for depreciation of tangible assets; and

. Extraordinary expense of €6.2 million related to the write-off and provision for depreciation of intangible assets,

We recognized net extraordinary expense of €171.8 million during the year ended December 31, 2002. The principal components of this
net extraordinary expense are:

. Extraordinary expense of €139.9 million related to the write-off of capitaized start-up costs;

. Extraordinary expense of €34.3 million related to the depreciation of analog set-top boxes ("decoders") in anticipation of the
introduction of digital television;

. Extraordinary expense of €10.9 million relating to a provision in connection with our decision to discontinue our operations in
Portugal; and
. Extraordinary income of €16.7 million relating to the accounting application of the provision for potentia future costs under

our phantom stock option plan.
We recognized no significant net extraordinary expense or income during the year ended December 31, 2001.
Income Tax
Since it commenced operations, the ONO Group has incurred losses in every year except 2003 and recognizes tax credits in its financia
statements. During the year ended December 31, 2003, we had a taxable profit of € 164.3 million, as a result of extraordinary income during the
period, which we expect will reduce our tax loss carryforwards to €943.3 million. As of December 31, 2003 we had net tax credits of €

245.0 million. Under Spanish corporate income tax law, tax losses can generally be carried forward for up to 15 years from the date such losses
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where incurred. We do not anticipate paying any income taxes for the next severa years, as we expect to generate further tax losses in the future,
and our outstanding tax loss carry forwards can be used to offset any future taxable income.

Liquidity and Capital Resources

Our liquidity requirements arise primarily to meet our ongoing debt service obligations and to fund our planned network build-out,
working capital requirements and expected operating losses until the time when we expect to achieve positive cashflow. We do not expect to
achieve positive cashflow before the end of 2005. Our principa sources of funds are cashflow from operations, borrowings under our Senior Bank
Facility and borrowings under other financing agreements. Subject to no material changes in our operations or in our operating environment, we
believe that our sources of funding will be sufficient to fund our liquidity requirements.

We have commenced discussions with a number of banks with regard to the refinancing of our Senior Bank Facility in order to extend
the maturity of this facility and delay the commencement of debt amortizations. We believe that if we are successful in refinancing our Senior Bank
Facility on these terms we will be able to apply our available capital to the continued build-out of our network and the development of our
business.

While we currently expect to complete the refinancing of our Senior Bank Facility by the end of 2004 or early 2005, there can be no
assurance that we will be able to achieve a refinancing of the Senior Bank Facility on terms acceptable to us or at all. See "Risk factors—Risks
Related to our Financial Profile—We may not generate sufficient cash flow to fulfill our debt obligations, including payments related to the
Multi-Borrower Credit Facilities, and the Notes Proceeds Loans."

Recapitalization and Extraordinary Income

Beginning in May 2002 and concluding in February 2003, we effected the cancellation of a significant portion of the Existing Notes
through a series of transactions between GCO, ONO Finance and us, as follows:

. Between May and October 2002, GCO purchased, at a discount to par, approximately €155.0 million in aggregate principal
amount of Existing Notes in the open market;

. On November 20, 2002, GCO announced a tender offer for the Existing Notes, pursuant to which GCO acquired approximately
€378.0 million in aggregate principal amount of Existing Notes;

. On February 13, 2003, GCO transferred approximately € 503.0 million in aggregate principal amount of the Existing Notes it
had purchased (the "Purchased Existing Notes') to us for a total consideration of approximately €164.0 million. This
consideration was comprised of: €47.4 million in cash (which we financed from an additional borrowing of €22.1 million under
our Senior Bank Facility and € 25.3 million in cash released from an escrow account related to the Senior Bank Facility),
€98.5 million from aloan from GCO (the "GCO Loan"), and the cancellation of a pre-existing loan to GCO from us; and

. On February 13, 2003, we transferred the Purchased Existing Notes to ONO Finance in exchange for a reduction in the
principal amount due to ONO Finance under our Multi-Borrower Credit Facilities equal to the aggregate principal amount of
the Purchased Existing Notes. ONO Finance subsequently cancelled the Purchased Existing Notes.

As a result of those recapitalization transactions, we recognized extraordinary income of €313.6 million during the year ended
December 31, 2003.

We also expect to use the proceeds of this offering to purchase additional Existing Notes tendered in the Tender Offer. See "Use of
Proceeds.” Unlike our Recapitalization, the Existing Notes purchased in the Tender Offer will be purchased at a price equal to their principal
amount plus a premium. Accordingly, we do not expect the Tender Offer to result in an extraordinary gain in 2004.

Historical Cashflows

The following table sets forth our historical cashflows for each of the periods under review.

Year ended December 31,
2001 2002 2003
(euroin millions)

Net cash provided/(used) by operating aCtiVItiES..........ccooeiuiiiiriiiiiec e (252.5) (176.8) 49.7



Net cash used by INVESHING BCLIVITIES.........ooi ettt ettt s et n b ens (372.1) (256.6) (195.0)
Net cash provided by financing activities 620.8 424.5 145.1

Net cash provided (used) by operating activities. Our net cash provided/(used) by operating activities has continuously improved in 2002 and
2003, mainly as a result of the improvement in our operating results. Though in 2002 and 2003 we incurred operating losses mainly due to the
effect of depreciation and amortization and other non-cash charges, which do not affecting our net cash provided/(used) by operating activities.

In addition, in 2003 changes in our working capital provided additional cash from operating activities since the decrease in our operating
liabilities was surpassed by the decrease in our operating assets. On the other hand, changes in our working capital in 2002 reduced the
improvement of our net cash provided/(used) by operating activities, mainly due to the increase in our accounts receivable.

Net cash used by investing activities. Cash outflows for investing activities decdined during the year ended December 31, 2003 due to the
€53.1 million decrease in capital expenditures during the year ended December 31, 2003 as compared to the year ended December 31, 2002.

Cash outflows for investing activities declined during the year ended December 31, 2002 due to the €108.0 million decrease in capital
expenditures during the year ended December 31, 2002 as compared to the year ended December 31, 2001.

Net cash provided by financing activities. Net cash provided by financing activities declined during the years ended December 31, 2003 and 2002
due to the enhancement of our cash provided by operating activities and the reduction in our capital expenditures that resulted in a decrease in total
borrowings and the repayment of certain debt, including the repurchase of certain of the Existing Notes.

Capital Expenditures

Our business is capital intensive. We incurred capital expenditures of € 198.6 million, €251.7 million and €359.7 million, during the
years ended December 31, 2003, 2002 and 2001 respectively. This capital expenditures was funded primarily from drawings under our Senior
Bank Facility, shareholder contributions and the proceeds of the 2011 Notes.

In 2004, we anticipate capital expenditure of between €200 million and €220 million. This amount is principaly related to network
build-out, set-top boxes and installations. A substantial portion of this capital expenditure relates to the discretionary extension of our network. In
the short term, we believe we could defer a significant portion of these discretionary costs if liquidity were limited before significant network
performance issues would arise. In the longer term, we would need to continue a certain level of investment to maintain the level of service and
performance we seek to offer our customers.

Financing Arrangements

In addition to cash flow from our operating activities, our other sources of liquidity include short and long term debt facilities and cash on
hand. As of December 31, 2003 our tota indebtedness was approximately € 1,065.7 million, of which €98.5 million was incurred under the GCO
Loan. In addition, we had available but undrawn funds of approximately €186.7 million and cash on hand of approximately € 1.3 million. We
expect to incur additional indebtedness principally from drawings under the Senior Bank Facility to fund net losses (including, as necessary,
interest on the Senior Bank Facility iteself) and the build-out of our networks. The following table sets forth amounts available to us but un-drawn
as at December 31, 2003:

Amount available(euro

Sour ce of financing in millions)

SENIOF BANK FACHTTY ... ettt ettt etttk e b eab e eb e ebe e e e ee e et e s et e mbesbeembeebennb e seannn 160.0
S S U 0 o 1 =SSOSR 1.0
VAT diSCOUNTING FACHTLY ... cvee ettt ettt eb ettt st et e s ae b sh e e s sh e e s b eb e et e eb et ebe e ee e eb e e ee e et e sbesmte s 0.3
Other short term Credit faCiliTIES. .......iivieie e e et e e e s e e e sreeastaeasteeaneessaeanseeansananeaans 25.4
Total aMOUNE AVAIHADIE...........oe et e st e e ettt ae e e e s e e etae et e e teeaeeeataeeneeesteanteeanneeareen 186.7

As of December 31, 2003 we had drawn €515.0 million under our Senior Bank Facility. As of January 1, 2004, the total principal amount
available under the Senior Bank Facility increased to €750.0 million. As of December 31, 2003 we had outstanding performance guarantees
supported by letters of credit issued by a number of Spanish banks in the aggregate amount of €49.8 million. In addition, as of December 31, 2003
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we had €5.6 million of short term credit lines and € 26.1 million of subsidized loans from the Spanish authorities. Our outstanding financial debt
as of December 31, 2003 and the maturity of that financial debt is summarized in the following table:

Maturity
Average
inter est
rate
during Subsequent
Type of deht 2003 2004 2005 2006 2007 2008 years Tatal deht
(euroin millions)

Debt with credit entities
Senior Bank Fagility™...........cooveeeveeeeeereserecesnnnan 5.82% — — — 2452  269.8 — 515.0
VAT discounting faCility ........cccooeeverieiieneniiniens 3.37% 8.2 — — — — — 8.2
"LaCaiXa' 10aN....c.coiviiieeieeee s 3.30% 17 — — — — — 17
FINaNCe Leases........cocvevvervinieeiiciee e 4.74% 0.2 — — — — — 0.2
Short term credit 1INes........ccccoiieiiinecicceceee 3.48% 5.6 — — — — — 5.6
Total debt with credit entities............ccoeevieiene 15.6 — — 2452 269.8 — 530.6
Other debt ..o
Debt related to issues of Existing Notes®... — — — — — 410.4 410.4
State subsidies 0.7 3.7 5.3 5.3 5.2 6.0 26.1
GCOLOAN ... 7.5% — — — — — 98.5 98.5
Total other debt........covvieiveirene 0.7 3.7 5.3 5.3 5.2 514.8 535.0
Total short and long term debt 16.3 3.7 5.3 250.6 274.9 514.8 1,065.7
(0] Maturity of the Senior Bank Facility assumes that its € 655 million Facility D is completely drawn at itsfinal availability date.

2 Debt related to issues of Existing Notes denominated in USD have been converted applying the official exchange rate published by the
ECB on December 31, 2003 of €1.00 = $1.2630.

3 GCO has confirmed that Cableuropa will convert the GCO Loan into common stock of Cableuropa. See "Offering Memorandum
Summary—Recent Devel oppments—Conversion of the GCO Loan and Partici pative Loans into Common Stock of Cableuropa.”

For additional information regarding the foregoing debt agreements see "Description of Other Indebtedness.”
Tabular Disclosure of Contractual Obligations

Our estimated contractual obligations (other than our outstanding financial debt discussed above) as of December 31, 2003, are shown in
the table below:

Payments due by period
Lessthan Morethan
lyear 1-3years 35 years Syears  Total
(euroin millions)
SWAD AGMEEMENS™Y........eeoeeeeee e s e see s 17.9 0.9 — — 18.9
Lease OBligationS ........cveuereeeriiire sttt 15.7 243 137 65.0 118.7
Purchase obligations.................. 20.8 21.7 12.9 39 59.3
Equity Value Certificates — — — 255 255
TOMA et 54.4 46.9 26.6 94.4 222.2




(0] See "Off-Balance Sheet arrangements—Currency Swap" below.

A number of these contracts are subject to changes related to variables such as the length, price and payment conditions, inflation,
foreign exchange rate variations, as well as other factors that may cause the amounts in the table above to vary.
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Lease obligations Lease obligations relate to operating leases including fiber-optic network leases from RENFE and Iberdrola, and office and
network related real estate leases. Purchase obligations Purchase obligations principally relate to cable televison programming purchase
obligations, customer premise equipment purchase commitments and commitments with our network equipment and construction suppliers. These
commitments include €24.8 million for the purchase of tangible assets. Equity Value Certificates ("EVCs") In connection with the issue of the
2009 Notes and the 2011 Notes, ONO Finance issued EV Cs. The EVCs entitle their holders to receive cash in an amount equal to the market value
of a fixed number of our shares. The percentage of our share capital to which the holders of EVCs are entitled can be diluted under certain
circumstances. The EVCs mature on May 31, 2009 and February 15, 2011. However, in certain circumstances (such as an initial public offering of
Cableuropa) we may be required to redeem the EVCs prior to their maturity.

The EVCs are guaranteed on a senior subordinated basis by Cableuropa, which entered into arelated EVC funding agreement with ONO
Finance. Pursuant to the EVC funding agreements we received the net proceeds of the EVCs in return for our commitment to pay ONO Finance an
amount at least equivalent to the amount payable by ONO Finance to the EVC holders at maturity.

At the time of each EVC issue and each EVC funding agreement, we accounted for a liability in an amount equal to the EV C proceeds
received. The current value of the liability depends on the estimated market value of our shares, and accordingly the book value of these liabilities
are subject to change. The resulting gain or loss in the book value of our EVCsis recognized as other financia income or expense in our profit and
loss account. We value the EV Cs at the end of each quarter and we recognize the gain or loss associated with the decrease or increase in the related
liability as financial income or expense, as the case may be. As of December 31, 2003 the EVCs were valued at €25.5 million.

Off-Balance Sheet Arrangements
Currency Swap

In July 2002 the ONO Group entered into a swap agreement, with Deutsche Bank as counterparty, to hedge 50% of the coupon payments
on the principal amount originally issued of the 2011 USD Notes until their first call date in February 2006. The dollar to euro exchange rate
resulting from the swap agreement is €1.00 = $0.9538. For more information and fair value analysis, see "—Quantitative and Qualitative
Disclosure about Market Risk."

Guarantees

We have secured guarantees from Spanish credit institutions that guarantee our compliance with specific network construction
commitments under our cable television and telecommunications licenses as well as our repayment of the State subsidies. These guarantees were
granted to, among others, the Spanish Ministry of Industry, Tourism and Commerce, City Councils and other organizations. As of December 31,
2003, our guarantees amounted to €49.8 million, out of which €21.6 million were guarantees for the repayment of the State subsidies. As aresult
of the partial conversion of cable telecommunications licenses into telecommunications service licenses, €16.0 million of these guarantees were
cancelled during the first quarter of 2004 and a further €1.8 million are expected to be cancelled during the second quarter of 2004.

Resear ch and Development, Patents and Licenses

Our research and development activities involve the analysis of technological developments affecting our telephony, Internet and cable
television services, the evaluation of existing service and sales and marketing techniques and the development of new sales and marketing and
techniques. We have been granted research and development subsidized |oans by the Ministry of Industry, Tourism and Commerce (Ministerio de
Industria, Turismo y Comercio) and CDTI (Centro para el Desarrollo Tecnol 6gico Industrial) for the devel oppment of our broadband internet portal,
our digital television platform, our IP network for video services, our digital television services and other research and devel opment projects such
as telemedicne, tele-security and tele-sales platforms. Research and development costs are expensed as incurred and the related capital
expenditures, to the extent they are used for our operations, are included in the relevant property, plant and equipment line item, as appropriate.

We do not have any materia patents or copyrights nor do we believe that patents play a material role in our business. We own and have
the right to use registered trademarks, which are of material importance to our business, including the "ONO" logo. We have also been granted
concessions for our cable franchises in Spain. We incurred license costs in connection with these franchises that are recorded in our balance sheet
asintangible assets. As of December 31, 2003, the net book value of these license costs was € 5.6 million.

Quantitative and Qualitative Disclosure about Market Risk

Market risk represents the risk of changes in the value of financial instruments, derivative or non-derivative, caused by fluctuations in
foreign currency exchange rates and interest rates.

It is our treasury policy to monitor and manage exposure to variable interest rate risk and foreign currency exchange rate risk by
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managing the amount of our outstanding variable interest bearing debt and foreign currency liabilities. In order to reduce such interest rate risk and
foreign currency exchange rate exposure, and as market conditions warrant, we and our affiliates may enter into currency or interest rate hedging
transactions and may purchase or trade the Notes or the Existing Notes from time to time in privately negotiated or open market transactions using
funds available to us.

Interest Rate Sensitivity

Borrowings under our Senior Bank Facility bear interest at a floating rate determined by reference to EURIBOR plus a margin, which
currently ranges from 3.0% to 4.5% depending on the tranche. In addition, our other outstanding debt with credit entities, usually bear interest at
EURIBOR plus a margin. Accordingly, as at December 31, 2003 we had variable interest rate debt outstanding of €515.0 million and exposure to
risk due to fluctuations of interest rates.

In addition, to our outstanding variable interest bearing debt, the Floating Rate Notes offered in this offering memorandum will also bear
interest a a floating rate. Historically, we have not entered into interest rate swap agreements to hedge our exposure to variable interest rate
obligations. However, it is our current intention to enter into interest rate hedging transactions with respect to some or al of our variable interest
rate debt following compl etion of this offering.

Foreign Exchange Rate Sensitivity
2009 and 2011 USD Notes

The table bel ow shows the annual payments of interest and principa on our outstanding foreign currency denominated debt.
Expected maturity date
Fair
yalue(l)(euro

2004 2005 2006 2007 2008 Thereafter Total inmillions)
(USD in millions)

Interest payments on the 2009 USD

NOES ... (12.0) (12.0) (12.0) (12.0) (12.0) (6.0 (65.9)
Interest payments on the 2011 USD

NOES ... (11.7) (11.7) (11.7) (11.7) (11.7) (29.2) (87.7)
2009 USD NOLES......ccvvvvriiirreeneens — — — — — (92.1) (92.1) (75.8)
2011 USD NOLES.....cocvvvrrieiieeenenns — — — — — (83.5) (83.5) (69.5)
(0] Fair value of the relevant Existing Notes has been cal culated applying the official exchange rate published by the ECB on December 31,

2003 of € 1.00 = U.S.$1.2630 to the market value of the principal on the relevant Existing Notes as of December 31, 2003.
Cross-currency Swap and Euro Call/Dollar Put option Agreements

The following table sets forth a calculation of the expected cash flows of our cross-currency swap agreements as of December 31, 2003
(at the official exchange rate published by the ECB of dollar 1.2630 per euro 1.00):

Expected maturity date
2004 2005 2006 2007 2008 Thereafter Tatal
(euroin millions)

Payment of principal on the 2004 cross-currency swaps(l) (25.3) — — — — — (25.3)
Payment of cross currency swap on interest payments on the

2011 USD NOES? ... (3.6) (3.6) (1.8) — — — (9.0)
Collections on euro call/dollar put option(?’) ......................... 8.4 — — — — — 8.4

-63-



(0] Corresponds to the outstanding swap agreements dated May 18, 2000 with maturity in May 2004. As of December 31, 2003, the fair
value of these swap agreements amounts to euro (24.2) million, considering the margin calls paid as explained bel ow.

2 The fair value of this swap amounts to euro (8.5) million as of December 31, 2003.

3 As the foreign exchange rate as of December 31, 2003 was higher than the strike exchange rate of the option there are expected
collections. The fair value of the euro call/dollar put option as of December 31, 2003 is euro 7.9 million.

Cross-currency Swvap Agreements and Euro call/dollar put option related to the 2009 USD Notes

On May 18, 2000 we entered into an arrangement with Bank of AmericaN.A. and Toronto Dominion Bank for the swap of amounts
equivalent to those payable under the 2009 USD Notes to euros. Under these swap arrangements, these banks bear the debt denominated in dollars
until May 1, 2004 plus the relevant interest payable in dollars from maturity of the restricted deposits to that date and, in exchange, we assume a
debt with identical maturities with these banks amounting to €308.3 million in respect of the principal and €75.8 million in respect of interest. The
exchange rates used to carry out this swap transaction were €1.00 = $0.8920 and €1.00 = $1.1714 for the principal and interest, respectively.

The nature of the foreign exchange swaps was such that if there were significant increases in the value of the euro against the dollar, we
were required to advance margin calls to the two swap counterparty banks. In the first half of 2003, as the euro increased in value, we advanced a
total of €39.1 million in margin calls.

The swap agreements, as modified in May 2003, provided that all of the margin calls are applied in reduction of the principal amount in
euros that is due for exchange at maturity of the swaps. The new amount that we must pay to the swap counterparties on maturity of the swaps
would be therefore € 268.3 million.

In view of this potential liability, and the evolution of the euro/dollar exchange rate, we purchased a euro cal/dollar put option from the
swap counterparty banks on June 2, 2003 to cap the potential cash loss that we could face on maturity of the swaps. As aresult of the purchase of
this euro call/dollar put option, with the strike at €1.00 = $1.1729 on May 1, 2004, the maximum additional level of the exposure was limited to €
33.9 million. The cost of the option was approximately €8.7 million.

On July 11, 2003 we agreed with the two swap and option counterparty banks to unwind 25% of the principal of the 2004 cross-currency
swaps and 100% of the hedged coupons remaining, which correspond to the interest payments in November 2003 and May 2004. In addition, we
agreed to cancel 25% of the euro call/dollar put option in line with the partial unwind of the principal on the swaps. In addition, on August 21,
2003 we unwound an additiona 25% of the principal on the 2004 cross-currency swaps and of the euro call/dollar put option.

The net cost of unwinding the swaps and the euro call/dollar put option was €7.4 million for both transactions.

As a result of the two unwind operations the maximum additional level of the exposure on May 1, 2004 has been reduced to
€16.9 million.

Cross-currency Swvap Agreement on the 2011 USD Notes

On July 3, 2002, we reached an agreement to hedge 50% of the foreign exchange exposure on interest payments on the original issue
amount of the 2011 USD Notes, from February 13, 2003 to February 13, 2006. Under this agreement, the counterparty agreed to pay us interest at
an annual rate of 14% on $100 million and we agreed to pay interest at an annual rate of 14.365% on €102.2 million on the same dates.

Effect of the Tender Offer

ONO Finance has announced a Tender Offer for the Existing Notes. To the extent that dollar denominated 2011 Notes are tendered and
purchased in the Tender Offer, we may seek to reduce our obligations under our outstanding cross-currency swap agreement.

Critical accounting policies

We prepare our financial statements in accordance with Spanish GAAP. The preparation of financial statements in conformity with
Spanish GAAP requires the use of estimates and assumptions that affect the reported amounts of assets and liabilities, including disclosure of
contingent assets and contingent liabilities, at the date of the financial statements and the reported amounts of revenues and expenses during the
reporting period. Because of the uncertainty of factors surrounding the estimates or judgments used in the preparation of the consolidated financial
statements, actual results may vary from these estimates.
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Goodwill

As aresult of our corporate reorganization described above, we acquired additiona shareholdingsin certain of our subsidiaries. Goodwill
reflects the positive difference between the book value of the parent company's direct or indirect shareholdings in subsidiaries and the value of the
portion of the subsidiaries' net equity which is attributable to those shareholdings, adjusted for any latent capital gains at the date of the
acquisition. The goodwill calculation requires certain estimates with respect to the value of such subsidiaries and thus involves significant
discretion. However, in order to comply with Spanish regulation, an independent expert report on such value was obtained at the time the goodwill
was recorded. Under Spanish GAAP, goodwill on consolidation is amortized on a straight-line basis over 20 years as this is considered to be the
average payback period for the investments concerned.

Tax Credits

Corporate income tax expense (or income) is recognized based on the reported profit or loss as adjusted for permanent differences
between reported and taxable consolidated profit or 1oss, and the effects of any deductions. Deferred tax assets and liabilities arising from timing
differences in the recognition of income and expense for accounting and tax purposes are recorded in the consolidated balance sheet until the
underlying timing differences reverse, if the deferred tax assets are expected to be realized within a ten year period from the date on which they
were generated. Tax credits are accounted for as financial investments when they are expected to be recovered beyond one year. Deferred tax
credits expected to be recovered within one year are presented as accounts receivable.

Income and Expenses

Income and expenses are recorded on an accrual basis, i.e. in the period in which the income or expense deriving from the goods or
services provided is earned or incurred. Revenues are recognized only when persuasive evidence of a sales arrangement exists, the related services
have been rendered, the sales price to the customer is fixed and determinable and collectibility is reasonably assured. Foreseeable risks and
potential losses are recorded as soon as they are identified.

Valuation of Equity Value Certificates and Stock Option Plan

The valuation of, and liabilities under, our EVCs (issued in connection with the 2009 Notes and the 2011 Notes) and our Stock Option
Plan are based on the estimated value of our shares because there is no current market price for these shares. The gain or loss resulting from a
re-assessment of the value of the liabilities associated with the EVCs and our Stock Option Plan is recorded as income or |0ss, as appropriate, in
the consolidated statement of profit and loss.

Cog Capitalization

Prior to 2002, we booked costs incurred during the prematurity period as start-up costs. We considered the prematurity period as the
period in which network construction increases faster than the company's commercial operations. Cable multiservice operators have a significant
portion of idle capacity during the starting years of operations, as substantial completion of the network construction is needed before commercial
launch of services. We estimated a different prematurity period for each franchise depending on the size of that franchise area, density of
population and planned network rollout period.

As a consequence of the changes occurring in the telecommunications sector, as well as changes in the circumstances of the Group,
particularly at the end of year 2002, and considering our intention to converge over time with International Financial Reporting Standards, we
modified the accounting criteria related to the depreciation of start-up costs during the year 2002, writing them off completely. This change in
accounting criteriaresulted in an extraordinary charge of €139.9 million in 2002.

Effect of Inflation

We do not currently believe that our business will be affected by inflation to a significantly different extent than the general economy.
However, we cannot assure you that inflation will not have a material adverse effect on our businessin the future.

New Accounting Standards

No new Spanish GAAP standards have been issued that significantly affect our financial statements.
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BUSINESS
Overview

We are aleading provider of integrated tel ephony, broadband Internet, and cable television servicesto residential and business customers
in Spain. We commenced operations in 1998 and, since that time, have pursued a strategy of rapid penetration generating multiple revenue streams
to grow our business. As of December 31, 2003, we had 581,345 residential customers and 13,133 primarily small and medium-sized business
customers. During the year ended December 31, 2003, we generated revenue of €358.6 million and EBITDA of €102.1 million, resulting in an
EBITDA margin of 28.5%. During the nine months ended September 30, 2003, we generated revenue of €257.5 million and EBITDA of
€67.9 million, resulting in an EBITDA margin of 26.4%. During the three months ended December 31, 2003, we generated revenue of
€101.1 million and EBITDA of €34.2 million, resulting in an EBITDA margin of 33.8%.

Our 862 megahertz hybrid fiber coaxial network provides a high speed, high capacity, two-way communications pathway with direct
access to our customers. As of December 31, 2003 our backbone network extended 6,362 route kilometers and our local networks extended 6,992
route kilometers, passing over 2.0 million homes. Our current addressable market is 5.6 million homes and 0.7 million businesses, representing
approximately 27% of the 20.8 million homes and 25% of the 2.8 million businesses in Spain. We believe our franchise areas, especially those in
our Mediterranean cluster, are growing rapidly both in the number of homes constructed each year and in gross domestic product per capita. We
are continuing to expand our network in areas with attractive revenue potential.

The following tabl e includes information regarding the build-out and reach of our network:

Asat December 31, Percentage Change

2001 2002 2003 2001/2002 2002/2003

Infrastructure:
Local access network (route kilometers) ........ccocoevvieeninneee 5,135 6,279 6,992 22.3 11.4
Backbone network (route kilometers) .........ccocevevviiieninnnnee 5,712 6,263 6,362 9.6 1.6
CitiIeSWIth SE'VICE......ecviece e 60 81 98 35.0 21.0
HOMES PASSEA ...ttt eee e 1,399,514 1,760,744 2,003,233 25.8 13.8
Homes released to marketing..........ccocoveveneieninn e 1,111,158 1,469,061 1,743,266 322 18.7
Percentage of homes passed ...........ocveveeieeiiieeie e 79.4% 83.4% 87.0% — —

Our service offerings are comprised of telephony, broadband Internet and cable television services to residential customers as well as
voice and data tel ecommuni cations services to business customers.

. Residential Telephony. We provide local, national and international telephony services to 544,271 customers, representing
31.2% penetration in our franchise areas as of December 31, 2003. In 2003, our residential telephony revenues were
€184.0 million. ARPU for our residential tel ephony services for the fourth quarter of 2003 was €31.4.

. Residential Internet. We are a leading provider of residential broadband Internet services in our franchise areas. Our
broadband Internet customer base grew by approximately 59% in 2003, resulting in 186,447 broadband Internet customers and
representing 10.7% penetration as of December 31, 2003. In 2003, our total Internet revenues were €62.3 million. ARPU for
our total Internet services for the fourth quarter of 2003 was €32.7.

. Cable Tdevision. We are a leading provider of pay television services in Spain with 339,378 customers, representing 19.4%
penetration as of December 31, 2003. We offer a wide selection of digital and anaog cable television programming from basic
to premium packages. Each of our programming packages al so provides easy access to our pay-per-view services. In 2003, our
cable television revenues were € 83.0 million. ARPU for our cable television services for the fourth quarter of 2003 was €23.1.

. Business Services. We provide voice and data telecommunication services principally to small and medium sized enterprises,
although our business customers also incude several larger corporate clients and public ingtitutions. As of December 31, 2003
we had 13,133 business customers. The number of our business customers increased by approximately 52% during 2003. In
2003, our business services revenues were €29.3 million. ARPU for our business services for the fourth quarter of 2003 was
€229,

Key Strengths
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We believe that our competitive strengths will enable us to benefit from the substantial demand for integrated communications services
in our franchise areas. Our competitive strengths include:

d Proven ability to acquire subscribers. As a customer focused organization with an effective marketing strategy, we have
achieved rapid growth of customers and penetration. As of December 31, 2003, we had achieved an overall customer
penetration rate of 33.3%. Our experience shows that penetration rates have continued to increase in franchise areas where the
build-out is substantially complete. This is highlighted by the fact that our penetration rate has risen to over 40% in areas, such
as Cadiz and Albacete, where we have marketed our services for more than four years.

. Ability to provide bundled services. We currently provide a variety of bundled service offerings in order to maximise revenues
from each of our customers. Our bundled services are comprised of a combination of some or al of our services, offering our
customers the convenience of having a single provider for their communication, entertainment, and information needs. By
offering bundled services, we can price our services more aggressively than individual services offered by our competitors. We
believe this results in higher customer loyalty and increased penetration. As of December 31, 2003, 68% of our residential
customers were purchasing bundled services, out of which 26% were subscribing to a combination of all three of our services.
At that date we had achieved penetration rates of 31.2%, 11.4% and 19.4% for residentia telephony, Internet and cable
television services, respectively, resulting in RGUSs per residential customer of 1.86.

d Technologically advanced broadband network. Our 862 megahertz network provides a high speed, high capacity two-way
communications pathway with direct access to the customer. This alows us to offer multiple services and will alow us to
deliver new broadband services, such as interactive digital television services and video-on-demand with limited additional
cost.

. Ability to control costs. We believe that our ability to control costs is an important element of both our operating and financial
performance. We believe that the level of capital expenditure necessary to make our networks accessible to each additional
home passed in Spain is significantly lower than that of many comparable European companies during a similar stage of their
development. This is primarily due to the high urban population density in Spain; our ability to build portions of our network
above ground; and our ability to efficiently obtain local access and rights of way permits from local authorities. To further
control and reduce our operating costs, we focus on streamlining our business processes, renegotiating supplier contracts and
the outsourcing of certain functions.

. Highly-skilled management team. Our management team has extensive experience in managing tel ecommunications and media
companies in Spain, other countries in Europe, the United States and Canada. Eugenio Galdon, the founder of Cableuropa, was
instrumental in the liberalization of the Spanish telecommunications and cable television markets and has managed severa of
Spain's largest media companies. Richard Alden, our Chief Executive Officer, joined usin 1998 and has extensive experience
with cable tel ecommunications companies in the United Kingdom and the United States.

. Strong shareholder support.  Our shareholders provide us with a strong financial commitment and local and international
perspectives. Since we commenced operations in 1998, our shareholders have collectively contributed approximately
€940 million (including the €98.5 million loan from GCO, which will be converted into common stock of Cableuropa). Our
shareholders also contribute Spanish market understanding, financial expertise, and important relationships with regulators,
governmental authorities, suppliers, and customers. Our shareholders include Banco Santander Central Hispano, Bank of
America Corporation, Capital Communications CDPQ, Genera Electric, Grupo Ferrovial and Grupo Mulltitel.

. Srong brand recognition. A key element of our marketing strategy is capitalizing on the fact that ONO is a well-recognized
brand in our areas of operation and in Spain. In 2002, prompted and unprompted brand awareness of ONO in the main citiesin
which we offer service was 100% and 89%, respectively.

Our Strategy

Our strategy is to maintain and enhance our position as a leading provider of integrated telephony, broadband Internet and cable
television services in Spain. In order to achieve these objectives we focus on:

d Increasing cash flow generation and maximizing our return on capital employed; through the following strategies: Increasing
Penetration. We believe that the acquisition of new customers in our franchise areas is critical to the success of our business
plan. Our strategy is to increase penetration in our franchise areas by offering bundled services to attract new customers by
providing them with a single solution to their communication, entertainment and information needs at competitive prices. In
key cities where we have marketed for more than four years, such as Céadiz and Albacete, we have aready achieved penetration
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rates in excess of 40%. We believe that this is due to our continued marketing efforts within our franchise areas following the
substantial build-out of the relevant network, and illustrates our belief that there is significant customer growth potential within
our existing base of homes released to marketing. Cross-Sdlling and Up-Sdling to Our Existing Customer Base. We intend to
use our existing customer relationships to sell additional products and services to our customers or migrate them to higher
value services, which we refer to as "up-selling.” In particular, we intend to encourage our customers to subscribe for additional
services by offering bundled services at prices that are lower than prices for the same services provided by our competitors or
by us on an individual basis. In addition, we believe that providing existing customers with a variety of new and enhanced
services with tiered pricing options encourages our customers to take more than one of our services. Leveraging Our Network to
Provide Business Services. Our strategy is to grow our customer base among small and medium sized businesses within our
franchise areas by capitalizing on our technologically advanced network and success in marketing bundled services. During
2003, we introduced the Oficina ONO product that offers a combination of telephony and broadband Internet services to our
business customers. In addition, we are selectively increasing the number of larger corporate business service customers within
our franchise areas by offering tailored voice and data solutions. We have recently been awarded contracts to provide voice and
data services for the public sector induding the City Council of Valencia, the third largest city in Spain, and the Authority of
the Island of Mallorca.

Continued improvement of our financial structure. Our management and shareholders are committed to ensuring that we have
an appropriate capita structure, taking into account available growth opportunities. We focus on growing our EBITDA at a
faster rate than our use of additional debt, thereby reducing our total debt to EBITDA leverage ratio. We will not however
simply rely on growing our EBITDA to improve our financial profile. We will also seek to carry out a series of financial
transactions, of which the current Refinancing Transactions are examples, with the goa of reducing our cost of debt, extending
our debt maturities and improving financial flexibility.

Our Products and Services

We currently provide our residential and business customers with a broad array of competitive broadband products and services.

Residential Services

The table below sets out certain information with respect to our residential service customers:

As of December 31,
2001 2002 2003
TElEPNONY CUSLOMIEN'S. .. ... ettt ettt ettt ekttt e ettt e se e et e be et e be e aee b e s s et e b s enbeabeeebeabeeeneees 308,056 448,926 544,271
Broadband INTEIMEL CUSIOMIELS .......eeii it ee ettt ettt ee e e et e e e s ee s e st b b beeeeessassbe s s eesssarasaessesssrebansenas 37,155 117,305 186,447

Narrowband Internet customers
Cabl e television customers
Total residential customers

48,964 24,317 12,619
232,199 296,956 339,378
333,997 480,296 581,345

Penetration:
Residential telephony 27.7% 30.6% 31.2%
Broadband Internet................. 3.3% 8.0% 10.7%
CADIE TEIBVISION ...ttt ettt et eb bttt eb b 20.9% 20.2% 19.4%
Total reSIdential CUSLOMENS.......coeiviriree ettt er et n e se e e e er e enesrennens 30.1% 32.7% 33.3%

(0] A customer may subscribe for residential telephony, residential Internet, cable television, or a combination of all three services.

Bundled Services

In order to maximize the revenue from each home passed, we actively encourage customers to subscribe to more than one service by
offering price savings and the convenience of having a single supplier and a single point of contact for all communication, entertainment, and

information needs.

Customers who subscribe for more than one service currently pay on average between 17% and 40% less than the aggregate

cost of subscribing for our relevant services on an individual basis.

In addition, initial connection and installation charges are currently waived for al customers subscribing to any of our bundled services.
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We currently offer the following bundled services all of which include a telephony line:

Premium

Television Gran Via Monthly
package channds  Ielephony  Broadband charge®

Telephony & Broadband Internet
150 KbpsS buNdIe.......uviiiiiieeiceeieeeeee e — — # 150 kbps €43.80
300 KbpsS bUNIE.......cooeiiieii e — — # 300 kbps €46.85

Digital Television®
ONO 2000D.......ceiuertrireaienireresrereseesee e snere st sbese e ere e OROD — # — €27.90
150 kbps €54.80
300 kbps €57.85
ONO 4000D.......c.ceuertiireeienerenesrereseesee e ssere st srese e ere e PLATINUM D — # — €39.90
150 kbps €66.80
300 kbps €69.85
ONO BO00D.......c.evereeieeeienerenesrere s snere st sbese e ere s DIAMANTE D # # — €54.90
150 kbps €81.80
300 kbps €84.85
ONO TOE D .. DIAMANTE D # # 1 Mbps €89.90
(0] We charge an additional fee of €6.49 per month for a decoder, and there are other charges for cable modems, phone terminals, and other
equipment, as appropriate.

() Since the launch of our digital television services in 2003, we discontinued the marketing of our anal og services. We continue to provide

bundled services with anal og television programming to existing and og tel evision customers.

In addition to monthly charges, customers also pay variable charges related to telephony usage, pay-per-view television programs and
other value-added services.

Residential Telephony

Our residential telephony service provides direct access connectivity to our customers in our franchise areas. We seek to maximize the
use of our own network when routing calls in order to minimize interconnection costs and maximise control over quality of service. Currently our
networks interconnect directly with the networks of among others, Telefénica, Amena, Vodafone, Auna and Cable & Wireless.

Our initial one-time connection charge is €45.90, which we believe is attractively priced compared to Telefonicas installation charges.
We waive this connection fee for customers who subscribe to any of our bundled services. Customers who purchase our telephony service not
bundled with other services pay a monthly line rental charge of €16.90 per month and in order to encourage recommendations by customers and
loyalty, we offer free local calls between our customers.

We include in our basic telephony service a range of additional services induding voicemail, call waiting, short-code dialing and call
return at no additional cost. For an additional one-time connection charge, of up to € 5.99 and a monthly charge of €0.60, customers can aso
choose one of up to three packages of optional services, which include products such as barring of incoming calls from numbers selected by the
customer, alarm clock service and total or selective barring of outgoing calls. We a so offer telephony handsets for sale or rental.

We constantly monitor the tariffs and services offered by our competitors and adjust pricing and the type of services we offer on aregular
basis to maintain our competitive paosition. Our tariffs are usually priced at a discount to Telefénica.

Residential Internet

We currently provide both broadband and narrowband Internet services to our residential customers. Our broadband Internet service
connects our customers to our local networks via cable modem at speeds of up to 1 Mbps. However, our network and our cable modems are
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capable of higher speeds and we will increase the amount of bandwidth we offer customers in response to market demand. Our broadband Internet
service is an "always on" service, removing the need for logging-on delays. In addition our broadband Internet service alows unlimited downloads.
We price our service on a flat fee basis (with no usage fees) starting at €29.90 per month for 150 kbps. If our broadband Internet services are
purchased on a bundled basis, the prices are discounted.

In addition to offering price savings as compared to other operators, the Organizacién de Consumidores y Usuarios, Spain's influential
consumer organization, ranked our broadband services number one in terms of both downloading and surfing speeds in February 2004.

Our current Internet service offerings consist of the following:

Moanthly Charge(l)
Transfer
bundled  unbundled Lngtallation® speeds
150 KbpS UNIIMITE. ....ceeieiiiiiieiie et €26.90 €29.90 Free 150 kbps
300 KBPS UNHMILEA. ...ttt €29.95 €38.99 Free 300 kbps
1 MDBPS UNlimited. ......coeieiiiiiieieeie e €35.00 €79.90 Free 1 Mbps
(0] Does not include monthly rental of cable modem for €8.99 or purchase of cable modem for €60. Installation of an ethernet PC card is
optional for €89.99.
2 Installation is currently provided free of charge when our customers purchase bundled services.

In addition, our Kit ONO WiFi and Kit ONO WiFi Lan products offer wireless broadband Internet services, at an installation charge of
€176.99 or €199.99, respectively.

As of December 31, 2003, we had approximately 12,600 customers taking our narrowband dial-up service at 56 kbps, representing 6.3%
of our total Internet service customers. While we continue to provide narrowband Internet access to existing customers we do not actively market
this service to new customers. In addition, we are encouraging our narrowband customers to migrate to our broadband Internet services by offering
free installation, and by pricing our lowest cost broadband offering at the same price as our narrowband services.

Cable Tdevision

We provide our television customers with multi-channel pay television with basic to premium packages. In addition, we offer all of our
television customers pay-per-view services, broadcasting premiere movies and live soccer content on our own Fila ONO channels. To enhance the
service we provide to our customers and to reduce piracy of the signal, we encrypt our television content. A decoder is required to receive the
service, which is rented to our customers for €6.49 per month. Customers can subscribe to our television services as part of a bundled package or
on an individual basis.

We offer our television services in a range of television packages at different price levels in order to address the widest possible cable
televison audience. We aso broadcast various local and regional television channels that are not offered by the satellite television provider in
Spain. The programming offered to our customers contains a wide selection of television series, movies, sports, news, music, documentaries and
childrens channels induding, among others, the following: Disney channels, ESPN, Eurosport, MTV, Fox, Hollywood, Paramount Comedy,
Showtime, CNN and Discovery channel. We also offer pay-per-view movies from Hollywood studios, U.S. independent producers and Spanish and
European producers. We have entered into contracts with affiliates of Sogecable to provide us with premier Spanish soccer pay-per-view programs,
including Spanish league and King's Cup soccer. These contracts will terminate in 2009, unless otherwise extended or renewed.

When we first launched commercial services in 1998, we offered our customers analog cable television services. In 2003, we finished the
deployment of our digital television platform, the installation of our state-of-the-art national digital head-end in Madrid and the devel opment of our
own electronic program guide and our digita channel line-up. In June 2003, we launched digital television services in Valencia and now offer
digital televisionin al of our franchise areas.

Following the launch of our digital television services, we discontinued the marketing of analog services to new customers although we
continue to provide analog services to our existing customers. At the end of 2003, 12.8% of our television customers were subscribing to our digital

services. In 2004, once we had achieved sufficient operationa experience in digital services we commenced a pro-active migration of existing
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analog customers to our digital services. We anticipate that this migration process will take severa yearsto complete.
Digital Television

We expect the introduction of digital television to increase our television customer ARPU due to both the increase and enhancement of
our channel line-up and the increase of our pay-per-view buy rates. Our digital television services increase the take up of pay-per-view
programming through the use of near-video-on-demand, a service which alows our customers to access pay-per-view movies that commence at
fifteen minute intervals. We also believe that the enhanced services offered by digital television should help us to reduce television churn. We
provide our customers with more than 150 digital television channels, including 54 channels reserved for near-video-on-demand as well as our
electronic programming guide. From our state-of-the-art digital television center in Madrid, we broadcast to al of our customers using our national
network. We expect to offer interactive digital television servicesin the future, including Internet access, TV mail and consumer applications, such
as games, through the television set. We are also studying the launch of a full video-on-demand service. We believe that video-on-demand will
provide us with a competitive advantage over the satellite television operator, Digita+, who does not currently have the technological capacity to
offer such a service. We believe that we may be able to introduce video-on-demand in 2005, at the earliest.

Based on the success of our analog television offerings, we designed our digita television offer using a three package structure. These
packages are called ORO D, PLATINUM D and DIAMANTE D.

The table below shows the number and type of channels available to subscribers of our digital television service packages, and the
monthly retail charge for each package:

OROD PLATINUMD DIAMANTED

Digital offer
P ChBNNEIS ...ttt bttt et e s e et e se e e b s 36 78 79
Terrestrial CNANNEIS.........ooveiece e e e 13 13 13
Fila ONO pay-per-View ChanNES...........ooi i s 54 54 54
ONO CHANMEIS. ...ttt sr e e r s en e ren s 3 3 3
Theme MOVIE ChaNNELS. ..o 0 7 7
Premium channels (Gran Via) ......ccocveeieiieiii et 3 3 3
Total TV Channels 109 158 159
AUAIO CRBNNELS ...t r st se e en e nren 5 25 25
TOtAl CRANNEIS ...ttt bbbttt et en e 114 183 184
........................................................................................................................ Monthly charge
................................................................................................................................................ €18.90 €33.90 €53.90
......................................................................... Gran Via premium channels additional charge
................................................................................................................................................ €17.90 €17.90 —

(0] The number of channels may vary depending on the franchise.

2 The "Gran Via' premium channels are induded in the DIAMANTE D package, and are optional for the PLATINUM D and ORO D

packages.
3 Does not include an additional fee of €6.49 per month for a decoder.
Analog Television

We provide our analog services to our existing subscribers using a selection of tiered packages called MINI, ORO and PLATINO, all of
which provide access to our 11 Fila ONO pay-per-view channels and can be combined with the Gran Via premium channels.

The table below shows the number and type of channels available to subscribers of our analog cable television service packages, and the
monthly retail charge for each package:
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Analog offer
PAY CBNNEIS ...ttt ee e re e et e et e st et e s ae e be b e e nte b e st enbeenneenes
TETESITAl CNANMNEIS.......e ettt ettt sttt ettt et h b et st b een b e et e enseebeesee e e e sea s
Fila ONO pay-per-VieW ChaNNEIS. ... ..ottt et b et neenes
OINO ChBINNEIS. ...ttt ettt et et be st e te e b e e bbb e st et b es bt ebe e ebeebe e ebeeaeebesaeebesmnebanns
ThemME MOVIE CRBNMEIS. ...ttt sttt es et e en s e ebeesee e e e see s
Premium channels (Gran V@) ......ocee oottt ettt st et sttt eneenes

TOtAl CRANNEISY ...t st eee e ee s e e eee e eesees
Monthly charge®®

Gran Via premium channels additional charge

(0] The number of channels may vary depending on the franchise.
2 Does not include the "Gran Via'" premium channels.
3 Does not include an additional fee of €6.49 per month for a decoder.

-72-

ORO PLATINO
28 28

13 13

11 11

3 3

0 4

3 3

58 62
€15.90 €23.90
€17.90 €17.90



Busness Services

We provide our business customers with a wide range of voice and data communications services. We target small and medium sized
businesses, and more selectively, large businesses and public sector organizations.

Our five years of operations in our franchise areas have provided us with a deep knowledge of our current and potential business
customers' communi cations requirements. This knowledge has led us to develop new services and to redesign our sales and marketing processes in
order to fulfill our customers needs.

By taking advantage of our residential network we can provide direct access communications services to business customers and earn
incremental, high margin revenue with alimited need for additional investment.

Small and medium sized businesses

Small and medium sized businesses demand simple and understandable products and services that provide them with effective solutions
to their communications requirements at reasonable flat rate prices.

We provide our business customers with a number of options including "Oficina ONO," which bundles two voice lines with guaranteed
broadband Internet services of up to 4 Mbps, and a variety of other value-added options. Our bundled services have been one of the principal
factors contributing to the 52% growth in our business services customer base during 2003.

We can aso address the specific needs of our customers with the different value-added services contained in our product portfolio.
Large businesses

Large business customers demand far more specific and sophisticated services than our small and medium sized businesses. We believe
that our fibre-rich local access network in our franchise areas and our increasing presence as a national communications company allows us to offer
businesses with competitively priced, reliable, high quality products and services covering a compl ete voice and data portfolio.

For customers inside our franchise areas we have developed dedicated provisioning and installation teams and we are in the process of
establishing an account management system to give these customers a single direct point of contact within ONO, alowing us to seek on a proactive
basis to provide customized solutions to their communi cations requirements.

As a result of the increase in the size of our network and the improvement of our business product portfolio, we have recently been
awarded the supply contract for the provision of telecommunications and data services to the City Council of Valencia. Valenciais the largest city
within our regional clusters and the third largest city in Spain. In February 2004, we were awarded a similar public contract to supply
telecommunications services to the Authority of the Island of Mallorca. These recent successes, which will generate an annua revenue of around
€1 million, provide evidence that our enhanced business strategy is achieving success.

We continue to focus our marketing to large businesses on thase located within our franchise areas. This approach alows us to leverage
our national network and provide our customers with comprehensive and individualy tailored telecommunications solutions. We will, however,
provide our business services to large customers outside our franchise areas on a strict return based approach. To improve our competitive position
in the large business market, we are devel oping indirect resal e voice products to serve our clients' business |l ocations outside of our franchise areas.

Our business services portfolio

We offer our business customers in our franchise areas a comprehensive range of services induding:

. Telephony (including voicemail, call forwarding, three-way calling and | ast call identification) for both digital and anal og direct
lines and switchboard connections and Integrated Services Digital Network, or ISDN, which is also used for data transmission,

. PBX-related (private branch exchange) services,

. Infrastructure services such as housing servers and leased lines;

. Virtua Private Network over IP (IP-VPN), Guaranteed Internet access, firewall management and virtual 1SP;

. Business Platform services, including Hosting, Application Service Provider Exchange (ASP Exchange), Streaming, ASP on
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ERP and FTP (file transfer protocol) used for centralized electronic transfer of funds (for credit cards and debit cards
transactions); and

. other value-added services such as domain name registration, email accounts and web hosting.
We also provide our business customers with service level agreements and on-line billing information.
Wholesale services

We also offer services to other operators aiming to exploit the excess capacity on our national network. These services include
infrastructure (carrier services), connectivity (IP services) and Intelligent Network Services such astoll free and premium numbers.

. Our carrier services provide other operators with leased circuit lines on our network. We provide guaranteed bandwidth from
64K bits up to 2.5 Ghps.
. As a national Tier 1 Internet Service Provider with access to the Spanish Internet link (Espanix), and as one of the main

Internet traffic managers in Spain, we are able to offer wholesale IP services to other operators and large consumers of
bandwidth. We provide our customers with a series of services including IP transit service for level 2 (national or regional)
ISPs, virtual private network over MPLS technology; virtual 1SP, ADSL resale, housing and remote access.

. One of our recent voice solutions is the offering of Intelligent Network Services (including toll free and premium numbers).
However, this is a high volume and low margin service and we provide these services to a very selective small number of
customers, since careful risk management is required.

Sales and Marketing
The" ONO" Brand

All of our integrated services in the residential and business markets are offered under the "ONO" brand. The ONO brand is used in all
advertising, sales materias, customer contracts, bills, employee uniforms, construction signs, installers' vans, and elsewhere in our business. In
addition, the ONO brand and services are promoted extensively to customers through a monthly magazine (which inc udes television programming
schedul es) and three 24-hour ONO television channels.

We believe that the ONO brand, as a well-recognized brand in our areas of operation and throughout Spain, is a strong marketing tool. In
2002, the last time we conducted a survey of our overall brand awareness in key cities in which we operate, prompted and unprompted brand
awareness of the ONO brand was 100% and 89%, respectively.

In December 2003, independent research indicated that our customers position the ONO brand as a triple play operator, with unprompted
awareness of 97% as a telephony operator, 70% as an Internet access provider and 90% as a multi-channel pay-television provider. These results
showed that the ONO brand had greater brand recognition than our main competitors, Telefonicaand Digita +.

The aforementioned research indicated that, in the case of non ONO customers, in the main cities in which we operate, we are the second
most recognized telecommunications brand, with unprompted awareness of 44% as a telephony operator, 24% as an Internet access provider and
37% as a multi-channel pay television provider, after Telefénica in the case of telephony, Telefonica and Wanadoo in the case of Internet access
and after the anal og pay television single channel Canal + in the case of television.

We conduct extensive advertising to support our brand, including billboards, regional and national press, tel evision and radio advertising,

as well as using other innovative advertising methods. In addition, we have product placement agreements with a number of Spanish regiona and
nationwide free-to-air channels.

We leverage our strong local presence and prominent local shareholders in order to support our local radio and television advertising
with extensive sponsorship of regional and local cultural events, sports teams, trade shows and festivals.

Quality and Customer Service
Customer satisfaction is essential to the maintenance of our current subscriber base, our pricing levels and to our future prospects. We
consider that customer satisfaction is significantly conditioned by the quality of our networks. For this reason we have designed redundant high

speed, high capacity fiber-optic broadband networks from the start of our network buildout. We a so ensure that our main suppliers and contractors
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are capable of providing us with top quality products and satisfactory service level agreements. With these quality contral policies, our network
quality ratios for the fourth quarter of 2003, which improved the targets reported to the Spanish regulatory authorities, were as follows:

ACCESS NELWOIK SEIVICE FAIIUINES. ... eei e ceie ettt e st e et e et e st e e te e e e e esee e s e e e see s e e e seeeeseeenseeanseeaneaeaseenseeansaeanseeannaarnean 2.1%
Time to Manage 95% OF SEIVICE FAITUMES ... .ottt ea et eh et et e e se e et e e se e et e s ae et e saeamtenbesntenbeannn 39 hours
L= T = e o LB o PSSP 0%
Falled Call S—INLEINGLIONA ... eii e e et et e s e e st e e eteees s b e e aeeaseeeeteeseeenseeansaeaaeeeaeeeesteansseanseeaneensesansennnen 3%
Falled CallS—MODIIE..... .ottt ettt ebeeete e ste e e e st e eaeesbeabesstebesabanteassanbeebeeetaeteeebeeaeeenseseeeanenns 0%

However, the quality of our networks and servicesis not the only requirement to maintain the loyalty of our customers.

We believe customer service and attentiveness to the needs of our customers are critical to the growth of our residential and business
services. Since the launch of our operations we have continuoudly invested in improving and enhancing our customer service in al our customer
oriented processes.

. Installations and provisioning: the installation process is the first contact we have with our customers once they have
contracted our services. Due to our geographical reach, we work with different installation contractors in our franchises, though
al of them are trained in our specific ingtallation process and monitored from our interna installations team and our
specialized call center help desk. Aiming to maximize our customer satisfaction, we have recently developed specific tools to
allow for the automated provisioning of services immediately following the installation. In addition, we are re-engineering our
process to centraize all of our ingtallation and provisioning functions and customer contact in a separate specialized call center.
As aresult we have achieved the following provisioning ratios in the last quarter of 2003:

AVENAgE PIrOVISIONMIMNG LIME. ...ttt ettt ettt ettt ettt et e eb et et e e 42t et e e 1o 22t e He £t e beemee e e b e eab e b e 2Rt e eb e e ee e eb e e eee et e ae e et e saeembeabeambenbeannen 5 days
Provisioning completed WIthin 10 GaAYS.........c.eoiiiiiieie ittt eheeae e b e e se e et e st e s e saee b e seen b e seen b e ab e e ebeabeeabeeaeeereeaeesneenen 94%
Repair eXECULTON WITNIN 48 NOUIS.........iitiiiei ittt ettt ettt b et bt e ee e bt ese e £t e be et e beembe b et ea b e s b en b e as bt et e abeeeeeeaeeeeeereesneenee 97.7%

. Billing process: we view our billing process as a key service to our customers, and we continually seek to improve the

disclosure, flexibility and look of our bills. We have improved services such as the detail of telephone calls and pay-per-view
consumption by providing on-line billing information. We also aim to implement e-billing to the extent that this serviceis more
customer friendly and cost efficient. During 2004, we aim to continue to improve our billing process through the
implementation of a new billing system (to be operationa in 2005) that will provide us with further flexibility and increased
functionality to enhance our customer service.

. Customer call centers: we operate two customer call centers in Valencia, with atotal of 450 seats, providing service 24 hours
a day, 365 days a year. We have added an integrated automated call-handling system to our process in order to re-direct our
customer calls to separate specidized help desks, thus increasing the number of calls handled and reducing our answering
times. In the last quarter of 2003, over 85% of al calls were handled within 30 seconds.

Within the call centers we operate separate help-desks to address the needs of business and Internet customers. Each customer service
agent attends a six to eight week training program, providing the individua with specific sales and customer service skills. We
also focus on in-house training of installation technicians to ensure compliance with strict quality standards and to ensure that
installations are scheduled to suit customers' reguirements. Our call center uses a comprehensive ticketing system that
specifically addresses the needs of our residential and busi ness customers.

. Customer loyalty and retention: customer loyalty and retention has become one of our high-priority objectives. Though we are
currently analysing future developments to improve our loyalty programs, to date we have created a loyalty programme called
Club ONO for our television customers. Club ONO members can receive direct gifts, participate in draws for tickets to
exclusive events and film premieres. We aso have a team dedicated to customer retention in our call centers who help resolve
customer problems or complaints.
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Our Areas of Operation

Our business and franchise areas cover approximately 5.6 million homes and 0.7 million businesses. We manage our franchises in four
different regional dusters: the Mediterranean duster, the Southeast duster, the Andalucia cluster and the North cluster. The following table sets
out certain information concerning our regional dusters:

Note: this map is representative of our geographic areas of operations and should not be interpreted as being an accurate representation of
exact boundaries.

Total

Clusters Total Homes®  Homes Passed Businesses?
MEItErTaNEAN CIUSLEN..........vvvvevveoeveeessss s 2,040,690 948,001 263,598
SOULHEASE CIUSEEN ......viviii ettt 2,527,563 600,235 295,072
ANCAIUCTA CIUSLET ...ttt ettt ettt a s et be e e e e 717,097 310,001 77,009
INOMN CIUSEET ...c.cvt ettt 281,792 144.996 34,017
Total—FranChiSes........cooeieeir e 5,567,142 2,003,233 669,696
(0] Total homes in each duster are derived from preliminary figures from the 2001 Spanish national census.
2 Totd businesses in each cluster have been obtained from the 2003 businesses central directory published by the Nationa Statistics

Institute of Spain (Instituto Naciond de Estadistica—INE).
3 Data for the Mediterranean Cluster indude al the homes and businesses in the Balearic Idands, not only those for the Island of

Mallorca

. The Mediterranean Cluster. The Mediterranean cluster covers approximately 22,430 square kilometers, with 2.0 million homes

and 264,000 businesses and a total population of 3.5 million. The Mediterranean cluster covers the provinces of Castellén and
Valencia and the Island of Mallorca. The principal cities in the cluster are Vaencia, Spain's third largest city with 377,000
homes, Castell6n de la Plana and Palma de Mallorca, each of them capita cities of their respective province.

. The Southeast Cluster. The Southeast cluster covers approximately 96,600 square kilometers, with 2.5 million homes and
295,000 businesses and a total population of 4.4 million. The Southeast cluster serves the province of Alicante, the region of
Murcia and each of the five provinces in the region of Castilla-La Mancha. The principa cities are Alicante, Murcia, Ciudad
Real, Cuenca, Guadaajara, Toledo and Albacete, all of them provincial capitals, and the cities of Elche, Talavera de la Reina
and the port city of Cartagena. The franchise of CastillaLa Mancha was won in mid 2003 and therefore our network
development in the five provinces within the region of Castilla-La Mancha (other than the city of Albacete) commenced in late
2003 and 2004. We expect to commence our commercia activity in these provincesin the first haf of 2004.

. Andalucia Cluster. The Andalucia cluster covers 17,600 square kilometers, with a total of approximately 717,000 homes and
approximately 77,000 businesses and a total population of approximately 1.6 million. The ONO franchises in the Andalucia
region of Spain include the Cadiz and Huelva provinces, which border the Atlantic Ocean and indude the cities of Cadiz,
Huelva and Jerez.

. The North Cluster. Our franchise area in northern Spain covers the region of Cantabria (including the city of Santander) and
covers approximately 5,300 sguare kilometers and approximately 282,000 homes and 34,000 businesses.

GCO has recently acquired 61.0% of Retecal, the cable telecommunications franchisee for the region of Castillay Ledn. Castillay Ledn
is located to the north-west of Madrid and in an area currently covered by our backbone network. While Retecal is not currently a part of the ONO
Group, we intend to enter into shared service agreements with Retecal in order to capture economies of scale and aggregate buying power. Subject
to the limitations imposed by the Indentures, we expect that over time we will integrate Retecal and its network into our business and operations.
See "Offering Memorandum Summary—Recent Devel opments—Acquisition of Retecal by GCO."
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Networ k Architecture
Local Networks

Our loca networks have been designed using a high-speed fiber-optic based system, capable of providing a full range of analog and
digital services. The local networks are currently capable of supporting telephony, broadband Internet and cable television services. All of our
services are provided through the same distribution system thus creating economies of scale. Fiber routing is designed to provide route diversity to
the fiber junctions, or nodes, thereby protecting against |oss of service resulting from cable damage.

Our fiber-optic ring architecture is used to transport signals from local operations centers to primary nodes, or hub points, serving 20,000
to 60,000 homes in urban areas. The local operations centers generally house both a cable television head-end and a telephony and data switch.
The head-end assembl es the cable television signals for transmission to the customers. The primary nodes are in turn connected to secondary nodes
along a secondary fiber-optic ring network. These secondary nodes are optical distribution points each serving around 2,000 homes, which
distribute fiber to the home terminal nodes. The home terminal nodes serve 500 homes.

For telephony, the final points for distribution to homes and small businesses are cross-connect boxes from which the fina connection to
a customer's home is made using twisted-pair copper wire. The terminal nodes transform the optical signals back into electrical format and transmit
them onwards on coaxial cable or copper pairs to the customer's premises. Cross-connect boxes are connected to the terminal nodes by twisted pair
copper wire.

Our 15 telephone switches are the core of our telephony business. Each switch is capable of handling up to 100,000 customers. The
telephony network has been designed so that, as penetration and traffic increases, an incremental upgrade of the equipment will enable additional
capacity to be easily provided at minimal cost. All the network'’s telephony equipment is powered by battery backed-up power supplies, in order to
meet the current legal requirement to provide at least 12 hours of service in the event of a power failure.

For broadband Internet and cable television services, coaxial cables are used to transport the signals to homes, and amplifiers are used to
boost the signal levels. Customer taps are used to serve individual dwellings. These typically serve four or eight homes per tap. Amplifiers are
mounted in sealed units, generally on the fagcades of buildings. The final connection to the home, known as the drop, uses a combination of coaxial
and copper pair cable. The coaxia part carries the broadband and cable television signals both to and from the homes. Two copper pairs are aso
incorporated in each drop to allow for second telephony lines. The networks are constructed with excess fiber and duct capacity in order to allow
future upgrades.

The broadband Internet and cable television networks use a hybrid fiber-coaxia transmission system. The system is broadband and
operates over a wide frequency. The forward path uses the range from 86 megahertz to 862 megahertz, and is capable of carrying voice, data, video
and television channels. The segment up to 630 megahertz is currently used for broadband internet and analog cable television services and a
further 256 megahertz of capacity is used or reserved for digital television, video-on-demand ("VOD") and future digital services. Once we have
migrated all of our television customers to our digital television services, we will reuse the analog segment for other services. This network is aso
designed to support reverse path operations on bandwidths up to 65 megahertz allowing interactivity between individua homes and the head-ends.

The digital television system collects all contributions centrally in Spain (except for local channels which are inserted locally), digitizes
the content and distributes it (via our national backbone network) to the regiona head-ends, which act as the insertion points of the digital contents
into the metropolitan network. The analog cable television service is distributed through an analog platform with head-ends located in each of the
Spanish franchises. Unlike with the digital service, the programming material is collected at each head-end (not centrally), reconfigured to meet
our specifications, and transmitted through optical fibers.

Backbone Network

Iberdrola, a large Spanish dectrica utility provider, leases us high capacity fiber-optic cable linking our Spanish franchises in eastern
and northern Spain with each other and with the city of Madrid. RENFE (the Spanish national railway company) provides us with similar fiber
linking Andalucia with Madrid. We completed the lighting of our nationa backbone network in 2001 and we have since then added almost full
redundancy to ensure that we can maintain a high quality of service and network availability for our customers. By the end of 2003, we were
operating 6,362 route kilometers of high capacity, fiber-optic cable national network.

Our national backbone network has been augmented with a nationa IP network, which serves as the basis for our interactive digita
televison and high-speed Internet services. Our network consists of twelve nodes connected through high capacity circuits based on our DWDM
national network. The IP network aso has multi-protocol label switching ("MPLS") capability, which alows for the provision of a wide range of
services and in particular better support for business services. It also makes the network more secure, easier to expand and less costly to operate, in
addition to making it simpler to offer value added business services such as virtual private networks.
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The diagram set forth below provides a high level, graphical depiction of our network topol ogy:
General Network Topology
Construction and Equipment Suppliers

We rely on Ferrovial, one of Spain's |eading construction corporations and one of the ONO Group's beneficial shareholders, and a number
of other, smaller contractors, for the construction, commissioning and delivery of our networks. In the event that it becomes necessary, we are
confident that we could continue our current rate of construction even if one of these construction companies should cease operations.

We rely mainly on Alcatel for the supply of electronic equipment including switches, synchronous digital hierarchy access equipment,
coaxial and fiber cables, cable televison transmission equipment and optical receivers. Alcatel is aso responsible for commissioning our
tel ecommuni cations equipment. The cable television amplifiers are from C-Cor (formerly Philips). Our digital head-end was supplied by Motorola,
Harmonic and Cisco. Our set-top boxes (both analog and digita) are currently supplied by Motorola

Our Internet service provider software is provided by, among others, Sun Microsystems, Hewlett Packard, EMC2 and Cisco and our
cable modem equipment is supplied by Motorola, US Robotics and Cisco, among others.

The construction contractors are responsible for all civil works, equipment installation and activation of our local networks. CH2MHill
oversees the construction contractors and is responsible for detailed street by street network design, as well as the overall management of the
congtruction program. When a construction company compl etes a specified portion of the network, CH2MHill conducts a final inspection to ensure
that this portion is built correctly and in accordance with our engineering specifications and either accepts or rejects the constructed portion on our
behalf.

We believe our main suppliers to be financially sound and unlikely to cease operations in the immediate future. We have, nevertheless,
identified secondary suppliers for key network el ements.

Our Competition

We face significant competition from established and new competitors that also provide residential telephony, residential Internet and
pay television services as well as business telecommunications services in Spain. We believe that competition will continue to intensify in each of
these businesses.

We believe, however, that our ability to offer bundled services to our customers currently provides us with a competitive advantage over
our main competitors. In our areas of operations, we are the only service provider that can provide the full range of services that we offer,
including:

Broadband Telephone Freetoair

ONO Telefdnica Digital+ Resdllers Resdllers Iv

TelEPhONY ...t # # — — # —

Broadband INternet..........ccoooeveveveneinieieeseeens # # — # # —

TEBVISION ..o # # — — #

*

Bundled ServiCes ........coov e # — — — — —

BUSINESS SENVICES.......oiveeeieiirc et # # — # # —
* To date Telefonicas "Imagenio” service is only offered on alimited basisin parts of Madrid, Barcelona and Alicante.

Residential Tdephony

We compete primarily with Telefonica in providing direct access telephony services to residential customers in our Spanish franchise
areas. We aso compete with existing and future entrants in the Spanish telecommunications market, including indirect access providers such as
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Auna, Uni2, Tele2, Jazztel, and the three mobile telephony operators, Telefonica Méviles, Vodafone and Amena. Telefonica is the only operator
currently offering direct access telecommunications services to residential customersin our franchises.

The following is a description of our principal competitorsin the residential tel ephony market:

. Telefonica. Telefonica, the incumbent telecommunications operator in Spain and one of the largest Spanish corporations, has
an established market presence and resources substantially greater than ours. Telefénica has a fully built national telephony
network and has extensive experience in marketing and operating tel ecommunications servicesin Spain. Telefonicais required
to provide universal telephony services across Spain and must impose uniform tariff rates. Maost of the residential tel ephony
customers in Spain are currently Telefonicas customers. Our growth in residential tel ephony services depends on our ability to
attract Telefénica's customers to our services;

. Auna. Auna began offering an indirect access fixed-line telephony service to residential customers in our franchise areas in
January 1998 branded as Retevision. In addition, the assets of Auna include the third Spanish mobile operator, Amena, and
cable assets in different franchise areas than ours; and

. Other indirect access telephony providers. Indirect access telephony providers such as Uni2, Tele2 and Jazztel connect
customers primarily through Telefénica's networks. Indirect access telephony providers market number portability, carrier pre-
selection and other such services to their customers and potential customers. These services are provided through Telefénica's
network, thus making quality management difficult by requiring the customer to keep its Telefonica connection as a result of
their dependency on Telefénica. We believe that indirect telephony access services offer the customer a weaker solution than
our direct access network services and that this provides us with a competitive advantage over these competitors.

Spain has yet to see a significant increase in Internet based telephony traffic in the residential market. We do however anticipate that this
will represent a competitive threat in the future.

We also compete with the three mobile telephony operators in Spain, Telefonica Méviles, Vodafone and Amena, that may threaten the
competitive position of our network, particularly if the cost of calling plans for mobile phones continue to decrease or if consumers migrate entirely
off of fixed line services.

We believe that one of our competitive advantages in telephony is that we can offer high quality services at competitive prices, including
free calls between our customers over our state-of-the-art local network.

Broadband I nternet

Telefonica is the leading provider of Internet access in Spain through its DSL service and is our principa competitor for broadband
Internet services. Telefonica has marketed its broadband Internet services under the Terra and Telefonica brands and has continued to seek to
migrate customers from its narrowband to broadband Internet service. Other DSL Internet service providers such as Wanadoo, Tiscali and Ya.com
offer high-speed Internet services over Telefonicas network, thus difficulting their control on the quality of their services. These providers current
comparabl e offerings are generally more expensive than ours.

Teevison

We compete with other television broadcast companies, both public and private, pay and free-to-air. We also compete to varying degrees
with other communications and entertainment media, principally home cinema, movie theatres and video stores.

Our most significant competitor in the Spanish pay television market is Sogecable, which offers Digital +, the direct-to-home satellite
multi-channel television service and Canal +, itsterrestrial service.

. Canal +: Canal +, which launched in 1990, is a general entertainment broadcast channel, offering first run movies and Spanish
first division soccer programming. Cana + broadcasts using anaog terrestrial technology. A three-channel digital version of
Canal + is aso available to the direct-to-home satellite subscribers of Digital +.

. Digital +: Digital + is the platform resulting from the merger of the two former satellite TV providers in Spain, Cand Satélite
Digital and Via Digital in 2003. Digital + currently offers a wide range of channelsin a variety of differently priced packages,
including multiplexed Canal +, the Disney Channel and Cinemania as well as access to unencrypted internationa channels.

Since direct-to-home services are satellite based, Digital + does not need a terrestrial network to provide services to its customers.
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However, direct-to-home customers must lease a satellite dish and a decoder. Furthermore, direct-to-home providers such as Digital + can only
offer limited interactivity using a telephone return path and currently do not have the technical capability to offer the bundled service packages that
we offer.

On November 29, 2002, the Spanish Government approved the merger between Sogecable and Via Digital subject to thirty-four
conditions applicable for a period of five years. Together, Canal Satélite Digital, Sogecabl€'s satellite TV platform, and Via Digital, Telefénica's
satellite TV operator, exert significant market power in the Spanish pay television market. In early 2003, the major shareholders of Sogecable and
ViaDigital approved the merger, but appeal ed five out of the thirty-four conditions, which are still pending resol ution.

