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THE COMPANIES ACT 1985 COMPANY NO. 5310128

A PUBLIC COMPANY LIMITED BY SHARES

ARTICLES OF ASSOCIATION
of

Telefonica Europe ple

(adopted by a shareholder resolution passed on 2 January 2007)

PRELIMINARY ARTICLE
1. Standard regulations do not apply

Any regulations made under the legislation contaiming standard articles of association do not apply to
Telefénica Europe

GENERAL MEETINGS

2. Annual General Meetings

Every year Telefémca Europe must hold an Annual General Meeting, in addition to any other
General Meetings which are held in the year The notice calling the meeting must say that the meeting
is the Annual General Meeting There must not be a gap of more than 15 months between one Annual
General Meeting and the next The Board will decide when and where to hold the Annual General
Meeting

3. Extraordinary General Meetings

If a General Meeting 1s not an Annual General Meeting, it 1s called an Extraordinary General
Meeting The Board can decide to call an Extraordinary General Meeting at any time

NOTICE OF GENERAL MEETINGS

4. Notice of Meetings

41 At least 21 clear days’ written notice must be given for every Annual General Meeting and
for any other meeting where 1t 1s proposed to pass a special resolution or 1o pass some other resolution
of which special notice under the Compames Act has been given to Telefémca Europe. For every
other General Meeting, at least 14 clear days’ written notice must be given

42 A notice of meeting must state

. where the meeting 1s to be held,
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. the date and time of the meeting,

. the general nature of any special business to be dealt with at the meeting,

. whether a resclution will be proposed as a special resolution or an extraordinary resolution,
and

. that a shareholder who can attend and vote can appoint one or more proxies (who need not be

shareholders) to attend and vote for them on a poll

43 Notices of meetings must be given to the shareholders, unless the Articles or the rnights of
the shares say they are not entitled to receive them from Telefénica Europe However, the Board can
decide that only people who are entered on the Register at the close of business on a particular day are
entitled to recewve the notice The Board can choose that day so long as 1t falls not more than 21 days
before the notice 15 sent Notice must also be given to the Auditor and the Board

44 The Board can specify in the notice of meeting a time by which a person must be entered on
the Register i order to have the right to attend or vote at the meeting The time specified must not be
more than 48 hours before the time fixed for the meeting

45 If Telefémea Europe cannot call 2 General Meeting by sending notices by post or electrome
mail, because the post or electronic mail system in the Umted Kingdom 1s generally suspended or
restricted, the Board can give notice of the meeting to shareholders affected by the suspension or
restriction by advertisement 1n at least two United Kingdom national newspapers Notice given in this
way will be treated as being given to affected shareholders who are entitled to receive 1t at midday on
the day when the last advertisement appears in the newspapers If it becomes generally possible to use
the post or electronic mail system again more than 14 days before the meeting, Telefonica Europe
must send confirmation of the notice by post or electronic mail

5. Moving or postpoming meetings at short notice

If the Board consider that it 1s impractical, or undesirable, to hold a General Meeting on the date or at
the ume or place stated in the notice 6f meeting, they can change the place of, or postpone, the
meeting, or do both of these things If the Board do this, and if 1t 1s practical, Telefénica Europe will
announce the date, time and place of the rearranged meeting by advertisement 1n at least two Umted
Kingdom national newspapers Notice of the business of the meeting does not need to be given agan
The Board must take reasonable steps to ensure that a shareholder trymng to attend the meeting at the
onginal date, ime and place 1s informed of the new arrangements If a meeting 1s rearranged 1n this
way, proxy appointments can be made, in the way required by Articles 24 and 25, until 48 hours before
the rearranged meeting The Board can also change the place of, or postpone, the rearranged meeting,
or do both, under this Article

PROCEEDINGS AT GENERAL MEETENGS
6. Chairman of meetings

61 The chairman of the Board will be the chairman at every General Meeting If Telefénica
Europe does not have a chairman, or 1f the chairman 1s not present, willing and able to chair the
meeting, the deputy chairman will chair the meeting

62 If Telefonuca Europe does not have a chairman or a deputy chairman, or if neither the
chairman nor the deputy chairman is present, willing and able to chair the meeting, after waiting 15
minutes from the time that the meeting 15 due to start, the directors who are present will choose one of
the directors to act as chairman If there 1s only one director present, that directer, 1f willing, will be
chairrman If no director 15 present and willing, the Secretary, if present and willing, will be chairman
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63 If there 1s no director or Secretary present, willing and able to chair the meeting, after waiting
15 minutes from the time that the meeting 1s due to start, the sharcholders and proxies who are present
and entitled to vote will choose a shareholder or proxy to act as chairman

64 Nothing 1n the Articles 15 intended to restrict or exclude any of the powers or rights of a
chairman of a meeting which are given by law

65 The decision of the chairman on points of order, matters of procedure or anising incidentally
out of the business of a General Meeting 1s conclusive, as 1s the chairman’s decision, acting 1n good
faith, on whether a point or matter 1s of this nature

7 Security and other arrangements at meetings

71 The chairman of a meeting or the Secretary can take any action they consider appropriate

. for proper and orderly conduct at a General Meeting, or

. so that the meeting reflects the wishes of the majority

72 The Board can ask shareholders or proxies wanting to attend a General Meeting to submit

to searches or other security arrangements which the Board think are appropriate The Board can, in
thewr discretion, refuse entry to, or remove from, a General Meeting a shareholder or proxy who does
not submit to those searches or comply with those security arrangements

8. Meeting 1n different places

g1 Subject to the legislation and the rest of the Articles, every sharcholder can attend a General
Meeting 1n person or by proxy Where the General Meeting 1s to be held at more than one place, a
shareholder or proxy prevented from attending at one place can attend and participate at another place

§2 The Board can make arrangements that they, in therr discretion, think appropnate to

. reguiate the number of people attending at a place where a General Meeting (or
adjournment) 1s to be held,

. ensure the safety of people attending at that place, or
* enable attendance at that meeting (or adjournment),

and can change those arrangements at any time The arrangements can include (without limitation) the
1ssue of tickets or the use of a random method of selection

83 In the case of a General Meeting to which these arrangements apply, the Board can, when
specifying the place of the meeting

. direct that the meeting will be held at a place 1denuified 1n the notice at which the chairman of
the meeting will attend (the ‘Main Meeting Place™), and

) make arrangements for simultaneous attendance and participation at other places (whether by
electronic means or using electronic communication or otherwise) by shareholders and
proxies entitled to attend the meeting but excluded from 1t under this Article or who want to
attend at one of the other places

The notice of meeting does not have to give details of any arrangements under this Article

84 Subject to Article 8 1, arrangements for simultaneous attendance can include arrangements for
regulating the number of people attending at any other places
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85 In the Articles {unless the context requires otherwise) the shareholders will be treated as
meeting in the Mamn Meeting Place

g6 The Board’s powers and discretions under this Article are delegated to the chairman at a
General Meeting

9, Quorum

91 Before a General Meeting starts any business, there must be a quorum present If not, the
meeting cannot carry out any business but can choose a person to chair the meeting The gquorum 18
two people who are entitled to vote They can be shareholders or proxies or a combination of both

92 This Article appltes 1f a guorum 1s not present within 20 minutes afier the ume fixed for a
General Meeting to start or within any longer period which the chairman decides If the meeting was
called by shareholders, 1t 15 cancelled Any other meeting 1s adjourned to any date, ume and place
stated m the notice of meeting If the notice does not provide for this, the meeting 15 adjourned to a
date, time and place decided by the chairman

10. Adjourning meetings

101 The chairman of a meeting can adjourn the meeting, before or after it has started, 1f the
chairman considers that

. there 1s not enough room for the number of shareholders and proxses who want to attend the
meeting,
. the behaviour of anyone present prevents, or 1s likely to prevent, the business of the meeting

being carried out i an orderly way, or

. an adjournment 1s necessary for any other reason, so that the business of the meeting can be
properly carried out

The chairman can adjourn the meeting for any of these reasons to a date, ime and place which the
chairman decides, or indefinitely The chairman does not need the consent of the meeting to do this

102  The chairman of a meetung can adjourn a meeting which has a guorum present if the meeting
agrees The chairman must edjourn the meeting 1f the meeting directs this The adjournment can be to
a date, time and place which the chairman decides, or indefimtely

103 If 2 meeung 15 adjourned indefintely, the Board will decide the date, ime and place of the
adjourned meeting Meetings can be adjourned more than once

104 If a meeting 1s adjourned for 60 days or more, at least seven days’ notice must be given for
the adiourned meeting 1n the same way as was required for the original meeting, including notice of the
business to be considered there If a meeting 1s adjourned for more than 30 but less than 60 days,
notice of the date, time and place of the adjourned meeting must be given by advertisement in at least
two Umted Kingdom national newspapers There 15 no need to give notce of the business 10 be
considered there If a meeting 1s adjourned for 30 days or less, there 1s no need to give notice of the
adyourned meeting, or of the business to be considered there

105 A reconvened meeting can only deal with business that could have been dealt with at the
meeting which was adjourned

11 Amending resolutions

111 The chairman can propose amendments to an ordinary, special or extraordinary resolution \f
they are amendments to correct an obvious error n the resolution
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112 No other amendments can be proposed to a special or extraordinary resolution

113 Amendments to an ordmary resolunion which are within the scope of the resolution can be
proposed 1f either written notice of the proposed amendment 1s delivered to the Registered Office
addressed to the Secretary at least three clear business days before the day fixed for the meeting or
adourned meeting or 1f the Chairman 1n his absolute discretion allows the amendment to be proposed

114 If the chairman, acting 1n good faith, rules an amendment out of order, an error 1n that ruling
will not affect the validity of a vote on the onginal resolution

VOTING AT GENERAL MEETINGS
12. How votes are taken
121 If a resolution 1$ put to the vote at a General Meeting, it will be decided by a show of hands,

unless a pefl 1s demanded as soon as, or before, the result of the show of hands 15 declared by the
chairman Subject to the provisions of the Companies Act, a poll can be demanded by

. the chairman of the meeting,
. at least five shareholders at the meeting who are entitled to vote (or their proxies), or
. one or more shareholders at the meenng who are entitled to vote (or their proxies) and who

have, between them, at least 10 per cent of the total votes of all shareholders who have the
night to vote at the meeting

The chairman of the meeting can also demand a pol! before a resolution 1s put to the vote on a show of
hands

122 A demand for a poll can be withdrawn 1f the chairman agrees to this [f a poll 1s demanded,
and this demand ts then withdrawn, a declaration by the chairman of the result of a vote by a show of
hands on that resolution, which was made before the poll was demanded, will stand

13. How polls are taken

131 The chairman of the meeting can dectde where, when and how a poll will be taken The result
wili be treated as the decision of the meeting where the poll was demanded, even if the poll 1s taken

after the meeting

132 The chairman can

. decide that a ballot, electronic voting, voting papers or tickets will be used,
. appoint one or more scrutineers (who need not be shareholders),
. adjourn the meeting 1o a date, time and place which the chairman decides for the result of the

poll 1 be declared, or
» declare the result of the poll or decide how 1t should be declared

133 A shareholder can vote either 1n person or by proxy on a poll If a shareholder votes on a
poll, they do not have to use all of their votes or cast all their votes in the same way .

14. Timing of polls

A poll can be taken either at the meeting or within three months No notice 1s required for a poll

LNDOCS01/392104 2 5




15. Meetings continue after poll demanded

A demand for a poll on a particular matter does not stop a meeting from continuing and dealing with
other matters But once all these matters have been dealt with, the meeting 1S treated as having ended
immediately after the polf has been taken, even though the result of the pofl 1s to be worked out and
announced later

16. Chairman'’s casting vote

If the votes cast are equal, either on a show of hands or on a poll, the chairman of the meeting has a
further, casting, vote This 1s 1n additton to any other votes which the chairman has as a shareholder or

proxy
17. Effect of declaration by chairman
The following applies when there 15 a vote on a show of hands and no poll 1s demanded or a demand

for a poil 1s withdrawn Any of the following declarations about a resotut:on by the chairman of the
meeting which 1s entered 1n the minute book 15 conclusive proof that it has been

. carried,
. carried by a particular majority, or
. lost

There 1s no need to prove the number or proportion of votes recorded for or aganst a resolution
18. Written Resolutions

Subject to the legislation, a written resolution which 1s signed by or on behalf of all the shareholders
who would be entitled to receive notice of and vote on the resolution at a General Meeting 1s just as
valid and effective as a resolution passed by those shareholders at a General Meeting which 15
properly called and held The resolution can be passed using several copies of a document, 1f each copy
15 signed by or on behalf of one or more shareholders These copies can be made using electronic
communications No signature 15 necessary if electronic communications are used, subject to any terms
and conditions the Board decide

SHAREHOLDERS® VOTING RIGHTS

19. Votes of sharcholders

Where there 1s a vote on a show of hands, a shareholder present at a meeting in person or by proxy has
one vote Where there 1s a poll, a shareholder present in person or by proxy has one vote for every
share which they hold or represent This 15 subject to any special rights or restrictions which are given
to a class of shares and to the Articles

20 Failure to comply with notice under section 212 of the Companies Act .

201 This Ariicle applies if a shareholder, or a person appearing to be nterested 1n shares held by
that shareholder, has

. been sent a notice under section 212 of the Companies Act requinng information about
interests in shares, and

. faited to supply to Telefénmica Europe the required information within 14 days after delivery
of that notice
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Then, unless the Board decide otherwise, the shareholder 1s not entitled to
. attend or vote either in person or by proxy at a shareholders’ meeting, or

. exercise any other right in relation to shareholders’ meetings as holder of any shares in
Telefonica Europe

These restrictions end seven days after the earher of the date on which

. the shareholder comphes with the notice to Telefénica Eurape’s satisfaction, and
. Telefénica Europe receives written notice that there has been an approved transfer of the
shares

202 A person who obtains shares subject to restrictions under Article 20 118 subject to the same
restrictions, unless the transfer was

. an approved transfer, or

. made by a shareholder who was not 1n default in supplying the information required by the
notice under Article 20 1

203 In this Article a person 1s treated as appearing to be interested in any shares if the
shareholder holding those shares has been sent a notice under section 212 of the Compamies Act and

. the shareholder has named that person as being so interested, or

. (after taking into account the response of the shareholder to the notice and any other relevant
information) the Board knows or reasonably believes that the person 1n question 1s or may be
interested 1n the shares

204 In this Article a transfer of shares 15 an approved transfer f

. 1t 15 a transfer of shares to an offeror under an acceptance of a takeover offer, or

. the Board are satisfied that the transfer 1s a genuine sale of the whole of the beneficial
ownership of the shares to a person who 15 not connected with the shareholder or with a
person appearing to be interested in the shares This includes such a sale made through the
London Stock Exchange or any other stock exchange on which Telefénica Europe’s shares

are normally traded

205 This Article does not restrict in any way the provisions of the Compames Act which apply to
failures to comply with notices under section 212 of that Act

21. Votes of joint shareholders

If more than one joint shareholder votes, the only vote which will count is the vote of the first
shareholder listed on the Register for the share Thus also applies if the shareholders vote by proxy

22 Votes of shareholders who are unable to manage their affairs
This Article apphies where a
. shareholder 1s unable to manage their affairs, and

