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The following is included in this report on Form 6-K:

Item

1. English Translation of the Annual Report of TV Azteca, S.A. de C.V. for the year ended December 31, 2004, in the format required to be
filed with the Mexican Stock Exchange and the Mexican Securities Commission (Comisién Nacional Bancaria y de Valores (CNBV))
pursuant to Mexican laws and regulations.
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This Annual Report is a convenience translation into English of the Annual Report of TV Azteca, S.A. de C.V. for the year ended
December 31, 2004, filed in Mexico in the format required to be filed with the Mexican Stock Exchange and the Mexican Securities
Commission (Comision Nacional Bancaria y de Valores (CNBV)) pursuant to Mexican laws and regulations.

TV Azteca, S.A. de C.V.

Periférico Sur 4121

Colonia Fuentes de Pedregal

14141 México, D.F.

Ticker Symbol BMV: TVAZTCA
Ticker Symbol NYSE: TZA!

Ticker Symbol LATIBEX: XTZA

Securities registered in the Mexican National Securities Registry

Characteristics Name of Exchanges where securities are registered

Series A Shares, (A Shares ) Mexican Securities Exchange / New York Stock Exchange* /
Latin American Securities Exchange ( LATIBEX )

Series D-A Shares ( D-A Shares ) Mexican Securities Exchange / New York Stock Exchange* /
Latin American Securities Exchange ( LATIBEX )

Series D-L  Shares ( D-L Shares ) Mexican Securities Exchange / New York Stock Exchange™* /
Latin American Securities Exchange ( LATIBEX )

Ordinary Participation Certificates ( CPOs ): each one represents an A Share, a Mexican Securities Exchange / New York Stock Exchange* /
D-A Share and a D-L Share. Latin American Securities Exchange ( LATIBEX )

American Depository Receipts: each one represents sixteen CPOs ( ADRs ). New York Stock Exchange

The securities listed above are registered in the Securities Section of the Mexican National Securities Registry and are subject to
quotation on the Mexican Securities Exchange

Registration in the Mexican National Securities Registry does not imply certification on the benefit of the security or the solvency of the
issuer.
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Annual Report is presented in accordance with the Mexican General Provisions applicable to Issuers of securities and to other market
participants, for the year ending December 31, 2004.

! (See The Company Recent Events Agreements Approved by Shareholders at the Extraordinary Shareholders Meeting held on June 1,

2005 Termination of ADR Program in USA )
* Not traded independently, but rather, through ADRs.
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I. GENERAL INFORMATION

a) Glossary of Terms and Definitions

TV Azteca, S.A. de C.V. ( TV Azteca ) refers to a corporation established in accordance with the laws of the United Mexican States ( Mexico )
and its consolidated subsidiaries (unless otherwise specified). References to the following terms will have the meanings established below:

Alternativas Cotsa Means Alternativas Cotsa S.A. de C.V., a corporation established in accordance with the laws of
Mexico.

American Tower or ATC Means American Tower Corporation.

Azteca Holdings Means Azteca Holdings, S.A. de C.V., a corporation established in accordance with the laws of
Mexico.

AIC Means Azteca International Corporation, a corporation established in accordance with the laws of the

State of Delaware of the United States of America.

Banco Azteca Means Banco Azteca, S.A., Full-service Bank.

Banco de México Means Banco Central de México.

Banco Inbursa Means Banco Inbursa, S.A., Full-service Bank, Inbursa Financial Group.

BMV Means Mexican Stock Exchange, S.A. de C.V.

CNBV Means the National Banking and Securities Commission.

Codisco Means Codisco Investments, LLC.

Cosmofrecuencias Means Cosmofrecuencias, S.A. de C.V., a corporation established in accordance with the laws of

Mexico, and its subsidiaries.

CPOs Means Ordinary Participation Certificates issued by Nacional Financiera, S.N.C., which represent one
Series A share, one Series D-A share and one Series D-L share, all Representative of TV Azteca
Capital stock.
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General Provisions

Elektra or Grupo Elektra

EMISNET

Spin-off

USA or United States

Mexican Government

Grupo de Desarrollo Inmobiliario

Salinas

Indeval

Tusacell

VAT

Means the Mexican General Provisions Applicable to Issuers of Securities and to other Securities
Market Participants, published in the Official Gazette of Mexico on March 9, 2003.

Means Grupo Elektra, S.A. de C.V., its subsidiaries and affiliates, dedicated to the same line of
business.

Means the electronic system of the BMV authorized by CNBV which, through a communications
network, facilitates the dispatch of information by issuers and other participants in the securities
market in accordance with the stipulations of the applicable Provisions and the Internal Regulations of
the BMV, as well as the receipt, dissemination and transmission of this information to the general
public, to the BMV and to the CNBV, when so required by the Internal Regulations of the BMV.

Means the spin-off of TV Azteca as Unefon Holdings approved by the shareholders at the
extraordinary shareholders meeting of TV Azteca held on December 19, 2003.

Means the United States of America.

Means any federal, state or municipal body of the executive, legislative or judicial branch, as
applicable.

Means Grupo de Desarrollo Inmobiliario Salinas, S.A.

de C.V., (formerly Grupo Cotsa, S.A. de C.V.), a corporation established in accordance with the laws
of Mexico, and its subsidiaries.

Means S.D. Indeval, S.A. de C.V., Securities Deposit Institution.

Means Grupo lusacell, S.A. de C.V., its subsidiaries and affiliates, dedicated to the same line of
business.

Means Value Added Tax.
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LGSM

LISR

LMV

MATC Digital

Mexico

Nortel or Nortel Networks
Nortel Networks de México
Operadora Unefon

Over the Counter

GAAP

Internal Regulations of the BMV
Annual Report

RNV

SCT

SEC

TV Azteca

Televisa

Todito

Means the Mexican General Law on Corporations.

Means the Income Tax Law.

Means the Securities Market Law .

Means MATC Digital, S. de R.L. de C.V.

Means the United Mexican States.

Means Nortel Networks, Ltd.

Means Nortel Networks de México, S.A. de C.V.

Operadora Unefon, S.A. de C.V., a corporation established in accordance with the laws of Mexico.

Consists of an informal market by means of which securities are directly exchanged among the holders
at a fair market price.

Means Generally Accepted Accounting Principles.

Means the Internal Regulations of the Mexican Stock Exchange

Means this annual report.

Means the Mexican National Securities Registry.

Means the Ministry of Communication and Transportation.

Means the Securities and Exchange Commission of the United States of America.
Means TV Azteca, S.A. de C.V.

Means Televisa, S.A. de C.V.

Means Todito.com, S.A. de C.V., a corporation established in accordance with the laws of Mexico.
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Unefon Holdings Means Unefon Holdings, S.A. de C.V., a corporation established in accordance with the laws of
Mexico and its subsidiaries (unless otherwise specified).

Unefon Means Unefon, S.A. de C.V.

Universidad CNCI Means Universidad CNCI, S.A. de C.V., a corporation established in accordance with the laws of
Mexico (formerly Dataflux, S.A. de C.V.).

US$ or USD$ Means dollars, the legal tender of the USA.

$ or Ps$ Means pesos, the legal tender of Mexico.

Unless otherwise indicated herein, all references to television ratings and audience share contained herein pertain to information obtained by
IBOPE AGB México. IBOPE AGB México is one of the twelve Latin American branches of the Brazilian Institute of Statistics and Public
Opinion (Instituto Brasileiro de Opinido Piiblica e Estatistica), which was established in 1942. Unless otherwise indicated, the survey
information provided in this Annual Report corresponds only to surveys from the 28 largest cities in Mexico, which cover approximately 47% of
the population of Mexico. The 28-City survey from IBOPE AGB Mexico included approximately 11 million homes with television as of
September 1, 2004, the most recent date of this survey.

References to audience share during a period contained in this document mean the number of televisions tuned in to a specific program as a
percentage of the number of homes with television that are watching television during that period. References to commercial audience share
during a period refer to the number of viewers classified by IBOPE AGB México as ABC, C and DA (based on total household income) who are
watching one of the four national television networks of Mexico (the Azteca 7 and 13 networks, operated by TV Azteca, and Channels 2 and 5,
operated by Televisa, S.A. de C.V. ( Televisa )). References to a rating during a period refer to the number of televisions tuned in to a specific
program as a percentage of the total number of all homes with television. References to average audience share in midweek primetime mean the
average daily audience share, from Monday to Friday, from 7:00 p.m. to 12:00 a.m.