The following is a summary of the principa conditions impased by the Spanish Government that may materially affect our business:

. Television line-up. Sogecable has the obligation to carry certain channels from non related parties which must represent at least
20% of the existing television line-up before the merger;

. Limitations in agreements with the "Majors" and pay-per-view services. The compliance with the conditions relating to this
restrictions established that, amongst others, Sogecable must (i) give up the existing preference rights of renewd in its
agreements with the "Magjors," (ii) limit to three years its exclusivity dauses on new television content agreements and
(iii) hold non exclusive rights on pay-per-view content (Spanish soccer league and King's Cup and Magjor's first pass movies)
with the possibility of either offering this content to us and other competitors or permitting others the capability of negotiating
directly with content providers;

d Commercialization to third parties of a premium broadcast channel which includes a first pass window of movies from the
Majors and theme channels;
d Sogecable's relationship with Telefénica. Sogecable cannot bundle Digital + with Telefonica's Imagenio and/or sell content to

Telefonicaon a preferred basis as compared to the conditions offered to third parties; and
d The establishment of a price cap to the Digital + content. The price cap will be set on ayearly basis.

On December 1, 2002, we appealed the agreements between Sogecable and the Majors for the first and second pass window of premiere
movies on an exclusive basis. As aresult, on October 27, 2003, the Spanish anti-trust office ("Servicio de Defensa de la Competencia®) decided to
initiate a sanction file ("expediente sancionador") against both Sogecable and the Majors. This sanction file would be outstanding for a period of
one year which could lead to the commencement of a legal proceeding before the Spanish Anti-trust Court ("Tribunal de Defensa de la
Competencia). A pasitive result of this process would allow us to directly negotiate with the Majors and access to first and second pass window
premiere movie content.

On February 3, 2003, we appealed the Spanish Government's approval of the merger before the Supreme Court. Other affected parties
have al so appealed the approval. As of the date of this offering memorandum, there have been no materia developments regarding this matter.

In 2003 Telefonica launched its "Imagenio” services, offering television services via DSL. Although still in the first stages of its
development, the Imagenio service may alow Telefdnica to offer bundled services to its customers. Currently, this offer has certain technical
limitations including the fact that it can only be provided if the local sub-station is digital, which prevents it from reaching a wider audience for the
time being. To date, Telefonicas Imagenio service is only offered in parts of Madrid, Barcelona and Alicante. In addition, digital terrestria
television operators are expected to play arole in the marketplace.

Busness Services

Telefonica and its affiliates are our principal competitors in providing business telecommunications services, followed by Auna, BT-
Ignite, COLT Telecom Espafia, Uni2, Jazztel and Comunitel, among others, all of whom offer tel ecommunications services to business customers.

Employees

During the year ended December 31, 2003, we had an average of 1,753 fixed and temporary full time employees, an increase of 88 as
compared to the 2002 average. Most of our employees are covered by the cable industry collective bargaining agreement.

In September 2002, we reached an agreement with our employees and the Spanish authorities for a regulated reduction of the workforce
of up to 400 employees by the end of 2003, affecting all of our areas and professional categories. Under this agreement, 322 employees had been
made redundant by the end of 2003.
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In 2001, 2002 and 2003, our average number of employees was as follows:

Year ended December 31,
2001 2002 2003
EXECULIVES ... vttt ettt e et ae e e et e e e e eae e e e be e e eabteeeetsaaesasesannneesennseas 65 59 49
NONFEXECULIVES ...ttt ee ettt ettt ee e s et et be e s ae s s eaabe e e ee s s saasraseassssssstabasssesssssnnes 1,731 1,606 1,704
10 - 1,796 1,665 1,753

Properties

We lease certain properties for administrative and sales offices, hubs, stores, switch and head-end sites and warehouses. A significant
proportion of the properties are used for both administrative and technical purposes. Our network operations center and digital head-ends are
located in Madrid and our call center islocated in Vaencia. We believe that our properties are generally suitable and adequate for the purposes for
which they are intended.

Legal Proceedings

Certain legal actions were initiated in 1998 against the Spanish telecommunications regulatory authority, challenging the award of the
Huelva and Andal ucia franchises and the enlargement of the Mallorca franchise (initialy granted for the City of Palma de Mallorca and enlarged
by the Ministry to cover the entire ISand of Mallorca). These proceedings may adversely affect our licenses. Generally, the plaintiffs in these
actions alege non-compliance by the Spanish telecommunications regulatory authority with such procedures. The Spanish tel ecommunications
regulatory authority is contesting these actions and we intend to file supporting memoranda vigorously contesting these actions. We believe that
there is no factual basis to support the plaintiffs daims, and that the actions will therefore prove unsuccessful. The loss of any of these franchises
would have a materia adverse effect on us and would constitute an event of default under the terms of the Notes and the Existing Notes and under
our Senior Bank Facility. Similar actions have been filed by unsuccessful bidders in connection with the award of many of the cable/tel ephony
franchises awarded in 1997 and 1998. To date no action has been successful in overturning the award of a franchise.

We are also engaged in other routine litigation arising in the ordinary course of our business including litigation with some of the
minority shareholders in some of our subsidiaries and litigation relating to the size of the annual fee payable for the use of the public domain. We
do not believe that the adverse determination of any such pending routine litigation, either individually or in the aggregate, could have a material
adverse effect on our business or financial condition.

REGULATION

Set forth below is a summary discussion of the current Spanish telecommunications and cable television regulatory environments. This
discussion is intended to provide a general outline of the more relevant applicable regulations and is not intended as a comprehensive discussion of
such regulations. You should consider the regulatory environment discussed below asit could have a material impact on our business and results of
operations in the future.

Regulation of Electronic Communications Services
European Union Overview

Over the past decade the telecommunications market in the European Union ("EU") has been gradudly liberalized. With the aim of
consolidating the harmonized framework achieved amongst its Member States for regulation of free competition in telecommunications, in
March 2002 the EU approved a new regulatory framework for electronic communications, much of which is induded in the EU Directive on a
Common Regulatory Framework for Electronic Communications Networks and Services (the "Framework Directive"). In addition, several other
Directives and Guidelines were enacted in connection with:

. universal service and users rights relating to eectronic communications networks and services (the "Universal Service
Directive");
. access to, and interconnection of, electronic communications networks and associated facilities (the " Access Directive");
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. authorization of electronic communications networks and services (the " Authorization Directive");

. the processing of personal data and the protection of privacy in the el ectronic communications sector (the "Directive on Privacy
and Electronic Communications"); and

. guidelines on market analysis and the assessment of significant market power under the European Community regulatory
framework for el ectronic communications networks and services.

National Regulatory Authoritiesin Spain

The provision of telecommunications services in Spain is mainly regulated and overseen by the Spanish Government through the
Secretary of State for Telecommunications and Information Society, a unit of the Ministry of Industry, Tourism and Commerce (Ministerio de
Industria, Turismoy Comercio ("MITC")).

An additional independent oversight body, the Telecommunications Market Commission (Comisién del Mercado de las
Telecomunicaciones) ("CMT")), was created in 1996. The CMT supervises the activities of electronic communications and television operators.
Amongst others, it is responsible for promoting competition in the telecommunications and audiovisual markets and holds certain powers with
regard to safeguarding the plurality of service offerings, access to networks and networks interconnection. The CMT also has sanction and other
powers in connection with certain matters, solves conflicts between operators and, as the case may be, arbitrates operators disputes, on request of
the negotiating parties.

Additionally, the Spanish Government, the Ministry of Economy and Finance and the Radiocommunications National Agency are aso
national regulatory authorities in the tel ecommuni cations sector.

The General Law on Tel ecommunications of 2003

Law 32/2003, Genera on Telecommunications ("General Law on Telecommunications') became effective November 5, 2003
establishing a new regulatory framework for electronic communications services in accordance with applicable EU directives (and repeaing and
replacing, except for certain provisions, the General Law on Telecommunications of 1998, which liberdized the provision of telecommunications
services in Spain). The General Law on Telecommunications aims, amongst others, at enhancing effective competition in the tel ecommuni cations
sector, safeguarding compliance by operators with public service obligations (specialy those related to universal service), promoting the
devel opment of the tel ecommuni cations sector, ensuring an efficient use of the scarce resources, such as numbering and spectrum, defending users
rights and contributing to the development of the internal market of eectronic communications within the EU. The Genera Law on
Telecommunications provides for free competition with respect to all electronic communications services and with respect to the construction and
operation of electronic communications networks. Electronic communications services are deemed of generd interest. Operators may be imposed
certain public service obligations.

The Genera Law on Telecommunications grants universal rights of access to basic services, contains provisions relating to the privacy of
communications, the protection of personal data and the configuration of networks and services, and provides rules and procedures for the
certification of devices used for providing telecommunication services.

In accordance with the General Law on Telecommunications, its provisions shall be implemented through several regulations, none of
which have yet been enacted. Until approva of such new regulations, regulations currently in force relating, amongst others, to interconnection and
access to networks, the alocation of numbers, operator selection, number portability, universal and compulsory services, and public service
obligations, will remain applicable in the terms established by the General Law on Telecommuni cations.

In addition, the CMT will define the relevant markets (following EU Guidelines) and analyze them in order to determine the operators
holding significant market power. Pursuant to a regulation yet to be approved, the CMT will impose the most appropriate specific obligations to
those operators with significant market power in order to guarantee the development of such relevant markets within an effective competition
environment. The current markets, operators with significant market power and obligations imposed on them shall remain applicable, in the terms
established by the Genera Law on Telecommunications, until the new markets are defined, the operators with significant market power appointed
and their obligations determined.

Pursuant to Royal Decree-Law 6/2000 on certain cross-ownership and cross-voting rights restrictions in companies considered as
principal operators, amongst cothers, in the fixed-line telephony market, the ONO Group was declared by the CMT as principal operator in said
market, together with the Telefonica Group, Auna Group, France Telecom Group and Jazz Telecom, S.A. being their direct and indirect
shareholders subject to certain shareholding and voting rights restrictions. This notwithstanding, and pursuant to the terms of Royal Decree-Law
6/2000 and its implementing regulations, the CMT authorized one of the indirect shareholders of the ONO Group to keep its voting rights in two
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entities considered as principal operatorsin the fixed-line telephony market.
Authorizations

Under the General Law on Telecommunications, operators, as the sole formal requisite for the provisions of services and the construction
and operation of networks, only need to file a prior notification with the CMT.

Such notification must state the submission to the rules applicable to the rendering of the relevant service or the exploitation of the
relevant network (such rules to be approved by a new regulation). The CMT shall have 15 days to oppose to such natification, should formal
reguirements not be duly complied. If requirements are met, the CMT will order the record of the relevant operator at the Registry of Operators.

In generd terms, individual licenses and general authorizations granted under the former General Law on Telecommunications of 1998
have been extinguished, their holders being automatically authorized to render the same services under the new Law. Until the regulation
implementing the General Law on Telecommunications on the conditions to be imposed on eectronic communications operators is approved, the
conditions applicable according to former individual licenses and genera authorizations and to former regulations implementing the General Law
on Telecommunications of 1998 shall remain applicable as long as they do not contradict the Authorizations Directive.

The conditions to be imposed pursuant to the referred regulation may be amended by the Government.

The ONO Group is duly registered at the CMT as an operator entitled to provide electronic communications services and to install and
exploit electronic communications networks.

I nter connection

In order for our customers to communicate with other operators' customers, we need to interconnect our networks with such other
networks. The EU Access Directive of March 2002, within the terms of the Framework Directive, harmonizes the way in which EU Member States
regulate access to, and interconnection with, electronic communications networks and associated facilities. Its aim is to establish a regulatory
framework, in accordance with interna market principles, for relationships between suppliers of networks and services that will result in
sustai nable competition, interoperability of electronic communications services and consumer benefits. This Access Directive and the General Law
on Telecommunications establish rights and obligations for operators and for undertakings seeking interconnection and/or access to their networks
or associated facilities. The Access Directive sets out objectives for nationa regul atory authorities with regard to access and interconnection.

Interconnection agreements are subject to the supervision of the CMT and to Spanish regulations. Until anew regul ation is approved, the
Decree on Interconnection, Access to Public Networks and Numbering (“Interconnection Decree") shall remain applicable. The Interconnection
Decree requires Telefdnica to submit a "reference interconnection offer" (RIO) to the CMT containing, amongst others, its proposed price terms,
which shall be cost-oriented. The last interconnection reference offer is the RIO 2003.

The Interconnection Decree requires that unless the parties agree otherwise, interconnection agreements must be reached within four
months from the date of any request to start negotiations. In the event the parties cannot agree on such terms, the CMT will decide the terms
applicable to the related interconnection agreement.

Accessto theLocal Loop

Until a new regulation implementing the new General Law on Telecommunications is enacted, access to the local 100p is governed by the
Access to the Loca Loop Royal Decree of December 22, 2000. The Royal Decree provides for conditions in which operators of fixed tel ephony
service available to the public and fixed public telephony networks with significant market power, currently Telefénica, will provide access to the
local loop and related resources to the corresponding authorized operators. These operators must publish a local loop offer, including, amongst
others, the relevant technical and economic conditions. According to this Royal Decree, tariffs for the provision by Telefénica of access to the local
loop must be cost-oriented.

The last local 1oop offer published by Telefonica was approved by the CMT on March 31, 2004.
Numbering and Operator Selection

In order to provide telecommunications services, operators need to be furnished with public numbering resources, i.e. the ability to
allocate phone numbers among subscribers or users of telephony services in accordance with the applicable, government approved, National
Numbering Plan. The CMT has the authority to allocate numbers and must act within a maximum period, currently four months, from the date of

the relevant application.
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The General Law on Telecommunications and the Interconnection Decree address operator selection, which refers to the ability of the
subscriber or user to select a given operator for all or certain calls. The operator to be used can be chosen ahead of time or on a call-by-cal basis.
The operator selected must transport the calls effectively and efficiently. Operators with significant market power in the provision of connection to
and use of the public telephony network at fixed locations—currently Telefonica—are obliged to provide operator selection. The Government is
allowed to impase operator selection obligations on other type of networks.

On August 2001, Circular 1/2001 issued by the CMT entered into force to establish the ingtructions to implement preselection
mechanisms for subscriber lines connected to digita telephony switches for metropolitan cals, long distance and fixed-to-mobile calls.
Additionally, as of March 1, 2003, and pursuant to Circular 2/2002 of the CMT, fixed-line public telephony network operators that are obliged to
implement operator selection mechanisms are required to offer preselection and selection on a call-by-call basis for metropolitan, long distance and
fixed-to-mobile calls to intelligent network numbering (including personal numbering, but excluding collect call numbering) and to paging
services. Finaly, pursuant to Circular 1/2002, issued by the CMT, Telefonica was obliged to implement presel ection mechanisms for subscriber
lines connected to anal og telephony switches prior to January 31, 2003, the date as of which this form of preselection was required to be available
for long distance, metropolitan and fixed-to-mobile calls under the same conditions as presel ection offered to subscriber lines connected to digital
telephony switches.

Number Portability

Under the General Law on Telecommunications, users or subscribers shall have the right to keep their existing tel ephone numbers when
contracting for the same tel ecommuni cations services from a new provider, in the cases to be established by the relevant implementing regulation.
The Genera Law on Telecommunications further requires that operators shall share some of the costs associated with this service. Until a new
regulation is enacted, the Interconnection Decree provides for the exercise of these rights.

Occupancy Rights

Electronic communications operators have the right to occupy the public domain, benefit from expropriation procedures and be granted
rights of way or easements over the property of third parties, subject to certain conditions and insofar as required to deploy networks. The Genera
Law on Telecommunications also provides for the obligation of the authorities to promote operators to enter into agreements for infrastructure
sharing and for co-location in public and private property and, under certain conditions, the CMT may impose infrastructure sharing on the
operators.

Payments

Telecommunications operators are required to make certain payments. Most importantly, they are required to pay to the CMT a
maximum annual fee of 0.20% (currently 0.15%) of their gross telecommunications revenue minus certain interconnection, connectivity and other
costs related to those revenues, and a separate annual municipal fee of, initially, 1.5% of gross revenue obtained in each Municipality for use of the
local public domain, and certain other local fees and taxes.

Telephony Customer Charges
Telephony operators, other than operators with significant market power, are generally free to fix end-user prices.

However, per the Generd Law on Telecommunications, the Government Commission for Economic Affairs may, after a report by the
CMT, provisionally establish maximum, minimum and fixed prices, or set forth the criteria to establish those, taking into account the actual costs
of the services rendered and the existence or not of effective competition in the relevant markets. The Government Commission for Economic
Affairs shall have this power until the CMT defines the operators with significant market power, their obligations and the new markets.

During this interim period, prices charged by Telefénica for the provision of fixed-line telephony services and leased lines are based on a
model of maximum limits of annual prices, established using as a reference the annua changes in the consumer price index, approved by the
Government Commission of Economic Affairs. According to the framework currently in force, this price cap regime shall be applicable until
December 31, 2004.

Universal Service, and other Public Service Obligations
Universa service covers a range of telecommunications services which must be provided to all users at a reasonable price, regardless of
their geographical location. These include access to the fixed telephony network, incuding functional access to the Internet, availability of

directory information, sufficient provision of public pay phones, and access to fixed telephony for the handicapped. The new General Law on
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Telecommunications provides that the MITC shall designate the operator(s) entrusted to ensure the universa service. The operator(s) may be
different in each region and different services included within the scope of universal service may be provided by different operators. Should
different operators be interested in rendering these services, the regulation that shall implement the General Law on Telecommunications in this
regard shall provide for a public bidding procedure to designate the operator(s) in charge.

During the period until the new regulation on public service obligations is approved, Telefénica shall be considered as the sole operator
to provide universal service across the whole territory of Spain. Other operators, besides Telefénica, may also be required to provide universa
servicein the future.

The CMT may determine that providing universal service imposes a competitive disadvantage on the operators that provide these
services, and that the net cost of these services should be allocated among certain operators in accordance with criteria to be determined by the
CMT. The mechanism to compensate for these costs shall be the National Universal Service Fund. Contributions to the National Universal Service
Fund shall be made by the operators in accordance with a regulation that will implement the General Law on Telecommunications. The current
Decree on Universal Service indicates that a National Fund for Universal Service will be created and that the costs will eventualy be alocated
among certain operators on the basis of gross revenue. Nevertheless the CMT has agreed that no compensation shall be applied to the costs of
providing universal service for years 2001 and 2002. The CMT has not considered the costs of providing universal service for 2003 yet.

In addition to universal service, the Government may impose other public service obligations to operators to fulfil public safety or
national defence. In the same way, it may impose other public service obligations, prior report from the CMT, due to the following reasons:
territoria cohesion, extension of use of new technologies and services, to ease communications amongst certain groups with special circumstances,
and to ease the availability of those services that imply evidence of the contents of the message sent or of its sending or reception.

In the event of breach by the relevant operator of its public service obligations, prior Government decision, the State Administration shall
be entitled to directly assume the provision of the relevant services or the exploitation of the relevant networks. Additionally, the State
Administration shall be also entitled to directly assume, prior Government decision, the provision of certain el ectronic communications services or
the exploitation of certain el ectronic communications networks to guarantee public safety and national defense.

Regulation of Cable Tdevison Services
Overview

Law 42/1995 on Cable Telecommunications ("Cable Telecommunications Law"), formerly governed the exchange of video, audio
broadband, and other telecommunications over the cable telecommunications network. To these purposes, according to the Cable
Telecommunications Law, Spain was divided into 43 franchise areas in which two operators, Telefénica, and the awardee of the relevant cable
telecommunications and television concession—such as us—were allowed to provide certain cable telecommunications and cable television
services. The Cable Telecommunications Law was repealed by the General Law on Telecommunications of 1998, except for provisions dealing
with cable television, which remained applicable until they were finally superseded by the current General Law on Telecommunications. However,
pursuant to the interim regime of the General Law on Telecommunications, certain provisions of the Cable Telecommunications Law remain
temporarily applicable.

Pursuant to the Generd Law on Telecommunications, our former cable television concessions have been converted by the CMT into
administrative authorizations to provide cable television and radio services, including pay-per-view, in our franchise areas.

Besides certain minor cable television operators existing prior to the calling of the tenders under the Cable Telecommunications Law that
may operate in the franchise areas, until December 31, 2009, only two operators can provide cable television services in each franchise area
(Telefénica and a second operator, such as us). This limitation may be removed by the Government as of December 31, 2005 if after consultation
with the CMT, the Government deems it appropriate in light of the overall rollout of cable networks in Spain. This limitation does not affect those
franchise areas where no original concession was awarded pursuant to the Cable Telecommunications Law. In those areas, administrative
authorizations to provide cable television and pay-per-view services may be granted after the approval of the relevant regulation that will govern
the provision of cable television services, as established by the General Law on Tel ecommunications.

At present, and until the relevant regulation is approved, the provision of cable television services is mainly governed by those provisions
still applicable of the Cable Telecommunications Law, pursuant to the relevant interim provisions of the General Law on Telecommunications, the
law commonly referred to as the Law of Television Without Frontiers, the Conditional Access Law of 1997—temporarily applicable until the
relevant regulation is approved, as established by the General Law on Telecommunications—and the relevant resolution converting the former
concessions to provide cable television services within our franchise areas into administrative authorizations. After the approval of the regulation
that will govern the provision of cable television services, our administrative authorizations to provide cable television and pay-per-view services
will be subject to that regulation.
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For a discussion on the cable television national regulatory authorities, please see "Nationa Regulatory Authorities in Spain" under
"Regulation of Electronic Communications Services" above.

Obligations

According to the relevant cable television concession conversion document, as holders of administrative authorizations to provide cable
television and pay-per-view servicesin our franchise areas we are subject, amongst others, to the following obligations:

. to distribute programming provided by independent third party programmers. The relationship between the cable operator and
the independent programmers shall be freely negotiated by the parties, in accordance with the provisions approved by the
relevant Administrations,

. to comply with rules established in the Law of Television Without Frontiers, regarding, amongst others, programming,
television advertising, tel eshopping and sponsorships and programming legislation aimed at protecting children,

. to comply with the EU provisions and nationd legislation on intellectual property,

. and to comply with obligations on conditional access, on access to certain television and radio services, on broadband television
and rebroadcast that may be imposed on the holder of an administrative authorization pursuant to the interim regime
egtablished in the Genera Law on Telecommunications. This notwithstanding, until the relevant regulation on these issues is
approved:

0 holders of administrative authorizations to provide cable television and pay-per-view services are subject to comply
with the Conditional Access Law of 1997, which imposes, amongst others, the obligation that decoders for
conditional access must be compatible and that the standard agreement between distributors and operators with
customers for the use of decoders and the provision of digital television services through conditional access must be
approved by the CMT; and

(i) the provisions of the Cable Telecommunications Law on the obligations to distribute all terrestrial national broadcast
channels, regional channels and those local channels if requested by the subscribers, are till applicable to cable
television operators.

It should be noted that it is not clear whether, in addition to the above described obligations mentioned in the relevant cable television
concession conversion document, there are other former obligations imposed on cable operators under the former concessions that remain
applicable. For instance, according to the current interpretation of the MITC any act or contract which results in the transfer, sale, lease,
encumbrance or similar transaction of all or any of the shares of the administrative authorization holder must be authorized in advance by the
MITC.

Concession Payments
Under applicable Spanish regulations, cable television operators are required to make certain payments related to their administrative

authorization. In particular, they are required to pay the CMT an annual fee of 0.1% of their gross income for the provision of cable television and
pay-per-view services.
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MANAGEMENT
Directorsand Senior Management

Our directors and senior managers have had extensive experience in other telecommunications and related companies in the United
Kingdom, the United States and Spain. Cableuropa was founded by Eugenio Galdén. Mr. Galdon was instrumental in the liberalization of the
Spanish telecommunications and cable television markets and has managed several of Spain's largest media companies. Other key members of our
management team have extensive experience with other cable television and tel ecommunications companies in Spain and internationally.

All decisions regarding our business are made by the Board of Directors of GCO, our ultimate corporate parent.
Dexcription of GCO's Shareholders Agreement

GCO's shareholders entered into a shareholders agreement, dated February 9, 2004, which addresses matters relating to our corporate
governance, induding the eection of the GCO Board of Directors, managing director and other senior managers of the ONO Group, major
corporate decisions, and change of control issues.

The shareholders' agreement provides that GCO's Board of Directors will consist of thirteen directors, with five directors appointed by
Spaincom (or by Spaincom's shareholders), including the managing director, two directors appointed by Banco Santander Centra Hispano, one
director appointed by Multitel, one director appointed by Ferrovial, one director appointed by VAL Telecomunicaciones, one director appointed by
Sodinteleco and two independent directors to be nominated by the shareholders.

Certain corporate decisions require the favorable vote of the holders of at least 66 %1% of GCO's voti ng shares, or the prior consent of at
least eleven of its directors. While the GCO Board of Directors may delegate many of its powers to the managing director, certain actions will
reguire the prior approval of the Board of Directors and, in some cases, the approval of GCO's or Cableuropa's President, as applicable.

Change of control

Each of GCO's current shareholders has agreed to launch an offer to the remaining shareholders for the acquisition of the total share
capital of GCO if, either directly or indirectly, any such shareholder acquires or control 50% or more of GCO's shares or voting rights.

The parties to the shareholders agreement expressly agree that the shareholders' agreement takes precedence, between the parties, over
the bylaws. The shareholders agreement expires at the earlier of June 30, 2004 and a change of control as a result of a public offer for the
acquisition of GCO's total share capital.

Administration Agreement

On March 30, 2002, Cableuropa signed an Administration Agreement with GCO which was amended on March 28, 2003. Pursuant to
this Administration Agreement, the GCO Board of Directors must approve al significant decisions affecting the business and corporate affairs of
the ONO Group. In addition, GCO appoints the directors to the Cableuropa Board of Directors, consisting of two executive directors, two
independent directors and a director representing the shareholders of GCO. Cableuropa's managing director, and president if necessary, executes
al decisions that are not subject to a formal approval by the Cableuropa Board of Directors. In addition, GCO's Auditing and Compliance
Committee shall act as Cableuropa's Auditing and Compliance Committee for the purpases of Sarbanes-Oxley act.

Directorsof GCO

The Directors of GCO are as follows:

Member of
Board of
Directors
Directors:
Eugenio GAlON™............coooeeeeeeeeeeeeeeeeeeeeeeeee e 53 Director and President 2002 2006
Richard Alden® 40 Managing Director 2002 2006
PEter FOIEYD ... 43 Director and Vice President 2003 2006
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Jack McCarthy®@ 36 Director 2002 2005
David Brochet?....... 37 Director 2002 2005
Bhupesh Gupta®.. 45 Director 2004 2007
Matias Rodriguez Inci arte’ 56 Director 2002 2005
Juan Carl oS MUAOZ.........ovveeeeeeeoeeeeeeeeeeeees 37 Director 2002 2006
NICOIAS VIllEN™ ..o 54 Director 2003 2006
TOMES FUBIES™ ... 64 Director 2004 2007
José LUis Ulbarmi@ . .........coovveoveeeeeeeerceseeesee 49 Director 2004 2007
Leopoldo Calvo-SOtel 07 ..o 78 Director 2002 2005
RaiMO Lindgren® ..........ooveeeeeeeeeeeeeeeeeeeeeee e 68 Director 2002 2005

(0] Appointed as proposed by Grupo Multitel.

2 Appointed as proposed by Spaincom.

3 Appointed as proposed by Banco Santander Central Hispano (SCH).
4 Appointed as proposed by Ferrovial.

5) Appointed as proposed by VAL Telecomuni caciones.

(6) Representing Sodintel eco.

@) Independent director.

Eugenio Galddn is the founder of Cableuropa, the Chairman of the Board and President of Cableuropa. He is aso Chairman of the
Board and President of GCO representing Multitel. Between 1973 and 1982, Mr. Gadon occupied severa senior positions in the Spanish
government including Chief of Staff to the President of the Government of Spain. From 1983 until 1991, Mr. Galdén managed different media
companies, including the radio networks COPE and the radio and television programming and broadcasting division of the PRISA Group. Since
1992, Mr. Galdén has been President and majority shareholder of Multitel, a holding company he founded in order to invest in the media and
telecommunications industry in Spain. Mr. Galdon has represented Multitel as a Director of Cableuropa since December 1997.

Richard Alden is an Executive Director and the Chief Executive Officer of Cableuropa since 2000. Mr. Alden is aso Managing Director
of GCO, appointed by Spaincom, and of most of our subsidiaries (representing Cableuropa). From 1994 to 1998, Mr. Alden worked for Groupe
Videotron, Canadas second largest cable operator, in a number of senior finance positions at Videotron U.K. and subsequently at Groupe
Videotron's microwave-based cable and tel ephone business in the United States. Mr. Alden joined Cableuropa in February 1998 as Chief Financial
Officer.

Peter Foley was appointed a Director of GCO in 2003 by Spaincom. Mr. Foley is Managing Director and Head of Organisation for GE
Commercial Finance's Global Media & Communications Team, and has 15 years experience in the media and telecommunications industries. Prior
to joining General Electric in 1997, Mr. Foley worked for Toronto Dominion Bank (TD). During his career at TD, he held senior positionsin the
Communications Finance and Risk Groups in the US and Europe.

Jack McCarthy, as appointed by Spaincom, was a permanent observer to the Board of Cableuropa from 1997 through to May 2000, at
which time he joined the Board as a Director. He was appointed a Director of GCO in February 2002. Since joining BA Capital Partnersin 1995,
Mr. McCarthy has led investments across the European continent in the industrial growth, financia services, telecommunications and business
services sectors. Mr. McCarthy joined the group as a founding partner in 1995, having previously been with the investment banking affiliates of
Bank of America Corporation and Continental Bank where from 1990 he focused on financia advisory, M&A, and capital raising mandates.

David Brochet, as appointed by Spaincom, has been a Director of GCO since March 2002. Prior to his appointment as director of GCO,
Mr. Brochet had been a permanent observer to the Board of Directors of Cableuropa since February 2001. He is a member of the Quebec Engineers
Association and a Chartered Financial Analyst (CFA). Mr. Brochet joined CDP Capital Communications in October 1998 and is now responsible
for telecommunications investments in Europe.

Bhupesh Gupta was appointed a Director of GCO in March 2004 by Spaincom. Mr. Gupta is Managing Director, Global
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Communications & Mediafor GE Corporate Financia Services. He has over 20 years of experience in finance of which the last seven have been in
the media and telecommunications industry in Europe and Asia. Prior to joining GE in 1994, Mr. Guptaworked for an affiliate of Bank of America
Corporation as Vice President, Corporate Finance. He is a Chartered Accountant, has a Bachelor of Law degree and practiced as an accountant and
consultant prior to joining Bank of America Corporation.

Matias Rodriguez I nciarte, as appointed by SCH, was also a Director of Cableuropa from December 1997 through February 2002. After
serving in the Spanish cabinet as Minister of Presidence (Ministro de la Presidencia), Mr. Rodriguez Inciarte joined Banco Santander in 1983
where he became Second Vice Chairman. After the merger with BCH, Mr. Rodriguez Inciarte was appointed Vice Chairman of SCH and Executive
Chairman of its Delegate Credit Committee. In addition, Mr. Rodriguez Inciarte is chairman of Santander-Met, an insurance holding group, and a
member of Banesto's board of directors.

Juan Carlos Mufioz, as appointed by SCH, has been Director of GCO since January 2002. He is currently in charge of
telecommuni cations investments in SCH's industrial group. Before joining SCH, he headed the Infrastructure area and worked as Account Manager
of Corporate Banking for international telecommunications groups. He also spent four years working in the Corporate Finance department of
Central Hispanoamericano Investment Banking.

Nicolas Villén, as appointed by Grupo Ferrovial, has been Director of GCO since 2003. He is currently Chief Economical-Financia
Officer of Grupo Ferrovid. He was previously Chief Executive and Operating Officer of Midland Montagu Ventures, Chief Executive Officer and
International Vicepresident of Smith Kline & French, Chief Financial Officer and Sales Manager of Abbot Laboratories and he assumed the
responsibility for financial affairsin Corning Glass Works.

Tomas Fuertes was appointed a Director of GCO in March 2004 by VAL Telecomunicaciones. Mr. Fuertes is the owner of El Pozo
holding company and is the president of the Fuertes Group and is also a member of the Executive Committee of the Region of Murcia
Confederation of Entrepreneurs. Mr. Fuertes has a degree in Executive Business Management from the University of Murcia, and has aso been
awarded a diplomain Business Management by the Ministry of Economy.

José Luis Ulibarri, representing Sodinteleco since March 2004, is the president of the Begar Group, formerly one of the main
shareholders of Retecal. He has & so been the president of Retecal since its incorporation in 1997. Mr. Ulibarri has over 20 years experience in the
media and telecommunications industries. He is the president of Castillay Ledn Radio, which has six broadcast stations in the Castillay Ledn
region and of Television de Castillay Ledn, which holds 18 local broadcast channels.

Leopoldo Calvo-Sotelo became an independent Director of Cableuropa in November 2000. Mr. Calvo-Sotelo is also an independent
Director of GCO. Mr. Calvo-Sotelo was President of the Spanish Government from 1981 to 1982 and a member of the European Parliament from
1983 to 1987. He held senior positionsin Union Espafiola de Explosivos, RENFE, Banco Urquijo, Banco Central Hispano, and the Ortegay Gasset
Foundation. He is aso amember of the board of directors of Union Fenosa.

Raimo Lindgren became an independent Director of Cableuropa in November 2000. Mr. Lindgren is also an independent Director of
GCO. Mr. Lindgren was President of Ericsson de Colombia from 1979 to 1983, and was subsequently President of Teleindustria Ericsson. From
1989 to 1999, he was President of Ericsson Espafia and Ericsson Chile.

Directorsof Cableuropa

The Directors of Cableuropa are as follows:

Member of

Board of

Directors
EUQENIO GAIAON™..........oeooeeeeeeeeeee e 53 Director and President 1997 2006
RIChard AIAEN® ... 40 Managing Director 2000 2006
NICOIAS VIllEND ..o 54 Director 2003 2006
Leopoldo Calvo-SOtel 0P ... 78 Director 2000 2005
RAIMO LiNAGreN™ ..o 68 Director 2000 2005
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(0] Executive director.

2 Appointed by the shareholders of GCO.

3 Independent director for the purposes of the Existing Indentures.
Directors Other Activities

The following table sets forth certain outside activities undertaken by GCO directors:

. deaf

Eugenio Galdon ..........cocevevvinieniiienns President of Grupo Multitel, S.A.
Managing Director and Group Leader of the GE Structured Finance (GESF) Global Communications
Peter FOley.......coooiiiieecececee Team
Jack McCarthy ........ccoovviciiniiiieene Managing Director of Bank of America Capital Partners Europe
David Brochet....... Responsible for CDP Capital Communications, telecommunications investments in Europe
Bhupesh Gupta Managing Director, Global Communications & Mediafor GE Corporate Financial Services
Matias Rodriguez Inciarte Vice Chairman of SCH, Chairman of Santander-Met and Member of the Board of Banesto
Juan Carlos Mufioz Responsible for telecommuni cations investments in SCH's industrial group

NicolasS VilléN....ooooiieieieieiieeeee Chief Economical-Financia Officer of Grupo Ferrovia, S.A.

Owner of El Pozo holding company, president of the Fuertes Group and member of the Executive
Tomas FUErES........cocoeveveinereee e Committee of the Region de Murcia Confederation of Entrepreneurs
José LuisUlibarti.......ocoooeneieiinncnnne President of Begar Group, Retecal, Castillay Ledn Radio and Television de Castillay Ledn.
Leopoldo Calvo-Sotelo.......cceevveeueenecnns Member of the Board of Directors of Union Eléctrica Fenosa
Raimo Lindgren ..........cccoevevvenieneeciens Member of the board of Directors of Ericsson Espafia, S.A.
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Board Practices

As part of the ONO Group reorganization, on February 28, 2002 the Remuneration and Appointments Committee and the Audit and
Compliance Committee in Cableuropa were dissolved and on January 3, 2002 the Board of Directors of GCO established two corresponding
committees that have the same functions that those corporate bodies previously had in Cableuropa
Remuneration and Appointments Committee

GCO's Remuneration and Appointments Committee is comprised of five members of its Board of Directors, athough only four members
have been currently appointed. Its purpose is to oversee the ONO Group's remuneration, recruitment and human resource policies. Decisions taken

by this committee are then recommended to the Board of Directors of GCO for their approval or amendment.

The following table shows the members of GCO's Remuneration and Appointments Committee:

Name Title
Jack McCarthy President
Peter Foley. Member
Juan Carlos Mufioz .. Member
Leopoldo Calvo-Sotelo ... Member
Mariona ROgEY .........ccevveecveninns ...  Secretary
Eugenio Galddn ... ...  Observer
Lo g7z o N Lo L= o RO PSSP PR RO Observer
(= 1= 0Tc o 1 o (o 1S 147 o TSRS Observer

Audit and Compliance Committee
GCO's audit and compliance committee is comprised of five members of its board of directors. It meets regularly and its purpose is to
oversee the ONO Group'sinternal controls and audit policies, among others. Decisions taken by this committee are then recommended to the Board

of Directors of GCO for their approval or amendment.

The following table shows the members of GCO's Audit and Compliance Committee:

Name Title
Juan Carlos Mufioz . President
Peter Foley............... ... Member
David Brochet Member
Nicolés Villén Member
Raimo Lindgren Member
(= Lo g T= 1 (e e[ TSP Secretary
(= 0To7=: o Lo T o oo USRS Observer
Lo a7z o N Lo L= o PP PSSP PRSPPI Observer
(= 1= 0Tc o ] o (o 1S 107 ] o FO OO TSRS Observer

The GCO Audit and Compliance Committee now undertakes the functions previoudy undertaken by the Audit and Compliance
Committee of Cableuropa. As aresult, we have no separate audit committee.

Senior Management

The following table contains a description of certain members of our senior management team.

Name Age Title Member of
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Since
Richard AlJeN.........ocviieiiee e 40 Chief Executive Officer 1998
Michael VOrstman..........coevemreeinenienne s 39 Chief Financial Officer 1998
Philip Blanchette...........ccoeivinieiiiieieiieeeneeeee e 55 Chief Operating Officer—Infrastructure and Operations 2001
Fernando O €0a........cc.eiueiiiieieeeeieee e 42 Chief Operating Officer—Customers and Services 2004
Gradidalriarte. ........cocuveireneeese e 42 Resources 2001
MarioNAROGEN .....c.ueiieiiiiiiieie ettt 42 Company Secretary and Legal Services 1997
Jonathan CUMMING.........ccceriinienieie e 36 Group Treasurer 2000
ENrique [g1eSIas .......ocueiveiiiiiieceeeeceee e 48 Marketing and Sales 1999
Fernando Martinez de GUINEA............cccvevvvenneneerieennes 41 Controller 2004
1gnacio REDOIIO.........ocueieiiec 40 Large Businesses Division 1998
Hermenegildo SIMON..........cocveiiiiinieieeee e 36 Internal Audit 1998
SYIVIA CATASCO.. ettt 43 Communication 2001
DaVid COX ettt sre e 38 Projects and Quality 2000
JUAN LUIS ROS ...ttt 45 Regiona Director—Mediterranean Cluster 1998
Francisco Martinez 47 Regional Director—Southeast Cluster 1995
Enrique Presa........... 37 Regional Director—Andalucia Cluster 2000
Rafael Sanchez 54 Regional Director—North Cluster 2003

Set forth bel ow are the biographies of each of these senior managers:

Michael Vorstman is our Chief Financial Officer. From 1988 to 1992 Mr. Vorstman held a number of senior positions at AT&T
companies in Spain such as Lucent Technologies, AT& T Network Systems and Unisource NV. Mr. Vorstman joined Cableuropa in July 1998 as
the Treasurer and was appointed Chief Financial Officer in May 2000.

Philip Blanchette is our Chief Operating Officer for Infrastructure and Operations. Mr. Blanchette joined Cableuropa from
NC Numericable, the second largest cable operator in France, where he was Chief Operating Officer. Previoudy, Mr. Blanchette held various
senior positions in telecommunications operators around the world such as Global Telesystems Group.

Fernando Ojeda is our Chief Operating Officer for Customers and Services. Prior to joining Cableuropa in March 2004, Mr. Ojeda was
Chief Executive Officer of Cadbury Dulciora. He has aso been Chief Executive Officer of Bahlsen Group in Italy, after holding the Genera
Manager and the Manager of Sales and Marketing positions at this company.

Graciela lriarte joined Cableuropain October 2001 as Resources Director. From July 1998 until the commencement of her empl oyment
with Cableuropa, Mrs. Iriarte was the Executive Senior Manager of Human Resources at Uni2. Mrs. Iriarte has aso held various senior positions
in Banco Santander and Pharmacia-Upjohn.

Mariona Roger is our Company Secretary and Director of Legal Services. She joined Cableuropa in August 1997, from Multitel where
she was Company Secretary and Director of Legal Services from 1995. During her professional career, she has worked as a professor in institutions
such as the "University of Barcelona' and the "Instituto de Empresa’ in Madrid. She isa member of ASTEL ("Asociacién de Empresas Operadoras
y de Servicios de Telecomunicaciones") where she was the president for the years 1999 and 2000.

Jonathan Cumming is our Group Treasurer. Prior to joining Cableuropain May 2000, Mr. Cumming held a number of paositions in the
Barclays Group both in Spain and in the United Kingdom. Latterly, he worked in the investment banking division with the responsibility for the
bank's telecommunications financings in Spain and Portugal. Mr. Cumming is a graduate of Cambridge University.

Enrique Iglesias is Director of Marketing and Sales. Mr. Iglesias joined Cableuropa in May 1999 as our Marketing and Sales Senior
Manager for the Residential Market. From 1986 to 1993 Mr. Iglesias was Chief Operating Officer for Investronica, S.A. Between 1994 and 1998,
he was Chief Operating Officer for the personal computers division in Digital Equipment Corporation in Spain.

Fernando M artinez de Guinea is our Controller. Prior to joining us in February 2004, Mr. Martinez de Guinea was Senior Director of
the audit and consulting Telecommunications and Media Groups in Andersen. As part of his responsibilitiesin Andersen, Mr. Martinez de Guinea
headed the practice for the Spanish cable sector. He previoudy held different consulting and technical positionsin Iberdrola.

Ignacio Rebollo joined Cableuropa in October 1997 to take responsibility for our franchise bids. From 1998 to 2000 Mr. Rebollo was
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Regional Director in our North Cluster. In that year, he assumed the responsibility for Business Development and subsequently for Strategic
Marketing and Interconnection. Since 2002, Mr. Rebollo has been the Director responsible for our Large Business Division. Before joining ONO,
he worked for the telecommunication division of the sales area at 3M and as Sales Senior Manager for Spain and Portugal at Scientific-Atlanta.

Hermenegildo Simén joined Cableuropa in December 1998, as Director of Internal Audit. Before joining Cableuropa, Mr. Simén held
several financial positions in Telefénica Sistemas where he had responsibility for the Economical Control of Projects. Mr. Simén was aso
previously CFO of Intrum Justitia Ibérica, S.A.

Sylvia Carrasco is our Director of Communications. Before joining Cableuropa in January 2001, Mrs. Carrasco was the Director of the
Press Cabinet for the European Affairs Secretary of State in Spain. Previously, Mrs. Carrasco worked for EFE Agency in Paris, for Reuters in
Madrid and as correspondent in Spain for the French publication "La Tribune de L'Economie."

David Cox is our Director of Projects and Quality. Mr. Cox joined Cableuropa in 2000 as the manager in charge for Projects in our
former Internet subsidiary ONOLab. Previously, he was responsible for the NatWest Bank systems infrastructure development in Madrid. He
started his professional career as a chartered accountant in Touche Ross.

Juan Luis Ros is Regional Director of Cableuropa for our Mediterranean Cluster. Mr. Ros participated in our operating launch of the
Cédiz franchise in 1998 and he was the regiona director of ONO in the Andalucia Cluster from the beginning of the year 2001 until he held the
responsibility of the Mediterranean Cluster. Before joining Cableuropa, Mr. Ros was responsibl e for the development of local television networks

in Spain.

Francisco Martinez is Regiona Director for our Southeast Cluster. Mr. Martinez joined ONO in 1995. Previously, Mr. Martinez
worked as a Chief Executive of the Business-University Foundation of Murcia and was General Director of the Business School of Murcia.

Enrique Presa is Regional Director of ONO for our North Cluster since 2003. Mr. Presa joined ONO in 2000 as sales director for our
North Cluster. Before joining us, Mr. Presa held the Sales Director position for Digital in Madrid and for Compaq in the North of Spain.

Rafael SAnchez is Regional Director of ONO for our Andalucia Cluster since September 2003. Mr. Sanchez joined ONO in 1998 as the
sales director of our Andalucia cluster, after an extensive experience holding different senior positionsin the commercial and management areas of
IBM and as consultant in the governmental department of Information and Communications Technol ogies.

Compensation

The amount accrued to members of the Boards of Directors of Cableuropa and GCO for fees and other remuneration, including executive
remuneration, totaled €1.2 million in 2003. In addition, a December 31, 2003 the members of the Board of Directors of Cableuropa and of GCO
listed above had 4,760,019 options within the framework of the Stock Option Plan. There are no service contracts or severance benefits for any of
our directors with GCO or the ONO Group upon termination of employment (other than service contracts customarily provided with respect to
directors).

In 2003 we launched an Incentive Plan aimed to attract and retain certain key employees and managers. The eligible employees have the
right, subject to certain conditions, to receive an extraordinary bonus, with a vesting period of approximately three years. The terms of the plan
provide for accrual of annual bonuses from 2003 to 2006 based on individual and ONO group performance. The bonuses are payable beginning in
2006 and continuing through 2009 in annual installments corresponding to the amount accrued three years earlier. The accrued provision as of
December 31, 2003, amounting to €2.1 million, relates to the contributions vested up to the balance sheet date.

Share Ownership

Currently none of our directors and members of our administrative, supervisory or management bodies directly holds any ordinary shares
of Cableuropa or GCO.

Stock Option Plan

We have an executive fidelity option plan which includes certain current and former Directors and members of senior management and
other key employees of the ONO Group. Our Board of Directors may amend the plan at any time. The terms of the plan provide for phantom
options, pursuant to which participants have been granted rights that, when exercised, will entitle them to a cash sum equivalent in value to the
increase in the value of Cableuropas or GCO's share price between the date of the grant and the date of exercise. The options referenced to the
share value of Cableuropa vest in three installments, with one-third of the options vesting 42 months after the date of grant and the remaining
portion vesting in two equal annual installments thereafter. The plan has an initial life of ten years. In 2003, certain directors, former directors and
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executives of the ONO Group were granted options referenced to the value of GCO shares.
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SHAREHOLDERS AND BENEFICIAL OWNERS
Cableuropa Shareholders

As of December 31, 2003, our authorized share capital was €484,662,719 consisting of 484,662,719 ordinary shares, of €1.00 par value
each. All of our ordinary shares are held by GCO, our sole sharehol der.

GCO Shareholders
In February 2004, GCO completed the acquisition of 60.99% of Retecal, the cable telecommunications franchisee for the region of

Cadtilla'y Ledn, in exchange for approximately 8.35% of the share capital of GCO, on a post acquisition basis. Following the Retecal acquisition,
GCO's sharehol ders are as follows:

Total
Total per centage of Total
per centage of Non-voting percentage of
Ordinary Shares Shares Shares
Beneficially Beneficially Beneficially
Owned over Owned over Owned over
[ ficial I ital I ital I ital
Spanish Telecommunications Limited Sa.r.l......cccoevivivienennnn 40.36% 0.00% 40.36%
23A, rue N.S. Pierret, City of Luxembourg, Grand Duchy of
Luxembourg
GE Structured FiNancCe, INC. ....ccceveeciiee e 0.00% 2.87% 2.87%
1209 Orange Street, Wilmington, Delaware 19801, United States of
America
BAS Capital Funding Corporation..........cccueveeererenreeneneenennneens 0.00% 1.30% 1.30%
231 South LaSalle Street, Chicago, IL 60697, United States of
America
Capital Communications CDPQ, INC. ....ccoeviriiiiiiiineneieere e 0.00% 1.29% 1.29%
Centre CDP Capital, 1000, Place Jean-Paul-Riopelle, Montreal,
Québec H2Z 2B3 (Canada)
Banco Santander Central Hisgpano, SA. ... 15.63% 2.69% 18.32%
Paseo de Pereda, 9-12, Santander, Spain
Grupo Ferrovial, SA. ..o 8.50% 1.27% 9.76%
Principe de Vergara, 135, 28002 Madrid, Spain
Grupo MUILITEl, SA. e 8.48% 0.22% 8.70%
Pedro Mufioz Seca 4, 28001 Madrid, Spain
VAL Telecomunicaciones, S.L. ....ccccoecvevveciiecciiie e 8.64% 0.41% 9.05%
Pedro Mufioz Seca 4, 28001 Madrid, Spain
SOAINTEIECO, S.L. oot are s 8.35% 0.00% 8.35%
Francisco Herndndez Pacheco 14, Valladolid, Spain
TOLAL ..ottt ettt et bbbt r et aeeraerea s 89.95% 10.05% 100.00%

Thefollowing is a brief description of each of the beneficial shareholders of GCO.

Spaincom. Spanish Telecommunications Limited S.ar.l., known as Spaincom, was incorporated in Luxembourg in April 1997 as an investment
vehicle to invest in the Spanish telecommunications market. Spaincom's direct shareholders are Global Telecom Investments, L.L.C., a controlled
subsidiary of GE Structured Finance, Inc. (formerly known as GE Capital Services Structured Finance Group, Inc.), with 49.7%; BAEP
Telecommunications Investments, L.L.C., an indirect controlled subsidiary of BAS Capital Funding Corporation (a subsidiary of Bank of America
Corporation), with 25.3%; and Particitel International Limited Partnership, an indirect controlled subsidiary of Capital Communications CDPQ, an
affiliate of Caisse de dép6t et placement du Québec, with 25.0%.

. GE Structured Finance, Inc. is a leading equity and debt investor and provider of structured financing for companies in
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communications, energy, commercial and industrial and transportation industries, as well as the project and trade finance
markets. GE Structured Finance, Inc. is a unit of GE Commercial Finance, a financia services business of General Electric
Company, adiversified manufacturing, technology and services company with worldwide operations.

. BAS Capital Funding Corporation is a vehicle through which Banc of America Equity Partners, a provider of direct equity and
related investment capital for Bank of America Corporation, invests. Bank of America Corporation is one of the largest
financial institutions in the United States. Bank of America Corporation's activities are concentrated in global retail banking
and global wholesale banking conducted through offices in 36 countries. A subsidiary of Bank of America Corporation has
appointed a director to the board of directors of GCO. Affiliates of Bank of America Corporation are managers of the offering
of the Notes and act as lead dealer manager of the tender offer by ONO Finance for the Existing Notes, see "Refinancing
Transactions.”

. The Caisse de dépbt et placement du Québec is a financial institution that manages funds for public and private pension and
insurance funds. Through certain subsidiaries, the Caisse offers private investment funds and real estate management services
to external institutional investors. The leading institutional fund manager in Canada the Caisse invests in the main liquid
markets aswell asin private equity and rea estate.

Banco Santander Central Hispano. Banco Santander Central Hispano, S.A., is Spain's leading financia institution, offering a full range of
banking services to individual and corporate customers. Banco Santander Central Hispano has contributed the shares it holds in GCO, in addition
to the shares it holds in other companies, to a wholly-owned Spanish vehicle, Cantabra de Inversiones, S.A.

Grupo Ferrovial. Ferrovial Telecomunicaciones, S.A., is asubsidiary of Grupo Ferrovia, S.A., an internationally diversified Group whose main
line of business is construction but is also active in water treatment and supply, infrastructure development, such as urban parking, highway and
airport managements and real estate and urban services.

Grupo Multitel. Grupo Multitel, S.A. is a holding company which was incorporated to provide support in the definition, launching, management
and control of telecommunications and media projects in Spain. In 1992, Grupo Multitel was the first company to launch cable activities in the
deregulated telecommunications market in Spain and has since then acquired significant experience in the sector. The shareholders of Grupo
Multitel incdlude Eugenio Galdén, the President of Cableuropa, who holds a majority equity interest; ETMF Il, an investment fund specialized in
media and telecommunications investments, sponsored by BNP Paribas, Omega Capital, a Spanish investment company with interests in various
sectors; and JP Morgan Capital Partners.

VAL. VAL Telecomunicaciones, S.L. is a holding company owned by most of the former minority shareholders of our subsidiaries and Grupo
Multitel, which is the largest single shareholder of VAL Telecomunicaciones, S.L. These shareholders consist primarily of regiona financial
institutions, regional newspapers and local businesses.

Sodinteleco. Sodinteleco, S.L. became a shareholder of GCO, after GCO's purchase of 60.99% of Retecal. Sodinteleco is a holding company
owned by most of the former shareholders of Retecal including: Caja Espafia, Grupo Begar, Caja Segovia and Caja Avila. These shareholders
consist primarily of regional financial institutions, construction companies and local businesses.

RELATED PARTY TRANSACTIONS

We pursue transactions with certain related parties or our &ffiliates (as defined in the U.S. Securities Act) from time to time and in the
ordinary course of our business. All such related party transactions are approved or ratified by our board of directors and we believe that such
transactions are based on terms at |east as favorable as terms offered by unrelated parties. Set forth below is alist of our related party transactions:

. We maintain primary bank accounts with Banco Santander Central Hispano and lease vehicles and purchase computer
equipment from affiliates of Banco Santander Central Hispano, and Genera Electric.

. We have contracted with Grupo Ferrovial, among others, for the construction and delivery of our networks.

. A subsidiary of Bank of America Corporation is a significant shareholder of GCO and has appointed a director to the board of
directors of GCO. An &ffiliate of Bank of America Corporation is one of the arrangers of our Senior Bank Facility and is one of
the providers of the foreign currency swap entered into on May 18, 2000. See "Management's Discussion and Analysis of
Financial Condition and Results of Operations of Cableuropa—Quantitative and Qualitative Disclosure About Market Risks."
Affiliates of Bank of America Corporation have acted as managers with respect to the offerings for the Existing Notes and are
acting as managers in this offering. Affiliates of Bank of America Corporation are also acting as the lead dea er manager in the
tender offer by ONO Finance for the Existing Notes, see "Offering Memorandum Summary—The Refinancing Transactions.”
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d Caisse de dépdt et placement du Québec, is one of the lenders under our Senior Bank Facility.

. GCO's shareholders' agreement governs the relationship between GCO and its shareholders, but aso has provisions affecting
Cableuropa and its subsidiaries. For a description of GCO's shareholders agreement, see "Management—Description of GCO's
Shareholders Agreement.”

. We intend to enter into shared service agreements with Retecal over the short term in order to capture economies of scale and
aggregate buying power. Such agreements will be approved or ratified by our board of directors on the basis that they are on
terms at least as favorable as terms offered by unrelated parties. In addition, we have entered into agreements with Retecal in
the ordinary course of our business. These agreements were concluded prior to the acquisition of Retecal by GCO.

DESCRIPTION OF OTHER INDEBTEDNESS
The Senior Bank Facility

On August 8, 2001, the ONO Group, as guarantors and borrowers, entered into an agreement with a series of internationa banks as
arrangers of a Senior Bank Facility to provide financing of up to €800 million to fund our network construction, capital expenditure and working
capital requirements. On February 13, 2003 the parties amended the facility to, among others, reduce the total amount available to €750 million,
obtain the arrangers approva of a new business plan, amend certain financial covenants, and impase a new covenant on capital expenditure. The
description that follows is of the amended facility.

Under the Senior Bank Facility agreement, the borrowers must fulfill a number of conditions to borrowing avail ability, including certain
representations and warranties, one of which is the absence of material adverse changes in the business condition or operating results of any
member of the ONO Group. No assurance can be given that such conditions to borrowing will be fulfilled or that funds under the facility
agreement will be made available to us. As of December 31, 2003, we had a balance of € 515 million under the facility and €545 million as of
March 31, 2004.

TheFadility

In genera terms, the facility is intended to finance the construction, capital expenditure and working capital needs of the borrowers
tel ecommuni cations business in accordance with the agreed business plan. There are five separate tranches to the facility:

. Facility A is a revolving credit facility in an aggregate of €125 million which may only be used for the payment of invoices
issued by Alcatel pursuant to a telecommunications equi pment supply agreement;

. Facility B is a revolving credit facility in an aggregate amount of €255 million which can be used for general corporate
purposes;

. Facility C is aterm loan facility in an aggregate amount of €45 million which can be used for general corporate purposes;

. Facility D is aterm loan facility in an aggregate amount of €655 million which can be used for general corporate purposes; and

. Facility E isarevolving credit facility in an aggregate amount of €50 million which can be used for general corporate purposes.

Amounts outstanding at any time under Facility A, B, C and D may not exceed €700 million and the total amount outstanding under the
facilities may not exceed €750 million.

Maturity/Availability

. Facilities A and B mature on August 8, 2004, and are avail able until one month before this date.
. Facility C matures on December 31, 2008.

. Facility D matures on December 31, 2008, and is available until August 8, 2005.

. Facility E matures on December 31, 2008, and is available until one month before this date.
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Interest/Fees. The Senior Bank Facility bears interest at a floating rate determined by reference to EURIBOR plus a margin. The margin on
Facility C is 4.50% per year. The margin on the other facilities is between 1.00% and 3.25% per year depending on the ratio of group total
indebtedness to consolidated annualized EBITDA. The currently applicable margin is 3.00%. The interest payments are subject to increase to
compensate lenders for any additional cost of compliance with the requirements of the Bank of England, the Financial Services Authority or the
European Central Bank.

The Senior Bank Facility includes a commitment fee, payable quarterly in arrears on the undrawn amount of the Senior Bank Facility,
facility agent and security agent fees.

Repayment. Any advances under Facility A, Facility B and Facility E must be repaid in full on the last day of the relevant interest period. Any
advances under Facility C must be repaid in full on December 31, 2008. Advances under Facility D must be repaid in accordance with an agreed
repayment schedule as set out below:

Percentage of Cumulative

Eacility D to be Percentagetobe

Date repaid repaid
December 31, 2005 3.33 3.33
June 30, 2006.............. 10.00 13.33
December 31, 2006 13.33 26.66
June 30, 2007.............. 20.00 46.66
December 31, 2007 26.66 73.32
LU TSI O T2 00 T 20.00 93.32
DECEMDET 3L, 2008 ......eeeeeeieeeeee e ee ettt e e e e e e es et e e eeasass s st ebbeeaesssaasbeseees s sabasaesasesarbbbesaessarrrnes 6.68 100.00

Security Interests. As security for the Senior Bank Facility, the lenders thereunder have been granted a first-ranking security interest in:
. Cableuropa's own shares and the shares of its subsidiaries; and

. material assets of the ONO Group to the extent that this can be granted, including materia contracts, intra-group loans, bank
accounts, insurance policies, and intellectua property.

The granting of these security interests is a condition precedent for availability. The Senior Bank Facility requires that any future assets
that are material to each cable telecommunications network or other telecommunications business or any assets with an individual replacement
va ue above €5 million are secured in favor of the secured creditors.

Guarantees. Each member of the ONO Group has jointly and severally guaranteed all amounts owed under the Senior Bank Facility on a senior
basis.

Other. The Senior Bank Facility also contains other terms, including terms providing for:
. voluntary prepayment (subject to broken funding costs and a prepayment premium for prepayment of Facility C);

. mandatory prepayment in certain circumstances, including the receipt of amounts exceeding €10 million from certain material
documents in any year, receipt of proceeds from the sale of certain assets exceeding €15 million in any one year, receipt of
proceeds exceeding €400 million from certain equity issuances or subordinated debt incurrences or there being excess cash
flow as calculated in accordance with the senior credit facility;

. financial and performance covenants, incduding maximum total capital expenditure, maximum total group senior debt to
consolidated annualized EBITDA, maximum group total indebtedness to consolidated annualized EBITDA, minimum EBITDA
to senior interest expense and minimum EBITDA to total interest expense;

. covenants which, among other things, limit the incurrence of additional indebtedness, assets sales, sde and leaseback

arrangements, acquisitions, the making of loans and guarantees, prepayment of other indebtedness, investments, dividends,
future capital expenditure and the entry into material contracts;
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. covenants which, among other things, require the obligors to maintain their existence, comply with laws and regulations and
maintain insurances; and

. events of default in certain circumstances.

In addition, as part of our Recapitalization, the Senior Bank Facility was amended to permit us to enter into the GCO Loan and borrow
€98.5 million from GCO and to borrow an additional €22.1 million under the facility, in each case, in order to finance the acquisition of Existing
Notes from GCO (which were immediately cancelled).

The Value Added Tax (VAT) Discounting Facilities

In June 2003, we entered into a €8.5 million VAT discounting facility with a group of Spanish institutions led by Unicgja, the principa
savings bank in Andalucia. VAT refunds in Spain are generally received six months or more after the end of the year for which the VAT refund is
due. These facilities are secured by a pledge over the VAT receivable from the Spanish tax authorities and over the account to which the VAT
refunds are to be credited and will allow us access to the VAT refund at an earlier time. Borrowings under the VAT discounting facilities are
limited to the extent of the minimum of 95% of our receivables from the Spanish government or €8.5 million. The facilities are paid off at the
earlier of (i) thereceipt of the VAT refund, or (ii) December 31 in the year after which the facilities were granted.

The Existing Notes
2009 Notes

ONO Finance completed an offering of high yield notes in May 1999. ONO Finance issued 275,000 dollar and 125,000 euro
denominated units. Each dollar unit consisted of one $1,000 principal amount 13% note due 2009 (the "2009 USD Notes") and one dollar equity
value certificate which originally evidenced the right to receive the cash value of 13.82121693 shares of Cableuropa in dollars, considering €1.00
par value shares, subject to adjustment in certain circumstances. Each euro unit consisted of one € 1,000 principal amount 13% note due 2009 (the
2009 EUR Notes" and together with the 2009 USD Notes, the "2009 Notes") and one euro equity value certificate which originally evidenced the
right to receive the cash value of 14.67260467 shares of Cableuropain euro, considering €1.00 par value shares, subject to adjustment in certain
circumstances. For additional information regarding the equity value certificates, see "—Management's Discussion and Analysis of Financia
Condition and Results of Operations of Cableuropa—Tabular Disclosure of Contractual Obligations—Equity Value Certificates." The 2009 Notes
were guaranteed on a senior subordinated basis by Cableuropa and our subsidiaries.

As the result of our Recapitalization, there are currently $92,098,000 2009 USD Notes principal amount outstanding and €45,628,000
2009 EUR Notes principal amount outstanding. Interest on the 2009 Notes is paid semi-annually on May 1 and November 1 of each year. The 2009
Notes are redeemable, at ONO Finance's option, in whole or in part, a any time on or after May 1, 2004, at 106.5% of their principal amount, plus
accrued interest, declining to 100% of their principal amount, plus accrued interest, on or after May 1, 2007. The 2009 Notes are senior unsecured
obligations of ONO Finance and rank junior to all of its future secured indebtedness and equally with all of its future senior unsecured
indebtedness and senior to any of its future subordinated indebtedness. The guarantees of the Existing Notes given by Cableuropa and its
subsidiaries, are senior subordinated obligations and rank junior to al of our existing and future senior indebtedness and equally with al of our
existing and future senior subordinated indebtedness.

2010 Notes

ONO Finance completed an offering of high yield Notes in June 2000. ONO Finance issued €200,000,000 14% Notes due 2010 (the
"2010 Notes"). The 2010 Notes were guaranteed on a subordinated basi s by Cableuropa and our subsidiaries.

As the result of our Recapitalization, there are currently €113,702,000 2010 Notes principal amount outstanding. Interest on the 2010
Notes is paid semi-annually on January 15 and July 15 of each year. The 2010 Notes are redeemable, at ONO Finance's option, in whole or in part,
at any time on or after July 15, 2005, at 107% of their principal amount, plus accrued interest, declining to 100% of their principal amount, plus
accrued interest, on or after July 15, 2008. The 2010 Notes are senior unsecured obligations of ONO Finance and will rank junior to al of its
future secured indebtedness and equally with al of its future senior unsecured indebtedness and senior to any of its future subordinated
indebtedness. The guarantees of the 2010 Notes given by Cableuropa and its subsidiaries are senior subordinated obligations and rank junior to all
of our existing and future senior indebtedness and equally with all of our existing and future senior subordinated i ndebtedness.

2011 Notes

ONO Finance completed an offering of high yield Notes in February 2001. ONO Finance issued 200,000 dollar and 150,000 euro
denominated units. Each dollar unit consisted of one U.S. $1,000 principal amount 14% note due 2011 (the "2011 USD Notes") and one dollar
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equity value certificate which originally evidenced the right to receive the cash value of 48.98512580 shares of Cableuropain dollars, considering
€1.00 par value shares, subject to adjustment in certain circumstances. Each euro unit consisted of one €1,000 principal amount 14% note due
2011 (the "2011 EUR Notes," and together with the 2011 USD Notes, the "2011 Notes') and one euro equity value certificate which originally
evidenced the right to receive the cash value of 45.98831311 shares of Cableuropa in euro, considering €1.00 par value shares, subject to
adjustment in certain circumstances. For additional information regarding the equity value certificates, see "—Management's Discussion and
Analysis of Financia Condition and Results of Operations of Cableuropa—Tabular Disclosure of Contractual Obligations—Equity Vaue
Certificates." Cableuropa and our subsidiaries guaranteed the 2011 Notes on a senior subordinated basis.

As the result of our Recapitalization, there are currently $83,514,000 2011 USD Notes principa amount outstanding and €112,053,000
2011 EUR Notes principal amount outstanding. Interest on the 2011 Notes is paid semi-annually on February 15 and August 15 of each year. The
2011 Notes are redeemable, at ONO Finance's option, in whole or in part, a any time on or after February 15, 2006, at 107% of their principal
amount, plus accrued interest, declining to 100% of their principal amount, plus accrued interest, on or after February 15, 2009. The 2011 Notes
are senior unsecured obligations of ONO Finance and rank junior to al of its future secured indebtedness and equally with al of its future senior
unsecured indebtedness and senior to any of its future subordinated indebtedness. The guarantees of the 2011 Notes given by Cableuropa and its
subsidiaries are senior subordinated obligations and rank junior to all of our existing and future senior indebtedness and equally with al of our
existing and future senior subordinated indebtedness.

The Existing | ndentures

The Existing Indentures governing the 2009 Notes, the 2010 Notes and the 2011 Notes contain covenants applicable to the ONO Group,
limitations and requirements with respect to indebtedness, restricted payments, dividends and other payments affecting the ONO Group, the
issuance and sale of capital stock of restricted subsidiaries, transactions with stockholders and affiliates, liens, asset saes, issuances of guarantees
of indebtedness of the ONO Group, sale-leaseback transactions, consolidations and mergers and provision of financial statements and reports. The
Existing Indentures al so require ONO Finance to commence and consummate an offer to purchase the Existing Notes for 101% of their aggregate
principal amount, together with any additional amounts and any accrued and unpaid interest owed on the Existing Notes to the date of purchase,
upon events constituting or which may constitute a change of control of Cableuropa. These covenants are subject to important exceptions and
qualifications, which are further described in the Existing Indentures.

The Existing Indentures a so provide for events of default, which, if any occur, would permit or require the principal of, premium, if any,
interest and other monetary obligations on the Existing Notes to become or to be declared to be immediately due and payable. Holders of the
Existing Notes may under certain circumstances be entitled to receive additional payments in respect of taxes and similar charges in respect of
payments on the Existing Notes. The Existing Indentures governing the Existing Notes are subject to, and governed by, the U.S. Trust Indenture
Act of 1939, as amended.

The Existing Indentures governing the 2009 Notes and the euro denominated 2011 Notes have been amended in connection with the
Refinancing Transactions to eliminate substantially all of the restrictive covenants, certain events of default and certain additional covenants and
rights of the holders contained therein.

Multi-Borrower Credit Facilities Governing the Existing Notes

ONO Finance and the ONO Group entered into the Multi-Borrower Credit Facilities, pursuant to which ONO Finance lent to the ONO
Group an amount egual to the gross proceeds from the offerings of the Existing Notes. The ONO Group appointed Cableuropato act as its agent in
connection with the Multi-Borrower Credit Facilities.

Principal, Maturity and Interest

The Multi-Borrower Credit Facilities specify the amount of initial loans provided on the closing date to the borrowers. Thereafter, at
Cableuropa's discretion as agent, |oans may be prepaid by a borrower so long as such amount is reborrowed immediately by another borrower. Thus
the Multi-Borrower Credit Facilities will remain fully drawn during their term and the note guarantors will at al times until repayment owe the
full principal amount on the Existing Notes. Amounts drawn under the Multi-Borrower Credit Facilities accrue interest at fixed rates that match
the principal and interest accrued on the Existing Notes. Amounts due under the Multi-Borrower Credit Facilities will be payable by the borrowers
to ONO Financein order that ONO Finance, upon receipt of such amounts, will be able to satisfy its obligations to pay principa and interest on the
Existing Notes. Amounts due under the Multi-Borrower Credit Facilities are payable to ONO Finance concurrently with ONO Finance's obligations
to make payments in respect of the Existing Notes. Accordingly, the Multi-Borrower Credit Facilities contain provisions that match the optional
and compulsory redemption provisions contained in the Existing Indentures. In addition, the Multi-Borrower Credit Facilities provide for aloan fee
to be charged to the borrowers, which will be used to pay the corporate maintenance and other expenses of ONO Finance. The Multi-Borrower
Credit Facilities also provide for the payment of such additional amounts as may be necessary so that the net amount received by ONO Finance
will not be less than amounts which ONO Finance is entitled to receive if certain taxes or other payments were not required.
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Joint and Several Liability of the Borrowers

Under the Multi-Borrower Credit Facilities, the borrowers are jointly and severally liable to ONO Finance to pay principal, interest and
any other amounts due.

Subordination

The Multi-Borrower Credit Facilities are subordinated to the senior debt of the borrowers to the same extent and in the same manner as
the note guarantees. In the case of insolvency of the borrowers under the Insolvency Law, claims from the Multi-Borrower Credit Facilities may
rank junior to contractually subordinated claims.

The Multi-Borrower Credit Facilities provide that during the continuance of any default with respect to any designated senior debt,
pursuant to which the maturity thereof may be accel erated immediately without further notice or the expiration of any applicable grace period, the
borrowers will be prohibited from making any payments pursuant to the Multi-Borrower Credit Facilities for a period (a "payment blockage
period"), commencing on the receipt by Cableuropa of a written notice of such default from the representative of the creditors of such designated
senior debt specifying an election to effect a payment blockage period and ending 179 days thereafter, unless the payment blockage period is
terminated earlier.

Covenants

The Multi-Borrower Credit Facilities provide that the borrowers will comply with al covenants and other agreements contained in the
relevant Existing Indentures applicable to Cableuropa and its restricted subsidiaries, as the case may be.

Events of Default

Any event of default under the relevant Existing Indentures will also constitute an event of default under the Multi-Borrower Credit
Facilities.

GCO Loan

In connection with our Recapitalization, we borrowed €98.5 million from GCO pursuant to a loan in order to partially fund our purchase
of the Existing Notes intended for cancellation. This loan, dated February 13, 2003, matures on March 1, 2011 and carries an interest rate of 7.5%
per annum, payable annually. This loan is subordinated to our obligations under the Senior Bank Facility and is pari passu with our obligations
with respect to the Notes and the Existing Notes. GCO has confirmed that, within one month following completion of the Refinancing
Transactions, Cableuropa will take all necessary actions and make all necessary submissions, including submissions to the Mercantile Registry, to
convert the GCO Loan into common stock of Cableuropa. See "Recent Developments—Conversion of the GCO Loan and Participative Loans into
Common Stock of Cableuropa.”

THE NOTES PROCEEDS LOANS

The ONO Group will enter into a Fixed Rate Note Proceeds Loan with ONO Finance, pursuant to which ONO Finance will lend the
gross proceeds of the Fixed Rate Notes to Cableuropa and the other Subsidiary Guarantors, and a Floating Rate Note Proceeds Loan with ONO
Finance, pursuant to which ONO Finance will lend the gross proceeds of the Floating Rate Notes to Cableuropa and the other Subsidiary
Guarantors. The ONO Group will appoint Cableuropato act as its agent in connection with the Notes Proceeds Loans.