. court which claims jurisdiction to protect people who are unable to manage their affairs has
made an order about the shareholder
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The people appointed by the court to act for the shareholder can vote for the shareholder and
exercise other rghts at General Meetings This includes appoimnting a proxy, voting on a show of
hands and voting on a poll However, it only applies if any evidence which the Board requires of their
authority to do these things 1s delivered to the Registered Office or any other place the Board specify
for delivery of proxy forms at least 48 hours before the relevant meeting (or adjourned meeting)

23. Challenging votes

An objection to the right of a person to vote must be made at the meeting (or adjourned meeting) at
which the vote 1s cast If a vote 1s not disallowed at a meeting, 1t 1s valid for all purposes An objection
must be raised with the chairman of the meeting The chairman’s decision 1s conclusive

PROXIES

24 Appointment of proxies

241 Any shareholder may appoiwnt another person to represent that shareholder at General
Meetings This person 1s called a proxy

242 A proxy need not be a shareholder.

243 A proxy 1s appointed by using a proxy fornt or in any other way, and subject to any terms and
conditions, the Board dectde For example, the Board can decide that a proxy can be appointed by
using electronic communication

24 4 A proxy form

. must be in wniting, and

. can be 1n any form which 1s commonly used or 11 any other form the Board approve

245 A proxy form given by

. an mmdividual must either be signed by the individual or an atforney who 1s authorised to act
on behalf of the individual or comply with the requirements of Article 110, and

. a company must either be sealed with the company’s seai or signed by an officer of the
company or an attorney who 15 authorised to act on behalf of the company or comply with
the requirements of Article 110

Signatures need not be witnessed

25, Receipt of proxies

251 A proxy form must be received at the place or address stated 1n the notice of meeting or proxy

Sform or m any invitation contaned n an efectronic communication 1o appoint a proxy, or, if no place

or address 15 stated, at the Registered Office If the Board decide that a proxy can be appointed 1n any

other way, notice of the appointment must be received as the Board specifies

252  Notices of appomtments of proxres must be received at least

. 48 hours before a meeting or adjourned meeting, or

. 24 hours before a polf 15 1aken, if the pofl 1s not taken on the same day as the meetng or
adjourned meeting
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253 Any power of attorney or other authority relied on to appoint a proxy, or a copy which has
been certfied by a solictior or notary, must be registered with Telefdnica Europe, together with any
proxy form or in any other way that the Board specify, uniess this has already been done These
documents must be received by the deadline which applies to notices of appointments of proxzes under
Article 252 The Board may decide to disapply the requirements in this Article 25 3 1n relation to a
proxy form or the appointment of a proxy made under the second sentence of Article 25 1

254 If this Article 15 not complied with, the proxy will not be able to act for the person who
appointed them

255 If a proxy for several meeungs has been properly appomnted for a meeting or adjourned
meeting, the proxy does not need to be appointed again for a later meeting which the appointment
covers A proxy form will be vahd for any adjournment of the meeting or meetings to which 1t relates
and for any vote on a show of hands or any poll demanded at that meeting or adjourned meeting

256 If more than one proxy ts appointed in respect of the same share to act at the same meeting,
the one that was executed last will be treated as replacing and revoking the others as regards that share
If Telefénica Europe does not know which was executed last, Telefénica Europe can decide which
appointment to treat as valid or whether any of them are valid and 1ts decision will be conclusive

257 A shareholder can attend and vote at a General Meeting or on a poll even 1f they have
appointed a proxy to attend and vote at that meeting or on that poll

26 Revocation of proxies

261 A vote cast by a proxy 1n the way authorised by their appeintment and a demand for a pol!
made by a proxy will be valid even though the shareholder who appointed the proxy has

. died or 15 unable to manage their affairs,
. revoked the appomntment, or
* revoked the authority of the person who made the appointment

However, this does not apply 1f wnitten or oral notice of any of these events has been received 1n any
way specified for the appomtment of proxtes

. 48 hours before the meeting or adyourned meeting, or
L 24 hours before the poll 15 taken, If the poll 15 not taken on the same day as the meeting or
adyourned meeting

262 The appointment of a proxy will cease to be vahid 12 months after the date the proxy form
was signed or notice of the appaintment was received However, the appomntment 1s still valid at an
adjourned meeting or ot a poll demanded at a meeting or adjourned meeting, 1f the original meeting
was first held within the 12 month period

27. Proxies speaking at Meetings

A proxy can speak at a General Meeting and demand or join in demanding a poll

COMPANY REPRESENTATIVES

28. Appomntment of company representatives

281 A company which 15 2 shareholder can authonise a person to act as ils representative at a

General Meeting 1n respect of 1ts entire holding of shares or any part of its holding of shares It may
appoint several people to act as uts representatives so long as only one representative 1s appointed with
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respect to any one share Such person or people are called company representatives A company
representative can exercise all the powers on behalf of the company (in respect of those shares held in
the name of the company in respect of which the authorisation 1s given) which the company could
exercise and 1s subject to the provisions of these Articles, as 1f it were an individual shareholder
present at the meeting in person  This means, for example, that 1f several people are appointed to act
as a company’s representatives then each one can vote on a show of hands or a poll

282  The Board or the chairman can require whatever evidence they reasonably require of the
authority of a company representanive, including details of the number of shares 1n respect of which
that company representatve 1s appointed before allowing that person to exercise the powers conferred
on them by Article 28 1

29 Revocation of appointment of company representatives

A vote cast, or demand made for a poll, by a company representative will be vahid even though the
company representanive 15 no longer authorised to represent the company for any reason This does not
apply 1f wrnitten notice of the fact that the company representative 1s no longer authorised has been
recerved by Telefénica Europe by the deadline which applies to notice of revocation of proxies under
Article 26

DIRECTORS

30. Number of directors

There must be at least four directors The shareholders can vary this mimimum and/or decide or vary a
maximum number of directors by passing an ordinary resolution

31. Directors need not be shareholders

A director need not be a shareholder A director who is not a shareholder 1s still entitled to receive
notice of and attend and speak at shareholders’ meetings

APPOINTMENT AND REMOVAL OF DIRECTORS
32. People who can be directors

Only the following people can be elected as directors at a General Meeting

. a director who 1s retiring at the meeting,
. a person who 1s recommended by the Board, and
. a person who has been proposed in the following way A shareholder who 1s entitled to

attend and vote at the meeting (other than the proposed director) must sign and dehver a
written notice to Telefonica Europe The notice must state that they intend to propose the
person for election and whether the person 1s proposed as an additional director or to replace
a director who 1s retining or being removed This notice must be delivered not less than 14 nor
more than 42 days before the date of the meeting The person to be proposed must sign a
written confirmation that they are willing to be elected and this must be dehvered with the
notice

33. Filling vacancies and appointing or electing additional directors
331 The Board can appoimnt a person as an additional director or as a replacement for another
director A director appointed n this way automatically retires at the first Annual General Meeting

after their appeintment At this Annual General Meeting they can be elected by the shareholders as a
director
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332  Subject to Arucle 32, the shareholders can elect a person proposed as an additional director
or to replace another director by passing an ordinary resoelution

333 Addiional directors can only be appointed or elected under this Article within any maximum
number of directors which applies under Article 30 (including any variation of that maximum approved
by an ordmnary resofution of shareholders)

34, Removing and electing directors by erdinary resoelution

341 The shareholders can pass an ordinary resolution to remove a director, even though the
director’s ume 1 office has not ended This apphes despite anything else n the Articles or in any
agreement between Telefémica Europe and the director Special notice of the resolution must be given
to Telefonica Europe as required by the legislation If a director 1s removed 1n this way, it will not
affect any claitm which the director has for damages for breach of any contract of service

342 Subject to Article 32, the shareholders can elect a person to replace a director who has been
removed 1n this way by passing an ordmnary resolution A person elected under this Article to replace a
director who has been removed must retire by rotation under Article 38 when the director replaced
would have been due to retire If no director 1s elected under this Article, the vacancy can be filled
under Article 33

35. Electing two or more directors

A single resolution for the election of two or more directors 1s void unless the shareholders approve
the putung of the resolution in this form first by a vote taken at the General Meeting with no votes
cast against

36. Diarectors can act if there are vacancies

Even 1f one or more director(s) has stopped being a director, the remaiming director(s) can continue to
act If the number of director(s) falls below the mummum which apples under Article 30 (including
any variation of that mimmum approved by an ordinary resolution of shareholders), the remaining
director(s) can only

. appoint further director(s) to make up the shortfali, or
. convene a General Meeting

If no director(s) are willing or able to act under this Article, any two shareholders can call a General
Meeting to elect director(s)

37. Age hmts

No person will be prevented from bemng or becoming a director simply because that person has
reached the age of 70 Where the Board convene a General Meeting at which a director proposed for
election or re-election will be 70 or more, the Board must state this 1n the nouce of meeting (or a
document sent with that notice) However, the accidental failure to state this will not invalidate the
election or re-election of the director or any other proceedings at the meeting [t 18 not necessary to
give special notice of a resolution appomnting a person who 1s 70 or more as a director

ROTATION OF DIRECTORS

38. Retiring by rotation
L

At every Annual General Meeting any director who was elected or last re-elected a director at or
before the Annual General Meeting held in the third year before the current year shall retire by
rotation
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39. Selecting directors to retire by rotation
391 The directors to retire at an Annual General Meeting under Article 38 are selected as follows

« first, those directors who want to retire at the meeting and who do not want to be re-elected,
and

» second, those directors who have been directors longest since they were last elected  If there
are directors who were last elected on the same date, the Board will decide who 15 to retire

392 In Article 39 1, a director who wants to retire includes a director who has notified the
Secretary at least one month before the date of the notice of meeting that the director wants to retire
during the period beginning on the date of the nouce of meeting and ending on the date of the meeting

393 Except as provided 1n Article 39 2, the selection of directors to retire 1s based on the 1dentity
of directors seven days before the date of the notice of meeting It 15 not affected by anything which
happens between that date and the end of the meeting

40. Re-electing directors who refire by rotation
At the General Meeting at which a director retires by rotation the shareholders can pass an ordmary

resolution to re-elect the director or, if Article 32 has been comphed with, to elect some other ehgible
person in the director’s place The retiring director 15 treated as re-elected unless

. the meeting expressly resolves not to elect a director to fill the vacancy,

. the director has told Telefémca Europe 1n writing that the director does not want to be re-
elected,

. a resolution to re-elect the director 1s put to the meeting and lost, or

. any maximum number of directors which applies under Article 30 (ancluding any varation of

that maximum approved by an ordinary resolution of shareholders) would be exceeded
41. When a director retires
A director retiring at a General Meeting retires at the end of that meeting or (1if earher) when a
resolution 1s passed to elect another person 1 the director’s place or when a resolution to re-glect the
director 1s put to the meeting and lost Where a retiring director 15 re-elected (or treated as re-elected
under Article 40} the retiring director continues as a director without a break
DISQUALIFICATION OF DIRECTORS

42 When directors are disquahfied

42 1 A director automatically ceases to be a director 1f

. the director ceases to be a director under the legislation or 1s removed from office under the
Articles,

. the director 1s prohibited by law from being a director,

. the director becomes bankrupt,

. the director makes an arrangement or composition with the director’s creditors or applies for

an nterim order under section 253 of the Insolvency Act 1986 in connection with a voluntary
arrangement under that Act,
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. the director becomes unable to manage their affairs and a court which claims jurisdiction to
protect people who are unable to manage their affairs has made an order detaining the director
or appointing a person to manage the director’s property or affaurs,

. except where the director’s contract prevents the director resigning, the director

L] delivers to Telefénica Europe a written notice of resignation signed by or on behalf
of the director, or

= offers to resign and the Board pass a resolution accepting the offer,

. the director has missed Board meetings for a continuous period of six months, without
permission from the Board and the Board pass a resolution removing the director from
office, or

. the director’s contract expires or 15 terminated for any reason and 15 not renewed or replaced

within 14 days

4272 If a director ceases to be a director, the director automatically ceases to be a member of any
Board commuittee or sub-committee

REMUNERATION OF DIRECTORS

43. Directors’ fees

431 The Board can decide on the amount, timing and method of payment of directors’ fees, but

the total fees paid to each director, excluding amounts payable under any other Article, must not

exceed

. £100,000 a year (accruing daily), increasing by the percentage increase in the retal prices
index (as defined 1n Section 833(2) Income and Corporation Taxes Act 1988) for any 12

month period beginning on 1 April 2004 or an anmiversary of that date, or

. any higher sum decided on by an ordinary resolurion of shareholders This resolution can
increase the fee paid to all or any directors either permanently or for a particular pertod

432 Where the fees of a director are paid wholly or mainly 1n the form of shares in the capital of
Telefénica Europe, the value of those shares shall, for the purposes of Article 43 1, be deemed to be
the number of shares issued to that director in satisfaction of his fees for the relevant financial year
multiphied by the average of the middle-market quotatton for such shares (as derived from the London
Stock Exchange Daily Official List) for the ten business days immediately preceding the first day of
the relevant financial year

44. Directors’ expenses

The Board can also repay to a director all expenses properly incurred n

. attending and returning from shareholders’ meetings, Board meetings or Board commuttee
meetings, or

. any other way in connection with Telefénica Europe ‘s business
45. Extra fees
451 The Board can award extra fees to a director who

) holds an executive position,
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. acts as charrman or deputy chairman,

. serves on a Board commuttee or board at the request of the Board, or
. performs any other services which the Board consider extend beyond the ordinary duties of a
director

452  Extra fees can take the form of salary, bonus, commission, profit sharing or, share options
other benefits (and can be paid partly in one way and partly in another) They can also include any kind
of benefit for the director’s dependants This 1s all decided by the Board

46. Pensions and other benefits

46 1 The Board can decide whether to provide

. pensions,
. annual payments, or
. other allowances or benefits,

to any people including people who are or who were directors of Telefénica Europe The Board can
decide to extend these arrangements to relations or dependants of, or people connected to, these
people The Board can also decide to contribute to a scheme or fund or to pay premiums to a third
party for these purposes

462  Telefénica Europe can only provide pensions and other similar benefits to

. people who are or were directors but who have not been employed by, or held an office or
executive position in, Telefénica Europe or its subsidiary undertakings, and

. relations or dependants of, or people connected to, those directors or former directors,

if the shareholders approve this by passing an ordinary resolution

463  No director or former director 15 accountable to Telefénica Europe or the shareholders for a
benefit of any kind given in accordance with this Article The receipt of a benefit of any kind given in
accordance with this Article does not prevent a persen from being or becomung a director of
Telefénica Europe

BOARD MEETINGS

47 Board meetings

The Board can decide when and where to have meetings, how they are conducied and the quorum
They can also adjourn their meetings

48. Notice of Board meetings

481 A meeting can be called by a director or the Secretary The Secretary must also call a
meeting 1f a director requests this

482  The Board can decide how notice of Board meetings 15 to be given and on any terms and
conditions (including oral notice) Subject to this, Board meetings are called and notice of adjourned
meetings are given by delivering a written notice to each director personaily or by sending it to their
last known address or another address given to Telefémica Eureope for this purpose
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483 A director who 15 out of the United Kingdom is not entitled to be given notice of a Board
meeting unless

. notice of a Board meeting 1s given in writing, and

. the director has asked the Board in writing to send notices of Board meetings during the
director’s absence to the director’s last known address or another address given to Telefonica
Europe for this purpose

A director can waive notice of a meeting at any time, even 1f the meeting has already taken place

49, Chairman of Board meetings

49 1 The Board can appoint a director as chairman or deputy chairman for whichever periods the

