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PROMOTORA DE INFORMACIONES, S.A. (PRISA)

Notes to 2004 Individual Financial Statements




- Translation of financial statements originally issued in Spanish and prepared in accordance with generally accepted
accounting principles in Spain (see Note 25). In the event of a discrepancy, the Spanish-language version prevails,

PROMOTORA DE INFORMACIONES, 5.A. (PRISA)

NOTES TO 2004 INDIVIDUAL FINANCIAL STATEMENTS

1.- Company description

Promotora de Informaciones, S.A., whose registered office is located at calle Gran Via, 32,
Madrid, was incorporated on January 18, 1972. Its business activities include printed and
audiovisual mass media operations, the holding of ownership interests in companies and
businesses, and the provision of all manner of services.

In view of the business activities carried on by the Company, it does not have any
environmental liability, expenses, assets, provisions or contingencies that might be material
with respect to its net worth, financial position or results. Therefore, no specific disclosures
relating to environmental issues are included in these notes to financial statements.

2.- Basis of presentation of the financial statements

The financial statements, which were prepared from the Company’s accounting records, are
presented in accordance with the Spanish National Chart of Accounts and, accordingly, give
a true and fair view of the Company’s net worth, financial position and results of
operations. The financial statements for 2004, which were prepared by the directors, will be
submitted for approval by the Shareholders' Meeting, and it is considered that they will be
approved without any changes. The 2003 financial statements were approved by the
Shareholders” Meeting on April 15, 2004.

3.- Distribution of income

The directors propose that the Company’s income for 2004 be distributed as follows (in
thousands of euros):

Thousands of Euros

Distributable income -

Income for the year 62,434
Distribution to -

Dividends 0.12 € per share

Directors” compensation 1,382

Voluntary reserves Remaining balance




The dividend per share, disregarding the treasury stock of Promotora de Informaciones,
S.A. but including the shares delivered as a loan (see Note 14), will be €0.12 per share, and no
interim dividend out of 2004 income was approved.

4.- Valuation standards

The main valuation methods applied by the Company in preparing its 2004 financial
statements were as follows:

a) Start-up expenses

Start-up expenses, which comprise incorporation, preopening and capital increase expenses,

are recorded at the costs incurred in terms of public deed and registration expenses, transfer
tax and lawyers’ fees.

These expenses are amortized at an annual rate of 20%. €747 thousand were charged to the
accompanying statement of income in this connection.

b) Intangible assets

The "Concessions, Patents and Other" caption reflects the amounts paid for the acquisition of

title to or the right to use items of this nature, which are amortized on a straight-line basis
over 5 years.

The “Leasehold Assignment Rights” account includes the amounts paid in this connection and
these rights are amortized on a straight-line basis over ten years.

The balance of the “Computer Software” caption includes the amounts paid for the
development of specific in-house computer programs and the amounts incurred in
acquiring from third parties the licenses to use computer programs. Computer software is
amortized over four years from the date on which it is brought into service.

c) Tangible fixed assets
Tangible fixed assets acquired prior to December 31, 1996, are carried at cost revalued
pursuant to the applicable enabling legislation, the most recent being Royal Decree-Law

7/1996 on Asset Revaluation. Subsequent additions are stated at cost.

The costs of expansion, modernization or improvements leading to increased productivity,
capacity or efficiency or to a lengthening of the useful lives of the assets are capitalized.

Upkeep and maintenance expenses are expensed currently.




The Company depreciates its tangible fixed assets by the straight-line method at annual
rates based on the following years of estimated useful life:

Years of Useful Life
Buildings 50
Plant and machinery 10
Furniture 10
Other tangible fixed assets 4-10

In 2004 the Company reestimated the useful lives of certain tangible fixed assets. The effect
of the changes was to reduce the “Depreciation and Amortization Expense” caption in the 2004
statement of income by €2,824 thousand.

d) Long-term investments

Holdings in listed companies are valued at the lower of cost or market. The market value

was taken to be the lower of market price at year-end or average market price in the last
quarter.

Holdings in Group and associated companies and unlisted securities are carried at the lower

.of cost or underlying book value, adjusted by the related allowance for the amount of the
unrealized gains disclosed at the time of the acquisition and still existing at the date of
subsequent valuation. €3,794 thousand were recorded in this connection under the
“Provisions for Contingencies and Expenses” caption (see Note 13).

The future income of these companies will enable the Company to recover, where
appropriate, the acquisition costs paid in excess of the underlying book values.

As parent company of the Group, the Company presents consolidated financial statements.
The effect of consolidation, with respect to these individual financial statements, was to

increase assets in 2004 by €157,146 thousand, reserves by €47,502 thousand and income for
the year by €40,818 thousand.

e) Treasury stock

Treasury stock is valued at the lowest of the following values: cost, year-end market price,
average market price in the last quarter or underlying book value. An allowance is recorded
for the difference between the acquisition cost of the shares of treasury stock and the lowest
of the aforementioned three values. This allowance is recorded as a reduction of acquisition
cost under the “Treasury Stock” caption in the accompanying balance sheet.




f) Short-term investments

Short-term nontrade loans are recorded at the amount delivered, plus the related accrued
interest receivable at year-end.

The time deposits maturing at short term are valued at cost, plus the accrued interest
receivable as of the date of the financial statements.

g) Provisions for contingencies and expenses

The “Provision for Taxes” relates to the estimated amount of the tax debts whose exact

amount or date of payment have not yet been determined, since they depend on the
fulfillment of certain conditions.

The “Provision for Third-Party-Liability” caption relates to the estimated amount required to
meet the Company’s liability, as the majority shareholder, for the portion of the losses
incurred at investees whose net worth has become negative, and whose net-worth
equilibrium must be restored by their shareholders. The provision is recorded with a charge
- to the “Variation in Investment Valuation Allowances” caption in the accompanying statement
of income when the obligation giving rise to said provision arises. Overprovisions or the full
provision are reversed when the risk is reduced or disappears (see Notes 4-d and 13).

h) Severance costs

Under current labor legislation, the Company is required to pay severance to employees
terminated under certain conditions. The Company records the required provisions when
the resolution to terminate the related employment relationships is adopted.

Company management does not envisage any terminations which would require the
recording of a provision in this connection.

i) Classification of debt

Debts are recorded at their effective value. Debts maturing in under 12 months from the

balance-sheet date are classified as current liabilities and those maturing at over 12 months
as long-term debt.

j) Corporate income tax

The corporate income tax expense for the year was calculated by obtaining the gross tax
payable through application of the tax rate to book income before taxes, adjusted by the
amount of any positive or negative permanent differences, including those arising from tax
consolidation adjustments. Subsequently, the gross tax payable was reduced by the
applicable tax relief and tax credits, excluding tax withholdings and prepayments.




The Company files consolidated tax returns pursuant to Corporate Income Tax Law 43/1995
as the parent company of tax group 2/91.