Principal Maturity and Interest

The Notes Proceeds Loans specify the amount of initial loans provided on the daosing date to the borrowers. Thereafter, at Cableuropas
discretion as agent, loans may be prepaid by a borrower so long as such amount is reborrowed immediately by another borrower. Thus the Notes
Proceeds Loans will remain fully drawn during their term and Cableuropa and the other Subsidiary Guarantors will at all times until repayment
owe the full principal amount on the Notes. The Notes Proceeds Loans will accrue interest at rates that match the interest accrued on the Notes.
Amounts due on the Notes Proceeds Loans will be payable by Cableuropa and the other Subsidiary Guarantors to ONO Finance in order that ONO
Finance, upon receipt of such amounts, will be able to satisfy its obligations to pay principal and interest on the Notes. Amounts due under the
Notes Proceeds Loans will be payable to ONO Finance concurrently with ONO Finance's obligations to make payments in respect of the Notes.
Accordingly, the Notes Proceeds Loans will contain provisions that match the optional and compulsory redemption provisions contained in the
Indentures. In addition, the Notes Proceeds Loans will provide for a loan fee to be charged to Cableuropa and the other Subsidiary Guarantors,
which will be used to pay the corporate maintenance and other expenses of ONO Finance. The Notes Proceeds Loans will also provide for the
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payment of such additional amounts as may be necessary so that the net amount received by ONO Finance will not be less than amounts which
ONO Finance is entitled to receive if certain taxes or other payments were not required.

Subordination

The Notes Proceeds Loans will be subordinated to the senior debt of Cableuropa and the other Subsidiary Guarantors to the same extent
and in the same manner as their Subsidiary Guarantee. The Notes Proceeds Loans will be equa in right of payment with the Multi-Borrower
Credit Facilities.

Upon a Repayment Event, the Notes Proceeds Loans will be pledged to the lenders under the Senior Bank Facility to secure the
obligations of Cableuropa under the Senior Bank Facility, and will be assignable to a third party in the event of an enforcement by the lenders
under our Senior Bank Facility of a security interest thereunder and the release by Cableuropa and the other Subsidiary Guarantors of their
guarantees of the Notes. See "Description of the Notes—Ranking of the Notes and the Note Guarantees.”

Covenants
The Notes Proceeds Loans will provide that we will comply with all covenants and other agreements contained in the Indentures.
Events of Default
Any event of default under the Indentures will also constitute an event of default under the Notes Proceeds Loans.
DESCRIPTION OF THE NOTES

The Issuer will issue the floating rate senior notes due 2014 offered hereby (the "Floating Rate Notes") under an indenture (the "Floating
Rate Note Indenture') among the Issuer, the Note Guarantors and The Bank of New York, as Trustee (in such capacity, the "Floating Rate
Trustee"). The Issuer will issue the 10.5% senior notes due 2014 offered hereby (the "Fixed Rate Notes' and, together with the Floating Rate
Notes, the "Notes") under an indenture (the "Fixed Rate Note Indenture" and, together with the Floating Rate Note Indenture, the "Indentures")
among the Issuer, the Note Guarantors and The Bank of New York, as Trustee (in such capacity, the "Fixed Rate Note Trustee" and, together with
the Floating Rate Note Trustee, the "Trustees'). The Parent Guarantor will become a party to the Indentures upon a Repayment Event. Any
references herein to a "Trustee" means the Floating Rate Trustee and/or the Fixed Rate Note Trustee, and to an "Indenture” means the Floating
Rate Note Indenture and/or the Fixed Rate Note Indenture, in each case as the context may require. In addition, references herein to the Notes
include the Floating Rate Notes and/or the Fixed Rate Notes, and references to the "Issuer” refer only to ONO Finance plc and not to the Company
or any of its subsidiaries. The definitions of certain other terms used in this description are set forth throughout the text or under "—Certain
Definitions."

The terms of the Notes include those set forth in the Indentures governing the Notes and thase made part of such Indentures by reference
to the Trust Indenture Act. The Indentures are not, however, required to be nor will they be qualified under the Trust Indenture Act and will not
incorporate by reference al of the provisions of the Trust Indenture Act.

The registered holder of a Note will be treated as its owner for al purposes. Only registered holders will have rights under the
Indentures, including, without limitation, with respect to enforcement and the pursuit of other remedies. The Notes will not be registered under the
U.S. Securities Act and will therefore be subject to certain transfer restrictions.

The following description is a summary of the material terms of the Indentures. It does not, however, restate the Indentures in their
entirety and where reference is made to particular provisions of an Indenture, such provisions, including the definitions of certain terms, are
qualified in their entirety by reference to al of the provisions of the relevant Notes and such Indenture. You should read the Indentures because
they contain additional information and because they and not this description define your rights as a holder of the Notes. A copy of the form of each
of the Indentures may be obtained by requesting them from Cableuropa at the address indicated under "Where Y ou Can Find More Information” or,
if and so long as the Notes are listed on the Luxembourg Stock Exchange and the rules of the Luxembourg Stock Exchange so require, from the
office of the paying agent in Luxembourg.

The Issuer has made an application to list the Notes on the Luxembourg Stock Exchange. The Issuer can provide no assurance that this
application will be accepted. If and so long as the Notes are listed on the Luxembourg Stock Exchange, the Issuer will maintain a paying or transfer

agent in Luxembourg. See "—Payments on the Notes; Paying Agent."

Principal, Maturity and I nterest
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The Issuer will issue €280.0 million aggregate principal amount of Notes in this offering in denominations of €1,000 and integral
multiples thereof.

TheFloating Rate Notes

The Floating Rate Notes will mature on May 15, 2014 at their principal amount plus accrued and unpaid interest to the maturity date
unless redeemed prior thereto as described herein. The Issuer will issue the Floating Rate Notes in the aggregate principal amount of €100 million.
Subject to the covenant described under "—Certain Covenants—Limitation on Debt," the Issuer is permitted to issue additional Floating Rate
Notes ("Additional Floating Rate Notes") under the Floating Rate Note Indenture from time to time. The Floating Rate Notes and any Additional
Floating Rate Notes that are issued will be treated as a single class for al purposes of the Floating Rate Note Indenture, including those with
respect to waivers, amendments, redemptions and offers to purchase. Unless the context otherwise requires, references to the "Floating Rate
Notes" for all purposes of the Floating Rate Note Indenture and in this "Description of the Notes" include references to any Additional Floating
Rate Notes that are issued.

Each Floating Rate Note will bear interest at a rate per annum, reset quarterly, equa to EURIBOR plus 8.5%, as determined by the
caculation agent (the "Calculation Agent"), which shadl initialy be the Floating Rate Note Trustee. Interest on the Floating Rate Notes will be
payable quarterly in arrears on February 15, May 15, August 15 and November 15, commencing on August 15, 2004. The Issuer will make each
interest payment to the holders of record of the Floating Rate Notes on the immediately preceding February 1, May 1, August 1, and November 1.
Interest on the Floating Rate Notes will accrue from the most recent date to which interest has been paid or, if no interest has been paid, from and
including the Issue Date.

Set forth below is a summary of certain of the defined terms used in the Floating Rate Note Indenture relating solely to the Floating Rate
Notes.

"Determination Date," with respect to an Interest Period, will be the day that is two TARGET Settlement Days preceding the first day of
such Interest Period.

"EURIBOR" with respect to an Interest Period, will be the rate (expressed as a percentage per annum) for deposits in euros for a
three-month period beginning on the day that is two TARGET Settlement Days after the Determination Date that appears on Telerate Page 248 as
of 11:00 am., Brussels time, on the Determination Date. If Telerate Page 248 does not incdude such a rate or is unavailable on a Determination
Date, the Calculation Agent will request the principal London office of each of four major banks in the Euro-zone inter-bank market, as selected by
the Calculation Agent, after consultation with the Issuer, to provide such bank's offered quotation (expressed as a percentage per annum) as of
approximately 11:00 am., Brussels time, on such Determination Date, to prime banks in the Euro-zone interbank market for deposits in a
Representative Amount in euro for a three-month period beginning on the day that is two TARGET Settlement Days after the Determination Date.
If at least two such offered quotations are so provided, the rate for the Interest Period will be the arithmetic mean of such quotations. If fewer than
two such quotations are so provided, the Calculation Agent will request each of three major banks in London, as selected by the Calculation Agent,
after consultation with the Issuer, to provide such bank's rate (expressed as a percentage per annum), as of approximately 11.00 am., London time,
on such Determination Date, for loans in a Representative Amount in euros to leading European banks for a three-month period beginning on the
day that is two TARGET Settlement Days after the Determination Date. If at least two such rates are so provided, the rate for the Interest Period
will be the arithmetic mean of such rates. If fewer than two such rates are so provided, then the rate for the Interest Period will be the rate in effect
with respect to the immediately preceding Interest Period.

"Euro-zone" means the region comprised of member states of the European Union that adopt the euro.

"Interest Period" means the period commencing on and including an interest payment date and ending on and including the day
immediately preceding the next succeeding interest payment date, with the exception that the first Interest Period shall commence on and include
the Issue Date and end on and include August 14, 2004.

"Representative Amount” means an amount of not less than €1,000,000 for a single transaction in the relevant market at the relevant
time.

"TARGET Settlement Day" means any day on which the Trans-European Automated Real-Time Gross Settlement Express Transfer
(TARGET) System is open.

"Telerate Page 248" means, the display page so designated on Bridge's Telerate Service (or such other page as may replace that page on
that service, or such other service as may be nominated as the information vendor).

The amount of interest for each day that the Floating Rate Notes are outstanding (the "Daily Interest Amount") will be calculated by
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dividing the interest rate in effect for such day by 360 and multiplying the result by the principal amount of the Floating Rate Notes. The amount of
interest to be paid on the Floating Rate Notes for each Interest Period will be calculated by adding the Daily Interest Amounts for each day in the
Interest Period.

All percentages resulting from any of the above calculations will be rounded, if necessary, to the nearest one hundred thousandth of a
percentage point, with five one-millionths of a percentage point being rounded upwards (e.g., 9.876545% (or .09876545) being rounded to
9.87655% (or .0987655)) and all euro amounts used in or resulting from such calculations will be rounded to the nearest cent (with one-half cent
being rounded upwards).

The interest rate on the Floating Rate Notes will in no event be higher than the maximum rate permitted by New York law as the same
may be modified by United States law of general application.

The Calculation Agent will upon the request of any holder of Floating Rate Notes, provide the interest rate then in effect with respect to
the Floating Rate Notes. All calculations made by the Calculation Agent in the absence of manifest error will be conclusive for al purposes and
binding on the Issuer, the Floating Rate Note Guarantors and the holders of the Floating Rate Notes.

TheFixed Rate Notes

The Fixed Rate Notes will mature on May 15, 2014 at their principal amount plus accrued and unpaid interest to the maturity date unless
redeemed prior thereto as described herein. The Issuer will issue the Fixed Rate Notes in the aggregate principal amount of €180 million. Subject
to the covenant described under "—Certain Covenants—Limitation on Debt," the Issuer is permitted to issue additional Fixed Rate Notes
("Additional Fixed Rate Notes') under the Fixed Rate Note Indenture from time to time. The Fixed Rate Notes and any Additional Fixed Rate
Notes that are issued will be treated as a single dass for all purposes of the Fixed Rate Note Indenture, including those with respect to waivers,
amendments, redemptions and offers to purchase. Unless the context otherwise requires, references to the "Fixed Rate Notes' for all purpases of
the Fixed Rate Note Indenture and in this "Description of the Notes" include references to any Additiona Fixed Rate Notes that are issued.

Each Fixed Rate Note will bear interest at the rate of 10.5% per annum shown on the cover page of this offering memorandum from the
date of the Fixed Rate Note Indenture or from the most recent interest payment date to which interest has been paid or provided for, whichever is
later. Interest will be payable on each Fixed Rate Note on May 15 and November 15 of each year, commencing on November 15, 2004. Interest
will be payable to holders of record on each Fixed Rate Note in respect of the principal amount thereof outstanding as of the immediately
preceding May 1 or November 1, as the case may be. Interest will be computed on the basis of a 360-day year comprised of twelve 30-day months
and will be paid on overdue principa and other overdue amounts at the same rate.

Ranking of the Notes and the Note Guar antees

The Notes
The Notes will:
@ be the Issuer's genera senior unsecured obligations;
(b) rank senior in right of payment to any and dl of the Issuer's future indebtedness that is subordinated in right of payment to the Notes;
(© rank senior in right of payment to the Existing Equity Value Certificates;
(d) rank equally in right of payment with all of the Issuer's existing and future unsecured indebtedness that is not subordinated in right of

payment to the Notes, including the Existing Notes; and

(e effectively be subordinated in right of payment to all future secured indebtedness of the Issuer to the extent of the value of the assets
securing such indebtedness.

The Subsidiary Guarantors' Guarantees
Each Subsidiary Guarantor's Guarantee will:
@ be agenera unsecured obligation of the Subsidiary Guarantor that granted such Guarantee;
(b) be subordinated in right of payment to the payment in full in cash of all of such Subsidiary Guarantor's existing and future Senior Debt,
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including its obligations under the Senior Bank Facility;

(© rank equally in right of payment with any and al of such Subsidiary Guarantor's existing and future unsecured indebtedness that is not
subordinated and is not senior in right of payment of its Subsidiary Guarantee;

(d) rank senior in right of payment to any and all of such Subsidiary Guarantor's existing and future indebtedness that is subordinated in
right of payment to its Guarantee; and

(e) be subject to the restrictions on enforcement described below.
The Parent Guarantor's Guarantee

Each of the Indentures will provide that upon a Repayment Event the Parent Guarantor will provide afull and unconditional guarantee of
the Notes. The Parent Guarantor's Guarantee will:

@ be the Parent Guarantor's general unsecured obligation;

(b) rank senior in right of payment to any and all of the Parent Guarantor's existing and future indebtedness that is subordinated in right of
payment to its Guarantee;

(© rank equally in right of payment with all of the Parent Guarantor's existing and future unsecured indebtedness that is not subordinated in
right of payment to its Guarantee;

(d) effectively be subordinated in right of payment to all existing and future secured indebtedness of the Parent Guarantor to the extent of the
value of the assets securing such indebtedness;

(e be structurally subordinated in right of payment to all existing and future indebtedness of the Parent Guarantor's subsidiaries; and
() not be subject to the restrictions on enforcement described bel ow applicable to each Subsidiary Guarantors Guarantee.

Upon completion of the offering, the Issuer's only materia assets will be (a) the joint and several obligations of Cableuropa and the other
Subsidiary Guarantors to repay the proceeds of this offering lent by the Issuer to Cableuropa and the other Subsidiary Guarantors pursuant to the
Notes Proceeds Loans, and (b) the joint and several obligations of Cableuropa and the other Subsidiary Guarantors (i) to repay the proceeds from
the offering of the Existing Notes lent by the Issuer to Cableuropa and the other Subsidiary Guarantors pursuant to the Multi-Borrower Credit
Facilities, and (ii) to pay other expenses of the Issuer. As a result, the Issuer will rely on payments by Cableuropa and the other Subsidiary
Guarantors under the Notes Proceeds Loans to provide the funds necessary to make the required payments of principal of, premium, if any, and
interest on the Notes and to pay other expenses of the Issuer. The payment of all obligations of Cableuropa and the other Subsidiary Guarantors
under the Notes Proceeds Loans will be subordinated in right of payment to the payment when due of all existing and future Senior Debt of
Cableuropa (induding the Senior Bank Facility and the VAT Discounting Facility), as the case may be. To the extent that the Subsidiary
Guarantees are enforceable by the holders of the Notes, payment under any Subsidiary Guarantee also will be subordinated in right of payment to
the payment when due of al existing and future Senior Debt of the relevant Subsidiary Guarantor. See "Risk Factors—Risks Relating to the
Notes—The subsidiary guarantees are subordinated to al of our existing and future senior debt and upon the occurrence of a Repayment Event will
be subject to limitations on the ability of Note holders to enforce their rights under the subsidiary guarantees.” In addition, upon a Repayment
Event, the Issuer will provide a first-ranking security interest in its rights and claims under the Notes Proceeds Loans in favor of the senior lenders
under the Senior Bank Facility.

As of December 31, 2003, on a pro forma basis, after giving effect to the Refinancing Transactions as described under "Offering
Memorandum Summary—The Refinancing Transactions,” and "Use of Proceeds" and after excluding intercompany balances and guarantees the
Issuer would have had €431.1 million principal amount of indebtedness on an unconsolidated basis (including the Notes).

As of December 31, 2003, on a pro forma basis after giving effect to the Refinancing Transactions and the conversion of the GCO Loan
as described under "Use of Proceeds,” "Offering Memorandum Summary—The Refinancing Transactions' and "Offering Memorandum
Summary—Recent Devel opments—Conversion of the GCO Loan and Participative Loans into Common Stock of Cableuropa” the Subsidiary
Guarantors would have had consolidated outstanding Debt of €1,005.7 million (including the Senior Bank Facility).

Although the Indentures contain limitations on the amount of additional Debt which the Company and the Restricted Subsidiaries may
incur, the amounts of such Debt could be substantial. The Indentures do not contain limitations on the amount of additiona Debt which the

Subsidiaries or Affiliates of the Company that are not Restricted Subsidiaries may incur. Subsidiaries and Affiliates of the Company that are not
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Restricted Subsidiaries generally will not be subject to the redrictive covenants set forth in the Indentures. As of the Issue Date, al of the
subsidiaries of Cableuropa (other than the Excduded Companies) will be Restricted Subsidiaries.

The Note Guar antees

Prior to a Repayment Event, the obligations of the Issuer under the Indentures, including the repurchase obligation resulting from a
Change of Control, will be fully and unconditionally guaranteed, jointly and severaly, on a senior subordinated, unsecured basis, by Cableuropa
and all the existing and future Restricted Subsidiaries. These Subsidiary Guarantors currently generate substantially all of Cableuropa's
consolidated revenue. Upon a Repayment Event, such obligations of the Issuer will be fully and unconditionally guaranteed on a senior, unsecured
basis, by the Parent Guarantor and guaranteed by all existing and future subsidiaries subject to enforcement limitations, as described bel ow under
"—Subordination of the Subsidiary Guarantees Upon a Repayment Event."

Each Note Guarantee will be limited to an amount not to exceed the maximum amount that can be guaranteed by the applicable Note
Guarantor without rendering the Note Guarantee, as it relates to such Note Guarantor, voidable under applicable law relating to fraudulent
conveyance or fraudulent transfer or similar laws affecting the rights of creditors generally. However, under Spanish or New Y ork law, each of the
Note Guarantees may nevertheless be subject to a daim that the relevant Note Guarantee should be limited, subordinated or voided in favor of
existing or future creditors of the relevant Note Guarantor. While the Note Guarantees by their terms are governed by New York law, if any such
claim were to be made, it is uncdear which law would be applied to the Note Guarantees or what the outcome of any such daim would be. See
"Risk Factors—Risks Relating to the Notes—Fraudulent transfer statutes may limit your rights as a holder of Notes," and "—Local insolvency
laws may not be as favorabl e to you as those of anather jurisdiction with which you may be familiar."

Subordination of the Subsidiary Guarantees Prior to a Repayment Event

Each of the Indentures will provide that prior to a Repayment Event, the Subsidiary Guarantees will be senior subordinated, unsecured,
unconditional, joint and several obligations of the Subsidiary Guarantors. To the extent that the Subsidiary Guarantees may be enforceable by the
holders of the Notes, the payment on the Subsidiary Guarantees will be subordinated in right of payment to the payment, when due, of all existing
and future Senior Debt of the relevant Subsidiary Guarantor (including the Senior Bank Facility and the VAT Discounting Facility). The
Subsidiary Guarantees will rank pari passu in right of payment with all Senior Subordinated Debt, including the Guarantees of the Existing Notes,
and senior to all Subordinated Obligations, of the relevant Subsidiary Guarantor, including the Existing Equity Value Certificates. The Subsidiary
Guarantees also will be effectively subordinated to any secured Debt of the Subsidiary Guarantors to the extent of the value of the assets securing
such Debt and & so to any remaining amounts.

Each Subsidiary Guarantor may not make any payment on its applicable Subsidiary Guarantee, or repurchase, redeem or otherwise retire
any Notes (collectively, "pay its Subsidiary Guarantee"), if:

@ any amount (including principal, premium or interest) arising under or in respect of any Senior Debt is not paid within any applicable
grace period (induding at maturity); or

(b) any other default (however described) on Senior Debt occurs and the maturity of such Senior Debt is accelerated or becomes payable
upon demand, in each case, in accordance with its terms unless, in either case:

0 the default has been cured or waived and any such acceleration has been rescinded in writing by the Representative of such
Senior Debt; or

(i) such Senior Debt has been paid in full in cash; provided, however, that the gpplicable Subsidiary Guarantor may pay its
Subsidiary Guarantee without regard to the foregoing if the applicable Subsidiary Guarantor and the Trustee receive written
notice approving such payment from the Representative of such issue of Senior Debt.

During the continuance of any default (other than a default described in clauses (&) or (b) of the preceding sentence) with respect to any
Designated Senior Debt pursuant to which the maturity thereof may be accelerated or declared to be payable on demand, or on the expiration of
any applicable grace period without further notice (except any notice required to affect the acceleration), the applicable Subsidiary Guarantor may
not pay its Subsidiary Guarantee for a period (a "Payment Blockage Period") commencing upon the receipt by the applicable Subsidiary Guarantor
and the Trustee of written notice of such default from the Representative of the holders of such Designated Senior Debt specifying an election to
effect a Payment Blockage Period (a "Payment Blockage Natice") and ending 179 days thereafter (unless such Payment Blockage Period is earlier
terminated;

@ by written notice to the Trustee and the applicable Subsidiary Guarantor from the Representative that gave such Payment Blockage
Notice;
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(b) because the Representative that gave such Payment Blockage Notice gives written notice to the Trustee and the applicable Subsidiary
Guarantors that such default is no longer continuing or subsisting; or

(© because such Designated Senior Debt has been repaid in full in cash.

Unless the holders of such Designated Senior Debt or the Representative of such holders have accelerated the maturity of such
Designated Senior Debt or declared it to be payable upon demand and not rescinded such acceleration or ded aration by notice in writing from the
Representative of such Designated Senior Debt, the applicable Subsidiary Guarantor may (unless otherwise prohibited as described in the first
sentence of preceding paragraph) resume payments on its Subsidiary Guarantee after the end or termination of such Payment Blockage Period. Not
more than one Payment Blockage Notice with respect to the same event of default, any other events of default existing and known to the person
giving such notice at the time of such notice, or any other events of default arising directly as a result of the occurrence which gave rise to the
first-mentioned event of default, in each case in respect of the same issue of Designated Senior Debt, may be given during any consecutive 360-day
period unless such event of default or such other events of default have been cured or waived for a period of not less than 90 consecutive days.

Upon any payment or distribution of the assets of any of the Subsidiary Guarantors upon atotal or partia liquidation, dissolution or
winding up of such Subsidiary Guarantor or in a bankruptcy, reorganization, insolvency (concurso), receivership, judicial intervention or similar
proceeding relating to such Subsidiary Guarantor or any of its respective Property, the holders of Senior Debt will be entitled to receive payment in
full in cash before the holders of the Notes are entitled to receive any payment whatsoever (including principal or interest) on the Notes, except
that the holders of Notes may receive and retain (subject to applicable law) shares of ordinary stock and any debt securities that are subordinated to
Senior Debt to at least the same extent as the Subsidiary Guarantees. Until the Senior Debt is paid in full in cash, any payment or distribution to
which holders of the Notes would be entitled but for the subordination provisions of the Indentures will be made to holders of the Senior Debt. If a
payment or distribution is made to, on behalf or for the benefit of, holders of Notes that, due to the subordination provisions, should not have been
made to them, such holders are required to hold it in trust for the holders of Senior Debt and pay it over to them as their interests may appear (as
notified by the holders of Senior Debt or their Representative).

If payment of any Notes is accelerated when any Designated Senior Debt is outstanding, each Subsidiary Guarantor may not pay its
Subsidiary Guarantee until ten Business Days after the Representatives of all issues of Designated Senior Debt receive notice of such acceleration
and, thereafter, may pay its Subsidiary Guarantee only if the Indentures otherwise permit payment at that time.

By reason of such subordination provisions, in the event of bankruptcy, reorganization, insolvency (concurso) or similar proceedings
relating to a Subsidiary Guarantor, holders of Senior Debt and other creditors (including trade creditors) of such Note Guarantor may recover more
ratably, even if the applicable Subsidiary Guarantee is pari passu with their daims, than the holders of the Notes. In such event, there may be
insufficient assets or no assets remaining or available to pay the principa of or interest on the Notes.

Subordination of the Subsidiary Guarantees Upon a Repayment Event

Each of the Indentures will provide that upon a Repayment Event, the Subsidiary Guarantees will be subordinated pursuant to the terms
described below in "—Enforcement Standgtills," "—Payment Blockage Provisions," "—Subordination on Insolvency" and "—Turnover."

Enforcement Standstills
Each of the Indentures will provide that, upon and after a Repayment Event, no Subsidiary Guarantee may become due, and that neither

the holders of the Notes nor the Trustees may take any Enforcement Action against a Subsidiary Guarantor without the prior consent of the
applicable Representative unless:

@ certain insolvency or reorganization events have occurred in relation to such Subsidiary Guarantor; or
(b) the holders of Designated Senior Debt have taken any Enforcement Action in relation to such Subsidiary Guarantor; or
(© a Default has occurred under the Notes; and

0] the holders of Notes or the Trustee has notified the applicable Representative; and

(i) a period of not less than 179 days has passed from the date the applicable Representative was notified of the default (a
"Standstill Period"); and

(iii) at the end of the Standstill Period, the Default is continuing and has not been waived by the holders of the Notes.
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Payment Blockage Provisons

Each of the Indentures will provide that, upon and after a Repayment Event, a Subsidiary Guarantor may not make any payment in
respect of its Subsidiary Guarantee (except for payments in Permitted Junior Securities or from the trust, if any, described under "—Legal
Defeasance or Covenant Defeasance of Indentures”) if:

@ a payment default on Designated Senior Debt of such Subsidiary Guarantor has occurred and is continuing beyond any applicable grace
period; or
(b) any other default occurs and is continuing on any Designated Senior Debt of such Subsidiary Guarantor that permits the holders of such

Designated Senior Debt to accelerate its maturity and the Trustee receives a notice of such default (a "Payment Blockage Notice") from
the Issuer or the holders of such Designated Senior Debt.

Payments on any such Subsidiary Guarantee may and will be resumed:
0] in the case of a payment default, when such default is cured or waived; or

(i) in the case of a non-payment default, upon the earlier of the date on which such non-payment default is cured or waived and
179 days after the date on which the applicable Payment Blockage Notice is received, unless the maturity of any Designated
Senior Debt has been accel erated.

Not more than one Payment Blockage Notice with respect to the same event of default, any other events of default existing and known to
the person giving such notice at the time of such notice, or any other events of default arising directly as a result of the occurrence which gave rise
to the first-mentioned event of default, in each case in respect of the same issue of Designated Senior Debt, may be given during any consecutive
360-day period unless such event of default or such other events of default have been cured or waived for a period of not less than 90 consecutive

days.
Release of the Subsidiary Guarantees

Subject to the following paragraph, the Subsidiary Guarantee of a Subsidiary Guarantor and any Guarantees of its Subsidiaries, once it
becomes due, is a continuing guarantee and shal (a) remain in full force and effect until payment in full of all of its obligations under the
Subsidiary Guarantee, (b) be binding upon each Subsidiary Guarantor and its successors and (c) inure to the benefit of, and be enforceabl e by, the
Trustee, the holders and their successors, transferees and assigns.

Each Subsidiary Guarantor will automatically and unconditionally be released from all obligations under its Subsidiary Guarantee, and
such Subsidiary Guarantee shall thereupon terminate and be discharged and be of no further force or effect, concurrently with any sale by way of
enforcement by the senior lenders under the Senior Bank Facility of a security interest therein of (x) all of the Capital Stock of such Subsidiary
Guarantor or any parent company of such Subsidiary Guarantor or (y) al or substantially al of the assets of such Subsidiary Guarantor, in each
case so long as:

(A) the proceeds of such sale are in cash (or substantially all in cash) and are applied in the manner described under "—Subordination on
Insolvency”;

(B) such Subsidiary Guarantor is released from its obligationsin respect of all other Debt that is subordinated or junior in right of payment to
the Notes and all other debt ranking equally with the Notes; provided, however, that nothing in this clause (B) shall require the release
by the Subsidiary Guarantors or any of their Subsidiaries of any of its or their obligations in respect of any other Debt that is senior in
right of payment to the Notes, indluding any of their obligationsin respect of the Senior Bank Facility; and

(© the sale is made pursuant to either a public auction or a competitive bid process to obtain the best price reasonably obtainable given the
then-current condition (financid or otherwise), earnings, business, assets and prospects of such Subsidiary Guarantor and its
Subsidiaries, the senior lenders under the Senior Bank Facility having consulted with an internationally recognized investment bank
(induding without limitation and to the extent appropriate alender under the Senior Bank Facility or arelationship bank of the Company
or its Subsidiaries) or an internationally recognized accounting firm regarding the appropriate procedures for obtaining the best price for
the shares or assets, considered the recommendations of that investment bank or accounting firm and used its reasonabl e efforts to cause
the procedures recommended by that investment bank or accounting firm to be implemented in all material respects in relation to the sale
and to permit holders to participate in the sale process as bidders provided, however, that the senior lenders under the Senior Bank
Facility shal not be under any further obligation to cause such recommendation to be implemented to the extent not implemented in
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connection with such sale by the relevant court, authority or other third party required to act in connection with such sale; provided
further, however, that such reasonable efforts will, to the extent permitted by applicable law, indude attempting to conduct such sale
process other than through a court or legal proceeding.

Upon the presentation of an Officer's Certificate with respect to the occurrence of an event specified in the preceding paragraph, the
Trustee will execute any documents reasonably required in order to evidence such release, discharge and termination in respect of the Subsidiary
Guarantee.

Neither the Issuer nor any Subsidiary Guarantor will be required to make a notation on the Notes to reflect the Subsidiary Guarantee or
any such release, termination or discharge. In the event that the Subsidiary Guarantor is released from its obligations under the Subsidiary
Guarantee at a time when the Notes are listed on the Luxembourg Stock Exchange, the Issuer will, to the extent required by the rules of the
Luxembourg Stock Exchange, publish notice of the release of the Subsidiary Guarantee in a daily leading newspaper with general circulation in
Luxembourg (expected to be the Luxemburger Wort) and send a copy of such notice to the Luxembourg Stock Exchange.

In addition, the Subsidiary Guarantee of a Subsidiary Guarantor will be rel eased:

0] in connection with any sale or other disposition of all or substantially all of the assets of such Subsidiary Guarantor (including
by way of merger or consolidation) to a Person that is not (either before or after giving effect to such transaction) the Issuer, the
Parent Guarantor or a Restricted Subsidiary, if the sale or other digpasition is an Asset Sale and does not viol ate the covenant
set forth under the heading "—Certain Covenants—Limitation on Sale of Certain Assets’;

(i) in connection with any sale or other disposition of all of the Capital Stock of such Subsidiary Guarantor to a Person that is not
(either before or after giving effect to such transaction) the Issuer, the Parent Guarantor or a Restricted Subsidiary, if the sale or
other disposition is an Asset Sale and does not violate the covenant set forth under the heading "—Certain Covenants—
Limitation on Sae of Certain Assets';

(iii) upon legal defeasance of the Issuer's obligations or satisfaction and discharge of the Indentures; or

(iv) upon designation of such Subsidiary Guarantor as an Unrestricted Subsidiary in accordance with the terms of the Indentures,
including the covenant described under "—Certain Covenants—Designation of Restricted and Unrestricted Subsidiaries.”

See "—Certain Covenants—Limitation on Sale of Certain Assets.”
Subordination on I nsolvency

Each of the Indentures will provide that, upon and after a Repayment Event, in the event of any distribution to the creditors of a
Subsidiary Guarantor:

@ in atotal or partial liquidation, dissol ution or winding up of such Subsidiary Guarantor;

(b) in an insolvency, bankruptcy, reorganization, compasition, receivership, administration, voluntary arrangement, judicial intervention or
similar proceeding (quiebra, suspension de pagos o concurso) relating to such Subsidiary Guarantor or any of its properties;

(© in an assignment for the benefit of the creditors of such Subsidiary Guarantor; or
(d) in any marshalling of any such Subsidiary Guarantor's assets and liabilities;

the holders of Senior Debt of such Subsidiary Guarantor will be entitled to receive payment in full in cash of all obligationsin respect of
such Senior Debt (including interest after the commencement of any proceeding at the rate specified in the applicable Senior Debt whether or not
allowed or allowable in any such proceeding) before the holders of Notes will be entitled to receive any payment with respect to the Subsidiary
Guarantee of such Subsidiary Guarantor (except that holders of Notes may receive and retain Permitted Junior Securities and payments made from
the trust, if any, described under "—Legal Defeasance or Covenant Defeasance of Indentures’).

As aresult of the enforcement standstills, payment blockage provisions and other subordination provisions described above, holders of
Notes may recover less, ratably, in the event of an insolvency, bankruptcy, liquidation or reorganization of any Subsidiary Guarantor than other

creditors of such Subsidiary Guarantor, including trade creditors.

Turnover
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Each of the Indentures will provide that, upon and after a Repayment Event, if the Trustee receives a payment in respect of the Notes
(except for payments in Permitted Junior Securities or from the trust, if any, described under "—Legal Defeasance or Covenant Defeasance of
Indentures") when:

@ the payment is prohibited by the provisions of the Indentures described in this "—Subordination of the Subsidiary Guarantees Upon a
Repayment Event" section; and

(b) the Trustee has actua knowledge that payment is so prohibited;

then the Trustee will hold the payment on trust for the benefit of the holders of the relevant Senior Debt and, upon the proper written
request of the holders of the relevant Senior Debt, the Trustee will deliver the amounts in trust to the Representative or any other proper
representative of the holders of the relevant Senior Debt.

Intercreditor Agreement

Each of the Indentures will provide that upon a Repayment Event the Issuer, each Note Guarantor and the Trustee will be authorized
(without any further consent of the holders of Notes) to enter into any intercreditor agreement or deed in favor of the holders of Senior Debt of the
Subsidiary Guarantors to give effect to the preceding subordination provisions of each of the Indentures described in the section "—Subordination
of the Subsidiary Guarantees Upon a Repayment Event." Each of the Indentures shall provide that such preceding subordination provisions shall
congtitute a continuing offer to all persons who become holders of or continue to hold Senior Debt, and such provisions are made for the benefit of
the holders of Senior Debt and such holders will be obligees under the applicable Indentures and any one or more of them may enforce such
subordination provisions.

The foregoing subordination provisions may not be amended or modified without the written consent of the holders of al Senior Debt.

Each of the Indentures will aso provide that each holder of a Note, by accepting such Note, will be deemed to have:

1 appointed and authorized the Trustees to give effect to such subordination provisions;
2. authorized the Trustees to become a party to any future intercreditor arrangements described above;
3. agreed to be bound by such subordination provisions and the provisions of any future intercreditor arrangements described above that do

not materialy adversely affect the rights of holders of the Notes; and

4. irrevocably appointed the Trustees to act on its behalf to enter into and comply with such subordination provisions and the provisions of
any future intercreditor arrangements described above.

Form of Notes

The Notes will be issued on the Issue Date only in fully registered form without coupons and only in denominations of €1,000 and any
integral multiple thereof.

The Notes will be initialy in the form of two or more globa notes (the "Global Notes'). The Global Notes will be deposited with a
common depasitary for Eurodlear SA./N.V. as operator of the Euroclear System ("Eurodear”) and Clearstream Banking, société anonyme
("Clearstream Banking") or a nominee of such common depositary. Ownership of interests in the Global Notes, referred to in this description as
"book-entry interests,” will be limited to persons that have accounts with Euroclear or Clearstream Banking or their respective participants. The
terms of the Indentures will provide for the issuance of definitive registered Notes in certain circumstances. See "Book-Entry; Delivery and Form."
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Transfer
The Notes will be subject to certain restrictions on transfer and certification requirements, as described under "Notice to Investors.”

All transfers of book-entry interests between participants in Euroclear or Clearstream Banking will be effected by Euroclear or
Clearstream Banking pursuant to customary procedures and subject to applicable rules and procedures established by Euroclear or Clearstream
Banking and their respective participants. See "Book-Entry; Delivery and Form." In addition, the Indentures will provide for the transfer of the
Notes by the Luxembourg Transfer Agent so long as the Notes are listed on the Luxembourg Stock Exchange and the rules of the Luxembourg
Stock Exchange so require.

Payments on the Notes, Paying Agent

The Issuer will make all payments, indluding principal of, premium, if any, and interest on the Notes, at its office or through an agent in
London, England that it will maintain for these purposes. Initialy, that agent will be the corporate trust office of the Trustee. In addition, solong as
the Notes are listed on the Luxembourg Stock Exchange, the Issuer may also make such payments at the offices of the paying agent in
Luxembourg. The Bank of New York (Luxembourg) S.A. will act as paying agent in Luxembourg. Subject to the requirement to maintain an agent
in London the Issuer may change the paying agent without prior notice to the holders of the Notes. In addition, the Issuer may act as paying agent in
connection with the Notes other than for the purposes of effecting a redemption described under "—Optional Redemption” or an offer to purchase
the Notes described under either of "—Repurchase at the Option of Holders Upon a Change of Control" and "—Certain Covenants—Limitation on
Sale of Certain Assets." The Issuer will make dl payments in same-day funds. Payments on the Global Notes will be made to the common
depositary as the registered holder of the Global Notes.

The Issuer undertakes that, if European Council Directive 2003/48/EC or any other Directive implementing the conclusions of the
ECOFIN Council meeting of November 26-27, 2000 is brought into force, it will ensure that it maintains a paying agent in an EU Member State
that will not be obliged to withhold or deduct tax pursuant to such Directive.

No service charge will be made for any registration of transfer, exchange or redemption of the Notes, but the Issuer may require payment
of a sum sufficient to cover any transfer tax or similar governmental charge payable in connection with any such registration of transfer or
exchange.

Additional Amounts

All payments that the Issuer makes under or with respect to the Notes or that any Note Guarantor makes under or with respect to any
Note Guarantee will be made free and dear of, and without withholding or deduction for or on account of, any present or future tax, duty, levy,
impost, assessment or other governmenta charges (including, without limitation, penalties, interest and other similar liabilities related thereto) of
whatever nature (collectively, "Taxes"') imposed or levied by or on behaf of any jurisdiction in which the Issuer, any Note Guarantor or any
surviving Person is incorporated, organized or otherwise resident for tax purposes or from or through which any of the foregoing makes any
payment on the Notes or by or within any department or political subdivision thereof (each, a"Relevant Taxing Jurisdiction"), unless the Issuer or
such Note Guarantor, as the case may be, is required to withhold or deduct Taxes by law or by the interpretation or administration of law. If the
Issuer or a Note Guarantor is required to withhold or deduct any amount for, or on account of, Taxes of a Relevant Taxing Jurisdiction from any
payment made under or with respect to the Notes, the Issuer or such Note Guarantor, as the case may be, will pay additional amounts ("Additional
Amounts") as may be necessary to ensure that the net amount received and retained by each holder of the Notes (including Additional Amounts)
after such withholding, deduction, imposition or levy will be not less than the amount the holder would have received and retained if such Taxes
had not been required to be withheld or deducted.

Neither the Issuer nor any Note Guarantor will, however, pay Additional Amounts to a holder or beneficia owner of Notes in respect or
on account of:

@ any Taxes that are imposed or levied by a Relevant Taxing Jurisdiction by reason of the holder's or beneficial owner's present or former
connection with such Relevant Taxing Jurisdiction (other than the mere receipt or holding of Notes or by reason of the receipt of
payments thereunder or the exercise or enforcement of rights under any Notes or the relevant Indenture);

(b) any Taxes that are imposed or levied by reason of the failure of the holder or beneficial owner of Notes, following the Issuer's written
reguest addressed to the holder (and made at a time that would enable the holder or beneficial owner acting reasonably to comply with
that request), to comply with any certification, identification, information or other reporting requirements, whether required by statute,
treaty, regulation or administrative practice of a Relevant Taxing Jurisdiction, as a precondition to exemption from, or reduction in the
rate of withholding or deduction of, Taxes imposed by the Relevant Taxing Jurisdiction (induding, without limitation, a certification that
the holder or beneficial owner is not resident in the Relevant Taxing Jurisdiction);
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(© any estate, inheritance, gift, sales, transfer, personal property or similar Taxes,
(d) any Tax that is payable otherwise than by withholding or deduction from payments made under, or with respect to, the Notes,

(e any Tax that is imposed or levied by reason of the presentation (where presentation is required in order to receive payment) of such
Notes for payment on a date more than 30 days after the date on which such payment became due and payable or the date on which
payment thereof is duly provided for, whichever is later, except to the extent that the holder beneficial owner thereof would have been
entitled to Additional Amounts had the Notes been presented for payment on any date during such 30 day period;

) any withholding or deduction in respect of any Taxes where such withholding or deduction is impaosed on a payment to an individual and
is required to be made pursuant to European Council Directive 2003/48/EC or any other Directive implementing the conclusions of the
ECOFIN Council meeting of November 26-27, 2000 on the taxation of savings income or any law implementing or complying with, or
introduced in order to conform to, such Directive; or

(9 any Tax that is imposed on or with respect to a payment made to a holder or beneficial owner who would have been able to avoid such
withholding or deduction by presenting the relevant Notes to another paying agent in a Member State of the European Union.

The Issuer and any Note Guarantor will (i) make such withholding or deduction as is required by applicable law and (ii) remit the full
amount withheld or deducted to the relevant taxing authority in accordance with applicable law.

At least 30 calendar days prior to each date on which any payment under or with respect to the Notes is due and payable, if the Issuer or
any Note Guarantor will be obligated to pay Additional Amounts with respect to such payment (unless such obligation to pay Additiona Amounts
arises after the 30" day prior to the date on which payment under or with respect to the Notes is due and payable, in which case it will be promptly
thereafter), the Issuer will deliver to the relevant Trustee an Officer's Certificate stating that such Additional Amounts will be payable and the
amounts so payable and will set forth such other information necessary to enable the relevant Trustee to pay such Additional Amounts to holders
on the payment date. The Issuer will promptly publish a notice in accordance with the provisions set forth in "—Notices" stating that such
Additional Amounts will be payable and describing the obligation to pay such amounts.

Upon request, the Issuer or any Note Guarantor, as the case may be, will furnish to a holder of the Notes copies of tax receipts evidencing
the payment of any Taxes by the Issuer or such Note Guarantor in such form as provided in the normal course by the taxing authority imposing
such Taxes and as is reasonably available to the Issuer or such Note Guarantor. If, notwithstanding the efforts of the Issuer to obtain such receipts
the same are not obtainable, the Issuer or such Note Guarantor will provide such holder with other evidence reasonably satisfactory to the holder of
such payments by the Issuer or such Note Guarantor.

In addition, the Issuer and any Note Guarantor will pay any present or future stamp, issue, registration, court documentation, excise or
property taxes or other similar taxes, charges and duties, induding interest and penalties with respect thereto, imposed by or in any Relevant
Taxing Jurisdiction in respect of the execution, issue or delivery of the Notes or any other document or instrument referred to thereunder and any
such taxes, charges or duties impased by any jurisdiction as a result of, or in connection with, the enforcement of the Notes or any other such
document or instrument following the occurrence of any Event of Default with respect to the Notes.

Whenever an Indenture or this "Description of the Notes' refers to, in any context, the payment of principal, premium, if any, interest or
any other amount payable under or with respect to any Note, such reference includes the payment of Additional Amounts, if applicable.

Currency Indemnity

Euro is the sole currency of account and payment for all sums payable under the Notes, any Note Guarantees and the Indentures. Any
amount received or recovered in respect of the Notes or any Note Guarantee in a currency other than euro (whether as a result of, or of the
enforcement of, a judgment or order of a court of any jurisdiction, in the winding up or dissolution of the Issuer, any Subsidiary or otherwise) by a
holder of the Notes in respect of any sum expressed to be due to such holder from the Issuer or a Note Guarantor will congtitute a discharge of such
obligation only to the extent of the euro amount which the recipient is able to purchase with the amount so received or recovered in such other
currency on the date of that receipt or recovery (or, if it is not possible to purchase euro on that date, on the first date on which it is possible to do
s0). If the euro amount that could be recovered following such a purchase is less than the euro amount expressed to be due to the recipient under
any Note, the Issuer and any Note Guarantors will jointly and severally indemnify the recipient against the cost of the recipient's making a further
purchase of euro in an amount equal to such difference. For the purposes of this paragraph, it will be sufficient for the holder to certify that it
would have suffered a loss had the actua purchase of euro been made with the amount so received in that other currency on the date of receipt or
recovery (or, if apurchase of euro on that date had not been possible, on the first date on which it would have been possible). These indemnities, to
the extent permitted by law:
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@ congtitute a separate and independent obligation from the Issuer's and any Note Guarantor's other obligations;

(b) give rise to a separate and independent cause of action;
(© apply irrespective of any waiver granted by any holder of a Note; and
(d) will continue in full force and effect despite any other judgment, order, dlaim or proof for a liquidated amount in respect of any sum due

under any Note or any other judgment or order.
Optional Redemption
Floating Rate Notes

At any time and from time to time, prior to May 15, 2006 Cableuropa may, at its option, use the proceeds of one or more Public Equity
Offerings to make prepayments under the Floating Rate Note Proceeds Loan to enable the Issuer to, and the Issuer will be required to use any such
prepayments to, redeem up to a maximum of 35% of the aggregate principa amount of the Floating Rate Notes (calculated giving effect to any
issuance of Additional Notes) at a redemption price equal to 100% of the principal amount thereof plus a premium equal to the interest rate per
annum on the Floating Rate Notes applicable on the date on which notice of redemption is given plus accrued and unpaid interest thereon, if any,
to the redemption date (subject to the right of holders of record on the relevant record date to receive interest due on the relevant interest payment
date); provided, however, that after giving effect to any such redemption, at |east 65% of the aggregate principal amount of the Floating Rate Notes
remains outstanding (calculated giving effect to any issuance of Additional Notes); provided, further, however, that prior to May 15, 2006, to the
extent that the Issuer redeems any Floating Rate Notes pursuant to this provision, it shall aso redeem Fixed Rate Notes as provided below, on a
pro-rata basis based on the aggregate principal amount of Floating Rate Notes and Fixed Rate Notes then outstanding (cal culated giving effect to
any issuance of Additional Notes). The Issuer shall make any such redemption within 90 days following the closing of any such Public Equity
Offering upon not less than 30 nor more than 60 days prior notice.

At any time on or after May 15, 2006, upon not less than 30 nor more than 60 days notice, the Issuer may redeem all or part of the
Floating Rate Notes. These redemptions will be in amounts of €1,000 or integral multiples thereof at the following redemption prices (expressed as
percentages of their principal amount at maturity), plus accrued and unpaid interest, if any, to the redemption date, if redeemed during the 12-
month period commencing on May 15 of the years set forth bel ow.

Year Redemption Price

103.000%
102.000%
101.000%
100.000%

The Senior Bank Facility may restrict Cableuropa and the other Subsidiary Guarantors from making prepayments under the Floating Rate
Note Proceeds Loan which would enable the Issuer to repurchase the Floating Rate Notes pursuant to the redemption provisions described herein
without first obtaining the consent of the lenders party thereto (or their Representative).

Fixed Rate Notes

At any time prior to May 15, 2009 the Issuer may redeem all or a part of the Fixed Rate Notes upon not less than 30 nor more than
60 days' prior notice, at a redemption price equa to 100% of the principal amount of the Fixed Rate Notes redeemed plus the Applicable Premium
(calculated as of a date no more than three Business Days prior to the relevant redemption notice) as of, and accrued and unpaid interest and
Additional Amounts, if any, to the date of redemption.

At any time and from time to time, prior to May 15, 2007 Cableuropa may, at its option, use the proceeds of one or more Public Equity
Offerings to make prepayments under the Fixed Rate Note Proceeds Loan to enable the Issuer to, and the Issuer will be required to use any such
prepayments to, redeem up to a maximum of 35% of the aggregate principal amount of the Fixed Rate Notes (calculated giving effect to any
issuance of Additional Notes) at a redemption price equal to 110.5% of the principal amount thereof plus accrued and unpaid interest thereon, if
any, to the redemption date (subject to the right of holders of record on the relevant record date to receive interest due on the relevant interest
payment date); provided, however, that after giving effect to any such redemption, at least 65% of the aggregate principal amount of the Fixed Rate
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Notes remains outstanding (calculated giving effect to any issuance of Additional Notes); provided, further, however, that prior to May 15, 2006, to
the extent that the Issuer redeems any Fixed Rate Notes pursuant to this provision, it shall aso redeem Floating Rate Notes as provided above, on
a pro-rata basis based on the aggregate principal amount of Fixed Rate Notes and Floating Rate Notes then outstanding (calcul ated giving effect to
any issuance of Additional Notes). The Issuer shall make any such redemption within 90 days following the closing of any such Public Equity
Offering upon not less than 30 nor more than 60 days prior notice.

At any time on or after May 15, 2009, upon not |ess than 30 nor more than 60 days' notice, the Issuer may redeem all or part of the Fixed
Rate Notes. These redemptions will be in amounts of €1,000 or integral multiples thereof at the following redemption prices (expressed as
percentages of their principal amount at maturity), plus accrued and unpaid interest, if any, to the redemption date, if redeemed during the 12-
month period commencing on May 15 of the years set forth bel ow.

Year Redemption Price
2001 105.250%
20 1 103.500%
20 1 5 101.750%
O A (o 1 1S =T (< G 100.000%

The Senior Bank Facility may restrict Cableuropa and the other Subsidiary Guarantors from making prepayments under the Fixed Rate
Note Proceeds Loan which would enable the Issuer to repurchase the Fixed Rate Notes pursuant to the redemption provisions described herein
without first obtaining the consent of the lenders party thereto (or their Representative).

Optional Tax Redemption
Each of the Indentures will provide that if, as a result of:

@ any amendments after the date of the Indenture to, or changes after the date of the Indenture in the laws (or regulations or rulings
promulgated thereunder) of any Relevant Taxing Jurisdiction; or

(b) any changes after the date of the Indenture in the official application or official interpretation of the laws, treaties, regulations or rulings
(induding a holding, judgment or order by a court of competent jurisdiction or a change in published practice) of any Relevant Taxing
Jurisdiction;

the Issuer, any Note Guarantor or any surviving Person would be obligated to pay, on the next date for any payment and as aresult of any
such amendment or change, Additional Amounts, as described above under " —Additional Amounts," with respect to the Relevant Taxing
Jurisdiction, which the Issuer, any Note Guarantor or any surviving Person cannot avoid by the use of reasonable measures available to it, then the
Issuer may redeem al, but not less than all, of the Notes at any time thereafter, upon not less than 30 nor more than 60 days notice, a a
redemption price of 100% of their principal amount, plus accrued and unpaid interest, if any, to the redemption date. Prior to the giving of any
notice of redemption described in this paragraph, the Issuer will deliver to the Trustee:

0 an Officer's Certificate of the Issuer stating that the obligation to pay such Additional Amounts cannot be avoided by the Issuer or any
Note Guarantor or surviving Person taking reasonable measures available to it; and

(i) a written opinion of independent legal counsel to the Issuer of recognized standing to the effect that the Issuer or any Note Guarantor or
surviving Person has or will become obligated to pay such Additional Amounts as a result of a change, amendment, officia interpretation
or application described above.

For the avoidance of doubt, measures will be deemed not to be "reasonable” if they would breach the provisions of the Indentures.

Notice of Optional Redemption

The Issuer will publish a notice of any optional redemption of the Notes described above in accordance with the provisions of the
Indentures described under "—Notices." If the Notes are listed a such time on the Luxembourg Stock Exchange, the Issuer will inform the
Luxembourg Stock Exchange of the principa amount of the Notes that have not been redeemed in connection with any optional redemption. If

fewer than all the Notes are to be redeemed at any time, the Trustee will select the Notes by a method that complies with the requirements, as
certified to the Trustee by the Issuer, of the principal securities exchange, if any, on which the Notes are listed at such time or, if the Notes are not
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listed on a securities exchange, pro rata, by lot or by such other method as the Trustee in its sole discretion shall deem fair and appropriate;
provided, however that no such partial redemption shall reduce the portion of the principal amount of a Note not redeemed to |ess than €1,000.

Mandatory Redemption; Offersto Purchase; Open Market Purchases

The Issuer is not required to make any mandatory redemption or sinking fund payments with respect to the Notes prior to their maturity.
Under certain circumstances, however, the Issuer may be required to offer to purchase the Notes as described under the captions "—Repurchase at
the Option of Holders Upon a Change of Control" and "—Certain Covenants—Limitation on Sale of Certain Assets." The Issuer, the Company and
the Restricted Subsidiaries may at any time and from time to time purchase Notes in the open market or otherwise.

No Sinking Fund
There will be no mandatory sinking fund payments with respect to the Notes.
Repurchase at the Option of Holders Upon a Change of Control

Upon the occurrence of a Change of Control, each holder of Notes shall have the right to require the Issuer to repurchase al or any part
(egual to €1,000 or an integral multiple thereof) of such holder's Notes pursuant to the offer (the "Change of Control Offer") described below at a
purchase price (the "Change of Control Purchase Price") equal to 101% of the principal amount thereof, plus accrued and unpaid interest, if any, to
the date of purchase (the "Change of Control Purchase Date") (subject to the right of holders of record on the relevant record date to receive
interest due on the relevant interest payment date).

Within 30 days following any Change of Control, the Issuer and the Company shall:

@ cause a notice of the Change of Control Offer to be sent to the Dow Jones News Service and Reuters News Service or similar business
news services (and, if and so long as Notes are listed on the Luxembourg Stock Exchange and the rules of such Stock Exchange shall so
reguire, publish a notice in a newspaper having a general circulation in Luxembourg (which is expected to be the Luxemburger Wort));
and

(b) in the event the Notes are in the form of definitive Notes, send, by first-class mail, with a copy to the Trustee, to each holder of Notes, at
such holder's address as it appears on the registration books of the Registrar, a notice stating:

0] that a Change of Control has occurred and a Change of Control Offer is being made pursuant to the covenant entitled
"Repurchase at the Option of Holders Upon a Change of Control" and that all Notes timely tendered will be accepted for
payment;

(i) the Change of Control Purchase Price and the Change of Control Purchase Date, which shall be, subject to any contrary

reguirements of applicable law, abusiness day no earlier than 30 days nor later than 60 days from the date such notice is given;
(iii) the circumstances and rel evant facts regarding the Change of Control; and

(iv) the procedures that holders of Notes must follow in order to tender their Notes (or portions thereof) for payment, and the
procedures that holders of Notes must follow in order to withdraw an election to tender Notes (or portions thereof) for payment.

The Issuer and each of the Note Guarantors will comply, in each case to the extent applicable, with the requirements of Section 14(e) of
the Exchange Act and any other securities laws or regulations, including any securities laws of the United Kingdom, Spain and Luxembourg and
the requirements of the Luxembourg Stock Exchange or any other securities exchange on which the Notes are listed, in connection with the
Repurchase of Notes pursuant to a Change of Control Offer. To the extent that the provisions of any securities laws or regulations conflict with the
provisions of the covenant described hereunder, the Issuer and each of the Note Guarantors will comply with the applicable securities laws and
regulations and will not be deemed to have breached its obligations under the covenant described hereunder by virtue of such compliance.

The Change of Control repurchase feature is a result of negotiations between the Issuer, the Company and the Initial Purchasers of the
Notes. Neither GCO nor the Company has a present intention to engage in a transaction involving a Change of Control, athough it is possible that
GCO or the Company would decide to do so in the future. Subject to certain covenants described below, GCO or the Company could, in the future,
enter into certain transactions, including acquisitions, refinancings or other recapitalizations, that would not constitute a Change of Control under
the Indentures, but that could increase the amount of Debt outstanding at such time or otherwise affect the Company's capital structure or credit
ratings.
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The definition of Change of Control includes a phrase relating to the sale, transfer, assignment, lease, conveyance or other disposition of
"al or substantially al" of the Company's assets. Although there is existing case law interpreting the phrase "substantially al," there is no precise
established definition of the phrase under applicable law. Accordingly, the ability of a holder of Notes to require the Issuer to repurchase such
Notes as a result of asde, transfer, assignment, |ease, conveyance or other disposition of less than all the assets of the Company may be uncertain.

The Senior Bank Facility may restrict Cableuropa from making prepayments under the Notes Proceeds Loans which would enable the
Issuer to purchase any Notes (without first obtaining the consent of the lenders party thereto (or their Representative)), and also provides that the
occurrence of certain of the events that would congtitute a Change of Control would constitute a default under the Senior Bank Facility. In addition,
other future Debt of the Issuer, the Company or the other Note Guarantors may contain prohibitions on certain activities which would result in a
Change of Control or reguire such Debt to be repurchased upon a Change of Control. To the extent other Debt of the Issuer, the Company or any of
the other Note Guarantors is subject to similar repurchase obligations in the event of a Change of Control and such Debt ranks senior in right of
payment to the Notes, all available funds will first be expended for the repurchase of such Debt. Moreover, the exercise by holders of Notes of
their right to require the Issuer to repurchase such Notes could cause a default under existing or future Debt of the Company or the other Note
Guarantors, even if the Change of Control itself does not constitute a default thereunder, due to the financial effect of such repurchase on the
Issuer, the Company or such other Note Guarantors.

Finaly, the Issuer's ability to pay cash to holders of Notes upon a repurchase (as aresult of prepayments by Cableuropa under the Notes
Proceeds Loans) may be limited by Cableuropa's and the other Subsidiary Guarantors' then existing financial resources. There can be no assurance
that sufficient funds will be available when necessary to make prepayments under the Notes Proceeds Loans to enable the Issuer to make any
reguired repurchases. The Issuer's failure to repurchase Notes in connection with a Change of Control, unless waived or modified, would result in a
Default under the Indentures which would, in turn, congtitute a default under existing (and may constitute a default under future) Debt of the
Issuer, the Company and the other Note Guarantors. If such Debt constitutes Designated Senior Debt, the subordination provisions in the
indentures with respect to the Note Guarantees (and the subordination provisions in the Notes Proceeds Loans) would likely restrict payment to
holders of Notes. The provisions under the Indentures regarding the Issuer's obligation to make an offer to repurchase the Notes as a result of a
Change of Control may be waived or modified (at any time prior to the occurrence of such Change of Control) with the written consent of the
holders of a majority in aggregate principal amount of the outstanding Notes. See "—Amendments, Supplements and Waivers."

Certain Covenants
Limitation on Debt

Each of the Indentures will provide that the Issuer shall not Incur, directly or indirectly, any Debt (incuding Acquired Debt) unless, after
giving pro forma effect to the application of the proceeds thereof, no Default or Event of Default would occur as a consequence of such Incurrence
or be continuing following such Incurrence and such Debt is Permitted Debt of the Issuer. The Company shall not, and shal not permit any
Restricted Subsidiary to, nor shall any Restricted Subsidiary, Incur, directly or indirectly, any Debt (including Acguired Debt) unless, after giving
pro forma effect to the application of the proceeds thereof, no Default or Event of Default would occur as a consegquence of such Incurrence or be
continuing following such Incurrence and either (a) (i) prior to the date that is two years from the Issue Date, the Debt of the Company and the
Restricted Subsidiaries, on a consolidated basis, including any Debt Incurred pursuant to the exceptions set forth in the second following
paragraph, shall be less than the product of Annualized Pro Forma EBITDA for the Company and the Restricted Subsidiaries for the latest fiscal
quarter for which interim financial statements are available immediately preceding the date on which such additiona Debt is Incurred, determined
on a pro forma basis (including a pro forma application of the net proceeds therefrom), asif the additional Debt had been Incurred at the beginning
of such period, multiplied by 7.0 and (ii) after the date that is two years after the Issue Date, the Debt of the Company and the Restricted
Subsidiaries, on a consolidated basis, including any Debt Incurred pursuant to the exceptions set forth in the second following paragraph, shall be
less than the product of Annualized Pro Forma EBITDA for the Company and the Restricted Subsidiaries for the latest fiscal quarter for which
interim financial statements are available immediately preceding the date on which such additional Debt is Incurred, determined on a pro forma
basis (induding a pro forma application of the net proceeds therefrom), asif the additional Debt had been Incurred at the beginning of such period,
multiplied by 5.5, or (b) such Debt is Permitted Debt of the Company and the Restricted Subsidiaries.

The term "Permitted Debt of the Issuer" is defined to include the following:

@ Debt of the Issuer evidenced by the Notes;

(b) Debt of the Issuer the proceeds of which are loaned to the Company and/or the Restricted Subsidiaries under an agreement or agreements
substantially similar to either the Notes Proceeds Loans or the Multi-Borrower Credit Fadilities; provided, however, that the Company
and the Redtricted Subsidiaries shall have the ability to Incur the Debt under any such agreement or agreements under the terms of this
covenant; and

(© Debt of the Issuer outstanding on the Issue Date not otherwise described in dauses (a) and (b) above (induding, without limitation, the
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(b)
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(d)
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®

©

(h)

0)
(k)

0]

(m)

Existing Notes and the Existing Equity Value Certificates).
The term "Permitted Debt of the Company and the Restricted Subsidiaries” is defined to include the following:

Debt of the Company and the Restricted Subsidiaries (i) evidenced by the Note Guarantees relating to the Notes and (ii) under the Notes
Proceeds Loans;

Debt under Credit Facilities in an aggregate principal amount at any one time outstanding not to exceed €900.0 million, minus the
amount of any permanent repayments or prepayments of such Debt with the proceeds of Asset Sales made in accordance with "—
Limitation on Sale of Certain Assets" (but only to the extent of any corresponding commitment reduction if such Debt is revolving credit
borrowings);

Debt of the Company owing to and held by any Restricted Subsidiary and Debt of a Restricted Subsidiary owing to and held by the
Company or any Restricted Subsidiary; provided, however, that any subsequent issue or transfer of Capital Stock or other event that
results in any such Restricted Subsidiary ceasing to be a Restricted Subsidiary or any subsequent transfer of any such Debt (except to the
Company or a Restricted Subsidiary) shall be deemed, in each case, to congtitute the Incurrence of such Debt by the issuer thereof;

Debt under Interest Rate Agreements entered into by the Company or a Restricted Subsidiary for the purpose of limiting interest rate risk
in the ordinary course of the financial management of the Company or such Restricted Subsidiary as the case may be, and not for
speculative purposes; provided, however, that the obligations under such agreements are directly related to payment obligations on Debt
otherwise permitted by the terms of this covenant;

Debt under Currency Exchange Protection Agreements entered into by the Company or a Restricted Subsidiary for the purpose of limiting
currency exchange rate risks directly related to transactions entered into by the Company or such Restricted Subsidiary, as the case may
be, in the ordinary course of business and not for speculative purposes;

Debt in connection with one or more standby letters of credit, bankers' acceptances or performance bonds issued by the Company or a
Restricted Subsidiary in the ordinary course of business or pursuant to workers' compensation claims or self-insurance obligations and, in
each case, not in connection with the borrowing of money or the obtaining of advances or credit;

Debt of the Company or any Restricted Subsidiary outstanding on the Issue Date not otherwise described in dauses (a) through (f) above
and listed on a schedule to the Indenture (including, without limitation, the Multi-Borrower Credit Facilities, the Existing Note
Guarantees, the Existing Equity Value Certificate Guarantee and the Existing EVC Funding Agreements);

Debt under the Subsidized Loans, the VAT Discounting Facility and short-term credit facilities, as amended, restated, modified in part
from time to time in an aggregate principal amount at any one time outstanding not to exceed €71.0 million.

Debt of the Company or any Restricted Subsidiary arising from the honoring by a bank or other financia institution of a cheque, draft or
similar instrument inadvertently drawn against insufficient funds, so long as such Debt is covered within five Business Days;

Debt of the Company or any Restricted Subsidiary consisting of advance or extended payment terms in the ordinary course of business;

Debt of the Company or any Restricted Subsidiary arising from agreements of the Company or a Restricted Subsidiary providing for
indemnification, adjustment of purchase price, or similar obligations, in each case Incurred or assumed in connection with the disposal of
any business, assets or Capital Stock of a Subsidiary, other than Guarantees of indebtedness of the Subsidiary disposed of or Incurred or
assumed by any Person acquiring al or any portion of such business, assets or Capitd Stock for the purpose of financing such
acquisition; provided that the maximum liability of the Company and its Restricted Subsidiaries in respect of all such Debt shall at no
time exceed the gross proceeds, including the Fair Market Value or non-cash proceeds (measured at the time received and without giving
effect to any subsequent changes in value) actually received by the Company and its Restricted Subsidiaries in connection with such
disposal;

Debt represented by Capital Lease Obligations, mortgage financing or purchase money obligations, in each case, Incurred for the purpose
of financing al or any part of the purchase price or cost of construction or improvement of property, plant or equipment used in the
Telecommunications Business in an aggregate principal amount not to exceed €10.0 million at any time outstanding;

Guarantees by the Company or any Restricted Subsidiary of Debt of the Company or a Restricted Subsidiary that was permitted to be
Incurred by another provision of this covenant; provided, however that if the Debt being Guaranteed is subordinated in right of payment
to the Notes or the Note Guarantees, then such Guarantees shall be subordinated to the same extent as the Debt Guaranteed;
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(n) Subordinated Shareholder Indebtedness;

(o) Debt of the Company and the Restricted Subsidiaries (other than Debt permitted pursuant to clauses (a) through (n) above) in an
aggregate principal amount outstanding at any one time not to exceed € 25.0 million; and

(p) Permitted Refinancing Debt Incurred in respect of Debt Incurred pursuant to clause (8)(i) and (g)(ii) of the first paragraph of this
covenant and clause (a) and (g) of this paragraph.

Notwithstanding anything to the contrary contained in this covenant, the Company shall not, and shall not permit any other Note
Guarantor to, nor shall any other Note Guarantor, Incur any Debt pursuant to this covenant, other than debt Incurred pursuant to clause (a) (i) or
(ii) of the first paragraph of this covenant, if the proceeds thereof are used, directly or indirectly, to Refinance (i) any Subordinated Obligations
unless such Debt shall be subordinated to the Notes Proceeds Loans or the applicable Note Guarantee, as the case may be, to at least the same
extent as such Subordinated Obligations or (ii) any Senior Subordinated Debt unless such Debt shall be Senior Subordinated Debt or shall be
subordinated to the Notes Proceeds Loans and the applicable Note Guarantee, as the case may be.

Limitation on Restricted Payments

Each of the Indentures will provide that the Issuer shall not make, directly or indirectly, any Issuer Restricted Payment; provided that, the
Issuer may make payments in respect of the Existing Equity Vaue Certificates; and provided further, that the Issuer may pay dividends to ONO
Holdings in an aggregate amount not to exceed €75,000 per year or its equivalent for the purpose of permitting the recipient to pay expenses
related to the administration of the Issuer or ONO Holdings.

Each of the Indentures will provide that the Company shall not, and shall not permit any Restricted Subsidiary to, nor shal any
Restricted Subsidiary, make, directly or indirectly, any Restricted Payment if at the time of, and after giving effect thereto,

@ aDefault or Event of Default shall have occurred and be continuing,

(b) the Company could not Incur at least €1.00 of additional Debt pursuant to clause (a) of the first paragraph of the covenant described
under "—Limitation on Debt" or

(© the aggregate amount of such Restricted Payment and all other Restricted Payments declared or made since the Issue Date (the amount of
any Restricted Payment, if made other than in cash, to be based upon Fair Market Vaue) would exceed an amount equal to the sum of:

0] 50% of Consolidated Net Income accrued during the period (treated as one accounting period) from the beginning of the fiscal
quarter immediately following the fiscal quarter during which the Issue Date occurs to the end of the most recent fiscal quarter
ending at least 45 days prior to date of the Restricted Payment (or in case such Consolidated Net Income will be a deficit,
minus 100% of such deficit);

(i) Capita Stock Sale Proceeds (other than that portion of such Capital Stock Sale Proceeds in excess of €20.0 million that has
been used pursuant to dause (i) of the definition of Permitted Investment to make a Permitted Investment);

(iii) the aggregate Net Cash Proceeds received by the Company or any Restricted Subsidiary from the issuance or sale after the Issue
Date of convertible or exchangeable Debt that has been converted into or exchanged for Capital Stock (other than Disqualified
Stock) of the Company;

(iv) the aggregate cash proceeds received by the Company or any Restricted Subsidiary in connection with the Incurrence of any
Subordinated Shareholder Indebtedness after the Issue Date; and

(v) an amount equal to the sum of (A) any dividends, repayments of loans or advances or other transfers of Property, in each case to
the Company or any Restricted Subsidiary from any Unrestricted Subsidiary, and (B) the portion (proportionate to the
Company's equity interest in such Unrestricted Subsidiary) of the Fair Market Value of the net assets of an Unrestricted
Subsidiary at the time such Unrestricted Subsidiary is designated a Restricted Subsidiary; provided, however, that the foregoing
sum shall not exceed the amount of Investments previously made (and treated as a Restricted Payment) by the Company or any
Restricted Subsidiary in such Unrestricted Subsidiary.

Notwithstanding the foregoing limitation, the Company may take the following actions:
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pay dividends on its Capital Stock within 60 days of the dedlaration thereof if, on said declaration date, such dividends could have been
paid in compliance with the Indentures; provided, however, that such dividend shall be included in the calculation of the amount of
Restricted Payments;

purchase, repurchase, redeem, legally defease, acquire or retire for value Capital Stock of the Company or Subordinated Obligations in
exchange for, or out of the proceeds of the substantially concurrent sale of, Capital Stock of the Company (other than Disqualified Stock
and other than Capital Stock issued or sold to a Subsidiary of the Company or an employee stock ownership plan or trust established by
the Company or any such Subsidiary for the benefit of their employees); provided, however, that (i) such purchase, repurchase,
redemption, legal defeasance, acquisition or retirement shall be excluded in the calculation of the amount of Restricted Payments and
(ii) the Capital Stock Sale Proceeds from such exchange or sale shall be excluded from the cal culation pursuant to clause (c)(ii) above;

purchase, repurchase, redeem, legally defease, acquire or retire for value any Subordinated Obligations in exchange for, or out of the
proceeds of the substantially concurrent sale of, Permitted Refinancing Debt; provided, however, that such purchase, repurchase,
redemption, legal defeasance, acquisition or retirement shall be excluded in the calculation of the amount of Restricted Payments;

make payments in respect of the Existing Equity Value Certificate Guarantee and under the Existing EV C Funding Agreements,

(A) repurchase, redeem or otherwise acquire or retire for value any Capital Stock of Cableuropa or any Holdco of Cableuropa or any
Restricted Subsidiary held by any current or former officer, director or employee of Cableuropa or any Restricted Subsidiary that are
issued on the Issue Date or issued to such Persons following the Issue Date pursuant to any share option scheme, compensation plan,
incentive scheme or similar arrangement or; (B) the purchase, in the open market, at any time following the Public Equity Offering of
Cableuropa or a Holdco of Cableuropa of listed ordinary shares of Cableuropa or a Holdco of Cableuropa to be reserved for Issuance
upon exercise of options issued to any current or former officer, director or employee of Cableuropa or a Holdco of Cableuropa or any
Restricted Subsidiary pursuant to any share option scheme, compensation plan, incentive scheme or similar arrangement; provided that
the aggregate price paid for all such repurchased, redeemed, acquired, retired or purchased Capital Stock referred to in Clauses (A) and
(B) may not exceed €2.0 million in any twelve month period;

the repurchase of Capital Stock deemed to occur upon the exercise of stock options to the extent that such Capital Stock represents a
portion of the exercise price of those stock options;

the repurchase, redemption or other acquisition for value of Capital Stock of Cableuropa or a Holdco of Cableuropa or any Restricted
Subsidiary representing fractional shares of such Capital Stock in connection with a share dividend distribution share split, reverse share
split, merger, consolidation, amalgamation or other business combination of Cableuropa, such Holdco or such Restricted Subsidiary in
each case permitted under the Indentures,

Following a Public Equity Offering, the payment of dividends on Capital Stock of the Company up to 6% per annum of the net cash
proceeds received by Cableuropain any such Public Equity Offering or any subsequent public offering of such ordinary shares or net cash
proceeds of any such Public Equity Offering or subsequent public offering of such Capital Stock by any Holdco of Cableuropa that are
contributed in cash to Cableuropa’s equity (other than through the issuance of Disqualified Stock) or loaned to Cableuropa in the form of
Subordinated Shareholder Indebtedness; provided that if such Public Equity Offering was of Capital Stock of a Holdco of Cableuropa,
then that proceeds of any such dividends are used to fund an equal dividend on the ordinary shares of such Holdco; provided, further,
however that at the time of such payment no Default or Event of Default has occurred and is continuing;

cash payments, advances, loans or expense reimbursements made to GCO to permit GCO to pay general operating expenses (other than
management, consulting or similar fees payable by Affiliates of the Issuer), accounting, legal, corporate reporting and administrative
expenses incurred in the ordinary course of its business in an amount not to exceed €5.0 million in the aggregate in any fisca year; and

any other Restricted Payment, provided that the total aggregate amount of Restricted Payments made under this dause (j) does not
exceed €7.5 million in the aggregate in any fiscal year; provided, further, however that at the time of such payment no Default or Event of

Default has occurred and is continuing.