References to US$, dollars, United States dollars and American dollars mean the legal tender of the United States. All references to  Ps.$
pesos mean the legal tender of Mexico.

10
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The term nominal refers to historical amounts that have not been expressed in constant figures, as in the case of amounts in Mexican pesos, or
that have not been adjusted to the current exchange rate, as in the case of amounts in United States dollars.

The term EBITDA means Income before Depreciation, Amortization, Interest and Taxes.

References to United States GAAP are the accounting principles generally accepted in the United States, and references to Mexican GAAP are
the accounting principles generally accepted in Mexico.

Statements of Future Events

This Annual Report contains historical statements and statements of future events. All statements that do not establish historical events are, or

can be considered to be, statements of future events. These statements of future events are not based on historical events, but rather, reflect the

current expectations of TV Azteca pertaining to future earnings and events. These statements of future events can generally be identified through

the use of statements that include words and phrases such as feel, expect, foresee, intend, plan, predict, itis possible or other similar w
phrases. Likewise, the statements that describe the objectives, plans and goals of TV Azteca are or may be statements of future events. These

statements of future events involve known and unknown risks, uncertainties and other factors that may cause the actual earnings, performance or
achievements of TV Azteca to be different from any future earnings, performance or achievements expressed or contained in these statements.

Readers are advised to carefully review all the information, including the financial statements and the notes to the financial statements that are

included or incorporated by reference in this Annual Report.

In addition to the risk factors described in the section titled Risk Factors, the following important factors may affect the future earnings, causing
these earnings to significantly differ from the earnings expressed in the statements of future events of TV Azteca:

(0] TV Azteca s ability to pay its debt;

(0] The result of pending legal controversies and proceedings that involve TV Azteca and its subsidiaries;
(0] Competitive factors that affect TV Azteca and its subsidiaries in Mexico and the United States;
(0] Cancellations of important advertising contracts of TV Azteca;
(0] Limitations of TV Azteca s access to sources of financing in competitive terms;
(0] War or armed hostilities that involve or directly or indirectly affect Mexico or the United States;
(0] Terrorist attacks against the United States or its allies in the United States or elsewhere;
7
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(0] Significant economic or political events in Mexico that have far-reaching effects in Mexico; and

(0] Changes in the Mexican regulatory environment.

These factors and the other risk factors described in this Annual Report are not necessarily all the significant factors that may cause the actual
earnings to significantly differ from those expressed in any of the future statements of TV Azteca. Other unknown or unpredictable factors may
also damage the future earnings of TV Azteca. The future statements included in this Annual Report are made only on the date of this Annual
Report and TV Azteca cannot guarantee that future earnings or events will be achieved. TV Azteca is exempt from any obligation to update or
revise any of these future statements, either as a result of new information, future events or otherwise.

TV Azteca keeps its books and records in pesos and prepares its consolidated financial statements in pesos, in accordance with the Mexican
GAAP issued up to May 31, 2004, by the Mexican Institute of Public Accountants ( IMCP ), and the GAAP issued on June 1, 2004, by the
Mexican Council for Research and Development of Financial Information Standards ( CINIF ). Bulletins B-10, Recognition of the Effects of
Inflation on Financial Information, and B-12, Statements of Changes in Financial Position, issued by the IMCP, establish, respectively, the
methodology for recognition of the effects of inflation and for the statement of changes in financial position to reflect the changes of the
historical balance sheet restated on the date of the current balance sheet. These Bulletins are mandatory for all Mexican companies that report in
accordance with Mexican GAAP. According to the Mexican GAAP, which differ in some important aspects from the United States GAAP, the
financial information for all the periods contained in the financial statements included in this Annual Report (the Consolidated Financial
Statements ), unless otherwise indicated, has been restated in constant pesos from December 31, 2004, using the National Consumer Price Index
(the NCPI ) as its base.

This Annual Report contains conversions of some amounts in pesos to United States dollars at exchange rates specified solely for the
convenience of the reader. These conversions should not be interpreted as statements that the amounts in pesos actually represent these amounts
in United States dollars or that can be converted to United States dollars at the indicated exchange rate. Unless otherwise indicated, the amounts
in United States dollars have been converted from pesos at an exchange rate of Ps.$11.2648 to US$1.00, the fixed exchange rate published the
day prior to December 31, 2004, as reported by Banco de México. On May 31, 2003, this exchange rate was Ps.$10.9030 to US$1.00.

The market information and other statistical information used throughout this Annual Report, as can be seen, is based on independent industry
publications, government publications, reports by market research firms or other published independent sources. Some information is also based
on the good-faith estimates of TV Azteca, which result from its review of internal surveys, as well as those from the independent sources listed
above. Although TV Azteca believes that these sources are reliable, it has not independently verified the information and cannot guarantee its
accuracy and adequacy.

12
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b) Executive Summary

Following is a summary of the information contained in this Annual Report. This summary does not include the information that must be taken
into account for making an investment decision regarding the securities issued by TV Azteca. It is recommended that investors carefully read all
of this Annual Report, including the section titled Risk Factors before deciding if they will invest in the securities issued by TV Azteca. All
the financial information is presented in constant pesos from December 31, 2004, unless otherwise indicated.

Our Company

TV Azteca is a corporation established in accordance with the laws of Mexico. The articles of incorporation of TV Azteca are dated June 2, 1993
and were registered in the Public Commercial Registry of the Federal District on July 13, 1993, under commercial record number 167,346. The
duration of TV Azteca is 99 years from the date of the articles of incorporation. The main offices of TV Azteca are located at Av. Periférico Sur
4121, Col. Fuentes del Pedregal, México, D.F., C.P. 14141. The telephone number of TV Azteca at that location is (5255) 1720-1313. The
internet address of TV Azteca is www.tvazteca.com.mx.

TV Azteca is one of the two leading producers of Spanish programming in the world and the second largest television network in Mexico based
on audience and market share.

The Mexican Television Industry

The Mexican television industry got its start at the beginning of the 1950s when the Mexican government granted licenses for the operation of

three very high frequency ( VHF ) television stations in Mexico City. Since then, the Mexican government has granted licenses for three ultra
high frequency ( UHF ) stations and four additional VHF stations in Mexico City, including Channels 7 and 13 of TV Azteca, and numerous other
licenses for the operation of stations in cities throughout Mexico.

TV Azteca s Mexican Television Networks

TV Azteca currently owns and operates two national television networks in Mexico, Azteca 7 and Azteca 13. These networks are comprised of
316 television broadcasting sites located throughout Mexico that broadcast programming at least 23.5 hours a day, seven days a week. 272
broadcasting sites are repeater stations that primarily rebroadcast programming and advertisements received from the main stations in Mexico
City. The other 44 stations of the network broadcast local programming and advertisements, in addition to the programming and advertisements
provided by the main stations.

Programming

TV Azteca is one of the leading producers of Spanish-language programming in the world. TV Azteca believes that its capability to provide a
diverse mixture of quality programming has been, and will continue to be, one of the main factors for maintaining and increasing its overall

13



Edgar Filing: TV AZTECA SA DE CV - Form 6-K

ratings and share of the Mexican television audience. TV Azteca focuses on producing and acquiring programming that attracts the different
target audiences of its Azteca 7 and 13 networks. TV Azteca also believes that the development of separate identities for its networks has helped
TV Azteca to capture an increasingly large share of the Mexican television audience, and it has offered its advertisers the opportunity to adapt
their advertisements to specific demographic groups.

To maintain the high quality of its programming, TV Azteca assembles focus groups and performs surveys to evaluate the potential popularity of
new programming ideas. TV Azteca also uses parts of its unsold advertising time to aggressively market both its internally-produced
programming as well as its purchased programming, to create and maintain the interest of viewers.