Board decide If the chairman s at a meeting, the chairman will chair it In the chairman’s absence, the

chaiwr will be taken by the deputy chairman If there is no chairman or deputy chairman present and

withing withun five minutes after the ume when the meeting 1s due to start, the chair will be taken by a

director nominated by the chairman 1n writing If the chairman has not done this, the directors present

can choose which one of them will be the chawrman of the meeting

492  References in the Articles to “deputy chawrman” include, 1f no one has been appointed with

that specific title, a person appownted to a position with another title which the Board designate as

equivalent to the position of deputy chairman

50. Quorum

501 If no other guorum 1s fixed by the Board, two directors form a guorum A meeting at which a
quorum 1s present can exercise all the powers and discretions of the Board

502 A director who ceases to be a director at a Board meeting can continue to be present and act
as a director and be counted n the gquorum until the end of that Board meeting 1f no other director
objects and a quorum of the Board would not otherwise be present

51, Voting at Board Meetings

Matters for deciston which arise at a Board meeting will be decided by a majority vote If the votes are
equal, the chairman of the meeting has a second, casting, vote

52. Video conference and telephone Meetings

Any of the directors or members of a committee can take part 1n a Board meeting or Board committee
meeting by way of a

. video conference or conference telephong or similar equipment designed to allow everybody
to take part in the meeting, or

. series of video conferences or telephone calls from the chairman of the meeung

Taking part in this way will be treated as being present at the meeting A meeting which takes place by
a series of video conferences or telephone calls from the chairman will be treated as taking place where
the chairman 1s Otherwise meetings will be treated as taking place where the largest group of the
participants are or, 1f there s no such group, where the chairman 1s, unless the Board decide otherwise

53 Minutes of meetings

531 The Board must cause minutes to be made 1n minute books of the
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° names of the directors present at each Board meeting and Board committee meeting,
. appointments of officers made by the Board, and

. proceedings and resolutions at Board meetings, Board committee meetings and
shareholders’ meetings

532 It 15 not necessary for the directors present at a Board meeting or Board committee meeting
to sign therr names in the minute book or other attendance book

54. Validity of the Board’s achions

Everything which 1s done by a Board meeting, a Board committee meeting or 2 person acting as a
director, will be valid even though it 1s discovered later that a director or person acting as a director
was not properly appointed or elected This also applies 1f 1t 15 discovered later that a person was
disquahfied from being a director, had ceased to be a director or was not ennitled to vote

55. Written resalutions

A written resolution can be signed by all of the directors who

] are n the United Kingdom at the time,
. would be entitled to vote on the resolution at a Board meeting, and
. together meet the quorum requirement for Board meetings

This kind of resolution 1s just as valid and effective as a resolution passed by those directors at a
meeting which s properly called and held The resolution can be passed using several copies of a
document, 1f each copy 1s signed by one or more directors These copes can be fax or made using
electronic communications No signature 1s necessary 1f electronic communications are used, subyect to
any terms and conditions the Board decide

BOARD COMMITTEES

56. Delegating powers to committees

561 The Board can delegate any of their powers or discretions to committees of one or more
directors or other people This includes powers or discretions relating to directors’ pay or giving
benefits to directors 1f the Board have delegated a power or discretion to a committee, any references
i the Articles to using that power or discretion include its use by the committee A commitiee must
comply with any regulations made by the Board These regulations can require or allow people who

are not directors to be co-opted onto the commuittee and can give voting rights to co-opted members

562 Unless the Board specifically decide not to allow this, a committee can sub-delegate powers
and discretions 1o sub-committees or other people

563 References 1n the Articles to committees include sub-commuttees permitted under this Article

564  The power to delegate or sub-delegate 1n this Article 56 does not limit the power to delegate
or sub-delegate under Articles 63, 64 or 65

57. Proceedings of committees
571 If a committee mcludes two or more members, the Articles which regulate Board meetings

and their procedure will also apply to committee meetings (if possible), unless these are inconsistent
with any regulations for the committee which the Board has made under Article 56
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572 A committee or sub-committee can be called a “board” or “council” or any other name the
Board decide

DIRECTORS’ INTERESTS
58 Directors” interests 1n transactions with Telefonica Europe

581 If the legislation allows and the director has disclosed the nature and extent of the interest to
the Board, the director can

. have any kind of interest 1n a contract with or involving Telefémica Europe (or in which
Telefonica Europe has an terest) or with or mvolving another company in which
Telefdnica Europe has an interest,

. have any kind of interest in a company w1 which Telefénica Europe has an interest
{including holding a position in that company or beng a sharcholder of that company),

. hold a position {other than as Auditor) in Telefénica Europe or another company in which
Teleféntca Europe has an interest on terms and conditions decided by the Board, and

. alone (or through some firm with which the director 1s associated) do paid professional work
(other than as Auditor) for Telefénica Europe or another company mn which Telefénica
Europe has an interest on terms and conditions decided by the Board

582 A director does not have to hand over to Telefénica Europe a benefit recerved or profit made
as a result of anything allowed under Article 58 |

583 When a director knows that they are in any way interested in a contract with Telefémica
Europe they must tell the other directors A general notice gtven to the Board that a director has an
nterest of the kind stated n the notice 1n a contract nvolving a persen 1dentified in the notice is
treated as a standing disclosure that the director has that interest

59. When directors can vote on things in which they are interested

591 Unless the Articles say otherwise, a director cannot vote {(and if they do, the vote will not be
counted) on a resolution about a contract in which the director has a maternial interest For this purpose,
interests of a person who 1s connected with the director are added to the interests of the director
However, the director can vote 1f the interest 1s only an interest in Teleféniea Europe‘s shares,
debentures or other securities 1f a director cannot vote on a resolution, the director cannot be counted
in the quorum when the Board votes on that resolution

592 If the legislation allows, a director can vote and be counted in the gquorum on a resolution
about any of the following things (as long as the only material interests the director has in relation to
the resolution arise because of one or more of the following things)

. giving the director or any other person a guarantee, security or mdemnity for any money lent
or obligation incurred by the director or that other person, at the request of, or for the benefit
of, Telefénica Europe or any of its subsidiary undertakings,

. gIving a guarantee, security or mdemmity to any other person for a debt or obligation which 1s
owed by Telefénica Europe or any of its subsidiary undertakings to that other person, if the
director has taken responsibility for all or any part of that debt or obligation by giving a
guarantee, security or indemnity,

. where Telefomica Europe or any of its subsidiary undertakings 1s offering any shares,
debentures or other securities for subscription or purchase 1f the director takes part because
the director 1s a holder of shares, debentures or other securities, or 1f the director takes part in
the underwriting or sub-underwriting of the offer,
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] a contract involving any other company if the director (together with any people connected
with the director) has any kind of interest in that company (inciuding holding a position n
that company or being a shareholder of that company) This does not apply 1f the director
owns one per cent or more of that company,

. a contract relating to an arrangement for the benefit of employees of Telefénica Europe or
any of s subsidiary undertakings which only gives the director benefits which are also
generally given to the employees to whom the arrangement relates,

. a contract relaung to a pension, superannuation or similar scheme, or a retirement, death or
disability benefits scheme or employees' share scheme, which has been approved, or 1s
conditional on approval, by the Inland Revenue and which only gives the director benefits
which are also generally given to the employees to whom the scheme relates, or

. a contract relaung to any mnsurance which Telefémica Europe can buy or renew for the
benefit of directors or a group of people which includes directors

593 A director cannot vote or be counted in the guorum on a resolution relating to appointing that
director to a position with Telefonica Europe or a company in which Telefénica Europe has an
interest or the terms or termination of the appomtment

594  This Article applies if the Board are considering proposals about appointing two or more
directors to positions with Telefémica Europe or a company in which Telefénica Europe has an
mnterest It also applies if the Board are considering the terms or termination of the appointment These
proposals can be split up to deal with each director separately If this 1s done, each director can vote
and be counted in the quorum for each resolution, except the one concerning that director

595  Subject to the legislation and the Articles, the Board can exercise

. or arrange the exercise of the voting rights attached to any shares 1n another company held by
Teleféntca Europe, and

. the voting rights which they have as directors of that company,

in any way that they decide This includes voting n favour of a resolution appomnting any of them as
directors or officers of that company and dectding their remuneration They can also vote and be
counted in the quorum as directors of Telefémica Europe in connection with any of these things

596 If a question comes up at a meeting about whether a director (other than the chairman of the
meeting) has a material interest or whether the director can vote or be counted in the quorum and the
director does not agree 1o abstain from voting on the question or not be counted in the quorum, the
question must be referred to the chairman of the meeting The chairman’s ruling about the other
director 15 conclusive, unless the kind and extent of the director’s interests have not been disclosed to
the Board If the question comes up about the chairman of the meeting, the question must be referred
to the Board The chairman cannot vole on the question but can be counted in the quorum The
Board’s resolution about the chairman 1s conclusive, unless the kind and extent of the chairman’s
interests have not been disclosed to the Board

60 More about directors’ interests

60 1 In Articles 58, 59 and 60

. a reference to a contract includes a reference to an existing or proposed contract, transaction
or arrangement,

. a director will be treated as owning one per cent or more of a company If they (together with
any people connected with them) hold an interest in shares (as defined for sections 198 to 211
of the Companies Act) representing one per cent or more of
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L a class of equity share capital, or
[ the voting rights,
of that company,

. where a company n which a director owns one per cent or more 1s matenally interested n a
contract, the director will also be treated as being materially interested 1n that contract, and

. interests which are unknown to the director and which 1t 1s unreasonable to expect the director
to know about are 1gnored

602 Subject to the legislation, the shareholders can, by passing an ordmary resolution

. suspend or relax Articles 58 and 59 to any extent, either generally or in relation to a particular
contract, or
. ratify a contract carried out 1n breach of Article 58 or 59

DIRECTORS’ MANAGEMENT POWERS

61. Management powers

611 The Board will manage Telefémica Europe‘s busmess They can use all Telefonica
Europe‘s powers, except where the legislation or the Articles say that powers can only be used by the
shareholders voting to do so at a General Meeting The general management powers under this

Article are not limited 1n any way by specific powers given to the Board by other Articles

612 The Board’s management powers are subject to

. the legislation,
. the Articles, and
. any other requirements which are consistent with the legislation and the Articles and are

approved by the shareholders passing an ordinary resolfufion

613 If a change 15 made to the Articles or the shareholders approve a requirement relating to
something which the Board have already done which was within theirr powers, that change or
requirement cannot invalidate the Board’s previous action

62. Appointing directors to executive positions

The Board can appoint one or more directors to any executive position they dectde As far as the
legislation allows, they can decide how long these appomtments will be for and what their terms will
be They can also vary the terms of or end these appointments If a director ceases to be a director, the
director automatically ceases to hold any executive position i1 Telefonica Europe If a director’s
appomntment 1s varied or ends because of this Article, this does not prejudice any claim aganst
Telefénica Europe for breach of contract

63. Delegation of powers
The Board can give a director or the Secretary any of the powers which they have jomtly as the
Board These powers can be given on any terms and conditions the Board decide either in parallel

with, or n place of, the powers of the Board acting together These powers can mclude the power to
sub-delegate The Board can change the basis on which these powers are given or withdraw them from
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the director or Secretary No person dealing in good faith who does not know about the change or
withdrawal will be affected by 1t

64. Power to establish local boards and agencies

64 1 The Board can set up local boards or agencies to manage, supervise or advise on any of
Telefénica Europe’s business i the Unmited Kingdom or elsewhere The Board can also appomnt a
perscen {who need not be a director) to be a

. member of a lecal board, or

. manager or agent

64 2 The Board can

. decide the remuneration and other benefits of people appointed under this Article,
] delegate any of the Board’s authority, powers or discretions to a
n local board,
= manager or agent, or
n subsidiary undertaking of Telefémeca Europe {(whether wholly-owned or not),
. allow local boards, managers or agents, or subsidiary undertakings to delegate to another
person,
. allow members of local boards to fill any vacancies on thewr boards and to continue to act

even though there are vacancies,

. remove any people appointed under this Article {(including people appointed by another
person under this Article), and

. cancel or change an appomntment or delegation made under this Article (including an
appointment made by another person under this Article), although this will not affect a
person who acts in good faith who has not had notice of the cancellation or change

643 An appointment or delegation by the Board which is referred to 1n this Article can be on any
terms and conditions the Board decide

644 In this Article, local board means a special or local board, committee or council and includes
a reglonal or area board or a board for a particular part of Telefénmica Europe’s business

65, Power to appoint agents

651 The Board can appoint a person (including the members of a group which changes over time)
as Telefénica Europe‘s agent The agent can erther be appointed directly by the Board, or the Board
can give another person the power to select an agent The Board can decide the purposes, powers,
authonties and discretions of an agent But they cannot give an agent a power, authority or discretion
which the Board do not have under the Articles

652  The Board can decide how long an appointment of an agent will last for and they can apply
any terms and condittons to it The appointment can include any provisions which the Board decide for
the protectton and convenience of a person dealing with the agent The appointment can also allow the
agent to sub-delegate all or any of their powers, authorities or discretions to any other persan
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66. Positions with titles including the word “director”

The Board can appoint a person to a position having a title including the word “director” or give a title
mcluding the word “director” to an existing position and can end that appointment or the use of that
title The use of the word “director” 1n the title of a position does not imply that the holder 15 a director
of Telefémica Europe and the holder does not have the power to act as a director of Telefémica
Europe and 1s not treated as a director of Telefénica Europe for the purposes of the Articles

67. Overseas branch registers

Telefomea Europe can use all the powers that the legislation gives to keep an overseas branch
register The Board can make and change any regulattons they decide relating to this register, as long
as the legislation aliows this

68. Signatures on cheques ete.

All cheques, promissory notes, drafts, bils of exchange and other struments (whether negotiable or
transferable or not) and all recempts for money paid to Telefonica Europe can be signed, drawn,
accepted, endorsed or made effective 1n any way the Board decide

69. Power to provide for the benefit of employees and former employees

The Board can, by passing a resolution, exercise any powers given by the legislation to provide for the
benefit of employees and former employees of Telefénica Europe or any of its subsidiaries
connection with the ending of the business or the transfer to a person of all or any part of the business
and assets of Telefémica Europe or that subs:diary

DIRECTORS® BORROWING POWERS

70 Borrowing powers

To the extent that the legislation and the Articles allow, the Board can exercise all the powers of
Telefémea Europe to

. borrow money,

. mortgage or charge all or any part of Telefémica Europe’s business, property and assets
(present and future),

. 155ue debentures and other securities, and

. give security either outright or as collateral security for a debt, fiability or obligation of
Telefénica Europe or another person

71. Borrowing restrictions

711 The Board must limzt the borrowing of Telefonica Europe and exercise all voting and other
rights or powers of control exercisable by Telefénica Europe 1n relation to ts subsidiary undertakings
s0 as to ensure that the aggregate amount of all borrowings by the Group outstanding at any time 15 not
more than

e for the period from the adoption of these Articles to {and including) the date of the approval by the
Board of the Group's audited financial statements for the year ended 31 March 2005,
£6,000,000,000 (or its equivalent in any other currency or currencies) at such time, and

s at any time after the date of approval by the Board of the Group's audited financial statements for
the year ending 31 March 2003, twice the Adjusted Capital and Reserves at such time
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712 This affects subsidrary undertakings only to the extent the Board can do this by exercising
these nights or powers of control This limit can be exceeded 1if the consent of shareholders has been
given in advance by passing an ordinary resolution The himit does not include borrowings owing by
one member of the Group to another member of the Group