As a result of timing differences, the Company records deferred tax assets and deferred tax
liabilities, as appropriate, for the difference between the corporate income tax payable and
the tax expense recorded. The deferred tax assets are recorded when there is no reasonable
doubt as to their recovery.

The Company, as the parent company of the group, records the adjustments arising from
the tax consolidation mechanism, and recognizes the timing differences and records the
related tax asset resulting from the variation in the investment valuation allowance relating
to the Company’s holdings in entities included in the consolidated tax group.

In order to recognize the tax expense in the corresponding year, and since the Company’s
directors consider that there are no reasons to doubt that the consolidated tax group will
recover the tax asset arising from the unused tax credits, the Company records the tax asset
under the “Long-Term Investments — Other Loans” caption in the accompanying balance sheet.

k) Foreign currency transactions

Foreign currency on hand and receivables and payables denominated in foreign currencies
are translated to euros at the exchange rates ruling at the transaction date. Exchange
- differences arising from the translation are allocated to income for the year.

At year-end, foreign currency on hand and receivables and payables in foreign currencies
are franslated to euros at the year-end exchange rates, and any resulting exchange losses are
taken to income. Exchange gains on the same balances, if they are not offset against prior

years’ exchange losses, are recorded under the “Deferred Revenues” caption in the balance
sheet.

Exchange gains deferred in prior years and those arising in the current year are credited to
income in the year in which the related accounts payable and receivable fall due, except
when the result at maturity is guaranteed by means of hedging transactions, in which case
they are taken to income in the current year.

I) Recognition of revenues and expenses

Revenues and expenses are recognized on an accrual basis, regardless of when the resulting
monetary or financial flow arises.

However, in accordance with the accounting principle of prudence, the Company only
records realized income at year-end, whereas foreseeable contingencies and losses,
including possible losses, are recorded as soon as they become known.




m) Hedging instruments

Prisa is exposed to exchange rate risks as a result of the potential fluctuations in the various
currencies in which its debt to financial institutions is denominated and, accordingly, every
year it hedges this type of transaction on the basis of its projections and budgets. The
Company is also exposed to variations in the interest rate curve since all of its debt to
financial institutions is at floating rates. Consequently, the Company arranges interest rate
hedging contracts using basically contracts structured to guarantee interest rate ceilings.

At year-end the contracts in force were valued by comparing, for each contract on a case-by-
case basis, the price agreed on with the market value of each currency and the reference

interest rate, if any, at year-end.

The theoretical value of these transactions as of December 31, 2004, reflected losses of €3
thousand for the Company, which were recorded in its accounting records.

‘5.- Intangible assets

The transactions recorded in 2004 in intangible asset accounts and the related accumulated
amortization are summarized as follows (in thousands of euros):

Balance at Balance at
_ 12/31/03 Additions | Transfers | Retirements 12/31/04
Cost -
Concessions, patents and other 113 - - - 113
Leasehold assignment rights 1,662 - - - 1,662
1 Computer software 2,661 93 2,207 - 4,961
Advances and construction in
progress 2,010 449 (2,207) (113 139
Total cost 6,446 542 - (113) 6,875
Accumulated amortization -
Concessions, patents and other 109 2 - - 111
Leasehold assignment rights 477 166 - - 643
Computer software 799 757 - - 1,556
Total accumulated amortization 1,385 925 - - 2,310

The additions in 2004 to the “Advances and Construction in Progress” caption relate mainly to
the various projects which the Company is implementing within the framework of its

Technological Plan. As these projects in progress are completed they are transferred to the
“Computer Software” caption. |

As of December 31, 2004, €453 thousand of the Company’s intangible assets had been fully
amortized.




6.- Tangible fixed assets

The transactions in 2004 in tangible fixed asset accounts and the related accumulated
depreciation are summarized as follows (in thousands of euros):

Balance at Balance at
12/31/03 Additions Transfers | Retirements 12/31/04

Cost -

Land 14,525 - - (13,286) 1,239

Structures 98,523 1,716 467 (94,635) 6,071

Plant and machinery 4,519 470 - (3.773) 1,216

Other fixtures and furniture 1,688 111 44 ) 1,839

Other tangible fixed assets 3,590 1,748 44) (956) 4,338

Advances and construction in

progress 114 3,282 (467) (2,474 455

Total cost 122,959 7,327 - (115,128) 15,158
Accumulated depreciation -

Structures 38,864 1,324 - (37,740) 2,448

Plant and machinery 2,765 498 - (2,599 664

Other fixtures and furniture 1,347 80 - (1) 1,426

Other tangible fixed assets 2,183 608 - (753) 2,038
Total accumulated depreciation 45,159 2,510 - (41,093) 6,576

The additions in 2004 relate basically to the improvements and refurbishments made to the
Company’s buildings and to the investments in computer and communications equipment
related to the projects being developed by the Company as part of its Technological Plan.

Also, the retirements recorded relate mainly to the assignment of the assets of the real estate
line of business on December 17, 2004, to Prisa Divisién Inmobiliaria, S.L. (See Nofe 7), a

Group company that will continue to operate the properties transferred, together with those
already owned by it.

Following is a summarized balance sheet of the contribution to Prisa Divisién Inmobiliaria,
S.L. (in thousands of euros):




Assots Thousands Shareholders” Equity Thousands
of Euros and Liabilities of Euros

Tangible fixed assets 72,033 Shareholders” equity 67,124
Land 12,884 Capital stock 7,001
Structures 93,288 Additional paid-in capital 60,123
Other tangible fixed assets 6,845

Accumulated depreciation (40,984) Long-term debt 3,116
Long-term investments 506 Current liabilities 2,299
Total Assets 72,539 | | Total Shareholders” Equity 72,539

and Liabilities

As indicated in Nofe 4-c to these financial statements, the Company revalued its tangible
fixed assets pursuant to Royal Decree-Law 7/1996.

The accounts affected by the revaluation and the effect thereof as of December 31, 2004,
were as follows (in thousands of euros):

Surplus
Revaluation Accumulated Not Yet Period
Surplus Depreciation Depreciated Provision
Structures 1,130 (401) 729 57
Plant and machinery 28 (28) - 6
Other fixtures and furniture 90 (90) - -
Other tangible fixed assets 34 {7 27 1
Total 1,282 (526) 756 64

As of December 31, 2004, €2,441 thousand of the Company’s tangible fixed assets had been

fully depreciated.

The Company takes out insurance policies to adequately cover the replacement value of its

assets.