14
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TV AZTECA, S.A. DE C.V. AND SUBSIDIARIES

SELECTED FINANCIAL INFORMATION

Following is a summary of the principal headings from the financial statements:

Income Statement:

Net sales

Costs

Expenses

Total costs and expenses

Depreciation and amortization (2)
Operating income

Other expenses Net

Overall cost of financing net (3)
Income before the following provision
Provision for income taxes
Below-the-line entry (4)

Net income

Net (loss) profit of minority shareholders
Net profit of majority shareholders

Net income per share of majority shareholders

Weighted average of shares

Balance Sheet:

Property, machinery and equipment Net
Television concessions  Net

Total assets

Total debt (5)

Advances from advertisers (6)

Advances from advertisers received from
Unefon

Advances by Todito

Capital stock

Majority shareholders investment
Minority shareholders investment
Total shareholders investment

Other financial information:

Resources generated by (used in) activities:

Operation

Investment

Financing

Acquisition of property, machinery and
equipment - net

For the year ending December 31 of:

Millions of pesos with December 31, 2004 purchasing power, except per share values

Millions of
dollars (1)

2000 2001 2002 2003 2004 2004

Ps. 6,548 Ps. 6,696 Ps. 7,317 Ps. 7,659 Ps. 8,320 US$ 739

2,931 2,701 2,746 3,002 3,473 308
1,028 1,046 1,066 1,105 1,182 105
3,959 3,748 3,812 4,108 4,655 413
686 661 421 389 402 36
1,903 2,288 3,084 3,163 3,263 290
411) (267) (651) (438) (698) (62)
(728) (362) (1,207) (880) (822) (73)
764 1,659 1,225 1,844 1,743 155
22 (12) (149) (185) (199) (18)
(367)
419 1,647 1,076 1,659 1,544 137
(7 2 1
425 1,649 1,077 1,658 1,544 137
0.047 0.183 0.119 0.178 0.169 0.015
8,967 9,025 9,057 9,125 9,006

Ps. 2,928 Ps. 2,520 Ps. 2,440 Ps. 2,298 Ps. 2,145 US$ 190

4,227 4,094 4,092 4,051 4,159 369
22,469 23,509 23,688 22,404 18,790 1,668
7,178 6,769 6,735 7,907 6,216 552
4,875 5,074 4,863 5,158 5,041 447
2,530 2,470 2,370 2,183 2,012 179
997 782 552 336 58 5
2,974 2,994 2,997 1,426 1,030 91
4,790 6,310 7,200 4,838 3,931 349
14 9 10
4,805 6,319 7,210 4,838 3,931 349
2,140 1,780 975 1,596 2,093 186
(1,437) (1,128) (761) 2,077 (262) (23)
(594) (236) (496) (2,587) (3,689) (327)
221 193 263 181 184 16

15
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The amounts in United States dollars represent the amounts in pesos expressed at December 31, 2004, purchasing power, converted at an
exchange rate of Ps.$11.2648 per United States dollar, the fixed exchange rate published the day before December 31, 2004, reported by
Banco de México.

Effective January 1, 2002, TV Azteca changed the annual depreciation rate applied to its broadcasting towers from 16% to 5%, based on
the remaining useful life of these assets. This resulted in a decrease in the depreciation expense of Ps.$46 million (US$4.1 million) for the
financial year ending December 31, 2002. Also on January 1, 2002, TV Azteca adopted Bulletin C-8, Intangible Assets, issued by the
IMCP. As aresult of the adoption of Bulletin C-8, TV Azteca determined that its television concessions qualified as intangible assets of
indefinite useful life. Therefore, TV Azteca no longer amortizes its television concessions.

10
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(3)  Changes in the overall cost of financing reflect fluctuations in the peso-United States dollar exchange rate. The overall costs of financing
decreased in the years in which the peso appreciated against the United States dollar and increased in the years in which the peso
depreciated against the United States dollar, because the monetary liabilities of TV Azteca denominated in United States dollars exceed
the monetary assets of TV Azteca denominated in United States dollars.

(4)  Below-the-line entries in 2000 include the effect of the National Broadcasting Company ( NBC ) Transaction Agreement, net income tax.
In accordance with a change in the Mexican GAAP for the period after December 31, 1999, TV Azteca is not required to report as a
below-the-line-entry the profit from income tax from the use of tax losses from previous years. Effective January 1, 2000, TV Azteca
adopted the guidelines from the new D-4 Bulletin, Accounting Treatment of Income Tax, Business Assets Tax and Employee Profit
Sharing, issued by the IMCP. According to this Bulletin, the amortization of tax losses from previous years is not considered as a
below-the-line entry, but rather as a component of the reserve for income tax and an expense or profit from the deferred income tax.
During the financial years ending December 31, 2002, 2003 and 2004, the profit from the amortization of tax losses amounted to Ps.$393
million, Ps.$1.507 billion and Ps. 179 million (US$ 15.9 million), respectively.

(5)  Represents the total liabilities of TV Azteca, excluding the following entries: interest payable, broadcasting rights payable, accounts
payable and accumulated expenses, accounts payable to related parties, advertising advances, advertising advances from Unefon and
advertising, programming and service advances from Todito.

(6)  Advertising advances are considered long-term liabilities.

Exchange Rates

During the last quarter of 1997 and most of 1998, the exchange markets were volatile as a result of the financial crises in Asia and Russia and
financial turbulence in countries such as Brazil and Venezuela. The peso depreciated during this period but was relatively stable in 1999 and
2000. During 2001 the peso grew stronger, but it began to deteriorate in the second quarter of 2002 until the second quarter of 2003. Since May
of 2003, Banco de México has applied bidding up, to provide greater liquidity to the supply of American dollars in the Mexican market. Bidding
up has allowed Banco de México to reduce the high capital flows received, arising from the high oil prices that generated an excess in
international reserves. During 2003, the peso was devalued by approximately 8%. On December 31, 2004, the peso had depreciated less than
1%.

During the first quarter of 2004, the peso grew stronger due to the historically low levels reached in the country risk rate and the expectation that
the economy may continue to expand, along with certain extraordinary flows arising from the purchases of BBVA Bancomer and Apasco by
foreign companies. However, during the second quarter of this year, the peso lost ground against the American dollar, affected by the volatility
of the financial markets as well as by devaluations of some Latin American currencies. The principal explanation for the depreciation observed
was speculation in the exchange market in expectation of higher interest rates in the USA, in addition to the fear of less growth in the global
economy generated by high oil prices.

The peso reached its lowest historic level of Ps$11.63 to US$1.00 in May of 2004, and it has recovered gradually because the fears of increases
in interest rates in the United States did not materialize. The factors that helped to maintain the peso at Ps$11.15 to US$1.00 at the close of the
year, and at Ps$10.80 to US$1.00 for a time, were the continuous purchase of pesos by foreign investors, thanks to the interest rate differentials,
by a strict monetary policy established by Banco de México to control inflation, by a record level of remittances sent during the second half of
2004, and by high oil prices.

11
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During the first months of 2005, the peso gained strength due to historically low levels in country risk and the expectation that the economy
would continue to present solid foundations and experience a period of expansion. However, for the rest of 2005, volatility in the value of the
peso vis-a-vis the American dollar is expected due to the start of the presidential campaigns at the end of the year. This may be partially offset
by an increase in interest rates resulting from a stricter monetary policy.

It cannot be guaranteed that the Mexican government will maintain its current policies with regard to the peso, or that the peso will not
depreciate or will significantly appreciate in the future.

The following table establishes, for the indicated periods, the high, low, average and period-ending interbank free market exchange rates. The
exchange rates have not been restated in constant currency units.

Exchange Rate

Peso/United States Dollar

End of
Average

Financial year Ending December 31 of High Low 1) Period
1999 10.630 9.275 9.560 9.500
2000 10.078 9.181 9.445 9.650
2001 9.979 8.966 9.321 9.160
2002 10.395 9.050  9.757 10.395
2003 11.390 10.120 10.835 11.232
2004 11.689 10.808 11.301 11.151

2005 (up to May 31, 2005) 11.417 10.870 11.123 10.870

(1) Represents the average exchange rates for each period indicated, based on the average of the interbank free market exchange rates on the
last day of each month during the period, as reported by Banco de México.

¢) Risk Factors

Certain risks associated with TV Azteca and investments in TV Azteca securities are established below. The risks and uncertainty described
below are not the only risks met by TV Azteca and represent some of the risks that the administration of TV Azteca believes to be relevant.
Some of the risks of investing in TV Azteca securities are general risks associated with executing transactions in Mexico, whereas other risks are
specific to the operations of TV Azteca. The discussion presented further on herein with regard to the general risks associated with the execution
of transactions in Mexico contains information about the Mexican government and the Mexican economy obtained from official publications of
the Mexican government. TV Azteca has not independently verified this information. Any of the following risks, if they occur, may significantly
and adversely affect the operations, financial position or operating profits of TV Azteca. If this should occur, the transaction price of TV Azteca
securities may decrease and you may lose all or part of your investment.
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Risks Related to the Operations of TV Azteca

TV Azteca is leveraged and the liabilities for leveraging it and paying its debt may adversely affect its operations.