713 In this Article

e Adjusted Capital and Reserves means the aggregate of

. the amount paid-up or credited as paid-up on the issued share capital of Telefénica
Europe, and
. the amount standing to the credit of all reserves of the Group {including a capral

redemption reserve or share premmm account) after deducting or adding any debit or
credit balance on the profit and loss account,

. all as shown in the then latest audited consolidated balance sheet of the Group, but
excluding any pension reserve relating to pension fund deficits or surpluses, and,

. adjusted as appropriate 1n respect of any var:ation to the paid up share capital or reserves
since the date of the latest audited consolidated balance sheet as recorded within the
monthly management accounting records of the Group,

) adding any amount which has been deducted at any time from the reserves of the Group
for goodwill arising on consoiidation either by direct charge to reserves or by charge to the
Group's consolidated profit and loss account,

. adjusted as appropriate to reflect any difference in value between the fixed assets shown 1n
the latest audited consolidated balance sheet of the Group and the net current replacement
cost of those fixed assets, and

. making such other adjustments (1f any) as the Auditors of Telefénica Europe consider
appropriate

¢  Group means Telefénica Europe and its subs:diary undertakings, and

e munority proportion means the proportion of the issued equity share capital of a partly-owned
subsidiary undertaking which does not belong to the Group

714 In Article 71 1

e amounts borrowed by a member of the Group for the purpose of repaying (with or without a
premium) all or any part of other borrowings owing by another member of the Group which are to
be used for this purpose within six months of being borrowed are not to be taken into account
pending thewr use for that purpose,

s amounts borrowed by a partly-owned subsidiary undertaking which are not owed to another
member of the Group are to be taken nto account (except that a proportion of the borrowings
equal to the minority proportion 1s to be excluded),

s amounts borrowed by a member of the Group which are owed to a partly-owned subsidiary
undertaking are to be taken 1nto account to the extent of a propertion of the borrowings equal to
the minonty proportion,

e amounts borrowed by a subsidiary undertaking before 1t became a member of the Group are not
to be taken into account until six months after the date 1t became a member of the Group,
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s amounts secured on an assef of a member of the Group before 1t was acquired by a member of the
Group are not 1o be taken into account until s1x months after the date of the acquisition,

* amounts beneficially owned by a member of the Group which are deposited with a person who 1s
not a member of the Group and are repayable on, or within three months afier, a demand are to be
deducted from the borrowings of the Group (except that where the amounts are owned by a
partly-owned subsidiary undertaking a proportion of the amount owned equal to the minority
proportion 1s to be excluded from the amount deducted), and

e 1f the amount of the Adjusted Capital and Reserves 1s being calculated in connection with a
transaction tnvolving a company becoming or ceasmng to be a member of the Group, the amount
i1s to be calculated as 1f the transaction had already occurred

715 A certificate or report by a person chosen by the Board as to the amount of the Adjusted
Capital and Reserves at a particular time will be conclusive evidence of that amount However, the
Board can rely on a genumne estimate of the amount of the Adjusted Capital and Reserves at any
tuime and if as a result the hmit stated in Article 71 1 1s exceeded, an amount of borrowed money equal
to the excess can be disregarded until six months after the date the Board became aware that this
situation had or may have arisen, whether because of a decision of the person chesen by the Board or
for any other reason

716  No lender or other person dealing with the Group needs to look at or enquire whether the
limit imposed by this Article 15 being observed No borrowing incurred or security given in excess of
this imit will be invalid or meffective unless the lender or the reciprent of the security had express
notice at the time when the borrowing was incurred or security given that the limit had been or would
as a result be exceeded

SHARE CAPITAL

72, Telefémca Europe’s share capital

Telefonica Europe’s share capital at the date when the Articles are adopted 15 £20,000,000 This 1s
made up of 20,000,000,000 Ordinary Shares with a face value of 0 1p each

73. Board’s power to deal with shares

731 The Board can decide what to do with any shares which have not been issved The Board
can

) allot them on any terms,
. grant options to give people a choice to acquire shares in the future, or
o dispose of the shares 1n any other way

732 The Board are free to decide who they deal with, when they deal with the shares and the
terms on which they deal

733 The Board must obey
. the legislation, and

. any relevant resolutions of a General Meeting
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74. Board’s authonity to alfot “relevant securities” and “equify securities”

741 This Arucle regulates the Board’s authority to allor relevant securities and their power to
allot equity securities for cash

742  The Board are authorised, generally and without conditions, under section 80 of the
Compames Act, to aflot relevant securmmies They are authorised to allot them for any prescribed
pertod The maximurmn amount of relevant securities which the Board can allot m each period 1s the
Section 80 Amount

743 Under the Board’s general authonty i Article 74 2, they have the power to allot equity
securities, entirely paid for in cash, free of the restriction in section 89¢1) of the Companies Act They
have the power 1o allot them for any prescribed period There 1s no maximum amount of equity
securities which the Board can allot where the allotment 1s 1n connection with a rights issue In all
other cases, the maximum amount of equity securiies which the Board can allot 1s the Section 89
Amount

74 4 During each prescribed period, the Board can make offers, and enter into agreements, which
would, or might, need equuty securities or other relevant securities to be allotred after those periods

74 5 In this Article

. rights 1ssue means an offer of equity securires which 1s open for a peried decided by the
Board to the people who are registered on a particular date (chosen by the Board) as holders
of

s Ordmary Shares, 1n proportion to therr holdings of Ordinary Shares,

. other classes of equity securities which give them the right to receive the offer or
which allow Telefénica Europe to decide whether or not they should receive the
offer (and the Board decide that they should receive 1t)

However, the Beard can do the following things (and the issue will still be treated as a rights
issue for the purposes of this Article 1f they do so)

= sell any fractions of equity securities to which people would be entitled and keep the
net proceeds for Telefémica Europe’s benefit or make other appropriate
arrangements to deal with such fractions or proceeds,

L] make the rights 1ssue subyect to any hmats or restrictions which the Board think are
necessary or appropnate to deal with legal or practical problems under the laws of
any territory, or under the requirements of any recognised regulatory body, or stock
exchange, I any territory or as a result of shares being represented by American
Depositary Shares or Global Depositary Shares or other instruments,

. treat a shareholder’s holdings of certificated and uncertificated shares as separate
shareholdings, or

n deal in a different way with the rights of an Ordinary Shareholder, if that
shareholder asks,

. prescribed period means a period of no more than five years fixed by the shareholders by
passing a resolution at a General Meeting The shareholders can, by passing further
resolutions, renew or extend this pertod for periods of no more than five years each These
resolutions can take the form of

= an ordinary resolufion fixing a prescribed period under Article 74 2,
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. a spectal resolution fixing a prescribed period under Article 74 3,

= a special resolution fixing :dentical preseribed pertods under Articles 74 2 and 74 3,
or

- a spectal resolution fixing different prescribed penods under Articles 74 2 and 74 3,

. the Section 80 Amount for a prescribed period 1s that stated 1n a relevant ordinary or special
resolution,

. the Section 89 Amount for a prescribed period 15 that stated 1n a relevant special resclution,
and

. in working out any maximum amounts of securities, the face value of nghts to subscribe for
Shares, or to convert any securities 1nto shares, will be taken as the face value of the shares
which would be allorred 1f the subscription or conversion takes place

75. Uncertificated shares

751 Subject to the Articles and to the extent that the legislation allows, the Board can decide that
a class of shares can

. be held 1n uncertificated form and that title to those shares can be transferred using a refevant
system, or
. no longer be held and transferred in uncertificated form

752 The Articles do not apply to shares of a class which are held in uncertificated form to the
extent that they are inconsistent with the

. holding of shares of that class 1n uncertificated form,

. transfer of title to shares of that class using a relevant system, or
. Regulations

76 Renunciations of aflotted but umssued shares

Where a share has been allotred to a person but that person has not yet been entered on the Register,
the Board can recognise a transfer (called a renuncration) by that person of their nght to the share in
favour of some other person The ability to renounce allotments only applies 1f the terms on which the
share 15 allotted are consistent with renunciation The Board can impose terms and conditions
regulating renunciation rights and can allow renunciation rights to be securities in uncertificated form
in theirr own right

71. Power to pay commission and brokerage

771 Telefénica Europe can use all the powers given by the legislation to pay commission or
brokerage to a person who

. applies, or agrees to apply, for any new shares, or
. gets any other person to apply, or agree to apply for, any new shares

772 Telefénica Europe can pay the commussion in cash, or by allotting shares, or by a
combination of both
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78. No trusts or stmilar interests recognised

781 Telefénca Europe will only be affected by, or recognise, a current and absolute night to
whole shares The fact that all or any part of a share may not be owned outright by the registered owner
1s not of concern to Telefénica Europe, for example, 1f a share 1s held on any kind of trust This
apphes even if Telefomca Europe knows about the ownership of the share

782 The only exceptions are any rights

. expressly given by the Articles, or

. which Telefénica Europe has a legal duty to recognise

CHANGING SHARE CAPITAL

79. Power to 1increase capital

The shareholders can increase Telefénica Europe’s share capital by passing an ordinary resolution
The resolution will fix the

. amount of the increase,

. Jface value of the new shares, and

. currency or currencies of the shares
80. Power to reduce capital

The shareholders can pass a special resolution to reduce in any way

. Telefémca Europe’s share capital, or

. a capital redemption reserve or share premium account

This 15 subject to any restrictions under the legislation

81. Power to change capital

The shareholders can pass ordinary resolutions to do any of the following

. consohidate, or consolidate and then drvide, all or any part of Telefémeca Europe’s share
capital into shares with a larger face value than the existing shares,

. drade all or any of Telefénica Europe’s shares into shares with a smaller face value than 1s
fixed in the Memorandum of Association This 1s subject to any resirictions under the
legislation, and

. cancel any shares which no one has taken, or agreed to take, at the date of the resolution, and
reduce the amount of Telefémca Europe’s share capital by the amount of the cancelled
shares

82. Fractions of shares

821 If any shares are consolidated or dvided, the Board have power to deal with any fractions of
shares which result or any other problem that arises If the Board decide to sell any shares representing
fracuons, they must sell for the best price they can reasonably obtain and distribute the net proceeds of
sale among shareholders 1o proportion to their fractional entitlements The Board can sell to a person
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(including Telefénica Europe, 1f the legislation allows) and can authorise a person to transfer those
shares to the buyer or in accordance with the buyer’s mstructions The buyer does not need to take any
action to check how any money paid 1s used The buyer’s ownership will not be affected if the sale was
irregular or invalid in any way

822 When the Board consolidate or divide shares, they can treat certificated and uncertificated
shares which & shareholder holds as separate shareholdings, as far as the legislation allows this The
Board can also arrange for any shares which result from a conrsolidation or dwision and which
represent rights to fractions of shares to be entered in the Register as certificated shares where this
makes 1t easier to sell them

83. Buying back shares

Telefénica Europe can use all the powers given by the legislation to buy back any of 1ts own shares
(including redeemable shares)

SHARE RIGHTS
84 Rights of new shares

841 Telefénuca Europe can issue new shares and attach any rights and restrictions to them, as
long as this is not restricted by special rights previously given to holders of any existing shares
Subject to this, the nghts of new shares can take priority over the rights of existing shares, or existing
shares can take prionity over them, or the new shares and the existing shares can rank equally These
rights and restrictions can apply to sharing in Telefénica Europe’s profits or assets Other nghts and
restrictions can also apply, for example relating to the right to vote

842 The shareholders can decide on the rights and restrictions to be attached to new shares by
passing an ordinary resolution The Board can also take these decisions 1f the shareholders have not
passed a resolution which covers the pont

843 If the legislation allows this, the new shares can include nights for the holder and/or
Telefénica Europe to have them redeemed

85. Changing special rights of shares

851 If Telefénica Europe’s share capital 1s split into different classes of share, and if the
legislation allows this, the special rights which are attached to any of these classes can be varied or
withdrawn if the shareholders approve this by passing an extraordmary resolution This must be
passed at a separate meeting of the holders of the relevant class of shares This 1s called a class
meeting Alternatively, the holders of at least 75 per cent of the existing shares of the class (by face
value) can give their written consent

852 All the Articles relating to General Meetings apply, with any necessary changes, to a class
meeting, but with the following adjustments

. at least two people who hold (or who act as proxies for people who hold) at least one third of
the total face value of the existing shares of the class are a guorum However, if this quorum
(s not present at an adjourned meeting, one person who holds shares of the class, or their
proxy, 1S a guorum,

. a shareholder who 1s present in person or by proxy can demand a podl, and
. on a poll, the holders of shares (or their proxtes) will have one vote for every share of the class
which they hold

This 1s subject 1o any special rights or restrictions which are attached to a class of shares by the
Articles, or any rights attached to shares in some other way under the Articles
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853 This Article also apphes if special rights of shares forming part of a class are varied or
withdrawn Each part of the class which 15 being treated differently 15 viewed as a separate class 1n
applying this Article

86. More about special rights of shares

Unless the terms of the existing shares say something different, the specral rights of existing shares
are not regarded as varied or withdrawn if

. new shares are created, or rsswed, which rank equally with or after any existing shares in
payment of dividends or sharing in profits or assets of Telefénica Europe, or

. Telefonica Europe buys back or redeems or otherwise cancels 1ts own shares
87. Limitations on shareholdings by US Holders
871 Purpose and interpretation

The purpose of this article s to restrict the number of US Holders who hold or have an interest 1n
shares of any class in the capital of Telefémca Europe, so as to enable Telefénica Europe to suspend
its obhigations under the US Securities Exchange Act of 1934 and to prevent any such obhigations from
arising agam 1n the future

872 For the purpose of this article

n mterest, in relation to shares, means any interest which would be taken into account
in determimimg for the purposes of Part VI of the Companies Act whether a person
has a notifiable interest in a share (including any interest which he would be taken as
having for those purposes) and interested shall be construed accordingly,

= Relevant Shares means shares in Telefonica Europe (including, without himitation,
shares now or at any time represented by American Depositary Shares) which are
held by US Holders in any manner described i Rule 12g-3-2(a) of the US Securities
Exchange Act of 1934 (including directly or through or as nominee) or which are
deemed pursuant to this article to be so held,

. Required Disposal means 1n relation to any Relevant Shares a disposal or disposals
of such shares or interests therein (including, without hmitanon, a purchase of such
shares by Telefémica Europe for cancellation or to be held n treasury) which will
result in such shares ceasing to be Relevant Shares,

u Register of US Holders means the register to be maintained in accordance with
article 87 5,

L] Scheme means the scheme or arrangement of Telefénica Europe dated 12 January
2005 under section 425 of the Compames Act between Telefénica Europe and the
holders of Scheme Shares (as defined in the Scheme), m 1ts original form or with or
subject to any modification, addition or condition approved or imposed by the Court

a US Holder means (I) persons resident in the US who hold shares in Telefénica
Europe (including, without Limitation, shares now or at any time represented by
Amenican Depositary Shares) in any manner described in Rule 12g-3-2(a)(1) of the
US Securities Exchange Act of 1934 (including directly or through or as nominee)
and (II) persons who appear, at any time, to the Board to fall within sub-paragraph
(1) of this definition of US Holder, and

. US means the United States of America, 1ts territories and possessions, any state of
the United States, and the District of Columbia
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873 Disclosure nofices