7.- Long-term investments

The transactions recorded in 2004 in long-term investment accounts are summarized as

follows (in thousands of euros):




Balance at Balance at
12/31/03 Additions | Transfers | Retirements| 12/31/04
Cost

Investments in Group companies 442,462 91,181 - (3,000) 530,643
Investments in asseciated companies 280,870 125,886 - - 406,756
Deposits and guarantees 176 - - (166) 10
Other loans 130,610 51426 - (9,051) (5,544) 167,441
Loans to Group compaities - 39,638 (5,675) - 33,963
Loans to associated companies 50,000 - 2,272 - 52,272
Investinent tax credits (Note 16) 45,614 7,409 - (4,723} 48,300
Deferred tax asset (Nofe 16) 28,973 4,379 - (821) 32,531
Otiter 6,023 - (5,648) - 375
Total cost 854,118 268,493 (9,051) (8,710) 1,104,850

Allowances
Group companies 80,364 21,837 - (4,281) 97,920
Associated companies 11,046 58401 - - 69,447
Total provisions 91,410 80,238 - (4,281) 167,367

The main direct and indirect holdings of Promotora de Informaciones, S.A. are listed in
Exhibit I and Exhibit I, respectively.

Investments in Group companies

The main addition recorded in 2004 relates to the capital increase carried out at Prisa
Divisién Inmobiliaria, S.L. amounting to €67,124 thousand, through the nonmonetary

contribution of personal and corporate assets making up the real estate line of business (see
Note 6).

Additionally, coniributions were made in 2004 to Gran Via Musical de Ediciones, S.L.
{€5,737 thousand) and to Plural Entertainment Espafia, S.L. (€1,802 thousand), in order to
offset losses and to contribute to the restoration of the net worth equilibrium.

Lastly, on May 7, 2004, the Company acquired the 13.24% holding in the capital of Grupo
Latino de Radio, S.L. for €16,513 thousand from Invernac & Cia S.C.A. and Compafifa del
Litoral, S.A., which belong to Grupo Valores Bavaria, S.A. The Company owns the
remaining 86.76% of the capital of this company through its subsidiary Prisa Division
Internacional, S.L. The purchase took place after the collection of this amount from Valores
Bavaria, S.A. in connection with the unpaid debt relating to the reimbursement of the
contributions of holdings in Radio Latinoamericana, S.A. and in the Caracol Group
companies (see Nofe 10).

The retirements recorded in 2004 relate to the sale on July 14, 2004, of the 50% ownership
interest in Agencia Informativa de Noticias Econémicas, S.L., for €1, to Grupo Empresarial
de Medios Impresos, 5.L., a wholly-owned investee of the Company. The cost on the
balance sheet of this investment was €3,000 thousand which was provisioned in full.




Holdings in associated companies

In 2004 the Company acquired a further 3.29% of Sogecable, S.A. for €125,886 thousand,
increasing its ownership interest from 19.71% to 23.00%.

Other loans

Loans to Group companies-

The additions to this caption include the participating loan of €39,638 thousand granted
to Gran Via Musical de Ediciones, S.L. in September 2004. The interest rate is tied to
Euribor, and its accrual is dependent upon the borrowing company achieving certain
annual billings and results. The final maturity of the loan is in December 2015. The
transfers recorded relate to the reclassification to short term under the “Short-Term

Investments” caption (see Note 11) of the installment of this loan maturing in December
2005,

Loans to associated companies-

This caption includes a loan of €50,000 thousand granted by the Company to Sogecable,
S.A. by virtue of the agreement entered into on July 9, 2003. This loan is part of the
agreement whereby Vivendi Universal, S.A., Telefénica de Contenidos, S.A.U. and the
Company undertook to grant Sogecable, S.A. a ten-year commercial participating loan
amounting to €150,000 thousand to meet its operating needs following its integration
with Via Digital. The transfers recorded in 2004 relate to the capitalization of interest
accrued in 2003 (see Note 11).

Investment tax credits-

The tax receivables amounting to €7,409 thousand generated in 2004 for tax credits for
investments of the Company and the consolidated tax group are included as an addition
*in 2004, The balancing entry for these tax receivables is an account payable to Group
companies included under the “Long-Term Debt - Payable to Group and Associated
Companies” caption in the accompanying balance sheet (see Note 14). Lastly, the
retirement of the balance of this account relates to the partial use of the investment tax

credits (€4,723 thousand) earned by the Company and by the consolidated tax group in
2002 and 2003.

Deferred tax assei-

The variations recorded in the “Deferred Tax Asset” account (an addition of €4,379
thousand and a retirement of €821 thousand) relate to the timing differences arising from
the variation in the allowances for the decline in value of the Company’s holdings in
entities included in the consolidated tax group.

- 10 -




Other-

The transfers recorded relate, basically, to the reclassification to short term under the
“Accounts Receivable ~ Other Accounts Receivable” caption (see Note 10) of the account
receivable amounting to €5,273 thousand generated in 2003 as a result of the sale of a
building lot in Madrid, the final maturity of which is in June 2005.

8.- Treasury stock

As of December 31, 2004, Promotora de Informaciones, S.A. held a total of 10,940,625 shares

of treasury stock, representing 5% of its capital. The total cost of these shares was €29,706
thousand, with a cost per share of €2.72.

The Company plans to cover the exchangeable bond issue launched in 2003 (see Note 14)
through all the shares of treasury stock held by it.

In the context of the above-mentioned issue, the Company had loaned 5,539,473 shares as of
December 31, 2004 (see Note 14).

9.- Deferred charges

The “Deferred Charges” caption relates to the expenses incurred as a result of the
exchangeable bonds issue that were assumed by the Company by virtue of the agreement
entered into on December 19, 2003, with Prisa Finance (Netherlands) B.V. (see Note 14).

The Company will allocate these expenses to income over the next five years by the straight-
line method based on the maturity of the exchangeable bonds. €746 thousand were charged
to the accompanying statement of income in this connection.

10.- Accounts receivable

The main short-term accounts receivable are recorded under the following headings:
Receivable from Group and associated companies

This caption includes both the accounts receivable from Group and associated companies
for the provision of services, amounting to €13,572 thousand (see Nofe 17), and those relating

to the net balance receivable by the Company (€20,022 thousand) as a result of the
settlement of the corporate income tax expense for 2004 of the consolidated tax group.
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Other accounts receivable

The balance of this account as of December 31, 2003, included an account receivable from
Valores Bavaria, S.A. for €17,152 thousand that arose in 2003 for the reimbursement of the
contributions of Participaciones de Radio Latinoamericana, S.A. and of the Caracol Group
companies. In 2004 the outstanding balances were collected in full (see Note 7).

As a result of the sale in 2003 of a building lot in Madrid with deferred payment, the
Company collected €4,745 thousand in 2004, and it has an account receivable for €5,273
thousand in this connection (see Note 7), which is recorded under the “Other Accounts
Receivable” caption of the balance sheet as of December 31, 2004.

11.- Short-term investments

Since September 2002 the Company has centralized all the cash balances of the PRISA
Group companies located in Spain through transfers from (to) the banks at which it has
demand deposits. The balances in this connection earn and bear interest for the Company at
rates tied to Euribor plus a spread. As of December 31, 2004, this caption included €512,525
thousand of balances and interest receivable from Group companies arising from the above-
mentioned centralization of cash.