On December 23, 2004, TV Azteca prepaid all of its US$300 million 10 /2% Series B Guaranteed Senior Notes due February 15, 2007 (the

16/2% Notes ). The source funds for the prepayment include proceeds from an issuance in Mexico of Structured Securities Certificates, as well
as the debt contracted with Banco Inbursa (See Financial Information ~ Comments and Analysis by the Administration on the Operating profits
and Financial Position of the Issuer  Financial Position, Liquidity and Capital Resources ). TV Azteca is a leveraged company, which means
that it has a large amount of debt compared to its capital. TV Azteca may not generate sufficient cash to pay the principal, interest and other
amounts owed under its new indebtedness, and there is no guarantee that market conditions will permit TV Azteca to refinance its new existing
indebtedness at maturity. The leveraging of TV Azteca may have negative consequences, including:

requiring the use of a substantial part of its cash flow to pay its debt, reducing the cash flow available for other purposes, including capital
investments, marketing efforts, plans for future growth and distributions payable to its shareholders;

limiting its ability to obtain additional financing or to refinance its existing debt;

placing TV Azteca at a possible disadvantage vis-a-vis less-leveraged competitors and competitors with greater access to capital resources;

increasing its vulnerability to less vitality in its operations or the Mexican economy in general; and

limiting its ability to continue with its policy of cash distributions to its shareholders.

Possible Conflicts of Interest.

Approximately 59.95% of the capital stock of TV Azteca is owned directly or indirectly by Ricardo B. Salinas Pliego and his family.
Consequently, Mr. Salinas Pliego has the authority to elect the majority of the members of the board of directors of TV Azteca and to determine
the result of actions that require the approval of the shareholders.

TV Azteca has carried out and will continue to carry out transactions with Grupo Elektra, Banco Azteca, Unefon, Iusacell, Todito, and other
entities controlled by or in which Ricardo B. Salinas Pliego and the other controlling stockholders of TV Azteca have an interest. Although TV
Azteca does business with related parties on the basis of free competition, it cannot be guaranteed that these transactions will not be affected by
conflicts of interest between these parties and TV Azteca.
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At the Extraordinary Shareholders Meeting held on November 24, 2004, it was agreed to ratify the general powers that were granted to Ricardo
B. Salinas Pliego at the Ordinary Shareholders Meeting held on July 28, 1993, with the understanding that for the execution of material
transactions with related parties, Ricardo B. Salinas Pliego will consult the Board of Directors of TV Azteca (See The Company Description of
Business  Judicial, Administrative or Arbitration Proceedings ).

Television broadcasting in Mexico is highly competitive.

Television broadcasting in Mexico is highly competitive and the popularity of television programs, an important factor in advertising sales, is
easily susceptible to changes. TV Azteca faces the competition of other television broadcasting companies. Televisa, the principal competitor of
TV Azteca, generated the majority of the Mexican television advertising sales in each of the last four years (See The Company Description of
Business  Principal Activity, Distribution Channels, Principal Assets and Market Information ). Televisa, which faced little competition in the
open television market before TV Azteca s acquisition of Channels 7 and 13 from the Mexican government in 1993, has more experience in the
television industry and greater resources compared to TV Azteca. Televisa is one of the leading producers of Spanish-language television
programming in the world and has more than 20 years of experience in producing soap operas. Televisa also has significant holdings in other
media, including radio, music recording and internet, allowing Televisa to offer its customers attractive rates for packages that combine
advertising in different media.

TV Azteca cannot guarantee that it will maintain or will improve its share in the Mexican television advertising market in the future, nor can it
guarantee that its costs for obtaining programming and contracting production and creative personnel, or the prices at which TV Azteca sells
advertising time, will not be adversely affected by the competition. In addition to competing with conventional open television stations,

including some stations managed by the government, as well as those owned by or affiliated with Televisa, TV Azteca also competes for

Mexican viewers with pay television providers. The cable, Multi-channel Multipoint Distribution System ( MMDS ) television distribution
systems and direct-to-home ( DTH ) services represent a potential source of competition for advertising sales, audiences and program rights for
TV Azteca. According to data from the Federal Telecommunications Commission ( COFETEL ) and the National Geographic and Computer
Statistics Institute ( INEGI ), it is estimated that penetration of pay television as of December 31, 2004, was approximately 21% of all homes with
television in Mexico.

In November of 1996, the United States and Mexico signed an agreement for transborder satellite television broadcasts. Under the agreement,
the Mexican government allows United States satellite broadcasting companies to provide DTH satellite services to Mexican homes. TV Azteca
cannot guarantee that the pay television services will not obtain a more significant share of Mexican viewers and of the television advertising
market in the future.

In addition, TV Azteca competes for advertising income with other media, i.e., radio, entertainment guides, newspapers, magazines and internet.
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The seasonal nature of TV Azteca s operations affects TV Azteca s income, and low income in a fourth quarter may have an impact on TV
Azteca s operating profits.

TV Azteca s operations reflect the seasonal nature of advertising spending, which is common in the television industry. TV Azteca s income from
advertising sales, which is recognized when the advertising airs, is generally higher in the fourth quarter due to the high level of advertising

during the Christmas season (See Financial Information ~Comments and Analysis by the Administration on the Operating profits and Financial
Position of the Issuer ). Therefore, the operating profits of TV Azteca depend significantly on the income recognized in the fourth quarter, for
which reason a low level of advertising income in the fourth quarter may affect the operating profits of TV Azteca for the year.

The income and profitability of TV Azteca are affected by important broadcasting events.

In the past, TV Azteca has generated significant advertising income from broadcasting infrequent, relevant, events of a recurrent nature (See

Financial Information ~Comments and Analysis by the Administration on the Operating profits and Financial Position of the Issuer ). TV
Azteca s broadcast of the Olympic Games, the World Soccer Championship, the UEFA Champions League, the Mexican soccer team (world
championship qualifying matches), the CART Series Championships, as well as the political campaign and elections and La Academia,
significantly increased net income during the periods in which they were broadcast. The absence or cancellation of important broadcasting
events in some years may negatively affect the financial position and the operating profits of TV Azteca. Similarly, the financial earnings of TV
Azteca may be negatively affected in years in which an important broadcasting event is held that may generate a large television audience in
Mexico and TV Azteca does not have the broadcasting rights for this event.

If TV Azteca loses one or more of its key advertisers, it may lose a significant amount of its income.

In 2004, the most important advertisers of TV Azteca were: Ponds de México, Procter & Gamble, Teléfonos de México, Cerveceria Modelo,
Cervecerfa Cuauhtémoc Moctezuma, The Coca-Cola Export Corp., General Motors de México, Bimbo, CPIF Venture Inc., Pegaso Pcs, Bayer de
México, Cosbel, Nestlé México, Grupo Galaxy Mexicana, Nissan Mexicana, Frontier Trading Inc., Productora de Cosméticos, Kimberly Clark
de México, Bestfoods, Volkswagen de México, Smithkline Beecham México, Kellogg de México, Danone de México, Grupo Warner Lambert,
of which the five most important in conjunction with their subsidiaries represented 14% of TV Azteca s netincome. The termination of TV
Azteca s relationship with any of its principal advertisers may negatively affect its operating profits.

TV Azteca s costs for producing and acquiring programming may increase.

The most significant variable operating costs of TV Azteca are related to its internally-produced programming and its acquired programming

(See The Company Description of Business  Principal Activity, Distribution Channels, Principal Assets and Market Information ). The cost of
internally-produced programming varies considerably depending on the type of programming and, in general, it is more expensive than

purchased programming. In addition, the production of soap operas is more expensive compared to the production of other types of programs.

If TV Azteca does not effectively manage the costs of its internally-produced programming or of acquiring broadcasting rights for purchased
programming, it is possible that its programming costs will increase at a higher rate than advertising income. If programming costs increase
substantially, the operating profits of TV Azteca may be negatively affected.
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From time to time, litigation matters involving TV Azteca have resulted, and may result in the future, in the expenditure of significant financial
resources and and management attention to the resolution of such controversies.

TV Azteca is currently involved in certain disputes and legal proceedings (See The Company Description of Business Judicial, Administrative
or Arbitration Proceedings ). As TV Azteca vigorously defends itself in these disputes, it incurs significant legal expenses. In addition, these
matters may from time to time divert the attention of TV Azteca s management and staff from their customary responsibilities. Moreover, an
adverse resolution of an existing legal proceeding involving TV Azteca could have a material adverse effect on TV Azteca s operating results and
financial condition.