The actions described in dauses (a) and (g) of this paragraph are Restricted Payments that will be permitted to be made in accordance

with this paragraph but that reduce the amount that would otherwise be available for Restricted Payments under clause (c) (ii) above.

@

Limitation on Liens

Each of the Indentures will provide that the Issuer shall not, directly or indirectly, Incur or suffer to exist, any Lien (other than Permitted
Liens) upon any of its Property, whether owned at the Issue Date or thereafter acquired, or any interest therein or any income or profits
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(b)

therefrom.

Each of the Indentures will provide that the Company shall not, and shall not permit any Restricted Subsidiary to, nor shdl any
Restricted Subsidiary, directly or indirectly, Incur or suffer to exist, any Lien (other than Permitted Liens or Liens securing Senior Debt)
upon any of its Property (including Capital Stock of a Restricted Subsidiary), whether owned at the Issue Date or thereafter acquired, or
any interest therein or any income or profits therefrom, unless

0 if such Lien secures Senior Subordinated Debt, the Notes Proceeds Loans and the applicable Note Guarantee are secured on an
equal and ratable basis with such Debt; and

(i) if such Lien secures Subordinated Obligations, such Lien shall be subordinated to a Lien securing the Notes Proceeds Loans
and the applicable Note Guarantee in the same Property as that securing such Lien to the same extent as such Subordinated
Obligations are subordinated to the Notes Proceeds Loans and the applicable Note Guarantee.

Limitation on the Sale or | ssuance of Capital Stock of Restricted Subsidiaries.

Each of the Indentures will provide that the Company shall not sell or otherwise dispose of any shares of Capita Stock of a Restricted

Subsidiary, and will not permit any Restricted Subsidiary, directly or indirectly, to issue or sell or otherwise dispose of any shares of its Capital

Stock except:

@ to the Company or another Restricted Subsidiary;

(b) the Incurrence of a Lien permitted under the covenant described under "—Limitation on Liens" (solely to the extent such Incurrence
congtitutes a disposition of the Capital Stock subject to such Lien under applicable law);

(© the issuance and sale to a citizen of any jurisdiction of shares of Capital Stock of such Restricted Subsidiary, to the extent required by
applicable law of such jurisdiction;

(d) if, immediately after giving effect to such issuance, sale or other disposition, neither the Company nor any Restricted Subsidiary owns
any Capital Stock of such Restricted Subsidiary;

(e if, immediately after giving effect to such issuance or sale, such Restricted Subsidiary would no longer constitute a Restricted Subsidiary

and any Investment in such Person remaining after giving effect thereto would have been permitted to be made under the covenant
described under

"—Limitation on Regtricted Payments' if made on that date of such issuance, sale or other disposition (and such Investment shall be deemed to be

@
(b)

an Investment for the purposes of such covenant).
Limitation on Saleof Certain Assets
Each of the Indentures will provide that the Issuer shall nat, directly or indirectly, consummate any Asset Sale.

Each of the Indentures will provide that the Company shall not, and shall not permit any Restricted Subsidiary to, nor shdl any
Restricted Subsidiary, directly or indirectly, consummate any Asset Sale unless:

0] the Company or such Restricted Subsidiary receives consideration at the time of such Asset Sale at least equal to the Fair
Market Value of the Property subject to such Asset Sale;

(i) at least 75% of the consideration paid to the Company or such Restricted Subsidiary in connection with such Asset Saleisin
the form of cash or cash eguivaents or the assumption by the purchaser of liabilities of the Company or any Restricted
Subsidiary (other than liabilities that are by their terms subordinated to the Notes Proceeds Loans and the applicable Note
Guarantee) as a result of which the Company and the Restricted Subsidiaries are no longer obligated with respect to such
liahilities;

(iii) the Company delivers an Officers Certificate to the Trustee certifying that such Asset Sale complies with the foregoing clauses
(i) and (ii); and

(iv) no Default or Event of Default shall have occurred and be continuing immediately prior to and after giving effect to such Asset
Sale.
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The Net Available Cash (or any portion thereof) from Asset Sales shall be applied by the Company or a Restricted Subsidiary, to the
extent the Company or such Restricted Subsidiary elects (or is required by the terms of any Debt):

@ to repay Senior Debt of the Company or any other Note Guarantor (excluding, in any such case, any Debt owed to the Company or an
Affiliate of the Company);

(b) to invest or reinvest in Additiona Assets (including an Investment in Additional Assets by a Restricted Subsidiary with Net Available
Cash received by the Company or another Restricted Subsidiary that isinvested in such Restricted Subsidiary); or

(© Any combination of the foregoing.

Any Net Available Cash from an Asset Sale not applied in accordance with the preceding paragraph within 360 days from the date of the
receipt of such Net Available Cash or that is not segregated from the general funds of the Company for investment in identified Additiona Assets
in respect of a project that shall have been commenced, and for which binding contractual commitments have been entered into, prior to the end of
such 360-day period and that shall not have been completed or abandoned shall constitute "Excess Proceeds.” When the aggregate amount of
Excess Proceeds exceeds €10.0 million (taking into account income earned on such Excess Proceeds, if any), Cableuropa will be required to make
an offer to make prepayments under the Notes Proceeds Loans sufficient to enable the Issuer to purchase Notes pursuant to the Prepayment Offer
(as defined below), and the Issuer shall be required to make an offer to purchase (the "Prepayment Offer") the Notes which offer shall be in the
amount of the Allocable Excess Proceeds, on a pro rata basis according to principal amount, at a purchase price equal to 100% of the principal
amount thereof, plus accrued and unpaid interest, if any, to the purchase date (subject to the right of holders of record on the relevant record date to
receive interest due on the relevant interest payment date), in accordance with the procedures (incuding prorating in the event of over-
subscription) set forth in the Indentures. To the extent that any portion of the amount of Net Available Cash remains after compliance with the
preceding sentence and provided that al holders of Notes have been given the opportunity to tender their Notes for purchase in accordance with the
Indentures, the Company or such Restricted Subsidiary may use such remaining amount for any general corporate purpose and the amount of
Excess Proceeds will be reset to zero.

The term "Allocable Excess Proceeds" will mean the product of (a) the Excess Proceeds and (b) a fraction, the numerator of which is the
aggregate principal amount of the Notes outstanding on the date of the Prepayment Offer and the denominator of which is the sum of the aggregate
principal amount of the Notes outstanding on the date of the Prepayment Offer and the aggregate principal amount of other Debt of Cableuropa
outstanding on the date of the Prepayment Offer that is pari passu in right of payment with the Notes Proceeds Loans and subject to terms and
conditions in respect of Asset Sales similar in all material respects to the covenant described hereunder and requiring Cableuropa to make an offer
to purchase such Debt at substantially the same time as the Prepayment Offer.

Within five Business Days after Cableuropa is obligated to make a Prepayment Offer as described in the preceding paragraph, the Issuer
shall send a notice pursuant to the section entitled "—Notices," accompanied by such information regarding the Issuer, the Company and the
Restricted Subsidiaries as the Issuer in good faith believes will enable the holders to make an informed decision with respect to such Prepayment
Offer. Such notice shall state, among other things, the purchase price and the purchase date, which shdl be, subject to any contrary requirements of
applicable law, a Business Day no earlier than 30 days nor later than 60 days from the date such notice is given.

The Issuer and each of the Note Guarantors will comply, to the extent applicable, with the requirements of Section 14(e) of the Exchange
Act and any other securities laws or regulations in connection with the repurchase of Notes pursuant to the covenant described hereunder. To the
extent that the provisions of any securities laws or regul ations conflict with provisions of the covenant described hereunder, each of the Issuer and
the Note Guarantors will comply with the applicable securities laws and regulations and will not be deemed to have breached its obligations under
the covenant described hereunder by virtue thereof.

Limitation on Redtrictionson Didributionsfrom Restricted Subsdiaries
Each of the Indentures will provide that the Company shall not, and shall not permit any Restricted Subsidiary to, nor shal any
Restricted Subsidiary, directly or indirectly, create or otherwise cause or suffer to exist any consensua restriction on the right or ability of any

Restricted Subsidiary (and, in the case of clause (d) below, Cableuropa) to:

@ pay dividends, in cash or otherwise, or make any other distributions on or in respect of its Capita Stock, or pay any Debt or other
obligation owed, to the Company or any other Restricted Subsidiary;

(b) make any loans or advances to the Company or any other Restricted Subsidiary;
(© transfer any of its Property to the Company or any other Restricted Subsidiary; or
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(d)

@

(b)

satisfy its obligations under the Notes Proceeds Loans.

The foregoing limitations will not apply:

with respect to dauses (a), (b), (¢) and (d), to restrictions:

0]
(ib)

(iii)
(iv)

V)

(Vi)
(vii)

in effect or entered into on the Issue Date;

relating to Debt of a Restricted Subsidiary and existing at the time it became a Restricted Subsidiary if such restriction was not
created in connection with or in anticipation of the transaction or series of transactions pursuant to which such Restricted
Subsidiary became a Restricted Subsidiary or was acquired by the Company;

relating to the Senior Bank Facility;

under (x) the Indentures, the Note Guarantees or the Notes or (y) any customary encumbrance or restriction that is contained in
an agreement or instrument governing or relating to any Indebtedness Incurred; provided, however, that the restrictions
contained in any such agreement or instrument are no less favorable in any material respect, taken as a whole, to the holders of
Notes than the restrictions contained in the Indentures, the Note Guarantees or the Notes;

that result from the Refinancing of Debt Incurred pursuant to an agreement referred to in cdause (a)(i), (ii), (iii) or (iv) (in
respect of clause (x) only) above or in clause (b)(i) or (ii) below; provided, however, such restriction with respect to such
Refinanced Debt is no less favorable in any materia respect, taken as a whole, to the holders of Notes than those under the
agreement evidencing the Debt so Refinanced;

relating to Hedging Obligations, Subsidized Loans or the VAT Discounting Facility; or

any customary encumbrance or restriction applicable to a Restricted Subsidiary that is contained in an agreement or instrument
governing or relating to Senior Debt, provided that the provisions of any such agreement or instrument do not prevent (other
than following an event of default on such Senior Debt) the payment of interest and mandatory payment of principal pursuant to
the terms of the Indentures and the Notes, but provided, further that such agreement or instrument may nevertheless contain
customary net worth, leverage, invested capital and other financial covenants, customary covenants regarding the merger of or
sde of al or any substantial part of the assets of the Company or any Restricted Subsidiary, customary restrictions on
transactions with Affiliates, customary subordination provisions governing future Debt to be Incurred by the Company or any
Restricted Subsidiary no less favorable in any material respect, taken as a whole, to the holders of Notes than the subordination
provisions applicable to the Note Guarantees, and provisions prohibiting redemptions or repurchases of Notes in the event of a
Change of Control; and

with respect to dause (c) of the first paragraph of this covenant only, to restrictions:

0]

(i)

(iii)

(iv)
V)

(vi)

relating to Debt that is permitted to be Incurred and secured without also securing the Notes Proceeds Loans or the applicable
Note Guarantee pursuant to the covenants described under "—Limitation on Debt" and "—Limitation on Liens' that limit the
right of the debtor to dispose of the Property securing such Debt;

encumbering Property a the time such Property was acquired by the Company or any Restricted Subsidiary, so long as such
restriction relates solely to the Property so acquired and was not created in connection with or in anticipation of such

acquisition;

resulting from customary provisions in leases or customary provisions in other agreements that restrict assignment of such
agreements or rights thereunder;

customary restrictions contained in asset sal e agreements limiting the transfer of such Property pending the closing of such sae;

encumbrances or restrictions existing by reason of customary merger or acquisition agreements for the purchase or acquisition
of the Capital Stock or assets of the Company or any of its Subsidiaries by another Person;

customary restrictions contained in operating leases for real property and restricting only the transfer of such rea property or
effective only upon the occurrence and during the continuance of a default in the payment of rent;
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(viii)

@

(b)

(vii)

encumbrances or restrictions arising as a result of applicable law or regulation; or

encumbrances or restrictions that may be imposed by governmental licenses, concessions, franchises or permits.

Limitation on Transactionswith Affiliates

Each of the Indentures will provide that the Company shall not, and shall not permit any Restricted Subsidiary to, nor shdl any
Restricted Subsidiary, directly or indirectly, conduct any business or enter into or suffer to exist any transaction or series of related
transactions (incduding the purchase, sale, transfer, assignment, lease, conveyance or exchange of any Property or the rendering of any
service) with, or for the benefit of, any Affiliate of the Company (an "Affiliate Transaction™), unless:

0]

(ib)

(iii)

the terms of such Affiliate Transaction are (x) set forth in writing and (y) no less favorable, in any material respect, taken asa
whole, to the Company or such Restricted Subsidiary, as the case may be, than those that could be obtained in a comparable
arm's-length transaction with a Person that is not an Affiliate of the Company as determined in good faith by any Officer of the
Company;,

if such Affiliate Transaction involves aggregate payments or value in excess of €10.0 million, the Board of Directors (including
a majority of the disinterested members of the Board of Directors) approves such Affiliate Transaction and, in its good faith
judgment, believes that such Affiliate Transaction complies with clause (8)(i)(y) of this paragraph as evidenced by a board
resolution promptly delivered to the Trustee; and

if such Affiliate Transaction involves aggregate payments or value in excess of €25.0 million, the Company obtains a written
opinion from an Independent Appraiser to the effect that the consideration to be paid or received in connection with such
Affiliate Transaction isfair, from afinancial point of view, to the Company or such Restricted Subsidiary, as the case may be.

Notwithstanding the foregoing limitation, the following shall not be Affiliate Transactions:

0]

(i)

(iii)

(iv)

V)

(vi)

(vii)

(viii)

(ix)

any transaction or series of transactions between the Company and one or more Restricted Subsidiaries or between two or more
Restricted Subsidiaries in the ordinary course of business;

any transaction or series of transactions between the Parent Guarantor and Cableuropa or between the Parent Guarantor and
one or more Restricted Subsidiaries;

any Restricted Payment or Issuer Restricted Payment permitted to be made pursuant to the covenant described under "—
Limitation on Restricted Payments" or any Permitted Investment of the Company or the Restricted Subsidiaries;

any issuance of securities, or other payments, awards or grants in cash, securities or otherwise pursuant to, or the funding of,
employment arrangements, stock options and stock ownership plans approved by the Board of Directors;

loans and advances to employees made in the ordinary course of business and consistent with the past practices of the Company
or any Restricted Subsidiary, as the case may be; provided, however, that such loans and advances do not exceed €1.0 million
in the aggregate at any one time outstanding, provided, however that the Company or any Restricted Subsidiary may make loans
or advances to employees in connection with a Public Equity Offering in amounts not to exceed €3.5 million;

arrangements in existence on the Issue Date (incduding any construction and equipment purchase contracts and any consultancy
agreements) and any renewal thereof; provided, however, that any such renewal is on terms no less favorable in any material

respect, taken as awhole, than the terms of any such existing agreement;

arrangements relating to the offer and sale of Capital Stock of the Company or any Restricted Subsidiary that the Board of
Directors determines in good faith to be customary for such an offer and sale;

any Guarantee or grant of any Lien by the Company or a Restricted Subsidiary in connection with any Debt (other than
Subordinated Obligations) permitted pursuant to the covenant described under "—Limitation on Debt";

any payments or other transactions pursuant to a tax sharing agreement between the Company and any other Person with which
the Company files a consolidated tax return or with which the Company is part of a consolidated group for tax purposes;
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x) (A) the provision by Bank of America Corporation and its Affiliates and Banco Santander and its Affiliates of investment
banking or commercial banking or similar services to the Company and the Restricted Subsidiaries, and (B) any agreement
with Grupo Ferrovid, SA. and its Affiliates or Isolux WAT SA. and its Affiliates to construct the telecommunications
networks of the Company and the Restricted Subsidiaries, which, in the case of each of (A) and (B), are fair to the Company
and the Restricted Subsidiaries, in the reasonable determination of the Board of Directors of the Company or an Officer thereof,
or are on terms no less favorable in any material respect, taken as a whole, to the Company or such Restricted Subsidiary, as
the case may be, than those that could be obtained in a comparable arm's-length transaction with a Person that is not an
Affiliate of the Company as determined in good faith by any Officer of the Company; and

(xi) any payments or other transactions with respect to the lease or sharing or other use of cable or fiber lines, equipment,
transmission capacity, right-of-way or other access rights, service agreements, content provision agreements or any other
transactions entered into in the ordinary course of business and related to the Telecommunications Business between the
Company or any Restricted Subsidiary and Retecal provided (&) such transaction satisfies the requirements of clause (8)(i) of
the preceding paragraph and (b) The Board of Directors (including a majority of disinterested directors (which shall include at
least two such directors)) approves such transaction and, in its good faith judgment, believes such transaction complies with
clause (8)(i)(y) of the preceding paragraph as evidenced by a board resolution promptly delivered to the Trustee.

Limitation on Saleand Leaseback Transactions

Each of the Indentures will provide that the Company shall not, and shall not permit any Restricted Subsidiary to, nor shal any
Restricted Subsidiary, enter into any Sale and Leaseback Transaction with respect to any Property unless:

@ the Company or such Restricted Subsidiary would be entitled to (i) Incur Debt in an amount equal to the Attributable Debt with respect
to such Sale and Leaseback Transaction pursuant to the covenant described under "—Limitation on Debt" and (ii) create a Lien on such
Property securing such Attributable Debt without also securing the Notes Proceeds Loans and the applicable Note Guarantee pursuant to
the covenant described under "—Limitation on Liens";

(b) such Sale and Leaseback Transaction is effected in compliance with the covenant described under "—Limitation on Sae of Certain
Assets'; and

(© the net proceeds received in connection with such Sale and Leaseback Transaction are at least equal to the Fair Market Value of such
Property.

Limitation on Layered Debt

Each of the Indentures will provide that Cableuropa shall not, and shall not permit any other Guarantor to, nor shall any other Subsidiary
Guarantor, Incur, create, issue, assume, Guarantee or otherwise become liable for any Debt that is both subordinate or junior in right of payment to
any Senior Debt of Cableuropa or such Subsidiary Guarantor and senior in any respect in right of payment to any Senior Subordinated Debt of

Cableuropa or such Subsidiary Guarantor or any other Debt of Cableuropa or such Subsidiary Guarantor ranking equally with Senior Subordinated
Debt of Cableuropa or such Subsidiary Guarantor.

Limitation on Notarization Under Spanish Law

Each of the Indentures will provide that, until September 1, 2004, the Company shall not, and shall not permit any other Guarantor to,
nor shall any other Note Guarantor, Notarize any Debt or other obligation other than Senior Debt.

Dedsgnation of Restricted and Unrestricted Subsidiaries

Unless so designated as an Unrestricted Subsidiary, any Person that becomes a Subsidiary of the Company will be classified as a
Restricted Subsidiary. Each of the Indentures will provide that the Board of Directors may designate any Subsidiary of the Company, including any
newly acquired or newly formed subsidiary, to be an Unrestricted Subsidiary if:

@ no Event of Default shall have occurred or be continuing at the time of or after giving effect to such designation;

(b) the Subsidiary to be so designated does not own any Capital Stock or Debt of, or own or hold any Lien on any Property of, the Company
or any Restricted Subsidiary; and

(© either (i) the Subsidiary to be so designated has total assets of €60,000 or less or (ii) such designation is effective immediately upon such
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entity becoming a Subsidiary of the Company.

Except as provided in the second sentence of the immediately preceding paragraph, no Restricted Subsidiary may be redesignated as an
Unrestricted Subsidiary. Neither the Company nor any Restricted Subsidiary shall at any time be directly or indirectly liable for any Debt that
provides that the holder thereof may (with the passage of time or notice or both) declare a default thereon or cause the payment thereof to be
accelerated or payable prior to its Stated Maturity upon the occurrence of a default with respect to any Debt, Lien or other obligation of any
Unrestricted Subsidiary (including any right to take enforcement action against such Unrestricted Subsidiary). Upon designation of a Restricted
Subsidiary as an Unrestricted Subsidiary in compliance with this covenant, such Restricted Subsidiary shall, by execution and delivery of a
supplemental indenture in form satisfactory to the Trustee, be released from any Note Guarantee previously made by such Restricted Subsidiary.

The Board of Directors may designate any Unrestricted Subsidiary to be a Restricted Subsidiary if, immediately after giving pro forma
effect to such designation:

@ the Company could Incur €1.00 of additional Debt pursuant to clause (a) of the first paragraph of the covenant described under "—
Limitation on Debt";

(b) no Default or Event of Default shall have occurred and be continuing or would result therefrom;
(© such Unrestricted Subsidiary is a subsidiary of the Company; and
(d) such Unrestricted Subsidiary executes and delivers to the Trustee a Note Guarantee at the time such Unrestricted Subsidiary becomes a

Restricted Subsidiary.

Any such designation or redesignation by the Board of Directors will be evidenced to the Trustee by filing with the Trustee a board
resolution giving effect to such designation or redesignation and an Officers' Certificate of the Company (&) certifying that such designation or
redesignation complies with the foregoing provisions and (b) giving the effective date of such designation or redesignation, such filing with the
Trustee to occur within 45 days after the end of the fiscal quarter of the Company in which such designation or redesignation is made (or, in the
case of a designation or redesignation made during the last fiscal quarter of the Company's fiscal year, within 90 days after the end of such fiscal
year).

Limitation on the Company sBusiness

Each of the Indentures will provide that the Company shall not, and the Company and the Restricted Subsidiaries as a group shall not,
engage in any business other than a Tel ecommuni cations Business.

Limitation on Issuer Activities

Each of the Indentures will provide that the Issuer will not engage in any business activity or undertake any other activity, except any
activity:
@ relating to the offering, sale or issuance of the Notes or the Incurrence of Permitted Debt of the Issuer (including the lending of the
proceeds of such sale of Notes or Permitted Debt of the Issuer to the Company and the Restricted Subsidiaries);

(b) undertaken with the purpose of, and directly related to, fulfilling its obligations under the Existing Notes, the Notes, the Indentures, the
Existing Notes Indentures, the agreements relating to the Existing Equity Value Certificates or such Permitted Debt, including the
Incurrence of Permitted Liens of the Issuer and the making of Permitted Investments of the Issuer; or

(© directly related to the establishment and maintenance of the Issuer's corporate existence.

All of the proceeds of the offering will be lent to Cableuropa and the other Subsidiary Guarantors by the Issuer pursuant to the Notes
Proceeds Loans. The Issuer shall not:

€) Incur any Debt other than the Notes or Permitted Debt of the Issuer;
(b) issue any Capitd Stock (other than to ONO Holdings, the Company or Retco);
(© consummate any Asset Sale; or
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(d) take any action which would cause it to no longer satisfy the requirements of its exemption from the provisions of the Investment
Company Act of 1940, as amended.

Whenever the Issuer receives a payment or prepayment under the Notes Proceeds Loans, it shall use the funds received solely to satisfy
its obligations (to the extent of the amount owing in respect of such obligations) under the Indentures (including any premium paid to holders of
the Notes), except as otherwise provided pursuant to the subordination and other provisions of the Notes Proceeds Loans and the Indentures. The
Issuer's Articles of Association and Memorandum of Association prohibit the transfer of its shares to any Person other than ONO Holdings, the
Company or Retco.

Future Note Guarantors

Each of the Indentures will provide that the Company shall cause each Person that becomes a Restricted Subsidiary following the Issue
Date to execute and deliver to the Trustee a Note Guarantee at the time such Person becomes a Restricted Subsidiary. The Company, however, will
not be obligated to cause any Restricted Subsidiary to become a Note Guarantor if the provision by such Restricted Subsidiary of a Note Guarantee
would result in any violation of applicable law that cannot be avoided or otherwise prevented through measures reasonably available to the
Company (induding any "whitewash" or similar procedures that would be required in order to enable such Note Guarantee to be provided in
accordance with applicable law).

Use of Proceedsby the | ssuer

Each of the Indentures will provide that the gross proceeds to the Issuer from the offering of the Notes shall be lent by the Issuer to
Cableuropa and the other Subsidiary Guarantors pursuant to the Notes Proceeds Loans.

Restriction on Transfer of Assats

Each of the Indentures will provide that the Company and any Restricted Subsidiary that is a Note Guarantor shall not sell, convey,
transfer or otherwise dispose of its assets or property to any Restricted Subsidiary that is not a Note Guarantor.

Conversion of GCO Loan and Participative Loansinto Common Stock of Cableuropa

Each of the Indentures will provide that within one month of the Issue Date, Cableuropa will take all necessary actions and make all
necessary submissions, including submissions to the Mercantile Registry, to convert the GCO Loan and the Participative Loans into common stock
of Cableuropa.

Payments for Consent

Each of the Indentures will provide that neither the Issuer nor any Restricted Subsidiary will, directly or indirectly, pay or cause to be
paid any consideration, whether by way of interest, fee or otherwise, to any holder of any Notes for or as an inducement to any consent, waiver or
amendment of any of the terms or provisions of an Indenture or the Notes unless such consideration is offered to be paid or is paid to all holders of
the Notes that consent, waive or agree to amend in the time frame set forth in the solicitation documents relating to such consent, waiver or
agreement.

Reportsto Holders

Each of the Indentures will provide that, so long as any Notes are outstanding, each of the Company and the Issuer will furnish to the
Trustee (who, at the Company's or the Issuer's expense, as the case may be, will furnish by mail to holders of the Notes):

@ within 120 days following the end of each fiscal year, information incdluding "Selected Historica Financial Data," "Management's
Discussion and Analysis of Results of Operations” and "Business' sections with scope and content similar to the corresponding sections
of this offering memorandum (after taking into consideration any changes to the business and operations of the Company or the Issuer
after the Issue Date), information regarding the Company's and the Issuer's share capital, constitutional documents and any material
contracts to which the Company, the Issuer or the Restricted Subsidiaries are party other than contracts entered into in the ordinary
course of business, consolidated audited income statements, bal ance sheets and cash flow statements and the rel ated notes thereof for the
Company and the Issuer for the two most recent fiscal years in accordance with GAAP, which need not, however, contain any
reconciliation to U.S. GAAP or otherwise comply with Regulation S-X of the Commission, together with an audit report thereon by the
Issuer's independent auditors;

(b) within 60 days following the end of the fiscal quarters ended June 30, 2004 and September 30, 2004 and of the first three fiscal quarters
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in each fiscal year thereafter, quarterly reports containing unaudited balance sheets, statements of income, statements of shareholders
equity and statements of cash flows and condensed footnote disclosure; for the Company and the Restricted Subsidiaries on a
consolidated basis, in each case for the quarterly period then ended and the corresponding quarterly period in the prior fisca year and
prepared in accordance with GAAP, which need not, however, contain any reconciliation to U.S. GAAP or otherwise comply with
Regulation S-X of the Commission, together with a "Management's Discussion and Analysis of Financid Condition and Results of
Operations" section for such quarterly period;

(© promptly from time to time after the occurrence of a material acquisition or disposition that would constitute a Significant Subsidiary (as
defined in Regulation S-X of the Commission), financial statements of the acquired business and a pro forma consolidated balance sheet
and statement of operations of the Company and the Restricted Subsidiaries giving effect to the acquisition or disposition to the extent
practicable utilizing available information, (which need not be required to contain any U.S. GAAP information or otherwise comply with
Regulation S-X of the Commission); and

(d) promptly from time to time after the occurrence of an event required to be reported therein, such other reports containing substantially
the same information required to be contained in Form 6-K (or any successor form) of the Commission.

Each of the Company and the Issuer shall be deemed to satisfy the foregoing obligations so long as it furnishes the foregoing information
in compliance with the corresponding obligation in the Existing Notes Indentures.

In addition, so long as the Notes remain outstanding and during any period during which Cableuropa and the Issuer are not subject to
Section 13 or 15(d) of the Exchange Act or exempt therefrom pursuant to each of Cableuropa and the Issuer will furnish to the holders of the Notes
and to prospective investors, upon the requests of such holders, any information required to be delivered pursuant to Rule 144A(d)(4) under the
Securities Act so long as the Notes are not freely transferable under the Exchange Act by Persons who are not "affiliates' under the Securities Act.

Each of the Issuer and the Company will also make available copies of all reports furnished to the Trustee within 15 days after the Issuer
or the Company, as the case may be, furnishes such reports to the Trustee: (a) on the website of the Company, as the case may be; (b) to the
newswire service of Bloomberg, or, if Bloomberg does not then operate, any similar agency; and (c) if and so long as the Notes are listed on the
Luxembourg Stock Exchange and the rules of the Luxembourg Stock Exchange so require, at the specified office of the paying agent in
Luxembourg.

Merger, Consolidation and Sale of Property

Each of the Indentures will provide that the Issuer shall not merge, consolidate or amagamate with or into any other Person or sell,
transfer, assign, lease, convey or otherwise dispose of all or substantially all its Property in any one transaction or series of related transactions.

Except with respect to an enforcement sale as described under "—Subordination of the Subsidiary Guarantees Upon a Repayment
Event—Release of the Subsidiary Guarantees," the Company and each of the other Note Guarantors shall not merge, consolidate or amal gamate
with or into any other Person (other than a merger of a Restricted Subsidiary into the Company or such other Note Guarantor) or sell, transfer,
assign, lease, convey or otherwise dispose of al or substantially all its Property in any one transaction or series of related transactions unless:

@ the Company or such other Note Guarantor shall be the surviving Person (the "Surviving Person") or the Surviving Person (if other than
the Company or such other Note Guarantor, as applicable) formed by such merger, consolidation or amalgamation or to which such sale,
transfer, assignment, lease, conveyance or disposition is made shall be a corporation organized and existing under the laws of the United
States of America, any State thereof or the District of Columbia or a member state of the European Union on the Issue Date;

(b) the Surviving Person (if other than the Company or such other Note Guarantor, as applicable) expressly assumes, by supplemental
indenture in form reasonably satisfactory to the Trustee, executed and delivered to the Trustee by such Surviving Person, the due and
punctual payment of the principal of, and premium, if any, and interest on the Notes Proceeds Loans, and the due and punctua
performance and observance of al the covenants and conditions of the Indenture to be performed by the Company and such other Note
Guarantor, as applicable, and the due and punctual performance of all obligations of the Company or such other Note Guarantor, as
applicable, under its respective Note Guarantee;

(© in the case of a sale, transfer, assignment, lease, conveyance or other disposition of al or substantialy all the Property of the Company or
such other Note Guarantor, as applicable, such Property shall have been transferred as an entirety or substantially as an entirety to one

Person, which is the Surviving Person;

(d) immediately before and after giving effect to such transaction or series of related transactions on a pro forma basis, no Default or Event
of Default will have occurred and be continuing;
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(®)

®

©

Except with respect to the merger, consolidation or amalgamation with or into Retecal, or of Reteca into or with any Note Guarantor,
immediately after giving effect to such transaction or series of related transactions on a pro forma basis the Surviving Person would be
able to incur €1.00 of additional Debt pursuant to clause (a) of the first paragraph of the covenant described under "—Limitation on
Debt";

the Company shall deliver, or cause to be delivered, to the Trustee, in form and substance reasonably satisfactory to the Trustee, an
Officers' Certificate and an Opinion of Counsel, each stating that such transaction and the supplementa indenture and such Note
Guarantee, if any, in respect thereto comply with this covenant and that all conditions precedent herein provided for relating to such
transaction have been satisfied; and

such transaction would not result in the revocation of any Material License which is not replaced, substituted, reinstated or reissued to
the holder of such Material License or to the Surviving Person (if other than the Company or another Note Guarantor).

Except with respect to an enforcement sale as described under "—Subordination of the Subsidiary Guarantees Upon a Repayment

Event—Release of the Subsidiary Guarantees," the Surviving Person (other than the Company) shall succeed to, and be substituted for, and may
exercise every right and power of the Company under the Indentures, the Notes Proceeds Loans and their respective Note Guarantees (or of such
other Note Guarantor under the Indentures, the Notes Proceeds Loans and their respective Note Guarantees, as the case may be), but the
predecessor company in the case of (8) a sae, transfer, assignment, conveyance or other disposition (unless such sae, transfer, assignment,
conveyance or other disposition is of all the assets of the Company (or such other Note Guarantor) as an entirety or substantially as an entirety) or
(b) alease, shall not be released from any of the obligations or covenants under the Indentures, the Notes Proceeds Loans and the applicable Note
Guarantee.

Events of Default

@

(b)

©

(d)

C)

®

©

(h)

0]

0)

Each of the Indentures will provide that each of the following will be an "Event of Default" under the Indentures:

default for 30 days in the payment when due of any interest or any Additional Amounts on any Note;

default in the payment of the principal of or premium, if any, on any Note at its Maturity;

failure to comply with the covenant described under "—Certain Covenants—Merger, Consolidation, and Sale of Property";

failure to comply with any other covenant or agreement in the Notes or in the Indentures (other than as specified in dause (a), (b) or
(c) above) and such failure continues for a period of 30 days or more after written notice is given to the Issuer and the Company as
provided below;

a default under any Debt by the Issuer, the Company or any Restricted Subsidiary that results in acceleration of the maturity of such
Debt, or failure to pay any such Debt at maturity, in an aggregate amount greater than €15.0 million or its foreign currency equivalent at
the time (the "cross accel eration provisions');

any judgment or judgments for the payment of money in an aggregate amount in excess of €15.0 million (or its foreign currency
equivalent at the time) that shall be rendered against the Issuer, the Company or any Restricted Subsidiary and that shall not be waived,
satisfied or discharged for any period of 30 consecutive days during which a stay of enforcement shall not be in effect (the "judgment
default provisions");

certain events involving bankruptcy, insolvency or reorganization of the Issuer, the Company or any Restricted Subsidiary (the
"bankruptcy provisions");

any Note Guarantee ceases to be, or shall be asserted in writing by any Note Guarantor, or any Person acting on behalf of any Note
Guarantor, not to be in full force and effect or enforceable in accordance with its terms (other than in accordance with the terms of the
Indentures);

the Notes Proceeds Loans cease to be in full force and effect or the Notes Proceeds Loans are declared null and void or unenforceable or
the Notes Proceeds Loans are found to be invalid or the Company denies its liability under the Notes Proceeds Loans or payments under
the Notes Proceeds Loans become subject to any Lien;

an event of default under, or modification which is adverse to the Issuer or the holders of the Notes or the Notes Proceeds L oans; and
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(k) the revocation of a Material License which is not replaced, substituted, reinstated or reissued to (i) the holder of such Material License,
(ii) another entity which is a Restricted Subsidiary of the Company or (iii) the Surviving Person (other than the Company or another Note
Guarantor) in connection with any transaction permitted by the covenant described under "—Certain Covenants—Merger, Consolidation
and Sdle of Property.”

A Default under clause (f) is not an Event of Default under an Indenture until the relevant Trustee or the holders of not less than 25% in
aggregate principal amount of the relevant Notes then outstanding notify the Company of the Default and the Company does not cure (or cause the
Restricted Subsidiaries to cure) such Default within the time specified after receipt of such notice. Such notice must specify the Default, demand
that it be remedied and state that such notice is a"Notice of Default.”

Each of the Issuer and the Company shall deliver to each Trustee, within 30 days after the occurrence thereof, written notice in the form
of an Officers Certificate of any event that with the giving of notice and the Iapse of time would become an Event of Default, its status and what
action the Company is taking or proposes to take with respect thereto.

Each of the Indentures will provide that if an Event of Default with respect to the relevant Notes (other than an Event of Default resulting
from certain events involving bankruptcy, insolvency or reorganization with respect to the Company) shall have occurred and be continuing, the
relevant Trustee or the registered holders of not less than 25% in aggregate principal amount of the relevant Notes then outstanding may declare to
be immediately due and payable the principal amount of all the relevant Notes then outstanding and al amounts outstanding under the relevant
Notes Proceeds Loans, in each case plus accrued but unpaid interest to the date of acceleration. In case an Event of Default resulting from certain
events of bankruptcy, insolvency or reorganization with respect to the Company shall occur, such amount with respect to all the Notes and the
Notes Proceeds Loans shall be due and payable immediately without any declaration or other act on the part of the Trustee or the holders of the
Notes. Whenever amounts are due and payable under an Indenture, the same amounts due to the Issuer under the relevant Notes Proceeds Loans
will be due and payable. After any such acceleration, but before ajudgment or decree based on accel eration is obtained by the relevant Trustee, the
holders of a majority in aggregate principal amount of the Notes then outstanding may, under certain circumstances, rescind and annul such
acceleration if al Events of Default, other than the non-payment of accelerated principal, premium or interest, have been cured or waived as
provided in the relevant Indenture. Upon any such rescission and annulment of any such declaration and its consequences with respect to the Notes,
the dedl aration and conseguences under the Notes Proceeds Loans shall be rescinded.

Subject to the provisions of the relevant Indenture relating to the duties of the relevant Trustee, in case an Event of Default shall occur
and be continuing, the relevant Trustee will be under no obligation to exercise any of its rights or powers under the relevant Indenture at the
request or direction of any of the holders of the relevant Notes, unless such holders shall have offered to such Trustee reasonable indemnity.
Subject to such provisions for the indemnification of the relevant Trustee, the holders of a majority in aggregate principal amount of the relevant
Notes then outstanding will have the right to direct the time, method and place of conducting any proceeding for any remedy available to the
relevant Trustee or exercising any trust or power conferred on such Trustee with respect to the relevant Notes.

In the case of any Event of Default occurring by reason of any willful action (or inaction) taken (or not taken) by or on behalf of the Issuer
with the intention of avoiding payment of the premium that the Issuer would have had to pay if the Issuer then had elected to redeem the Notes
pursuant to the optional redemption provisions of the relevant Indenture, an equivalent premium shall also become and be immediately due and
payable to the extent permitted by law upon the acceleration of the Notes. If an Event of Default occurs during any time that the Notes are
outstanding, by reason of any willful action (or inaction) taken (or not taken) by or on behalf of the Issuer with the intention of avoiding the
prohibition on redemption of the Notes, then the premium specified in the relevant Indenture that would have been payabl e upon redemption at the
time the Event of Default occurs shall a so become immediately due and payable to the extent permitted by law upon the accel eration of the Notes.

At any time after a decdlaration of acceleration under the relevant Indenture, but before a judgment or decree for payment of the money
due has been obtained by the relevant Trustee, the holders of a mgjority in aggregate principal amount of the outstanding Notes, by written notice
to the Issuer and the relevant Trustee, may rescind such declaration and its consequences if:

@ the Issuer has paid or deposited with the Trustee a sum sufficient to pay:
0] all overdue interest and Additional Amounts on all Notes then outstanding;
(i) all unpaid principa of and premium, if any, on any outstanding Notes that has become due otherwise than by such ded aration

of acceleration and interest thereon at the rate borne by the Notes;

(iii) to the extent that payment of such interest is lawful, interest upon overdue interest and overdue principal at the rate borne by
the Notes; and
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(iv) al sums paid or advanced by the Trustee under the relevant Indenture and the reasonable compensation, expenses,
disbursements and advances of the Trustee, its agents and counsel;

(b) the rescission would not conflict with any judgment or decree of a court of competent jurisdiction; and

(© all Events of Default, other than the non-payment of amounts of principal of, premium, if any, and any Additional Amounts and interest
on the Notes that has become due solely by such declaration of acceleration, have been cured or waived.

No such rescission shall affect any subsequent default or impair any right consequent thereon.

Each of the Indentures will provide that the holders of not less than a majority in aggregate principal amount of the outstanding Notes
may, on behalf of the holders of dl the relevant Notes, waive any past defaults under the relevant Indenture, except a default:

@ in the payment of the principal of, premium, if any, and Additionad Amounts or interest on any Note; or

(b) in respect of a covenant or provision which under the relevant Indenture cannot be modified or amended without the consent of the holder
of each Note outstanding.

No holder of any of the Notes has any right to ingtitute any proceedings with respect to the relevant Indenture or any remedy thereunder
unless, subject to the provisions of the Indentures described under " —Subordination of the Subsidiary Guarantees Upon a Repayment Event," the
holders of at least 25% in aggregate principal amount of the relevant Notes then outstanding have made a written request and offered reasonable
indemnity to the relevant Trustee to ingtitute such proceeding as Trustee under the Notes and the relevant Indenture, such Trustee has failed to
institute such proceeding within 30 days after receipt of such notice and such Trustee within such 30-day period has not received directions
inconsistent with such written request by holders of a majority in aggregate principal amount of the outstanding Notes. Such limitations do not,
however, apply to a suit ingtituted by a holder of a Note for the enforcement of the payment of the principa of, premium, if any, and Additional
Amounts or interest on such Note on or after the respective due dates expressed in such Note.

If a Default or an Event of Default occurs and is continuing and is known to the relevant Trustee, such Trustee will mail to each holder of
the Notes notice of the Default or Event of Default within 15 Business Days &fter its occurrence. Except in the case of a Default or an Event of
Default in payment of principal of, premium, if any, Additional Amounts or interest on any Notes, the relevant Trustee may withhold the notice to
the holders of such Notes if a committee of its trust officers in good faith determines that withholding the notice is in the interests of the holders of
the Notes.

Each of the Indentures will aso provide that the Issuer will be required to furnish to the Trustees annual statements as to the
performance of the Issuer and the Restricted Subsidiaries under the Indentures and as to any default in such performance.

Amendments, Supplements and Waivers

Each of the Indentures will provide, that subject to certain exceptions, the Indentures may be amended or supplemented with the consent
of the Issuer, the Note Guarantors and the holders of a majority in aggregate principal amount of the outstanding Notes (including consents
obtained in connection with a tender offer or exchange offer for the Notes) and any existing Default or compliance with any provisions may also be
waived (except a default in the payment of principal, premium or interest and certain covenants and provisions of the Indentures which cannot be
amended without the consent of each holder of an outstanding Note) with the consent of the holders of at least a majority in aggregate principal
amount of the outstanding Notes. However, without the consent of each holder of an outstanding Note, no amendment or supplement may:

@ reduce the amount of Notes whose holders must consent to an amendment or waiver;

(b) reduce the rate of or extend the time for payment of interest on any Note;

(© reduce the principal of or extend the Stated Maturity of any Note;

(d) make any Note payable in money other than that stated in the Note;

(e impair the right of any holder of the Notes to receive payment of principal of and interest on such holder's Notes on or after the due dates

therefor or to ingtitute suit for the enforcement of any payment on or with respect to such holder's Notes or any Note Guarantee;

) release any security interest that may have been granted in favor of the holders of the Notes other than pursuant to the terms of such
security interest;
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(9 reduce the amount payable upon the redemption of any Note or change the time at which any Note may be redeemed, as described under
"—QOptional Redemption”;

(h) reduce the amount payable upon a Change of Control or, at any time after a Change of Control has occurred, change the time at which the
Change of Control Offer relating thereto must be made or at which the Notes must be repurchased pursuant to such Change of Control
Offer;

0] at any time after the Company is obligated to make a Prepayment Offer with the Excess Proceeds from Asset Sales, change the time at

which such Prepayment Offer must be made or at which the Notes must be repurchased pursuant thereto;

) amend or modify the provisions described under "—Additional Amounts";

(k) make any change to the subordination provisions of the Indentures or the Notes Proceeds Loans that would adversely affect the holders of
the Notes;

0] make any change in any Note Guarantee that would adversely affect the holders of the Notes; or

(m) release Cableuropa and the other Subsidiary Guarantors from any of its obligations under the Notes Proceeds Loans otherwise than in

accordance with the terms of the Notes Proceeds Loans.

Without the consent of any holder of the Notes, the Issuer, the Note Guarantors and the Trustee may amend or supplement the Indentures
to cure any ambiguity, omission, defect or inconsistency, to provide for the assumption by a successor corporation of the obligations of the Issuer or
the Note Guarantors under the Indentures, to add additiona Note Guarantees with respect to the Notes or to release Note Guarantors from Note
Guarantees as provided by the terms of the Indentures, to secure the Notes, to add to the covenants of the Issuer or the Note Guarantors for the
benefit of the holders of the Notes, or to surrender any right or power conferred upon the Issuer, to make any change that does not adversedly affect
the rights of any holder of the Notes, or to make any change to the subordination provisions of the Indentures that would limit or terminate the
benefits available to any holder of Senior Debt under such provisions (subject to the following paragraph).

No amendment may be made to the subordination provisions of the Indentures, or the Notes Proceeds Loans without the consent of the
lenders under the Senior Bank Facility (or their Representative) while the Senior Bank Facility is outstanding, and no such amendment may be
made that adversely affects the rights of any other holder of Senior Debt then outstanding unless the holders of such Senior Debt (or their
Representative) consent to such change (to the extent such consent is required pursuant to the terms of the Senior Debt). The consent of the
holders of the Notes is not necessary under the Indentures to approve the particular form of any proposed amendment. It is sufficient if such
consent of the holders of the Notes approves the substance of the proposed amendment. After an amendment under the Indentures becomes
effective, the Issuer is required to send a notice briefly describing such amendment pursuant to the section entitled "—Notices." However, the
failure to give such notice to all holders of the Notes, or any defect therein, will not impair or affect the validity of the amendment.

No Personal Liability of Directors, Officers, Employees and Shareholders

No director, officer, employee, incorporator or shareholder of the Issuer, the Company or the other Note Guarantors, as such, shall have
any liability for any obligations of the Issuer or the Company or the other Note Guarantors under the Notes, the Note Guarantees or the Indentures
or for any dlaim based on, in respect of, or by reason of, such obligations or their creation. Each holder of the Notes by accepting a Note waives and
releases all such liability, to the extent permitted by applicable law. The waiver and release are part of the consideration for issuance of the Notes
and the Note Guarantees. Such waiver may not be effective to waive liabilities under the U.S. federal securities laws, and it is the view of the
Commission that such awaiver is againgt public policy.

Unclaimed Money, Prescription

If money deposited with the Trustee or any paying agent for the payment of principal of, premium, if any, or interest on, the Notes
remains unclaimed for two years, the Trustee and such paying agent shall return the money to the Issuer at its written request. After that, holders of
Notes entitled to the money must look to the Issuer for payment unless applicable abandoned property law designates another person and all
liability of the Trustee and such paying agent shall cease. Other than as set forth in this paragraph, the Indentures do not provide for any
prescription periods for the payment of principal of, premium, if any, or interest on, the Notes.
Legal Defeasance or Covenant Defeasance of | ndentures

Each of the Indentures will provide that the Issuer may, at its option and at any time prior to the Stated Maturity of the Notes, elect to
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have the obligations of the Issuer and any Note Guarantors discharged with respect to the outstanding Notes ("Legal Defeasance™). Legal
Defeasance means that the Issuer will be deemed to have paid and discharged the entire Debt represented by the outstanding Notes except as to:

@

(b)

©

(d)

the rights of holders of outstanding Notes to receive payments in respect of the principal of, premium, if any, and interest on such Notes
when such payments are due from the trust referred to bel ow;

the Issuer's obligations to issue temporary Notes, register, transfer or exchange any Notes, replace mutilated, destroyed, lost or stolen
Notes, maintain an office or agency for payments in respect of the Notes and segregate and hold such payments in trust;

the rights, powers, trusts, duties and immunities of the Trustee and the obligations of the Issuer and any Note Guarantors in connection
therewith; and

the Legal Defeasance provisions of the relevant Indenture.

In addition, the Issuer may, at its option and at any time, elect to have the obligations of the Issuer and any Note Guarantors released with

respect to certain covenants set forth in the relevant Indenture (" Covenant Defeasance") and thereafter any omission to comply with such covenants
will not constitute a Default or an Event of Default with respect to the Notes. In the event Covenant Defeasance occurs, certain events described
under "Events of Default" will no longer constitute an Event of Default with respect to the Notes. These events do not include events relating to
non-payment, bankruptcy, insolvency, receivership and reorganization. The Issuer may exercise its Legal Defeasance option regardl ess of whether
it has previously exercised Covenant Defeasance.

@

(b)

©

(d)

(®)

In order to exercise either Legal Defeasance or Covenant Defeasance:

the Issuer, or the Company, as the case may be, must irrevocably deposit or cause to be deposited in trust with the relevant Trustee, for
the benefit of the holders of the Notes, cash in euro, European Government Obligations, or a combination thereof, in such amounts as
will be sufficient without reinvestment, in the opinion of an internationally recognized firm of independent certified public accountants,
to pay and discharge the principal of, premium, if any, and interest, on the outstanding Notes on the Stated Maturity or on the applicable
redemption date, as the case may be, and the Issuer, or the Company, as the case may be, must (i) specify whether the Notes are being
defeased to maturity or to a particular redemption date and (ii) if applicable, have delivered to the relevant Trustee an irrevocable notice
to redeem all of the outstanding Notes of such principal, premium, if any, or interest;

in the case of Legd Defeasance, the Issuer, or the Company, as the case may be, must have delivered to the relevant Trustee an opinion
of counsel reasonably acceptable to the relevant Trustee stating that (x) the Issuer has received from, or there has been published by, the
U.S. Interna Revenue Service a ruling, or (y) since the date of the relevant Indenture, there has been a change in applicable U.S. federa
income tax law, in either case to the effect that (and based thereon such opinion shall confirm that) the holders of the outstanding Notes
will not recognize income, gain or loss for U.S. federal income tax purposes as a result of such Legal Defeasance and will be subject to
U.S. federa income tax on the same amounts, in the same manner and at the same times as would have been the case if such Lega
Defeasance had not occurred;

in the case of Lega Defeasance, the Issuer, or the Company, as the case may be, delivers to the Trustee an opinion of counsel in each of
the United Kingdom, the Kingdom of Spain and any other jurisdiction in which the Issuer or the Company is conducting business in a
manner which causes the holders of the Notes to be liable for taxes on payments under the Notes for which they would not have been so
liable but for such conduct of business in such other jurisdiction, or, in the case of any successor to the Issuer or the Company, the
jurisdiction in which such successor is organized (each a "relevant jurisdiction") to the effect that holders of the Notes will not recognize
income, gain or loss in the relevant jurisdiction as a result of such Legal Defeasance and will be subject to taxes in the relevant
jurisdiction (including withhol ding taxes) on the same amounts, in the same manner and a the same times as would have been the case if
such Legal Defeasance had not occurred;

in the case of Covenant Defeasance, the Issuer must have delivered to the relevant Trustee an opinion of counsel reasonably acceptable to
the relevant Trustee to the effect that the holders of the outstanding Notes will not recognize income, gain or loss for U.S. federal income
tax purposes as a result of such Covenant Defeasance and will be subject to U.S. federal income tax on the same amounts, in the same
manner and at the same times as would have been the case if such Covenant Defeasance had not occurred;

in the case of Covenant Defeasance, the Issuer, or the Company, as the case may be, delivers to the Trustee an opinion of counsel in each
of the United Kingdom, the Kingdom of Spain and any other jurisdiction in which the Issuer or the Company is conducting business in a
manner which causes the holders of the Notes to be liable for taxes on payments under the Notes for which they would not have been so
liable but for such conduct of business in such other jurisdiction, or, in the case of any successor to the Issuer or the Company, the
jurisdiction in which such successor is organized (each a "relevant jurisdiction") to the effect that holders of the Notes will not recognize
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®

©

(h)

0]

0)

(k)

0]

(m)

income, gain or loss in the relevant jurisdiction as a result of such Covenant Defeasance and will be subject to taxes in the relevant
jurisdiction (including withhol ding taxes) on the same amounts, in the same manner and a the same times as would have been the case if
such Covenant Defeasance had not occurred;

no Default or Event of Default will have occurred and be continuing (i) on the date of such deposit (other than a Default or Event of
Default resulting from the borrowing of funds to be applied to such deposit) or (ii) insofar as bankruptcy or insolvency events described
in dause (g) of "—Events of Default" above is concerned, at any time during the period ending on the 185th day after the date of such
deposit;

such Legal Defeasance or Covenant Defeasance shall not cause the relevant Trustee for the Notes to have a conflicting interest as defined
in the relevant Indenture with respect to any of the Issuer's securities;

such Legal Defeasance or Covenant Defeasance will not result in a breach or violation of, or constitute a default under (other than a
Default or Event of Default resulting from the borrowing of funds to be applied to such deposit), any material agreement or instrument to
which the Issuer or any Restricted Subsidiary is a party or by which the Issuer or any Restricted Subsidiary is bound,;

such defeasance or Covenant Defeasance shall not result in the trust arising from such deposit constituting an investment company within
the meaning of the U.S. Investment Company Act of 1940 unless such trust shall be registered under such act or exempt from registration
thereunder;

the Issuer must have delivered to the Trustee an opinion of independent counsel in the country of the Issuer's incorporation to the effect
that after the 185" day following the depasit, the trust funds will not be subject to the effect of any applicable bankruptcy, insolvency,
reorganization or similar laws affecting creditors' rights generally and an opinion of independent counsel reasonably acceptable to the
relevant Trustee that the relevant Trustee shall have a perfected security interest in such trust funds for the ratable benefit of the holders
of the Notes;

the Issuer must have delivered to the Trustee an Officer's Certificate stating that the deposit was not made by the Issuer with the intent of
preferring the holders of the Notes over the other creditors of the Issuer with the intent of defeating, hindering, delaying or defrauding
creditors of the Issuer or other creditors or removing assets beyond the reach of the relevant creditors or increasing debts of the Issuer to
the detriment of the relevant creditors;

no event or condition shall exist that would prevent the Issuer from making payments of the principal of, premium, if any, and interest on
the Notes on the date of such depaosit or at any time during the period ending on the 185th day after the date of such deposit; and

the Issuer must have delivered to the Trustee an Officer's Certificate and an opinion of counsel, each stating that al conditions precedent
provided for relating to the Legal Defeasance or the Covenant Defeasance, as the case may be, have been complied with.

If the funds deposited with the Trustee to effect Covenant Defeasance are insufficient to pay the principal of, premium, if any, and

interest on the Notes when due because of any acceleration occurring after an Event of Default, then the Issuer and the Note Guarantors will
remain liable for such payments.

Satisfaction and Discharge

Each of the Indentures will provide that such Indenture will be discharged and will cease to be of further effect (except as to surviving

rights of registration of transfer or exchange of the Notes as expresdy provided for in the relevant Indenture) when:

@

the Issuer has irrevocably deposited or caused to be deposited with the Trustee as funds in trust for such purpose an amount in euro or
European Government Obligations sufficient to pay and discharge the entire Debt on such Notes that have not, prior to such time, been
delivered to the Trustee for cancellation, for principa of, premium, if any, and any Additional Amounts and accrued and unpaid interest
on the Notes to the date of such deposit (in the case of Notes which have become due and payable) or to the Stated Maturity or
redemption date, as the case may be and the Issuer has delivered irrevocable instructions to the Trustee under the relevant Indenture to
apply the deposited money toward the payment of Notes at Maturity or on the redemption date, as the case may be and either:

0 all the Notes that have been authenticated and delivered (other than destroyed, lost or stolen Notes that have been replaced or
paid and Notes for whose payment money has been deposited in trust or segregated and held in trust by the Issuer and
thereafter repaid to the Issuer or discharged from such trust as provided for in the relevant Indenture) have been delivered to
the relevant Trustee for cancellation; or
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(i) all Notes that have not been delivered to the relevant Trustee for cancellation (x) have become due and payable (by reason of
the mailing of a notice of redemption or otherwise), (y) will become due and payable a Stated Maturity within one year or
(2) are to be called for redemption within one year under arrangements satisfactory to the Trustee for the giving of notice of
redemption by the Trustee in the Issuer's name and at the Issuer's expense;

(b) the Issuer has paid or caused to be paid al sums payable by the Issuer under the relevant Indenture; and
(© the Issuer has delivered to the Trustee an Officer's Certificate and an opinion of counsel, each stating that:
0 all conditions precedent provided in the relevant Indenture relating to the satisfaction and discharge of such Indenture have

been satisfied; and

(i) such satisfaction and discharge will not result in a breach or violation of, or congtitute a default under, the relevant Indenture or
any other agreement or instrument to which the Issuer or any Subsidiary is a party or by which the Issuer or any Subsidiary is
bound.

Notices

Each of the Indentures will provide that Notices regarding the Notes will be:

@ (i) published in a leading newspaper having general circulation in London (which is expected to be the Financial Times) and in New

York (which is expected to be The Wall Street Journal) (ii) made available to the newswire service of Bloomberg or, if Bloomberg does
not then operate, any similar agency and (iii) if at the time of such notice the Notes are listed on the Luxembourg Stock Exchange and the
rules and regulations of the Luxembourg Stock Exchange so require, in the Luxemburger Wort (or another leading newspaper having a
genera dirculation in Luxembourg); and

(b) in the case of certificated Notes, mailed to holders of such Notes by first-class mail at their respective addresses as they appear on the
registration books of the registrar.

Notices given by first-class mail will be deemed given five calendar days after mailing and notices given by publication will be deemed
given on the first date on which publication is made.

If and so long as the Notes are listed on any other securities exchange, notices will also be given in accordance with any applicable
reguirements of such securities exchange. If and so long as any Notes are represented by one or more Globa Notes and ownership of Book-Entry
Interests therein are shown on the records of Euroclear, Clearstream Banking or any successor clearing agency appointed by the Book-Entry
Depositary at the request of the Issuer, notices will aso be delivered to each such clearing agency for communication to the owners of such Book-
Entry Interests.

The Trustee
Each Indenture, directly or by reference, contains limitations on the rights of the relevant Trustee under such Indenture in the event such
Trustee becomes a creditor of the Issuer or any Guarantor. These include limitations on such Trustee's rights to obtain payment of claimsin certain

cases or to realize on certain property received by it in respect of any such claims, as security or otherwise.

Each Indenture also contains provisions for the indemnification of the relevant Trustee and for its relief from responsibility, including
provisions relieving it from taking action unless indemnified to its satisfaction.

Governing Law

The Indentures and the Notes will be governed by and construed in accordance with the laws of New Y ork.
Consent to Jurisdiction and Service of Process

The Indentures will provide that each of the Issuer and the Note Guarantors will irrevocably gppoint CT Corporation Systems or any
other person performing similar functions as its agent for service of process in any suit, action or proceeding with respect to the Indentures or the
Notes brought in any federal or state court located in New York City and that each of the parties submit to the jurisdiction thereof. If for any reason
CT Corporation Systems is unable to serve in such capacity, the Issuer and each of the Note Guarantors shall appoint another agent reasonably

satisfactory to the Trustee.
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Certain Definitions

Set forth below is a summary of certain of the defined terms used in the Indentures. Reference is made to the Indentures for other
capitalized terms used herein for which no definition is provided.

"Acquired Debt" means, with respect to any specified Person, Debt of any other Person (the "Acquired Person") existing at the time
such Acquired Person merged with or into or became a Subsidiary of such specified Person, including Debt Incurred in connection with, or in
contemplation of, such Acquired Person merging with or into or becoming a Subsidiary of such specified Person.

"Acquired Person" has the meaning specified in the definition of "Acquired Debt."

" Additional Assets" means (a) any Property (other than cash, cash equivalents and securities) to be used in a Telecommunications
Business; or (b) Capital Stock of a Person that becomes a Restricted Subsidiary as aresult of the acquisition of such Capital Stock by the Company
or another Restricted Subsidiary from any Person; provided, however, that, in the case of clause (b), such Restricted Subsidiary is engaged in a
Telecommunications Business.

" Affiliate" of any specified Person means (a) any other Person directly or indirectly controlling or controlled by or under direct or
indirect common control with such specified Person or (b) any other Person who is adirector or officer of:

0 such specified Person;
(i) any Subsidiary of such specified Person; or
(iii) any Person described in clause (a) above.

For the purposes of this definition, "control" when used with respect to any Person means the power to direct the management and
policies of such Person, directly or indirectly, whether through the ownership of voting securities, by contract or otherwise; and the terms
"controlling" and "controlled" have meanings correlative to the foregoing. For purposes of the covenants described under "—Certain Covenants—
Limitation on Transactions with Affiliates’ and "—Certain Covenants—Limitation on Sale of Certain Assets' and the definition of "Additional
Assets' only, "Affiliate" shall also mean any beneficial owner of shares representing 5% or more of the total voting power of the Voting Stock (on
a fully diluted basis) of the Company or of rights or warrants to purchase such Voting Stock (whether or not currently exercisable) and any Person
who would be an Affiliate of any such beneficial owner pursuant to the first sentence hereof.

"Annualized Pro Forma EBITDA" means, with respect to any Person, such Person's Pro Forma EBITDA for the latest fiscal quarter
multiplied by four.

" Applicable Premium" means, with respect to any Fixed Rate Note on any redemption date, the greater of:
0] 1.0% of the principal amount of such Fixed Rate Note; and
(i) the excess of:

(A) the present value at such redemption date of (x) the redemption price of the Fixed Rate Note at May 15, 2009 (such redemption
price being set forth in the table appearing above under the caption "Optional Redemption—Fixed Rate Notes") plus (y) all
reguired interest payments due on the Fixed Rate Note through May 15, 2009 (excdluding accrued but unpaid interest to the
redemption date), computed using a discount rate equal to the Bund Rate as of such redemption date plus 50 basis points; over

(B) the principal amount of such Fixed Rate Note, if greater.

"Asset Sale" of the Company or a Restricted Subsidiary means any sale, lease, transfer, issuance or other disposition (or series of related
sales, leases, transfers, issuances or dispositions) by the Company or any Restricted Subsidiary, including any disposition by means of a merger,
consolidation or similar transaction (each referred to for the purposes of this definition as a "disposition™), of (a) any shares of Capital Stock of a
Restricted Subsidiary (other than directors qualifying shares) or (b) any other assets of the Company or any Restricted Subsidiary outside of the
ordinary course of business of the Company or such Restricted Subsidiary (other than, in the case of clauses (a) and (b) above:

0] any disposition by a Restricted Subsidiary to the Company or by the Company or a Restricted Subsidiary to another Restricted
Subsidiary;
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(i) any disposition that constitutes a Permitted Investment or Restricted Payment permitted by the covenant described under "—Certain
Covenants—Limitation on Restricted Payments"; and

(iii) any disposition effected in compliance with the second paragraph of the covenant described under "—Certain Covenants—Merger,
Consolidation and Sale of Property").

"Asset Sale" of the Issuer means any sale, lease, transfer, issuance or other disposition (or series of related sales, leases, transfers,
issuances or dispasitions) by the Issuer, including any dispasition by means of a merger, consolidation or similar transaction of any assets of the
Issuer.

" Attributable Debt" in respect of a Sale and Leaseback Transaction means, at any date of determination, (@) if such Sale and Leaseback
Transaction is a Capital Lease Obligation, the amount of Debt represented thereby according to the definition of "Capital Lease Obligation" and
(b) in all other instances, the greater of:

0] the Fair Market Va ue of the Property subject to such Sale and Leaseback Transaction; and

(i) the present value (discounted at the interest rate borne by the Notes, compounded annually) of the total obligations of the lessee for rental
payments during the remaining term of the lease incdluded in such Sale and Leaseback Transaction (including any period for which such
lease has been extended).

"Average Life" means, as of any date of determination, with respect to any Debt or Preferred Stock, the quotient obtained by dividing
(a) the sum of the product of the numbers of years (rounded to the nearest one-twelfth of one year) from the date of determination to the dates of
each successive scheduled principal payment of such Debt or redemption or similar payment with respect to such Preferred Stock multiplied by the
amount of such payment by (b) the sum of al such payments.

"Board of Directors' means the Board of Directors of the Company or any committee thereof duly authorized to act on behalf of such
Board of Directors.

"Bund Rate" means (i) the rate borne by direct obligations of the Federal Republic of Germany (Bunds or Bundesanleihen) having a
constant maturity most nearly equa to the period from the redemption date to May 15, 2009 and (ii) if there are no such obligations, the rate
determined by linear interpolation between the rates borne by the two direct obligations of the Federal Republic of Germany maturing closest to,
but straddling, such date, in each case as published in the Financial Times.

"Business Day" means a day other than a Saturday, Sunday or other day on which banking institutions in the State of New Y ork,
London or the Kingdom of Spain or a place of payment are authorized or required by law to close.

"Capital Lease Obligation" means any obligation under a lease that is required to be capitalized for financial reporting purposes in
accordance with GAAP; and the amount of Debt represented by such obligation shall be the capitaized amount of such obligations determined in
accordance with GAAP; and the Stated Maturity thereof shall be the date of the last payment of rent or any other amount due under such lease
prior to the first date upon which such lease may be terminated by the lessee without payment of a penaty. For purposes of "—Certain
Covenants—Limitation on Liens," a Capital Lease Obligation shall be deemed secured by a Lien on the Property being | eased.

" Capital Stock" means, with respect to any Person, any shares or other equiva ents (however designated) of any class of corporate stock
or partnership interests or any other participations, rights, warrants, options or other interests in the nature of an equity interest in such Person,
including Preferred Stock, but excluding any debt security convertible or exchangeable into such equity interest.

"Capital Stock Sale Proceeds' means the aggregate cash proceeds received by the Company from the issuance or sae (other than to a
Subsidiary of the Company or an employee stock ownership plan or trust established by the Company or any such Subsidiary for the benefit of their
employees) by the Company of its Capital Stock (other than Disqualified Stock) after the Issue Date, net of attorneys' fees, accountants fees,
underwriters' or placement agents' fees, discounts or commissions and brokerage, consultant and other fees actually Incurred in connection with
such issuance or sale and net of taxes paid or payable as a result thereof.

" Change of Control" means the occurrence of any of the following events:
@ prior to the first Public Equity Offering, any Person, other than a Permitted Holder, is or becomes the "beneficial owner" (as defined in
Rules 13d-3 and 13d-5 under the Exchange Act, except that for purposes of this dause (a) such Person shal be deemed to have

"beneficial ownership" of all shares that any such other Person has the right to acquire, whether such right is exercisable immediately or
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(b)

©

(d)

only after the passage of time), directly or indirectly, of more than 50% of the total voting power of the Voting Stock of the Company (for
the purposes of this clause (a), such Person shall be deemed to beneficially own any Voting Stock of an entity held by any other entity
(the "parent entity"), if such other Person is the beneficial owner (as defined in this clause (8), directly or indirectly, of more than 50% of
the voting power of the Voting Stock of such parent entity);

on or after the first Public Equity Offering during any period of two consecutive years, individuals who at the beginning of such period
congtituted the Board of Directors (together with (i) any new directors whaose election or appointment by such Board of Directors, or
whaose nomination for election by the shareholders of GCO or the Company was approved by a vote of a majority of the directors of the
Company then till in office who were either directors at the beginning of such period or whose election or nomination for election was
previously so approved or (ii) any new directors whose nomination for election by the shareholders of GCO or the Company was
approved by a majority of Permitted Holders) cease for any reason to constitute a majority of the Board of Directors then in office;

the sale, transfer, assignment, lease, conveyance or other disposition, directly or indirectly, of all or substantially all the assets of the
Company or the Restricted Subsidiaries, considered as a whole (other than a disposition of such assets as an entirety or substantialy as
an entirety to a Wholly Owned Subsidiary or to one or more Permitted Holders) shall have occurred, or Cableuropa or any Holdco of
Cableuropa merges, consolidates or amal gamates with or into any other Person (other than one or more Permitted Holders) or any other
person (other than one or more Permitted Holders) merges, consolidates or amalgamates with or into Cableuropa or any Holdco of
Cableuropa in any such event pursuant to a transaction in which the outstanding Voting Stock of Cableuropa or any Holdco of
Cableuropa is reclassified into or exchanged for cash, securities or other Property, other than any such transaction where (i) the
outstanding Voting Stock of Cableuropa or any Holdco of Cableuropais reclassified into or exchanged for Voting Stock of the surviving
corporation and (ii) the holders of the Voting Stock of Cableuropa or any Holdco of Cableuropa immediately prior to such transaction
own, directly or indirectly, not less than a majority of the Voting Stock of the surviving corporation immediately after such transaction
and in substantially the same proportion as before the transaction; or

Retco or another professional trust corporation (which is not an Affiliate of or otherwise related to the Company or its Affiliates) shall
cease to directly or indirectly hold at least 98% of the Capital Stock of the Issuer pursuant to the terms of an English law a charitable
trust.

" Commission" means the U.S. Securities and Exchange Commission.

" Company" means, prior to a Repayment Event, Cableuropa, and thereafter means the Parent Guarantor.

"Consolidated Interest Expense” means, for any period, the total interest expense of the Company and its consolidated Restricted

Subsidiaries determined in accordance with GAAP, plus, to the extent not included in such total interest expense, and to the extent Incurred by the
Company or its Restricted Subsidiaries:

@
(b)
©
(d)
(®)
®
©
(h)
0]
0)

(k)

interest expense attributabl e to leases constituting part of a Sale and Leaseback Transaction and to capital leases;
amortization of debt discount and debt i ssuance cost, including commitment fees;

capitalized interest (other than with respect to Subordinated Shareholder Indebtedness);

cash or non-Cash interest expenses (other than with respect to Subordinated Shareholder Indebtedness);

commissions, discounts and other fees and charges owed with respect to letters of credit and bankers' acceptance financing;
net costs associated with Hedging Obligations (including amortization of fees);

Disqualified Stock Dividends;

Preferred Stock Dividends;

interest Incurred in connection with Investments in discontinued operations;

interest accruing on any Debt of any other Person to the extent such Debt is Guaranteed by the Company or any Restricted Subsidiary;
and

the cash contributions to any employee stock ownership plan or similar trust to the extent such contributions are used by such plan or
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trust to pay interest or fees to any Person (other than the Company) in connection with Debt Incurred by such plan or trust.

"Consolidated Net Income" means, for any period, the net income (loss) of the Company and its consolidated Restricted Subsidiaries
determined in accordance with GAAP; provided, however, that there shall not be included in such Consolidated Net Income:

@ any net income (loss) of any Person (other than the Company) if such Person is not a Restricted Subsidiary, except that:

0] subject to the exclusion contained in clause (c) below, the Company's equity in the net income of any such Person for such
period shall be induded in such Consolidated Net Income up to the aggregate amount of cash distributed by such Person during
such period to the Company or a Restricted Subsidiary as a dividend or other distribution; and

(i) the Company's equity in a net loss of any such Person other than an Unrestricted Subsidiary for such period shall be included in
determining such Consolidated Net Income;

(b) for purposes of the covenant described under "—Certain Covenants—Limitation on Restricted Payments" only, any net income (loss) of
any Person acquired by the Company or any of its consolidated Subsidiaries in a pooling of interests transaction for any period prior to
the date of such acquisition;

(© any gain (but not loss) realized upon the sale or other dispasition of any Property of the Company or any of its consolidated Subsidiaries
(induding pursuant to any Sale and Leaseback Transaction) that is not sold or otherwise disposed of in the ordinary course of business;

(d) any extraordinary gain or loss;
(e the cumulative effect of a change in accounting principles; and
) any non-cash compensation expense realized for grants of performance shares, stock options or other rights to officers, directors and

employees of the Company or any Restricted Subsidiary; provided that such shares, options or other rights can be redeemed at the option
of the holder only for Capital Stock of the Company (other than Disqualified Stock).