()

()

()

The Board may by notice in wrnting require any sharcholder or other person
appearing to be interested or appearing to have been interested n the shares n
Telefénica Europe to disclose to Telefénica Europe in wrniting such information as
the Board shall require relating to the ownership of or interests in the shares in
question as lies within the knowledge of such shareholder or other person
{(supported 1f the Board so requires by a statutery declaration and/or by independent
evidence} including (without prejudice to the generahity of the foregoing) any
information which Telefénica Europe 1s entitled to seek pursuant to section 212 of
the Companies Act and any information which the Board shall deem necessary or
desirable in order to determine whether any shares are Relevant Shares

Whether ot not a notice pursuant to article 87 3(1) has been given, the Board may by
notice tn writing require any shareholder or other person appearing to be
interested or appearing to have been interested in shares in Telefémca Europe to
show to the sansfaction of the Board that the shares in question are not Relevant
Shares Any person on whom such a notice has been served and any other person
who 15 interested 1n such shares may within 14 days (or such longer period as the
Board may consider reasonable) make representations to the Board as to why such
shares should not be treated as Relevant Shares but :f, after considering such
representations and such other information as seems to them relevant, the Board
believes such shares to be Relevant Shares, the Board may determine that such
shares shall be deemed to be Relevant Shares and they shall thereupon be treated as
such for all purposes of this article

The Board may give a notice pursuant to article 87 3(1) or (n) or both of them at any
time and the Board may give one or more than one such notice to the same
shareholder or other person 1n respect of the same shares

874 Notification obhigation

Each shareholder shall noufy Telefonica Europe immediately upon becoming aware that any shares
in which he 1s interested (1) 1s or has become a Relevant Share, or (1) has ceased to be 2 Relevant

Share

875 Register of US Holders

(M

()

The Board shall maintain, in addition to the Register, a Register of US Holders, in
which there shall be entered particulars of any shares which are or have been
declared to be Relevant Shares The particulars entered on the Register of US
Holders in respect of any share shall comprise, in addition to the name of the holder,
the name of any US Holder interested or who appears to the Board to be interested
in such share and such information as has been supplied to the Board pursuant to
articte 87 3(1) or (11) or otherwise or, 1f no such information has been supphed, such
information as the Board considers appropriate

The Board shall remove from the Register of US Helders particulars of any share 1f
there has been furmished to 1t a declaration (in such form as the Board may from ume
to time prescribe) by the holder of such share, together with such other evidence as
the Board may require, that satisfies the Board that such share 1s no longer a
Relevant Share

876 Required Disposal

®

The Board may at any time after the date falling three months after the effective date
of the Scheme give notice to the holder of any Relevant Shares and, 1f 1t so chooses,
to any other person appearing to 1t to be interested in such Relevant Shares calling
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(n)

(m)

for a Required Disposal of some or all of the Relevant Shares held by him to be
made within 21 days or such longer period as the Board considers reasonable The
Board may extend the period in which any such notice 15 required to be complied
with and may withdraw any such notice (whether before or after the expiration of the
period referred to) 1f 1t appears to it that the shares to which the notice relates are not
or are no longer Relevant Shares or in any other circumstances the Board sees fit 1f
the Board 1s not satisfied that a Requaired Disposal has been made by the expiry of
the 21 day period (as may be extended), no transfer of any of the Relevant Shares to
which the notice relates may be made or registered other than a transfer made
pursuant to article 87 6(u)

If a notice given under article 87 6(1) above has not been complied with m all
respects to the satisfaction of the Board or withdrawn, the Board may, so far as 1t 15
able, make a Required Disposal {or procure that a Required Disposal 1s made) and
if 1t does so shall give written notice of such disposal to those people on whom the
notice was served The holder of the shares duly disposed of and all other people
interested n such shares shall be deemed wrevocably and unconditionally to have
authorised the Beard to make such Required Disposal The manner, uming and
terms of any such Required Disposal made or scught to be made by the Board
(including but not limited to the price or prices at which the same 1s made and the
extent to which assurance 1s obtained that no transferee 1s or would become a US
Holder) shall be such as the Board determines (based on advice from bankers,
brokers, or other people the Board considers appropriate to be consulted by 1t for the
purpose) t¢ be reasonably obtainable having regard to all the circumstances,
including but not himited to the number of shares to be disposed of and any
requirement that the disposal be made without delay, and the Board shall not be
liable to any person (whether or not a US Holder) for any of the consequences of
reliance on such advice In the case of a purchase of Relevant Shares by Telefémca
Europe 1n order to effect a Required Disposal, the price paid shall be not less than
the best price reasonably obtainable for a sale of such shares 1n the market at the time
of each purchase as determined by the Board based on advice from brokers, bankers
or other people the Board considers appropriate to be consulted by it for this
purpose

For the purpose of effecting any Required Disposal, the Board may

. authorise in writing any officer or employee of Telefénica Europe
to execute any necessary transfer or other mstrument on behalf of
any holder, and/or

. convert any share from uncertificated form to certificated form,

and may enter the name of the transferee in the Register in respect of the transferred
shares notwithstanding the absence of any share certificate and may 1ssue a new
certificate to the transferee and an nstrument of transfer executed by any officer or
employee of Telefénica Europe so authorised by the Board shall be as effective as
if 1t has been executed by the holder of the transferred shares and the title of the
transferee shall not be affected by any wrregularity or invalidity 1n the proceedings
relaung to the sale The proceeds of the Required Disposal shali be received by
Telefénica Europe or such other person appointed by Telefémea Eurepe whose
receipt shall be a good discharge for the purchase money and shall be paid (without
any 1nterest being payable in respect of 1t and after deduction of any expenses
incurred by the Board 1n the sale) to the former holder (or, in the case of joint
holders, the first of them named in the Register} upon surrender by him or on his
behalf to Telefénmica Europe for cancellaton of any certificate 1n respect of the
transferred shares
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877

Miscellaneous

)

()

()

(v)

v)

(v1)

(vi1)

Nothing in this article shall be construed to require the Board to assume that any
person 1s 2 US Holder unless the information contained in the Register, the registers
kept by the Company under Part VI of the Companies Act or in the Register of US
Holders appears to the Board to indicate to the contrary or the Board has reason to
believe otherwise, m which circumstances the Board shall make enquiries in good
faith to discover whether any person s a US Holder

The Board shall not be obhged to give any notice otherwise required under this
article to any person 1f 1t does not know either his identity or his address The
absence of such a notice i those circumstances and any accidental error 1n or failure
to give any notice to any person to whom notice 1s required to be given under this
article shall not prevent the implementation of, or invalidate, any procedure under
this article

Save as otherwise provided i this article, and save n so far as they permu
Telefénica Europe not to give notice to persons whose registered address 1s outside
the United Kingdom, the provisions of these Articles applying to the giving of
notice of general meetings to shareholders shall apply to the giving of any notice
required by this article Any notice required by this article to be given to a person
who 15 not a shareholder, or who 15 a shareholder whose registered address 1s not
within the Umited Kingdom and who has not given to Telefénica Europe an address
within the United Kingdom at which notices may be given to him, shall be deemed
validly served if 1t 1s sent through the post 1n a pre-paid envelope addressed to that
person at the address (or, 1f more than one, at one of the addresses), 1f any, at which
the Board believes him to be resident or carrying on business or to his last known
address as shown n the Register The notce shall in such a case be deemed to have
been given on the third day following that on which the envelope contaiming the
same 15 posted Proof that the envelope was properly addressed, pre-paid and posted
shall be conclusive evidence that the notice was given

Any resolution or determination of, or decision or exercise of any discretion or power
by, the Board or any directer or by the chairman of any meeting under or pursuant o
the provisions of this article (including without prejudice to the generality of the
foregoing as to what constitutes enquiries made n good faith or as to the manner,
uming and terms of any Required Dhsposal made by the Board under article 87 6
above) shall be final and conclusive, and any disposal or transfer made, or other thing
done, by or on behalf of, or on the authority of, the Board or any director pursuant to
the foregoing provisions of this article shall be conclusive and binding on all persons
concerned and shall not be open to challenge, whether as to its validity or otherwise
on any ground whatsoever The Board shall not be required to give any reasons for
any decision, determination or declaration taken or made in accordance with this
article

Nothing 1n their article shall be construed so as to constitute a separate class of US
Holders

This article shall apply notwithstanding any provision in any other of these Articles
which 1s inconsistent with or contrary to 1t

This article shall cease to apply on the date falling eighteen months after the date on
which the shares in Telefénica Europe have ceased to be registered under the US
Securities Exchange Act of 1934
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SHARE CERTIFICATES
88 Certificates

881 When a shareholder 15 first registered as the holder of any class of certificated shares, that
shareholder 1s entitled, free of charge, to one certificate for all the certificated shares of that class
which the shareholder holds If a shareholder holds certificated shares of more than one class, that
shareholder 1s entitled to a separate share certificate for each class This does not apply 1if the
legislation allows Telefonica Europe not to 1ssue share certificates

882 If a shareholder receives more certificated shares of any class, that shareholder 1s entitled,
free of charge, to a certificate for the extra shares

883 if a shareholder transfers some of the shares covered by a certificate, that shareholder 1s
entitled, free of charge, to a new certificate for the balance if the balance 1s also covered by a

certificate

884 Telefénica Europe does not have to 1ssue more than one certificate for a certificated share,
even If that share 1s held jointly

885 When Telefénica Europe delivers a certificate to the first named joint holder of certificated
shares, this 1s treated as delivery to all of the joint shareholders

886 Telefénica Europe can deliver a certificate to a broker or agent who 1s acting for a person
who 1s buying certificated shares or who 1s having certificated shares transferred to them

887 The Board can decide how share certificates are made effective For example, they can be

. signed by two directors or one director and the Secretary,
. sealed with the Seal, or
. printed, n any way, with a copy or representation of those signatures or the Seal The

representation can be made or produced mechanically, electronically or in any other way the
Board approve

888 A share certificate must state the number and class of shares to which 1t relates and the
amount paid-up on those shares It cannot be for shares of more than one class

889 The time limit for Telefénica Europe to provide a share certificate under this Aruicle for
certificated shares 1s

. two months after the allorment of a new share (or any longer period provided by 1ts terms of
1ssue), or
. five business days after a transfer of shares 1s presented for registration or the instruction

from the operator of the relevant system 1s received

. Telefémca Europe shall be treated as having provided a share certificate under this Article
when 1t 15 sent and not when 1t 1s delivered

89. Replacement certificates
891 A shareholder can ask Telefénica Europe to cancel and replace a single share certificate

with two or more certificates, for the same total number of shares The Board can require the
shareholder to pay for the new certificates
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892 A shareholder can ask Telefénica Europe for a new certificate 1f the oniginal 1s
. worn out, damaged or defaced, or
. lost, stolen or destroyed

The Board can require the shareholder to pay Telefénica Europe’s exceptional out of pocket
expenses for 1ssuing a new certificate

893 If a certificate has been worn out, damaged or defaced, Telefénica Europe can require the
certificate 1o be delivered to it before 1ssuing a replacement If a certificate 1s worn out, lost or
destroyed, Telefénica Europe can require satisfactory evidence, and an wndemnity, before i1ssuing a
replacement

TRANSFERRING SHARES

90. Share transfers

90 1 Unless the Articles say otherwise, a shareholder can transfer some or all of their shares to
another person

902 Every transfer of certificated shares must be i writing, and either n the usual standard
form, or another form approved by the Board

903 Every transfer of uncertificated shares must be carried out using a relevant system

90 4 The transfer form for certificated shares must be delivered to the Registered Office or any
other place the Board decide The transfer form must have with it

. the share certificate for the shares to be transferred,

. any other evidence which the Board ask for to prove that the person wanting to make the
transfer 15 entitled to do this, and

. if the transfer form 1s executed by another person on behalf of the person making the transfer,
evidence of the authority of that person to do so

905 However, if a transfer 1s by a recognised clearing house or 1ts nominee or by a recognised
investment exchange or 1its nominee, a share certificate 1s only needed 1f a certificate has been 1ssued

for the shares 1n question

906 A transfer form must be signed, or made effective in some other way, by or on behalf of the
person making the transfer

907  The person making a transfer will be treated as continuing to be the shareholder untl the
name of the person to whom a share 1s being transferred 1s entered on the Register for that share

91. More about share transfers

911 If Telefomica Europe registers a transfer, 1t can keep the transfer form A transfer form cannot
be used to transfer more than one class of shares Each class needs a separate form

912  No fee 1s payable to Telefénica Europe for transferring shares or registering changes relating
to the ownership of shares

913  Transfers cannot be in favour of more than four joint holders
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914 A transfer form must be properly stamped to show payment of any applicable stamp duty

915 The Board can refuse to register a transfer of an uncertificated share in the circumstances
stated in the Regulations

916 If the Board decide not to register a transfer of a share, they must notify the person to whom

that share was to be transferred This must be done no later than two months after Telefénica Europe
receives the

. transfer (in the case of a certificated share), or

. mstruction from the operator of the relevant system (1n the case of an uncertificated share)
92, Closing the Register

The Board can decide to suspend the registration of transfers by closing the Register This can be for
part of a day, a day, or more than a day The Register cannot be closed for more than 30 days a year
Suspension periods can vary between different classes of shares In the case of uncertificated shares,
the Register must not be closed without the consent of the operator of a relevant system

PEOPLE AUTOMATICALLY ENTITLED TO SHARES BY LAW

93. When shareholders die

931 If a shareholder who 1s a joint shareholder dies, the remamming joint shareholder or
shareholders will be the only people who Telefénica Europe will recognise as being entitled to their
shares

932 When a sole shareholder (or a shareholder who 1s the last survivor of joint shareholders)
dies, their legal personal representatives will be the only people who Telefémica Europe will
recognise as being entitled to their shares

94. Registering personal representatives

A person who becomes automatically enutled to a share by law can either be registered as the
shareholder or can select some other person to have the share transferred to The automatically
entitled person must provide any evidence of their entitlement which the Board reasonably require

95 People who want to be registered must give notice

If a person who s automatically entitled to a share by law wants to be registered as a shareholder,
they must deliver a written notice to Telefénica Europe saying that they have made this decision The
notice must be in the form which the Board require This notice will be treated as a transfer form All
the Articles about registering transfers of shares apply to it The Board have the same power to refuse
to register the automatically entitled person as they would have had in deciding whether to register a
transfer by the person who was previously entitled to the shares

96. Having another person registered

96 1 If a person who 15 automatically entitled to a share by law wants the share to be transferred
to another person, they must do this for

. a certificated share, by signing a transfer form to the person they have selected, and
. an uncertificated share, by using a refevant system

962  The Board have the same power to refuse to register the person selected as they would have
had in deciding whether to register a transfer by the person who was previously entitled to the shares
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97. Rughts of people automatically entitled to shares by law

971 A person who 1s automatically entitled to a share by law 1s entitled to any drvidends or other
money relating to the share, even though they are not registered as the holder of that share, on
supplying to Teleféniea Europe evidence the Board reasonably require to show their title to the share
However, the Board can send a written notice to the person saying that the person must either be
registered as the holder of the share or transfer the share to some other person If the automatically
entitled person does not do this within 90 days of the notice, the Board can withhold all dividends or
other money relating to the share until they do

972 Unless registered as the holder of the share, the person automatically entitled to a share by
law cannot

L) recetve notices of shareholders’ meetings, or attend or vote at these meetings, or
. exercise any other night of a shareholder n relation to any of these meetings,
unless the Board decide to allow this