Dependence on Key Officers

TV Azteca does not have its own employees. All personnel related to the administration and operation of the Concessions are provided by
subsidiaries of TV Azteca. The development of TV Azteca depends in large part on the efforts and abilities of the key officers and employees of
the subsidiaries of TV Azteca. Loss of the services provided by any of these officers may have a significant adverse effect on the operations of
TV Azteca.

Likewise, the future success of TV Azteca also depends on TV Azteca s continued ability to identify, train and retain qualified marketing and
managerial personnel. The competition to obtain qualified personnel is intense and it may be that TV Azteca is not able to attract, integrate or
retain this personnel.

TV Azteca may experience liquidity difficulties.

TV Azteca may experience liquidity difficulties as a result of a devaluation of the peso or other future economic crises. In addition, any
significant decrease in TV Azteca s advertising income or significant increase in its operating costs may cause TV Azteca to experience future
liquidity difficulties. The same would occur with any significant increase in the cost in pesos of the debt service of TV Azteca denominated in
United States dollars.

Possible consequences of the termination of the American Depository Receipts (ADR) program.

The termination of the ADR program approved by the shareholders of TV Azteca on June 1, 2005, may limit access to public debt markets in the
USA and may result in a decrease in the price of TV Azteca securities (See The Company Recent Events Agreements Approved by
Shareholders at the Extraordinary Shareholders Meeting held on June 1, 2005 Termination of ADR Program in USA ).

The operations of TV Azteca are regulated by the Mexican government, and its operations would be impaired if its broadcasting concessions
were not renewed or were revoked.
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To broadcast commercial television in Mexico, a broadcaster must have a license from the SCT. The SCT grants concessions that include one or
more broadcasting licenses. These concessions may be revoked under very limited circumstances (See The Company Description of Business
Principal Activity, Distribution Channels, Principal Assets and Market
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Information ). TV Azteca does not anticipate that any of its concessions will be revoked. The concessions of TV Azteca must be renewed when
they expire. However, if the SCT does not renew one or more of the concessions of TV Azteca, TV Azteca will not be able to operate. All of its
concessions expire on December 31, 2021, because they were renewed by the Mexican Government in accordance with the Agreement
published in the Official Gazette of Mexico on July 2, 2004, via which technological standard A/53 of ATSC was adopted for transition to Land
Digital Television, which shall be concluded on December 31, 2021.

For this transition, the SCT will grant each concessionaire an additional channel to broadcast digital transmissions simultaneously with analog
transmissions, and at the end of the implementation, the concessionaries will return one channel to the Mexican Government. TV Azteca will
have the right to 179 additional channels to broadcast the digital transmissions in question, which it will request from the SCT triennially until
the conclusion of the installation of the principal and complementary stations, at the latest, on December 31, 2021.

TV Azteca feels, partly based on the government s renewal of its concessions in 2004, that the government in general will continue to renew its
television concessions when they expire provided that TV Azteca has operated them in compliance with the terms and conditions of the
concessions and in accordance with governing law (See The Company Description of Business  Principal Activity, Distribution Channels,
Principal Assets and Market Information ). However, TV Azteca cannot guarantee that this will occur in the future or that current Mexican law
will not change. If TV Azteca cannot renew its concessions prior to their expiration, its operations would be very seriously impaired.

The payment and the amount of cash distributions to shareholders are subject to the loan agreement restrictions and to the determination of the
majority shareholder of TV Azteca.

There are certain loan agreements executed by TV Azteca that have some conditions and restrictions that limit TV Azteca s ability to pay
dividends and other cash distributions to its shareholders.

Likewise, the payment and amount of cash distributions are subject to the recommendation of the Board of Directors of TV Azteca and to the
approval of the holders of Series A Shares. Ricardo B. Salinas Pliego directly and indirectly controls, through Azteca Holdings, the majority of
the Series A Shares. While he continues to control the majority of these shares, he will have the authority to determine whether cash
distributions will be paid to the company s shareholders and the amount of any such distribution.

The significant ownership of shares by the majority shareholder may have an adverse effect on the future market price of the CPOs.

Ricardo B. Salinas Pliego and his family control approximately 59.95% of the capital stock of TV Azteca. Decisions made by Mr. Salinas Pliego
with regard to the sale of the CPOs that he owns, or the perception that these decisions may be made, may adversely affect the price of TV
Azteca securities that are quoted on the Securities Exchanges. In addition, the payment of the debt of Azteca Holdings that is secured by CPOs
may involve the sale of CPOs provided as security (See Administration Transactions with Related Parties and Conflict of Interest ).

17

25



Edgar Filing: TV AZTECA SA DE CV - Form 6-K

Holders of ADRs and CPOs may experience a weakening as a result of the exercise of stock options with exercise prices substantially below the
market price of the ADRs and CPOs.

On May 31, 2005, TV Azteca had outstanding stock options relating to approximately 126.42 million CPOs at exercise prices that varied
between approximately US$1.14 to US$0.13 per CPO. There are currently no new CPOs reserved for issue under stock options. In addition to
the options currently outstanding, in the past TV Azteca has issued options substantially below the prevailing market price of its CPOs at that
time, and TV Azteca may do so in the future (See Administration Administrators and Shareholders ).

Risks Related to the Azteca Holdings Notes

Azteca Holdings may not have sufficient funds to make the payments of principal, interest and amortization on its debt.

Azteca Holdings, the majority shareholder of TV Azteca, will need to obtain sufficient funds to make the following payments: (i) payment of
interest, amortization and principal on the Azteca Holdings 10 3/4% Senior Secured Amortizing Notes due 2008 (the Azteca Holdings 184 %
Notes ); (ii) payments of interest and principal on the Azteca Holdings 1%/4% Senior Amortizing Notes due 2008 (the Azteca Holdings 124 %
Notes ) in conjunction with the Azteca Holdings 16/4% Notes, the Azteca Holdings Notes ); (iii) payments of interest and principal on the
2005-1 and 2005-2 Secured Euronotes (the Euronotes in conjunction with the Azteca Holdings Notes, the Promissory Notes of Azteca
Holdings ); and (iv) the payments of interest and principal on the amortizable fiduciary certificates with maturity in 2009 (the Fiduciary
Certificates of Azteca Holdings ).

If Azteca Holdings is not successful in obtaining the necessary funds, the failure of Azteca Holdings to make all or any of these payments would
result in nonperformance under each of the bond indentures and/or agreements that govern the Notes, the Euronotes and the Fiduciary
Certificates of Azteca Holdings.

The following table establishes the total amount currently owed by Azteca Holdings under its Notes, including principal and interest, in the next
four years:

Amortization Table of the Azteca Holdings Notes in Millions of United States Dollars

Interest June December June December June December June
Rate 2005 2005 2006 2006 2007 2007 2008

Principal
AH 08 103/4 2.3 2.3 2.3 2.3
AH 08 12174 24.1 24.1 24.1 24.1
Interest
Rate
Interest
AH 08 103/4 0.5 0.4 0.4 0.3 0.3 0.1 0.1
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124 59 44 44

32.8 48 312

32 29.6

1.6 28.0
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The following table establishes the total amount currently owed by Azteca Holdings under the Euronotes, including principal and interest, which
will be paid in 2006:

Payment Table for Euronotes of Azteca Holdings

in Millions of United States Dollars

2005-1 2005-2
Euronote
Discount rate 9.50% 9.50%
Payment date 15-June-06 15-December-06
Principal 5.00 7.80
Interest 0.49 1.15
Total 5.49 8.95

The following table establishes the total amount currently owed by Azteca Holdings under the Fiduciary Certificates and its principal payments
in coming years:

Amortization Table for Fiduciary Certificates of Azteca Holdings in

Millions of Pesos

December June December June December
June

2007 2007 2008 2008 2009 2009 Total

Principal 88.3 88.3 883 88.3 883 88.3 530.0

Mexibor interest rate + 200 pbs

TV Azteca may not be able to finance a change of control offer.

A change of control may constitute nonperformance under the existing or future debts of TV Azteca or the existing or future debts of the
subsidiaries of TV Azteca, which may result in these debts reaching maturity and their payments falling due and payable. The source of funds

for any payment will be the cash available from TV Azteca or the cash generated from other sources. However, TV Azteca cannot guarantee that
it will have sufficient funds to pay any indebtedness reaching maturity.