Notwithstanding the foregoing, for purposes of the covenant described under "—Certain Covenants—Limitation on Restricted Payments'
only, there shall be excluded from Consolidated Net Income any dividends, repayments of loans or advances or other transfers of assets from
Unrestricted Subsidiaries to the Company or a Restricted Subsidiary to the extent such dividends, repayments or transfers increase the amount of
Restricted Payments permitted under such covenant pursuant to clause (c)(iv) thereof.

"Credit Facility" or "Credit Facilities' means, one or more debt facilities, or commercial paper facilities with banks, insurance
companies or other institutional lenders providing for revolving credit loans, term loans, notes, including the Senior Bank Facility, letters of credit
or other forms of guarantees and assurances or other credit fadilities, indluding overdrafts, in each case, as amended, restated, modified, renewed,
refunded, replaced or refinanced in whole or in part from time to time; provided, that such debt or commercial paper facilities may not provide for
or consist of the borrowing or issuance of any Public Debt; and provided, further, that no such amendment, restatement, modification, renewal,
refund, replacement or refinancing may consist of or provide for the borrowing or issuance of Public Debt.

" Currency Exchange Protection Agreement” means, in respect of a Person, any foreign exchange contract, currency swap agreement,
currency option or other similar agreement or arrangement designed to protect such Person againgt fluctuations in currency exchange rates.

"Debt" means, with respect to any Person on any date of determination (without duplication):

@ the principal of and premium (if any) in respect of (i) debt of such Person for money borrowed and (ii) debt evidenced by notes,
debentures, bonds or other similar instruments for the payment of which such Person isresponsible or liable;

(b) all Capital Lease Obligations of such Person and all Attributable Debt in respect of Sale and Leaseback Transactions entered into by such
Person;
(© all obligations of such Person issued or assumed as the deferred purchase price of Property, all conditional sae obligations of such

Person and all obligations of such Person under any title retention agreement (but excluding trade accounts payable or accrued expenses
arising in the ordinary course of business);

(d) all obligations of such Person for the reimbursement of any obligor on any letter of credit, banker's acceptance or similar credit
transaction (other than obligations with respect to letters of credit securing obligations (other than obligations described in (a) through
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(c) above) entered into in the ordinary course of business of such Person to the extent such letters of credit are not drawn upon or, if and
to the extent drawn upon, such drawing is reimbursed no later than the tenth Business Day following receipt by such Person of a demand
for reimbursement following payment on the letter of credit);

(e the amount of al obligations of such Person with respect to the Repayment of any Disqualified Stock or, with respect to any Restricted
Subsidiary of such Person, any Preferred Stock of such Restricted Subsidiary (but excluding, in each case, any accrued dividends);

) all obligations of the type referred to in clauses (a) through (e) of other Persons and all dividends of other Persons for the payment of
which, in either case, such Person isresponsible or liable, directly or indirectly, as obligor, guarantor or otherwise, including by means of
any Guarantes;

(9 all obligations of the type referred to in cdauses (@) through (f) of other Persons secured by any Lien on any Property of such Person

(whether or not such obligation is assumed by such Person), the amount of such obligation being deemed to be the lesser of the value of
such Property or the amount of the obligation so secured; and

(h) to the extent not otherwise included in this definition, Hedging Obligations of such Person.

The amount of Debt of any Person at any date shall be the outstanding balance at such date of all unconditional obligations as described
above and, with respect to contingent obligations, the maximum liability upon the occurrence of the contingency giving rise to the obligation. For
the purpases of this definition, "Debt" shall not incdude Subordinated Shareholder Indebtedness. The amount of Debt represented by a Hedging
Obligation shall be equal to (i) zero if such Hedging Obligation has been Incurred pursuant to causes (d) or (e) of the third paragraph of the
covenant described under "—Certain Covenants—Limitation on Debt" or (ii) the notional amount of such Hedging Obligation if not Incurred
pursuant to such clauses.

" Default” means any event which is, or after the giving of notice or the passage of time or both would be, an Event of Defaullt.

"Designated Senior Debt" means (a) any Senior Debt that has, at the time of determination, an aggregate principal amount outstanding
of at least €25.0 million (including the amount of al undrawn commitments and matured and contingent reimbursement obligations pursuant to
letters of credit thereunder) that is specifically designated in the instrument evidencing such Senior Debt and is designated in a notice delivered by
the Company to the holders or a Representative of the holders of such Senior Debt and in an Officers Certificate of the Company delivered to the
Trustee as "Designated Senior Debt" of the Company for purposes of the Indentures and (b) the Senior Bank Facility.

"Disgualified Stock" means, with respect to any Person, any Capital Stock that by its terms (or by the terms of any security into which it
is convertible or for which it is exchangeable, in either case at the option of the holder thereof) or otherwise:

0 matures or is mandatorily redeemable pursuant to a sinking fund obligation or otherwise;
(i) is or may become redeemable or repurchaseabl e at the option of the holder thereof, in whole or in part; or
(i) is convertible or exchangeable at the option of the holder thereof for Debt or Disqualified Stock,

on or prior to, in the case of clauses (i), (ii) or (iii), the first anniversary of the Stated Maturity of the Notes.

"Disgualified Stock Dividends' means all dividends with respect to Disqualified Stock of the Company held by Persons other than a
Wholly Owned Subsidiary. The amount of any such dividend shall be equal to the quotient of such dividend divided by the difference between one
and the maximum statutory federal income tax rate (expressed as a decimal number between 1 and 0) then applicable to the Company.

"EBITDA" means, for any period, an amount equal to, for any Person:

@ the sum of Consolidated Net Income for such period (exclusive of any gain or loss realized in such period upon an Asset Sale), plus the
following to the extent reducing Consolidated Net Income for such period:

0] the provision for taxes based on income or profits or utilized in computing net | oss,
(i) Consolidated Interest Expense,

(iii) depreciation,
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(iv) amortization of intangibles; and

v) any other non-cash items (other than any such non-cash item to the extent that it represents an accrual of or reserve for cash
expenditures in any future period), minus

(b) all non-cash items increasing Consolidated Net Income for such period (other than any such non-cash item to the extent that it will result
in the receipt of cash payments in any future period), all for such Person and its subsidiaries (or, in the case of the Company, the
Restricted Subsidiaries) determined in accordance with GAAP consistently applied.

" Enforcement Action" means, in relation to any Debt of the Issuer or any Note Guarantor, any action (whether taken by the relevant
creditor or creditors or an agent or Trustee on its or their behalf) to:

@ demand payment, declare prematurely due and payable or otherwise seek to accelerate payment of or place on demand al or any part of
such Debt or to require the Issuer or a Note Guarantor to redeem or purchase any part of such Debt;

(b) recover al or any part of such Debt (including, by exercising any rights of set-off or combination of accounts);

(© exercise or enforce any security right against sureties or any other rights under any other document or agreement in relation to (or given
in support of) all or any part of such Debt (including under any security documents);

(d) commence legal or arbitration proceedings against any Person; or

(e apply or petition or vote for (or take any other steps which may reasonably be expected to lead to) a total or partia liquidation,
dissolution or winding up of any Note Guarantor or an insolvency, bankruptcy, reorganization, compasition, receivership (suspension de
pagos), administration, voluntary arrangement, judicial intervention or similar proceeding relating to any Note Guarantor or any of such
Note Guarantor's Property;

provided that neither (i) any legal proceedings not falling within clause (8) through (€) above necessary to preserve the validity and existence of
claims, including the commencement of such claims before any court or governmental authority nor (ii) legal proceedings against the Issuer or any
Guarantor to chalenge the basis on which any sale or disposal is being implemented nor (iii) legal proceedings against any person in connection
with any securities violation or fraud shall, in each case, constitute Enforcement Action.

"euro" or "€" means the lawful currency of the member states of the European Union who have agreed to share a common currency in
accordance with the provisions of the Maastricht Treaty dealing with European monetary union.

" European Government Obligations' means direct obligations (or certificates representing an ownership interest in such obligations)
of the German government or French government (incuding any agency or instrumentality thereof) for the payment of which the full faith and
credit of such German government or French government is pledged and which are not callable or redeemable at the Issuer's option.

"Event of Default" has the meaning set forth under " —Events of Default.”

"Exchange Act" means the U.S. Securities Exchange Act of 1934, as amended, or any successor statute, and the rules and regulations
promulgated by the Commission thereunder.

"Excluded Companies® means Madrid Sistemas de Cable, SA. ("MSC"), Sevilla Sistemas de Cable, SA. ("SSC"), Univertel
Communicagdes Universais ("UCV"), S.A., and NSEC International, B.V. ("NSEC") UCV and NSEC do not conduct any activities. MSC and SSC
do not conduct any activities and are excluded from Cableuropa's consolidated financial statements.

"Existing Equity Value Certificate Guarantee" means the Guarantee by Cableuropa of the Issuer's obligations under the Existing
Equity Value Certificates.

"Existing Equity Value Certificates' means (i) the 275,000 Equity Value Certificates of the Issuer which initialy evidenced the right
to receive the cash value of 632.4057 ordinary shares of Cableuropa in dollars and the 125,000 Equity Value Certificates of the Issuer which
initially evidenced the right to receive the cash value of 305.1645 ordinary shares of Cableuropa in euro, al dated May 6, 1999 and (ii) the
200,000 Equity Vaue Certificates of the Issuer evidencing the right to receive the cash value of 9,779,025.70 ordinary shares of Cableuropa in
dollars and the 150,000 Equity Value Certificates of the Issuer evidencing the right to receive the cash value of 6,898,246.97 ordinary shares of
Cableuropain euro, al dated February 9, 2001.
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"Existing EVC Funding Agreements' means the agreements dated as of May 6, 1999 and February 9, 2001 between Cableuropa and
the Issuer pursuant to which Cableuropa will pay to the Issuer an amount sufficient to fund the Issuer's obligations under the Existing Equity Value
Certificates.

"Existing Note Guarantee” means a Guarantee on the terms set forth in the Existing Notes Indentures by the applicable Guarantors of
the Issuer's obligations with respect to the Existing Notes.

"Existing Notes' means the $275,000,000 13% notes due 2009, the €125,000,000 13% notes due 2009, the €200,000,000 14% notes
due 2010 of the Issuer, the $200,000,000 14% notes due 2011 and the € 150,000,000 14% notes due 2011.

"Existing Notes Indentures’ means the indenture dated as of May 6, 1999 in respect of the $275,000,000 13% notes due 2009 of the
Issuer, the indenture dated as of May 6, 1999 in respect of the € 125,000,000 13% notes due 2009 of the Issuer, the indenture dated as of June 30,
2000 in respect of the €200,000,000 14% notes due 2010 of the Issuer, the indenture dated February 9, 2001 in respect of the $200,000,000 14%
notes due 2011 of the Issuer and the indenture dated February 9, 2001 in respect of the €150,000,000 14% notes due 2011 of the Issuer.

"Fair Market Value" means, with respect to any Property, the price that could be negotiated in an arm's-length, free market transaction,
for cash, between a willing seller and a willing buyer, neither of whom is under undue pressure or compulsion to complete the transaction. Fair
Market Value shall be determined (@) if such Property has a Fair Market Vaue equal to or less than €5.0 million, by any Officer of the Company
or (b) if such Property has a Fair Market Value in excess of €5.0 million, by a majority of the Board of Directors and evidenced by a board
resolution, dated within 60 days of the relevant transaction, delivered to the Trustee.

"Fixed Rate Note Proceeds Loan" means the loan dated as of the Issue Date pursuant to which the Issuer shall loan the proceeds of the
offering of the Fixed Rate Notes to Cableuropa and the other Subsidiary Guarantors.

"Floating Rate Note Proceeds Loan" means the |oan dated as of the Issue Date pursuant to which the Issuer shall 1oan the proceeds of
the offering of the Floating Rate Notes to Cableuropa and the other Subsidiary Guarantors.

"GAAP" means generally accepted accounting principles in Spain, consistently applied, which are in effect from time to time.

At any time after the Issue Date, the Company may elect to apply IFRS in lieu of GAAP and, upon such election, references herein to
GAAP shall thereafter be construed to mean IFRS as in effect from time to time after such election; provided that any such election once made
shall be irrevocable. The Company shall give notice of any such election to the Trustee and the holders.

"GCO" means Grupo Corporativo ONO, S.A., and its successors.

"GCO Loan" means the loan agreement dated February 13, 2003 between Cableuropa as borrower and GCO as lender in an aggregate
principal amount of €98.5 million. GCO has confirmed that Cableuropa will convert the GCO Loan into common stock of Cableuropa. See
"Offering Memorandum Summary—Recent Devel opments—Conversion of the GCO Loan and Participative Loans into Common Stock of
Cableuropa.”

"Guarantee" means any obligation, contingent or otherwise, of any Person directly or indirectly guaranteeing any Debt of any other
Person and any obligation, direct or indirect, contingent or otherwise, of such Person (a) to purchase or pay (or advance or supply funds for the
purchase or payment of) such Debt of such other Person (whether arising by virtue of partnership arrangements, or by agreements to keep-well, to
purchase assets, goods, securities or services, to take-or-pay or to maintain financial statement conditions or otherwise) or (b) entered into for the
purpose of assuring in any other manner the obligee against loss in respect thereof (in whole or in part); provided, however, that the term
"Guarantee" shal not include (i) endorsements for collection or deposit in the ordinary course of business or (ii) a contractual commitment by one
Person to invest in another Person for so long as such Investment is reasonably expected to constitute a Permitted Investment under clause (b) of
the definition of Permitted Investments. The term "Guarantee" used as a verb has a corresponding meaning. The term "Guarantor" shall mean any
Person Guaranteeing any obligation.

"Hedging Obligation" of any Person means any obligation of such Person pursuant to any Interest Rate Agreement, Currency Exchange
Protection Agreement or any other similar agreement or arrangement.

"Holdco" means any entity that owns 100% of the share capital of another company (whether directly, or through whally-owned
subsidiaries).

"holder" means (i) in the case of Global Notes, each Person shown in the records of the Book-Entry Depositary as a holder of a
certificated depositary interest in respect of such Globa Notes for al purposes other than with respect to the payment of principal of, premium, if
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any, and interest on, such Notes the right to which shall be vested, as against the Issuer, solely in the bearer of such Globa Note (being at the Issue
Date the Book-Entry Depositary) in accordance with and subject to its terms and the terms of the Indentures and (ii) in the case of Definitive
Notes, the Person in whose name a Definitive Note is registered on the registrar's books.

"IFRS" means the accounting standards adopted by the International Financial Reporting Standards Board and its predecessor.

"Incur" means, with respect to any Debt or other obligation of any Person, to create, issue, incur (by merger, conversion, exchange or
otherwise), extend, assume, Guarantee or otherwise become liable in respect of such Debt or other abligation or the recording, as required pursuant
to GAAP or otherwise, of any such Debt or obligation on the balance sheet of such Person (and "Incurrence" and "Incurred” shall have meanings
correlative to the foregoing); provided, however, that a change in GAAP that results in an obligation of such Person that exists at such time, and is
not theretofore classified as Debt, becoming Debt shall not be deemed an Incurrence of such Debt; provided further, however, that solely for
purposes of determining compliance with " —Certain Covenants—Limitation on Debt," amortization of debt discount shall not be deemed to be
the Incurrence of Debt, provided that in the case of Debt sold at a discount, the amount of such Debt Incurred shall at al times be the aggregate
principal amount at Stated Maturity.

"Independent Appraiser” means an investment banking firm of international standing or any third party appraiser of international
standing, provided that such firm or appraiser is not an Affiliate of the Company.

"Interest Rate Agreement” means, for any Person, any interest rate swap agreement, interest rate cap agreement, interest rate collar
agreement or other similar agreement designed to protect against fluctuations in interest rates.

"Investment" by any Person means any direct or indirect loan (other than advances to customers in the ordinary course of business that
are recorded as accounts receivable on the balance sheet of such Person), advance or other extension of credit or capita contribution (by means of
transfers of cash or other Property to others or payments for Property or services for the account or use of others, or otherwise) to, or Incurrence of a
Guarantee of any obligation of, or purchase or acquisition of Capital Stock, bonds, notes, debentures or other securities or evidence of Debt issued
by, any other Person. For purposes of the covenant described under "—Certain Covenants—Limitation on Restricted Payments' and "—Certain
Covenants—Designation of Restricted and Unrestricted Subsidiaries and of the definition of "Restricted Payment," "Investment" shall include the
portion (proportionate to the Company's equity interest in such Subsidiary) of the Fair Market Vaue of the net assets of any Subsidiary at thetime
that such Subsidiary is designated an Unrestricted Subsidiary. In determining the amount of any Investment made by transfer of any Property other
than cash, such Property shall be valued at its Fair Market Value at the time of such investment.

"Issue Date" means the date on which the Notes areinitially issued.
"Issuer" means ONO Finance Plc.
"Issuer Restricted Payment" means with respect to the Issuer;

@ any dividend or distribution (whether made in cash, securities or other Property) declared or paid on or with respect to any shares of
Capita Stock of the Issuer (including any payment in connection with any merger or consolidation with or into the Issuer);

(b) the purchase, repurchase, redemption, acquisition or retirement for value of any Capita Stock of the Issuer or any securities
exchangeable for or convertible into any such Capital Stock, including the exercise of any option to exchange any Capital Stock;

(© the purchase, repurchase, redemption, acquisition or retirement for value, prior to the date for any scheduled maturity, sinking fund or
amortization or other installment payment, of any Subordinated Obligation (other than the purchase, repurchase or other acquisition of
any Subordinated Obligation purchased in anticipation of satisfying a scheduled maturity, sinking fund or amortization or other
installment obligation, in each case due within one year of the date of acquisition); or

(d) any Investment (other than Permitted Investments of the Issuer) in any Person.

"Lien" means, with respect to any Property of any Person, any mortgage or deed of trust, pledge, hypothecation, assignment, deposit
arrangement, security interest, lien, charge, easement (other than any easement not materially impairing usefulness or marketability),
encumbrance, preference, priority or other security agreement or preferential arrangement of any kind or nature whatsoever on or with respect to
such Property (including any Capital Lease Obligations, conditional sale or other title retention agreement having substantialy the same economic
effect as any of the foregoing or any Sale and Leaseback Transaction).

"Material License" means a license, authorization or concession to operate a cable or telephone system held by the Company or any of
the Restricted Subsidiaries which system at the time of determination covers a number of Total Homes which equals or exceeds 7.5% of the

- 143 -



aggregate number of Total Homes covered by dl of the licenses, authorizations or concessions to operate cable or telephone systems held by the
Company and the Restricted Subsidiaries at such time.

"Maturity" means, with respect to any indebtedness, the date on which any principal of such indebtedness becomes due and payable as
therein or herein provided, whether at the Stated Maturity with respect to such principal or by declaration of acceleration, call for redemption or
purchase or otherwise.

"Moody's" means Moody's Investors Service, Inc. or any successor to the rating agency business thereof.

"Multi-Borrower Credit Facilities' means the multi-borrower credit facility dated as of May 6, 1999 among the Issuer, Cableuropa
and the other borrowers thereunder pursuant to which the Issuer lent the proceeds of the Issuer's $275,000,000 13% notes due 2009 to Cableuropa
and such other borrowers, the multi-borrower credit facility dated as of May 6, 1999 among the Issuer, Cableuropa and the other borrowers
thereunder pursuant to which the Issuer lent the proceeds of the Issuer's €125,000,000 13% notes due 2009 to Cableuropa and such other
borrowers, the multi-borrower credit facility dated as of June 30, 2000 among the Issuer, Cableuropa and the other borrowers thereunder pursuant
to which the Issuer lent the proceeds of the Issuer's €200,000,000 14% notes due 2010 to Cableuropa and such other borrowers, the multi-borrower
credit facility dated as of February 9, 2001 among the Issuer, Cableuropa and the other borrowers thereunder pursuant to which the Issuer lent the
proceeds of the Issuer's $200,000,000 14% notes due 2011 to Cableuropa and such other borrowers, and the multi-borrower credit facility dated as
of February 9, 2001 among the Issuer, Cableuropa and the other borrowers thereunder pursuant to which the Issuer lent the proceeds of the Issuer's
€150,000,000 14% notes due 2011 to Cableuropa and such other borrowers.

"Murcia" means Regién de Murciade Cable, S.A. and its successors.

"Net Available Cash" from any Asset Sale means cash payments received therefrom (including any cash payments received by way of
deferred payment of principal pursuant to a note or installment receivable or otherwise, but only as and when received, but excluding any other
consideration received in the form of assumption by the acquiring Person of Debt or other obligations relating to the Property that is the subject of
such Asset Sale or received in any other non-cash form), in each case net of:

@ all legal, title and recording tax expenses, commissions and other fees and expenses incurred, and al federal, state, provincial, foreign
and local taxes required to be accrued as a liability under GAAP, as a consequence of such Asset Sale;

(b) all payments made on any Debt that is secured by any Property subject to such Asset Sale, in accordance with the terms of any Lien upon
or other security agreement of any kind with respect to such Property, or which must by its terms, or in order to obtain a necessary
consent to such Asset Sale, or by applicable law, be repaid out of the proceeds from such Asset Sale;

(© all distributions and other payments required to be made to minority interest holders in subsidiaries or joint ventures as a result of such
Asset Sale; and
(d) the deduction of appropriate amounts provided by the seller as a reserve, in accordance with GAAP, against any liabilities associated

with the Property disposed in such Asset Sale and retained by the Company or any Restricted Subsidiary after such Asset Sale.
"Net Cash Proceeds' means:

@ with respect to any Asset Sale, the proceeds thereof in the form of cash or cash equivalents including payments in respect of deferred
payment obligations when received in the form of, or stock or other assets when disposed for, cash or cash equivalents (except to the

extent that such obligations are financed or sold with recourse to the Issuer or any Restricted Subsidiary), net of:

0] brokerage commissions and other fees and expenses (incuding, without limitation, fees and expenses of legal counsel,
accountants, investment banks and other consultants) related to such Asset Sde;

(i) provisions for all taxes paid or payable, or required to be accrued as a liability under GAAP as a result of such Asset Sale;

(iii) all payments made on any Debt that is secured by any Property subject to such Asset Sale, in accordance with the terms of any
Lien upon or other security agreement of any kind with respect to such Property, or which must by its terms, or in order to
obtain a necessary consent to such Asset Sale, or by applicable law, be repaid out of the proceeds from such Asset Sale;

(iv) all digtributions and other payments required to be made to any Person (other than the Issuer or any Restricted Subsidiary)

owning a beneficia interest in the assets subject to the Asset Sale; and
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(v) appropriate amounts required to be provided by the Issuer or any Restricted Subsidiary, as the case may be, as a reserve in
accordance with GAAP againgt any liabilities associated with such Asset Sale and retained by the Issuer or any Restricted
Subsidiary, as the case may be, after such Asset Sale, including, without limitation, pension and other post-employment benefit
liabilities, liabilities related to environmental matters and liabilities under any indemnification obligations associated with such
Asset Sale, all as reflected in an Officer's Certificate delivered to the Trustee; and

(b) with respect to any capital contributions, issuance or sale of Capital Stock or options, warrants or rights to purchase Capital Stock, or
debt securities or Capitad Stock that have been converted into or exchanged for Capita Stock as referred to under "—Certain
Covenants—Limitation on Restricted Payments," the proceeds of such issuance or sale in the form of cash or cash equivaents, payments
in respect of deferred payment obligations when received in the form of, or stock or other assets when disposed of for, cash or cash
equivalents (except to the extent that such obligations are financed or sold with recourse to the Issuer or any Restricted Subsidiary), net
of attorney's fees, accountant's fees and brokerage, consultation, underwriting and other fees and expenses actually incurred in connection
with such issuance or sale and net of taxes paid or payable as aresult of thereof.

"Notarize" means, with respect to any Debt or other obligation, to notarize (put in notarial form before a Spanish notary republic) or to
intervene (signed before a Spanish notary public), in each case in accordance with Spanish law.

"Note Guarantees' means a guarantee on the terms set forth in the Indentures by the Parent Guarantor and the Subsidiary Guarantors of
the Issuer's obligations with respect to the Notes.

"Note Guarantors' means the Parent Guarantor and the Subsidiary Guarantors.
"Notes Proceeds Loans" means the Fixed Rate Note Proceeds Loan and the Floating Rate Note Proceeds Loan.

" Officer" means any director, the Chief Executive Officer, the President, the Chief Financia Officer or any person performing similar
functions, of the Company, a Restricted Subsidiary or the Issuer, as applicable.

"Officers' Certificate" means a certificate signed by two Officers of the Company, a Restricted Subsidiary or the Issuer, as applicable,
at least one of whom shall be the principal executive officer or principal financial officer of the Company, such Restricted Subsidiary or the Issuer,
as applicable, and ddlivered to the Trustee.

"Opinion of Counsel" means a written opinion from legal counsel who is reasonably acceptable to the Trustee. The counsel may be an
employee of or counsel to the Company, the Restricted Subsidiaries or the Issuer or the Trustee.

"Parent Guarantee" means a guarantee on the terms set forth in the Indentures by the Parent Guarantor of the Issuer's obligations with
respect to the Notes.

" Parent Guarantor" means adirect Holdco of Cableuropathat is a subsidiary of GCO, which will, upon a Repayment Event, guarantee
the obligations of the Issuer under the Indentures. The Parent Guarantor will not engage in any business activity or undertake any other activity
except any activity relating to (i) the granting of the Parent Guarantee, (ii) fulfilling its obligations under the Parent Guarantee, (iii) any activities
permitted by the Indentures, or (iv) directly related to the establishment and maintenance of its corporate existence.

"Participative Loans" means the loan agreements dated January 31, 2002 and March 30, 2002 between Cableuropa as borrower and
GCO as lender in the aggregate principal amount of €100 million and €200 million, respectively. GCO has confirmed that Cableuropawill convert
the Participative Loans into common stock of Cableuropa. See " Offering Memorandum Summary—Recent Devel opments—Conversion of the GCO
Loan and Participative Loans into Common Stock of Cableuropa.”

" Permitted Debt" has the meaning given to such term under "—Certain Covenants—Limitation on Debt."

"Permitted Holders' means (a) General Electric Company; Bank of America Corporation; Caisse de dép6t et placement du Québec;
Banco Santander; Grupo Ferrovial S.A.; Grupo Multitel, Multitel Luxco, Hidrocantabrico S.A.; VAL Telecommunications, S.L; Sodinteleco, S.L.;
any Affiliate of such Person or any Person of which the foregoing "beneficially owns' (as defined in Rule 13d-3 under the Exchange Act),
individually or collectively with any of the foregoing, at least 6673% of the total voti ng power of the Voting Stock of such Person and (b) any
Person acting in the capacity of an underwriter in connection with a public or private offering of the Company's Capital Stock.

"Permitted Investment” means any Investment by the Company, a Restricted Subsidiary or the Issuer, as specifically set forth below,
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©
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in the case of the Company and the Restricted Subsidiaries, the Company, any Restricted Subsidiary or any Person that will, upon the
making of such Investment, become a Restricted Subsidiary; provided, however, that such Restricted Subsidiary is engaged in the
Telecommunications Business;

in the case of the Company and the Restricted Subsidiaries, any Person if as a result of such Investment such Person is merged or
consolidated with or into, or transfers or conveys all or substantialy all its Property to, the Company or a Restricted Subsidiary;
provided, however, that such Person is engaged in the Telecommunications Business;

in the case of the Company, the Restricted Subsidiaries and the Issuer, Temporary Cash Investments;

in the case of the Company and the Restricted Subsidiaries, receivables owing to the Company or a Restricted Subsidiary, if created or
acquired in the ordinary course of business and payable or dischargeable in accordance with customary trade terms; provided, however,
that such trade terms may include such concessionary trade terms as the Company or such Restricted Subsidiary deems reasonable under
the circumstances;

in the case of the Company and the Restricted Subsidiaries, payrall, travel and similar advances to cover matters that are expected at the
time of such advances ultimately to be treated as expenses for accounting purposes and that are made in the ordinary course of business;

in the case of the Company and the Restricted Subsidiaries, loans and advances to employees made in the ordinary course of business
consistent with past practices of the Company or such Restricted Subsidiary, as the case may be; provided, however, that such loans and
advances do not exceed €1.0 million at any one time outstanding;

in the case of the Company and the Restricted Subsidiaries, stock, obligations or other securities received in settlement of debts created
in the ordinary course of business and owing to the Company or such Restricted Subsidiary or in satisfaction of judgments;

in the case of the Company and the Restricted Subsidiaries, any Person to the extent such Investment represents the non-cash portion of
the consideration received in connection with an Asset Sale consummated in compliance with the covenant described under "—Certain
Covenants—Limitation on Sale of Certain Assets";

in the case of the Company and the Restricted Subsidiaries, other Investments made for Fair Market VValue that do not exceed the greater
of (x) €20 million or (y) an amount egual to 10% of any Capital Stock Sale Proceeds received in connection with a Public Equity
Offering to the extent that such Capital Stock Sale Proceeds have not been used pursuant to clause (c)(ii) of the covenant described under
"—Certain Covenants—Limitation on Restricted Payments" to make a Restricted Payment, in either case, outstanding at any one timein
the aggregate; and

in the case of the Issuer, the loan of the proceeds of (x) the Notes by the Issuer to Cableuropa and the other Subsidiary Guarantors under
the Notes Proceeds Loans and (y) a debt offering with terms substantially similar to the offering of the Notes by the Issuer to Cableuropa

and the other Subsidiary Guarantors under an agreement or agreements substantially similar to the Notes Proceeds Loans.

"Permitted Junior Securities' means, with respect to any Person: (a) Capital Stock in such Person; or (b) debt securities of such Person

that are subordinated to al Senior Debt and any debt securities issued in exchange for Senior Debt to substantially the same extent as, or to a
greater extent that, Subordinated Guarantees are subordinated to Senior Debt pursuant to the Indentures.

@

(b)

©

(d)

"Permitted Liens' means (A) with respect to the Company and the Restricted Subsidiaries:

Liens to secure Debt permitted to be Incurred under clauses (b), (d) and (e) of the third paragraph (the definition of "Permitted Debt of
the Company and the Restricted Subsidiaries") of the covenant described under "—Certain Covenants—Limitation on Debt";

Liens for taxes, assessments or governmental charges, levies or claims on the Property of the Company or any Restricted Subsidiary if the
same shall not a the time be delinquent or thereafter can be paid without penalty, or are being contested in good faith and by appropriate
proceedings promptly instituted and diligently concluded; provided, however, that any reserve or other appropriate provision that shall be
required in conformity with GAAP shall have been made therefor;

Liens imposed by law, such as carriers, warehousemen's and mechanics Liens and other similar Liens, on the Property of the Company
or any Restricted Subsidiary arising in the ordinary course of business and securing payment of obligations that are not more than 60 days
past due or are being contested in good faith and by appropriate proceedings;

Liens on the Property of the Company or any Restricted Subsidiary Incurred in the ordinary course of business to secure performance of
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obligations with respect to statutory or regulatory requirements, performance or return-of-money bonds, surety bonds or other obligations
of alike nature and Incurred in a manner consistent with industry practice, in each case which are not Incurred in connection with the
borrowing of money, the obtaining of advances or credit or the payment of the deferred purchase price of Property and which do not in
the aggregate impair in any material respect the use of Property in the operation of the business of the Company and the Restricted
Subsidiaries taken as awhole;

Liens on Property existing at the time the Company or any Restricted Subsidiary acquired such Property, induding any acquisition by
means of a merger or consolidation with or into the Company or any Restricted Subsidiary; provided, however, that any such Lien may
not extend to any other Property of the Company or any Restricted Subsidiary; provided further, however, that such Liens shall not have
been Incurred in anticipation of or in connection with the transaction or series of related transactions pursuant to which such Property
was acquired by the Company or any Restricted Subsidiary;

Liens on the Property of a Person existing at the time such Person becomes a Restricted Subsidiary; provided, however, that any such
Lien may not extend to any other Property of the Company or any other Restricted Subsidiary that is not a direct Subsidiary of such
Person; provided further, however, that any such Lien was not Incurred in anticipation of or in connection with the transaction or series of
related transactions pursuant to which such Person became a Restricted Subsidiary;

pledges or deposits by the Company or any Restricted Subsidiary under workmen's compensation laws, unemployment insurance |aws or
similar legislation, or good faith deposits in connection with bids, tenders, contracts (other than for the payment of Debt) or leases to
which the Company or any Restricted Subsidiary is party, or deposits to secure public or statutory obligations of the Company or any
Restricted Subsidiary, or deposits for the payment of rent, in each case Incurred in the ordinary course of business;

easements, rights of way, restrictions on the use of properties and such other encumbrances or charges against real property as are of a
nature generally existing with respect to properties of a similar character;

Liens on the Property of the Company or any Restricted Subsidiary to secure any Refinancing, in whole or in part, of any Debt secured by
Liens referred to in dause (a), (€) or (f) above or (p) below; provided, however, that any such Lien shall be limited to dl or part of the
same Property that secured the original Lien (together with improvements and accessions to such Property) and the aggregate principal
amount of Debt that is secured by such Lien shall not be increased to an amount greater than the sum of (i) the outstanding principal
amount, or, if greater, the committed amount, of the Debt secured by Liens described under dause (a), (€) or (f) above or (p) below, as
the case may be, at the time the original Lien became a Permitted Lien under the Indentures and (ii) an amount necessary to pay any fees
and expenses, including premiums and defeasance costs, incurred by the Company or such Restricted Subsidiary in connection with such
Refinancing;

Liens on Property of any Unrestricted Subsidiary; provided, however, that such Liens do not extend to any Property of the Company and
the Restricted Subsidiaries;

Liensin favor of the Company or any Restricted Subsidiary;
Liens on Property of the Company or any Restricted Subsidiary pursuant to conditional sale or title retention agreements,

Liens on Property of the Company or any Restricted Subsidiary relating to judgments being contested in good faith by the Company or
such Restricted Subsidiary;

Liens on the Property of the Company or any Restricted Subsidiary pursuant to good faith contract deposits;

Liens on Property of the Company or any Restricted Subsidiary arising as aresult of immaterial leases of such Property to other persons;
Liens relating to escrow accounts established for the benefit of holders of Public Debt of Cableuropa;

Liens to secure Debt permitted to be incurred under the Subsidized Loans and VAT Discounting Facility pursuant to dause (h) of the
third paragraph (the definition of "Permitted Debt of the Company and the Restricted Subsidiaries") of the covenant described under "—
Certain Covenants—Limitation on Debt";

Liens existing on the Issue Date not otherwise described in clauses (a) through (g) above; and

Liens Incurred in the ordinary course of business of the Company or any subsidiary of the Company with respect of obligations that do
not exceed €10.0 million at any one time outstanding;
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and (B) with respect to the Issuer:

@ The pledge of the Notes Proceeds Loans for the benefit of lenders under the Senior Bank Facility after a Repayment Event;
(b) Liens relating to escrow accounts established for the benefit of holders of Public Debt of Cableuropa; and
(© Liens for taxes, assessments or governmental charges, levies or daims on the Property of the Issuer if the same shall not at the time be

delinquent or thereafter can be paid without penalty, or are being contested in good faith and by appropriate proceedings promptly
instituted and diligently concluded; provided, however, that (x) any reserve or other appropriate provision that shall be reguired in
conformity with GAAP shall have been made therefor and (y) the Issuer shall have notified the Company that a payment under the Notes
Proceeds Loans in respect thereof may be due.

" Permitted Refinancing Debt" means any Debt that Refinances any other Debt, including any successive Refinancings, so long as:

@ such Debt is in an aggregate principal amount (or if Incurred with original issue discount, an aggregate issue price) not in excess of the
sum of (i) the aggregate principal amount (or if Incurred with original issue discount, the aggregate accreted value) then outstanding of
the Debt being Refinanced and (i) an amount necessary to pay any fees and expenses, induding premiums and defeasance costs, related
to such Refinancing;

(b) the Average Life of such Debt is equal to or greater than the Average Life of the Debt being Refinanced;
(© the Stated Maturity of such Debt is no earlier than the Stated Maturity of the Debt being Refinanced; and
(d) the new Debt shall not be senior in right of payment to the Debt that is being Refinanced,

provided, however, that Permitted Refinancing Debt shall not include Debt of the Company or a Restricted Subsidiary that Refinances Debt of an
Unrestricted Subsidiary.

"Person" means any individual, corporation, company (including any limited liability company), association, partnership, joint venture,
trust, unincorporated organization, government or any agency or political subdivision thereof or any other entity.

"Preferred Stock" means any Capital Stock of a Person, however designated, which entitles the holder thereof to a preference with
respect to the payment of dividends, or as to the distribution of assets upon any voluntary or involuntary liquidation or dissolution of such Person,
over shares of any other class of Capital Stock issued by such Person.

"Preferred Stock Dividends" means all dividends with respect to Preferred Stock of Restricted Subsidiaries held by Persons other than
the Company or a Wholly Owned Subsidiary. The amount of any such dividend shall be equd to the quotient of such dividend divided by the
difference between one and the maximum statutory federal income rate (expressed as a decima number between 1 and 0) then applicable to the
Issuer of such Preferred Stock.

"pro forma" means, with respect to any calculation made or required to be made pursuant to the terms hereof, a calculation performed
in accordance with Article 11 of Regulation S-X promulgated under the Securities Act, as interpreted in good faith by the Board of Directors after
consultation with the independent certified public accountants of the Company, or otherwise a calculation made in good faith by the Board of
Directors after consultation with the independent certified public accountants of the Company, as the case may be.

"Pro Forma EBITDA" means for any Person, for any period, the EBITDA of such Person as determined on a consolidated basis in
accordance with GAAP consistently applied after giving effect to the following: (i) if, during or after such period, such Person or any of its
subsidiaries shall have made any Asset Sale, Pro Forma EBITDA of such Person and its subsidiaries for such period shall be reduced by an amount
equal to the Pro Forma EBITDA (if positive) directly attributable to the assets which are the subject of such Asset Sale for the period or increased
by an amount equa to the Pro Forma EBITDA (if negative) directly attributabl e thereto for such period and (ii) if, during or after such period, such
Person or any of its subsidiaries completes an acquisition of any Person or business which immediately after such acquisition is a Subsidiary of
such Person or whose assets are held directly by such Person or a Subsidiary of such Person, Pro Forma EBITDA shall be computed so as to give
pro forma effect to the acquisition of such Person or business, provided that, with respect to the Company, all of the foregoing references to
"Subsidiary" or "Subsidiaries' shall be deemed to refer only to a "Restricted Subsidiary” or "Restricted Subsidiaries."

"Property" means, with respect to any Person, any interest of such Person in any kind of property or asset, whether real, persona or
mixed, or tangible or intangible, including Capita Stock in, and other securities of, any other Person. For purposes of any calculation required
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pursuant to the Indentures, the value of any Property shall be its Fair Market Vaue.

"Public Debt" means any bonds, debentures, notes or other indebtedness of a type that could be issued or traded in any market where
capital funds (whether debt or equity) are traded, induding private placement sources of debt and equity as well as organized markets and
exchanges, whether such indebtednessisissued in a public offering or in a private placement to institutional investors or otherwise.

"Public Equity Offering" means an underwritten public offering of ordinary shares of Cableuropa or any Holdco of Cableuropa,
following which at least 15% of the total issued and outstanding ordinary shares of Cableuropa or any Holdco of Cableuropa is listed on a
nationally recognized stock exchange or automated quotation system in the United States or in a member state of the European Union.

"Refinance" means, in respect of any Debt, to refinance, extend, renew, refund, repay, prepay, repurchase, redeem, defease or retire, or
to issue other Debt, in exchange or replacement for, such Debt. "Refinanced” and "Refinancing" shall have correlative meanings.

"Relevant Taxing Jurisdiction" has the meaning given to such term under "—Additiona Amounts.”

"Repay" means, in respect of any Debt, to repay, prepay, repurchase, redeem, legally defease or otherwise retire such Debt.
"Repayment” and "Repaid" shall have correlative meanings. For purposes of the covenant described under "—Certain Covenants—Limitation on
Sale of Certain Assets," Debt shall be considered to have been Repaid only to the extent the related loan commitment, if any, shal have been
permanently reduced in connection therewith.

" Repayment Event" means the later of (i) the establishment of a Holdco of Cableuropa that is a subsidiary of GCO,; (ii) the guarantee of
the Notes on a senior unsecured basis by that Holdco; and (iii) (a) the redemption, repurchase or maturity of all of the Existing Notes, or (b) the
Existing Notes Indentures being amended to reflect the terms of the Indentures with respect to the subordination of the Subsidiary Guarantees
following the redemption, repurchase or maturity of the Existing Notes.

" Representative" means the trustee, agent or representative expressly authorized to act in such capacity, if any, for any Senior Debt or if
no person is so authorized, the holders of such Senior Debt.

"Restricted Payment" means;

@ any dividend or distribution (whether made in cash, securities or other Property) declared or paid on or with respect to any shares of
Capital Stock of the Company or any Restricted Subsidiary (including any payment in connection with any merger or consolidation with
or into the Company or any Restricted Subsidiary), except for;

0] any dividend or distribution that is made solely to the Company or a Restricted Subsidiary;

(i) any dividend or distribution that is made by a Restricted Subsidiary that is not a Wholly Owned Subsidiary to a shareholder
other than the Company or a Restricted Subsidiary provided that (x) the dividend or distribution has been paid to all
shareholders (including the Company and/or any Restricted Subsidiary) on a pro rata basis, or on a basis that results in the
receipt by the Company or a Restricted Subsidiary of dividends or distributions of greater value than it would receive on a pro
rata basis and (y) the aggregate amount of such dividends or distributions permitted by this exception (ii) does not exceed
€500,000 per year; or

(iii) any dividend or distribution payable solely in shares of Capital Stock (other than Disqualified Stock) of the Company or such
Restricted Subsidiary;

(b) the purchase, repurchase, redemption, acquisition or retirement for value of any Capital Stock of the Company (other than from the
Company or a Restricted Subsidiary) or any securities exchangeable for or convertible into any such Capital Stock, including the exercise
of any option to exchange any Capital Stock of the Company (other than for or into Capital Stock of the Company that is not Disqualified
Stock);

(© the purchase, repurchase, redemption, acquisition or retirement for value from any direct or beneficial shareholder of the Company of any
Capital Stock of any Restricted Subsidiary or any securities exchangeable for or convertible into any such Capital Stock, incuding the
exercise of any option to exchange any Capital Stock of a Restricted Subsidiary (other than for or into Capital Stock of a Restricted
Subsidiary that is not Disqualified Stock);

(d) the purchase, repurchase, redemption, acquisition or retirement for value, prior to the date for any scheduled maturity, sinking fund or
amortization or other installment payment, of any Subordinated Obligation (other than the purchase, repurchase or other acquisition of
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any Subordinated Obligation purchased in anticipation of satisfying a scheduled maturity, sinking fund or amortization or other
installment obligation, in each case due within one year of the date of acquisition or in exchange for Capital Stock of a Restricted
Subsidiary); or

(e any Investment (other than Permitted Investments) in any Person.

"Restricted Subsidiaries’ means (a) any Subsidiary (other than the Excluded Companies) of the Company unless such Subsidiary shall
have been designated an Unrestricted Subsidiary as permitted or required pursuant to the covenant described under "—Certain Covenants—
Designation of Restricted and Unrestricted Subsidiaries" and (b) an Unrestricted Subsidiary that is redesignated as a Restricted Subsidiary as
permitted pursuant to such covenant.

"Retco" means Roya Exchange Trust Company Limited.
"Retecal" means Retecal Sociedad Operadora de Tel ecommuni caciones de Castillay Ledn, SA.
" S& P" means Standard & Poor's Ratings Service or any successor to the rating agency business thereof.

"Sale and Leaseback Transaction" means any direct or indirect arrangement relating to Property now owned or hereafter acquired
whereby the Company or a Restricted Subsidiary transfers such Property to another Person and the Company or a Restricted Subsidiary leases it
from such Person.

"Senior Bank Facility" means the senior bank facility dated as of August 8, 2001, and as subsequently amended on February 13, 2003
among the ONO Group, as guarantors and borrowers, a series of international banks as arrangers, and Banc of America Securities Limited as agent
and security agent, as further amended, restated, augmented, modified, renewed, refunded, replaced, or refinanced in whole or in part from time to
time.

" Senior Debt" of any Person means:

@ all obligations consisting of any amount (indluding the principal, premium, if any, and accrued and unpaid interest (including interest
accruing on or after the filing of any petition in bankruptcy or for reorganization relating to the Company to the extent post-filing interest
is allowed in such proceeding)) arising under or in respect of (i) Debt for borrowed money and (ii) Debt evidenced by notes, debentures,
bonds or other similar instruments permitted under the Indentures;

(b) all Capital Lease Obligations and all Attributable Debt in respect of Sale and Leaseback Transactions;
(© all obligations of any Person:
0] for the reimbursement of any obligor on any letter of credit, bankers acceptance or similar credit transaction;

(i) under Hedging Obligations; or

(iii) issued or assumed as the deferred purchase price of Property and al conditional sale obligations and all obligations under any
title retention agreement permitted under the Indentures; and

(d) all obligations of other Persons of the type referred to in causes (a), (b) and (c) above for the payment of which such Person is
responsible or liable as Guarantor; provided, however, that Senior Debt shall not include:

(A) Debt that is by its terms subordinate or pari passu in right of payment to the Notes Proceeds Loans, including any Senior
Subordinated Debt or any Subordinated Obligations;

(B) any Debt Incurred in violation of the provisions of the Indentures;
(© accounts payable or any other obligations to trade creditors created or assumed in the ordinary course of businessin connection
with the obtaining of materials or services (including Guarantees thereof or instruments evidencing such liabilities other than

provided pursuant to Credit Facilities);

(D) any liability for federal, state, local, foreign or other taxes owed or owing;
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(B) any obligation of the Company or any Restricted Subsidiary to any Restricted Subsidiary (other than obligations of the
Company to any Restricted Subsidiary which represent amounts provided to such Restricted Subsidiary under Senior Debt
which such Restricted Subsidiary has lent to the Company); or

(3] any obligations with respect to any Capital Stock of the Company.
" Senior Subordinated Debt"

@ With respect to the Company means the Multi-Borrower Credit Facilities and the Notes Proceeds Loans and any other subordinated Debt
of the Company that specifically provides that such Debt is to rank pari passu with the Notes Proceeds Loans and is not subordinated by
its terms to any other subordinated Debt or other obligation of the Company which is not Senior Debt of the Company. "Senior
Subordinated Debt" of any Restricted Subsidiary or any other Note Guarantor has a correl ative meaning; and

(b) With respect to the Issuer means the Subordinated Debt of the Issuer that specifically provides that such Debt is to rank pari passu with
the Notes (after payment of the Existing Notes) and is not subordinated by its terms to any other Subordinated Debt or other obligation of
the Issuer which is not Senior Debt of the Issuer. "Senior Subordinated Debt" of any Restricted Subsidiary or any other Note Guarantor
has a correlative meaning.

" Spanish Government Obligations' means direct obligations (or certificates representing an ownership interest in such obligations) of
the Kingdom of Spain (including any agency or instrumentality thereof) for the payment of which the full faith and credit of the Kingdom of Spain
is pledged and which are not callable or redeemable at the issuer's option.

" Stated Maturity" means, with respect to any Debt or security, the date specified in such Debt or security as the fixed date on which
the payment of principal of such Debt or security is due and payable, induding pursuant to any mandatory redemption provision (but excluding any
provision providing for the repurchase of such security at the option of the holder thereof upon the happening of any contingency beyond the control
of the issuer unless such contingency has occurred).

" Subordinated Obligation" means any Debt of any Note Guarantor (whether outstanding on the Issue Date or thereafter Incurred) that
is subordinate or junior in right of payment to the Notes Proceeds Loans or the applicable Note Guarantee pursuant to a written agreement to that
effect.

" Subordinated Shareholder Indebtedness’ means subordinated indebtedness issued by the Company or any Restricted Subsidiary to
any Holdco of Cableuropa or any Permitted Holder that by its terms or pursuant to the terms of any subordination agreement to which it is subject;

0] does not (induding upon the happening of any event) mature and is not (including upon the happening of any event)
mandatorily redeemable, pursuant to a sinking fund obligation or otherwise, or redeemable at the option of the holder, in whole
or in part, and does not include any provision requiring re-purchase by the Company or any Restricted Subsidiary (including
upon the happening of any event) prior to the date that is one year after the date on which the Notes mature;

(i) does not (including upon the happening of any event) require or provide for the payment in cash or otherwise, of interest or any
other amounts prior to its final Stated Maturity (provided that interest may accrete while such subordinated indebtedness is
outstanding and accreted interest may become due upon acceleration of maturity as permitted by clause (c) of this definition
and any interest may be satisfied at any time by the issues to the holders thereof of additional Subordinated Shareholder
Indebtedness);

(iii) does not provide (including upon the happening of any event) for the acceleration of its maturity or the exercise of remedies
prior to the date that is one year after the date on which the Notes mature and are repaid other than by converting it into Capital
Stock (other than Disqualified Stock);

(iv) is not secured by a Lien on any asset of the Company or any Restricted Subsidiary and is not Guaranteed by any Restricted
Subsidiary;

v) does not (incdluding upon the happening of any event) restrict the payment of amounts due in respect of the Notes or the
Guarantees,

(vi) is not (including upon the happening of any event) mandatorily convertible or exchangeable, or convertible or exchangeable at

the option of the holder, in whole or in part, prior to the date that is one year after the date on which the Notes mature other
than into or for Capital Stock (other than Disqualified Stock); and
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(vii) such Subordinated Shareholder Indebtedness shall be fully subordinated and junior in right of payment to the Notes, the Notes
Guarantees and the Notes Proceeds Loans pursuant to subordination, payment blockage and enforcement limitation terms
which, taken as a whole, are no less favorable, in any materia respects, to the holders than those contained in the Notes
Proceeds Loans and the Note Guarantees, as applicable, asin effect on the Issue Date.

"Subsidiary" means, in respect of any Person, any corporation, company (including any limited liability company), association,
partnership, joint venture or other business entity of which a majority of the total voting power of the Voting Stock is at the time owned or
controlled, directly or indirectly, by (&) such Person, (b) such Person and one or more subsidiaries of such Person or (c) one or more subsidiaries of
such Person.

"Subsidiary Guarantee" means a guarantee on the terms set forth in the Indentures by each Subsidiary Guarantor of the Issuer's
obligations with respect to the Notes.

"Subsidiary Guarantor" means Cableuropa; Murcia; Vaencia; Vaencia South; and VValencia North; and any other Person that becomes
aNote Guarantor, other than the Parent Guarantor, pursuant to the covenant described under "—Certain Covenants—Future Note Guarantors."

"Subsidized Loans' means loans or other Credit Facilities provided by any nationa or regiona public authority in Spain or the
European Union, and any guarantee to secure such loans or Credit Facilities.

" Telecommunications Business" means (i) the business of operating or owning a license, authorization or concession to operate a cable
or telephone or telecommunications (including Internet) system or service principally in the European Union and (ii) any business reasonably
related, ancillary or complementary thereto, provided that the determination of what constitutes a Telecommunications Business shall be made in
good faith by the Board of Directors.

"Temporary Cash I nvestments' means any of the following:

@ Investments in European Government Obligations or Spanish Government Obligations maturing within 365 days of the date of
acquisition thereof;

(b) Investments in checking accounts, time deposit accounts, certificates of deposit and money market deposits maturing within 90 days of
the date of acquisition thereof issued by a bank or trust company organized under the laws of the United States of America or any state
thereof or any foreign country recognized by the United States of America having capital, surplus and undivided profits aggregating in
excess of €500 million and whose long-term debt is rated "A-3" or "A-" or higher according to Moody's or S&P (or such similar
equivalent rating by at least one "nationally recognized statistical rating organization” (as defined in Rule 436 under the Securities Act));

(© repurchase obligations with a term of not more than 30 days for underlying securities of the types described in clause (a) entered into
with (i) a bank meeting the qualifications described in clause (b) above or (ii) any primary government securities dealer reporting to the
Market Reports Division of the Federal Reserve Bank of New Y ork;

(d) Investments in commercia paper, maturing not more than 90 days after the date of acquisition, issued by a corporation (other than an
Affiliate of the Company) organized and in existence under the laws of the United States of America or any foreign country recognized by
the United States of America with a rating at the time as of which any Investment therein is made of "P-I" (or higher) according to
Moody's or "A-I" (or higher) according to S&P (or such similar equivalent rating by at least one "nationally recognized statistical rating
organization" (as defined in Rule 436 under the Securities Act) and

(e direct obligations (or certificates representing an ownership interest in such obligations) of any state of the United States of America
(induding any agency or instrumentality thereof) for the payment of which the full faith and credit of such state is pledged and which are
not callable or redeemable at the issuer's option, provided that (i) the long-term debt of such state is rated "A-3" or "A-" or higher
according to Moody's or S&P (or such similar eguivalent rating by at least one "nationally recognized statistical rating organization" (as
defined in Rule 436 under the Securities Act)) and (ii) such obligations mature within 180 days of the date of acquisition thereof.

"Trust Indenture Act" meansthe U.S. Trust Indenture Act of 1939, as amended, or any successor statute, and the rules and regulations
promulgated by the Commission thereunder.

"Unrestricted Subsidiary" means the Excluded Companies and any Subsidiary or Affiliate of the Company that is designated after the
Issue Date as an Unrestricted Subsidiary as permitted or required pursuant to the covenant described under "—Certain Covenants—Desi gnation of

Restricted and Unrestricted Subsidiaries” and not thereafter redesignated as a Restricted Subsidiary as permitted pursuant thereto.
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"Valencia" means Valenciade Cable, S.A. and its successors.
"Valencia North" means Mediterrdnea Norte Sistemas de Cable, S.A. and its successors.
"Valencia South" means Mediterranea Sur Sistemas de Cable, S.A. and its successors.

"VAT Discounting Facility" means any credit facility with one or more financia ingtitutions for the purpose of financing VAT
receivables from the Spanish tax authorities.

"Voting Stock" of any Person means all dasses of Capital Stock or other interests (including partnership interests) of such Person then
outstanding and normally entitled (without regard to the occurrence of any contingency) to vote in the election of directors, managers or trustees
thereof.

"Wholly Owned Subsidiary" means, a any time, a Restricted Subsidiary all the Voting Stock of which (except directors' qualifying
shares) is at such time owned, directly or indirectly, by the Company and its other wholly owned Subsidiaries.

BOOK-ENTRY; DELIVERY AND FORM
General

Notes sold to qualified institutional buyers in reliance on Rule 144A will be represented by a global note in registered form without
interest coupons attached (the "Rule 144A Global Note"). Notes sold to non-U.S. persons in reliance on Regulation S will be represented by a
global note in registered form without interest coupons attached (the "Regulation S Global Note" and, together with the Rule 144A Global Note,
the "Global Notes"). The Global Notes will be deposited with a common depositary and registered in the name of the nominee of the common
depositary for the accounts of Euroclear and Clearstream Banking.

Ownership of interests in the Rule 144A Global Note ("Rule 144A Book-Entry Interests') and in the Regulation S Global Note (the
"Regulation S Book-Entry Interests and, together with the Rule 144A Book-Entry Interests, the "Book-Entry Interests") will be limited to persons
that have accounts with Euroclear and/or Clearstream Banking, or persons that hold interests through such participants. Eurocdear and Clearstream
Banking will hald interests in the Global Notes on behalf of their participants through customers' securities accounts in their respective names on
the books of their respective depositaries. Except under the limited circumstances described below, Book-Entry Interests will not be held in
definitive certificated form.

Book-Entry Interests will be shown on, and transfers thereof will be effected only through, records maintained in book-entry form by
Euroclear and Clearstream Banking and their participants. The laws of some jurisdictions, including certain states of the United States, may
reguire that certain purchasers of securities take physical delivery of such securities in definitive certificated form. The foregoing limitations may
impair the ability to own, transfer or pledge Book-Entry Interests. In addition, while the Notes are in global form, holders of Book-Entry Interests
will not be considered the owners or "holders" of Notes for any purpose.

So long as the Notes are held in globa form, Euroclear and/or Clearstream Banking, as applicable (or their respective nominees), will be
considered the sole holders of Global Notes for all purposes under the Indentures. In addition, participants must rely on the procedures of Euroclear
and/or Clearstream Banking, and indirect participants must rely on the procedures of Euroclear, Clearstream Banking and the participants through
which they own Book-Entry Interests, to transfer their interests or to exercise any rights of holders under the Indentures.

Neither the Issuer nor the Trustee will have any responsibility, or be liable, for any aspect of the records relating to the Book-Entry
Interests.

Redemption of the Global Notes

In the event any Global Note (or any portion thereof) is redeemed, Euroclear and/or Clearstream Banking, as applicable, will redeem an
equal amount of the Book-Entry Interests in such Global Note from the amount received by it in respect of the redemption of such Global Note.
The redemption price payable in connection with the redemption of such Book-Entry Interests will be equal to the amount received by Euroclear
and Clearstream Banking, as applicable, in connection with the redemption of such Global Note (or any portion thereof). We understand that,
under the existing practices of Euroclear and Clearstream Banking, if fewer than all of the Notes are to be redeemed at any time, Euroclear and
Clearstream Banking will credit their respective participants accounts on a proportionate basis (with adjustments to prevent fractions), by lot or on
such other basis as they deem fair and appropriate; provided, however, that no Book-Entry Interest of €1,000 principal amount or less may be
redeemed in part.

- 153 -



Payments on Global Notes

The Issuer will make payments of any amounts owing in respect of the Globa Notes (indluding principal, premium, if any, and interest)
to the common depositary or its nominee for Euroclear and Clearstream Banking, which will distribute such payments to participants in accordance
with their customary procedures. The Issuer will make payments of all such amounts without deduction or withholding for, or on account of, any
present or future taxes, duties, assessments or governmental charges of whatever nature, except as may be required by law and as described under
"Description of the Notes—Additional Amounts." If any such deduction or withholding is required to be made, then, to the extent described under
"Description of the Notes—Additional Amounts' above, the Issuer will pay additional amounts as may be necessary in order that the net amounts
received by any holder of the Global Notes or owner of Book-Entry Interests after such deduction or withholding will equal the net amounts that
such holder or owner would have otherwise received in respect of such Global Note or Book-Entry Interest, as the case may be, absent such
withholding or deduction. We expect that standing customer instructions and customary practices will govern payments by participants to owners
of Book-Entry Interests held through such participants.

Currency of Payment for the Global Notes
The principal of, premium, if any, and interest on, and all other amounts payable in respect of, the Globa Notes will be paid in euro.
Action by Owner s of Book-Entry Interests

Euroclear and Clearstream Banking have advised us that they will take any action permitted to be taken by a holder of Notes (including
the presentation of Notes for exchange as described above) only at the direction of one or more participants to whose account the Book-Entry
Interests in the Global Notes are credited and only in respect of such portion of the aggregate principal amount of Notes as to which such
participant or participants has or have given such direction. Euroclear and Clearstream Banking will not exercise any discretion in the granting of
consents, waivers or the taking of any other action in respect of the Globa Notes. However, if there is an event of default under the Indentures,
each of Eurocear and Clearstream Banking reserves the right to exchange the Global Notes for definitive registered Notes in certificated form
("Definitive Registered Notes"), and to distribute Definitive Registered Notes to their participants.

Transfers

Transfers between participants in Eurodear and Clearstream Banking will be effected in accordance with Euroclear and Clearstream
Banking rules and will be settled in immediately available funds. If a holder requires physical delivery of Definitive Registered Notes for any
reason, incduding to sell Notes to persons in states which require physical delivery of securities or to pledge such securities, such holder must
transfer its interest in the Global Notes in accordance with the normal procedures of Eurodear and Clearstream Banking and in accordance with
the procedures set forth in the Indentures governing the Notes.

The Global Note for Rule 144A Book-Entry Interests will have a legend to the effect set forth under "Notice to Investors." Book-Entry
Interestsin the Globa Notes will be subject to the restrictions on transfers and certification requirements.

Rule 144A Book-Entry Interests may be transferred to a person who takes delivery in the form of a Regulation S Book-Entry Interest only
upon delivery by the transferor of a written certification (in the form provided in the Indentures) to the effect that such transfer is being made in
accordance with Regulation S or Rule 144A or any other exemption (if available under the U.S. Securities Act).

In connection with transfers involving an exchange of a Regulation S Book-Entry Interest for a Rule 144A Book-Entry Interest,
appropriate adjustments will be made to reflect a decrease in the principal amount of the Regulation S Global Note and a corresponding increase in
the principal amount of the Rule 144A Global Note.

Any Book-Entry Interest in one of the Global Notes that istransferred to a person who takes delivery in the form of a Book-Entry Interest
in any other Global Note will, upon transfer, cease to be a Book-Entry Interest in the first-mentioned Global Note and become a Book-Entry
Interest in such other Global Note, and accordingly will thereafter be subject to dl transfer restrictions, if any, and other procedures applicable to
Book-Entry Interests in such other Globa Note for as long as it remains such a Book-Entry Interest.

Definitive Registered Notes

Under the terms of the Indentures, owners of the Book-Entry Interests will receive Definitive Registered Notes:

. if Euroclear or Clearstream Banking notifies us that it is unwilling or unable to continue to act as depositary and a successor
depositary is not appointed by us within 120 days;
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. if Euroclear or Clearstream Banking so requests following an Event of Default under the Indentures; or

. if the owner of a Book-Entry Interest requests such exchange in writing delivered through either Euroclear or Clearstream
Banking following an Event of Default under the Indentures.

In the case of the issuance of Definitive Registered Notes, the holder of a Definitive Registered Note may transfer such Note by
surrendering it to the Registrar or a Transfer Agent. In the event of a partial transfer or a partial redemption of a holding of Definitive Registered
Notes represented by one Definitive Registered Note, a Definitive Registered Note will be issued to the transferee in respect of the part transferred
and a new Definitive Registered Note in respect of the balance of the holding not transferred or redeemed will be issued to the transferor or the
holder, as applicable; provided that no Definitive Registered Note in a denomination less than €1,000 will be issued. The Issuer will bear the cost
of preparing, printing, packaging and delivering the Definitive Registered Notes.

The Issuer will not be required to register the transfer or exchange of Definitive Registered Notes for a period of 15 calendar days
preceding (a) the record date for any payment of interest on the Notes, (b) any date fixed for redemption of the Notes or (c) the date fixed for
selection of the Notes to be redeemed in part. Also, the Issuer is not required to register the transfer or exchange of any Notes selected for
redemption. In the event of the transfer of any Definitive Registered Note, the Trustee may require a holder, among other things, to furnish
appropriate endorsements and transfer documents as described in the Indentures. We may require a holder to pay any taxes and fees required by
law and permitted by the Indentures and the Notes.

If Definitive Registered Notes are issued and a holder thereof claims that such Definitive Registered Note has been lost, destroyed or
wrongfully taken, or if such Definitive Registered Note is mutilated and is surrendered to the Registrar or at the office of a Transfer Agent, the
Issuer will issue and the Trustee will authenticate a replacement Definitive Registered Note if the Trustee's and the Issuer's requirements are met.
The Issuer or the Trustee may require a holder requesting replacement of a Definitive Registered Note to furnish an indemnity bond sufficient in
the judgment of both to protect the Issuer, the Trustee or the Paying Agent appointed pursuant to the Indentures from any loss which any of them
may suffer if a Definitive Registered Note is replaced. The Issuer may charge for any expenses incurred by it in replacing a Definitive Registered
Note.

In case any such mutilated, destroyed, lost or stolen Definitive Registered Note has become or is about to become due and payable, or is
about to be redeemed or purchased pursuant to the provisions of the Indentures, the Issuer, in its discretion, may, instead of issuing a new
Definitive Registered Note, pay, redeem or purchase such Definitive Registered Note, as the case may be.

Definitive Registered Notes may be transferred and exchanged only after the transferor first delivers to the Trustee awritten certification
(in the form provided in the Indentures) to the effect that such transfer will comply with the transfer restrictions applicable to such Notes. See
"Transfer Regtrictions.”

So long as the Notes are listed on the Luxembourg Stock Exchange and the rules of such exchange so require, a notice of any issuance of
Definitive Registered Notes will be published in a newspaper having general circulation in Luxembourg (which we expect to be the Luxemburger
Wort). Payment of principal, any repurchase price, premium and interest on Definitive Registered Notes will be payable at the office of the paying
agent in Luxembourg so long as the Notes are listed on the Luxembourg Stock Exchange and the rules of such exchange so require.

Information Concerning Euroclear and Clearstream Banking

We understand as follows with respect to Euroclear and Clearstream Banking. Eurodear and Clearstream Banking hold securities for
participating organizations. They also facilitate the clearance and settlement of securities transactions between their respective participants through
electronic book-entry changes in accounts of such participants. Eurodear and Clearstream Banking provide various services to their participants,
including the safekeeping, administration, clearance, settlement, lending and borrowing of internationaly traded securities. Euroclear and
Clearstream Banking interface with domestic securities markets. Euroclear and Clearstream Banking participants are financia institutions such as
underwriters, securities brokers and dealers, banks, trust companies and certain other organizations. Indirect access to Euroclear or Clearstream
Banking is also available to others such as banks, brokers, dealers and trust companies that clear through or maintain a custodian rel ationship with
aEuroclear or Clearstream Banking participant, either directly or indirectly.

TAXATION
Prospective purchasers of the Notes are advised to consult their own tax advisers as to the tax consequences, under the tax laws of the

country of which they are resident, of a purchase of Notes including, without limitation, the consequences of receipt of interest and premium, if
any, and sale or redemption of the Notes or any interest therein.
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The summaries set out below describe certain materiad U.S. federal income tax considerations of the acquisition, ownership and
disposition of the Notes by a "U.S. Holder," as defined below, and certain material U.K. and Spanish tax consequences of the acquisition,
ownership and disposition of the Notes. The statements regarding U.S. federal income, U.K. and Spanish tax laws and practices set forth below,
including the statements regarding the U.S./U.K. double taxation convention relating to income and capita gains (the "U.S./U.K. Tax Treaty")
assume that the Notes will be issued, and transfers thereof will be made, in accordance with the Indentures.

For purposes of the U.S. Internal Revenue Code of 1986, as amended to the date hereof (the "Code"), U.S. Holders of Book-Entry
Interests will be treated as owners of the Notes underlying such Book-Entry Interests and, except as noted below, the U.S. federal income tax
consequences of owning Book-Entry Interests will be the same as those applicable to ownership of Notes.

EU Savings Directive

On June 3, 2003, the EU Council of Economic and Finance Ministers adopted a new directive regarding the taxation of savings income.
The directive is scheduled to be applied by Member States from January 1, 2005, provided that certain non-EU countries adopt similar measures
from the same date. Under the directive each Member State will be required to provide to the tax authorities of another Member State details of
payments of interest or other similar income paid by a person within its jurisdiction to an individual resident in that other Member State; however,
Ausdtria, Belgium and Luxembourg may instead apply a withholding system for a transitional period in relation to such payments, deducting tax at
rates rising over time to 35%. The transitional period is to commence on the date from which the directive is to be applied by Member States and
to terminate at the end of the first fiscal year following agreement by certain non-EU countries to the exchange of information relating to such
payments.

United Kingdom Taxation

The following is a summary of the current law and practice in the U.K. relating to certain aspects of the U.K. taxation of the acquisition,
ownership and disposal of the Notes as of the date hereof and does not purport to be comprehensive. It relates only to the paosition of the persons
who are the absolute beneficial owners of their Notes and may not apply to specia situations, such as those of dealers in securities. This summary
does not deal with the position of individuas who hold the Notes. Furthermore, the discussion below is based upon the provisions of the U.K. tax
laws and U.K. Inland Revenue practice as of the date hereof, and such provisions may be repeaed, revoked or modified (possibly with
retrospective effect) so as to result in U.K. tax conseguences different from those discussed below. The following is a general guide and does not
purport to be a complete analysis or listing of all the potential U.K. tax consequences of acquiring, owning or disposing of the Notes. It should
therefore be treated with appropriate caution. Persons considering the purchase, ownership or disposition of Notes should consult their tax advisers
concerning U.K. tax consequences in the light of their particular situations as well as any consequences arising under the law of any other relevant
tax jurisdiction. No representations with respect to the tax consegquences to any particular holder of Notes are made hereby.

Withholding Tax on Interest on the Notes

The Notes will be "quoted Eurobonds' provided they are and continue to be listed on a "recognized stock exchange" within the meaning
of section 841 of the Income and Corporation Taxes Act 1988 (the Luxembourg Stock Exchange is currently so recognized). Accordingly, if the
Notes are and continue to be quoted Eurobonds, payments of interest on the Notes may be made without withholding or deduction for or on account
of U.K. income tax.

In other cases, an amount on account of U.K. tax at the lower rate (currently 20%) may be withheld from interest payments, subject to
such relief as may be available under the provisions of any applicable doubl e taxation treaty.

Withholding Tax on Payments by the Guarantors

If any of the guarantors makes any payments in respect of interest on the Notes (or other amounts due under such Notes other than the
repayment of amounts subscribed for the Notes) such payments may be subject to U.K. withholding tax at the lower or basic rate (currently 22%)
subject to such relief as may be available under the provisions of an applicable double taxation treaty. Such payments by the guarantors may not be
eligible for the "quoted Eurobond" exemption described above.

Provison of Information

Noteholders should note that where any interest on Notes is paid to them (or to any person acting on their behalf) by the Issuer, or any
person in the U.K. acting on behalf of the Issuer (a "paying agent"), or is received by any person in the U.K. acting on behaf of the relevant
Noteholder (other than solely by dearing or arranging the clearing of a chegue) (a "collecting agent"), the Issuer, the paying agent or the collecting
agent (as the case may be) may, in certain cases, be required to supply to the U.K. Inland Revenue details of the payment and certain details
relating to the Noteholder (including the Noteholder's name and address). These provisions will apply whether or not the interest has been paid
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subject to withholding or deduction for or on account of U.K. income tax and whether or not the Noteholder is resident in the U.K. for U.K.
taxation purposes. Where the Noteholder is not so resident, the details provided to the U.K. Inland Revenue may, in certain cases, be passed by the
U.K. Inland Revenue to the tax authorities of the jurisdiction in which the Noteholder is resident for taxation purposes. For the above purposes,
"interest" should be taken, for practical purposes, as including payments made by a guarantor in respect of interest on the Notes. These provisions
may also apply, in certain circumstances, to payments made on a redemption of any Notes where the amount payabl e on redemption is greater than
the issue price of the Notes.

Other Rules Relating to U.K. Withholding Tax on the Notes

Notes may be issued at an issue price of less than 100% of their principal amount. Any discount element on any such Notes will not be
subject to any U.K. withholding tax pursuant to the provisions mentioned above, but may be subject to reporting requirements as outlined above.

Where Notes are to be, or may fall to be, redeemed at a premium, as opposed to being issued at a discount, then any such element of
premium may congtitute a payment of interest. Payments of interest are subject to U.K. withholding tax and reporting requirements as outlined
above.

Where interest has been paid under deduction of U.K. income tax, Noteholders who are not resident in the U.K. may be able to recover
all or part of thetax deducted if there is an appropriate provision in any applicable doubl e taxation treaty.

The above description of the U.K. withholding tax position assumes that there will be no substitution of the Issuer and does not consider
the tax consequences of any such substitution.

The references to "interest”" above mean "interest” as understood in U.K. tax law. The statements above do not take any account of any
different definitions of "interest" or "principal” which may prevail under any other law or which may be created by the terms and conditions of the
Notes or any related documentation.

Taxation by Direct Assessment of Noteholders

Notwithstanding that interest may be received subject to deduction of income tax, Noteholders who are resident in the U.K. for tax
purposes or holders who are non-resident and carrying on a trade, profession or vocation in the U.K. through a branch, agency or permanent
establishment, may be liable to pay further U.K. tax on the interest received.