This caption also includes the loans granted to Iberbanda, S.A. and Inversiones en
Radiodifusién, 5.A., amounting to €8,273 thousand and €1,118 thousand, respectively, as
well as the interest earned on these loans and on that granted to Sogecable, S.A. (se¢ Note 7),
totaling €5,964 thousand, and the installment of €5,675 thousand of the participating loan

granted to Gran Via Musical de Ediciones , S.L. scheduled to mature in December 2005 (see
Note 7).

12.- Shareholders’ equity

A detailed summary of the transactions recorded in equity accounts in 2004 is presented in
Exhibit I to these financial statements.

Capital stock

As of December 31, 2004, the capital stock of Promotora de Informaciones, S.A. consisted of
218,812,500 shares of €0.1 par value each.

As of December 31, 2004, the only shareholders of the Company with direct ownership

interests of 10% or more in its capital stock were Promotora de Publicaciones, S.L., with a
holding of 44.535%, and Timoén, S.A., with a holding of 18.421%.
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Additional paid-in capital

The revised Corporations Law expressly permits the use of the additional paid-in capital
balance to increase capital with a charge to reserves and establishes no specific restrictions
as to its use.

Reserves

1983 revaluation reserve -

Pursuant to the legislation on the revaluation of tangible fixed assets and intangible
assets published in 1983, the cost and accumulated depreciation and amortization of the
assets were increased by a net amount of €3,289 thousand, and this amount is recorded
‘under the “1983 Revaluation Reserve” caption.

Revaluation Reserve Royal Decree-Law 7/1996-

Under Royal Decree 2607/1996 approving the regulations for asset revaluations pursuant
to Royal Decree-Law 7/1996, the surpluses arising from the revaluations must be
charged to the “Revaluation Reserve Royal Decree-Law 7/1996” caption.

The balance of this caption, which amounted to €10,650 thousand as of December 31,
2004, is restricted for ten years,

The tax authorities reviewed the balance of this account in 1999, increasing it by €92
thousand. Promotora de Informaciones, S.A. will, if appropriate, record the accounting
entry for the difference once final decisions have been handed down on the objections
raised against the changes made by the tax inspection authorities.

Legal reserve -

Under the revised Corporations Law, 10% of income for each year must be transferred to
the legal reserve until the balance of this reserve reaches at least 20% of capital stock. The
Company has already reached this threshold.

The legal reserve can be used to increase capital provided that the remaining reserve
balance does not fall below 10% of the increased capital stock amount.

Except as mentioned above, until the legal reserve exceeds 20% of capital stock, it can
only be used to offset losses, provided that sufficient other reserves are not available for
this purpose.

Reserve for treasury stock -

Under Article 79 of the revised Corporations Law, when a company has acquired
treasury stock, it must record on the lability side of the balance sheet a restricted reserve
equal to the cost of the treasury stock recorded in assets. This reserve must be maintained
until the shares are sold or retired.
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Bylaw reserves -

Under Article 32 of the Company’s bylaws, a reserve must be recorded each year to
which at least 10% of income after taxes is transferred until the balance of this reserve
reaches at least 20% and does not exceed 50% of the paid-in capital stock. The Company

has already reached this threshold.

13.- Provisions for contingencies and expenses

The variations in this caption in 2004 were summarized as follows:

Balance at Balance at
12/31/03 Additions Retirements 12/31/04
Provision for taxes 9,448 - ()] 9,442
Provision for third-party liability 1,346 2,846 (398) 3,794
Total cost 10,794 2,846 (404) 13,236

The “Provision for Taxes” account relates to the estimated amount of the tax debts arising
from the tax inspection at the Company (see Note 16).

The additions to the “Provision for Third-Party Liability” account relate mainly to the
provision recorded to cover the negative net worth of Prisacom, S.A. as of December 31,
2004. The retirements relate to the provision in this same regard at Gran Via Musical de
Ediciones, S.A., which as of December 31, 2004, presented a balance of €948 thousand.

14.- Long-term debt

The Company’s long-term payables are grouped together under the following captions:

Payable to Group and associated companies

The detail of the transactions recorded under this caption in 2004 is as follows (in thousands

of euros):
Balance at Balance at
12/31/03 Additions Retirements 12/31/04
Payable to Prisa Finance (Netherlands) B.V. 162,300 - - 162,300
Investment tax credits 24,282 7409 (2,307) 29,384
Other payables 4,404 - - 4,404
Total 190,986 7,409 (2,307) 196,088
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Prisa Finance (Netherlands) B.V .-

On December 11, 2003, Prisa Finance (Netherlands) B.V., a wholly-owned subsidiary of
the Company, resolved to launch an issue of bonds exchangeable for common shares of
the Company. The nominal amount of this issue was €162,300 thousand, and the face
value of each bond was €10,000. Following the placement of this issue, the annual
coupon was set at 1.75% of the bond principal and the exchange premium of each bond
was set at 34% of the benchmark price per share established at €11.0755. The maturity
date of the bonds was established at five years from the issue date.

In the context of this issue, on December 19, 2003, the Company entered into a deposit
agreement with Prisa Finance (Netherlands) B.V., whereby the Company guarantees
bondholders that it will fulfill all its obligations.

Also, the funds obtained from the bond issue, amounting to €162,300 thousand, were
transferred to the Company as a deposit, and the interest thereon was 1.75% of the
principal, payable under the same terms and conditions as those established for the issue.

'The Company plans, through its subsidiary, to cover the exchangeable bond issue
through all the shares of treasury stock held by it (see Note 8).

In addition to the foregoing, the Company made available to the entities managing the
transaction, as a securities loan, up to a maximum of 9,846,562 shares of its treasury stock
in order to provide financial coverage for the investors that required it. As of December
31, 2004, the number of shares thus loaned was 5,539,473, The loan will earn interest of
five basis points, payable monthly, calculated on the basis of the market value of the
loaned shares. Also, the Company will be entitled to receive from the entities managing
the transaction the full amount of any dividend granted to the loaned shares during the
term of the loan.

Investment tax credits-

- The accounts payable to companies that form part of the consolidated tax group are
recorded as an addition in the year amounting to €7,409 thousand, arising as a result of
the investment tax credits earned by these companies in 2004 that were not used in the
tax group’s corporate income tax settlement (see Nofe 7). The Company used €2,307
thousand in the consolidated tax group’s 2004 corporate income tax settlement.

Other Payables-

The “Other Payables” account includes €4404 thousand relating to the assessments
issued by the tax authorities against Sociedad Espafiola de Radiodifusién, S.A. (SER) for
withholdings from income from movable capital. Promotora de Informaciones, S.A.’s
entitlement to a refund has been recognized, and the Company has undertaken to repay
the amount involved if the appeals filed are ultimately not successful.
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Payable to credit institutions

The long-term payables to credit institutions, which relate to loans and credit facilities tied

to EURIBOR or LIBOR plus a spread of 0.25% to 0.60%, totaled €210,078 thousand. The limit
of these credit facilities was €334,066 thousand.