SHAREHOLDERS WHO CANNOT BE TRACED

98. Untraced shareholders

981 Telefénica Europe can sell any shares 1f

. during the previous 12 years the shares have been in issue, Telefénica Europe has tried to
pay at least three dividends and no dividend has been cashed,

. after this 12 year period, Telefénica Europe gives notice that 1t intends to sell the shares by
advertisement 1n a Umted Kingdom national newspaper and a newspaper appearing 1in the
area which includes the address held by Telefénica Europe for delivering notices relating to
the shares, and

. during this 12 year period, and for three months after the last advertisement appears n the
newspapers, Teleféonica Europe has not heard from the shareholder or a person who 1s
automatically entitled to the shares by law

982  To sell any shares m this way, the Board can authorise a person to transfer the shares This
transfer will be just as effective as if 1t had been made by the registered holder of the shares, or by a
person who 18 automatically entitled to the shares by law The ownership of the person to whom the
shares are transferred will not be affected even if the sale 1s irregular or invalid in any way

983 The net sale proceeds belong to Telefénica Europe unless and until claimed under this
Article, and 1t must pay these proceeds to the shareholder who could not be traced, or to the person
who 15 automancatly entitled to the shares by law, if that shareholder, or that other person, asks for
them

98 4 Telefénica Europe must record the name of that shareholder, or the person who was
automatically entitled to the shares by law, as a creditor for this money n 1is accounts The money 1s
not held on trust, and no interest 1s payable on the money Teleférca Europe can keep any money
which 1t has earned on the net sale proceeds Telefomica Europe can use this money for 1ts business or
the business of 1ts holding company (if any), or it can invest the money in any way that the Board
decide

G835 In the case of uncertificated shares, this Article 1s subject to any resirictions which apply
under the Regulations
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DIVIDENDS
99, Final dividends

Shareholders can declare dividends by passing an ordmary resolution, but no dividend can exceed the
amount recommended by the Board

100. Fixed and internm dividends

1001  If the Board consider that the profits of Telefénica Europe justify such payments, they can
pay

. interim dividends on any class of shares of any amounts, on any dates and for any periods
which they decide, and

. fixed or other dividends on any class of shares on the dates stated for the payment of those
dividends

1002  1f the Board act in good faith, they are not Liable to any shareholders for any loss they suffer
because a lawful dividend has been paid under this Article on other shares which rank equally with or
behind their shares

101. Distributions i kand

If the Board recommend this, shareholders can pass an ordmary resofution to direct all or any part of
a dividend to be paid by distrtbuting specific assefs (and n particular patd-up shares or debentures of
any other company) The Board must give effect to that resolution Where a difficulty arises on the
distnibution, the Board can settle it as they decide In particular, they can (without limiting this Article
In any way)

. 1ssue fractional certificates,

. value the assets for distribution purposes,

. pay cash of a sumilar value to adjust the rights of shareholders, and/or
. transfer any assets to trustees

102. No dividends are payable except out of profits

No dividend can be paid except out of profits available for distribution under the legislation

103. Payments to shareholders

103 1 A dividend or other money payable in cash relating to a share can be paid

. by cheque or warrant payable to the shareholder or person automatically entitled to the
shares by law who 15 entitled to 1t or to another person named 1n a written nstruction from
the shareholder (or all joint shareholders or people jointly and automatically entitled to the
shares by law),

. n the case of uncertificated shares, by using a relevant system,

) by bank transfer or other electromic means directly to an account named 1n a written

instruction  from the shareholder (or all joint shareholders or people jointly and
automatically entitled to the shares by law), and/or
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. n any other way agreed between the shareholder (or all joint shareholders or people jontly
and automatically entitled (o the shares by law) and Telef6nica Europe

1032 For jomnt shareholders, or people jointly and automatically entitled to shares by law,
Telefénica Europe can rely on a receipt for a dividend or other money paid on shares from any one of
them

1033 Cheques and warrants are sent, and payment n any other way 15 made, at the nisk of the
people who are entitled to the money Telefonica Europe 15 treated as having paid a dividend 1f a
cheque or warrant 15 cleared or 1f a payment is made using a relevant system, bank transfer or other
electronic means Telefénica Europe will not be responsible for a payment which 15 lost or delayed

1034 Telefénica Europe can send a cheque or warrant to shareholders who are employees of
Telefénica Europe or any of its subsidiary undertakings through Telefémieca Europe’s internal post
system

103 5 Unless the rnghts attached to any shares, the terms of any shares or the Arficles say otherwise,
a dividend and any other money payable 1n respect of a share can be pawd in whatever currency the
Board decide using an appropriate exchange rate selected by the Board for any currency conversions
required The Board can also decide how any costs relating to the choice of currency will be met

1036 No dividend or other money payable by Telefémca Europe in respect of its shares carnes a
right to interest from Telefénica Europe, unless the rights of the shares say something different

104. Deducting amounts owing from dividends and other money

If a shareholder owes any money to Telefémica Europe relating in any way to Telefénica Europe
shares, the Board can deduct any of this money from any

. dividend on any shares held by the shareholder, or

. other money payable by Telefénica Europe in respect of the shares

Money deducted 1n this way can be used to pay the amounts owed to Telefénica Europe
105. Unclaimed dividends and other money

1051 Unclaimed dividends and other money payable tn respect of a share can be invested or
otherwise used by the Board for the benefit of Telefonica Europe until they are claimed The Board
can decide to pay the unclaimed dividends and other money into a separate account, but Telefénica
Europe will not be a trustee of the money If a dividend or other money has not been claimed for 12
years after it was declared or became due for payment, it will be forfenied and belong to Telefénica
Europe again unless the Board decides ctherwise

1052 Telefémica Europe can stop paying dividends if cheques or warrants for two dividends n a
row are sent back or not cashed or 1f payment by any other means has not been able to be made twice
mn a row through no fault of Telefénica Europe Telefémica Europe must start paying dividends in
the same way again if the shareholder or a person automatically entitled to the shares by law

. claims those dividends in wniting (before they go back to Telefémca Eurepe under Article
105 1), and
. does not ask Telefénica Europe to start paying dividends i some other way
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106. Warver of dividends

All or any dividends can be waived by a document which 1s accepted by Telefénica Europe or on
which Telefénica Europe acts The document must be signed by the shareholder (or the person
automatically entitled to the shares by law) and delivered to Telefonica Europe.

107. Record dates

A dividend or distnibution on, and an allorment or issue of, any shares can be paid or made to the
holders of shares shown on the Register at whatever time on whatever day 1s stated 1n the resolution
declaring the dividend or providing for the distribution, aliotment or issue 1f no time 1s stated n the
resolution, the close of business applies This Article applies whether what 15 being done 1s the result of
a resolution of the Board or a resolution passed at a General Meeting The date can be before the
relevant resolution was passed This Article does not affect the rights between past and present
shareholders to payments or other benefits

SCRIP DIVIDENDS

108. Shareholders can be offered the rnight to receive new shares instead of cash dividends

108 1 The Board can offer Ordinary Shareholders the right to choose to recerve new Ordinary
Shares, which are credited as fully paid-up, instead of some or all of their cash dividend Before they
can do this, the shareholders must have passed an ordinary resolution authorising the Board to make
thus offer

1082 The ordinary resolution can apply to some or all of a particular dividend or dividends
Alternatively, 1t can apply to some or all of the dividends which are declared or paid n a specified
period The specified period must not end later than the end of the Annual General Meeting which 1s
held n the fifth year after the ordinary resofution 1s passed

108 3  The Board can offer shareholders the right to request new shares instead of cash for

] the next dividend, or

. all future dividends (if a share alternauve 1s made available), untl they tell Telefénica
Europe that they no longer want to receive new shares

The Board can also allow shareholders to choose between these alternatives

1084 A shareholder choosing new shares 1s entitled to Ordinary Shares whose total relevant

value 15 as near as possible to the cash dividend the shareholder would have received (disregarding

any tax credit), but not more than 1t

The relevant value of a share 15

. the average value of Telefénica Europe Ordinary Shares for the five dealing days starting
from, and including, the day when the shares are first quoted ex-drvidend (this average value
1s worked out from the average middle market quotations for Telefénica Europe’s Ordinary
Shares on the London Stock Exchange, as published in the Daily Official List}, or

. a value worked out 1n accordance with the ordinary resolution,

but, in either case shall never be less than the face value of a new Ordinary Share

A certificate or report by the Auditor stating the relevant value for a dividend 1s conclusive evidence
of that value
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1085 The Board can decide how any costs relating to making new shares available 1n place of a
cash dividend will be met For example, they can decide that an amount will be deducted from the
entitlement of a shareholder under Article 108 4

108 6 After the Board have decided to apply this Article to a dividend, they must give eligible
shareholders written notice of their right to choose new shares This notice should also say how,
where and when shareholders must notify Telefénica Europe if they want to receive new shares
Where shareholders have already chosen to recerve new shares in place of all future dividends, 1f new
shares are available, Telefénica Europe will not need to notify thetn of a right to choose new shares

108 7 No shareholder will receive a fraction of a share The Board can decide how to deal with any
fractions left over For example, they can decide that the benefit of fractions belongs to Telefénica
Europe or that fractions are 1gnored or deal with fractions in some other way

108 8 The Board can exclude or restrict the right of shareholders to choose new shares or make
any other arrangements where they decide that

o this 1s necessary or appropriate to deal with legal or practical problems
= under the laws of any territory,
L under the requirements of any recognised regulatory body, or stock exchange, in any
terrnitory, or
. as a result of shares being represented by American Depositary Shares or other

instruments, or

. 1t would be impractical or unduly onerous to give the right to any shareholder or that for
some other reason the right should not be given

1089 If a shareholder chooses to receive new shares, no dividend on the corresponding elected
shares will be declared or payable Instead, new Ordinary Shares will be allosted on the basis stated
earhier i this Article To do this the Board will change into capital a sum equal to the total face value
of the new Ordinary Shares to be allotted They will use this sum to pay up 1n full the appropriate
number of new Ordinary Shares These will then be allofted and distributed to the holders of the
elected shares as stated above The sum to be changed into capital can be taken from any amount
which 1s part of Telefénica Europe’s reserves (including premiums received when any shares were
issued, capital redempiion reserves or other undistributable reserves) or which Telefémieca Europe 15
holding as net profits Article 127 apphes to this process, as far as it 1s consistent with this Article

108 10 The new Ordinary Shares rank equally i all respects with the existing fully paid-up
Ordinary Shares at the time the new Ordinary Shares are allotted They are not entitled to share 1n
the dividend from which they arose and do not allow the holder to choose new shares instead of that
dividend

108 11 Unless the Board decide otherwise or the Regulations or the rules of a relevant system
require otherwise, any new Ordinary Shares which a shareholder has chosen to receive instead of

some or all of their cash dividend will be

. ‘uncertificated shares 1f the corresponding elected shares were uncertificated shares on the
record date for that dividend, and

. certificated shares if the corresponding elected shares were certificated shares on the
record date for that dividend

108 12 The Board can decide that new shares will not be available in place of any cash dividend
They can decide this at any time before new shares are aflotted 1n place of a dividend, whether this 1s
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before or after shareholders have authorised an offer under this Article 108 or chosen to receive new
shares under any such offer

108 13 In this Article, elected shares means the shares in respect of which the shareholder has
chosen to receive new shares

NOTICES
109. Delivering notices and other documents to shareholders

Telefomica Europe can dehiver a notice or other document, including a share certificate, to a
shareholder

. by delivering 1t by hand to the address recorded for the shareholder on the Register,

. by sending 1t by post or other delivery service 1n an envelope (with postage or delivery paid)
to the address recorded for the shareholder on the Register,

. where the shareholder 15 an employee of Telefomca Europe or any of its subsidiary
undertakings, by sending 1t through Telefénica Europe’s internal post system 1 an envelope
to the shareholder’s last known place of work in Telefénica Europe or any of 1ts subsichary

undertakings,

. by fax (except for share certificates} to a fax number notified by the shareholder in writing,

. by electromc mail (except for share certificates) to an address notified by the shareholder
writing,

. by publishing 1t (except for share certificates) on a web site or sites and notifying the

shareholder 1n the manner agreed with the shareholder 1n writing that it has been published
and the address of each website,

. by a relevant system, or
L by advertisement 1n at least two Umited Kingdom national newspapers

An electronic communication will not be treated as received by Telefonica Europe 1f 1t 15 rejected by
computer virus protection arrangements

Articles 109 to 117 do not affect any provision of the legislation or the Articles requiring notices or
documents to be delivered 1n a particular way

110. Signature of documents

Where under these Articles a document, including a proxy foerm, needs to be signed by a shareholder
or other person and 1t 15 in the form of an electronic communication, the Board may, 1f it chooses,
disapply the requirement for a signature or require the electrontc communication to incorporate the
electronic signature or personal identification details {which may be details previously allocated by
Telefémea Europe or 11s agent) of that shareholder or other person, in the form the Board approve, or
be accompanied by any other evidence the Board may specify Telefénica Europe can designate
mechanisms for validating any document of this kind, and any document not validated by the use of
these mechanisms can be treated by the Board as never having been received by Telefémica Europe or
(ts agent
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111. Notices to joint shareholders

When a notice or document 1s to be sent to joint shareholders it must be sent to the joint shareholder
who 18 listed first on the Register for the share but 1gnoring a joint shareholder without an address in
the United Kingdom under Articles 109 or 112 A nouce or document sent 1n this way 1s treated as
delivered to all the joint shareholders

112 Notices to sharehelders with foreirgn addresses or on branch registers

1121 A shareholder whose address on the Register 1s outside the Unmited Kingdom can give
Telefénica Europe an address in the United Kingdom where notices or documents can be sent If this
1s done, the shareholder 1s entitled to have notices or documents sent to them at that address
Otherwise, the shareholder 1s not enutled to receive any notices or documents from Telefénica
Europe

1122 For a sharebolder registered on a branch register, notices or documents can be posted or
despatched 1n the United Kingdom or n the country where the branch register 1s kept

113. Notices when shareholders have died or are bankrupt or in hquidation

This Article applies where a person 1s registered as a sole or first-named joint shareholder but another
person 1s auwtomatically entitled to thewr shares by law The person who proves that they are
automatically entitled to the shares by law to the reasonable satisfaction of the Board can give
Telefémica Europe an address in the United Kingdom where notices and documents can be sent If
this 1s done, subyect to Article 97 2, notices and documents must be sent to that address Otherwise, if a
notice or document 1s sent to the shareholder named on the Register 1n accordance with the Articles,
this will be valid even though another person 1s automatically entitled to therr shares by law This
apphes even 1f Telefonica Europe was aware of this If notices or documents are sent in accordance
with this Article, there 1s no need to send them in any other way to any other people involved

114. When notices are dehvered

114 1 If a notice or document 1s delivered by hand, 1t 1s treated as being delivered at the time 1t 15
handed to or left for the shareholder

1142 If a notice or document 15 sent by post or other delivery service not referred to below, 1t 1s
treated as being delivered

. 24 hours after it was posted, if first class post was used, or
. 72 hours after it was posted or given to delivery agents, if first class post was not used

It can be proved conclusively that a notice or document was delivered by post or other delivery service
by showing that the envelope contaiming the notice or document was

. properly addressed, and

. put into the post system or given to delivery agents with postage or delivery paid