Where the interest is paid without withholding or deduction, the interest will not be assessed to U.K. tax in the hands of holders of the
Notes who are not resident for tax purposes in the U.K., except where such persons are carrying on a trade, profession or vocation in the U.K.
through a branch, agency or permanent establishment in connection with which the interest is received or to which the Notes are attributable. In
such a case (subject to exemptions for interest received by certain categories of agent) tax may be levied on the U.K. branch, agency or permanent
establishment.

Ownership and Disposal (including Redemption) of the Notesby U.K. Corporation Tax Payers

In genera holders which are within the charge to U.K. corporation tax (other than authorized unit trusts) will be charged to or relieved
from tax on all returns and fluctuations in value of the Notes broadly in accordance with their statutory accounting treatment so long as the
accounting treatment is in accordance with a mark-to-market or an accruals basis which is authorized for tax purposes under the U.K. "loan
relationships” regime. Such holders will generally be charged to tax as income in each accounting period by reference to interest (and discount)
accrued in that period and to any profit or gain (or entitled to relief for any loss) which, in accordance with such holders' authorized accounting
method, is applicable to that period.

Stamp Duty and Stamp Duty Reserve Tax (" SDRT") on the Notes

No U.K. stamp duty or SDRT is payable on the issue or transfer of the Notes. No U.K. stamp duty or SDRT is payable on any agreement
for transfer of aNote.

Spanish Taxation

The following summary sets forth the main Spanish Tax consequences of the ownership and disposa of the Notes by a holder who
beneficially owns the Notes and who is a corporation resident in Spain or a permanent establishment in Spain of a non-resident entity ("Spanish
holder") and of the receipt of payments under the guarantees by a holder who is not a resident in Spain for tax purposes or subject to the Non-
Resident Income Tax. The discussion below is based upon the provisions of the Spanish Tax Laws and the Spanish Tax Authorities practice as of
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the date of offering, and such provisions and practice may be repealed, revoked or modified. Prospective investors considering the purchase,
ownership or disposition of the Notes, should consult their tax advisers regarding the Spanish tax consequences in their particular circumstances.

Spanish Holders

Interest on the Notes. Under Spanish law, interest collected by a Spanish holder of the Notes is subject either to Corporate Income Tax
("Impuesto sobre Sociedades”) or to Non-Resident's Income Tax (“Impuesto sobre la Renta de No Residentes”), as the case may be. In the event
that such interest becomes subject to withholding tax in the U.K., as U.K. source income, Spanish resident corporations would be entitled to a tax
credit for the avoidance of double taxation when determining tax liability, in accordance with the provisions of the Treaty for the avoidance of
doubl e taxation executed between Spain and the U.K. (the "Spain/U.K. Tax Treaty"). In addition, in accordance with the Non-Resident Income Tax
Law, permanent establishmentsin Spain would also be eligible for atax credit as to avoid double taxation.

Disposal of the Notes. Asagenera rule, adisposal of the Notes by a Spanish holder may give rise to a taxable income or an alowable loss for the
purposes of either Corporate Income Tax or Non-Resident's Income Tax, as the case may be. Some restrictions, however, may apply based on the
nature of the permanent establishment.

The profit or loss arising from the disposal of the Notes for a Spanish holder shall be subject to either the Corporate Income Tax or to the
Non-Resident's Income Tax, as the case may be, at the relevant applicable tax rates.

Should for any reason a Spanish resident corporation be subject to tax in the U.K. on the income it obtains upon the disposal of the Notes
it will be entitled to a tax credit for the avoidance of double taxation in accordance with the provisions of the Spain/U.K. Tax Treaty. Moreover,
permanent establishmentsin Spain are eligible for atax credit under the Non-Resident Income Tax Law so as to avoid double taxation.

Expenses of Transfer. The transfer of the Notes will be exempt in Spain from any Transfer Tax ("Impuesto sobre Transmisiones Patrimoniales’)
or Value Added Tax. Additionally, no Stamp Duty will be levied on such transfers.

Spanish Withholding Tax on the Notes. No withholding on account of Spanish taxes will be levied in Spain on any income arising from Notes
held by a Spanish holder if the Notes are traded on an OECD country official stock market. If the Notes are listed on the Luxembourg Stock
Exchange, income deriving from the Notes will qualify for this exemption. However, the financia institution (if resident in Spain or acting through
a permanent establishment in Spain) acting as paying agent or intervening in any transfer, redemption or refund of the Notes will be obliged to
ca cul ate the taxable income of the Spanish holder arising from the relevant transaction and to report such income to the Spanish holder and to the
Spanish tax authorities. In addition, the financia institution must provide the Spanish tax authorities with information regarding the persons
participating in the transaction.

If the Notes are not traded on an OECD country official stock market and the Notes are deposited with or managed by a financia
ingtitution resident in Spain, or acting through a permanent establishment in Spain, in accordance with the tax laws in force, the financia
institution, acting as depositary or manager of such Notes, will be responsible for making the relevant Spanish withholding on account of tax on
any payment to a Spanish holder deriving from the Notes. It should be noted that the financia institution acting as custodian or manager may
become obliged to comply with the formalities contained in the Spanish Corporate Income Tax Regulations (approved by Royal Decree 537/1997,
of April 18, as amended) when intervening in the repayment and/or transfer of the Notes.

In spite of these rules, there can be no assurance that the Spanish tax authorities will not take the view that income deriving from the
Notes should, in any case, be subject to withholding tax at the rate of 15%. If such withholding were imposed, a Spanish holder would not be
entitled to the payment of Additional Amounts because the withholding tax would be imposed as aresult of the connection between the holder and
the Kingdom of Spain. See "Description of the Notes—Additional Amounts" for more information on ONO Finance's and Cableuropa's obligation
to pay Additional Amounts.

Payments Under the Guarantee

In the opinion of Clifford Chance Limited Liability Partnership, Spanish counsel to ONO Finance, Cableuropa and the other guarantors,
payments made to Non-Spanish holders under the guarantees by the Spanish guarantors should not be subject to taxation in Spain. However, it is
possible that the Spanish tax authorities could take the position that payments made under the guarantees to Non-Spanish holders would be subject
to withholding tax at a rate of 15%, subject to possible reduction or elimination by an applicable treaty for the avoidance of double taxation.
However, in the case of Non-Spanish holders who are resident of EU member states, other than those operating through a permanent establishment
in Spain or who hold the Notes through a tax haven jurisdiction within the meaning of Spanish law (currently as set forth in Royal Decree
1080/1991 of July 5th), the withholding tax would not be imposed if any such holder submitted the relevant certificate of tax residency issued by
the competent tax authority of the holder's country of jurisdiction demonstrating that the holder is aresident in that jurisdiction when the payment
under the guarantees is due and payable. Such certificate will have a validity of one year from issuance. Non-Spanish holders who are able to
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reduce or eliminate the withholding tax by providing a certificate of residency as mentioned above would not be entitled to receive Additional
Amounts from ONO Finance or Cableuropa to the extent that the withholding tax was imposed as a result of their failure to provide such a
certificate. See "Description of the Notes—Additional Amounts' for more information on ONO Finance's and Cableuropas obligation to pay
Additional Amounts.

United States Taxation
General

The following summary contains a description of certain U.S. federal income tax considerations of the purchase, ownership and
disposition of the Notes acquired for cash at original issuance at a price equal to their issue price (the first price at which a substantial part of the
Notes are sold to the public for cash, excluding sales to bond houses, brokers or similar persons or organizations acting in the capacity of
underwriters, placement agents or wholesalers). This summary is not a comprehensive description of all of the tax considerations that may be
relevant to a decision to purchase the Notes. In particular, this summary of U.S. federal income tax matters deals only with holders that will hold
the Notes as capital assets for U.S. federal income tax purposes (generally, assets held for investment) and does not address specia tax situations,
such as the U.S. federa income tax treatment of holders that are (i) subject to specia tax rules (e.g., financial institutions, banks, securities or
currency dealers, brokers, insurance companies, regulated investment companies, tax-exempt organizations, securities traders that elect mark-to-
market tax accounting, certain U.S. expatriates and persons subject to alternative minimum tax), (ii) holding Notes as part of a"straddle," "hedge,"
"conversion transaction” or other integrated transaction or (iii) "U.S. Holders" (as defined bel ow) with a currency other than the U.S. dollar as their
functiona currency.

This summary is based upon the Code, the Treasury regulations issued thereunder and official interpretations thereof, each as in effect on
the date hereof, all of which are subject to change or differing interpretations, possibly with retroactive effect. Praspective purchasers of the Notes
should consult their own tax advisers as to the U.S. federal income tax consequences of the purchase, ownership and disposition of the Notes, in
addition to the effect of any state or local tax laws or tax laws of any jurisdiction other than the United States.

As used herein, a "U.S. Holder" means a beneficial owner who is, for U.S. federal income tax purposes, (i) a citizen or individual
resident of the United States or of any State (including the District of Columbia), (ii) a corporation or other entity taxable as a corporation created
or organized in or under the laws of the United States or of any State, (iii) an estate, the income of which is subject to U.S. federal income taxation
regardless of its source and (iv) a trust if a court within the United States is able to exercise primary supervision over the administration of the
trust and one or more U.S. persons (as defined in the Code) have the authority to control all substantial decisions of the trust or if the trust has
made a valid election under Treasury regulations to be treated as a U.S. person. A "Non-U.S. Holder" means a beneficial owner of a Note that is
not a U.S. Holder. If an entity treated as a partnership for U.S. federal income tax purposes holds Notes, the tax treatment of a partner generally
will depend upon the status of the partner and the activities of the partnership. If a U.S. Holder is a partner in a partnership that holds Notes, the
Holder is urged to consult its own tax adviser regarding the specific tax conseguences of the purchase, ownership and disposition of the Notes.

Tax Treatment of the Notes

Classification of the Notes. This summary is based upon the assumption that the Notes will be characterized as indebtedness for U.S. federal
income tax purposes. Prospective purchasers should recognize, however, that there is some uncertainty regarding the appropriate characterization
of instruments such as the Notes, and no rulings have been or will be sought from the IRS with respect to the appropriate characterization of the
Notes for U.S. federal income tax purposes. It is possible that the IRS might contend that the Notes should be treated not as indebtedness but as
equity in ONO Finance. Any such recharacterization might result in material adverse consequences to U.S. Holders of the Notes, including
possible application of the passive foreign investment company ("PFIC") rules. In the event that the PFIC rules apply to the Notes, a U.S. Holder
would be required to pay an interest charge together with tax calculated at maximum ordinary income rates on gain realized on the disposition of a
Note or on certain increased interest payments with respect to a Note. Prospective purchasers of the Notes should consult their own tax advisers
about the conseguences in the event that the Notes are treated as equity for U.S. federal income tax purposes.

Sated Interest. Stated interest on the Notes will beincludiblein aU.S. Holder's gross income as ordinary interest income in accordance with such
U.S. Holder's usual method (cash or accrual) of tax accounting.

In the case of stated interest received on a Note, the amount of income recognized by a cash basis U.S. Holder will be the U.S. dollar
value of the stated interest payment, based on the "spot rate” in effect on the date of receipt. Spot rate generally means a rate that reflects a fair
market rate of exchange available to the public for euro under a "spot contract” in a free market and involving representative amounts. A spot
contract is a contract to buy and sell a euro on or before two business days following the date of execution of the contract. If such spot rate cannot
be demonstrated, the IRS has authority to determine the spot rate.

The amount of stated interest recognized by an accrual basis U.S. Holder of a Note will be determined for any accrual period in euro and
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then translated into U.S. dollars using the average U.S. dollar-euro exchange rate in effect for the accrual period (or, with respect to an accrua
period that spans two taxable years, using the average exchange rate for the partial period within each taxable year). The average rate for an
accrual period (or partia period) is the simple average of the spot rates for each business day of such period, or other average exchange rate for the
period reasonably derived and consistently applied by the Holder. Alternatively, an accrual basis U.S. Holder can elect to translate stated interest at
the spot rate on the last day of the accrua period (and, in the case of a partial accrual period, the sport rate on the last day of the taxable year) or on
the date the interest payment is received if such date is within five business days of the end of the accrual period. A U.S. Holder that makes such
an election must apply it consistently to all debt instruments from year to year and cannot change the e ection without the consent of the IRS.

Sale and Redemption of Notes. A U.S. Holder generaly will recognize gain or loss upon the sale, exchange, retirement or other
disposition of a Note in an amount equal to the difference between the U.S. dollar value of the amount realized upon such sale, exchange,
retirement or other disposition (other than amounts attributable to accrued and unpaid interest, which will be taxable as ordinary interest income,
as described above), and such U.S. Holder's adjusted tax basis in the Note. For this purpose, an amount received in euro will be translated into
U.S. dollars at the spot rate in effect on the date of disposition of the Notes. If the Notes are traded on an established securities market, a cash basis
Holder (and, if it elects, an accrua basis Holder) will determine the U.S. dollar equivalent of the amount realized on the sale of a Note by
translating that amount at the spot rate in effect on the settlement date. A U.S. Holder's adjusted tax basisin a Note generally will equal the issue
price of such Note (translated into U.S. dollars at the spot rate in effect on the date of such U.S. Holder's purchase of the Notes or the settlement
date, if the Notes are traded on an established securities market as discussed above). Any gain or loss (other than foreign currency gain or loss
described below) will be capital gain or loss and generally will be long-term capital gain or loss if the Note is held for more than one year. Under
current law, net long-term capital gains of a noncorporate U.S. Holder are, under certain circumstances, taxed at lower U.S. federal income tax
rates than are items of ordinary income. The deductibility of capital losses by a U.S. Holder, however, is subject to significant limitations.

Taxation of Additional Amounts. If Additional Amounts are required to be paid in respect of withholding or deduction for taxes imposed on
payments on the Notes (see "Description of the Notes—Additional Amounts"), such Additiona Amounts should be taxable to a U.S. holder as
ordinary income at the time such amounts are accrued or received, in accordance with such U.S. Holder's regular method of accounting. In such
event, the amount taxable to such U.S. Holder would include all taxes withheld or deducted in respect of the Notes. Thus, aU.S. Holder would be
reguired to report income in an amount greater than the cash it receives in respect of payments on the Notes. However, a U.S. Holder may, subject
to certain limitations, be eligible to claim as a credit or deduction the foreign taxes withheld or deducted for purposes of computing its U.S. federa
incometax liability.

It is possible, however, that the IRS might require each U.S. Holder to include Additiona Amounts in grass income as such amounts
accrue over the life of the Notes (in advance of the payment of such Additional Amounts). In such caseg, it is unclear whether a U.S. Holder would
be entitled to daim a credit or deduction for the foreign taxes giving rise to the Additiona Amounts until the taxes are actualy deducted or
withheld. If a U.S. Holder is required to accrue Additional Amounts and not allowed a credit or deduction for the foreign taxes giving rise to the
amounts until the taxes are paid, the U.S. Holder may have insufficient foreign source income in the year in which the foreign taxes are actually
deducted or withheld to enable it to claim aforeign tax credit with respect to the foreign taxes.

Foreign Currency Gain or Loss. U.S. holders of the Notes will realize foreign currency gain or loss, which generally will be treated as ordinary
income or loss, as the case may be, upon the receipt of payments on the Notes and upon the sale, exchange, retirement or other disposition of the
Notes, and the realized foreign currency gain or loss generally will be recognized in accordance with applicable provisions of the Code. Generally,
the amount of foreign currency gain or loss realized with respect to payments of interest will be equal to the difference between (x) the euro
amount received as translated into U.S. ddllars using the spot rate on the date of receipt, and (y) the U.S. dollar amount previously included in
income in respect of the payment. The amount of foreign currency gain or loss realized with respect to payments of principal will be equal to the
difference between (x) the euro amount of principal received as trandated into U.S. dollars using the spot rate on the date of receipt, and (y) the
euro amount of principal trandated into U.S. dollars using the spot rate on the date the Note was acquired. However, the amount of any foreign
currency gain or loss realized upon a sale, exchange, retirement or disposition of a Note with respect to interest and principal shall be limited to the
total amount of gain or loss, as the case may be, realized on the transaction.

Foreign Tax Credit
For U.S. foreign tax credit purposes, stated interest, and any Additional Amounts with respect to a Note will be treated as foreign-source
income and, with certain exceptions, will be treated separately, together with other items of "passive" income or, in certain cases, "financia

services" income for purposes of computing any foreign tax credit allowance under U.S. federal income tax laws.

Gain or loss realized on the sale, exchange, retirement or other disposition of a Note (including foreign currency gain or loss) generaly
will be treated as U.S.-source income or loss for foreign tax credit purposes.

Non-U.S. Holders
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Subject to the discussion of "backup withholding" below, a Non-U.S. Holder is currently exempt from U.S. federal income tax with
respect to interest on the Notes unless the Non-U.S. Holder is, among other things, an individual or corporation that has an office or other fixed
place of business in the United States to which the interest is attributable and the interest is derived in the active conduct of a banking, financing or
similar business within the United States or is received by a corporation the principal business of which istrading in stock or securities for its own
account. In addition, subject to the discussion of backup withholding below, a Non-U.S. Holder will not be subject to U.S. federal income tax on
any gain on a sale or other disposition of a Note unless (a) the Holder is an individual who is present in the United States for 183 days or more
during the taxable year and certain other conditions are met or (b) the gain is effectively connected with the conduct of a trade or business within
the United States (and, if a treaty applies, the gain is generally attributable to a U.S. permanent establishment maintained by such Non-U.S.
Holder).

Tax Return Disdlosureand I nvestor List Requirements

Treasury regulations (the "Tax Shelter Regulations") intended to address tax shelters and other potentially tax-motivated transactions
reguire participants in a "reportable transaction" to disclose certain information about the transaction in IRS Form 8886 and retain information
relating to the transaction. Organizers and sellers of reportable transactions are required to maintain lists identifying the transaction investors and
furnish to the IRS upon demand such investor information as well as detailed information regarding the transactions. A transaction may be a
"reportable transaction" based upon any of several indicia, including the existence of confidentiality agreements, certain indemnity arrangements,
potential for recognizing investment or other losses, significant book-tax differences, a brief asset holding period, and whether the transaction is a
listed transaction. In addition, the Tax Shelter Regulations could be interpreted to cover and require reporting of transactions that are generally not
considered tax shelters, including certain foreign currency transactions. Currently, legislative proposals are pending in Congress that, if enacted,
would impose significant penalties for failure to comply with these disclosure requirements. Prospective Purchasers of the Notes should consult
their own tax advisers concerning any possible disclosure obligation with respect to their investment and should be aware that ONO Finance and
other participants in the transaction intend to comply with the disclosure and list maintenance requirements under the Tax Shelter Regulations as
they determine apply to them with respect to this transaction.

Information Reporting and Backup Withholding

In generd, information reporting requirements will apply to certain payments within the United States of stated interest and Additional
Amounts on the Notes, including payments made by the U.S. office of a paying agent, broker or other intermediary, and to proceeds of a sale,
redemption or other disposition of the Notes through a U.S. branch of a U.S. or foreign broker. A backup withholding tax at a current rate of 28%
may apply to such payments or proceeds if the beneficial owner fals to provide a correct taxpayer identification number (generaly on IRS
Form W-9) or, in the case of payments of stated interest or Additional Amounts, fails to certify on such form that it is not subject to such
withholding or fails to report interest and dividend income in full. Payments of principa or proceeds from the disposition of Notes by or through a
foreign office of a U.S. or foreign broker with certain rel ationships with the United States generally will be subject to information reporting but not
backup withholding. Non-U.S. Holders generally will not be subject to information reporting or backup withholding. However, these Holders may
be required to provide certification of non-U.S. status (generally on IRS Form W-8BEN) in connection with payments received in the United States
or through certain U.S.-related financial intermediaries. Any amounts withheld under the backup withholding rules from a payment to a beneficia
owner will be allowed as a refund or credit against such beneficial owner's U.S. federal income tax liability provided the required information is
furnished to the IRS in atimely manner.

ERISA AND OTHER CONSIDERATIONS

The U.S. Employee Retirement Income Security Act of 1974, as amended ("ERISA"), imposes certain requirements on "empl oyee benefit
plans"' (as defined in Section 3(3) of ERISA) subject to Title | of ERISA, including on entities that are deemed to hold the assets of such plans
(collectively, "ERISA Plans") and on those persons who are fiduciaries with respect to ERISA Plans. Investments by ERISA Plans are subject to
ERISA's generd fiduciary requirements, including, without limitation, the requirement of investment prudence and diversification and the
reguirement that an ERISA Plan's investment be made in accordance with the documents governing the ERISA Plan.

Section 406 of ERISA and Section 4975 of the Code prohibit certain transactions involving the assets of an ERISA Plan (as well asthose
plans that are not subject to ERISA but which are subject to Section 4975 of the Code, such as individuad retirement accounts (together with
ERISA Plans, "Plans")) and certain persons (referred to as "parties in interest" or "disqualified persons') having certain relationships to such Plans,
unless a statutory or administrative exemption is agpplicable to the transaction. A party in interest or disqualified person who engages in a
prohibited transaction may be subject to excise taxes and other penalties under ERISA and the Code.

Governmental plans and certain church and other plans, while not subject to the fiduciary responsibility provisions of ERISA or the
provisions of Section 4975 of the Code, may nevertheless be subject to state or other federal or foreign laws or regulations that are substantially
similar to ERISA and the Code ("Similar Law"). Fiducdiaries of any such plans should consult with their counsel before purchasing any Notes to
determine the need for, and the availability, if necessary, of any exemptive relief under any such Similar Law.
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In analyzing these issues with your own counsel, prospective purchasers of the Notes, including, without limitation, Plan fiduciaries,
should consider, among other things, that, athough the Notes are debt for federal income tax purposes, see "Taxation—United States Taxation," it
is not clear whether the Notes would be treated as issued by ONO Finance, Cableuropa, or another entity related to ONO Finance or Cableuropa.
The Notes should not be purchased or held by any Plan fiduciary, unless such purchase and holding would be exempt from the prohibited
transaction restrictions of ERISA and the Code or any provisions of Similar Law, and would not violate an applicable requirement contained in
ERISA and the Code or in any Similar Laws.

Prohibited transactions within the meaning of Section 406 of ERISA or Section 4975 of the Code may arise if any Notes are acquired by a
Plan with respect to which any of ONO Finance, the guarantors or the Managers or any of their respective ffiliates are a party in interest or a
disqualified person. Depending on the satisfaction of certain conditions which may include the identity of the Plan fiduciary making the decision to
acquire or hold Notes on behalf of a Plan, Prohibited Transaction Class Exemption ("PTCE") 91-38 (relating to investments by bank collective
investment funds), PTCE 84-14 (relating to transactions effected by a "qualified professional asset manager"), PTCE 95-60 (relating to investments
by an insurance company general account), PTCE 96-23 (relating to transactions directed by an in-house asset manager) or PTCE 90-1 (relating to
investments by insurance company pooled separate accounts) (collectively, the "Class Exemptions”) could provide an exemption from the
prohibited transaction provisions of ERISA and Section 4975 of the Code. There can be no assurance that any of the Class Exemptions or any other
exemption will be available with respect to any particular transaction involving the Notes, or that, if a Class Exemption or ancther exemption is
available, it will cover all aspects of any particular transaction. By its purchase of any Notes, whether in the case of the Manager or in the case of a
subsequent transfer, the purchaser thereof will be deemed to have represented and agreed either that (i) it is not and for so long as it holds Notes
will not be a ERISA Plan or other Plan, an entity whose underlying assets include the assets of any such ERISA Plan or other Plan, or a
governmental or other employee benefit plan which is subject to Similar Laws, or (ii) its purchase and holding of the Notes will not result in a
prohibited transaction under Section 406 of ERISA or Section 4975 of the Code (or, in the case of such a governmenta or other Plan, any such
Similar Law) for which an exemption is not avail able.

The foregoing discussion is general in nature and not intended to be all-inclusive. Any Plan fiduciary who propaoses to cause a Plan to
purchase any Notes should consult with its counsel regarding the applicability of the fiduciary responsibility and prohibited transaction provisions
of ERISA and Section 4975 of the Code or other Similar Law to such an investment, and to confirm that such investment will not constitute or
result in a prohibited transaction or any other violation of an applicable requirement of ERISA, the Code or other Similar Law.

The sale of Notes to a Plan is in no respect a representation by ONO Finance, the guarantors or the Managers that such an investment
meets all relevant requirements with respect to investments by Plans generally or any particular Plan, or that such an investment is appropriate for
Plans generally or any particular Plan.

EACH PLAN FIDUCIARY (AND EACH FIDUCIARY FOR A GOVERNMENTAL OR CHURCH PLAN SUBJECT TO
SIMILAR LAW) SHOULD CONSULT WITH ITSLEGAL ADVISOR CONCERNING THE POTENTIAL CONSEQUENCESTO THE
PLAN UNDER ERISA, THE CODE OR SIMILAR LAWS OF AN INVESTMENT IN ANY OF THE NOTES.

PLAN OF DISTRIBUTION

Subject to the terms and conditions stated in the purchase agreement dated the date of this offering memorandum, each Manager has
agreed to purchase, and ONO Finance has agreed to sell to each Manager, the Notes.

The purchase agreement provides that the obligations of the Managers to purchase the Notes are subject to approval of legal matters by
counsel and to other conditions. The Managers must purchase al the Notes if they purchase any of the Notes.

We have been advised that the Managers propose to resell the Notes at the offering price set forth on the cover page of this offering
memorandum within the United States to "Qudlified Institutional Buyers' (as defined in Rule 144A) in reliance on Rule 144A and outside the
United States in reliance on Regulation S. See "Notice to Investors." The price at which the Notes are offered may be changed at any time without
notice.

The Notes have not been and will not be registered under the U.S. Securities Act or any state securities laws and may not be offered or
sold within the United States except in transactions exempt from, or not subject to, the registration requirements of the U.S. Securities Act. See
"Noatice to Investors."

In addition, until 40 days after the commencement of this offering, an offer or sale of Notes within the United States by a dealer that is

not participating in this offering may violate the registration requirements of the U.S. Securities Act if that offer or sale is made otherwise than in
accordance with Rule 144A.
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Each Manager has represented, warranted and agreed that:

. it has not offered or sold and, prior to the expiry of a period of six months from the dosing date, will not offer or sell any Notes
included in this offering to persons in the United Kingdom except to persons whose ordinary activities involve them in
acquiring, holding, managing or disposing of investments (as principal or agent) for the purposes of their businesses or
otherwise in circumstances which have not resulted and will not result in an offer to the public in the United Kingdom within
the meaning of the Public Offers of Securities Regulations 1995;

. it has only communicated and caused to be communicated and will only communicate or cause to be communicated any
invitation or inducement to engage in investment activity (within the meaning of section 21 of the Financia Services and
Markets Act 2000 ("FSMA")) received by it in connection with the issue or sale of any Notes induded in this offering in
circumstances in which section 21(1) of the FSMA does not apply to us;

. it has complied and will comply with all applicable provisions of the FSMA with respect to anything done by it in relation to
the Notes included in this offering in, from or otherwise involving the United Kingdom;

. the offer and sale of the Notes in the Federal Republic of Germany may be made only in accordance with the provisions of the
Securities Sales Prospectus Act of the Federal Republic of Germany (Wertpapi erver kaufspr ospektgesetz);

. it will not offer the Notes or cause the offering of the Notes to the public in Luxembourg unless all of the relevant legal and
regul atory requirements have been met;

. the offer in The Netherlands of the Notes included in this offering is exclusively limited to persons who trade or invest in
securities in the conduct of a profession or business (which include banks, stockbrokers, insurance companies, pension funds,
other institutional investors and finance companies and treasury departments of large enterprises);

. the offer and sale of the Notes in France will only be made to quaified investors, in accordance with Article L.411-2 242 of the
Code Monéaire et Financier and Decree No. 98-880, dated October 1, 1998, as amended,;

. the offer and sale of the Notes in Spain may not be made except in accordance with the requirements of the Spanish Securities
Market Law (Ley 24/1998 de 28 de julio, dd mercado de valores), as amended, and Royal Decree 291/1992, on Issues and
Public Offerings of Securities (Real Decreto 291/92, de 27 de marzo, sobre emisiones y ofertas publicas de valores), as
amended; and

. the Notes may not be offered, sold or delivered in Italy except to professional investors (operatori qualificati), as defined in
Article 31.2 of CONSOB Regulation No. 11522 of July 1, 1998.

The Notes will constitute a new dass of securities with no established trading market. Application has been made to list the Notes on the
Luxembourg Stock Exchange. However, we cannot assure you that the prices at which the Notes will sell in the market after this offering will not
be lower than the initial offering price or that an active trading market for the Notes will develop and continue after this offering. The Managers
have advised us that they currently intend to make a market in the Notes. However, they are not obligated to do so, and they may discontinue any
market-making activities with respect to the Notes at any time without notice. In addition, market-making activity will be subject to the limits
imposed by the U.S. Securities Act and the Exchange Act and may be limited. Accordingly, we cannot assure you as to the liquidity of or the
trading market for the Notes.

In connection with this offering, the Managers may purchase and sell Notes in the open market. These transactions may include over-
allotment, syndicate covering transactions and stabilizing transactions. Over-allotment involves sales of Notes in excess of the principal amount of
Notes to be purchased by the Managers in this offering, which creates a short position for the Managers. Covering transactions involve purchases
of the Notes in the open market after the distribution has been completed in order to cover short positions. Stabilizing transactions consist of
certain bids or purchases of Notes made for the purpose of preventing or retarding a decline in the market price of the Notes while the offeringisin
progress. Any of these activities may have the effect of preventing or retarding a decline in the market price of the Notes. They may a so cause the
price of the Notes to be higher than the price that otherwise would exist in the open market in the absence of these transactions. The Managers
may conduct these transactions in the over-the-counter market or otherwise. If the Managers commence any of these transactions, they may
discontinue them at any time.

We have agreed to indemnify the Managers against certain liabilities, including liabilities under the Securities Act, or to contribute to

payments that the Managers may be required to make because of any of those liabilities. Other Relationships Affiliates of the Managers are lenders
under our senior credit facilities. See "Description of Other Indebtedness.” A subsidiary of Bank of America Corporation is a significant
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shareholder of GCO and its representative is a director of GCO. Furthermore, an affiliate of Bank of America Corporation is the lead dealer
manager of the tender offer by ONO Finance for the Existing Notes. In addition, the Managers and their affiliates have performed commercial and
investment banking and advisory services for us from time to time for which they have received customary fees and expenses. Moreover, they may,
from time to time, engage in transactions with, and perform services for, us in the ordinary course of their business.

GCO, our corporate parent, has informed the Managers that it has purchased €35 million aggregate principal amount of the Fixed Rate
Notes. In addition, GCO has tendered an aggregate principal amount of € 30 million 2011 Notes in the Tender Offer described under " Summary—
The Refinancing Transactions." GCO has further agreed that for a period of 90 days from the date of this offering memorandum, it will not,
without the prior written consent of the Managers, offer, pledge, sell or otherwise dispose of any Notes acquired by GCO in connection with this
offering.

NOTICE TO INVESTORS

The Notes have not been registered under the U.S. Securities Act, or any U.S. state securities laws, and, unless so registered, may not be
offered or sold except pursuant to an exemption from, or in atransaction not subject to, the registration requirements of the U.S. Securities Act and
applicable state securities laws. Accordingly, the Notes offered hereby are being offered and sold only to "Qualified Institutional Buyers' (as
defined in Rule 144A) in reliance on Rule 144A and in offshore transactions in reliance on Regulation S.

Each purchaser of Notes, by its acceptance thereof, will be deemed to have acknowledged, represented to and agreed with us, the Issuer
and the Managers as follows:

1 It understands and acknowledges that the Notes have not been registered under the Securities Act or any other applicable
securities law, are being offered for resale in transactions not requiring registration under the U.S. Securities Act or any other
securities law, induding sales pursuant to Rule 144A, and may not be offered, sold or otherwise transferred except in
compliance with the registration requirements of the U.S. Securities Act or any other applicable securities law, pursuant to an
exemption therefrom or in any transaction not subject thereto and in each case in compliance with the conditions for transfer set
forth in paragraph (4) below.

2. Itisnot an "affiliate” (as defined in Rule 144 under the U.S. Securities Act) of ours or acting on our behaf and it is either:

0] a Qualified Institutional Buyer, or QIB, within the meaning of Rule 144A and is aware that any sale of Notes to it
will be made in reliance on Rule 144A, of which the acquisition will be for its own account or for the account of
another QIB; or

(i) an institution that, at the time the offer to purchase the Notes was made and at the time the buy order for the Notes
was originated, was outside the United States within the meaning of Regulation S.

3. It acknowledges that neither we nor the Issuer, nor the Managers, nor any person representing us, the Issuer or the Managers,
has made any representation to it with respect to the offering or sale of any Notes, other than the information contained in this
offering memorandum, which offering memorandum has been delivered to it and upon which it is relying in making its
investment decision with respect to the Notes. It has had access to such financial and other information concerning us and the
Notes as it has deemed necessary in connection with its decision to purchase any of the Notes.

4. It is purchasing the Notes for its own account, or for one or more investor accounts for which it is acting as afiduciary or agent,
in each case for investment, and not with aview to, or for offer or sale in connection with, any distribution thereof in violation
of the Securities Act or any state securities laws, subject to any requirement of law that the disposition of its property of the
property of such investor's account or accounts be at all times within its or their control and subject to its or their ability to
resell such Notes pursuant to Rule 144A, Regulation S or any other exemption from registration available under the U.S.
Securities Act.

Each holder of Notes issued in reliance on Rule 144A ("Rule 144A Notes') agrees on its own behalf and on behalf of any
investor account for which it is purchasing the Notes, and each subsequent holder of the Notes by its acceptance thereof will be
deemed to agree, to offer, sell or otherwise transfer such Notes prior to the date that is two years after the later of the date (the
"Resale Restriction Termination Date") of the original issue and the last date on which the issuer or any of our affiliates was
the owner of such Notes (or any predecessor thereto) only (i) to the Issuer, (ii) pursuant to aregistration statement that has been
declared effective under the Securities Adt, (iii) for so long as the Notes are eligible pursuant to Rule 144A, to a person it
reasonably believes is a QIB that purchases for its own account or for the account of a QIB to whom notice is given that the
transfer is being made in reliance on Rule 144A, (iv) pursuant to offers and sales that occur outside the United States in
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compliance with Regulation S or (V) pursuant to any other available exemption from the registration requirements of the U.S.
Securities Act, subject in each of the foregoing cases to any requirement of law that the disposition of its property or the
property of such investor's account or accounts be at all times within its or their control and to compliance with any applicable
state securities laws, and any applicable local laws and regulations, and further subject to the Issuer's and the Truste€'s rights
prior to any such offer, sale or transfer (I) pursuant to clause (v) to require the delivery of an opinion of counsel, certification
and/or other information satisfactory to each of them and (1) in each of the foregoing cases, to require that a certificate of
transfer in the form appearing on the other side of the security is completed and delivered by the transferor to the Trustee. The
foregoing restrictions on resale will not apply subsequent to the Resale Redtriction Termination Date. Each purchaser
acknowledges that each Rule 144A Note will contain alegend substantialy to the following effect:

THIS SECURITY HAS NOT BEEN REGISTERED UNDER THE U.S. SECURITIES ACT OF 1933, AS AMENDED (THE
"U.S. SECURITIES ACT"), OR ANY STATE SECURITIES LAWS. NEITHER THIS SECURITY NOR ANY INTEREST OR
PARTICIPATION HEREIN MAY BE REOFFERED, SOLD, ASSIGNED, TRANSFERRED, PLEDGED, ENCUMBERED OR
OTHERWISE DISPOSED OF IN THE ABSENCE OF SUCH REGISTRATION OR UNLESS SUCH TRANSACTION IS
EXEMPT FROM, OR NOT SUBJECT TO, THE REGISTRATION REQUIREMENTS OF THE U.S. SECURITIESACT. THE
HOLDER OF THIS SECURITY BY ITS ACCEPTANCE HEREOF AGREES TO OFFER, SELL OR OTHERWISE
TRANSFER SUCH SECURITY, PRIOR TO THE DATE WHICH IS TWO YEARS AFTER THE LATER OF THE ORIGINAL
ISSUE DATE HEREOF AND THE LAST DATE ON WHICH THE ISSUER OR ANY AFFILIATE OF THE ISSUER WAS
THE OWNER OF THIS SECURITY (OR ANY PREDECESSOR OF THIS SECURITY) ONLY (A) TO THE ISSUER,
(B) PURSUANT TO A REGISTRATION STATEMENT WHICH HAS BEEN DECLARED EFFECTIVE UNDER THE U.S.
SECURITIES ACT, (C) FOR SO LONG AS THE SECURITIES ARE ELIGIBLE FOR RESALE PURSUANT TO RULE 144A
UNDER THE U.S. SECURITIES ACT ("RULE 144A"), TO A PERSON IT REASONABLY BELIEVES IS A "QUALIFIED
INSTITUTIONAL BUYER" AS DEFINED IN RULE 144A THAT PURCHASES FOR ITS OWN ACCOUNT OR FOR THE
ACCOUNT OF A QUALIFIED INSTITUTIONAL BUYER TO WHOM NOTICE IS GIVEN THAT THE TRANSFER IS
BEING MADE IN RELIANCE ON RULE 144A, (D) PURSUANT TO OFFERS AND SALES THAT OCCUR OUTSIDE THE
UNITED STATES IN COMPLIANCE WITH REGULATION S UNDER THE U.S. SECURITIES ACT OR (E) PURSUANT
TO ANY OTHER AVAILABLE EXEMPTION FROM THE REGISTRATION REQUIREMENTS OF THE SECURITIES
ACT, SUBJECT IN EACH OF THE FOREGOING CASES TO ANY REQUIREMENT OF LAW THAT THE DISPOSITION
OF ITS PROPERTY OR THE PROPERTY OF SUCH INVESTOR'S ACCOUNT OR ACCOUNTS BE AT ALL TIMES
WITHIN ITS OR THEIR CONTROL AND TO COMPLIANCE WITH ANY APPLICABLE STATE SECURITIES LAWS,
AND ANY APPLICABLE LOCAL LAWS AND REGULATIONS AND FURTHER SUBJECT TO THE ISSUER'S AND THE
TRUSTEE'S RIGHTS PRIOR TO ANY SUCH OFFER, SALE OR TRANSFER (I) PURSUANT TO CLAUSE (E) TO
REQUIRE THE DELIVERY OF AN OPINION OF COUNSEL, CERTIFICATION AND/OR OTHER INFORMATION
SATISFACTORY TO EACH OF THEM AND (Il) IN EACH OF THE FOREGOING CASES, TO REQUIRE THAT A
CERTIFICATE OF TRANSFER IN THE FORM APPEARING ON THE OTHER SIDE OF THIS SECURITY IS
COMPLETED AND DELIVERED BY THE TRANSFEROR TO THE TRUSTEE. THE FOREGOING RESTRICTIONS ON
RESALE WILL NOT APPLY SUBSEQUENT TO THE RESALE RESTRICTION TERMINATION DATE.

It agreesthat it will give to each person to whom it transfers the Notes notice of any restrictions on transfer of such Notes.
It acknowledges that until 40 days after the commencement of the offering, any offer or sale of the Notes within the United
States by a dealer (whether or not participating in the offering) may violate the registration requirements of the U.S. Securities

Act if such offer or sale is made otherwise than in accordance with Rule 144A.

It acknowl edges that the Trustee will not be required to accept for registration of transfer any Notes except upon presentation of
evidence satisfactory to us and the Trustee that the restrictions set forth therein have been complied with.

It acknowledges that we, the Issuer, the Managers and others will rely upon the truth and accuracy of the foregoing acknowledgements,
representations, warranties and agreements and agrees that if any of the acknowledgements, representations, warranties and agreements deemed to
have been made by its purchase of the Notes are no longer accurate, it shall promptly notify the Managers. If it is acquiring any Notes as a fiduciary
or agent for one or more investor accounts, it represents that it has sole investment discretion with respect to each such investor account and that it
has full power to make the foregoing acknowledgements, representations and agreements on behaf of each such investor account.

NOTICE TO NON-U.S. INVESTORS

The Notes are being offered exclusively to persons who trade or invest in securities in the conduct of their profession or trade, which
includes banks, securities intermediaries (incdluding dealers and brokers), insurance companies, pension funds, other institutional investors and
commercial enterprisesthat, as an ancillary activity, regularly invest in securities.
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The United Kingdom

In the United Kingdom, the Notes will only be available for subscription pursuant to the offering by persons whose ordinary activities
involve them in acquiring, holding, managing or disposing of investments (as principal or agent) for the purposes of they businesses or otherwise in
circumstances which do not, and will not, constitute an offer to the public in the United Kingdom for purposes of the Public Offers of Securities
Regulations 1995 or the Financia Services and Markets Act 2000. This offering memorandum is directed only at persons who (i) are outside the
United Kingdom; or (ii) fall within Article 19(5) (Investment professionas, being persons having professional experience in matters relating to
investments) of the Financia Services and Market Act 2000 (Financial Promotion) Order 2001; or (iii) fall within Article 49(2) (high net worth
companies, unincorporated associations, etc) of the Financial Services and Markets Act 2000 (Financiad Promotion) Order 2001 (all such persons
being referred to together as the "relevant persons"). This offering memorandum must not be acted on or relied on by persons who are not relevant
persons. Any investment or investment activity to which this communication relates is available only to relevant persons and will be engaged in
only with relevant persons.

Germany

The Notes may be offered and sold in the Federal Republic of Germany only in accordance with the provisions of the Securities Sales
Prospectus Act of the Federal Republic of Germany (Wertpapier-ver kaufsprospektgesetz) and any other applicable German law. Consequently, in
Germany, the Notes will only be available to persons who by profession or by trade business buy or sell securities for their own or athird party's
account.

L uxembour g

The Notes are not offered to the public in Luxembourg and each Manager has represented and agreed that it will not offer the Notes or
cause the offering of the Notes or contribute to the offering of the Notes to the public in Luxembourg, unless al the relevant legal and regul atory
reguirements have been fulfilled. In particular, this offer has not been and will not be announced to the public and offering materid will not be
made available to the public. A listing of the Notes on the Luxembourg Stock Exchange does not imply that a public offering in Luxembourg has
been authorized.

The Netherlands

The Notes (including rights representing an interest in a Note in global form) may only be offered or sold in The Netherlands, as part of
their initial distribution or as part of any re-offering, and this offering memorandum may only be distributed and circul ated, and any offer of these
Notes shall only be announced in writing (whether electronically or otherwise) in The Netherlands, to individuals or legal entities who or which
trade in securities in the conduct of a business or profession (which includes banks. securities intermediaries (including deders and brokers),
insurance companies, pension funds, collective investment ingtitutions, central governments, large international and supranational organizations,
other ingtitutional investors and other parties, induding treasury departments of commercial enterprises, which as an ancillary activity regularly
invest in securities). Each of the Managers undertakes with ONO Finance and the guarantors that it will be made dear upon making any such
offers and from any and an documents or advertisements in which the forthcoming offering of these Notes is announced that the offer is exdusively
made to the said individual or legal entitiesin The Netherlands.

France

In France, the Notes may not be directly or indirectly offered or sold to the public, and offers and sales of the Notes will only be madein
France to qualified investors, in accordance with Article L.411-2 of the Code Monetaire et Financier, and Decree No.98-880 dated October 1,
1998, as amended. This offering memorandum has not been submitted to the Autorité des marchés financiers. Neither this offering memorandum
nor any other offering material may be distributed to the public in France.

Spain

The Notes may not be offered or sold in Spain except in accordance with the reguirements of the Spanish Securities Market Law (Ley
24/1988, de 28 dejulio, del Mercado de Valores), as amended and restated, and Royal Decree 291/1992, on issues and public offerings for the sale
of securities (Real Decreto 291/1992, de 27 de marzo, sobre emisiones y ofertas publicas de venta de valores), as amended and restated, and the
decrees and regulations made thereunder. The Notes may not be sold, offered or distributed to personsin Spain except (i) in circumstances which
do not constitute an offer of securities in Spain within the meaning of Spanish Securities Market Law and further relevant legislation or
(ii) pursuant to Artide 7 of Roya Decree 291/1992 and subject to compliance with the registration requiremets set out therein. This offering
memorandum has not been registered with the Spanish Securities Market Commission (Comisién Nacional del Mercado de Valores) and therefore
it is not intended for the offering or sale of the Notes in Spain.
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Italy

The offering of the Notes has not been registered with the Commissione Nazionale per le Socieca e la Borsa ("CONSOB") pursuant to
Italian securities legislation and, accordingly, the sales of the Notes in the Republic of Italy shall only be carried out in compliance with the
requirements of Legislative Decree No. 58 of February 24, 1998, as amended ("Legidative Decree No. 58"), Legislative Decree No. 385 of
September 1, 1993 (the "Banking Law"), and the relevant implementing regulations, and shall in any event be effected in accordance with all
relevant Italian securities, tax and exchange controls and other applicable laws and regulations and in compliance with any other applicable
notification requirement or limitation which may be imposed by CONSOB or the Bank of Italy. In any case, the Notes will not be sold, either in the
primary or in the secondary market, to individuas residing in the Republic of Italy. In addition, to the extent that any Notes are sold to institutional
investorsin the Republic of Italy, the minimum amount of such Notes shall be € 100,000.

Canada

The distribution of the Notes in Canada is being made on a private placement basis exempt from the requirement that we prepare and
file a prospectus with the securities regul atory authorities in each province where trades of the Notes are made. Any resale of the Notes in Canada
must be made under applicable securities laws which will vary depending on the relevant jurisdiction, and which may require such resae to be
made under available statutory exemptions or under a discretionary exemption granted by the applicable Canadian securities regulatory authority.
Prospective purchasers are advised to seek legal advice prior to any resale of the Notes.

By purchasing the Notes in Canada and accepting a purchaser confirmation, a purchaser is representing to us and the deaer from whom
the purchaser confirmation is received that: (a) the purchaser is entitled under applicable provincia securities laws to purchase the Notes without
the benefit of a prospectus qualified under those securities laws; (b) where required by law, the purchaser is purchasing as principal and not as
agent; and (c) the purchaser has reviewed the content of this offering memorandum.

The securities being offered are those of a foreign issuer and Ontario purchasers will not receive the contractual right of action prescribed
by Ontario securities law. As a result, Ontario purchasers must rely on other remedies that may be available, incdluding common law rights of
action for damages or rescission or rights of action under the civil liability provisions of the U.S. federal securities laws. Following a decision of
the U.S. Supreme Court, it is possible that Canadian purchasers will not be able to rely upon the remedies set out in Section 12(8)(2) of the
Securities Act where securities are being offered under a U.S. private placement memorandum such as this document.

Canadian purchasers of Notes should consult their own legal and tax advisers with respect to the tax consequences of an investment in
the Notes in their particular circumstances and about the eigibility of the Notes for investment by the purchaser under relevant Canadian
legislation.

LEGAL MATTERS
The validity of the Notes, the guarantees and certain other matters relating to the offering will be passed upon for ONO Finance and the
ONO Group by Clifford Chance Limited Liability Partnership (with respect to matters of New York, United States Federal, English and Spanish

law). Certain legal matters relating to the offering will be passed upon for the Managers by Shearman & Sterling LLP (with respect to New Y ork,
United States Federal and English law) and Uria & Menéndez (with respect to Spanish law).
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INDEPENDENT AUDITORS

Our consolidated financial statements as of December 31, 2002 and 2003 and for the years ended December 31, 2001, 2002 and 2003
included in this offering memorandum have been audited by PricewaterhouseCoopers Auditores, S.L., independent auditors as stated in their report
appearing herein.

The financial statements for ONO Finance as of December 31, 2002 and 2003 and for the years ended December 31, 2001, 2002 and
2003 included in this offering memorandum have been audited by PricewaterhouseCoopers LLP, independent auditors as stated in their report
appearing herein.
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SERVICE OF PROCESS AND ENFORCEMENT OF LIABILITIES

ONO Finance is incorporated as a public limited company with limited liability in England and the guarantors are incorporated with
limited liability in Spain, as applicable. A majority of the directors and executive officers of ONO Finance and the guarantors are non-residents of
the United States and all or a substantial portion of the assets of ONO Finance, the guarantors and such directors and executive officers are located
outside the United States. As aresult, it may not be possible for investors to effect service of process within the United States upon ONO Finance,
the guarantors or such directors and executive officers or to enforce against any of them judgments obtained in U.S. courts predicated upon the civil
liability provisions of the Federa securities laws of the United States. In addition, it may be difficult for investors to enforce, in original actions
brought in courts in jurisdictions | ocated outside the United States, rights predicated upon U.S. securities laws.

ONO Finance has been advised by its legal counsel in England, Clifford Chance Limited Liability Partnership, that there is adoubt as to
the enforceability of certain civil liabilities under U.S. federa securities laws in original actions in English courts, and that, subject to certain
exemptions and time limitations, English courts will treat a final and condusive judgment of a U.S. court for a liquidated amount as a debt
enforceable by fresh proceedings in the English courts. The guarantors have been advised by their legal counsel in Spain, Clifford Chance Limited
Liability Partnership, that there is a doubt as to the enforceability in Spain, in origina actions in English courts or in actions for enforcement of
judgments of U.S. courts, of civil liabilities predicated upon the federa securities laws of the United States.

ONO Finance and the guarantors have agreed that any suit, action or proceeding arising out of or based upon the Indentures, the Notes or
the guarantees may be ingtituted in any Federal or state court located in New York City, and ONO Finance and the guarantors have appointed CT
Corporation System as their agent for service of process in any such suit, action or proceeding.

GENERAL INFORMATION

1 The address of ONO Financeis 10 Upper Bank Street, London, E14 5JJ. The address of Cableuropais Edificio Belagua, Calle Basauri 7-
9, Urbanizacion La Florida, 28023 Aravaca, Madrid, Spain.

2. ONO Finance was incorporated on August 20, 1998 under the laws of England and Wales as a public limited company with registered
number 3619149 with the name Ballardway Plc. ONO Finance's name was changed to ONO Pic by a special resolution dated
December 8, 1998 and from ONO Pic to ONO Finance Pic by a special resolution dated January 7, 1999. Cableuropa was incorporated
on June 2, 1992, under the laws of Spain under public deed number 1868, before the Public Notary of Bilbao, D. José Maria Arriola
Arana and registered in the Companies Register of Bilbao on October 20, 1992 and later in the Companies Register of Madrid on
February 23, 1995, under the name Cableuropa, S.A.

3. Application has been made to list the Notes on the Luxembourg Stock Exchange. In connection therewith, the Artices of Association of
ONO Finance and a legal notice relating to the issue of the Notes will be deposited prior to listing with the Trade and Companies
Register (Registre de Commerce e des Sociétés) in Luxembourg where copies may be obtained on request. Notice of any optional
redemption, change of control or any change in the rate of interest payable on the Notes will be published in a Luxembourg newspaper of
general circulation. The Luxembourg Stock Exchange will be informed and a notice will be published in a Luxembourg newspaper in the
event of any change in the rate of interest payable on the Notes (no later than the commencement of such accrual). Copies of this offering
memorandum will be made available at the office of The Bank of New York (Luxembourg), S.A., as paying agent, where they may be
obtained free of charge upon request.

4. Throughout the term of the Notes and from the date hereof, copies of the Articles of Association of ONO Finance and Cableuropa, the
Indentures (incorporating forms of the Global Notes) may be inspected and the most recent annual reports and accounts (containing
Cableuropas audited annual consolidated financial statements), the most recent quarterly unaudited interim consolidated financia
statements of Cableuropa and the most recent audited annual financia statements of ONO Finance may be obtained free of charge at the
office of The Bank of New York, the Paying Agent in Luxembourg. Cableuropa does not currently publish non-consolidated financial

statements.

5. The Indentures have been approved and Notes will be issued thereunder pursuant to authority granted by the Board of Directors of
Cableuropa on March 25, 2004, by the other Subsidiary Guarantors on April 15, 2004 and by the Board of Directors of ONO Finance on
May 7, 2004.

6. Except as disclosed in this offering memorandum, since December 31, 2003 there has been no materia adverse change in the

consolidated financial position of ONO Finance, or the ONO Group.

7. Except as discosed in this offering memorandum, neither ONO Finance nor Cableuropais involved in, nor has any knowledge of athreat
of, any litigation, administrative proceedings or arbitration which is or may be material in the context of the issue of the Notes and the

- 169 -



guarantees.
8. Clearing Information

The Floating Rate Notes sold pursuant to Regulation S and the Floating Rate Notes sold pursuant to Rule 144A have been accepted for
clearance throught the facilities of Euroclear and Clearstream Banking under common codes 019259188 and 019259226, respectively.
The ISIN for the Floating Rate Notes sold pursuant to Regulation S is XS0192591880 and the ISIN for the Floating Rate Notes sold
pursuant to Rule 144A is XS0192592268.

The Fixed Rate Notes sold pursuant to Regulation S and the Fixed Rate Notes sold pursuant to Rule 144A have been accepted for
clearance through the facilities of Eurodear and Clearstream Banking under common codes 019259242 and 019259293, respectively.
The ISIN for the Fixed Rate Notes sold pursuant to Regulation S is XS0192592425 and the ISIN for the Fixed Rate Notes sold pursuant
to Rule 144A is X S0192592938.

9. Notices relevant to holders of the Notes will be available on the SEC's website at www.sec.gov under filings for Cableuropa or ONO
Finance, as the case may be, as well as delivered to the Trustee and published in a daily leading newspaper with genera circulation in
Luxembourg (expected to be the Luxemburger Wort).

WHERE YOU CAN FIND MORE INFORMATION

Each purchaser of Notes from the Managers will be furnished with a copy of this offering memorandum and, to the extent provided to the
Managers by ONO Finance for such purpose, any related amendment or supplement to this offering memorandum. Each person receiving this
offering memorandum and any such amendment or supplement acknowledges that (i) such person has been afforded an opportunity to request from
ONO Finance and the ONO Group and to review, and has received from ONO Finance and the ONO Group, all additional information considered
by it to be necessary to verify the accuracy and completeness of the information herein; (ii) such person has not relied on the Managers or any
person affiliated with the Managers in connection with its investigation of the accuracy of such information or its investment decisions; and
(iii) except in each case as provided pursuant to (i) above, no person has been authorized to give any information or to make any representation
concerning the Notes offered hereby other than thase contained herein, and if given or made, such other information or representation should not be
relied upon as having been authorized by ONO Finance, the ONO Group or the Managers.

ONO Finance and Cableuropa currently file reports and other information with the SEC in accordance with the Exchange Act. The
reports and other information can be inspected and copied at the public reference facilities that the SEC maintains at Room 1024, 450 Fifth Street,
N.W., Washington, D.C. 20549, and on the Internet at www.sec.gov. Copies of these material's can be obtained at prescribed rates from the Public
Reference Section of the SEC at the principal offices of the SEC, 450 Fifth Street, N.W., Washington, D.C. 20549. As foreign private issuers, each
of ONO Finance, Cableuropa and the guarantors are exempt under the Exchange Act from, among other things, the rules under the Exchange Act
prescribing certain disclosure and the procedura requirements for proxy solicitations, and their officers, directors and principa shareholders are
exempt from the reporting and "short-swing" profit recovery provisions contained in Section 16 of the Exchange Act with respect to their purchases
and sdes of shares. Each of ONO Finance and Cableuropa has agreed that, if it is not subject to the informational requirements of Sections 13 or
15(d) of the Exchange Act at any time while the Notes constitute "restricted securities’ within the meaning of the U.S. Securities Act, it will
furnish to holders and beneficial owners of the Notes and to prospective purchasers designated by such holders the information required to be
delivered pursuant to Rule 144A(d)(4) under the U.S. Securities Act to permit compliance with Rule 144A in connection with permitted resales of
the Notes.
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REPORT OF INDEPENDENT AUDITORS

To the Board of Directors and Shareholders of Cableuropa, SA.U.:

In our opinion, the accompanying consolidated balance sheets and the related consolidated statements of profit and loss, statements of
source and application of funds and of changes in shareholders equity present fairly, in all materia respects, the financia position of Cableuropa,
S.A.U. and its subsidiaries as of December 31, 2003 and 2002, and the results of their operations and changes in their financial position for each of
the three years in the period ended December 31, 2003, in conformity with accounting principles generally accepted in Spain. These consolidated
financial statements are the responsibility of the Company's management; our responsibility is to express an opinion on these consolidated financial
statements based on our audits. We conducted our audits of these statements in accordance with generally accepted auditing standards in Spain and
in the United States of America, which require that we plan and perform the audit to obtain reasonable assurance about whether the consolidated
financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and
discosures in the financia statements, assessing the accounting principles used and significant estimates made by management, and eval uating the
overall financial statement presentation. We believe that our audits provide a reasonable basis for our opinion.

Accounting principles generally accepted in Spain vary in certain significant respects from accounting principles generally accepted in
the United States of America. Information relating to the nature and effect of such differences is presented in Note 29 to the financia statements.

PricewaterhouseCoopers Auditores, S.L.
Madrid, Spain
April 1, 2004

CABLEUROPA, SA.U. AND SUBSIDIARIES CONSOLIDATED BALANCE SHEETS AS OF DECEMBER 31, 2003 AND 2002 (In Euro
thousand)

As of December 31,
Note 2003 2002
ASSETS
Current assets
(0= 0 SRS 1,315 1,258
ShOrt tErM INVESIMENES, NEL.....cciceeeeieee ettt e e e e e et be e e e ee e r e e s es st aabeasassssrbbeaaeeeesaes 4 24,753 50,807
ACCOUNES FTECEIVADIE, NEL........eeeeei ettt ee ettt be e e e e e e et e et e e e s se e e ee s s sssssaebesaaesssranrens 5 52,860 187,896
OtNEr CUITENME BSSELS.....vviiuieieiiesieeesteeetee et ese e sre e e ste e et ae et ee s e e sreeeseeanssesseesnneesseaesseeneeanneesnnas 1,813 5,706
TOLAl CUMT N BSSELS...iuuveiieeiiee e et itiee e s ste e s st e ette et s st ee st e e steeetseesaesteeaeeesseenseeansaeanseesneeerneanes 80,741 245,667
Fixed Assets
SLAIT-UP COSES, NEL. .. ettt ettt sttt et e s re e st et ente e sbe e st e e aeeanbe e nbee st e e aneesrneanes 6 8,767 13,766
Intangible assets, net ... 7 121,443 139,374
Tangible assets, net..... 8 1,295,143 1,202,396
Financial assets...........ccccovvennenn 9 331,538 313,744
Goodwill on consolidation 10 226,543 239,933
Deferred EXPENSES, NEL ... ...ttt ettt ettt eesb et e e ebeeseeseeeneeanean 59,084 104,374
LI =1 1SS USROSt 2,123,259 2,259,254
LIABILITIESAND SHAREHOLDERS EQUITY
Current liabilities
S g [0 4 R (= 8 1 410 (<o AR 11 16,301 40,360
ACCIUEH INTEMESE EXPENSES ... ettt ree ettt sie ettt es s e etesbeeebeeseeeteesee st e see st eseesntenseans 11 24,925 41,986
ACCOUNES PAYAIDIE ...ttt ettt et e et se e et ie e e ae et bean 12 220,972 246,070
(@11c e g 0 IR TE= o T T L= TR 13 51,502 11,117
Total CUrTENt HHaDIlItIES...uie it e e st e e ae s e e sreeereeenes 313,700 339,533
(o Talo R (= o 1 10 = o) ST PYPPPPRI 11 950,887 1,262,915



Other long term liabilities.........cccooennee. 14 135,638 120,588

Commitments and contingencies 15 11,349 20,016
Minority interests. — —
GCOloan ....c.cccvvenee. 16 98,464 —
PartiCIPALIVE IOANS........eitiieit ettt ettt bbbt en bt et e e ebe et e e ereeneesne s 17 300,000 300,000
Shar N0IAErS EQUITY ...ttt ettt ettt et e e e ene e ree s 18
(00000101010 g IS0 o: QR 484,663 484,663
ShBIE PIEMIUML ..ttt ettt ettt ettt ettt b e et eb s enb e et e e et e ebeeeeeereesnean 337,746 337,746
Accumulated deficit, beginning of PEriod..... ..o (606,207) (411,565)
Net profit/(10SS) fOr thE YEAK ......coiveieiee e 97,019 (194,642)
Total shareholders equity 313,221 216,202
Total liabilities and shareholders equity 2,123,259 2,259,254

The accompanying notes are an integral part of these consolidated financia statements.
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CABLEUROPA, SA.U. AND SUBSIDIARIES CONSOLIDATED STATEMENTS OF PROFIT AND LOSS FOR THE YEARS ENDED

DECEMBER 31, 2003, 2002 AND 2001 (In Euro thousand)

REVENUES........o e
Operating expenses
COSt OF SEIVICES. ...ttt s
Selling, general and adminiStrative EXPENSES. ......coveveiieeree i
Less costs capitalized as property and equipment and start-up costs.................
Restructuring and other related eXPENSES.........cooiieiierieriiesireeieee e
Broadcast rightS amOrtiZatiON ............ceeieereiieenee e
Depreciation and @mortiZatiON............cceieereioieneie e
Total operating expenses befor e net financial expense and goodwill
AMONTIZALTON ...
OPErALING TOSS ...ttt ettt et et nen
Amortization Of GOOAWIIL........c.eiiiiiiiieie e
NEt fiNANCIAl EXPEMNSE. ... ettt ettt sreeiee s
Lossfrom ordinary aCtivitieS........c.coeeieireniiniese et
Net extraordinary inCOME/(EXPENSE) ........eervereeeriere ettt ere et eiee e e

Profit/(loss) before income tax and minority inter ests
Income tax (Charge)/Credit..........ovevieieie e

Profit/(l0ss) before minority iNterests.........cooeieieniiiereeceeeeeee e
Loss attributed t0 Minority INEErESES......cceeviiieree e

Net profit/(10SS) fOr the YEar .........ooi e

The accompanying notes are an integral part of these consolidated financia statements.
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Note

21

21
21
21

21

21

20

Year ended December 31,
2003 2002
358,587 253,438
105,597 85,741
166,119 180,821
(15,247) (28,938)
4,247 5,736
102,485 98,303
363,201 341,663
(4,614) (88,225)
(13,390) (13,434)
(130,248) (96,761)
(148,252) (198,420)
298,260 (171,763)
150,008 (370,183)
(52,989) 174,723
97,019 (195,460)
— 818
97,019 (194,642)

2001
143,605

74,251
188,466
(61,756)
9,127
4,508
80,771

295,367
(151,762)
(13,753)
(146,870)
(312,385)
(3,341)
(315,726)
97,083
(218,643)
1,723
(216,920)



CABLEUROPA, SA.U. AND SUBSIDIARIES CONSOLIDATED STATEMENTS OF SHAREHOLDERS' EQUITY (In Euro thousand, except

number of shares data)

Balance, December 31, 2000
|ssuance of common stock, net
Treasury shares acquisition ...
Capita reduction...................
Transfer of 2000 net loss.......
Net lossfor the year ..............
Balance, December 31, 2001
Transfer of 2001 net loss.......
Net lossfor the year ..............
Balance, December 31, 2002
Transfer of 2002 net loss.......
Net profit for the yeer............

Balance, December 31, 2003

Number of
shares

488,951,285
2,830,144
(7,118,710)

484,662,719

484,662,719

484,662,719

Common
stack

488,951
2,830

(7,118)

Share
premium

337,746

(7,118)
7,118

Accumulated
fici

(69,777)
7,118
(7,118)
(124,868)

(194,645)
(216,920)
(411,565)
(194,642)

(606,207)

Net profit/(loss) for the
year

(124,868)

124,868
(216,920)
(216,920)
216,920
(194,642)
(194,642)
194,642
97,019

97,019

The accompanying notes are an integral part of these consolidated financia statements.
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Total

632,052
2,830

(7,118)

(216,920)
410,844

(194,642)
216,202

97,019
313,221



CABLEUROPA, SA.U. AND SUBSIDIARIES NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (In Euro thousand, except
otherwise indicated)

1. Group structureand activities

The primary activity of Cableuropa, SA.U. and its consolidated subsidiaries ("the Group") is the development and operation of
broadband cabl e tel evision and tel ecommuni cations networks in Spain.

The Group, which operates under the brand name of "ONO," is mainly comprised of cable multiservice operators that obtained their
corresponding territorial licenses and concessions for the provision of telecommunications, cable television and other services in their respective
franchise areas.

Cableuropa, S.AA.U. was incorporated on June 2, 1992. It is domiciled at Edificio Belagua, ¢/Basauri 7-9, 28023, Urbanizacion La
Florida, Madrid (District of Monc oa-Aravaca), Spain.

The companies composing the Group are the following:

Cable multiservice operators:

Direct and Direct and
indirect indirect
ownership (%) ownership (%) Date
Head office December 31, December 31, franchise
Company Name location 2002 2003 awarded Eranchisearea
Cableuropa, SA.U. Madrid na na 01/14/98 Albacete (City)
07/31/97 Cadiz (City)
05/28/98 Huelva (City)
11/13/97 Mallorca (Island)
08/07/98 Cantabria
02/26/98 El Puerto de Santamaria
12/31/98 Sanllcar de Barrameda
08/07/98 Region of AndalucialV
07/23/03 CadtillaLaMancha
Mediterranea Sur Sistemas de
Cable, SA. Alicante 97.83 97.83 08/07/98 Comunidad Valenciana Sur
Mediterranea Norte Sistemas de Comunidad Valenciana Norte
Cable, SA. Castellén 97.83 97.83 08/07/98 and Torrente
Region de Murciade Cable, SA.  Murcia 99.94 99.94 11/13/97 Murcia
Vaenciade Cable, SA. Valencia 98.13 98.13 10/21/97 Valencia(City)
Other subsidiaries:
Direct and indirect  Direct and indirect
ownership (%) owner ship (%)
Head office December 31, December 31,
Company Name location 2002 2003
ONONet Comunicaciones, SA.U.% Madrid 100.00 —
Argos Telecomunicaciones, SA.U.Y Madrid 100.00 —
Hydra Servicios de Atencion al Cliente, sSAU® Vaencia 100.00 —
Merlin Servicios Portadores, S.A.U o Logrofio 100.00 —
Univertel Comunicagdes Universais, S.A.? Portugal 100.00 100.00
NSEC International, B.V.? Netherlands 100.00 100.00
Madrid Sistemas de Cable, SA.? Madrid 74.00 74.00
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Sevilla Sistemas de Cable, SA.® Sevilla 74.00 74.00

(0] Companies merged into Cableuropa with accounting effects as of January 1, 2003.
() Companies with no activity.
3 Companies with no activity and excluded from the consolidation.

Given the current available sources of funding, and subject to there being no material changes in the Group's operations or in the
operating environment, the Group has enough financing to fund its current planned network buildout, working capital requirements and expected
operating |osses, through to the time when it expects to achieve positive cash-flow.

2. Basisof presentation

The consolidated financial statements and the accompanying notes are prepared in accordance with generally accepted accounting
principles in Spain ("Spanish GAAP"), which present the information required under Spanish Corporate Law.

Certain accounting practices applied by the Group that conform with generally accepted accounting principles in Spain may not conform
with generally accepted accounting principles in the United States ("US GAAP"). A description of differences and a reconciliation of consolidated
net loss and shareholders' equity from Spanish GAAP to US GAAP is set forth in Note 29. The financial statements have been reformated from the
origina Spanish statutory financial statements presentation and include certain additional disclosuresin order to conform more closely to the form
and content of financial statements required by the US Securities and Exchange Commission.

The figures in these consolidated financia statements are expressed in thousand of euro unless otherwise stated.

@ True and fair view

The consolidated financial statements have been prepared on the basis of the accounting records of Cableuropa, S.A.U. and subsidiaries,
and include all adjustments and reclassifications required for consistency with the parent company in terms of both timing and values. These
financial statements are presented in accordance with the provisions of current mercantile legidation and the rules laid down in the General
Accounting Plan and in Royal Decree 1815/1991 which approved the rules for the preparation of consolidated financial statements for the purpose
of giving atrue and fair view of the Group's consolidated net worth, financial situation and results.

(b) Consolidation principles

These consolidated financial statements have been prepared applying the acquisition method.

These consolidated financial statements are based on the financia statements of each of the Group companies as of December 31, 2003.

The results of operations of companies acquired or sold have been included since or until the date of acquisition or sale, as appropriate.

(© Groupings of items

The consolidated financial statements are presented in a summarized form. When appropriate, an analysis is provided in the relevant note
to the financia statements.

(d) Comparability

The change in the accounting criteria for the depreciation of start-up costs applied in 2002 and described in note 3.9, should be
considered when comparing information.

(e Uniformity

To facilitate a uniform presentation of the items included in the consolidated financial statements, the parent company's accounting
principles and standards have been applied to all the consolidated companies.
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3. Accounting policies
@ Goodwill

Goodwill relates to the paositive difference between the book value of the parent company's direct or indirect shareholdings in subsidiaries
and the value of the portion of the subsidiaries' net equity which is attributabl e to those shareholdings, adjusted for any latent capital gains at the
date of the acquisition.

Goodwill arising as a consequence of vertical mergers within the group is shown under the caption Intangible assets.

Goodwill is amortized on a straight-line basis over 20 years as this is considered to be the average payback period for the investments
concerned.

(b) Balances and transactions between consolidated companies

All significant balances and transactions between consolidated companies are eliminated in the consolidation process.
(© Minority interests

Third party holdings in the common stock, reserves and results of the consolidated subsidiaries are recorded under minority interests in
the consolidated balance sheet and under |oss attributed to minority shareholders in the consolidated statements of profit and loss, respectively, up
to the limit of their contributions.
(d) Restricted cash deposits

Restricted cash deposits which mature in the short term are classified as short term investments.
(e Foreign exchange rate options

Foreign exchange rate options are stated at the lower of acquisition cost or market value of the premium cost at the balance sheet date.

) Inventories

Inventories, induded under the caption "Other current assets," are stated at their weighted average acquisition cost and mainly
correspond to customer premise equipment and broadcast rights to be used within one year, which are amortized on a straight-line basis.

(9 Start-up costs

Start-up costs mainly include leasehold improvements and cost related to capital increases, as well as other related legal and registration
costs.

All capitalized start-up costs are amortized on a straight-line basis over a period of 5 years.

Up to 2002, the Group booked costs incurred during the prematurity period as start-up costs. The Group considered the prematurity
period as the period in which network construction increases faster than the company's commercial operations. Cable multiservice operators have a
significant portion of idle capacity during the early years of operations, as substantial completion of the network construction is needed before
commercial launch of services.

As a consequence of the changes occurring in the telecommunications sector, as well as changes in the circumstances of the Group,
particularly at the end of year 2002, and considering the Group's intention to converge over time with International Financial Reporting Standards,
the Group modified the accounting criteria related to the capitalization of start-up costs during the year 2002, writing them off completely. This
change in accounting criteria resulted in an extraordinary charge of euro 139.9 million in 2002 (note 21.f).

(h) Intangible assets

Intangible assets are recorded at their purchase cost or devel opment cost, as applicable.
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In addition to goodwill arising as a consequence of vertical mergers, the main items included under this caption are:
—~Franchise acquisition costs

Franchise acquisition costs consist primarily of costs incurred in preparing and obtaining the telecommunications and cable television
licenses and concessions in the different franchise aress.

Franchise acquisition costs are amortized on a straight-line basis over the initial 25-year license period of the concession.
—Computer software

Computer software acquired from third parties is recorded a cost. Computer software is amortized on a straight-line basis over a period
of 4 years.

—Broadcast rights

The broadcast rights to be used in a period beyond one year are accounted for as intangible assets. The cost of these rights is charged to
the statement of profit and loss on a straight-line basis over the term of the relevant broadcast rights agreement. The rights to be used within one
year are presented as inventory in the Other current assets caption.
—Finance leases

Assets acquired under financial |ease agreements are booked as intangible assets. These assets are depreciated at the same rates used for
similar tangible assets. The related financial expense is charged to the statement of profit and loss over the term of the lease using the effective
interest method.
0 Tangible assets

Tangible assets (property, plant and equipment), which include all network, technical equipment, infrastructure and the related direct
labor and overhead, are stated at cost. Additions, replacements, installation costs and major improvements that increase productivity, capacity or
effidency or that extends the economic life of the assets are capitalized. Costs for normal repairs and maintenance are charged to the statement of

profit and loss as incurred.