The detail and maturities of the financial debt as of December 31, 2004, are as follows:

Euribor (EU €) Libor (US %)

Maturity Face Value Drawn Down | Available Face Value Drawn Down
2006 126,915 85,710 41,205 8,516 8,516
2007 148,050 65,267 82,783 11,485 11,485
2008 39,100 39,100 - - -
Total 314,065 190,077 123,958 20,001 20,001

15- Current liabilities

The main current liabilities are grouped under the following captions:

Payable to Group and associated companies

As of December 31, 2004, this caption included the payables to Group and associated
companies as a result of the centralization of the cash balances of the Prisa Group
companies amounting to €411,936 thousand (see Note 11), the accounts payable relating to
the net balance payable by the Company as a result of the consolidated tax group’s 2004
corporate income tax settlement amounting to €15,735 thousand, and payables to Group and
associated companies for services, amounting to €1,950 thousand.

Payable to credit institutions

The short-term payables to credit institutions relate to loans and credit facilities totaling
€62,364 thousand tied to EURIBOR and LIBOR plus a spread of 0.25% to 0.60%. The limit of
these credit facilities was €220,948 thousand.

The detail of the financial debt as of December 31, 2004, was as follows:

Euribor (EU €) Libor {US §)
Face Value Drawn Down | Available Face Value Drawn Down
2005 215,247 56,663 158,584 5,701 5,701
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16.- Tax matters

As indicated in the “Valuation Standards” caption, the Company, as the parent company of
consolidated tax group 2/91, files consolidated tax returns pursuant to the Corporate

Income Tax Law.
Tax receivables and taxes payable

The detail of the balances of “Tax Receivables” and “Taxes Payable” as of December 31,
2004, is as follows (in thousands of euros):

Receivable Payable

Short Term |Long Term | Short Term {Long Term

Corporate income tax 2,634 - - -

Unused tax credits (Note 7) - 48,300 - -

Deferred tax asset (Note 7) - 32,531 - -

Deferred tax liability - - - (134)
VAT, personal income tax withholdings, accrued social

security taxes and other 1,507 - (1,044) -

Total 4,141 80,831 (1,042) (134)

Reconciliation of income per books to taxable income

The reconciliation of income per books for 2004 to taxable income for corporate income tax
purposes is as follows (in thousands of euros):

Income for the year per books 62,434
2004 corporate income tax (26,766)
Adjustment of 2003 corporate income tax {175)
Permanent differences 12,689
Timing differences 12,505
Taxable income 60,687

Incentives used

Current corporate income tax regulations provide for certain tax incentives. Pursuant to
Article 40 of the Corporate Income Tax Law, the Company, on calculating its corporate
‘income tax expense for the year, availed itself of tax benefits amounting to €7 thousand,
which were used in the year. Also in 2004, the Company took the tax credit envisaged in
Article 20 of Law 49/2002 on the Tax Regime for Not-For-Profit Entities and Patronage Tax
Incentives, amounting to €744 thousand. Furthermore, the Company took €42,832 thousand
of dividend double taxation tax credits arising in 2004,

The Company, under the agreement between the Prisa Group and Forum Universal de las

Culturas Barcelona 2004, S.A., resolved to make investments and incur expenses for the
purposes of the tax benefits envisaged in Additional Provision Five of Law 14/2000 on Tax,
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Administrative, Labor and Social Security Measures, giving rise to entitlement to a tax credit
in the 2004 corporate income tax charge of €22 thousand, which was taken in full.

In 2001 the Company applied the transitional regime established with the introduction of
the tax credit for reinvestment of extraordinary income envisaged in the current Article 42
of the Corporate Income Tax Law to gains amounting to €79,277 thousand, obtained in 1996,
1997, 1998, 1999 and 2001. As of December 31, 2001, the Company had complied with the
reinvestment obligation through the acquisition of tangible fixed assets and long-term
investments by the Company itself and by other companies belonging to the consolidated
fax group. '

Similarly, in 2004 the Company applied the above-mentioned tax credit for reinvestment of
extraordinary income to income totaling €125 thousand. In 2004 it complied with the
reinvestment requirement through the acquisition of fixed assets under the terms envisaged
in Article 42 of the Corporate Income Tax Law. The tax credit earned in this connection
amounted to €25 thousand.

Corporate income tax

As the parent company of the above-mentioned consolidated tax group, the Company
records the Group’s overall corporate income tax position arising from the consolidation
process. The consolidated tax group’s taxable income amounted to €99,366 thousand, after
making the consolidation adjustments for a net negative amount of €95,775 thousand. The
tax asset in this connection, after offset of Group companies’ tax losses of €1,739 thousand
arising in years prior to their inclusion in the consolidated tax group, amounted to €2,634
thousand as of December 31, 2004, and is recorded under the “Other Nontrade Payables -
Taxes Payable” caption. This amount includes, in addition to the aforementioned tax credits
of the company itself amounting to €3,161 thousand (net of the dividend double taxation tax
credits of tax group companies amounting to €40,468 thousand), the unused tax credits of
the tax group taken in the year which arose in 2001, 2002 and 2003 (€4,222 thousand), and in
2004 (€13,022 thousand) and the tax credits earned by Group companies before they became
part of the Group, amounting to €18 thousand. The settlement of the balance of the tax
prepayments made during the year, amounting to €14,962 thousand, and the period
withholdings borne by the tax group, totaling €1,417 thousand, were also included.
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Unused tax credits

As of December 31, 2004, the balance of the Company’s long-term tax receivable amounted
to €48,300 thousand, and is recorded under the “Long-Term Investments — Other Loans”
caption on the asset side of the balance sheet (see Nofe 7). This amount comprises €7,410
thousand of investment tax credits earned and not taken in 2004 and €40,890 thousand of
prior years’ investment tax credits.

Deferred tax assets and liabilities
As the parent company of the tax group, the Company records the related tax expense or

revenue taking into account the effect of the permanent and timing adjustments arising as a
result of consolidation for tax purposes.

The timing differences recorded by the Company and the variations therein in 2004 were as
follows (in thousands of euros):

Deferred Tax Asset | Deferred Tax Liability
Balance at 12/31/03 28,973 3,045
Additions 4,379 -
Retirements (821) (2,911)
Balance at 12/31/04 32,531 134

Deferred tax asset-

The deferred tax asset arose mainly from the variations in the investment valuation
allowances of the companies included in the consolidated tax group, and is recorded
under the “Long-Term Investments — Other Loans” caption (see Note 7).

Deferred tax liability-

The variation in the deferred tax liability arose mainly from the transaction to transfer the
real estate line of business to Prisa Division Inmobiliaria, S.L. (see Nofe 6). This
transaction included assets acquired under financial lease contracts eligible for the tax
benefits applicable to these assets and, accordingly, the balance relating to the
unreversed deferred tax liability was transferred together with the properties.