1143 If a notice or document 1s sent by Telefénica Europe’s internal post system, 1t 1s treated as
being delivered on the day after it was sent It can be proved conclusively that a notice or document
was delivered by Telefénica Europe’s internal post system by an entry in Telefémca Europe’s

records that 1t was put into Telefomica Europe’s internal post system

114 4 If a notice or document (other than a share ceruficate) 1s sent by fax, it 1s treated as being
delivered at the time 1t was sent
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1145 If a notice or document (other than a share certificate) 1s sent by electronic mail, 1t 1s treated
as being delivered at the time 1t was sent In the case of publication on a web site, 1t 1s treated as being
delivered when notice of the publication and the address of the web site 1s sent

1146 If a notice or document 1s sent by a relevant system, 1t 1s treated as being delivered when
Telefénica Europe (or a sponsoring system-participant acting on its behalf) sends the issuer-
instruction relating to the notice or document

1147 If a notice 15 given by an advertisement, 1t 1s treated as being delivered at midday on the day
when the last advertisement appears tn the newspapers

115. Undelivered notices

This Article applies where, on two consecutive occasions, notices or documents sent by post or other
delivery service have been returned undelivered If the shareholder gives Telefénica Europe a new
address in the United Kingdom where notices or documents can be sent, the shareholder 1s enttled to
have notices or documents sent to them at that address Otherwise, the shareholder 1s not entitled to
receive any notices or documents from Telefénica Europe

116. If notices are accidentally not sent

116 1 If a notice, proxy form or other document relating to a meeting or other proceeding 15
accidentally not sent or 1s not received, the meeting or other proceeding will not be invalid as a result

1162 A shareholder present in person or by proxy or company representative at a shareholders’
meeting 15 treated as having received proper notice of that meeting and, where necessary, of the
purpose of that meeting

117. Delivering notices and other documents to Telefénica Europe.

1171  Shareholders can deliver a notice or other document to Telefénica Europe

. by delivering 1t by hand to the Registered Office,

. by sending 1t by post or other delivery service not referred to below in an envelope (with
postage or delivery paid) to the Registered Office,

. by fax to the fax number notified by Telefémica Europe n its communications io
shareholders for this purpose, or

. as far as the legislation allows, by electronic mail to the address notified by Telefénica
Europe 1n its communications to shareholders for this purpose

1172 If a notice or document 15 delivered by hand, 1t 1s treated as being delivered at the time 1t 15
left at the Registered Office

1173 If a notice or document 1s sent by post or other delivery service not referred to below, 1t 1s
treated as being delivered at the time 1t 15 received at the Registered Office

1174 If a notice or document 1s sent by fax, it 15 treated as being delivered at the nme 1t was
recerved

1175 If a notice or document 1s sent by electrome mail 1t 15 treated as being delivered at the time 1t
was recelved

1176 This Article does not affect any provision of the legislation or the Articles requuring notices
or documents to be delivered 1n a particular way
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AUDITOR
118. Attending General Meetings

The Auditor can attend a General Meeting and can speak there on any business which 1s relevant to
them as Auditor

119 Vahdity of the Auditor’s actions

As far as the legislation allows, the actions of a person acting as an Auditor are valid n favour of a
person dealing with Telefénica Europe in good faith, even 1f there was some defect in that person’s
appoiwntment or that person was at any time not quahfied to act as an auditor

SECRETARY
120 Secretary, and deputy Secretaries

1201 The Secretary 1s appomnted by the Board The Board decide the terms and period of the
appontment The Board can also remove the Secretary This does not affect any claim for damages
agamst Telefonica Europe for breach of any contract of employment the Secretary may have The
Board can appoint two or more people 1o be joint Secretaries

1202  The Board can also appoint one or more people to be deputy Secretaries or one person to be
a temporary Secretary The Board decide their terms and period of employment The Board can also
remove a deputy or temporary Secretary This does not affect any claim for damages against
Telefémca Europe for breach of any contract of employment they may have Anything which the
Articles require or allow to be done by the Secretary can also be done by a deputy or temporary
Secretary

1203 Anything which the legslation or the Articles require or allow to be done by or to a director
and the Secretary cannot be done by or to one person acting as both a director and the Secretary

SEALS

121, Seal and Securities Seal

1211 The Board are responsible for arranging for the Seal and any Securities Seal to be kept
safely The Seal and any Securities Seal can only be used with the authonty of the Board or a
commuittee authorised by the Board For the purposes of this Article, a committee authorised by the

Board can consist solely of people who are not directors

121 2 Every document which has the Seal stamped on 1t must be signed autographically by

. one director and the Secretary,
. two directors, or
. a person who 15 authorised to do so by the Board either generally or in relation to specific

documents or documents of specific descriptions

However, the Board can decide that specific documents or documenis of specific descriptions can be
printed, in any way, with a copy or representation of these signatures The representation can be made
or produced mechanically, electronically or in any other way the Board approve The Board can also
decide that certificates for securities which have the Seal stamped on them do not need to be signed

1213 The Securities Seal can be used only for sealing securities issued by Telefénica Europe and

documents creating or evidencing securities issued by Telefénica Europe Securiies and documents
which have the Securities Seal stamped on them do not need to be signed
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1214  The Board can use all the powers given by the legislation relating to official seals for use
abroad

DOCUMENTS
122. Certifying copies of documents

1221 A director or the Secretary has power to decide that any of the following are genuine and to
certify coptes of or extracts from them as true copies or extracts

. documents relating to Telefénica Europe’s constitution,

. resolutions passed by the shareholders or a class of shareholders, or by the Board or a
Board commitiee, and

. books, documents, records or accounts which relate to Telefénica Europe’s business
The Board can also give this power to other people
1222 A document which appears to be a copy of a resolution or an extract from the minutes of a

meeting and which 15 certified as a true copy or extract as described in Article 122 1 1s conclusive
evidence for a person who deals with Telefénica Europe on the strength of the document that the

. resolution has been properly passed, or
. extract 1s a true and accurate record of the proceedings of a valid meeting
123 Destroying documents

1231  Telefénica Europe can destroy all

. transfer forms for shares, documents sent to support a transfer and any other documents which
were the basis for making an entry on the Register, six years after the date of registration,

. dividend payment instructions and notifications of a change of address or name, two years
after the date these were recorded,

. cancelled share certificates, one year after the date they were cancelled,

L) all instruments of proxy that have been used for the purposes of a poil when 1t 1s more than
one year from the date of use, and

. all instruments of proxy that have not been used for the purposes of a pol/ when it 1s more than
one month from the end of the meeting to which the instrument of proxy relates provided no
poil was demanded at the meeting

1232 A document destroyed by Telefémica Europe in accordance with Article 1231 1s
conclusively treated as having been vahd and effective in accordance with Telefémica Europe’s
records relating to the document Any action of Telefénica Europe in dealing with the document 1n
accordance with 1ts terms before 1t was déstroyed 1s conclusively treated as having been properly taken

1233  Articles 123 1 and 123 2 only apply to documents which are destroyed in good faith and 1f
Telefonica Europe has not been informed that keeping the documents 1s relevant to any claim

1234  If the documents relate to uncertificated shares, Telefénmica Europe must also comply with
any rules (as defined in the Regulations) which limut its ability to destroy these documents
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1235 This Article does not make Telefénica Europe hable if 1t

. destroys a document earlier than the time limit stated i Article 123 1,
. does not comply with the conditions in Article 123 3, or
. would not be hable 1f this Article did not exast

1236  This Article applies whether a document 1s destroyed or disposed of 1n some other way
INDEMNITY AND INSURANCE

124. Indemmnity

As far as the legislation allows, every director, Secretary, officer and employee of Telefénica Europe

will be imdemnified by Telefénica Europe out of its own funds agaimnst all costs, charges, losses,
expenses and lrabilines incurred by them

. 1n performing their duties,

. n exercising their powers,

. n clatming to do any of these things, and/or

. otherwise 1n relation to or 1n connection with their duties, powers or offices

125, Insurance

1251 Inthis Article each of the following 1s a Relevant Company

. Telefénica Europe,
. a holding company of Telefonica Europe,
. a body, whether or not incorporated, in which Telefénica Europe or 1ts ho/ding company, or

a predecessor of Telefénica Europe or its holding company, has or had an interest, whether
direct or indirect, and

. a body, whether or not incorporated, which 15 i any way allied to or associated with
Telefénica Europe, or any subsidiary undertaking of Telefénica Europe or such other body

1252  As far as the legislation allows and without hmiting Article 124 in any way, the Board can
arrange for Telefonica Europe to purchase and maintain insurance against any habifify for or for the
benefit of any people who are or were at any time directors, officers or employees of a Relevant
Company

RESERVES
126. Setting up reserves

The Board can set aside any profits of Telefénmica Eurepe and hold them in a reserve The Board can
decide to use these sums for any purpose for which the profits of Telefénica Europe can lawfully be
used Pending their use, sums held in a reserve can either be used in the business of Telefémica Europe
or wvested n any way the Board decide The Board can divide the reserve into separate funds for
special purposes and change the funds into which the reserve 1s divided The Board can also carry
forward any profits without holding them in a reserve The Board must comply with the restrictions in
the legislation which relate to reserve funds
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127.  Changing reserves into capital

1271  Without limiting Article 108 9 in any way, if the Board recommend this, shareholders can
pass an ordmary resolunion to allow the Board to change mnto capital an amount which

. 1s part of Telefénica Europe’s reserves (including premiums receved when any shares were
1ssued, caputal redemption reserves or other undisinbutable reserves), or

. Telefénica Europe 1s holding as net profits

1272 The Board will use the sum which 1s changed nto capital by setting 1t aside for the Ordinary
Shareholders on the Register at the stated time on the day the resolution 15 passed (or whatever day 1s
stated 1n the resolution or fixed as stated in the resolution) If no ume 15 stated n the resolution, the
close of business applies The sum set aside must be used to pay up in full shares of Telefémica
Europe and to aflor such shares and distribute them to shareholders as bonus shares 1n proportion to
their holdings of Ordinary Shares at the ime The shares can be Ordinary Shares or, if the rights of
other existing shares allow this, shares of some other class

1273  If a difficulty anises 1n operating this Article, the Board can resolve 1t in any way which they
decide For example, they can decide that the benefit of fractions of shares belongs to Telefémca
Europe or that fractions are ignored or deal with fractions in some other way

1274  The Board can appoint a person to sign a contract with Telefémeca Europe on behalf of those
who are entitled to shares under the resolution Such a contract 1s binding on all concerned

128 Assets treated as revenue

If the legislation allows

. where an asset, business or property 1s bought by Telefémica Europe as from a past date, the
Board can decide that any of the related profits and losses as from that date can be added to
Telefémea Europe’s revenue account and treated for all purposes as profits or losses of

Telefémea Europe, and

. where any securities are bought by Telefénica Europe with any dividend or interest, the
Board can decide that the dividend or interest can be treated as revenue rather than capital

ACCOUNTS

129. Accounting records

The Board must make sure that accounting records which comply with the legislation are kept
130. Location and inspection of records

1301 The accounting records must be kept at

L] the Registered Office, or

. any other place which the legislation allows and the Board decides

1302 Telefémica Europe’s officers always have the right to inspect the accounting records

1303 No other person {including a shareholder) has a night to inspect any accounting records or
other books or papers of Telefonica Europe unless the

. legislation or a Court order gives that person the night,
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. Board authorise that person to do so, or
. shareholders pass an ordinary resolunion authonising that person to do so
131 Sending copies of accounts and other documents

1311 This Article applies to every balance sheet and profit and loss account to be put to the
shareholders at a General Meeting, reports of the Board and Auditor, and any other documents
which the legislation requires to be attached to them

1312 Copies of these documents must be sent to the shareholders and debenture holders and all
other people to whom the legislatton or the Articles require Telefonica Europe to send notices of
shareholders’ meetings This must be done at least 21 days before the relevant General Meeting But
Telefonica Europe need not send these documents to

. shareholders who are sent summary financial statements in accordance with the legislation,
L more than one joint shareholder or debenture holder, or
. a person for whom Telefénica Europe does not have a current address

As far as the legislation allows, copies can be sent by fax or electronic mail

Shareholders and debenture holders who are not sent copies of the documents referred to in this
Article can receive a copy free of charge by applying to Telefénica Europe at the Registered Office

WINDING UP
132 Distribution 1n kind

If Telefénica Europe 1s wound up (whether the hiquidation 1s voluntary, under supervision of the Court
or by the Court) the hiquidator can, with the authority of an extraerdmnary resolution passed by the
shareholders, divide among the shareholders all or any part of the assets of Telefénica Europe This
applhes whether the assets consist of property of one kind or different kinds For this purpose, the
liquidator can place whatever value the liquidator considers fair on any property and decide how the
division 15 carried out between shareholders or different groups of shareholders The liquidator can
also, with the same authonty, transfer any assels to frustees upon any trusts for the benefit of
shareholders which the hiquidator decides The liquidation of Telefénica Europe can then be finalised
and Telefémica Europe dissolved No past or present shareholder can be compelled to accept any
shares or other property under this Article which could give them a liability

INTERPRETATION
133. Meaning of certain words and phrases used 1n the Articles
1331 The following table gives the meaning of certain words and phrases as they are used in the

Articles However, the meaning given in the table does not apply if that 1s inconsistent with the context
in which a word or phrase appears

Words Meanings
Adjusted Capital and Reserves  This 1s defined 1in Article 71 3

Articles Telefonica Europe’s articles of association, including any changes made
to them
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Auditor

Board

business day

Companies Act
Company

electronic mail

existing shares

JSace value (of a share)
General Meeting
Group

Legislation

London Stock Exchange

local board
minority proportion
Month

Officer

ordinary business

Ordinary Shareholders
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The auditor of Telefémeca Europe and, where two or more people are
appointed to act jointly, any cne of them

All or any of the directors of Telefémeca Europe acting as a board

A day (excluding Saturdays, Sundays and publ:c holidays) on which banks
are open for business n the City of London

The Companies Act 1985
A corporate body

Inctudes any electromic transmisston 1n any form through any medium,
and, without mitation, any form of electronic communication

Shares which are i 1ssue at the relevant time

The nominal value of the share

A meeting of shareholders held in accordance with the Articles
This 15 defined 1in Article 71 3

The Companies Act, the Regulations and all other laws and regulations
applying to Telefénica Europe

London Stock Exchange plc or the principal stock exchange in the Umited
Kingdom

This 1s defined 1n Article 64 4
This 15 defined 1n Article 71 3
Calendar month

Includes a director, manager and company secretary but does not include
an Auditor

All the following business (if 1t takes place at an Annual General
Meeting)

o declaring and approving dividends,

e considering the accounts, reports of the Board and Auditor and any
other documents which the legislation requires to be attached to them,

s electing directors in place of those retiring for any reason (whether by
rotation or not), and

e appomntng the Auditor (when specral notice of the resolution for the
appointment 15 not required by the legislation) and deciding eirther the
remuneration that the Auditor will be paid or the way in which this
remuneration will be decided

Helders of Ordinary Shares
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Ordimnary Shares

paid-up (share or other security)
Pay

person or people

proxy form

recognised clearing house
recognised investment exchange
Register

Registered Office

Regulations

rights (of a share)

Seal

Secretary

Securities Seal

Shareholders

shareholders® meeting

special business
Telefonica Europe
United Kingdom

written or 1n writing

Year

Telefémica Europe’s ordinary shares of 0 1p each

Includes a share or other security which 1s treated (credited) as paid-up
Includes any kind of reward or payment for services