When tangible assets are retired or otherwise disposed of, the related asset and accumulated depreciation accounts are adjusted
accordingly.

Estimated useful lives of tangible assets are shown bel ow:

Years
Network and techniCal EQUIPIMENT..........oiiiie ettt et se et re e st sae e e s sesnnebeans 10to 25
CUSLOMES PreMISE EOUIPIMIENE .....c..eiuteteeuteeteeeeeetee et e reeseeereesaeeeesaeatessesssesseassesseasseeseeaseeseeseesneesessaeansesneen 6to7
COMPULE NBITWEAIE. ...ttt ettt ettt ettt ettt et be st e e b b e b e est et e ebs e et e ab et ebeeeee et e reesaeebeanean 4t05
Other taNgiDI @ @SSELS...... .ottt bbb et et e e se et e e se e et e nae st e b snean 5t013

Tangible assets are depreciated on a straight-line basis, athough during the prematurity period this depreciation is weighted depending
on each operating company's stage of development. This depreciation method has also been approved by the Spanish tax authorities for fiscal
purposes.

The Group evaluates the carrying value of all assets whenever events or circumstances indicate the carrying value of assets may exceed
their recoverable amounts. An impairment 10ss is recognized when the estimated future cash flows expected to result from the use of an asset are
less than the carrying value of the asset (see note 8).

) Financial assets

This caption mainly includes tax credits that have been recognized by the Group companiesin their financial statements. Tax credits are
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accounted for as financial investments when they are expected to be recovered beyond one year.
Tax credits expected to be recovered within one year are presented as Accounts receivable.
(k) Deferred expenses

Costs related to the issuance of debt and certain other financial arrangements are deferred and amortized over the life of the related debt
on a straight-line basi s, which approximates the costs that would be incurred under the effective interest method.

0] Short and long term liabilities

Short and long term liabilities are stated at the amount at which they are to be repaid at maturity and any implicit interest included either
in their face value or repayment value is recorded under Deferred expenses.

Liabilities are classified in the Group's balance sheet according to their maturity. Short term liabilities are those with maturity within one
year and long term liabilities those maturing beyond one year.

(m) Cross-currency swaps

Transactions aimed to eliminate or significantly reduce exchange rate risks on asset and liability positions are treated as hedging
transactions. The gains or losses arising during the life of these transactions are accrued and taken to the statement of profit and | oss together with
the related gains or |osses on the hedged assets or liabilities.

Transactions which are not assigned to hedge exchange rate risks are not treated as hedging transactions. In transactions of this kind, the
differences in market price are recorded when the transactions are finally settled. However, if potential losses are anticipated at year-end, the
related provisions is recorded with a charge to the consolidated statement of profit and loss.

(n) Share based compensation plan

The Group adopted a phantom stock option plan (the "Phantom Plan"), which provides eligible employees, directors and former directors
with the right, subject to vesting, to receive the difference between the market value of certain number of shares of Cableuropa, SA.U. (the
Group's parent company) or shares of Grupo Corporativo ONO, S.A. (the sole shareholder of Cableuropa, S.A.U.) as estimated by the Board of
Directors and their exercise price. The maximum period to exercise the options is 10 years. The liability under the Phantom Plan is estimated
annually. Changes in the value of the options, if any, would be recognized in the statement of profit and loss.

(o) Transactions and bal ances denominated in foreign currencies

Receivables and payables denominated in foreign currencies are stated at year-end exchange rates. Transactions in foreign currencies are
recorded at the exchange rates on the dates when they occur. Realized gains, together with realized and unrealized losses on exchange, are taken to
the statement of profit and loss in the year. Unrealized gains are recorded in the consolidated bal ance sheet as deferred income and are taken to the
statement of profit and loss only when realized or to the extent that 1osses on exchange are recognized for the same or higher amounts within each
homogeneous group.

Receivable and payable balances denominated in foreign currency covered by hedging derivative financial instruments are stated at the
exchange rate of the relevant instrument.

(p) Severance payments

Severance indemnities that can be objectively quantified are expensed at the estimated cost in the year in which the related decision is
taken.

(a) Corporate income tax

Corporate income tax expense (or income) is recognized based on the reported profit or loss as adjusted for permanent differences
between reported and taxable consolidated profit or 1oss, and the effects of any deductions. Deferred tax assets and liabilities arising from timing
differences in the recognition of income and expense for accounting and tax purposes are recorded in the consolidated balance sheet until the
underlying timing differences reverse, if the deferred tax assets are expected to be realized within aten year period from the date on which they
were generated.
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(9] Income and expenses

Income and expenses are recorded on an accrual basis, i.e. in the period in which the income or expense deriving from the goods or
services provided is earned or incurred. For reasons of prudence, however, the Group only records profits realized at the year end, while
foreseeabl e risks and potential |osses are recorded as soon as they are identified.

Revenues are derived, mainly, from the sale of telecommunications and cable television services to residential and business customers
and from network interconnection with other operators. Such revenues are recognized only when persuasi ve evidence of a sales arrangement exists,

the related services have been rendered, the sales price to the customer is fixed and determinable and collectibility is reasonably assured.

4. Short term investments

Eurothousand

2003 2002
SNOrt tErM INVESIMENES 11 SUDSITIBIIESY... oo ee e e s s e s e s s es s es e s s eesereene s 2,202 2,202
Short term restriCted CaSN TEPOSITS ........eiuiieie ettt ettt ettt ettt ea bt et e et et e e ee e e e e s et et e saeembesaeambesbesnsebeannenseans — 39,110
Margin calls under swap agreements 19,556 —
OPLION. ¢ttt 4,349 —
Other short term investments...................... 5,197 11,697
ProviSioNS.......coooeieeieniiienieeieeieeee e (6,551) (2,202)
Total SOt LEIMN INVESEMENES, NEL.......eeiiiiiiiiteie e e ee e e et ee e e ee e e e eeee e s et eeaesessssssaaesesssssssbesssesssssbeeseesssassssessssssssbeneasasssssnnnns 24,753 50,807
(0] Investments in Madrid Sistemas del Cable, S.A. and Sevilla Sistemas del Cable, S.A. excdluded from consolidation and fully provided for

as of December 31, 2003 and 2002.
@ Short term restricted cash deposits

In connection with the Senior Bank Facility (see note 11.a), the Group committed to hold in an escrow account sufficient cash to meet all
the interest payments until March 31, 2003 under the Multi-Borrower Credit Facilities between the Group and ONO Finance, PLC in relation to
the Notes issued by ONO Finance, PLC.

The origina deposit amounted to euro 39 million and euro 0.1 million were accrued interest as of December 31, 2002. In February 2003,
the Group parcialy funded the acquisition of Notes (see note 11.d) by using funds of the escrow account.

Movements on the restricted cash deposits accounts in 2003 are shown below:

Eurothousand
Short term restricted cash deposits December 31, 2002 39,110
INEErESt PAYIMENS.....c.uiiiiiiiiiie ettt s (14,010)
Interest income on short term restricted Cash AEPOSITS.......coiuiiirie ittt ettt eae e b sseeeteesee s 79
AcqUiSItion Of NOLES (SEE NOLE LL.d) ..o iveeieeitee ettt ettt e et e e reeee e et e s he e besbesmte b e asenbeessenbeebeeebeeseeeneeseean (25,179)

Short term restricted cash depasits December 31, 2003 .........oooieieiieiieriiie ettt e ere e se e st e st et sae st be e bt b neenees —

(b) Margin calls under swap agreements

According to the swap agreements subscribed, under certain circumstances the Group is committed to advance margin calls to its swap
counterparties (see note 13). As of December 31, 2003 the balance of margin calls made amount to euro 19.6 million.
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(© Option

In June 2003 the Group purchased a euro call/USD put option with the strike at USD 1.1729 per euro 1.00 on April 29, 2004 to cap the
potential cash loss that the Group could face on maturity of the cross-currency swap agreements (see note 13). As of December 31, 2003 the
remaining portion of the option is euro 4.3 million, which has been fully provided for according to the market value of the premium cost.

(d) Other short term investments

It mainly comprises short term cash deposits as guarantee of part of the state subsidies (note 11.€).
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CABLEUROPA, SA.U. AND SUBSIDIARIES NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (In Euro thousand, except

otherwise indicated)

5. Accountsreceivable

Receivables from related parties (SEE NOE 22) ........ocueii ittt ettt ettt eas et e anseebeeeee e s
Accounts receivable and Other JEDLOIS. .........ccuiii et e et e et ae s e e e sreeeraeetaeanteeaneeareeens
TaX reCeiVaDIES (SEENOLE 20) ......coieiieiie ettt bttt e et e bt et e e st e s ae e besbeeate b e e ss et e s s en b e ab e emb e et e e ee e e et e eeeereeaneebesnnan
Less: Allowance for dOUDLT Ul @CCOUNES...........eiieeicie ettt e e ste e et e et ae e te e s e e ereaenseeaseeaaeesraeenseanenan

Total accounts receivable, net

6. Start-up costs

Balance at

Start-up codts, net........... 139,418 12,177 1,231

Stock issuance costs, net 5,388 1,066 (73)

Tota sart-up costs......... 144,806 13,243 1,158
Balance at

12312002 Additions

Start-up CoStS, NEL.....coeeveiciiee e
Stock iSSUANCE COSES, NEL ...vveeeeeeeeeveeeee e

Total start-up CoSES......cvevrieeneieeneese e

7. Intangible assets

Cost

GOOAWI ] .o
Franchise acquiSition COSES.........cuviiiieieineie e
BroadCast MghtS........c.coeiiinieeiieiieeeeiee e
COMPULEr SOFtWEAIE......ee ettt
FiNaNCe |€8SES.......ccviueereeeice e

Amortization

GOOAWI ] ..o
Franchise acquisition costs
COMPULEr SOFtWEAIE......ee ettt

9,093 1,603
4,673 4

13,766 1,607

Balance at
12,.31.2001

125,841
11,948
4,708
29,791
6,309
1,002

179,689

(6,879)
(1,016)
(13,047)
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(3,874)
(1,708)
(5,582)

N~

. . I

227

2,907
2,615

21
5777

(6,436)
(5,321)
(7,507)

(4,127)
(1,698)
(5,825)

(3,933)
(13)

(3,946)

(111)

Euro thousand
2003 2002
841 31,853
57,242 49,991
25,228 129,595
(30,451)  (23,543)
52,860 187,896
Write off Balance at
(139,859) 9,093
— 4,673
(139,859) 13,766
Balance at
Disposals 12.31.2003
(768) 5,801
(13) 2,966
(781) 8,767
Irandfers Balance at
(note 10) 12,31.2002
2,180 128,248
— 11,955
— 3,682
— 32,393
— 6,309
— 1,113
2,180 183,700
(138) (13,453)
— (6,448)
7 (20,539)



(755) (2,372) — — (3,127)

(631) (142) 10 4 (759)
Total aMOrtiZAtION.......eccveieee et (22,328) (21,778) (93) a27) (44,326)
157,361 (16,001) (4,039) 2,053 139,374
Eurothousand
Balance at Balance at

Cost

GOOOAWI T ..o 128,248 — — 260 128,508
Franchise acquisition costs 11,955 173 — — 12,128
Broadcast rights........ccccoevveeennne 3,682 2,286 (5,968) — —
Computer software 32,393 3,289 (60) — 35,622
Finance |eases.........c.ccoveveeennns 6,309 — — (4,647) 1,662
Other intangible assets.............. 1,113 7 (240) — 880
TOAl COSE vttt 183,700 5,755 (6,268) (4,387) 178,800
Amortization

GOOOAWI T ..o (13,453) (6,445) — (260) (20,158)
Franchise acquisition costs (6,448) 273) 298 (245) (6,568)
Computer software.................... (20,539) (6,187) 13 — (26,713)
FINaNCe [@8SES. ......cviviieeeieeesiie sttt (3,127) (1,710) — 3,357 (1,480)
Other intangible aSSats..........ccovervireneiieeieeeee e (759) (135) 48 145 (701)
Total @MOrtiZAON.....cvvieeeeeeeesii e (44,326) (24,750) 359 3,097 (55,620)
ProVISIONS....ccuc ettt sttt et — (1,737) — — (1,737)
Total intangible assets, NEt..........cccooeeeeiriciiniceiene 139,374 (10,732) (5,909) (1,290) 121,443

As at December 31, 2003 there were fully depreciated intangible assets, with an acquisition cost of euro 18.0 million (euro 11.8 million
as at December 31, 2002), mainly corresponding to computer software.

@ Goodwill

From 2001, the Group has carried out a corporate reorganization resulting in different mergers of Cableuropa, S.A.U. and certain of its
wholly owned subsidiaries. Each of these mergers required the registration of a public deed for the transaction. As these mergers were vertical
mergers, there were not capital increases in the acquiring company.

The companies merged with Cableuropain each of the three merger processes were as follows:

December 31, 2001 (with accounting effects January 1, 2001): Albacete Sistemas de Cable, SA.U., Cable y Television de El Puerto,
S.A.U., C&diz de Cable y Television, S.A.U., Corporacién Mallorquina de Cable, S.A.U., Huelva de Cable y Televisidn, SA.U., Santander de
Cable, SA.U. and TDC Sanlucar, S.A.U.

October 1, 2002 (with accounting effects January 1, 2002): Cable y Televisén de Andaucia, S.A.U., Jerez de Cable, S.L.U., Onolab
Internet, S.A.U., Ono Service Provider, SA.U. y Telesanlucar, S.L.U.

October 1, 2003 (with accounting effects January 1, 2003): ONONet Comunicaciones, S.A.U, Argos Telecomunicaciones, S.A.U., Hydra
Servicios de Atencion a Cliente, S.A.U. and Merlin Servicios Portadores, S.A.U.

(b) Finance leases
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Tam  Codt

Computer hardware............ccocevveniene

8. Tangible Assets

Cost

Network and technical equipment
Computer hardware............ccoceverveniennene

Other tangible @ssets..........coieriireniieee e

Total operating tangible assets ..........ccoovevvvieriiniinieceeeen
Payments on account and assets in course of construction .

Amortization
Network and technical equipment
Computer hardware............ccocoererveneninene
Other tangibl e assets

Total accumulated amortization

PrOVISIONS....cc ettt
Total tangible assets, Net..........cocoiiieniiere

Cost

Network and technical equipment...........ccooovviierieiieniens
Computer hardWare............coocueiereenieneeieeeeee e
Other tangible @ssets..........coveriirerireiee e

Total operating tangible assets ..........ccocvevvrieniirecniecieeen
Payments on account and assets in course of construction .

Amortization

Network and technical equipment
Computer hardware............ccocoevervenieninenee

Other tangible @ssets.........ccooieiirierieceeee e

Total accumulated amortization............ccveeeeeeecvvveeeeeeeeenn.

PrOVISIONS ...ttt ettt eaees
Total tangible assets, Net..........cocoiiiieiiiee

24/36 months

year

Installments
Purchase 2002 and outstanding at
option value 2003 prior 12.31.2003
1,662 54 1,814 5,001 181
Eurothousand
Balance at Balance at
984,499 73,419 199,187 (10,472) 1,246,633
33,969 3,927 (86) 17) 37,793
18,166 251 (547) (334) 17,536
1,036,634 77,597 198,554 (10,823) 1,301,962
88,795 175,276 (200,302) — 63,769
1,125,429 252,873 (1,748) (10,823) 1,365,731
(43,599) (61,780) 726 1,278 (103,375)
(11,061) (7,509) 7 11 (18,552)
(3,529) (1,653) (155) 210 (5,127)
(58,189) (70,942) 578 1,499 (127,054)
(2,000) (34,281) — — (36,281)
1,065,240 147,650 (1,170) (9,324) 1,202,396
Eurothousand
Balance at Balance at
1,246,633 60,261 144,731 (13,829) 1,437,796
37,793 3,261 4,733 (495) 45,292
17,536 158 (169) (1,639) 15,886
1,301,962 63,680 149,295 (15,963) 1,498,974
63,769 134,918 (144,547) (2,717) 51,423
1,365,731 198,598 4,748 (18,680) 1,550,397
(103,375) (72,398) (102) 2,801 (173,073)
(18,552) (8,019) (3,357) 362 (29,566)
(5,127) (1,430) — 319 (6,238)
(127,054) (81,847) (3,458) 3,482 (208,877)
(36,281) (12,829) — 2,733 (46,377)
1,202,396 103,922 1,290 (12,465) 1,295,143

The Group has in place insurance policies to cover potential risks affecting its tangible assets used in operations.

The network and technical equipment caption includes network construction costs within the Group's franchise areas as well as
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investments in the national fiber optic network that interconnects the franchise areas and provides tel ecommunications services outside of these
areas.

As a consequence of the decision to launch digital TV services in 2003, as at December 31, 2002 anal og set top boxes, with an origina
cost of euro 42.8 million, were fully depreciated, resulting in a euro 32 million charge to the statement of profit and loss.

In 2003, provisions of euro 12.8 million have been recorded mainly to cover the expected technica obsolescence of certain assets
included under Network and technical equipment.

In addition to the analog set top boxes, as at December 31, 2003 there are other fully depreciated tangible assets with an origina cost of
euro 8.4 million (euro 3.2 million as at December 31, 2002), mainly corresponding to Computer hardware.

As of December 31, 2003 and 2002 the Group had outstanding firm purchase orders with its main equipment and construction suppliers
for euro 24.8 million, and euro 51.2 million respectively.

9. Financial assets

Eurothousand
Balance at Balance at

Net tax credits (Not€ 20)..........voveeeeeeeereerereieeeeee e 136,062 174,723 — (67,153) 243,632
Non-cash deferred tax assets®?... 40,542 36,736 (4,780) (3,696) 68,802
Other financial iNVESIMENES.........cceeveeiiieeeiiie e 2,085 — (775) — 1,310
178,689 211,459 (5,555) (70,849) 313,744

Euro thousand
Balance at Balance at

Net tax credits (N0t 20).......ccuvvvveeeeeerireenesrie e 243,632 4,507 (3,119) — 245,025
Tax balance with related parties™ ...........coccoovvcomvceeven. — 12,772 — — 12,772
Non-cash deferred tax assets®...............coovoovveeeveesveesreneenn 68,802 — (69) 3,696 72,429
Other financial iNVESIMENES.........cceeveeiiieeeieie e 1,310 2 — — 1,312

313,744 17,281 (3,183) 3,696 331,538
(0] Balance receivabl e from Grupo Corporativo ONO, S.A. in relation to tax credits arising from tax consolidation in 2003 (see note 22).

2 Offsets the non-cash deferred tax liabilities in note 14.

10. Goodwill on consolidation

Eurothousand

Balance at Additions/ Trandfers Balance at

12.31.2001 Disposals (note 7) 12.31.2002
Companies
Valencdade Cable, SAA. ...t 66,380 — — 66,380
Region de Murciade Cable, S.A. ... 64,826 — — 64,826
Mediterranea Norte Sistemas de Cable, SA. ......ovvveiieeeeieeeeeeeeeeee e 56,072 — — 56,072
Mediterranea Sur Sistemas de Cable, SA. ......vveeiiieeeeeeeeeeeeeeee e 79,377 — — 79,377
Cabley Television de Andalucia, SAA.U....cc.couviiiiiiiiiiniiene e 1,505 — (1,505) —
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Companies

Valendiade Cable, SA. ...
Region de Murciade Cable, SA. ...t
Mediterranea Norte Sistemas de Cable, SA. .....oeveeeeeecvieeieeeeeiie,
Mediterranea Sur Sistemas de Cable, SA. .....cooovveeeeeeeeeieeeeeeeee
NSEC, B.V. oottt ettt et ee e sttt ba b ennn
Univertel Comunigacies Universais, SA. ..o ieenieiennesereeneiees
Merlin Servicios Portadores, SA.U. .......ceeeviiieiieieieeeeeeeieeeeeee e

TOLAI COSt ..ttt et e e e e eenaae e eareee

Less amortization
Provision........cccee......

Total goodwill, net

TeEleSANIUCAr, S.L.U....ooiiiieeieee ettt
Univertel Comunicacies Universais, SA. ..o ieeenieninne e
Merlin Servicios Portadores, SA.U. .......ceeeeiieeiieveieeeeeeeieieeeee e
B e -1 O SRR
LESS AMONtiZAtiON .....ecee ettt
ProVISION. ...

Total gooAWIll, NEL.......ooiiii e

1,148
675
878
260

271,121
(14,958)

256,163

Balance at
12,31.2002

66,380
64,826
56,072
79,377
1,148
878
260

268,941
(28,254)

(754)
239,933

(13,434)

(754)

(14,188)

Ad

Euro thousand

(67;)

(2,180)
138

(2.042)

ditions/ Transfers
Disposals (note7)

(13,390)

(13,390)

1,148
878
260

268,941
(28,254)

(754)
239,933

Balance at
12.31.2003

66,380
64,826
56,072
79,377
1,148
878
268,681
(41,384)
(754)

226,543

Transfers from goodwill on consolidation to intangible assets result from the merger processes described in note 7.a. CABLEUROPA,
S.A.U. AND SUBSIDIARIES NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (In Euro thousand, except otherwise indicated)

11. Short and long term debt

The detail of short and long term debt as at December, 31 2002 is as follows:

Maximu
m
Average available
intered asat
Type of debt rate% 12.31.02 2003
Debtswith credit entities
Senior Bank Facility.................. 7.05 445,000 —
VAT facility...ccoooveereeeinceenn 4.44 35,000 21,741
LaCaixaloan.........cccooeeeeuvennns 417 3,005 1,046
(=721 0o [ 5.41 — 1,823
Other credit facilities................. 4.32 28,910 15,750
Total debt with credit entities.. 40,360
Other debts
Debt related to Notes issues....... —
State subsidies —
Total other debts.... —
Total short and long term
debtS .o, 40,360

1,657
172

1,829

689
689

2,518
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Euro thousand

Subsequent

2005 2006 2007 years
— — — 270,000
— — — 270,000
— — — 974,009
3414 3,414 3,414 6,146
3414 3,414 3,414 980,155
3414 3,414 3,414 1,250,155

Total
debt

270,000
21,741
2,703
1,995
15,750

312,189

974,009
17,077

991,086

1,303,275

Accrued
interest

EXPENSEs

2,678
162
59

27
2,926

39,060

39,060

41,986



The detail of short and long term debt as at December, 31 2003 is as follows:

Eurothousand
Maximu
m
Average availabl Accrued
intered  easat Subsequent intered

Typeof debt rate% 12.31.03 2004 2005 2006 2007 2008 vears Tofaldebt expenses
Debt with credit entities
Senior Bank Facility................. 5.82 675,000 — — — 245246 269,754 — 515,000 4,841
VAT facility....ccoovevreneinennn 3.37 8,500 8,180 — — — — — 8,180 27
LaCaixaloan.........ccccceeevevennee. 3.30 1654 1,654 — — — — — 1,654 24
(=715 oo [ 474 — 181 — — — — — 181 —
Other credit facilities............... 348 37,600 5,597 — — — — — 5,597 24
Total debt with credit

EeNtitieS. ..o, 15,612 — — 245246 269,754 — 530,612 4,916
Other debts
Debt related to Notesissues..... — — — — — 410,427 410,427 20,009
State subsidies...........cccu..... 689 3,703 5,315 5,315 5,170 5,957 26,149 —
Total other debts.................... 689 3,703 5,315 5,315 5,170 416,384 436,576 20,009
Total short and long term

debt.iiniieiieecee, 16,301 3,703 5,315 250,561 274,924 416,384 967,188 24,925
@ Senior Bank Facility

In August 2001, the Group entered into a senior secured bank facility with a series of banks, to provide financing of up to euro
800 million for the network construction, capital expenditure and working capital requirements of the Group.

On February 13, 2003, as part of the approva process for the partia cancellation of the Notes (see note 11.d), a number of amendments
were made to the Senior Bank Facility. The most important amendments were: the reduction in size of the Senior Bank Facility from euro
800 million to euro 750 million, the reduction in maximum amounts available under the facility during 2003, amendments to financial covenants
and the inclusion of a new covenant on capital expenditure.

The facility is structured in different tranches. As of December 31, 2003 the Group had drawn euro 515 million under the euro
750 million Senior Bank Facility. The maturity date of the Senior Bank Facility is December 31, 2008.

Interest/Fees
The Senior Bank Facility bearsinterest at afloating rate determined by reference to EURIBOR plus a margin.

Arrangement and underwriting fees paid in 2001 were accounted for as Deferred expenses. A commitment fee on the undrawn amount is
payable quarterly in arrears. Facility agent and security agent fees are also payable.

Guarantees

As security for the Senior Bank Facility, the lenders thereunder have been granted a first-ranking security interest in:
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. Shares of Cableuropa, S.A.U. owned by Grupo Corporativo ONO, S.A., the Group's sole shareholder, and Cableuropas shares
in the rest of the borrowers; and

. Material assets of the borrowers to the extent that this can be granted, including material contracts, intra-group loans, bank
accounts, insurance policies, and intellectua property.

The borrowers have jointly and severally guaranteed all amounts owed under the Senior Bank Facility on a senior basis.

The Senior Bank Facility also contains other financial and non-financial covenants which, among other things, establish conditions for
the incurrence of additional indebtedness, assets sales, sade and leaseback arrangements, acquisitions, the making of loans and guarantees,
prepayment of other indebtedness, investments, dividends, entry into material contracts, voluntary prepayment and mandatory prepayment in
certain circumstances.

(b) Value added tax discounting facility ("VAT facility")

In June 2003, the Group entered into a VAT discounting facility with a group of Spanish institutionsin relation to the 2003 VAT refunds,
similar to a previous facility signed in 2002. VAT refunds in Spain are received after the end of the year for which the VAT refund has been
generated and paid. The VAT discounting facility allows the Group access to VAT refunds at an earlier time. The facility is secured by a pledge
over the VAT receivables from the Spanish tax authorities and over the bank account to which those refunds are to be credited. Borrowings under
the discounting facility are limited to the lower of 95% of the Group's receivables from the Spanish tax authorities or euro 8.5 million. The facility
is paid off upon receipt of the refund and bears interest at a floating rate determined by reference to EURIBOR plus a margin. As of December 31,
2003 the Group had borrowed euro 8.2 million under the facility (euro 21.7 million as of December 31, 2002).

(© Other credit facilities
The Group has a series of short term credit lines, with different credit entities, which usually bear interest at EURIBOR plus amargin.
(d) Debt related to Notes issues

Debt related to Notes issues corresponds to the Multi-Borrower Credit Fadilities between the Group and ONO Finance, PLC (the issuer)
in relation to the Notes issued by the | atter.

The principal activity of ONO Finance, PLC, established in the United Kingdom, is that of a finance company. ONO Finance, PLC's
business is the issuance of debt securities and the on-lending of the proceeds of such debt offerings to the Group. ONO Finance, PLC is owned 2%
by Cableuropa, S.A.U.

The Group's cable multiservice operators, are obligors and guarantors under each of the indentures governing the Notes. These
guarantees are provided on ajoint and several basis.

Since May, 1999, ONO Finance, PLC has issued 5 different tranches of securities in the form of Senior Subordinated Notes (the
"Notes"), which are listed on the Luxembourg stock exchange. In February 2003, part of these Notes were cancelled giving rise to an extraordinary

income.

Detail of outstanding Notes as of December 31, 2003 is a follows:

Number of Face value Annual
Issue date Notes per Note coupon Maturity
B MAY 1999.... ..ttt e eae e neneas 92,098 1,000 USD 13% 1 May 2009
B MAY 1999..... ..ottt eae et neneas 45,628 1,000 EURO 13% 1 May 2009
30 JUNE 2000........ccccieeteereeeetestee e tee et ereebeeteeereesreereesresnenteseenteans 113,702 1,000 EURO 14% 15 July 2010
O FEDIUArY 2001. ...ttt 83,514 1,000 USD 14% 15 February 2011
O FEDIUArY 2001. ...ttt 112,053 1,000 EURO 14% 15 February 2011

All coupons are payable semi-annually.
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The Notes mature 10 years after each issue, but the issuer has the right, at its own discretion, to repay them in advance, subject to certain
conditions, from the fifth anniversary of their issue.

Multi-Borrower Credit Facilities (MBCF)
In connection with, and on the same date of, each of ONO Finance, PLC's Notes issues, Cableuropa, S.A.U. and the Group's other cable
multiservice operators, as borrowers and guarantors and ONO Finance, PLC as lender, entered into Multi-Borrower Credit Facilities agreements,

to transfer the Notes proceeds to the guarantors, in return for the guarantors agreeing to reimburse ONO Finance, PLC with:

. the total face value of the Notes at their maturity, being the issue vaue of the Notes plus a management and reimbursement fee
("MRF"), that matches the Notes discounts, to be paid at maturity, and

. enough interest to cover coupon payments on the Notes plus a margin.

An andysis of the outstanding MBCF's as at December 31, 2003, is a follows:

Euroor USD thousand (as applicable) Eurothousand (except percentages)

Accrued

interest

2009 usb 90,677 1,421 92,098 72,920 13.214% 1,580
2009 EURO 44,924 704 45,628 45,628 13.214% 988
2010 EURO 113,702 — 113,702 113,702 14.010% 7,301
2011 usb 71,992 11,522 83,514 66,124 16.252% 4,253
2011 EURO 96,594 15,459 112,053 112,053 16.252% 5,887
410,427 20,009

(0] Management and reimbursement fee. Accounted for as deferred expenses and amortized on a strai ght-line basis over the MBCF duration.
2 Notes nominated in USD have been converted applying the official exchange rate published by the ECB on December 31, 2003 of euro

1.00 = USD 1.2630.
3 Coupon payable on principal.
Cancellation of the Notes

During the year 2002, the sole shareholder of the Group, Grupo Corporativo ONO, S.A., purchased Notes issued by ONO Finance, PLC
in the open market and through a tender offer.

The purpose of the tender offer and the open market purchases of Notes was to reduce the level of indebtedness of the Group in order to
enhance its operating and financial flexibility and improve its position to meet its strategic objectives.

As part of the process of the cancellation of the Notes, the following transactions took place:
. On February 13, 2003 Grupo Corporativo ONO, S.A. sold all of the Notes to the Group other than euro 30 million (face value)

of 2011 Notes that it retained. The Group transferred the Notes to ONO Finance, PLC in exchange for a reduction in the
amounts owed under the Multi-Borrower Credit Facilities.

. On February 13, 2003, Grupo Corporativo ONO, S.A. granted a loan to Cableuropa, S.A.U. amounting to euro 98.5 million
(see note 16).
. On February 13, 2003 Cableuropa, S.A.U., signed &l the necessary documentation with the syndicate of banks, alowing it to

fund partially the acquisition of Notes from Grupo Corporativo ONO, S.A. by drawing euro 22.1 million from the Senior Bank
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Facility, and by using funds of the "escrow account,” amounting to euro 25.2 million. A number of additional amendments were
made to the Senior Bank Facility as part of the approval process for the transaction.

. In addition, Cableuropa and its subsidiaries agreed with ONO Finance, PLC the required amendments to the Multi-Borrower
Credit Facilities to reflect the partial cancellation of the Notes of Cableuropa, S.A.U. and its subsidiaries with ONO Finance,
PLC.

. The cancellation of the Notes and the amendment to the Multi-Borrower Credit Facilities generated an extraordinary gain

which isincduded under the caption "Net extraordinary income" of the 2003 consolidated statement of profit and |oss.

Eurothousand
Deferred

Cancelled expenses Extraordinary
MBCE cancelled Cost gain
EUR Notes 13% due 2009 79,372 4,082 23,756 51,534
USD Notes 13% due 2009 205,047 9,331 50,628 145,088
EUR Notes 14% due 2010 86,298 2,402 25,828 58,068
EUR Notes 14% due 2011 37,947 5,337 11,358 21,252
USD Notes 14% due 2011 126,245 17,403 32,245 76,597
534,909 38,555 143,815 352,539

(0] Includes euro 18.5 million corresponding to deferred income due to unrealized exchange rate differences.
2 The net extraordinary gain, considering the estimated foreign exchange rate loss under the swap agreements (euro 38.9 million, see

note 13) was euro 313.6 million.

(e State Subsidies

Starting in 2001 and as part of each year's Spanish Programme for the Promotion of Technology Innovation (PROFIT), Cableuropa,
S.A.U. obtained subsidies from the Spanish Ministry of Science and Technology to finance the development of certain technology innovation
projects. These subsidies are characterized as long term loans maturing in five equal annual installments starting on the third anniversary of the
grant. These loans bear no interest and the obligations thereunder are supported by bank guarantees. These loans expire between 2004 and 2010.
As of December 31, 2003 a total of euro 26.1 million have been granted (euro 17.1 million as of December 31, 2002) of which euro 1.0 million is
pending to be drawn and euro 0.7 million is repayable in 2004. CABLEUROPA, SA.U. AND SUBSIDIARIES NOTES TO THE

CONSOLIDATED FINANCIAL STATEMENTS (In Euro thousand, except otherwise indicated)

12. Accounts payable

COMMEICIE SUPPIT IS ...ttt ettt ettt et st s a et bt ea b et e eab e et e e ebeebeesee e e e sea s
Taxes and social SECUrity (SEE NOLE 20) .......coeeueiuirieriirierieeit et st s e et s re e s s s s
FIXEO BSSEL SUPPIIEI'S. ... ettt ettt ettt ettt bt e ee e et e he et e s besmeenrenn
Fixed asset suppliers—related parties (SE NOLE 22).........cooiueiuiriieiiirieiieiie et
Creditors—related parties (SEE NOLE 22) .......oceiiieieee ettt sbe e see e e n
Other Short tErM CrEOItOrS ..ot er e e

13. Other current liabilities
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Eurothousand
2003 2002
100,283 97,602
13,484 19,702
61,501 97,296
28,764 18,328
6,949 395
9,991 12,747
220,972 246,070



2003 2002

CrOSS-CUIMTENCY SWBIIS. ...t euteesaeeesreanssesseeasseesseeesseassseasseeseeeassenssea s eeaaseeaeeeesneansseabeeseeeareeenneannenan 37,507 —
L 11T TSRO PSPPI 13,995 11,117
51,502 11,117

Cross-currency swaps

In May 2000 and July 2002, the Group entered into different cross-currency swap agreements to hedge part of its USD Notes related
debt.

In May 2000 the Group signed swap agreements (“the 2000 swap agreements") to hedge the principal amount of the Group's 2009 USD
Notes related debt until May 2004 (the first call date of the 2009 Notes) and all coupon payments on these Notes until that date (other than those
provided for under the escrow account agreements).

In July 2002, the Group entered into a further swap agreement ("the 2002 swap agreement”) to hedge 50% of the coupon payments on the
2011 USD Notes related debt until the first call date thereunder of February 2006.

The nature of the swap agreements is such that if there are significant increases in the value of the euro against the USD, the Group is
reguired to advance margin calls to the counterparty banks. In the first half of 2003, the Group advanced a total of euro 39.1 million.

After the partia cancellation of the Notes (see note 11.d) in February 2003, the Group faced a potential exchange rate loss for the
ineffective part of the hedge amounting to euro 38.9 million, included under the caption "Net extraordinary income/expense”

In June 2003, in view of the significant appreciation of the euro against the USD, the Group purchased an euro call/USD put option with
the strike at USD 1.1729 per euro 1.00 on April 29, 2004 (see note 4), which protects the Group from any appreciation of the euro against the USD
above that rate.

In July 2003, the Group unwound 25% on the principal of the 2000 swap agreements and 100% of the coupons remaining, corresponding
to the interest payments in November 2003 and May 2004. Accordingly, in line with the partial unwind of the principal of the swaps, 25% of the
option was sold back to the counterparty banks. In August 2003, the Group unwound a further 25% on the principal of the cross-currency swaps
and on the option. Therefore, after carrying out both transactions, 50% of the 2000 principal swap agreements and option are outstanding as of
December 31, 2003.

Since June 2003, the 2000 swap agreements are treated as hon-hedging instruments whereas the 2002 swap agreement is partially treated
as a hedging agreement in as much asit covers the debt related to the coupon payments on the 2011 USD Notes until February 2006.

The total remaining potentia liability related to these derivative financia instruments (at the rate as of December 31, 2003) is fully
accounted for in an amount of euro 37.5 million included in the caption "Other current liabilities’ and euro 0.9 million included under "Other long
term liabilities." The maximum potential cash effect of these losses would be reduced by euro 19.6 million since this amount has already been
advanced to the swaps counterparties and included in the caption "Short term investments, net" (see note 4).

The net losses related to these financia instruments, which occurred between February 13, 2003 and December 31, 2003, amount to euro
17.6 million, net of the positive effect of the related liability's decrease due to the depreciation of the USD, and were recorded under the caption

"Net financial expense" (note 21.e) of the consolidated statement of profit and loss.

14. Other long term liabilities

Eurothousand
2003 2002
DEFEITEA INCOME.......c. ettt ettt e e e e et ee e e es e e eessaesesbbbeaseessssaabeseesssassasssaesssassesbesssssssssnnns 36,864 26,324
EQUILY VA UE CEITITICAEES ... ittt ettt ei bbb e e st e e e e e e e e an 25,462 25,462
NON-Cash AEfErTed taX [HADHTHES™Y ...t s e st s e s et es e ese s e eseerenees 72,429 68,802
(1 0= 883 —



1o = TP T TSP PRV PR PSP 135,638 120,588

(0] Offset by the related non-cash deferred tax assets in note 9. See aso note 20.
@ Deferred income

Deferred income as of December 31, 2003 mainly comprises the unrealized gains on exchange rate translation associated to the
Multi-Borrower Credit Facilities (see note 11).

(b) Equity value certificates (EVCs)

Together with the issue of the 2009 Notes and the 2011 Notes, ONO Finance, PLC issued EVCs. These EVCs are guaranteed by
Cableuropa, S.A.U.

The EVCs entitle their holders to receive cash in an amount equal to the market value of a number of shares of Cableuropa, S.A.U. This
number of shares can be diluted in relation to the percentage of Cableuropa, S.A.U.'stotal shares under certain circumstances.

An andysis of the outstanding EV Cs, as of December 31, 2003 and 2002 is as follows:
Liability

ineurg
Number of EVCs  thousand Maturity®

EVCSUSD 2009......0cceeuiteteriii ettt ee sttt se e sn et st ene e 275,000 5,926 31 May 2009

EVCS EURO 2009 ..ottt sttt 125,000 2,859 31 May 2009

EVCSUSD 201L.....ccuiieeiiieteriie ettt st st 200,000 9,779 15 February 2011

EVCSEURO 2011 ...ttt 150,000 6,898 15 February 2011
25,462

(0] Certain circumstances such as an |PO of Cableuropa may trigger a payment event prior to maturity

At the time of each EVC issue and each EVC agreement, the Group accounted for a liability in an amount equal to the EVC proceeds
received. The value of the liability derives from the estimated market value of Cableuropa, S.A.U. shares, and accordingly the book amount of
these liabilities may be subject to changes.

15. Provisonsfor commitments and contingencies

Euro thousand
Balance at Amounts Balance at
Provision for discontinuing operationsin Portugd ................. 10,922 — (3,960) — 6,962
Other provisions for liabilities and charges............ccoeeveeeenne 9,094 2,100 (4,081) (2,726) 4,387
20,016 2,100 (8,041) (2,726) 11,349

@ Provision for discontinued operations in Portugal
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As of December 31, 2002 the Group accounted for a provision to cover losses and contingencies derived from the decision of
discontinuing operations in Portugal, amounting to euro 10.9 million. Out of this amount, in 2003 euro 4.0 million have been applied to cover the
dismantling costs.

(b) Other provisions for liabilities and charges

The caption "Other provisions for liabilities and charges" as of December, 31 2002 included redundancy costs related to the "Expediente
de Regulacién de Empleo” (regulated reduction of workforce) in Cableuropa, S.A.U. announced on July 31, 2002. Under this agreement, 322
employees had been made redundant by December 31, 2003 and euro 4.3 million had been paid as redundancy costs (236 employees and euro
3.4 million by December 31, 2002). This workforce reduction formally ended on December 31, 2003.

Furthermore in 2003 the Group launched an Incentive plan aimed to attract and retain certain key employees and directors. The eligible
employees have the right, subject to certain conditions, to receive an extraordinary cash bonus after three years since granted. The accrued
provision as of December 31, 2003, amounts to euro 2.1 million.

16. GCO loan

On February 13, 2003, as part of the process of the cancellation of the Notes (see note 11.d) Grupo Corporativo ONO, S.A. granted a
loan to the Group amounting to euro 98.5 million. This loan, which ranks subordinate to the Senior Bank Facility, but pari passu to the
Multi-Borrower Credit Facilities, bears annual interest of 7.5% and matures on March 1, 2011 or on an earlier date if (i) al the obligations from
financial contracts and Multi-Borrower Credit Facilities have been satisfied or (ii) a General Shareholder Meeting is announced to approve the
capitalization of this debt as capital.

17. Participative loan
In 2002, the Group's sole shareholder, Grupo Corporativo ONO, S.A. received euro 300 million from its shareholders as equity and
contributed the same amount to the Group as participative loans (one loan of euro 100 million on January 31, 2002 and ancther loan of euro

200 million on March 30, 2002).

The participative loans will accrue a variable interest rate of 0.25% per annum on the volume of revenues of the Group, once revenues
have surpassed euro 747 million on a quarterly basis.

The interest will not be paid to Grupo Corporativo ONO, S.A. except when al amounts related to the Senior Bank Facility and any other
senior debt of the Cableuropa Group (including principal and interest), have been fully met. Interest added to the principa will be met by a one-
off payment on the expiry date of the loan (December 31, 2011).

18. Shareholders equity

Eurothousand (except number of shares)
Number of  Common Share  Accumulated Net profit/(loss)
Balance, December 31, 2001 ...........ccocv.ee.. 484,662,719 484,663 337,746 (194,645) (216,920) 410,844
Transfer of 2001 Net 10SS........eeeveeeeeveeeeeeeennee — — — (216,920) 216,920 —
Net lossfor the year ........ccoovevviiiiniiicene — — — — (194,642) (194,642)
Balance, December 31, 2002.........ccccueeveenee. 484,662,719 484,663 337,746 (411,565) (194,642) 216,202
Transfer of 2002 net loss — — — (194,642) 194,642 —
Net profit for the year................ — — — — 97,019 97,019
Balance, December 31, 2003 .........cccceeevenee. 484,662,719 484,663 337,746 (606,207) 97,019 313,221

@ Common stock

The common stock in Cableuropa, S.A.U. as at December 31, 2003 is 484,662,719 euros and consist of 484,662,719 fully subscribed and
paid ordinary bearer shares with a par value of euro 1.00 each.
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(b) Shareholder

The sole shareholder of the Group's parent company (Cableuropa, S.A.U.) as of December 31, 2003 is Grupo Corporativo ONO, S.A.

In January 2002, all the shareholders of Cableuropa, S.A.U. exchanged their shares in this company for shares in Grupo Corporativo
ONO, S.A. through a capita increase in the latter, leaving Grupo Corporativo ONO, S.A. as the sole shareholder of Cableuropa, SA.U. This

transaction was registered with the Mercantile Register in Madrid in January 2002.

On the same date, the shares of Cableuropa, S.A.U. owned by Grupo Corporativo ONO, S.A. were pledged to secure the Senior Bank

Facility mentioned in note 11.

The shareholders of Grupo Corporativo ONO, S.A. as of December 31, 2003 were the following:

Voating Non voting
Sharehalder Sharehaldings % Shareholdings %
Spanish Telecommunications Limited, S.ar.l.® 44.04 0.00
Céantabrade Inversiones, SA.Z.........cccooovvvviinnriiinnns 17.05 2.94
Ferrovial Telecomunicaciones, SA............. 9.27 1.39
Val Telecomunicaciones, SL.9.................. 9.43 0.44
Grupo Multitel, SA. ..o 9.25 0.24
GE Structured Finance, INC........ccccvveeeeenneee 0.00 3.13
Bas Capital Funding Corporation™..............c.coovvevecemeeeeeeeeeeeeennnn. 0.00 1.42
Capital Communications Cdpg, INC .......cceevirierieriiereieeree e 0.00 1.40
TOMA et 89.04 10.96
(0] Company whose ultimate shareholders are Bank of America, GE Capital and CDPQ.
2 Company wholly owned by Banco Santander Central Hispano.
3 Company which aggregates the main former loca shareholders of the cable multiservice operators.
4 Company whose ultimate shareholder is Bank of America.
(© Reserves (accumulated | osses) in companies consolidated by the acquisition method.

Total ownership
)

44.04
19.99
10.66
9.87
9.49
3.13
1.42
1.40

100.00

As of December 31, 2003 and 2002 the reserves (accumulated deficit) in companies consolidated by the acquisition method are as

follows:

Balance at

12.31.2002
Mediterranea Sur Sistemas de Cable, SA. .....oveeiiieeeeieeeeeeeeeeee 44,451
Mediterranea Norte Sistemas de Cable, SA. ......ooeveveeeecieeeeeeeeeeeeeeee 38,009
Region de Murciade Cable, SA. ... 37,868
Valendade Cable, SA. ...t 53,231
Ononet ComuNiCACIONES, SA.U....uuuiiiiieiiieiieee ettt 1,634
Merlin Servicios Portadores, SA.U. .......eeveeiieeiceeeieeeeeeeeeeiee et 3,656
Argos Telecomunicationes, SA.U.....c.ooiiiiiiiiiniene s (62)
Univertel Comunicagdes Universais, SA. ...ocove oo 4,575
Hydra Servicios de Atencion a Cliente, SA.U. ... 135
NSEC International, B.V.......cuveiiieeeceeeeieee ettt 11
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Eurothousand
Merger Transfer of
movements 2002 losses
— 31,109
— 28,219
— 20,643
— 32,931
(1,634) —
(3,656) —
62 —
— 4,021
(135) —
— (130)

Balance at
12.31.2003

75,560
66,228
58,511
86,162

8,596

(119)



183,508 (5,363) 116,793 294,938

(d) Distribution of net profit

The Board of Directors of the Group's parent company proposes that the net profit for the financial year be transferred to compensate the
accumul ated deficit.

(e Approved capital increases.

On November 25, 2003 the Sharehol der's meetings of four of the Group companies approved the reduction and subsequent increase of the
share capital of these companies in order to reduce their cumulative losses, as shown in the table bel ow:

Eurothousand
.
Capital Capitalisation of Total capital
. - I ibuti .
Mediterranea Sur Sistemas de Cable, SA. .....cccovveeeeennee (45,092 44,025 975 45,000
Mediterranea Norte Sistemas de Cable, SA. .................... (38,910) 44,024 976 45,000
Region de Murciade Cable, SA. ..o (40,790) 24,985 15 25,000
Valenciade Cable, SA. ....coooveeceeceeece e (56,051) 35,327 673 36,000

These transactions are expected to be finalised in 2004 (note 27.b). CABLEUROPA, S.A.U. AND SUBSIDIARIES NOTES TO THE
CONSOLIDATED FINANCIAL STATEMENTS (In Euro thousand, except otherwise indicated)

19. Third party guarantees and other contingent liabilities
Certain Group companies have obtained performance bonds from Spanish credit institutions to guarantee compliance with specific
commitments related to network construction, among others with the Ministry of Science and Technology, City Councils and other organizations

related to the cable television and tel ecommunications licenses.

The breakdown of the commitments under such performance bondsis set out below:

Eurothousand
2003 2002
Ministry of Science and TEChNOIOGY ........ueivieeriiere ittt et st re e s e e 41,911 44,552
City Councils and Other Organi ZatIONS............cereieiere ettt ebe e sreebe e ebe e e e eae s 7,853 9,214
49,764 53,766

Due to the partial conversion of cable telecommunications licenses into telecommunications service licenses, the Group considers that it
will be released from the need to provide a portion of these performance bonds within the short term.

Out of the euro 41.9 million guarantees to the Ministry of Science and Technology, as of December 31, 2003 euro 21.6 million (euro
17.5 million as of December 31, 2002) correspond to bank guarantees for the repayment of the state subsidies described in note 11.e.

20. Tax situation
@ Tax consolidation

In 2002, Grupo Corporativo ONO, SA., the sole shareholder of the Group's parent company presented its application to the tax
authorities for the tax consolidation regime. The Group consolidates for tax purposes from January 1, 2003.
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The parent company for tax consolidation purposes is Grupo Corporativo ONO, S.A. and the Group companies included in the tax group
are:

—Cableuropa, SA.U.

—Valenciade Cable, S.A.

—M editerranea Norte Sistemas de Cable, S.A.
—Mediterranea Sur Sistemas de Cable, S A.
—Region Murcia de Cable, SA.

(b) Corporate Income Tax

Corporate income tax for the year is calculated based on book result before taxes obtained by the Group companies, as adjusted by
permanent differences arising with respect to reported profit or loss, which is considered to be taxable income, less any tax credits or deductions.

The reconciliation of taxable and reported profit at December 31, 2003 is as follows:

Eurothousand
Increase Decrease Amount
Reported profit DEfOre tAXES .......c..i et 150,008
Permanent differences:
(a) arising in iNdividual COMPANTES........ccueiiiiieieiie ettt eb e sresee e se e e e n 32,670 (15,459) 17,211
(b) arising from consolidation adjustments 16,117 (29,067) (2,950)
LI G o L= o o S USROS 164,269

The estimated tax expense for the year 2003 amounts to euro 57.5 million and is the result of applying a 35% tax rate to the taxable
result. Additionally, an income tax credit of euro 4.5 million has been recorded in 2003 in relation to previous years' tax |osses.

(© The movement in deferred tax assets and deferred tax liabilities in 2003 is as follows:
Eurothousand
Opening balance Lncome tax credit/(charge)

Closing

Receivabl balance

efrom Long

Curre Long Merge related term

nt tem TIotal Ls Previousyears Profit 2003 parties assets

Tax credit upt01999....... 38,981 — 38,981 — 4,507 (43,488) — —

Tax credit 2000................ 31,868 56,149 88,017 (42) — (14,007) (12,772) 61,196
132,84 132,84

Tax credit 2001................ — 3 3 27) — — — 132,816
123,44 12344

Tax credit 2002................ — 2 2 — — — — 123,442
312,43 383,28

Total Tax credits............. 70,849 4 3 (69) 4,507 (57,495) (12,772) 317,454
Deferred tax liabilities (15,37 (19,07

2000 ..., (3,696) 9) 5) 42 — — — (19,033
Deferred tax liabilities (35,76 (35,76

2001 ..o, — 2) 2) 27 — — — (35,735
Deferred tax liabilities (17,66 (17,66

2002 ... — 1) 1) — — — — (17,661
Total deferred tax (68,80 (72,49

ligbilities..........cccueeeeee. (3,696) 2) 8) 69 — — —  (72,429)
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243,63 310,78
Total net tax credit........... 67,153 2 5 — 4,507 (57,495) (12,772) 245,025

The Group has recorded tax credits arising from the tax loss carry forwards from 1999 to 2002 (see note 9).

In accordance with current Spanish accounting legidation, in 2002, on top of the euro 123 million tax credit corresponding to the 2002
net losses, the Group recognized the tax credits relating to 2000, as the circumstances that |ed to these credits not being registered in 2000 changed
significantly. The tax credit corresponding to 2000 taxabl e |osses amounted to euro 88 million, as the result of applying 35% to the taxabl e | osses.

(d) Tax loss carry forwards

At December 31, 2003 the Group has the following tax loss carry forwards to be compensated by profits obtained in 2003 (see note 20.c
above) and in future years:

Year Eurothousand
B0 et e e e ee e aa—eeeeeeia—etteeeaaaaattteeeeaaeattteeeeeeeaaaateteaeeaaaatetteeeeaaasttteeteeeeeanneeeeaeaaaaareteaaeaaaarnreeeeaeearns 13
L0003 ittt eeeee et eteeeeeee e eeteeeeeeeiiisesteeeeaaaartteeeeaeeettteeteeeeaaattteaeeaaaatetteeteaaasstteeteeeeanreeeeaeaaaaareteeaaaaaanreaeeaeearann 206
B0 e e e e e aeeeeeeee—eteeeeaaaaattteeeeaeeatateeteeeeaaaseteaeeaaaatetteeeeaaasttteeteeeeainreeaeaeaaaaareteaaeaaaarnteeeeaaeanann 752
L0 ittt ee e ereeeee e e e ateeeeeeeiiieeseeeeeaaaettteeeeaeeetttetteeeeaaaatsteaeeaaaatetteeteaaasttteeteeeeainreeeeaeaaaaareteeaaaaaarnreeeeaeearann 3,103
B0 ...ttt e e et e e e ee e e et t——eeeeeeaa—etteeeaaaaattteeetaaeattteeteeeeaaassteaeeaaaatetteeeeaaasstteeteeeeaanreeeeaeaaaaaseteeaaaaaarnreeeeaeearann 6,860
d00 7 ettt e e ee e e ateeeeeeeei—etteeeeaaaettteeeeaeeettteeteeeeaaateteeeeaaaatetteeeeaaasstteeteeeeeanneeeeaeaaaaareteaaaaaaanteeeeaeeannn 11,107
L0008 ...ttt eeee e e e t—eeeee e e —eteeeeeaaaattteeetaaeettteeteeeeaaaaseteaeeaaaatttteetaaaasttteeteeeeeiareeeeaeaaaaareteaaeaaaarnteeeeaeeanann 10,759
B0 L e e e e e aeeeeeeee—eteeeeaaaaettteeeeaaeettteeteeeeaaateteaeeaaaatetteeeeaaasttteeteeeeainneeeeaeaaaaaseteaaeaaaarnteeeeeeearann 104,465
2000 ... it e e e ee e et e—e et ee e e e ttt——eeeeeaaatesteeeaaaatttteeetaeeaauretaeeeeaaareseeaeaaaaattteeeaaeaasatteeeeeeeannneateeeanaarrreeaeeeeaanreeeeeens 251,437
P20 0 1 PSSO PUSP PSP 366,415
2002 ...ttt e e e e e et e—e et ee e e e ta——eeeeeaatesteeeeaaetttteetteeeaturetaeeeeaaaseteeaeeaaaartteeeaaaaatatteeeeeeeannreateeeaaaarereeaeeaeaanreeeeeans 352,529

1,107,646

In accordance with current legislation, tax-loss carry forwards must be offset within fifteen years from the first year profits are obtained
for companies incorporated after January 1, 1996. Companies incorporated before that date can offset tax-loss carry forwards in the fifteen years
following the year in which they were recorded. The Directors of Cableuropa, S.A.U. consider that these amounts will be recovered within the
deadlines established by law.

(e Taxes and social security

Short term bal ances between the Group and the tax authorities and Socia Security as at December 31, 2003 and 2002 are as follows:

Eurothousand
2003 2002

Accounts recel vable from the tax authorities and Social Security (see note 5)
VAT FECEIVADIE. ......cviet ettt eb et b bbbt en e ens 23,663 54,435
Withholdings and interim paymentS MAOE ...........cuoieiiiriereiie ettt e e e e e eeneees 9 1,488
S (0 R = e o (10 L1 £ — 70,849
(0107 £ OO TSSOSO TSP SO U TR TP PITPYPTPTORORIPYN 1,556 2,823

25,228 129,595
Accounts payable to the tax authorities and Social Security (see note 12)
VAT PAYBDIE. ..ottt bbbt ea et b bbbt en s 10,829 10,370
Personal income tax withholdings payable. ..o 1,446 3,225
SOCial SECUNILY PAYADIE ...ttt ettt ettt b et e eb e e ebe e se e s aeebesae s 1,209 2,411



Deferred taX [Haility .......cc.e ettt er e se e n — 3,696
13,484 19,702

The Group's tax returns for most of the taxes to which it is liable are open to inspection for all years which have not become
statute-barred. Group management do not expect any significant liabilities to arise in the event of an inspection of these years.

21. Income and expenses

@ Revenues
Eurothousand

2003 2002 2001

Residential services
I 1= o] o0 YOS SPRTRR 184,035 133,072 79,342
BLIC= LY T 83,032 62,336 38,305
191= 1 0= 62,299 39,056 18,104
BUSINESS QN0 OLNET SEIVICES......eeeiiiiee ettt e ettt et et ee e e et e e e e s ae s s st b bbeeaesssababeseee s s nnnresaessssssrsbensenas 29,221 18,974 7,854

358,587 253,438 143,605

(b) Cost of services

Direct cost of sales mainly includes programming, interconnection and connectivity expenses.

(© Selling, general and administrative expenses
Eurothousand
2003 2002 2001
WWAZES @M SBIAITES. ...tttk ettt et bbbttt e bbbttt et bbb n e 50,842 53,673 51,713
Employer's Social Security contributions and other employee COSES........ccviiiriiiiinerie e 17,001 15,586 23,260
TaXxXeS OthEr thAN INCOME T8X .......ceiieeeieee ettt ee e et e be e e ee s st e b be e e eessaaabeeseessssbssaassssssssssaasassssssnnes 5,262 4,490 2,597
OtNEr OPEIAING EXPENSES ...ttt ettt ete e et e ree st e ree st e beaseeabessesseesb e ss et e asseebeabeeebeeaee et e saesaeabesnean 93,014 107,072 110,896

166,119 180,821 188,466

In 2003, 2002 and 2001, the Group's average number of employees was as follows:

Professional category 2003 2002 2001
EXECULIVES ...ttt ete ettt et e e e eatte e e ettaee e aseeae e st e e aasbeeeesssaeeasesaaanees e nsteeeeasbesasesaeannesaansteeessraeesassnnnanns 49 59 65
Technicians and Middl€ MANAJEMENL ...........uii ittt sttt b et ese e et e ebeeebe e seeebeeaeesneenes 1,413 1,366 1,628
AMINISITALIVE AT .....ceviee ittt ettt e et e e e e e ettbe e ettseeeessesaeaseesaassbeseassaeeeasessaaneessansteeesssseesassennanns 291 240 103

1,753 1,665 1,796

An andysis of Other operating expensesis as follows:

2003 2002 2001
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RENEBI EXPENSES ...ttt ettt ettt ettt te bt st bt a e bRt et £ eh s e b £ eh s e eb e e eR e et e et et e bt ente et sneebeanean 23,217

Professiona services................. 17,863
Marketing and selling expenses.... 12,288
(@101 == AV o< 17,453
Provision fOr dOUBLTUL BCCOUMES ...........uueiiiie ittt ettt e e et ee e e e e e s et breee e s sr s e aeasssssssbbasaaeeaes 13,803
S o) o] 1 T= OSSPSR SRR 5,339
BanK COMMUISSIONS .....ueeieeeieeeetet e ettt e e e et e e eeeeeesssabbeeseesssaaaa e s aeasasssssaeessaeesassssessaes s sssssbaasssessssaeassassans 1,806
INSUFANCE PIEIMIUMS ...ttt ettt et ettt e st et e st et e aeemee b e se b e st eab e es st eb e eb e e eb e e eeeeee e eee et e ebeemeebesmtensennnan 1,102
(@ 11 g0 1< TP SRRR 143

93,014

(d) Costs capitalized as property and equipment and start-up costs

26,617
25,571
20,083
13,431
13,338
4,981
1,484
980
587

107,072

19,571
37,398
18,447
19,011
8,154
6,315
612
740
648

110,896

The expenses associated with the development and construction of the Group's networks are capitaized as an addition in the cost of the
network. These expenses are recorded under the heading "Costs capitalized as property and equipment and start-up costs' in the consolidated
statements of profit and loss. Furthermore, up to 2002, a portion of operating expenses was capitalized as start-up costs since severa Group

companies were till in a pre-maturity stage during 2001.

(e Net Financial (expense)/income
Eurothousand
2003 2002
Financial income:
Interest on restricted cash dePOSItS (SEE NOLE 4).......ooieiiiieeieeiieteiie ettt 79 496
Interest on fiXed-iNCOME SECUTIES ........cueiii ettt 242 649
EV C reval uation iNCOME (SEE NOLE 14)......cui ittt ettt st e se e — 51,492
Exchange rate differenCeS—0aINS. .....c.uiiieiiieie ettt et et se e see e se e e e be e 1,937 19,096
(©101c B {107 010 = T 0001 (ST 1,069 2,418
3,327 74,151
Lessfinancial expense:
BanK COMMUSSIONS ......uviiiiiieeiiteeie e ee e ettt te et e e e et e e e e s st e eessaesssbabessaesssassbesassssassraseasssssssanbnssasssssens 3,677 7,949
Amortizati on Of AEfErred EXPENSES. ... .cii ettt ettt ee e enen 10,024 13,347
Interest on Dbt rel ated 10 NOLES ISSUES.......cccoiiiuvriiiiie it ee e e s et e e e e et e e e s ssssstasbeassssssasbeaseessrnnns 66,951 125,093
Interest 0N SENior Bank FaCility.........cc.ecuiiiiiiiieie ettt 25,511 11,602
[T (== A0 N 1O O X Lo 7= o RS RRTSR 6,611 —
Loss on derivative iNStruments (SE8 NOLE 13) ......eovviiiieieiee ettt st 17,647 —
Exchange rate differenCeS—IOSSES........ccui ittt ettt 1,509 9,167
Other fINANCIEl EXPEIMSE. ... eieeiiiieter ettt ettt st e et re et be st be s heebe b e et e beenbebeenneebeeseeenean 1,645 3,754
133,575 170,912
NEL FINANCIAl EXPEISE. ...ttt ettt sttt ettt bbbt es s et eb et et e e eeeebeesee et e neesaeenee (130,248) (96,761)
) Net extraordinary income/(expense)
Euro thousand
2003 2002
Extraordinary income:
Cancellation of the NOtES (SEE NOLE 11.0)......eeuvirueeiiieeiiiieeiee ettt ere et eee s 313,619 —
Gains on disposals Of taNQibIE @SSELS.........ccuiiiiiiiiie et — —
Application of the provision for phantom Plan ..o — 16,660
Reversal of allowance for doubtful GCO0UNLS............oooiiuiiiiiiieeecee et e e 4,092 —

2001

2,697
5,177
33,246
598

41,718

9,279
8,225
129,925
5,021

29,047
7,091

188,588
(146,870)

1,047
749



Other eXtranrdiNary INCOMI..........oueiuietieieete ettt etee et eteesteeree et e st e st e besseesbesseeneesssenbeabeenseebeeeaeeseeseeenes 3,185 353 2,453

320,896 17,013 4,249

Less extraordinary expenses:
LSS 0N dip0Sal Of FIXEA GSTLS.....c.viieii ettt ettt se e et 1,604 — 524
Provision for guarantee execution risks and others — — 3,000
Scrapping Of taNGIDIE @SSELS ... ..ottt er e e eee s — — 932
Write off and provision for depreciation of intangible assets..........couviiiiiinine e 6,163 — —
Write off and provision for depreciation of tangible 8SSet..........c.ocviiiiiiiiinine s 14,376 34,281 —
Write off of start-up costS (SEe NOLES 3.9 8N 6) .....ccuveviriiiiiiiiicetiet ettt ees — 139,859 —
Provision for discontinued operations in Portugal (SEe NOLE 15)........ccueiereieiiriieiieiee e — 10,922 —
Other eXtranrdiNary EXPENSES ......c.erueiterteeteateasteateeateeteeateeseeaatesee st asteaseessesseensesssenseassanseasesaseasesseesnes 493 3,714 3,134
22,636 188,776 7,590
Net extraordinary iNCOME/(EXPENSE) ......cueeiueruiereeertese et esieetestesieebesssebeesseebeebseeseeaeeeseeseeseesiesneesesnnan 298,260 (171,763) (3,341)

Provision for share-based compensation plan (Phantom Plan)

The "Phantom Plan" provides certain eligible employees and directors with the right, subject to vesting, to receive the difference between
the fair value of certain number of shares of Cableuropa, S.A.U. (estimated by the Board of Directors) and their exercise price. The maximum
period to exercise the options is 10 years. The liability under the Phantom Plan is recalculated annually. Changes in the estimated fair value of the
options are recognized fully in the statements of profit and loss in the year incurred.

Options granted under the Phantom Plan vest progressively in equal thirds on the 3.5, 4.5 and 5.5 anniversaries of the effective date of
grant.

As of December 31, 2002, as a result of the decrease in the fair value of the shares of Cableuropa, S.A.U. for the purposes of the
Phantom Plan as determined by the Board of Directors of the Company, an extraordinary income of euro 16.7 million was recorded in the
consolidated statements of profit and loss.

As of December 31, 2003, for the purposes of the Phantom Plan, the Group's Board of Directors has considered that the fair value of the

shares of Cableuropa, S.A.U. has not varied. Furthermore, in 2003 certain directors, former directors and executives of the Group have been
granted options referenced to the value of Grupo Corporativo ONO, S.A. shares.
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CABLEUROPA, SA.U. AND SUBSIDIARIES NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (In Euro thousand, except

otherwise indicated)

21. Income and expenses

A summary of the Phantom Plan is as follows:

Outstanding at beginning of period...........cccc....
Granted during period ...........coooererenenieeneneeniens
Cancelled during period ...........ccoeeveveenieneeneneenienns

Outstanding at end of period.........ccccevcviienninienns
Vested at end of period .........ccocevrieiiniiiniiiienies

December 31, 2003 December 31, 2002
Weighted Weighted
average aver age
Number of exercise Number of exercise
13,716,373 1.87 15,210,991 1.90
9,978,951 1.00 — —
(9,534,119) 1.99 (1,494,618) 2.69
14,161,205 1.13 13,716,373 1.87
9,320,212 1.14 5,948,728 1.16

22. Balances and transactions with Group companies and related parties

The balances as at December 31, 2003 and 2002 with group companies and related parties and volumes of transactions carried out with

them in 2003, 2002 and 2001 are set out below:

Eurothousand
Accounts Commercial Eixed assets Interest
Balances (excluding receivable Tax suppliers suppliers payable
Grupo Corporativo ONO,
SA. s — 12,772 — — 98,464 6,611
Spanish
Te ecommunications
Limited, S.ar................ 365 — 111 — — —
Unién temporal de
empresas? .........coou...... 85 — — — — —
Grupo Multitdl, SA. ......... 391 — 49 — —
Grupo Ferrovidl................. — — 178 28,764 — —
Total balances at
12.31.2003.......ccvvevvenee. 841 12,772 338 28,764 98,464 6,611
Total balances at
12.31.2002.......ccvvervenne. 31,853 — 395 18,328 — —
(0] Balance in relation to tax consolidation since 2003, included under the caption "Financial assets" (see note 9).
() Valencia de Cable, SA., Mediterranea Norte Sistemas de Cable, S.A. y Mediterranea Sur Sistemas de Cable, S.A., Unidn temporal de
empresas, Ley 18/1982.
Eurothousand
Services Longterm Inter est Interest
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Other related parties

Grupo Corporativo ONO, S.A.......uiiiieiieaieeeteeiteetee ettt e see e e e s e bbb neenees 2,000 2,098 119 6,611
Grupo Ferrovial...........cocenee. — 33,039 — —
Total transactionsin 2003 2,000 35,137 119 6,611
Total transactionSin 2002.........ccoceeiieieeeeeiieeeitree e e ereee e eereeeesteessree e s srrseeasseaanneens 1,031 58,508 476 —
Total transactionSin 200L.........ccoieieiiciieeeiieeciree e ereee e eereeeeebe e esree e e srreeeseneeeaaneens 1,330 96,272 — —

@ Balances and transactions with the sole shareholder Grupo Corporativo ONO S.A.

In addition to the shareholder's and participative loan contracts detailed in notes 16 and 17, on March 30, 2002, the Group entered into a
management contract with Grupo Corporativo ONO, S.A., its sole shareholder. The related fees amount to euro 2 million and euro 0.3 million in
2003 and 2002, respectively.

(b) Transactions with shareholders of Grupo Corporativo ONO, S.A.

During the course of normal business the Group companies enter into transactions with associated companies under conditions that are at
least as favorable to the Group as those offered by third parties. These transactions are approved by the Board of Directors.

Some of the shareholders of Grupo Corporativo ONO, S.A. or related parties to them are involved in some of the financing operations of
the Group described in note 11.

23. Directors Remuneration
The amount accrued to members of the Board of Directors for fees and other remuneration totaled euro 1.2 million in 2003 (euro

1.1 million in 2002). In addition, at December 31, 2003 the members of the Board of Directors of Cableuropa, S.A.U. had been granted 4,637,037
options within the framework of the Phantom Plan (2,433,497 at December 31, 2002).

24. Director's shareholdings, positions, functions and activities
In compliance with article 127 ter.4 of the Spanish Corporate Law as modified by Law 26/2003 dated July 17, 2003, aiming to improve

the company's transparency, the details of the different shareholdings owned, positions and functions held by the directors of the Group's parent
company in compani es with the same, anal og or complementary activity to the one carried out by the Group are set out below:

Owner ship
Director Company Activity % Podition
Cable Member of the Board of
Leopoldo Calvo-Sotelo Grupo Corporativo ONO, S.A. telecommunications — Directors
Cooperation of cable Member of the Board of
Richard Alden ECCA operatorsin Europe — Directors
Cable
Grupo Corporativo ONO, S.A. telecommuni cations — Chief Executive Officer
Telecommunications
Multitel Holdings, S.L. Grupo Corporativo ONO, SA. holding company — Chairman
Consultancy to
telecommunications Chairman and Chief Executive
Grupo Multitel, SA. companies — Officer
Consultancy to
telecommunications
Cable Union, S.L. companies 53.60 —
Cable Member of the Board of

Nicolas Villén
Raimo Lindgren

Grupo Corporativo ONO, SA.
Grupo Corporativo ONO, S.A.

telecommunications
Cable
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telecommunications Directors

Mr. Leopoldo Calvo Sotelo and Mr. Nicolas Villén declare to have non significant shareholdings in quoted companies with the same,
analog or complementary activity to the one carried out by the Group.

25. Auditors remuneration

In compliance with the 44/2002 Law of Finance, disclosure is made of the remuneration of all of the companies integrated in the
PricewaterhouseCoopers' worldwide organization of which the amount for other audit services includes the remuneration with respect to the audit
of financial statements filed with the SEC. All 2003 auditors remuneration has been approved by the Audit Committee of Grupo Corporativo
ONO.

Eurothousand
2003 2002
AUAIT SEIVICES ...eeeiiieee ettt et ee e ettt ettt e ettt te e e eteeeeseseeaaateeeessaeeeabaeesaasessannsesannsteessssaeesaseneeanseeens 196 196
OhEr QUAIT SENVICES ....vee vttt ettt e et e et e e et ae e e etb e e e etaeeeeteeeeabeeeetsbeeestseeennseesnseens 154 261
350 457

26. Enviromental matters

The Group complies with the main applicable environmental legislation and has gradually put in place the necessary procedures to
manage enviromental risks and conduct the appropriate corrective measures to minimise the enviromental impact of its operations.

The Group considers that there is no significant contingency or potential liability in relation to environmental matters thus in 2001, 2002
and 2003, no provision has been accrued in this respect.

27. Subsequent events
@ Acquisition of Retecal by the Group's sole shareholder

Grupo Corporativo ONO, S.A., the sole shareholder of the Group, announced on February 10, 2004, that it had completed the purchase of
61.0% of Retecal, Sociedad Operadora de Telecomunicaciones de Castillay Ledn, SA. ("Reteca"), the cable operator for the region of Cadtillay
Ledn, in exchange for 8.4% of the share capita of Grupo Corporativo ONO, S.A., post the acquisition.

The new beneficial shareholder of Grupo Corporativo ONO, SA. after the purchase of 61% of Retecal, is Sodinteleco, S.L.
("Sodinteleco"). Sodinteleco is a holding company owned by most of the former shareholders of Retecal. These shareholders consist primarily of
regional financial ingtitutions, construction companies and local businesses.