The present balance relates to the effect of taking accelerated depreciation on assets
pursuant to Royal Decree Law 3/1993, and is recorded under the “Long-Term Debt - Taxes

Payable” and “Current Liabilities ~Taxes Payable” captions in the accompanying balance
sheet,
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Years open for review by the tax inspection authorities

As a result of the tax audit performed by the tax authorities in 1988 and 1989, various tax
assessments were issued for a total amount of €8,769 thousand. In 2002 the Supreme Court
dismissed the appeal filed and the outstanding tax debt arising from the assessments,
amounting to €4,120 thousand, was paid. The decision was appealed to the Constitutional
Court and in 2003 the appeal for protection of constitutional rights was rejected.
Nevertheless, in 2003 an order was received from the National Appellate Court upholding
an ancillary execution proceeding in relation to the settlement arising from the above-
mentioned Supreme Court decision, on account of the incorrect calculation of late-payment
interest, entitling the Company to collect €1,332 thousand. When it enforced the judgment in
2004, the Government disallowed the tax refund and ordered the Company to pay an
addifional amount of €122 thousand, which was paid in and appealed against by the
“Company. In 2004, the National Appellate Court handed down a further order rendering
such settlement null and void and confirming the right to the original tax refund and the

refund of the additional amount paid in, giving rise to an overall collection claim of €1,454
thousand.

Also, the tax authorities audited the years open for review through 1996 of the Company
and its consolidated tax group, and issued tax assessments amounting to €7,187 thousand
against the Company relating to personal income tax withholdings and prepayments, VAT,
the single revaluation tax and, as the head of the tax group, corporate income tax. Since the
Company does not concur with the criteria applied by the tax inspection authorities, it has
filed appeals in the appropriate jurisdictions against substantially all the tax assessments
issued; however, in accordance with the accounting principle of prudence in valuation, the
Company has recorded a provision of €9,442 thousand to cover any payments that it might
have to make in this connection in the future (see Note 13).

In 2004, the tax authorities announced the commencement of an audit of the consolidated
tax group. Consequently, the following taxes and years are being reviewed: corporate
income tax (1999, 2000, 2001 and 2002), VAT, personal income tax withholdings and
prepayments (employees and professionals), the tax on property income, the tax on income
from movable capital and nonresident income tax (for the period from June 2000 to May
2004). No additional material labilities are expected to arise for the Company as a result of
this tax audit.
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17.- Revenues and expenses

Transactions with Group and associated companies

The transactions carried out in 2004 were as follows (in thousands of euros):

Revenues Expenses
Services Financial Services Financial
Rendered Revenues | Dividends Received Expenses
Group companies 17,391 3,852 118,080 901 3,687
Associated companies 5,060 6,656 4,296 - -
Total 22,453 10,508 122,376 901 3,687

The detail of the dividend revenues earned by the Company in 2004 from Group and
associated companies is as follows (in thousands of euros):

Thousands
of Euros
Group companies-
Diario El Pais, S.L. 74,416
Sociedad Espariola de Radiodifusién, 5.A. 20,732
Prisa Division Inmobiliaria, 3.1 9,000
Grupo Santillana de Ediciones, S.L. 6,000
Gerencia de Medios, S.A. 3,916
Paltrieva, S.A. 2,456
Redprensa, S.A. 1,560
Associated companies-
Inversiones Godé, S.A. 4,296
Total 122,376

The revenues from services provided to third parties relate basically to rent and central
corporate services.

Fees received by the audit firm

The fees for financial audit services provided to the various companies composing the Prisa
Group and subsidiaries by the principal auditor and by other entities related to the auditor
during 2004 amounted to €1,144 thousand, €62 thousand of which related to the services
provided to Promotora de Informaciones, S.A. Also, the audit fees charged by other auditors
participating in the audit of the various Group companies totaled €184 thousand.

Additionally, the fees for other professional services provided to the various Group
companies by the principal auditor and by other entities related to the auditor during 2004
amounted to €437 thousand, €102 thousand of which related to the services provided to
- Promotora de Informaciones, 5.A., whereas the fees charged for such services by other
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auditors participating in the audit of the various Group companies totaled €26 thousand.
Promotora de Informaciones, S.A. did not receive any services of this kind.

Extraordinary revenues and expenses

The “Extraordinary Expenses” relate basically to donations made to foundations and other
entities for €2,124 thousand and to prior years” sundry expenses.

The “Extraordinary Revenues” relate mainly to the adjustment of the premium paid by the
participants in the 2000 stock options Plan, since none of them had exercised their options
(see Note 20).

18.- Employees

The average number of employees in 2004 was 105, of which 104 had permanent contracts
and 1 had a temporary contract.

19.- Directors’ compensation and other benefits

In 2004 the Company recorded the following compensation earned by the members of the
Board of Directors, mainly under the “Personnel Expenses” caption:

Thousands
of Euros
Wages and salaries 3,114
Directors” compensation 1,382
Attendance fees 897
Total 5,394

No credits, advances or loans have been granted to the members of the Board of Directors,
and there are no pension commitments to them.

As indicated in Note 20 to these financial statements, the Board members acquired 115,000
stock options in the 2000 stock options Plan and 185,000 in the 2004 stock options Plan.

Pursuant to Article 127 ter.4 of the Spanish Corporations Law, introduced by Law 26/2003,
which amends Securities Market Law 24/1988, and the revised Spanish Corporations Law,
in order to reinforce the transparency of listed corporations, following is a detail of the
companies engaging in an activity that is identical, similar or complementary to the activity
that constitutes the corporate purpose of Promotora de Informaciones, S.A. in which the
members of the Board of Directors own equity interests, and of the functions, if any, that
they discharge thereat:
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Owner

Investee

% of
Owner-
ship

Functions

Jestis de Polanco
Gutfiérrez

Sogecable, 5.A.

23.004

Juan Luis Cebrian
Echarri

Cable Antena, S.A

Deputy Chairman

Canal Satélite Digital, S.I.,

Centro de Asistencia Telefénica, S.A.

DTS Distribuidora de Televisién Digital, S.A.

Gestién de Derechos Audiovisuales y
Deportivos, S.A.

Plataforma Logistica de Usuarios de
Sogecable, S.L.

I

Servicios Técnicos de Sogecable, S.1.

"

Sociedad General de Cine, 5.A.,

>

Sogecable, S.A.

I

Sogepag, S.A.

"

Compaiiia Independiente de Televisién, S.L.

"

Compafiia Independiente de Noticias de
Televisién, S.L.

Representative of the Director
Sogecable, S.A.

Sistema Radiopolis, S.A. de C.V.

Director

Cadena Radiodifusora Mexicana, S.A. de
C.V.

#l

Radio Comerciales, S.A. de C.V.

Fis

Radioc Melodia, S.A. de C.V.

&

Radio Televisora de Mexicali, S.A. de C.V.

4

Radio Tapatia, 5.A. de C.V.

FZ

Xezz, S Ade CV

a

Le Monde Europe, S.A.