Includes companies and unincorporated associations

Includes any document or electromic communication which appoimnts a
proxy

A clearing house recognised under the Financial Services Act 1986

An investment exchange recogmised under the Financial Services Act 1986
Telefénica Europe’s register of shareholders

Telefémica Europe’s registered office

The Uncertificated Secunities Regulations 2001

The rights attached to the share when 1t 15 1ssued, or afterwards

Telefomeca Europe’s common seal or Securities Seal

A person appointed by the Board to do work as the company secretary,
including an assistant (who does not need to be appointed by the Board
under Article 120), deputy or temporary company secretary Where two or

more people are appointed to act jointly, it includes any one of them

An official seal kept by Telefénica Europe under section 40 of the
Compames Act

Holders of Telefénica Europe’s shares

A General Meeting of Telefénica Europe or a meeting of a class of
holders of Telefénica Europe’s shares

All business at General Meetings except for ordinary business
Telefénica Europe ple
Great Britain and Northern Ireland

In wrniting, or any way of representing or copying words legibly so that
they are permanent, or using electronic communication

Calendar year

1332 A debenture includes debenture stock and a debenture holder ncludes a debenture

stockholder

1333 A person who 1s automatically entitled to a share by law includes a person who 1s entitled to
the share as a result of the death or bankruptcy of a shareholder

1334 The singular includes the plural, and the other way around
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1335 When an Act 1s referred to this includes an amendment to the Act as well as its inclusion 1n a
later Act This principle of interpretation also applies to other kinds of legislation

1336 A word which 15 defined in the Companies Act or the Regulations means the same in the
Articles, unless the Articles define 1t differently, or the way 1n which the word 15 used 15 inconsistent
with the definition 1in the Companies Act or the Regulations

1337  Where the legislation or the Articles say that something can be done by passing an ordinary
resolution, this can also be done by passing a special resolution or an extraordinary resolution

1338  Where the Articles refer to a document being made effective this means being signed, sealed
or executed 1n some other legally valid way

1339  Where the Articles refer to certificated shares, this means that ownership of the shares can
be transferred using a written transfer document (rather than in accordance with the Regulations) and
that a share certificate 1s usually 1ssued to the owner

133 10 Where the Articles refer to uncertificated shares, this means that ownership of the shares
can be transferred in accordance with the Regulations without using a written transfer document and
that no share certificate 15 1ssued to the owner

133 11 Where the Articles refer to clear days the number of days does not include the two days
between which the interval 1s measured For example, 1f notice 1s required to be given a number of
clear days before a meeting, neither the date notice 1s delivered, or treated as being delivered, nor the
date of the meeting 1s taken into account

133 12 Where the Articles refer to a show of hands, a shareholder may vote in person at a meeting
(including by electrontc means or any other method which the Board approves)
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EXPLANATION OF TERMS

The aim of this explanation of terms 1s to help readers understand Telefénica Europe’s Memorandum
and Articles It explains words used in the Memorandum and Articles - the words mught mean
different things 1n other documents This explanation of terms 1s not legally part of the Memorandum
or Articles and 1t does not affect their meaning The explanations are intended to be a general guide -
they are not precise Words which are printed 1n italics have their own heading in the explanation

The Secretary welcomes any suggestions for extra words to include, or improvements Shareholders
can write to the Secretary at Wellington Street, Slough SL1 1YP

Address Where used 1n relation to electronic communications 1t includes
any number or address used for the purpose of that
communication

Adjourn Where a meeting has a break, to be continued at a later time or
day, at the same or a different place

Allot When new shares are set aside for the person they are intended
for, they are aflotted This will normally be after the persen has
agreed to pay for new shares, or has become entitled to new
shares for any other reason As soon as a share 1s allotted, that
person gets the right to have their name put on the register of
shareholders When the person has been registered, the share
has also been rssued

Asset Anything which 15 of any value to 1ts owner

Attorney An attorney 1s a person who has been appointed to act for another
person The artorney 1s appointed by a formal document, called a
power of attorney

automatically entitled to a share In some situations, a person will be entitled to have shares which

by law are registered in somebody else’s name registered in therr own
name Or the person can require the shares to be transferred to
another person When a shareholder dies, or the sole survivor of
jont shareholders dies, theiwr personal representatives have this
right If a shareholder 15 made bankrupt, their frustee
bankruptcy has the nght

beneficial interest or beneficial The person to whom something really belongs has the beneficial

ownership mterest n 1t This persen may not be the registered {or legal)
owner of the thing For example, 1f a parent holds shares for their
child, the child 15 the beneficial owner, and the parent 1s the legal
owner See also frustees

Bond A promise to pay i1ssued by a borrower to a lender

Brokerage Commssion which 15 paid to a broker by a company 1ssuing
shares, where the broker’s clients have applied for shares

Caputalise To convert some or all of the reserves of a company 1nto capital
(such as shares)

caputal redemption reserve A reserve of funds which a company may have to set up to
maintain 1its capital base when shares are redeemed or bought
back
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company representative

Consolidate

Debenture

Declare

Divide

electronic communication

equity securities

ex-dividend

Executed

Exercise

extraordmnary resolution
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If a company owns shares, it can appoint a company
representative to attend a shareholders’ meeting to speak and
vote for 1t

When shares are consolbdated, they are combined with other
shares For example, every three £1 shares might be consolidated
nto one new £3 share

A typical debenture 15 a type of long-term borrowing by a
company The loan usually has to be repaid at a fixed date n the
future, and carnes a fixed rate of interest

Generally, when a dividend 15 declared, 1t becomes due to be
paid

When shares are divided they are split into shares which have a
smaller face value For example, a £1 share might be divided nto
two 30p shares

This 15 a tertm used in the Companies Act (and the Electronic
Communications Order 2000) It covers communication by
electronic mall, fax, telephone and CD-rom and 1s broad enough
to cover new methods of commumcation which may be
developed 1n the future

In section 89 of the Companies Act, this means all the shares of a
company except

. shares which only have a hmited nght to share n the
company’s income or assets, for example, most types of
preference shares,

. shares heid as a result of share schemes for employees
(such as profit sharing schemes),

. some shares held by the founders of the company, and
. bonus shares wssued when the company capitalises
reserves

Equuty securities can also include securiies which can be
converted 1nto those shares, or which allow their holder to
subscribe for those shares

Once a share has gone ex-dividend, a person who buys the share
in the market will not be entitled to the dividend which has been
declared shortly before it was bought The seller remains entitled
to this dividend, even though 1t will be paid after they have sold
their share

A document 1s executed when 1t 1s signed, or sealed or made valhd
In some other way

When a power 1s exercised, 1t 1S put to use

A decision reached by a majority of at least 75 per cent of votes
cast The Companies Act requires extraordinary resolutions to
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Jace value

holding company

Indemnity

in issue
Instrument

Issue

Liabihity

negotiable instrument

nominal value or par value

Operator

ordinary resolution

personal representative

poll
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be passed In certain situations

The face value of one Ordinary Share i1s 0 lp and of one
deferred share 1s £1 00 This value 1s shown on the share
certificate for a share, 1f there i1s one  When Telefénica Europe
1ssues new shares this can be for a price which 1s at a premium to
the face value When shares are bought and sold on the stock
market this can be different from the face value The face value 15
sometimes also called the nomnal value or par value

A company which controls another company (for example, by
owning a majority of its shares) 1s called the holding company of
that other company The other company 1s the subsidiary of the
holding company

If a person gives another person an indemnity, they promise to
make good any losses or damage which the other might suffer in
particular circumstances The person who gives the indemnity 1s
said to indemnify the other person

See 1ssue
A formal legal document

When a share has been 1ssued, everything has been done to make
the shareholder the owner of the share In particular, the
shareholder’s name has been put on the register of shareholders
Existing shares which have been 1ssued are in 1ssue

A debt or other financial obligation

A document such as a cheque, which can be freely transferred
from one person to another

See face value

CRESTCo Limited or any other operator of a relevant system
under the Regulations

A decision reached by a simple majority of votes - that 1s by more
than 50 per cent of the votes cast

A person who 1s entitled to deal with the property (the estate) of a
person who has died If the person who has died left a valid will,
the will appoints executors who are personal representatives If
the person died without a will, the courts will appont one or
more administrators to be the personal representatives

A poll vote 15 usually a card vote but could be an electronic vote,
for example, where people present at a meeting press a keypad
On a poll vote, the number of votes which a shareholder, proxy or
company representatrve has will depend on the number of shares
they own An Ordinary Shareholder has one vete for each share
they own A poll vote 1s different to a show af hands vote, where
each shareholder who 1s enttled to vote has just one vote,
however many shares they own
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power of attorney

Premium

Proxy

proxy form

Quorum

rank or ranking

recognmised clearing house

recognised investment exchange

redeem and redemption

relevanit securtties
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A formal document which legally appoints one or more people to
act on behalf of another person

If Telefénica Europe tssues a new share for more than their face
value (for example, because the market value 15 more than the
face value), the amount above the face value 15 the premium

A proxy 1s a person who 1s appointed by a shareholder to attend a
meeting and vote for that shareholder A proxy 15 appointed by
using a prexy form or in any other way the Board decide A
proxy does not have to be a shareholder A proxy can vote on a
poll and on a show of hands A proxy can speak at the meeting
under the Articles

A form which a shareholder uses to appoint a proxy to attend a
meeting and vote for them The Articles permut this form to be
sent by fax or electronic mail or a shareholder to appoint a proxy
by telephone The proxy form or appointment must be received by
Telefémea Europe at least 48 hours before the meeting to which
it relates

The mimmum number of shareholders or directors who must be
present before a meeting can begin When this number 15 reached,
the meeting 1s said to be quorate

When either capital or income 1s distributed to shareholders, 1t 13
paid out accerding to the rank (or ranking) of the shares For
example, a share which ranks before another share in sharing 1n
Telefénica Europe’s income 1s entitled to have its dividends paid
first, before any dividends are paid on shares which rank after it
If there 1s not enough income to pay dividends on all shares, the
avallable income must be used first to pay dividends on shares
which rark first, then on shares which rank next The same
applies for repayments of capital Capital must be paid first on
shares which rark first in sharing in Telefonica Europe’s capital,
then on shares which rank next

A clearing house which has been authorised to carry on business
by the UK authorities A clearing house 15 a central computer
system for settling transactions between members of the clearing
house

An investment exchange which has been officially recognised by
the UK authonities An mnvestment exchange 1s a place where
investments, such as shares, are traded The London Stock
Exchange 15 a recognised investment exchange

When a share 15 redeemed, 1t goes back to Telefémica Europe n
return for a sum of money (the redemption price) which was fixed
before the share was issued This process 1s called redemption and
the shares are then cancelled A share which can be redeemed 1s
called a redeemable share

Any shares of a company, except shares held as a result of share
schemes for employees (such as profit sharing schemes) and some
shares held by the founders of the company Also included are
any securittes which can be converted into shares, or which allow
their holders to subscribe for shares This 1s defined 1n more detail
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relevant system

Renuncration

Remainder

reserve fund or reserve

retire by rotation

Revoke

Reversion

rights issue

Securities

share prepuum account

show of hands

special notice
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in the Compames Act

This 15 a term used 1n the legislation for a computer-based system
which allows shares without share cernficates to be transferred
without using transfer forms The CREST system for paperiess
share dealing 1s a relevant system

Where a share has been allotied, but nobody has been entered on
the share register for the share, 1t can be renounced n favour of
another person This transfers the right to have the share
registered to another person This process 1s called renunciation

The interest 1n property that 1s left after another interest in the
property ends, such as full utle after a life estate (the right to use
the property until death) A remainder 1s different from a
reverston which gives utle back to the grantor of the property or
to the grantor’s descendants

A fund which has been set aside 1n a company’s accounts -
profits which are not paid out to shareholders as dividends, or
used up i some other way, are held m a reserve fund by the
company

At Annual Genera! Meetings members of the Board retire three
years after they were elected This gives the shareholders the
chance to confirm their appomtments by voting on whether to re-
elect them

To withdraw or cancel

The return to the grantor or thewr hews of property after all
1nterests in the property given to others have terminated

A way in which companies raise extra share capital Usually the
existing shareholders will be offered the chance to buy a certain
number of new shares, depending on how many they already
have For example, shareholders can be offered the chance to
buy one new share from the company for every four they already
have

Financial instruments such as shares, bonds, and debentures

If a new share 15 isswed by Telefémeca Europe for more than its
face value (because the market value 1s more than the face value)
then the amount above the face value 15 the premum, and the
total of these presuums 15 held 1n a reserve fund (which cannot be
used to pay drvidends) called the share premium account

A shareholder, proxy or company representative raises therr
hand to vote at a meeting Each shareholder, proxy or company
representatrve who 1s entitled to vote has just one vote, no matter
how many shares they hold or represent

If special notice of a resolution 1s required by the legislation, the
resolution 1s not valid unless Telefénica Europe has been told
about the intention to propose 1t at least 28 days before the
meeting at which 1t 1s proposed
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special resolution

special rights

subscribe for shares

subject to

Subsidiary

subsidiary undertaking

takeover offer

tenant In common

Trustee

Underwrite

unincorporated associations
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A decision reached by a majority of at least 75 per cent of votes
cast Shareholders must be given at least 21 clear days’ notice
of a proposal to consider a special resolution

These are the nghts of a particular class of shares, as distinct
from rights which apply to all shares generally Examples of
special rights are nights to income or assets and voting rights

To agree to take new shares in a company (usually for a cash
payment)

Means that something else has priority, or prevails, or must be
taken nto account When a statement 15 swlyect rfo another
statement, this means that the first statement must be read with
the other statement, which will prevail if there 15 a conflict

A company which 1s controlled by another company (for
example, because the other company owns a majority of its
shares) 15 called a subsidiary of that company This 15 defined n
more detail m the Companies Aect

This 15 also a term used in the Companies Act It 15 a wider
definition than subsidiary Generally speaking it 1s a company
which 15 controlled by another company because the other
company

e has a majority of the votes in the company, either alone or
acting with others,

+ 15 a shareholder who can appoint or remove a majority of
the directors, or

e can exercise dommnant nfluence over the company because
of anything in the company’s memorandum or Articles or
because of a certain kind of contract

An offer to acquire all the shares, or all the shares of any class, in
a company (except shares already held by the person making the
offer) This 1s defined in more detail in the Compamies Act

Where two or more people hold title to property in which each
has an ‘undivided interest” and an equal right to use the property,
even 1f the percentages of interests are not equal If one of the
tenants 1n common dies, the remammng tenant(s) do not
automaticaily become entitled to the property Each interest can
be separately sold, mortgaged or willed to another

A person who holds property of any kind for the benefit of one or
more other people under a kind of arrangement which the law
treats as a trust The pecple whose property 1s held by the rrustee
are called the beneficial owners

A person who agrees to buy new shares 1f they are not bought by
other people underwrites the share offer

.

Associations, partnerships, societies and other bodies which the
law does not treat as legal persons separate from their members
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warrant or dividend warrant

winding up
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Similar to a cheque for a dividend

The formal process to put an end o a company When a
company 15 wound up its assets are distibuted The assets go
first 1o creditors who have supphied property and services and
then to shareholders Shares which rank first in sharning 1n
Telefénica Europe’s assers will receive any funds which are left
over before any shares which rank after them
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