Risks Related to Azteca America
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The limited history of operations of Azteca America as an American Spanish-language television network makes it difficult to evaluate its
operations and financial position.

The operations of TV Azteca in the United States began recently and, to date, have not generated significant income. The growth of Azteca
America, a new Spanish-language television broadcasting network in the United States, operated by AIC, depends on the attractiveness of the
programming and the content of TV Azteca for American television audiences, and the ability of AIC to establish relationships with

broadcasting stations or cable networks in the American markets that have a significant Spanish-speaking population. AIC s ability to establish
these relationships will be affected by different factors, including the desire of potential affiliates to broadcast the programming of TV Azteca

and the programming of Azteca America, the availability of cable system channels to include the programming of TV Azteca and the
programming of Azteca America, the ability of the affiliates of AIC to finance its operations and capital costs and the desire of AIC s competitors
to offer their programming under terms with which AIC cannot compete.

The television broadcasting industry in the United States is subject to restrictive governmental regulations, which may adversely affect the
operations of AIC. Among other things, these regulations limit the percentage of shareholding in a United States broadcasting station to 25%
when this station may be owned by a company controlled by foreigners, such as AIC.
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In addition, Azteca America faces extensive competition in the Spanish-language television broadcasting market in the United States by
Univisién Communications, Inc. ( Univision ), which also controls the Telefutura chain and Telemundo Group, Inc. ( Telemundo ), which is
owned by NBC. Each of these competitors has a large network of affiliates and greater financial resources than AIC, and, jointly, they currently
have the majority of the United States audience share for Spanish-language television.

AIC is subject to risks related to its joint ventures with affiliate stations.

The future growth strategy of AIC focuses on executing affiliation agreements with existing open television broadcasting stations that can
complement or expand its operations. The negotiation of affiliation agreements with additional stations, as well as the integration of new stations
into Azteca America, may require the stations to incur significant costs and may result in the diversion of the time and resources of the
administration. The failure to obtain the anticipated benefits from any station affiliation or to successfully integrate the operations of new
affiliate stations may also adversely affect the operations and the operating profits of AIC.

If AIC cannot renew its station affiliation agreements upon termination or execute new station affiliation agreements, the income from the
markets in which these stations provide their services may significantly decrease.

The different station affiliation agreements that AIC has executed expire or may expire after a defined period. If AIC cannot negotiate new terms
to continue the affiliation with a station operator or to find a comparable affiliate in the designated market area in which that station provides its
services, the income generated by Azteca America in that market may significantly decrease.

AIC s inability to sell advertising time on its network will adversely affect its income and its operations.

AIC s operations depend on its ability and the ability of its affiliate stations to sell advertising time. AIC s ability to sell advertising time will
largely depend on audience ratings and on the general level of television advertising demand in the USA. A decrease in the economic activity in
the United States may reduce the general demand for advertising and, therefore, have an adverse effect on AIC s ability to generate advertising
income. A decrease in audience ratings (as a result of competition, lack of popular programming or changes in viewers preferences) would also
have an adverse effect on AIC s income, because its advertising income depends on audience ratings. In addition, significant audience ratings for
a new television network can take more time to develop because there are multiple options to watch, both in the English language as well as in
the Spanish language, with which Spanish-speaking individuals in the United States are familiar. Furthermore, even if the television network has
achieved significant audience levels, it can take a long time for these levels to be reflected in its ratings when these are measured based on
spontaneous-response surveys. Additionally, because AIC focuses on the Spanish-speaking audience, its audience level will depend on:

the desire of Spanish-speaking individuals in the United States to watch Spanish-language programming; and

the growth of the Spanish-speaking audience due to the constant migration and use of the Spanish language among Spanish-speaking
individuals in the United States.

If any of these factors changes, Azteca America may lose part of its target audience, resulting in decreased ratings and a loss of advertising
income.
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AIC s ability to sell advertising time will also depend on the level of television advertising demand. Historically, the advertising industry has
been particularly sensitive to the general conditions of the economy. As a result, AIC believes that spending for advertising tends to decrease
disproportionately during a recession or deceleration of economic activity compared to other types of commercial spending. Therefore, a
recession or reduction in the growth rate of the United States economy may adversely and significantly affect the advertising income and the
operating profits of Azteca America and, consequently, of AIC.

Because the Spanish-speaking population of the United States is highly concentrated geographically, a regional drop in economic conditions or
another negative event in specific markets may have a significant adverse effect on the operations of Azteca America.

Approximately 36% of all Spanish-speaking individuals in the United States lives in the markets of Los Angeles, New York, Chicago and
Miami-Fort Lauderdale, and the 10 principal Hispanic markets in the United States jointly include approximately 55% of the Spanish-speaking
population in the United States over the age of 2. As a result, a significant drop in income from the operations of the stations in these television
markets, either due to a regional economic decline, increased competition or something else, may have a significant adverse effect on the
financial performance of Azteca America.

Risks Relating to the Execution of Transactions in Mexico

If the peso is devalued in the future vis-a-vis the United States dollar, it will be more difficult for TV Azteca to pay its debt.

When the value of the peso depreciates vis-a-vis the United States dollar, interest costs increase for the TV Azteca indebtedness denominated in
dollars, and the cost of the other TV Azteca expenses denominated in dollars also increases. A significant part of the operating costs and
expenses of TV Azteca is denominated in dollars. These costs include the payments that TV Azteca makes for broadcasting rights for purchased
programming, for the lease of satellite transponders and for equipment purchases. On December 31, 2004, approximately 35% of TV Azteca s
debt was denominated in United States dollars. Because virtually all of TV Azteca s income is denominated in pesos, the increased costs are not
compensated by any increase relating to foreign currency in the income.

The value of the peso has been subject to significant fluctuations vis-a-vis the United States dollar in the past and may be subject to significant
fluctuations in the future. For example, in 1994, the value of the peso decreased by 60.8% against the United States dollar. Between January 1,
1995 and December 31, 1996, the Mexican peso depreciated an additional 57.6% against the United States dollar. The significant devaluation of
the peso had an effect on the financial performance of TV Azteca. Between December 31, 2002 and December 31, 2003, the Mexican peso
depreciated 8.05% against the United States dollar. Between December 31, 2003 and December 31, 2004, the Mexican peso depreciated 1%, and
between December 31, 2004 and May 31, 2005, the peso was adjusted by an additional 2.5% against the United States dollar. TV Azteca cannot
guarantee that the value of the peso will not depreciate vis-a-vis the United States dollar in the future. Any future devaluation of the peso may
adversely affect the assets, liquidity and operating profits of TV Azteca.
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The financial performance of TV Azteca depends on the Mexican economy.

Decreases in the growth of the Mexican economy, high inflation rates and high interest rates in Mexico generally have an adverse effect on the
operations of TV Azteca. The slower the growth of the Mexican economy, the slower the growth of advertising spending. If inflation in Mexico
returns to high levels and the economic growth decelerates, the operating profits of TV Azteca, its financial position and the market price of its
securities will be affected. Furthermore, high interest rates and economic instability may increase the cost of capitals of TV Azteca or make it
difficult for TV Azteca to refinance its existing indebtedness.

Fluctuations in the United States economy or the global economy, in general, may adversely affect the Mexican economy and the operations of
TV Azteca.

The Mexican economy is vulnerable to market depressions and to the economic decelerations in the United States and any part of the world. The
recent deceleration in the growth of the United States economy, exacerbated by the terrorist attacks of September 11%, has had a negative effect
on Mexican transactions and has limited access to capital for many Mexican companies. Additionally, TV Azteca cannot predict the implications
that conflicts subsequent to the war against Iraq would have on the level of confidence of the Mexican consumer, and, consequently, on the
general level of advertising spending in Mexico. Furthermore, as occurred in the past, financial problems or an increase in the perceived risks
related to investment in emerging economies may limit foreign investment in Mexico and adversely affect the Mexican economy. For example,
in October of 1997, the prices of Mexican debt securities and capital securities decreased substantially after a serious decline in the Asian
securities markets, and in the second half of 1998, the prices of Mexican securities were negatively affected by the economic crises in Russia
and Brazil. The recent economic crises in Argentina and Venezuela have caused instability in the Latin American financial markets and may
have a negative impact on the price of Mexican debt and capital securities. Future economic problems in the United States or around the world
may severely limit TV Azteca s access to capital and may have an adverse effect on its operations.