Representative of the
Management Committee
Member, Promotora de
Informaciones, 5.A.

Francisco Javier
Diez de Polanco

Canal Club de Distribucién de Ocio y
Cultura, S.A.

Director

Cable Antena, S.A.

Executive Director

Canal Satélite Digital, 5.L.

Centro de Asistencia Telefénica, S.A.

Compaiia Independiente de Television, S.L

DTS Distribuidora de Television Digital, S5.A.

Gestion de Derechos Audiovisuales y
Deportivos, 5.A.

Plataforma Logistica de Usuarios de
Sogecable, S.L.

“

Servicios Técnicos de Sogecable, SL.

Sociedad General de Cine, S.A.

Sogecable, S.A.

Sogepag, S.A.

Sogecable Fitbol, S.L.

Director acting severally

Audiovisual Sport, S.L.

Chairman {representing
Sogecable, S.A)

Cinemania, S.L.

Compaiiia Independiente de Neticias de
Television, S.1.

Director (representing
Compafiia Independiente de
Television, S.L.)

Warner Lusomundo Sogecable Cines de
Espafia, 5.A.

Director {representing

Sogecable, 5.A)
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Y of
Owner Investee Owner- Functions
ship
Ignacio Polanco Sogecable, S.A. 0.020 -
Moreno Cadena Radiodifusora Mexicana, S.A. de - Director
C.V.
Radio Comerciales, S.A. de C.V. - “
Radio Melodia, S.A. de CV. - “
Radio Televisora de Mexicali, 5.A. de C.V. - i
Radio Tapatia, 5S.A. de C.V. - i
Sistema Radidpolis, S.A. de C.V. - “
Xezz, S5.A. de CV. - “
Isabel Polanco Sogecable, S.A. 0.000 -
Moreno
Manuel Polanco Productora de Televisién de Almeria, S.A. - Deputy Chairman
Moreno Novolécnica, S.A. - Director
Promotora Audiovisual de Jaén, S.A. - i
Antena 3 de Radio, S.A, - “
Eje de Editores Media, 5.1 - i
Diego Hidalgo Sogecable, S5.A. 0.000 Director
Schnur
Francisco Pérez Sogecable, S.A. - Director
Gonzilez
Adolfo Valero Sogecable, S5.A 0.015 -
Cascante
Emiliano Martinez | Sogecable, S.A. 0.011 -
Rodriguez
Juan Salvat Sogecable, S.A. 0.009 -
Dalmau
Borja Jesfis Pérez Sogecable, S.A. 0.007 -
de Arauna
Jestis dela Sernay | Sogecable, S.A. 0.000 -
Gutiérrez- Répide
Gregorio Marafién | Sogecable, S.A. 0.000 Director
v Bertran de Lis

{*) The holding declared by Jesiis de Polanco Gutiérrez in Sogecable, S.A. relates io the ownership interest held by
Promotora de Informaciones, S.A.

This list does not include Prisa Group companies.

Also, in accordance with the above-mentioned Law, it is hereby stated that there is no
record that any of the members of the Board have performed in 2004, or are currently
performing, for their own account or for the account of others, any activities that are
identical, similar or complementary to the activity that constitutes the corporate purpose of
Promotora de Informaciones, S.A. '
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20.- Stock option plan

On May 18, 2000, and April 15, 2004, the Shareholders’ Meetings approved stock option
plans for the acquisition of Company shares to facilitate the ownership of equity interests in
Prisa by the Company’s executives, by those of its corporate group and by particularly
significant professionals related to the Group who perform activities for the Group
companies on an ongoing basis; it also authorized the Board of Directors to develop and
implement this Plan.

The total number of options will enable a maximum of 1% of the capital stock of Prisa to be
acquired (2,188,125 shares). Each option carries the entitlement to acquire one share. This

- system will be applied in various tranches, pursuant to the general criteria approved by the

Board of Directors. The options and rights under this plan are nontransferable.

2000 Plan

The exercise period was initially stipulated as three years from the date on which each of the
tranches is awarded. On March 21, 2002, the Board of Directors decided to extend by one
year the exercise period of the stock options. Accordingly, the options acquired may be
exercised from July 1, 2003, through January 31, 2005.

The acquisition price of the options (premium) is 5% of the exercise price (the price per
share to be paid if the option is exercised). The exercise price is the retail tranche price in the
public offering, namely €20.8 per share. The amount paid for this premium as of December
31, 2003, was recorded under the “Deferred Revenues” caption in the accompanying balance
sheet. At 2004 year-end this amount was retired with a charge to “Extraordinary Revenues”
since none of the participants had exercised their options.

2004 Plan

On July 15, 2004, the Board of Directors approved a Compensation Plan consisting of the
delivery of options on the Company’s shares in accordance with the authorization granted
by the Shareholders’ Meeting on April 15, 2004.

The options acquired may be exercised from July 31, 2007 through January 31, 2008.

Each option may be acquired free of charge and the exercise price is €13.40 per share (which
is the simple arithmetic mean of the closing price of the Company’s shares on the

continuous market during the 90 trading days prior to the Shareholders’ Meeting on April
15, 2004).

The number of options granted as of December 31, 2004, amounted to 1,606,000 and affect
285 beneficiaries,
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21.- Legal matters

In connection with the enforcement process of the Spanish Supreme Court's decision of
June 9, 2000, which held that the Council of Ministers” Resolution dated May 20, 1994,
authorizing the economic concentration of Sociedad Espafiola de Radiodifusion, S.A.,
Antena 3 de Radio, S.A. and Scciedad de Servicios Radiofénicos Unién Radio, S.L. was
unlawful, the Directorate-General of Fair Trading, by means of a Resolution dated July 30,
2004, resolved to consider that the measures taken by the companies involved in the
concentration process “guarantee the effective separation of the operating and economic
management of Antena 3 de Radio, S.A. from Sociedad Espafiola de Radiodifusién, S.A.”
and that “neither Prisa or its group companies control Antena 3 de Radio, S.A”.
Accordingly, the aforementioned body responsible for enforcing the decision referred to
above considered its function to have been completed and remitted its Resolution to the
Supreme Court.

The Company has an ownership interest through Promotora de Emisoras, S.A. in the capital
stock of various local television companies. Law 62/2003 on Tax, Administrative, Labor and
Social Security Measures introduced further amendments to the television legal system,
whereby it is deemed compatible to simultancously hold material ownership interests (of
more than 5%) in national, autonomous community and local television license-holder
companies. However, the Law also establishes certain restrictions regarding population
coverage. Within this framework, Promotora de Emisoras de Televisién, S.A. may
- implement its plan to establish itself in the local and autonomous community television
industry by submitting bids in tenders called for the awarding of licenses. Accordingly, as a
result of the approval of the Local Digital Television Technical Plan by Royal Decree
439/2004 amended by Royal Decree 2268/2004, autonomous community governments are
beginning to invite bids for the indirect management of local digital television services and
the situation in the industry is in the process of being regularized. Once the calls for tender,
which will take place throughout 2005, have been completed, the situation in the industry
and Promotora de Emisoras de Television, S.A.’s final position therein, will be clarified.