(b) Capita increases
On November 25, 2003 the Sharehol der's meetings of four of the Group companies approved the reduction and subsequent increase of the

share capital of the companies, as detailed in note 18.d. The final amounts of the capital increases subscribed by the relevant shareholders in
February 2004 are as follows:

Euro thousand
ital i
Capital Compensation Pending
Mediterranea Sur Sistemas de Cable, SA. .................. (45,092) 44,025 244 731 45,000
Mediterranea Norte Sistemas de Cable, SA. ............... (38,910) 44,024 244 732 45,000
Region de Murciade Cable, SA. ....ooiiiiiviiiieene (40,790) 24,985 — — 24,985
Valenciade Cable, SA. ....ccoooee et (56,051) 35,327 168 505 36,000
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Following the transactions above, Cableuropa, S.A.U. became the sole shareholder of Region de Murcia de Cable, S A. CABLEUROPA,
S.A.U. AND SUBSIDIARIES NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (In Euro thousand, except otherwise indicated)

28. Statements of source and application of fundsfor the years ended December 31, 2003 and 2002

Eurothousand Eurothousand
Application of funds 2003 2002 2001 Sourcesof funds 2003 2002
Funds absorbed by operations 137,406 134,261 210,990 Funds provided by operations — —
Additions to:
Start up CoStS ...ooevveeeieiens 1,607 13,243 38,402 Participative loans................. — 300,000
Intangible assets............c.c..... 5,755 5,777 12,680 GCOI0aN.....c.coeriririireeirienns 98,464 —
Tangible assets.........ccoeeeene. 198,598 252,873 359,664 Increasein longterm debts.... 254,070 171,077
Increasein long term
Financial assets..........cccceuee. 5,020 — 696 liahilities........cccoovvreeirnenne 3,627 —
Proceeds from disposal of
Deferred expenses................. 3,352 5,242 85,449 tangible assets.........ccceeveene. 9,314 5,610
Share capital decrease........... — — 7,118
Short term portion of
Acquisition of Notes.............. 143,815 — — intangible assets..........cc.e..... 1,542 4,039
Short term portion of long Short term portion of financial
termdebt ..o, 2,516 4,604 3,670 BSELS....cceveriiriiniiieeeeeieas — 67,928
Change in working capital due
changes in scope of
consolidation.............ceeeunes — — 6,424
Application of provision for
COMMItMENES......evveeeeeeeiennes 8,041 — —
Tota applications.................. 506,110 416,000 725,093 Total SOUrCeS.........cvvveueneenns 367,017 548,654
Surplus of sources over
application of funds Excess of applications over
(increase in working capital) sources of funds (reduction in
.......................................... — 132,654 — working capital) ........cccceeee.e. 139,093 —
Eurothousand
2003 2002 2001
Change in working capital Increase Decrease Increase Decrease Increase
CBSN . 57 — 646 — —
Short term INVESEMENES.......coceiveeeeiee e — 26,054 11,292 — —
ACCOUNES FECAIVADIE ... — 135,036 65,760 — 23,534
Other CUITENE GSSELS.........uvveeieieeieeeieeeeeeserreeeee e — 3,893 — 7,481 —
Contributions due from shareholders..........c.cccccoeene. — — — 2 —
Current liabilities 25,833 — 62,439 — 68,362
TOtal oo 25,890 164,983 140,137 7,483 91,896
Change in working capital — 139,093 132,654 — —
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569,908

969

4,524

25,982

601,383

123,710

Decrease

2,858
60,988

1,762
149,998

215,606
123,710



Sour ces gener ated/(applied to) operations 2003
Profit/(loss) attributable to the parent COMPANY.........coieireereiieririe et 97,019
Profit/(loss) attributable to minority shareholders..........ccocovoeeieiiiie i —
Amortization of fixed assets and StArt-UP COSES.......couiiiriiiiirieeee et 102,422
Amortization of goodwill 0N CONSOIAALTON.........ccceiueiiiiiiiice e 13,390
Amortizati on Of AEfErred EXPENSES.......cooeii ettt se ettt ee e 10,088
WIite-Off OF SEAM-UP COSES.....uiitiiieietie ittt ettt se ettt e et e s et be e bean 781
Write-off and provision for intangible aSSetS..........cocueieiiiiiricic e 6,163
Write-off and provision for tangible aSSets..........cocovuiiiiiiiiic e 14,376
Losg/(gain) 0N diSPOSal OF @SSELS........ccueiuiiiie ettt ettt sre e se e e n 1,545
IMPai rMENt Of GOOAWITT ...ttt et sre e see s —
ProviSion fOr INCENEIVE PlaN.........ooiii ittt ettt ettt e ee s st e ae s e e e s sraabeea e s 2,100
Effect of revaluation of Phantom Plan.............ccoeieriiiine e —
Cancellation of provision for liabilities and Charges..........coooueerie e (2,726)
Provision for discontinuing operations in POrtUGal ...........ccooeeieiiiriniiiniicierie e —
Gain from cancellation of the Notes (352,540)
Capitalization of tax credit ........ —
Income tax balances................... (12,774)
Exchange rate differences.......... (18,133)
Other long term financial loss.... 883
Other extraordiNary EXPENSES ........eitertiriieteeteeiteeteeereeteeseeeree st e see st abesaeebessesabesseesbeebeesseereeseas —
Effect of revaluation Of EVC ........oooiiiiieiie e —
Changes in shareholding of SUDSIAIANIES ........c.ccuiiiiii i —
Total sources applied 10 OPEIELI ONS.........ccuuiuiriiriiiiieiie ettt et re et e et enb e eenneeees (137,406)

Eurothousand
2002

(194,642)
(818)
98,303
13,434
14,156
139,859

34,281

754
(16,660)
(1,371)
10,922
(211,459)
36,736
(9,966)
3,714
(51,492)
(12
(134,261)

2001

(216,920)
(1,723)
80,773
13,753
8,223

2,000
(969)

(97,083)
(5780;)

(210,990)

CABLEUROPA, SA.U. AND SUBSIDIARIES NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (In Euro thousand, except

otherwise indicated)

29. Differences between Spanish and US GAAP and other required disclosures

The consolidated financia statements of the Group are prepared in accordance with Spanish GAAP, which differs in certain material
respects from US GAAP. A description of these differences and a reconciliation of net profit/loss and shareholders' equity from Spanish GAAP to

US GAAP are presented bel ow.
. Reconciliation of shareholders equity and net profit/(loss)

Reconciliation of shareholders' equity:

Eurothousand

At December 31,

2003

Shareholders' equity in accordance with Spanish GAAP............ccociviiiiiinne 313,221
US GAAP adjustments:

SLOCK ISSUBNCE COSES, NEL ...ttt ettt see et e e s s €) (2,966)

Foreign exchange deferred inCome ..o oieie e (b) 36,864

Valuation allowance on taxX CreditS..........c.eieeiireeieeiee e (0 (154,678)

Research and devel OpmMENt COSES...........eeirieereieeree e (d) (21)

Capitalization Of INEEIESE .........oieiiiierie et e e (e 27,475

Depreciation of tangible @SSELS..........coueiieiiiie e ) (21,325)

Stock-based COMPENSALION. ......ccueiueiertiie et eere et see s s (9 —

GOOOWI T ..ottt bbb (h)@) 239,222

Derivative financial INStrUMENES...........oeieiiiniie e ) (5,114)

At December 31,

2002
216,202

(4,673)
26,324
(146,179)
(56)
24,360
(22,983)
219,387
7,045



Provision for discontinued operations in Portugal (k) (269) 798
ACCIUEd EXPENSES.......eiueeeeeiteeteeseeeseeseeeree st ree e ) 1,700 —
Minority interests related to US GAAP adjustments (m) (602) (213)
Net deferred tax effect of US GAAP adjustments..........ccvovevvevenenesenenenens (0 (5,004) (4,284)
Shareholders' equity in accordance with US GAAP...........ccooviieviiienieiee 428,503 315,728
Statements of changes in Shareholders equity under US GAAP
Euro thousand
2003 2002
Shareholders' equity under US GAAP 8S Of JANUAIY L........cooioiieiiiieiiiiiieeieieete ettt anean 315,728 443,805
LESS. SLOCK ISSUBINCE COSL ... veaveevteeteeuteeteeseeereeseeeree st et e sae et sbees e st es b es bt es b e ebeehe e eh e se e e e se e e ae e seembeaheenb et e ensenbeaneeeeeeneean 4 (993)
Other COMPIENENSIVE INMCOME. ... ettt ettt ettt b bbbt s et eb et et e et e e see e ae e et e besaeambeeseenbebennsenbeanean (1,684) (1,684)
NEt Profit/(I0SS) FOr tE YEAK ...ttt ettt et e et st et e e s bt e mbe b e b e b e b enbeannan 114,463 (125,400)
Shareholders equity under US GAAP as of December 31 428,503 315,728
Reconciliation of net profit/(loss):
Eurothousand
Year ended December 31,
2003 2002 2001
Net profit/(loss) in accordance with Spanish GAAP..........ccooeiiieincc e 97,019 (194,642) (216,920)
US GAAP adjustments:
Reversal of amortization of StOCK iSSUANCE COSES .......ceiivvvriiiiieeciieiiee e e eere e s seessrsrae e e e e e saaeaees @ 1,711 1,709 1,314
Foreign exchange deferred income (b) 10,540 26,259 (5,563)
Valuation allowance on tax credits (0 (8,499) (90,585) (31,696)
Reversal of amortization research and development costs (d) 35 15 34
CapitaliZation Of INEEMESE COSES.....c.verueitirieitiett ettt ettt ettt ettt b et eneeeees (e 4,561 6,281 11,081
Amortization of CapitaliZed INLEIESt...........cooiieie et (e (1,446) (1,270) (617)
Depreciation of Property and eqQUIPIMENE ..........cocoiiiereiiere ettt se e )] 1,658 14,870 (18,832
StOCK-hased COMPENSALION. ......cueiieierteieeie ettt et e ettt st b e b et ebeenbeeneeeeas (9 — (2,833) (8,448)
Goodwill related to corporate reorganiZation .............ccovereereerieeniese e eree s (h) — — (24,003)
AMOrti ZatioN ON GOOAWII ...ttt e e ee s s e et e aee e e e e s sbasanes (i) 19,835 19,870 —
CrOSS-CUITENCY SIVBIS. .. eeeeemteaueeneestaantesssasseessasseeseaaseaaeeaseaaeasaeaaeesseansesssansesssansenseansensesseessen 0 (10,475) (9,688) 15,048
Provision for discontinued operations in POrtugal ............ccocuereieiiineiiieeeceeeee e (k) (1,067) 798 —
ACCIUBH EXPIEINSES. ... eeve ettt eeeeete et e see et e be et e be e ee b esse et e bt eat e et e e eeeebeesee et e sae et e sseabesiesnbesnns )] 1,700 — —
Sz T T ol oo = (= SO SURPRUTRPSPRRPPR (n) — (11,970) (33,514)
Reversal of amortization of Start-Up COSES ........oiierieieiieere ettt (n) — 139,859 25,979
Minority interests related to US GAAP adjUStMENtS .........cooueiieiiiriinieiieeieeee e (m) (389 (1,826) 181
Net deferred tax effect of US GAAP adjUSIMENES.........cooieiiiiiiniiiiecieeiee e (0 (720) (22,347) 18,063
Net profit/(10ss) in accordance With US GAAP ..ottt 114,463 (125,400) (257,893)
@ Stock issuance costs. Under Spanish GAAP, costs associated with equity stock issuances are capitalized as non current assets

and amortized over five years. US GAAP requires stock issuance costs to be presented on a net basis within equity against the proceeds from the

stock issuance, without amortization.

(b) Foreign exchange deferred income. Spanish GAAP requires unrealized foreign exchange gain in excess of recorded foreign

exchange losses to be deferred until they are reaized. Under US GAAP they are accounted for as financial income when generated.
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(© Tax credits. Spanish GAAP permits the recognition of deferred tax credits, induding those arising from net operating loss
carryforwards, if it can be demonstrated that the deferred tax credits can be realized within a ten-year period from the date on which the assets
were generated.

Under US GAAP, deferred tax credits and liabilities are recognized for al differences between the accounting and tax basis of assets and
liabilities. Valuation allowances may be recorded against deferred tax credits if it is "more likely than not" that these assets will not be realized.
Under US GAAP, a partia valuation allowance has been recorded against deferred tax credits that are fully recognized under Spanish GAAP. The
cdculation of the partial valuation allowance recognized under US GAAP is based upon the anticipated utilization of net operating loss
carry-forwards in future years.

The reconciliation of shareholders' equity and net loss between Spanish and US GAAP a so ind udes the deferred tax effect on US GAAP
adjustments. The tax effects of temporary differences, carry-forwards and US GAAP differences that give rise to deferred tax liabilities and assets
under US GAAP as of December 31, 2003 and as of December 31, 2002 are as follows:

Eurothousand

Current and non-current 2003 2002
Deferred tax liabilitieS—proviSion 0N INVESLMENES .........cuoiiiiiriiiiiieiee ettt e et eas e eneeeees (72,429) (72,498)
Deferred tax credits—net operating | osses carry-forward 317,454 387,790
Tax effects of US GAAP adjuSIMENtS..........c.oveivineriiiinieeee e (12,510) (10,711)
DIEFEITEA LBXES. ..ottt ettt ettt etttk ettt b b 1e bt E b 4£ 4 H e £ e b b et bbb et b bbbt er e e en s 232,515 304,581
Tax receivable from related PArtieS..........o.ui i ettt eb et e e sre e e e e e eae s 12,772 —

245,287 304,581
V= TN Lo I Ko T g o =TSSR (147,172) (144,259)
(DS (S A (=0 = (=T 1= R 98,115 160,322

A reconciliation of the computed tax at the Spanish statutory tax rate and the income tax recognized in accordance with Spanish GAAP
for the years ended December 31, 2003, 2002 and 2001 is as follows:

Eurothousand

2003 2002 2001

Computed tax at the Spanish Statutory rate Of 35%0......c.uevieriiiiere e 52,503 (129,564) (110,504)
NON AEAUCETDIE BXPENSES.. ... ittt ettt b ettt e e see et e see e e sieene s 6,025 54,807 18,938
Differences due to consolidation adjUSIMENES .........ccceiiiieiieiirieeie ettt (1,032 (31,023) (5,517)
Registered corporate income tax current year............... 57,496 (105,780) (97,083)
Registered corporate income tax from prior years (4,507) (68,943) —
Total registered COrPOrate INCOME LAX ........ueruerueriiriiieeieeteetteereeieeeteesee et e see e e sieseesbesnaesbesnsesenns 52,989 (174,723) (97,083)
(d) Research and devel opment costs. Under Spanish GAAP, research and devel opment costs are capitalized as intangible assets if

the Group considers that there is no reasonable doubt about their future success and profitability and they are amortized over a period not
exceeding five years. Under US GAAP, these costs are expensed as incurred.

(e Capitalization of interest. Under US GAAP, interest costs that are directly related to the construction or production of assets for
the company's own use must be capitalized and amortized over the expected life of the assets. Under Spanish GAAP, capitalization of interest cost
isoptional. The Group has chosen not to capitalize any interest cost under Spanish GAAP.

) Depreciation of tangible assets. Under Spanish GAAP, during the prematurity period, property and equipment are depreci ated
on a straight-line basis, athough weighted depending on each operating company's stage of development. Under US GAAP these assets are
depreciated on a straight-line basis over the useful lives.

(9 Stock-based compensation. Under Spanish GAAP, compensation expense for the Phantom Stock Option Plan is recorded for all
options from the grant date to the exercise date, without regard for vesting provisions. Under US GAAP, compensation expense is recorded based
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upon the accumul ated amount of options vested.

The weighted average remaining contractua life of the options outstanding as of December 31, 2003 is 8 months.

(h)

Goodwill related to the Corporate Reorganization

In November 2000, the Company carried out a corporate reorganization which involved the issuance of Cableuropa ordinary shares to
acquire additional shareholdings in its Spanish subsidiaries and the redemption of the participative loans.

Under Spanish GAAP, the corporate reorganization transactions gave rise to goodwill of euro 387.4 million. Under US GAAP, the
corporate reorganization transactions gave rise to goodwill of euro 601.4 million and an extraordinary loss of euro 3.8 million, as explained below.

Value of Ordinary Shares Issued

Under Spanish GAAP the corporate reorganization was accounted for based on a value for the Group's ordinary shares as fixed
by the Board of Directors. Under US GAAP, it was accounted for at fair value of the ordinary shares issued.

Management of the Group considered the fair value of the corporate reorganization to be equivalent to the market value of the
shares, as estimated by the Board of Directors. The market value was estimated by applying a generally accepted valuation
method.

Redemption of Participative Loans

In 2000, the Group redeemed all outstanding participative loans in connection with the corporate reorganization. Under Spanish
GAAP, the redemption of these loans in exchange for ordinary shares did not give rise to a gain or loss. Instead, as the
redemption of the loans was in connection with the acquisitions of the minority interests in the Group's subsidiaries, the
difference between the value of the ordinary shares issued to redeem the loans and their carrying amount was recorded as
goodwill.

Under US GAAP, the redemption of debt did not give rise to goodwill but, instead, triggered an extraordinary loss since the
value of the consideration used to redeem the debt was in excess of the carrying value of that debt on the date of redemption.

Summary

The following table summarizes the all ocation of purchase price to acquired net assets under US GAAP.

Eurothousand
Participative

Shareholdings loans Cash Total

Fair value of consideration issued........... 560,728 15,025 730 576,483
Less: Fair value of minority interests

ACQUITEd.....ovieieeeeeieeee et (39,930) 11,198 — (28,732)

Less: extraordinary 10SS..........cccevverienee. — 3,827 3,827

GOOAWI ] ..o 600,658 — 730 601,388

0] Amortization on goodwill

Under Spanish GAAP, the Group records amortization on goodwill. Under US GAAP, the provision of SFAS 142 (1) prohibits the
amortization of goodwill and indefinite-lived intangible assets, (2) requires that goodwill and indefinite-lived intangible assets be tested annually

for impairment and (3) requires that reporting units be identified for purposes of assessing potential future impairments of goodwill.

In connection with the adoption of SFAS 142 on January 1, 2002 the Company ceased goodwill amortization as of the beginning of the

year 2002.

SFAS 142 requires that goodwill be tested annually for impairment. Goodwill impairment is tested using a two step process, whereby the
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first step identifies a potential impairment and the second step measures the amount of the impairment | oss, if any.

The Company has determined that it has one reporting unit in Spain under the guidance of SFAS 142. In order to identify a potential
goodwill impairment loss, the fair value of the reporting unit was compared with its respective carrying amount, including goodwill as of June 30,
2003 and 2002. Sinceits fair value was greater than its carrying amount, goodwill was not considered impaired.

In relation with the Portuguese cable operator subsidiary, which also can be considered as a reporting unit under the guidance of
FAS 142, in 2002 the Group took the decision to cease its operations, accordingly, its allocated goodwill amounted to euro 0.8 million on
December 31, 2002 was considered impaired. Under Spanish GAAP the Group a so recognized a provision in this regard.

The Group tests the Spanish reporting unit's goodwill for impairment annually, or before if there is any triggering event that may indicate

that the fair value of the reporting unit has fallen bellow its carrying amount, as required by SFAS 142. As result of the test carried out during this
year the Goodwill continues not to be considered impaired.
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1) Derivative financia instruments

Under Spanish GAAP, hedging cross-currency swaps are accounted for off balance sheet. However, for hedging transactions, potential
losses are recorded if anticipated. Prior to January 1, 2001 the same accounting treatment was applied under US GAAP.

On January 1, 2001 the Group adopted Statement of Financial Accounting Standards No. 133, Accounting for Derivative Instruments and
Hedging Activities (SFAS 133), as amended by SFAS 137, SFAS 138 and further interpreted by the Derivatives Implementation Group (DIG). On
this date, the Group recorded a net cumul ative-effect transition adjustment of euro 5.0 million in other comprehensive income in accordance with
the transition provisions of SFAS 133 under US GAAP. This adjustment to other comprehensive income is being amortized into the statement of
profit and loss account over the life of the underlying debt. Subsequent to January 1, 2001, the Group has elected not to designate these derivative
financial instruments in a qualifying hedging relationship and thus under US GAAP recorded them at their fair value with changes in fair vaue
recognized in the statement of profit and loss as they occur during the year.

(k) Provision for discontinued operations in Portugal

In view of the decision of the Group to focus its activities on its core business in Spain the Portuguese operations were ceased and the
process for the sae of the shareholdings of Univertel, the Portuguese subsidiary, was initiated in 2002 and due to certain circumstances has
extended beyond one year though the Group expects to compl ete this process in 2004. As aresult, under Spanish GAAP, the Group provided for a
provision to cover losses and contingencies.

Under US GAAP, Univertel's net assets have been dassified as held for sale and written down to their fair value less the estimated cost
related to the sale. This resulted in a non cash loss of euro nil and euro 10.1 million for the year ended December 31, 2003 and December 31, 2002
respectively. Revenues and pre-tax losses of Univertel for the year ended December 31, 2003 amounted euro nil and euro 2,0 million, respectively
(euro 0.5 million and euro 4.8 million, respectively, for the year ended December 31, 2002).

The carrying amount of Univertel's net assetsis as follows:

Euro thousand

Book value as of Book value as of

December 31, 2003 December 31, 2002

(O T (= 01 0= S5 = £ 1,637 1,162

TOLAI ASSELS...vicveiurictie i e cee et et et ee e et e e e st te st et e et e et e ebeeabeebeeereesteebeeaaeeeeateeaeentesntentens 1,637 1,162

CUITENE [TADINTTIES.....ei ittt ettt e e e e et e e e e e s s b e e ee s s sesssrabesaeessssnnnnns 679 3,911
Other ligbilities (of which euro 15.4 million and 10.0 million correspond to
intercompany balances as of December 31, 2003 and December 31, 2002,

FESPECTIVEIY) ettt ettt et ee et ettt e ekttt ann et s 17,090 13,222

TOtaAl HHADIHTIES ..cuvicveeceeceee ettt et et eere e see s e e see s e e sbesnaentaans 17,769 17,133

TOLAI NEL BSSELS. ...victieieectee et eee et et e et e e ettt ettt e eteeateebeeeteeteeabeessesaseseesanestesnsesans (16,132) (15,971)

CABLEUROPA, SA.U. AND SUBSIDIARIES NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (In Euro thousand, except
otherwise indicated)

29. Differences between Spanish and US GAAP and other required disclosures

0] Accrued expenses. Under Spanish GAAP, losses must be accrued for foreseeable contingencies and |osses when known. Under
US GAAP losses are accrued when is probable that a loss has been incurred and the amount of the loss can be reasonably estimated. Foreseeable
losses recorded under Spanish GAAP that management does not consider to be probable are not recorded under US GAAP.

(m) Minority interests

Minority interests reflects the portion of the US GAAP adjustments that are allocated to minority interests.

(n) Start-up costs. Under Spanish GAAP costs of start-up activities can be capitalized and amortized over a period of up to five

years. Under US GAAP, start-up costs are expensed as incurred. As a consequence of the changes occurring in the telecommunications sector, as
well as changes in the circumstances of the Group particularly at the end of year 2002 and, considering the Group's intention to converge over time
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with International Financial Reporting Standards, under Spanish GAAP, the Group discontinued the capitalization and depreciation of start-up
costs during the year 2002, writing these off completely. The effect of the change of this accounting criteriain the Group produced an extraordinary
charge of euro 139.9 million in 2002.

1. Additional disclosures

The following disclosures are incdluded to comply with the United States Securities and Exchange Commission's regulations for foreign
registrants. Asindicated, certain disclosures are presented on a Spanish GAAP measurement basis.

@ Use of estimates

The preparation of these financial statements in conformity with generally accepted accounting principles requires management to make
estimates and assumptions that affect reporting amounts of certain assets, liabilities, revenues and expenses and the disclosure of contingent assets
and liabilities. Actual results could differ from such estimates.
(b) Discdosures of fair value of the financial instruments

The carrying values of cash and cash equivalents, accounts receivable, accounts payable and short term debts approximate fair value due
to the short maturity of these instruments. The carrying value of the non-current portion of restricted cash equals to fair value since its bears an
explicit and variable interest rate. Equity Value Certificates are carried in the balance sheet at their fair value. Fair value of the Company's eguity
shares at December 31, 2003 has been estimated using generally accepted valuation methods. The total market vaue of the debt related to the
outstanding Notes issues, as of December 31, 2003 and 2002, was approximately euro 426 million and euro 302 million, respectively.

The company's long term debt contains certain non-financial covenants. In addition, the Senior Bank Facility contains certain financial
covenants. As at December 31, 2003, the company isin compliance with all of these covenants.

(© Comprehensive income

US GAAP requires entities to separately discose all components of comprehensive income in the financial statements in the period in
which they are recogni zed.

Comprehensive income under US GAAP is asfollows:

Eurothousand
2003 2002 2001
Net profit/(10SS) UNAEr US GAAP........cciiiieeese ettt sttt 114,463 (125,400) (257,893)
Other comprehensive income:
Transition adjustment for derivative financial instruments, net of tax credit of euro nil thousand
(December 2003) and of euro 907 thousand (December 2002) .........cceevirierieeneeieeneeneeeneese e 1,684 1,684 3,370
Net comprehensive profit/(10ss) UNder US GAAP ..ottt 116,147 (123,716) (254,523)

(d) Classification differences

Net extraordinary expenses. Under Spanish GAAP, the Group has classified certain income and expenses as extraordinary items. Under
US GAAP, these items would be classified as a component of other operating and non-operating income (expense), as appropriate

Cash and cash equivalents. Under Spanish GAAP, cash and cash equivaents equals cash and banks accounts. Under US GAAP, the
Group considers all highly liquid investments with a maturity of three months or less at acquisition, to be cash and cash equivaents. Cash and cash
equivalents under US GAAP amounted to euro 1.3 and 1.6 million, at December 31, 2003 and 2002, respectively.

Prepayments for tangible assets. Under Spanish GAAP, prepayments on account for the purchase or construction of tangible assets are
classified as non-current assets. Under US GAAP, prepaid expenses are dlassified as current assets until the underlying funds are utilized.

Goodwill. Under Spanish GAAP, goodwill resulting from the vertical merger is presented under intangible assets. Under US GAAP it
should be presented under the caption Goodwill on consolidation of the balance sheet.
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(e Intangible assets

Following is disclosed additional required information according to SFAS 142 which has been prepared on Spanish GAAP basis:

Intangible assets carrying amounts and accumulated amortization of definite lived intangible assets, in total and by major class as of

December 31, 2003

Grosscarrying
amount
Definite lived intangibl @ 8SSELS..........coveiiiiiiiene e
Franchise acqUiSItioN COSES.........cuiiiiieiieree ettt 12,128
COMPULES SOFtWEAIE. ...ttt ettt ettt ettt een 35,622
FiNBNCE IASES. ... e cie ettt ettt e e e e e re e e e s tae e 1,662
Other INtaNgIDI@ @SSELS.....cueiieiiieiiireeie ettt e 880
Tota definite lived intangible aSSetS ..........ooeviiiinieice e 50,292
Indefinite lived intangible aSSEtS ..........ooeeiiiiiire e
GOOAWI T (NGEE 7) ettt ettt et e en e se e e nerens 128,508
Tota indefinite lived intangible assets 128,508
Total iNtangible BSSELS. ......ooveiii i e 178,800

Amortization expense related to intangible assets and goodwill for the years 2003 and 2002

Amortization of Goodwill (INtaNGIDIE SSELS) .......c.ceiuiiiiie ittt et ees
Amortization of intangible assets (excluded gOOAWIIT) ..........oouiriiiiiieie e
Amortization of GOodWill 0N CONSOITABLION..........eveiiiiiriieesee e e

Total amortization of intangible assets and gOOAWIIl ............cuiiiiiiiiiii e e

Estimated aggregate intangible asset and goodwill amortization expense for each of the five succeeding fiscal years

Estimated amortization expense

For the year ended December 31, 2004.........ooii ittt ebe e ete e e e ebe e se e et e s be et e s beeneebeennn
For the year ended December 31, 2005........coue ittt eis et e ess e et e seeeteeseeeaeesbe et e seesmeebesnen
For the year ended DecembEr 31, 2006.........cueieirieieiiere ettt eese st esseeteeseesteeseeeaeesie st e seesmeesesnean
For the year ended DECeMBDEr 31, 2007........uoie ettt et ese e eteebs e bt e seeeteesee et e sbe et e seesmeeseanen
For the year ended December 31, 2008........coue ittt eis et aseeeteeseeeteesee et e sbe et e seeemeeseanean

(0] Includes both goodwill on consolidation and on intangible asset.

The changes in the carrying amount of goodwill during the years 2003 and 2002 are as follows:
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Euro thousand
Accumulated Impairment of
amortization assets
(6,568) —
(26,713) (1,737)
(1,480) —
(701) —
(35,462) (1,737)
(20,158) —
(20,158) —
(55,620) (1,737)
Euro thousand

2003 2002
...................... 6,445 6,436
...................... 8,305 15,342
...................... 13,390 13,434
...................... 28,140 35,212

Euro thousand

Intangible

assets Goodwill®
4,538 19,835
2,067 19,835
1,186 19,835
735 19,835
281 19,835



Euro thousand

Goodwill on Goodwill
. o ibl

Balance as of January 1, 2002 ........c.ccuieeeiianeie ettt sttt sie e ete e see e see s 256,163 118,962
=05 = TR (2,042) 2,042
Goodwill acquired dUring thE YEaN ..........c..iiiiiiiieie ittt — 227
AMONTIZBEI ON ...ttt ettt sttt b ettt eb e es b e eb e e eee e re e see e e e saeenbesnennte e (13,434) (6,436)
IMPAITMENE TOSSES ...ttt ettt ettt st et b bbbt enb et e enseebeesee e e e see s (754) —
Balance as of January 1, 2003 239,933 114,795
Amortization (13,390) (6,445)
Balance as of December 31, 2003 226,543 108,350

f) New accounting pronouncements
FIN 46

In January 2003, the FASB issued FASB Interpretation No. 46 ("FIN 46") "Consolidation of Variables Interest Entities, an Interpretation
of Accounting Research Bulletin No. 51, "Consolidated Financia Statements.' " This was revised in December 2003 and reissued as FIN 46-R.
FIN 46 addresses the consolidation of entities for which control is achieved through means other than through vating rights ("variable interest
entities" of "VIE") by darifying the application of Accounting Research Bulletin No. 51, "Consolidated Financial Statements" to certain entities in
which equity investors do not have the characteristics of a controlling financia interest or do not have sufficient equity at risk for the entity to
finance its activities without additional subordinated financial support from other parties. FIN 46 provides guidance on how to determine when and
which business enterprise (the "primary beneficiary") should consolidate the VIE. FIN 46 requires certain VIEs to be consolidated by the primary
beneficiary if that variable interest holder is exposed to the majority of the entity's expected losses or residual returns.

This standard is required to be immediately applied by all entities with a VIE created after January 31, 2003. A public entity with a
variable interest in a VIE created after February 1, 2003 is required to apply FIN 46 to that entity no later than the beginning of the first interim or
annual reporting period beginning after December 15, 2003. The Group does not anticipate that the adoption of FIN 46 will have a material impact
on the consolidated financial statements.

FAS 150

In May 2003, the FASB issued SFAS No. 150, "Accounting for Certain Financial Instruments with Characteristics of Both Liabilities and
Equity." This Statement establishes standards for how an issuer classifies and measures certain financial instruments with characteristics of both
liabilities and equity. It requires that certain obligations that could be settled by issuance of an entity's equity but lack other characteristics of
equity be reported as liabilities. Some provisions of this Statement are consistent with the FASB's proposal to revise the definition of liabilitiesin
FASB Concepts Statement No. 6. "Elements of Financid Statements." This Statement was effective beginning July 1, 2003. On November 7, 2003,
FASB Staff Position (FSP) FAS 150-3 was issued deferring the effective date for the measurement provisions of paragraphs 9 and 10 of FAS 150,
as they apply to mandatorily redeemable non-controlling interests (e.g., minority interests in finite-lived entities). The FSP indicated, however, that
the disclosure requirements of FAS 150 continue to apply. The Group does not anticipate that the adoption of FAS 150 will have a materia impact
on the consolidated financial statements.

-213-



CABLEUROPA, SA.U. AND SUBSIDIARIES NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (In Euro thousand, except

otherwise indicated)
29. Differences between Spanish and US GAAP and other required disclosures

(9 Statements of Cash Flows

The statements of cash flows for the years 2003, 2002 and 2001, presented on a Spanish GAAP measurement basis, are as follows:

Operating activities:

NS o0 11 ([0 TSRO RR
Adjustments to reconcile net loss to net cash provided (used):

Gain 0N DONAS FEPUICNESE ...ttt ettt et et eene e see s
Non-cash expense/income from phantom stock option plan..........c.coceveiieniiiiiin e
Equity Value Certificates appreciation/depreciation
Exchange rate difference in long term debt...................

Amortization of deferred expenses..........coveveieeerenees

Amortization of goodWill.........c.coceevvrieiiiniiiiieee,

Depreciation and amortization............ccocceevereeeneenennnn.

INCOME tAX/(TAX CIEAIL) ...ttt ettt ettt et e b e ebe e see e e e sne s
Commitments and CONLINGENCIES .......eveitieiee it etie ettt et se ettt enbesbeesbeebeeseeeneesnean
Losses attributall € t0 MINOMTTIES. ........cviiireie e
SLAIT-UP COSES ..ottt ettt ettt ettt et se e eh e e e bt e s e e e eee e st e e e sbe e ne e ebeeanbeeanbeeanbeeaneesrneenee
DEfEITE EXPIENSES. ...ttt ettt et e et rt e et st et be st be e bt e be s st et eseenbeb e enb e et e e ebeeseeebeeneesaean
WIIE OFf SEAIT UP COSE....eintiieti ettt ettt se et e st e et e s be st et neeeean
AMOrti Zati ON OF SOCCEN FIGNES. ...ee v ittt ettt ettt se et se et e s be e e be e neeae
Provision for discontinuing operations in POrtUgal ...........cooeiieiiriniiiniicieeceeeee et
IMpai rMENt Of GOOAWII] ...ttt sre e e
Tangible assets provision and WHETE-OffS.........c..iuiiiiiiiie e
Intangible assets provisions and WHte-0ffS...........coi i

Changes in operating assets and liabilities:
ACCOUNES TECEIVADIE ...ttt e s e e e ste e ent e esaeaae e e e e eneeasneanneean
Other current assets.
Short term investments.
Accounts payable ..ot
Accrued interest and other current liabilities

Net cash provided/(used) by operating aCtiVitieS.........ccooceririeririieeieeeeee e
Investing activities:

Purchase of property and QUIPMENT ..........ouiiiiiae et se et see e s
GOOOWI ] .ottt r e en et er e en e s
Purchases of iNtaNGibl€ BSSELS.........cviiuiiiieie ettt n
FINaNCial SSELS.......coveeeeriieiiieere e e

Proceeds from sale of assets or investments

Net cash used by iINVESLING ACHIVITIES.......c.iiieiiiieie ettt
Financing activities:

1SSUBNCE OF COMMION SEOCK .....ecuteeetiatieiee ettt ettt ettt ettt ese et e e e ebe e seeereesne s
COMMON SEOCK AECIEASES. ... eeuteeriateiteateeteeeteeteeete e st e see et e sieembesbessbebessenbeabeenseebeesseeaeeseeaneesaean
Proceeds from partiCipative [08NS..........c.ui ittt sttt
Proceeds from shareholder's 108N.............o it
Proceeds from Multi-Borrower Credit FaCilitieS........coooooviie i
Proceeds from Equity Value CertifiCates.........cooioriiiiie et
Proceeds from [0Ng term debt .........c.ooii e e s

Eurothousand

Year ended December 31,
2003 2002
97,019 (194,642)
(313,619) —
— (16,660)
— (51,492)
(18,133) (9,966)
10,025 14,156
13,390 19,870
102,485 91,867
52,989 (174,723)
(8,667) (1,372)
— (818)
(826) (14,401)
(3,352 (5,242)
— 139,859
4,247 5,736
— 10,922
— 754
14,376 43,605
6,163 —
1,545 —
885 (228)
64,187 4,937
1,188 3,252
24,340 (9,604)
(25,098) (36,837)
26,522 4,276
49,666 (176,750)
(198,598) (251,704)
— (228)
(5,756) (5,454)
%) 775
9,314 —
(195,042) (256,611)
— 300,000
98,464 —
245,000 154,000

2001

(216,920)

(5,800)
8,223
13,753
80,773
(97,083)
6,756
(1,723)
(38,402)

(969)

(23,534)
(2,746)
90,874

(94,397)
22,195

(252,492)

(359,664)
(12,68;)
(696)
969

(372,071)

149,998
(7,118)

315,335
50,599
92,170



Proceeds from/(repayment of) short term debt
SWAP BOrEEMENTS ..ottt
Acquisition of notes....
Other long term liabilities

Net cash provided by finanNCing aCtIVITIES.........oooiiirieii e
(Decrease) increasein cash and cash eqUIVAlENTS ..o
Cash and cash equivalents at beginning of PEriod...........cooiiieiiiie e

Cash and cash equivalentsat end of PEriod .........oooviiiiiiiieiie e

Cash paid for interest

No cash amounts were paid for income tax in 2003, 2002 and 2001.
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(25,888)
(47,810)
(143,815)
19,134
145,085
(291)
1,608
1,317

111,168

(33,737)

4,203

424,466
(8,895)
10,503
1,608

140,643

19,823

620,807
(3,756)
14,259
10,503

118,918



(h) Leases

The group leases certain tangible assets, including machinery and equipment, under long term arrangements. Under Spanish GAAP,
finance leases are dassified as intangible assets. Under US GAAP, finance |eases are classified based upon the underlying asset type.

As of December 31, 2003, the estimated future minimum lease payments under noncancel able |ease agreementsin excess of one year are
asfollows:

Eurothousand
Asof December 31, 2003

Operating L eases Einance| eases
2004 ...tk E b bRt R R £ R £ e R bRt eb e R bt et b et e 15,688 181
2005 ...ttt bk E b bR R R £ R R R bR e n et e R bttt 12,823 —
2006 ...ttt bbbk bbb R R R R R R R bR £ et e Rt bt et 11,460 —
2007 ettt bbbk R e bR R R £ £ R R R bR e n b e Rt b et e 8,280 —
2008 ...tttk b b bR bR R R R £ R R R bR £ et er e R bttt 5,392 —
TREIEAILEY ...ttt bbb bt e 65,033 —
Total MiNiMUM [€8SE PAYMENLS ..ottt ettt ete e e e ere e see et e see et e s e stesbesneeneesnnan 118,676 181
Present value of net minimum €8S PAYMENL..........cccuiiuereiieriereii ettt ereesee e e see e 94,287 181
LESS CUITENE MBLUITEIES.......eeeieiieeeetet et ettt et sttt st b e ese e ebeene e eb e e (15,231) —
[Wola o Re= g g g le o] I {To 0TSRRI 79,056 181

Rental expense under operating leases in accordance with Spanish GAAP amounted to euro 23.2 million, euro 26.6 million and euro
19.6 million during the years ended December 31, 2003, 2002 and 2001, respectively.

0] Valuation and qualifying accounts and reserves for the years ended December 31, 2003, 2002 and 2001:
Eurothousand
-
Balance at Charged to Charged to Balance at
beginning costs and other end of

Year ended December 31, 2003
Reserves deducted in the balance sheet from the

assets to which they apply:
Allowance for doubtful accounts................... 23,543 13,803 — (6,895) 30,451
Provision for short term investments............. 2,202 4,349 — — 6,551

Year ended December 31, 2002
Reserves deducted in the balance sheet from the

assets to which they apply:
Allowance for doubtful accounts................... 10,652 13,338 — (447) 23,543
Provision for short term investments............. 2,461 — — (259) 2,202

Year ended December 31, 2003
Reserves deducted in the balance sheet from the

assets to which they apply:

Allowance for doubtful accounts................... 5,619 8,154 — (3.121) 10,652

Provision for short term investments............. 2,461 — — — 2,461
@ Deductions for the allowance for doubtful accounts include amounts written off as uncollectible.

ONO FINANCE PLC
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ONO FINANCE PLC
DIRECTORS REPORT
FOR THE YEAR ENDED 31 DECEMBER 2003

The directors present their report on the affairs of ONO Finance PLC (“the Company"), together with the accounts and auditors report for
the year ended 31 December 2003.

Principal activity

The principal activity of the company is that of afinance company. ONO Finance PLC's business is the issuance of debt and the provision
of debt finance to Cableuropa S.A.U. and its subsidiary companies ("the Cableuropa Group"). The Cableuropa Group is one of the leading
broadband telecommunications business in Spain.

Review of the business

At the start of the year the Company's principal liability was under various loan notes (the "Notes") and its principal asset was various
loans (the "Loans"') made to the Cabl europa Group.

During the course of the year the Cableuropa Group purchased Notes issued by the Company. On 13 February 2003 the Cableuropa
Group transferred these Notes to the Company, who redeemed them, in exchange for a reduction in amounts owed to the Company under the

Loans.

At the end of the year, therefore, the principal outstanding under the Notes was lower than that at the start of the year and the principal
owing to the Company under the Loans was proportionately reduced.

Results and dividend

The results for the period are shown on page F-62 and arise from continuing operations. The directors recommend no dividend for 2003
(2002 and 2001: £1.50 per share).

Directors
The directors, who held office during the period, had no interest in the shares of the company at any time.
The directors who served during the period were as follows

Mr. B D Needham
Mr. PM Hills

Directorsresponsbilities
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The directors are required by Company Law to prepare accounts for each financial year which give a true and fair view of the state of
affairs of the company as at the end of the financia year and of the profit or loss of the company for the financial year.

The directors are responsible for ensuring that the company keeps accounting records which disclose with reasonable accuracy the
financial position of the company and which enable them to comply with the Companies Act 1985. They also have generd responsibility for taking
reasonabl e steps to safeguard the assets of the company and for taking reasonable steps to prevent and detect fraud and other irregularities.

The directors confirm that, in preparing the accounts, suitable accounting policies, consistently applied and supported by reasonable and
prudent judgements and estimates, have been used and that applicable accounting and financial reporting standards have been foll owed.

Information published on the internet is available in many countries with different legal requirements. Legislation in the United Kingdom
governing the preparation and dissemination of financia statements may differ from legislation in other jurisdictions.

Supplier payment policy

The company's policy is to settle terms of payment with suppliers when agreeing the terms of each transaction, ensure that suppliers are
made aware of the terms of payment and abide by the terms of payments. The trade creditors, expressed as a number of days, was zero as all
trading expenses were paid by ONO Finance (Holdings) Limited (“the holding company") which abides by these terms.

Auditors

The auditors, PricewaterhouseCoopers LLP, have indicated their willingness to continue in office and a resolution concerning their
reappointment will be proposed at the Annual General Meeting.

This report was approved and signed on behalf of the Board on 27 April 2004.

B D Needham
Director

Clifford Chance Secretaries
10 Upper Bank Street
London

E14 51

INDEPENDENT AUDITORS REPORT
To the Board of Directors and Shareholders of ONO Finance PLC.

We have audited the accompanying balance sheet of ONO Finance PLC as of December 31, 2003 and 2002, and the related profit and
loss account and the statement of recognised gains and losses for each of the three years in the period ended December 31, 2003. These financial
statements are the responsibility of the Company's management. Our responsibility is to express an opinion on these financial statements based on
our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States of America. Those standards
reguire that we plan and perform the audit to obtain reasonabl e assurance about whether the financial statements are free of materia misstatement.
An audit includes examining, on atest basis, evidence supporting the amounts and disclosures in the financial statements. An audit also indudes
assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in al material respects, the financial position of ONO Finance
Plc at December 31, 2003 and 2002, and the results of its operations for each of the three years in the period ended December 31, 2003 in
conformity with accounting principles generally accepted in the United Kingdom.

Accounting principles generally accepted in the United Kingdom vary in certain significant respects from accounting principles generally
accepted in the United States of America. Information relating to the nature and effect of such differencesis presented in Note 13 to the financial

statements.

PricewaterhouseCoopersLLP
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Chartered Accountantsand Registered Auditors
London

ONO FINANCE PLC

PROFIT AND LOSSACCOUNT
FOR THE YEAR ENDED 31 DECEMBER 2003

27 April 2004

Notes
Interest receivable and similar income................ 2
Foreign exchange gaing/(losses), net...........ccc.e...
Interest payable and similar charges................... 3
Profit on ordinary activities before taxation........
Tax on profit on ordinary activities..................... 4

Profit on ordinary activities after taxation...........
DiVIdeNnd.......ccovrernriieieesee e 5

Retained profit/(loss) for the period

The results for the period arise entirely from continuing operations.

The accompanying notes are an integral part of these accounts.

Y ear ended
31 December
2003

£

35,432,928
1,300
(35,410,071)
24,157
(4,240)
19,917

19,917

Year ended
31 December
2003
uUss
(Note 1)

63,219,430
2,320
(63,178,650)
43,100
(7,565)
35,535

35,535

STATEMENT OF RECOGNISED GAINS AND LOSSES
FOR THE YEAR ENDED 31 DECEMBER 2003

Profit for the financia period ...

Revaluation of equity value certificates due from Cableuropa
Group due to exchange rate difference.........cccccevveveivennnnen.

Revaluation of equity value certificates due to bondholders due
to exchange rate difference..........coooe e

The accompanying notes are an integral part of these accounts.

ONO FINANCE PLC

Year ended
31 December

19,917
1,383,148

(1,383,148)
19,917

Year ended
31 December
2003
USs$
(Note 1)

35,535
2,467,813

(2,467,813)
35,535

BALANCE SHEET ASAT 31 DECEMBER 2003

Notes

31 December
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31 December

Year ended
31 December

£

88,695,480
9,941
(88,629,172)

76,249
(9,335)
66,914

(74,997)
(8,083)

Year ended
31 December

66,914
(30,535,128)

30,535,128
66,914

31 December

Year ended
31 December

£

86,248,879

(307)
(86,189,430)

59,142
(17,743)

41,399
(75,000)
(33,601)

Year ended
31 December

41,399
39,586,078

(39,586,078)
41,399

31 December



Debtors: receivabl e after more than one

Total debtors.......cvveeeeeeeeeeieeecre e
Cash at bank and in hand

Total assets less current liabilities............
Creditors: amounts falling due after more
than oneyear.........cccoceoeeveiiceie e

Capita and Reserves
Called up share capital ..........ccccverieeieeneens
Profit and loss account ..........cccceeeevenecene.

Equity shareholders' funds...........ccccceeuee.

The accounts on pages F-61 to F-74 were approved by the Board on 27 April 2004.

Director:

B D Needham

The accompanying notes are an integral part of these accounts.

10
10

282,912,545
32,170,463

315,083,008
43,552

315,126,560

(15,419,513)
299,707,047

(299,666,237)
40,810

12,502

28,308
40,810
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2003
Uss
(Note 1)

504,772,563
57,398,540

562,171,103
77,705

562,248,808

(27,511,496)
534,737,312

(534,664,500)
72,812

22,305
50,507

72,812

572,209,595
59,931,601

632,141,196
85,745

632,226,941

(28,978,215)
603,248,726

(603,227,833)
20,893

12,502
8,391

20,893

565,865,404
108,582,822

674,448,226
23,863

674,472,089

(29,310,829)
645,161,260

(645,132,284)
28,976

12,502
16,474

28,976



ONO FINANCE PLC NOTES TO THE ACCOUNTS FOR THE YEAR ENDED 31 DECEMBER 2003
1. Accounting policies

The principal accounting policies are summarised below. They have all been applied consistently throughout the period.
Basis of accounting

The accounts have been prepared under the historical cost convention and in accordance with applicable accounting standards in the
United Kingdom.

Loans

Borrowings are included as liabilities in the balance sheet at their proceeds, net of discount and expenses. The expenses and discount are
charged to loan interest in the profit and loss account over the term of the borrowing, using the effective interest method. Funds on lent to
Cableuropa S.A.U. and its subsidiary companies (the Cableuropa Group) are accounted for in exactly the same manner in order to match the
borrowing and the debtor treatment.

Finance costs

Finance costs on borrowings are recognised in the profit and loss account over the term of such instruments at a constant rate over the
period of the instrument.

Foreign exchange

Transactions in foreign currencies are translated into sterling at the rates of exchange current at the dates of the transactions. Foreign
currency monetary assets and liabilities in the balance sheet are trandated into sterling at the rates of exchange ruling at the end of the year. The
resulting gain or lossis included as an exchange gain or loss in the profit and |oss account.
Taxation

Corporation tax is provided on taxable profits at the current rate. Full provision is made for deferred tax arising from timing differences
between the recognition of gains and losses in the financial statements and their recognition in tax computations, where future payment or receipt
ismore likely than not to occur.
Cash flow statement

The company has taken advantage of the exemption in Financial Reporting Standard No 1 "Cash Flow Statements (revised 1996)" from
producing a cash flow statement on the grounds that it is a subsidiary undertaking where more than 90 per cent of the voting rights are controlled
within a group and consolidated accounts for that group are publicly available.
Convenience translation

The financial statements are stated in United Kingdom pounds. The conversions of United Kingdom pound amounts into United States
Dollars are included solely for the convenience of readers, using the noon buying rate certified for customs purposes by the Federal Reserve Bank

of New York as of 31 December 2003, which was US$1.7842 to £1.

The convenience translations should not be construed as representations that the United Kingdom pound amounts have been, could have
been, or could in the future be, converted into United States Dollars at this or any other rate of exchange.

Revaluation of listed investments

Equity value certificates are stated at the estimated market value of Cableuropa, S.A.U. shares, and profits and losses arising from this
valuation are taken to the revaluation reserve. Thisisin accordance with the Alternative Accounting Rules noted in the Companies Act 1985.

2. Interest receivable and similar income
The interest receivable and similar income represents the interest receivable on the funds that have been on-lent to the Cableuropa Group
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together with the amortisation of an upfront fee received from the Cableuropa Group and also the amortisation of a fee receivable for maintenance
of the facilities. The amortisation of the aforementioned feesis being recorded using the effective interest method.

3. Interest payable and similar charges

The interest payable and similar charges represent the interest incurred on the debentures issued (see note 8), together with the
amortisation of the both costs incurred and the discount on the issue of those debentures.

4. Taxation

The tax charge comprises:

Year ended
31 December
2003

£

Current tax:

UK cOorporation taX.........cc.eeeeereeeeeeneenns 4,831
Adjustment in respect to prior years..... (591)
4,240

Year ended
31 December
2003

USs$

8,619
(1,054)
7,565

Year ended
31 December
2002

£
15,250
(5,915)
9,335

Year ended
31 December
2001

£

17,743

17,743

No temporary timing differences have arisen on the transactions of the company which would lead to a deferred tax charge/(credit) in the

profit and loss account.

The difference between the total current tax charge shown above and the amount calculated by applying the standard rate of UK

Corporation tax to the profit before tax is as follows:

Year ended
31 December
2003
£
Profit on ordinary activities before taxation .............cccceeevenee. 24,157
Tax on profit on ordinary activities at standard UK corporation tax
rate of 20% (2002: 20%0; 2001: 30%0).......eererurrerervrereererrenennenens 4,831
Effects of:
Adjustment in respect tO Prior YEars ........ccocevveveeriesienesieseesieenees (591)
Current tax charge for the Year ...........ocueeriiiiin e 4,240
5. Dividends
Year ended
31 December
2003
£
PropOSEd. ... ..ottt e —
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Y ear ended
31 December
2003

USss$

43,100
8,620

(1,055)
7,565

Y ear ended
31 December
2003

USss$

Year ended
31 December
2002

£

76,249
15,250

(5,915)
9,335

Year ended
31 December

2002
£

75,000
©)
74,997

Year ended
31 December
2001

£
59,142

17,743

17,743

Year ended
31 December

75,000

75,000



The adjustment in respect of the prior year in 2002 relates to the waiver of the 2001 dividend by Cableuropa S.A.U.

6. Debtors

31 December
2003
£
Receivabl e after more than one year:
Loans to the Cableuropa Group .........cceieerereeeniese e 264,966,171
Amounts due from Cableuropa in respect of the equity value
(0 UL 1oz =R 17,946,374
282,912,545
Receivable within one year:
Amounts due from Cableuropa in respect of the equity value
CENtITICAES ... e —
Indebtedness with holding company ...........ccoceeeeveiene e —
Indebtedness with the Cableuropa Group...........coooeeereseesienieenne 32,170,463
315,083,008

31 December
2003
uUss$

472,752,642

32,019,921
504,772,563

57,398,540
562,171,103

31 December

2002
£

555,646,369

16,563,226
572,209,595

7,059
59,924,542

632,141,196

31 December

565,865,404

565,865,404

47,098,354

61,484,468
674,448,226

The loans to the Cableuropa Group reflect the on-lending of the gross loans that are included in creditors (see note 8) and are repayable
on the same terms. These are denominated in the same currencies. The loans bear interest at 13.214%, 14.01% and 16.252% per annum.

7. Creditors: amountsfalling due within one year

31 December
2003

£
(8] G €= (0] 1 [ 4,245
Proposed dividend.... —
Indebtedness with holding company 8,188
Accruas and deferred iNCOME..........oocvveieiiei e 15,407,080
15,419,513

31 December
2003
uss

7,574

14,609
27,489,313

27,511,496

31 December

2002
£

15,250
75,000

28,887,965
28,978,215

31 December
2001

17,743
75,000

29,218,086
29,310,829

The accruas and deferred income represents the interest payable on the Notes and the short-term portion of the amortisation for the

maintenance fee in respect to the 1999 and 2001 Notes.

8. Creditors: amountsfalling due after mor e than one year

31 December
2003
£
Notes:
13% USS$ 275m Notes due 2009.........cccceeeeeeeeceece e 50,076,645
13% Euro 125m Notes due 2009 .........c..eeeeeeeeciieeeie e eeeiveeie e 31,335,259
14% Euro 200m Notes due 2010 .........c.c.eeeeeeeeieieeeieeeeeeseeeie e 78,576,834
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31 December
2003
uss

89,346,750
55,908,370
140,196,787

31 December
2002
£

165,390,534
78,838,661
127,172,669

31 December

182,435,188
73,809,873
119,285,146



14% US$ 200m Notes due 2011 41,039,530 73,222,730 107,162,587 116,483,798

14% Euro 150m Notes due 2011 69,547,803 124,087,189 84,286,053 77,759,832
Equity value certificates relating to the Notes due 2009 and 2011. 17,946,374 32,019,921 16,563,226 47,098,354
Accruals and deferred iNCOME.......c.ueieeeieecveeee e 11,143,792 19,882,753 23,814,103 28,260,093

299,666,237 534,664,500 603,227,833 645,132,284

All Notes are repayable after more than 5 years.

The 13% Notes 2009 will mature on 1 May 2009. However, the company may redeem some or all of the Notes at any time on or after
1 May 2004.

The 14% Notes 2010 will mature on 15 July 2010. However, the company may redeem some or al of the Notes on or after 15 July 2005.

The 14% Notes 2011 will mature on 15 February 2011. However, the company may redeem some or all of the Notes at any time on or
after 15 February 2006.

13% US$275m Notes 275,000 units of $1,000 principal amount of dollar Notes and one dollar Equity vaue certificate were issued on
6 May 1999 at a discounted price of US$984.59/unit. Expenses of US$8,937,500 were incurred. Both the expenses and discount have been netted
from the gross amount of the loan and are being amortised over the period of the loan. 182,902 Notes were then redeemed on 13 February 2003.
The unamortised amount related to the discount and expenses at the balance sheet date of the units was US$ 2,360,652 (2002: US$ 8,366,388,
2001: US$ 9,684,506). The Equity value certificates entitle their holders to receive cash in an amount equal to the market value of a number of
shares of Cableuropa S.A.U. This number of shares can be diluted in relation to the percentage of Cableuropa, S.A.U.'stotal shares under certain
circumstances.

13% Euro125m Notes 125,000 units of Eurol,000 principal amount of Euro Notes and one Euro Equity value certificate were issued on
6 May 1999 at a discounted price of Euro 984.59/unit. Expenses of Euro 4,062,500 were incurred. Both the expenses and the discount have been
netted from the gross amount of the loan and are being amortised over the period of the loan. 79,372 Notes were then redeemed on 13 February
2003. The unamortised amount related to the discount and expenses a the balance sheet date of the units was Euro 1,169,535 (2002
Euro 3,802,904, 2001 Euro 4,402,049). The Equity value certificates entitle their holders to receive cash in an amount equal to the market value of
a number of shares of Cableuropa S.A.U. This number of shares can be diluted in relation to the percentage of Cableuropa, S.A.U.'s total shares
under certain circumstances.

14% Euro200m Notes 200,000 units of Euro 1,000 principal amount were issued on 30 June 2000 at a discounted price of Euro 970/unit.
The expenses of this issue have been borne by Cableuropa S.A.U. The discount has been netted from the gross amount of the loan and is being
amortised over the period of the loan. 86,298 Notes were then redeemed on 13 February 2003. The unamortised amount related to the expenses at
the balance sheet date of the units was Euro 2,217,189 (2002 Euro 4,500,000, 2001 Euro 5,100,000).

14% US$200m Notes 200,000 units of $1,000 principal amount of dollar Notes and one dollar Equity vaue certificate were issued on
9 February 2001 at a discounted price of US$862.04/unit. Expenses of US$6,000,000 were incurred. Both the expenses and discount have been
netted from the gross amount of the loan and are being amortised over the period of the loan. 116,486 Notes were then redeemed on 13 February
2003. The unamortised amount related to the expenses at the balance sheet date of the units was US$ 9,971,161 (2002 US$ 27,238,314, 2001
US$ 30,597,613). The Equity val ue certificates entitle their holders to receive cash in an amount equal to the market value of a number of shares of
Cableuropa S.A.U. This number of shares can be diluted in relation to the percentage of Cableuropa, S.A.U.'s total shares under certain
circumstances.

14% Euro150m Notes 150,000 units of Eurol,000 principal amount of Euro Notes and one Euro Equity value certificate were issued on
9 February 2001 at a discounted price of Euro 862.04/unit. Expenses of Euro 4,500,000 were incurred. Both the expenses and the discount have
been netted from the gross amount of the loan and are being amortised over the period of the loan. 37,947 Notes were then redeemed on
13 February 2003. The unamortised amount related to the discount and expenses a the balance sheet date of the units was Euro 13,378,577 (2002
Euro 20,428,736, 2001 Euro 22,948,210). The Equity value certificates entitle their holders to receive cash in an amount equal to the market value
of a number of shares of Cableuropa S.A.U. This number of shares can be diluted in relation to the percentage of Cableuropa, S.A.U.'stotal shares
under certain circumstances.

All the Notes are fully and conditionally guaranteed, jointly and severally on a subordinated unsecured basis by companies in the
Cableuropa Group.
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The Equity vaue certificates relating to the 1999 and 2001 Notes, which were separated from the Notes when the Notes were exchanged
for registered Notes, will be redeemable at the earliest of an initial public offering of Cableuropa S.A.U. or a reorganisation of the Cableuropa

Group or 31 May 2009 (related to 1999 Notes) or 16 March 2011 (related to 2001 Notes).

9. Called up share capital

The authorised and issued share capital of the Company is £50,000 divided into 50,000 ordinary shares of £1 each, of which two fully

paid shares and 49,998 shares paid up to one quarter have been issued.

The issued share capital is paid up as follows.—

2 fully paid shares of £1 each, issued at par on incorporation. .......
49,998 paid up to one-quarter shares of £1 each, issued at par on 4
February 1999. .........ooiiiiieeii ettt

10. Reconciliation of movements in equity shareholders' funds

Opening equity shareholders funds...........ccocceeviiienniiennicnn
Retained profit/(loss) for the financial period ...........ccccceoeieneee

Closing equity shareholders funds...........cccoereriiiiencieeneinen

11. Ultimate parent undertaking and controlling party

31 December

2003
£

12,500
12,502

Share capital

12,502

12,502

31 December
2003
uUss$

22,302
22,305

Profit and loss
account

2003
£

8,391
19,917

28,308

31 December
2002
£

2

12,500

12,502
Total Total
2003 2002

£ £
20,893 28,976
19,917 (8,083)
40,810 20,893

12,500
12,502

Total

62,577
(33,601)
28,976

ONO Finance (Holdings) Limited is the immediate parent undertaking of the company. The shares of ONO Finance (Holdings) Limited
are in turn held by Royal Exchange Trust Company Limited under the terms of a Declaration of Trust for charitable purposes. Copies of those

group accounts may be obtained from the Registrar of Companies.

Cableuropa S.A.U., a company incorporated in Spain, is the largest group of which the company is a member and for which group

accounts are drawn up.
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ONO FINANCE PLC NOTES TO THE ACCOUNTS FOR THE YEAR ENDED 31 DECEMBER 2003

12. Related party transactions

The company has taken advantage of the exemption in Financial Reporting Standard No 8 from disclosing transactions with its holding

company on the grounds that it is more than 90% owned.

The company is owned 98% by ONO Finance (Holdings) Limited and 2% owned by Cableuropa S.A.U. ONO Finance (Holdings)
Limited has borne al administrative expenses of the company, incuding legal, accounting and rental costs. Accordingly, no administrative
expenses have been recorded in the accompanying financial accounts. In addition, the directors receive no emoluments in respect of their services

to the company.

13. USGAAP

ONO Finance PIc's financial statements are prepared in accordance with UK GAAP, which differ in certain respects from the accounting
principles generally accepted in the United States (US GAAP). The principal differences between UK GAAP and US GAAP are presented and
described below, together with explanations of the adjustments that affect net income and total shareholders equity as of 31 December 2003 and

for the periods indicated.

Reconciliation of shareholders' equity and net (loss)/profit

Year ended Y ear ended Year ended Year ended
31 December 31 December 31 December 31 December

£ uss £ £
Shareholders equity in accordance with UK GAAP ................ 40,810 72,812 20,893 28,976
Proposed dividend and waiver of prior year dividend.................... — — 74,997 75,000
Shar eholder s equity in accordance with US GAAP 40,810 72,812 95,890 103,976
Year ended Y ear ended Year ended Year ended
31 December 31 December 31 December 31 December

£ uss £ £

Retained profit/(loss) for the period in accordance with UK

GAAP e 19,917 35,535 (8,083) (33,601)
Proposed dividend and waiver of prior year dividend.................... — — 74,997 75,000
Net profit in accordance with US GAAP ... viiivinicnieeees 19,917 35,535 66,914 41,399

Proposed dividends

Under UK GAAP proposed dividends are presented as a deduction at the foot of the profit and 1oss account, whereas under US GAAP,
dividends are shown when declared, as a deduction in the statement of changes in stockholders equity.

Use of Estimatesin the Preparation of the Financial Statements

The preparation of the financial statements in conformity with generally accepted accounting principles requires management to make
estimates and assumptions that affect the reported amounts and discl osure of assets and liabilities and disclosure of contingent assets and liabilities
at the date of the financial statements, and the reported amounts of revenue and expenses during the reported period. Actual results could differ
from those estimates
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Cash and cash equivalents

Cash and cash equivalents consist of all cash in banks, cash in hand, and other equivaent instruments with origina maturities of three
months or less.

Debt issuance costs
Under UK GAAP, debt issuance costs of £6,652,367 (£15,072,855 before the partial debt cancellation in 2003) are netted against the
carrying value of the related debt. Under US GAAP, these costs are redl assified as a long-term asset and amortised over the period of the debt. This

difference in dassification gives rise to no differences in reported sharehol ders equity and net income.

The company has considered the impact of new accounting standards in the UK and the US and does not expect them to have a material
impact on the company's financial statements.

Revaluation of Equity Value Certificates

Under UK GAAP, changes in the value of the Equity value certificates are recorded in the statement of recognised gains and losses.
Under US GAAP, such amounts are recorded under other comprehensive income. However, as the decrease in the value of the Equity vaue
certificates related to the Company's debt obligations is equivalent to the decrease in the value of the related receivable from Cableuropa S.A.U.,
there are no differences between net income, comprehensive income or shareholders' equity between US and UK GAAP.
Income taxes

Provision for taxation has been made at the rate of 20%.

There are no temporary differences giving rise to deferred taxes in accordance with US generally accepted accounting principles.

Financial instruments

Notional Carrying Fair

31 December 2003 amount amount value
£ £ £

13% US$ Notes 2009 51,393,973 50,076,645 53,449,732

13% Euro Notes 2009 32,159,571 31,335,259 32,963,561

14% Euro Notes 2010 80,139,555 78,576,834 82,944,439

14% US$ Notes 2011 46,603,795 41,039,530 48,992,239

14% Euro Notes 2011 78,977,305 69,547,803 81,741,510

289,274,199 270,576,071 300,091,481

Notional Carrying Fair

31 December 2003 amount amount value

Us$ Us$ Uss

13% USSP NOES 2009......c.eeuietieeeneeeresiteseeseseese st st b st esse st se e s se st e senneeen 92,098,000 89,346,750 95,365,012

13% EUrO NOEES 2009 .......ccviiiiieiiie ettt sttt en ettt en e 57,629,952 55,908,370 58,813,585

14% EUIO NOEES 2010 ......c.veeeeeieiiee ettt en ettt 143,610,082 140,196,787 147,989,468

14% USSP NOES 20LL.......c.eieiiiiieeeeetesiie ettt sttt en ettt 83,514,000 73,222,730 87,411,953

14% EUIO NOEES 2011 .....coveieiseeiie ettt 141,527,330 124,087,189 145,843,203

518,379,364 482,761,826 535,423,221
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Notional

31 December 2002 amount
£

13% USS NOLES 2009......cceceeeeee ettt et e e ee e et e s e et e e e s et e s st e s saaaaesssraessassesasnaneeas 170,580,133

13% EUrO NOLES 20009 ... i 81,312,448

14% BEUFrO NOLES 2010 ....coiieeeeeeeeeeeeeee et 130,099,917

TA% USS NOLES 2001ttt ee et e ettt e et a e sae e e saaaaesssraesseseesesaraaas 124,058,279

14% BEUFO NOLES 2011 ... 97,574,938

603,625,715

Notional

31 December 2001 amount
£

13% US$ Notes 2009 189,094,410

13% Euro Notes 2009 76,504,070

14% Euro Notes 2010 122,406,512

14% US$ Notes 2011 137,523,207

14% Euro Notes 2011 91,804,884

617,333,083

Carrying
amount
£

165,390,534
78,838,661
127,172,669
107,162,587
84,286,053

562,850,504

Carrying
amount
£

182,435,188
73,809,873
119,285,146
116,483,798
77,759,832

569,773,837

Fair
value
£

55,438,543
26,426,546
42,282,473
40,318,940
31,711,855
196,178,357

Fair
value
£

145,602,695
58,908,134
96,701,145

108,643,334
72,525,858

482,381,166

The company could be exposed to credit related losses due to the debt financing in place. The fair value is based on the quoted market

vaue of the Notes at 31 December 2003, 2002 and 2001.

Cash flow statement

Year ended 31 Year ended 31
December December
2003 2003

£ USss$

Cash flows from operating activities:

NEL INCOIME.....ctvieisieiieee et 19,917 35,535
Adjustmentsto reconcile net income to net cash

Operating activities

TaXBLION.....veceiiiiceee ettt 4,240 7,565
Foreign exchange transaction (gain)/10ss.................. — —
Amortisation of debt issuance costs and debt discount 3,061,720 5,462,721
Accretion of discount on Notesreceivable................. (3,061,720) (5,462,721)

Non cash interest payable..........coeeviieneineneiiciee — —
Non cash interest receivable.............coooveiiiiieniienns — —
Interest received from prior Years.........ccoveveieceniene — —

(Increase)/decrease in debtors...........ccoveeveeeeieeeennennn 8,650 15,435
(Decrease) in Creditors.......cooeeeereeeeniecieeresieeeeee e — —
Tota adjustments from operating activities............... 12,890 23,000
Financing activities

Dividend Paid .........ccoveerenmeinniiieeee s (75,000) (133,815)
Net Cash fFIOWS........ccveeniriiiieiicee e (42,193) (75,280)
Cash and cash equivalents, at beginning of period ..... 85,745 152,985
Cash and cash equivalent, at end of period ................ 43,552 77,705
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Year ended 31
December
2002

£

66,914

9,335
(13,000)
5,320,321
(5,320,321)
17,607,776
(17,607,776)
79,664
(6,034)

69,965

(74,997)

61,882
23,863

85,745

Y ear ended 31
December
2001

£

41,399

17,743
57
5,074,892
(5,074,892)
52,136,533
(52,175,922)

(8,422)
(30,011)

11,388
12,475

23,863



Amounts stated are on a UK GAAP basis.
Non-cash investing and financing activities disclosure:

The cash proceeds from the debt issuance were received directly by the Cableuropa Group. Accordingly, the cash flow statement does not
reflect receipt of these proceeds and a subseguent disbursement to the Cableuropa Group.

Accounting for derivative instruments and hedging activities

The company has considered the impact of new accounting standards in the UK and the US and does not expect them have a material
impact on the company's financial statements.

14. Significant event
During the course of the year the Cableuropa Group purchased Notes issued by the Company. On 13 February 2003 the Cableuropa
Group transferred these Notes to the Company, who redeemed them (see note 8), in exchange for a reduction in amounts owed to the Company

under the Loans.

At the end of the year, therefore, the principal outstanding under the Notes was lower than that at the start of the year and the principal
owing to the Company under the Loans was proportionately reduced.

The loans to the Cableuropa Group as well as the outstanding Notes after the redemption on 13 February 2003, are as follows:

Thousand of Euro or USS (as applicable)
Outstanding Loans

Outstanding Bonds tothe Cableuropa Group
Total loan @ Interest
Eace Interest Rate maturity Rate
EUuro NOteS duB 2009........cci ittt r e e s e sraae e e e e e 45,628 13.00 45,628 13.214
USSP NOLES AUE 2009 ...ttt et er e eee e e eaeeas 92,098 13.00 92,098 13.214
EUro NOtES AUE 2010.....ccec ittt e s e sraae e e e e n 113,702 14.00 113,702 14.010
EUrO NOtES AUE 201 L.ttt s e sraae e e e e n 112,053 14.00 112,053 16.252
USSENOLES AUE 2001 ...ttt e e e e 83,514 14.00 83,514 16.252

The Equity value certificates on these Notes have been classified as being due in more than 1 year.
15. Derivativesand other financial instruments

The Company's financial instruments comprise borrowings, debtors and creditors that arise as a result of norma operations. The
Company does trade in financia instruments.

The main risk arising from the Company's financia instruments is foreign currency risk. However, as the onward lendings to Cableuropa
Group are in the same currencies as the borrowings, any foreign currency exposure should be minimal. Details can be found in notes 6 and 8.

Maturity of financial instruments

The maturity profiles of the company's financial instruments are detailed in notes 6 and 8.
Fair values

Thefair value of the financial liabilities at 31 December 2003 is detailed in note 13.
Interest rate risk
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The company is not exposed to interest rate risk as all interest rates on financial instruments are fixed as detailed in notes 6 and 8 and
finance raised by the issue of the financia instruments are subsequently on lent at similar fixed rates of interest.

16. Subseguent events

ONO Finance announced a tender offer (the "Tender Offer") on April 16, 2004. Under the terms of the Tender Offer, ONO Finance will
purchase up to an aggregate maximum principal amount of €300,000,000 of Notes at an initial purchase price per $1,000 or €1,000 principa
amount, as the case may be, of: (i) 1,068.75 for the 2009 Notes, (ii) 1,130.00 for the 2010 Notes, and (iii) 1,160.00 for the 2011 Notes. The
purchase price includes a premium per $1,000 or €1,000 principal amount of tendered Notes, as the case may be, of 30.00 for the 2009 Notes and
50.00 for the 2010 Notes and 2011 Notes. The premium will be paid to holders of Notes who have vaidly tendered and not withdrawn their Notes
on or prior to April 29, 2004.

In conjunction with the Tender Offer, ONO Finance is aso seeking the consent of holders of the Notes (the "Consent Solicitation") to
certain amendments to the indentures governing the Notes (the "Indentures'). These amendments, if and when effective, will eiminate
substantially al of the restrictive covenants, certain events of default and certain additional covenants and rights of the holders contained in the
Indentures and the Notes. Any Note tendered in the Tender Offer is deemed to congtitute the consent of the holder to the proposed amendments to
the relevant Indenture. The Indentures provide that the consent of at least a mgjority of the principal amount outstanding is necessary to approve
the proposed amendments.
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€280,000,000
ONO Finance Flc
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