The Mexican government has an important influence on the economy.

The Mexican government has had, and continues to have, an important influence on the Mexican economy. In the past, the economic plans of
the Mexican government have often failed to fully achieve their objectives and TV Azteca cannot guarantee that the current and future economic
plans of the Mexican government will achieve their established objectives. Similarly, TV Azteca cannot determine what effect these plans or
their implementation will have on the Mexican economy or on the operations of TV Azteca. The future actions of the Mexican government may
have a significant effect on Mexican companies, including TV Azteca, and on market conditions.

Fluctuations in interest rates and inflation may have an adverse effect on the operations of TV Azteca.

In Mexico, inflation has been high in recent years compared to more developed economies. Any negative fluctuation in interest rates may have
an adverse effect on TV Azteca because the amount of interest owed may increase with regard to its current liabilities and indebtedness or other
liabilities and indebtedness incurred in the future. The annual inflation was 5.7%, 4.0% and 5.2% for the financial years ending December 31,
2002, 2003 and 2004, respectively. Any significant increase in the inflation rate in Mexico may adversely affect the financial position and
operating profits of TV Azteca, because inflation may adversely affect consumer buying power, which, consequently, affects the ability of TV
Azteca s advertisers to buy advertising time on its networks.
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The political situation in Mexico may negatively affect the operating profits of TV Azteca.

Mexico has experienced political changes in recent years. This instability affects transactions and the investment climate in Mexico. As a
Mexican company with the majority of all of its assets and operations in Mexico, the political environment in Mexico has a significant impact on
the financial position and operating profits of TV Azteca.

If the Mexican government imposes exchange controls and restrictions, TV Azteca may not be able to pay its debt in United States dollars.

In the past, the Mexican economy has experienced a deficit in its balance of payments and a shortage in its reserves of foreign currency.
Although the Mexican government does not currently restrict the ability of individuals or legal entities to convert pesos to United States dollars,
it has done so in the past (most recently in 1982) and may do so again in the future. TV Azteca cannot guarantee that the Mexican government
will not institute a restrictive exchange control policy in the future. This restrictive exchange control policy may prevent or restrict access to
United States dollars and limit the ability of TV Azteca to pay cash distributions to its shareholders and to pay TV Azteca s debt denominated in
United States dollars. In addition, TV Azteca cannot predict what impact a restrictive exchange control policy would have on the Mexican
economy in general.

The financial statements of TV Azteca do not provide you with the same information as the financial statements prepared in accordance with
United States accounting principles, and TV Azteca publishes financial information in accordance with United States GAAP less frequently than
American companies.

TV Azteca prepares its financial statements in accordance with Mexican GAAP. These principles differ in significant aspects from the United
States GAAP. TV Azteca cannot guarantee that there will not be more differences in the future. Furthermore, TV Azteca generally only prepares
information in accordance with United States GAAP annually. As a result, there may be less or different information available publicly about
TV Azteca than there is about United States broadcasting companies.

Risks Related to the Communications Media Industry in Mexico

An increase in the popularity of alternative communications media to television broadcasting may have an adverse effect on the operations of
TV Azteca.

TV Azteca believes that there may be growth in the popularity of communications media alternative to television broadcasting, such as radio,
pay television systems (Cable, DTH), internet, magazines or newspapers.

Currently, approximately 71% of total advertising spending in Mexico is assigned to television broadcasting, a large proportion compared to
other countries. TV Azteca believes that, if audiences have a growing interest in other communications media, as has been the case in other
countries, television broadcasting operations in Mexico may be affected. TV Azteca believes that positioning itself as a competitive player in
those markets may translate into substantial investments that may hinder its liquidity.
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Mergers in different economic sectors may result in a more concentrated advertising market.

Many companies in Mexico are subject to a global tendency of mergers and acquisitions, which may result in fewer companies competing in the
market, and, consequently, fewer companies advertising in television broadcasting.

In recent years, this tendency has been particularly significant in banking, insurance, pharmaceutical and telecommunications sectors in Mexico,
which results in more concentrated industries.

Content production costs may increase when artistic talent emigrates to the United States.

In recent years, there has been a migration of talented screen personalities to the United States to produce programming for broadcasters focused
on Spanish-speaking audiences in the United States. If this tendency increases, TV Azteca believes that this may result in a shortage of program
artists and performers. A possible consequence of this may be higher compensation for these personalities, and, therefore, higher overall
production costs, thus reducing TV Azteca s profitability.

There is a risk that programming production for Spanish-speaking audiences in the United States will translate into reduced profit margins.

In previous quarters, TV Azteca has been producing some content for Azteca America and for the Los Angeles station KAZA-TV to improve
the loyalty of target audiences and obtain greater income. If this objective is not achieved and the income does not come close to the expected
income, TV Azteca believes that the cost increase will reduce the overall profitability.

Risks Related to Lawsuits

TV Azteca is currently being sued by the SEC.

The SEC s lawsuit relating to the Unefon-Nortel-Codisco transactions (See The Company Description of Business Judicial, Administrative or
Arbitration Proceedings ), may continue to require a substantial amount of time and attention from the administration, may result in significant
accounting and legal costs and may eventually reduce our net income or interfere with our ability to manage our operations. An unfavorable

result may have an adverse effect on our operations, financial position, operating profits and cash flow.

Administrative Proceedings initiated by the CNBV.

The administrative proceedings initiated by the CNBV against TV Azteca and some of its directors with regard to the Unefon Nortel Codisco
transactions (See Description of TV Azteca  Description of Business  Judicial, Administrative or Arbitration Proceedings ), may continue to
require time and attention from the administration, and may result in significant accounting and legal costs and may eventually reduce the net
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income of TV Azteca or interfere with TV Azteca s ability to manage its operations. TV Azteca cannot predict the result of the administrative
proceeding initiated by the CNBV; however, the inspection by the CNBV may have a significant adverse effect on the financial position and
operating profits of TV Azteca.
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TV Azteca has been named as a defendant in several lawsuits by shareholders (class action suits) and it may be named as a defendant in other
lawsuits, which may require significant time and attention from the administration and result in significant legal costs.

In the first quarter of 2004, three separate lawsuits expected to be class action suits were filed with a federal court in the United States, claiming
that TV Azteca and some of its officers and directors violated the provisions of the United States Securities Exchange Act of 1934. These
lawsuits by shareholders have been consolidated into a single lawsuit by shareholders in the United States District Court for the District of New
York. The cost of presenting a defense in this lawsuit may be high and may divert the attention of the administration and attention from the
performance of our daily operations (See The Company Description of Business Judicial, Administrative or Arbitration Proceedings ).

TV Azteca cannot predict the result of the lawsuits in which it is involved.

TV Azteca is currently involved in some legal controversies and proceedings (See Description of TV Azteca  Description of Business  Judicial,
Administrative or Arbitration Proceedings ). TV Azteca cannot predict the result of these legal controversies and proceedings and, therefore,
cannot guarantee that if the result is negative, the operating profits and financial position of TV Azteca will not be adversely affected.

Risks Related to Securities Markets and ADRs and Share Ownership

Holders of ADRs and CPOs that are not Eligible Mexican Holders only have voting rights for Series D-L Shares, and these rights are very
limited.

Holders of CPOs and ADRs that are not Eligible Mexican Holders do not have voting rights for A Shares or the underlying D-A Shares. Eligible
Mexican Holders are Mexican individuals and Mexican companies whose articles of incorporation contain a foreigner exclusion clause. The
voting rights for A Shares and D-A Shares held in the CPO Trust (See The Company Description of Business Governing Law and Tax
Position ) in representation of the CPO holders that are not Eligible Mexican Holders will be voted the same way as the respective majority of
the A Shares and D-A Shares held by Eligible Mexican Holders and voted at the corresponding shareholders meeting.