22.- Guarantee commitments to third parties

In order for the LMDS broadcasting license to be awarded to the investee Iberbanda, S.A.,
Prisa provided a guarantee for the amount of the investment commitment made by this
company, in proportion to its percentage of ownership and based on the terms and
conditions in the tender specifications. As of December 31, 2004, the guarantees provided
totaled €1,179 thousand. Also, the Company is acting as guarantor of bank loans and credits
granted to Iberbanda, S.A. up to a maximum amount of €16,465 thousand.

In 2003 Sogecable, S.A. entered into a €1,350,000 thousand loan and syndicated credit
facility agreement. Under this agreement, Prisa assumed a commitment to the syndicate of
banks and credit institutions through June 30, 2005, to contribute funds to make good the
cash deficit, up to a maximum of €38,259 thousand, should Sogecable, S.A. be unable to
meet or does not meet the payment of the amounts owed under the senior bank debt. Also,
Prisa undertook to contribute funds to restore the senior debt/EBITDA ratio, limited to the
difference between the above-mentioned maximum amount and the cumulative amount
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previously contributed by Prisa to make good the cash deficit, provided that in the quarterly
consolidated financial statements as of June 30, 2006, the ratio is higher than 4:1.

As of December 31, 2004, the Company had provided bank guarantees amounting to €12,042
thousand, mainly in relation to the tax assessments issued by the tax authorities that were
signed under protest (see Note 16). Company management considers that the guarantees
provided to cover the litigation will under no circumstances have a material effect on the
accompanying consolidated statement of income.

23.- Subsequent events

- In January 2005, the Group company Promotora de Emisoras de Television, S.A. arranged
bank loans amounting to €30,000 thousand, of which Promotora de Informaciones, S.A.
guaranteed 75%, in proportion to the percentage of indirect ownership held by it in the
company.

Also in January 2005, Prisa acquired an additional 0.64% holding in Sogecable, S.A.
for €22,785 thousand, taking its total ownership interest to 23.64%.
24.- Statements of changes in financial position

Following are the statements of changes in financial position of Promotora de
Informaciones, S.A. for 2004 and 2003 (in thousands of euros):

25.- Explanation added for translation to English

These financial statements are presented on the basis of accounting principles generally
accepted in Spain. Certain accounting practices applied by the Company that conform with
generally accepted accounting principles in Spain may not conform with generally accepted
accounting principles in other countries.
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PROMOTORA DE INFORMACIONES, S.A. (PRISA)

2004 Individual Management Report




Translation of a report originally issued in Spanish. In the event of a discrepancy,
the Spanish-language version prevails

PROMOTORA DE INFORMACIONES, S.A. (PRISA)
2004 MANAGEMENT REPORT

1. Business performance

Promotora de Informaciones, S.A. (PRISA) is the company which heads the Prisa
Group. Its function within the Group is to develop central corporate services, act as the
Group’s financing center in Spain, receive dividends from its companies and engage in
other activities relating to the development and expansion of the Group.

In 2004 the Prisa Group’s growth once again outperformed the market. This was
directly reflected in the results obtained. Compared with 2003, the Group’s net income
grew by 70%, revenues increased by 9.3% and operating income (EBIT) by 39.8%.
These excellent levels of growth in results were strengthened by an improvement in
profitability operating margins of around 3%, which clearly reflects the stringency in
the efficient management of resources in all the businesses.

In 2004 PRISA’s investment activity focused mainly on the acquisition of an additional
3.29% of Sogecable, S.A. for €125,886 thousand and on the purchase of a 13.24%
holding in Grupo Latino de Radio, S.L., as a result of which the Group now owns all
the shares of this company.

In December, PRISA assigned the assets of its real estate line of business to the Group
company Prisa Division Inmobiliaria, S.L., so that this company would continue to
operate the properties transferred, together with those already owned by it.

2, Subsequent events

Subsequent to year end, the Group company Promotora de Emisoras de Television,
S.A. arranged bank loans amounting to €30,000 thousand, of which Promotora de

Informaciones, S.A, guaranteed 75%, in proportion to the percentage of indirect
ownership held by it in the company.

Also in January 2005, Prisa acquired an additional 0.64% holding in Sogecable,
S.A. for €22,785 thousand, taking its total ownership interest to 23.64%.




3. Qutlook

The various business areas in which PRISA operates are expected to perform positively
in 2005. Thus, the outlook for 2005 is one of growth in billings and in PRISA’s
advertising market share, combined with good growth prospects for the circulation of
PRISA’s newspapers and magazines and an upturn in the economies of the Latin
American countries in which PRISA operates, in particular the Brazilian and Mexican

markets. Lastly, PRISA’s new businesses are expected to be more efficient and improve
their results.

4. Treasury stock

As of December 31, 2004, Promotora de Informaciones, S.A. held 10,940,625 shares of
treasury stock, which represents 5% of capital stock, with a total cost of €29,706
thousand and a cost per share of €2.72.

The Company plans to use all the shares of treasury stock held by it to cover the
exchangeable bond issue launched in 2003 through its subsidiary Prisa Finance
(Netherlands) B.V.

5. Stock market performance

2004 has been the second consecutive year of recovery for the world’s main stock
markets. The confirmation of the recovery of the international economy, the absence of
intense inflationary pressure despite the rise in the price of crude oil and the marked
improvement in corporate results in the world’s main economies have contributed to
consolidating the upward trend in market prices.

The performance of the Spanish Stock Exchange was exceptional, with a revaluation of
the Ibex-35 of 17.4%. Prisa closed the year with a market price of €15.62 per share,
representing a revaluation in the year of 35.8%, much higher than market and much
higher than the industry average: The Eurostoxx average index, representative of the
main average values was only revalued by 10%. The strength and soundness of Prisa’s
businesses contributed to this positive performance.




Prisa Market Price- Ibex 35 - Furostoxxmedia
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Prisa 2004 + 35.8%
Thex-35 2004: +17.4%
BuroStoxxmedia 2004: +10.0%

Prisa’s market capitalization as of December 31, 2004, amounted to €3,418 million, with
an increase of €902 million in the year. Prisa’s shares are listed on the Madrid,

Barcelona, Bilbao and Valencia Stock Exchanges. The Company forms part of the Ibex-
35 index.

Prisa’s share

Number of shares: 218,812,500
Free-float: 30.6%
Treasury stock™: 10,940,625
Earnings per share**: 0.497
Dividend yield***: 0.84%

* Treasury stock guaranteeing the exchangeable bond issue launched in 2003
** Without calculating treasury stock of 10,940,625
*** Calculation based on average price in 2004

2004 share price

Initial (12/30/03): 11.50
Maximum: 16.20
Average: 14.35
Minimum: 12.06