The Foreign Investment Law and its Regulations require that TV Azteca register any foreign holder of CPOs or the depository for any ADRs
that represent CPOs in the National Foreign Investment Registry. Any foreign owner of CPOs that has not been registered has no right to vote
the underlying shares of CPOs that would otherwise have the right to vote or to receive the dividends pertaining to the underlying shares of
CPOs. For this purpose we have registered the Depository for the ADRs and CPOs (and the A Shares, D-A Shares, D-L Shares (and after their
conversion, the L Shares) thus represented, where appropriate). Notwithstanding the foregoing, it is important to emphasize that the ADR
holders have extremely limited voting rights. For more information on the restrictions affecting foreign ADR holders, see The Company
Description of Business  Governing Law and Tax Position.
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All holders of ADRs and CPOs, whether or not they are Eligible Mexican Holders, have the right to vote the D-L Shares and (after the

conversion of the D-L Shares) the L Shares (See The Company Description of Business  Governing Law and Tax Position ). According to the
bylaws of TV Azteca and Mexican law, the holders of D-A Shares and D-L Shares have the right to vote only under limited circumstances. Each
holder of ten percent of the capital stock of TV Azteca with limited voting rights (D-A Shares and D-L Shares, and after the conversion, L

Shares) has the right to elect one of the directors of TV Azteca (See Administration Administrators and Shareholders ). The holders of D-A
Shares and D-L Shares have the right to vote on the following matters:

extension of the duration of TV Azteca after June of 2092

dissolution of TV Azteca before June of 2092

change of TV Azteca s corporate purpose

change of TV Azteca s nationality

conversion of TV Azteca from one type of company into another

merger with another company, and

cancellation of the registration of the Series D-L shares in the RNV and in the securities exchanges where these are listed

The holders of L Shares (into which the D-L Shares will be convertible after August 12, 2007, the tenth anniversary of their original issue), for
the total amount of the ten percent of the capital stock of TV Azteca with limited voting rights, will have the right (whether the L Shares are held
directly or through CPOs or ADRs and whether or not the holders are Eligible Mexican Holders) to elect one of the directors of TV Azteca. The
holders of L Shares will also have the right (whether or not they are Eligible Mexican Holders) to vote only on the following matters:

conversion of TV Azteca from one type of company to another

any merger in which TV Azteca is not the surviving entity, and

cancellation of the registration of the L Shares or securities that represent them on the BMV or any foreign securities exchange and
cancellation of the registration of these shares in the Mexican RNV.

Preference rights may not be available to ADR holders.

Under Mexican Law, when TV Azteca issues new shares for cash, TV Azteca must generally grant preference rights to its shareholders, giving
them the right to purchase a sufficient number of shares to maintain their existing percentage of ownership. TV Azteca may not offer shares to
American ADR holders according to the preference rights granted to the shareholders of TV Azteca with regard to any future issue of shares,
unless:
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it submits a request for registration in accordance with the United States Securities Act of 1933 (the United States Securities Act ) and this
is effective for these rights and shares; or

an exemption from the registration requirements of the United States Securities Act is available.
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At the time of any issue of shares, TV Azteca attempts to evaluate the potential costs and responsibilities related to a request for registration to
permit American ADR holders to exercise their preference rights, the indirect benefits of allowing American ADR holders to exercise preference
rights and any other factors that TV Azteca believes to be appropriate at that time. TV Azteca will then decide if it will submit this request for
registration. But TV Azteca cannot guarantee that a request for registration will be submitted. Furthermore, although the depository of the ADRs
is allowed, if at that time it is legal and possible, to sell preference rights and to distribute the proceeds from the sale to the ADR holders that are
entitled to the proceeds, the sale of preference rights is not legal in Mexico at this time. As a result, the American ADR holders will not be able
to exercise their preference rights with regard to future issues of shares of TV Azteca. In this case, the interest of the ADR holders in the capital
stock of TV Azteca would decrease in proportion to the size of the issue. Depending on the price at which the shares are offered, this issue could
result in a weakening of the interest of the ADR holders.

The protections granted to minority shareholders in Mexico differ from those granted to minority shareholders in the United States.

Under Mexican law, the protections granted to minority shareholders and the fiduciary responsibility of executives and directors are, in some
cases, less than or different from those granted in the United States or other jurisdictions, or these protections may simply not exist. Specifically,
the Mexican legal system pertaining to the fiduciary duties of directors does not exist as in the United States. The criterion applied in the United
States to guarantee the independence of directors (which has been more restrictive due to the publicized corporate scandals) is different than the
criterion applicable under the corresponding Mexican laws and regulations. In addition, in Mexico there are no lawsuits by shareholders (class
action suits) or derivative lawsuits by shareholders, and there are different procedural requirements for filing lawsuits by shareholders. As a
result, in practice, it may be more difficult for our minority shareholders to assert their rights against us and our directors or majority
shareholders than it would be for the shareholders of an American company. For a more detailed description of the structure of the capital stock
of TV Azteca, see Stock Market Share Structure.

d) Other Securities

Considering that TV Azteca has securities registered with the RNV, the LATIBEX, as well as with American Depository Shares (ADRs) listed
on the New York Stock Exchange, we declare that TV Azteca has complied in the past with the submission of the information that it is required
to provide, i.e., the submission of the respective Annual Reports in each country since its registration, the submission of quarterly information,
as well as the information pertaining to any relevant events that may affect it.

On June 1, 2005, TV Azteca held an extraordinary shareholders meeting in which, among other things, it was agreed (i) to terminate the ADR
program that it maintains in the United States, listed on the New York Stock Exchange (NYSE); and (ii) to terminate the Deposit Agreement

dated August 15, 1997, executed between TV Azteca, The Bank of New York ( BONY ) and the corresponding ADR holders (See The Company
Recent Events Agreements Approved by Shareholders at the Extraordinary Shareholders Meeting held on June 1, 2005 Termination of ADR
Program in USA ).
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If as a result of the termination of the ADR program less than 300 shareholders residing in the USA remain, TV Azteca may request the
cancellation of the registration from the SEC, and in that event, the reporting obligations and other provisions for the regulation of securities in
the USA would no longer be applicable. The registration with the SEC and the listing in the NYSE are independent events.

e) Significant Changes to the Rights of Securities Registered in the Registry

In August of 2002, TV Azteca announced its intention to seek the approval of its shareholders to spin off its investment in Unefon via the
no-cost and prorated distribution of all shares of Unefon owned by TV Azteca to its shareholders, which was carried out. On October 6, 2003,
the board of directors of TV Azteca approved the spin-off of its 46.5% interest in Unefon and its 50% interest in Cosmofrecuencias, a broadband
wireless internet access provider.

On December 19, 2003, the shareholders of TV Azteca approved the spin-off from TV Azteca, with its remaining as the parent company, giving
birth to Unefon Holdings, which was established on December 22, 2003. TV Azteca became purely a media company, and Unefon Holdings
became an entity independent of TV Azteca that same month.

In July of 2004, Unefon Holdings began its process of registration with the CNBV and BMV, to obtain the listing of its shares on the BMV.

Previously, on April 29, 2004, Unefon Holdings submitted a request to the SEC to be subject to the exception provided for in rule 12g3-2(b) of
the United States Securities Exchange Act of 1934. In October of 2004, the SEC granted Unefon Holdings this exception, and therefore the
ADRs of Unefon Holdings will be quoted in the United States through the over-the-counter system. The over-the-counter system consists of an
informal market by means of which securities are exchanged directly among the holders at a market value price. The exception provided for in
rule 12g3-2(b) of the United States Securities Exchange Act of 1934 that was granted by the SEC in October of 2004 allows Unefon Holdings
not to be subject to certain rules of the SEC, such as submitting an annual report on Form 20-F, because it is only required to submit to the SEC
the translation of the information and documentation distributed in Mexico. The public quotation of Unefon Holdings will permit the
shareholders of TV Azteca to receive the value of the telecommunications business, and to determine their interest in Unefon Holdings.
However, on the date of this Annual Report, the CNBV has requested a variety of financial and operational information from Unefon Holdings,
which has prevented Unefon Holdings from obtaining its registration in Mexico.

The shareholders of Unefon Holdings will receive their shares in the same proportion as their interest in TV Azteca once Unefon Holdings is
able to publicly distribute its shares in Mexico. Unefon Holdings expects that its shares will be listed on the BMV in the coming months.

f) Public Documents

The Annual Report and the Quarterly Reports, as well as the information on Relevant Events that may affect TV Azteca, have been submitted in
the past both to the CNBV and the BMV and are available to investors on the BMV s web site (www.bmv.com.mx), as well as on the company s
web site (www.irtvazteca.com).

The persons responsible for service to investors and analysts are Bruno Rangel, at telephone number (5255) 1720-9167
(jrangelk @tvazteca.com.mx) and Rolando Villarreal, at telephone number (5255) 1720-0041 (rvillarreal @ gruposalinas.com.mx).
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II. THE COMPANY

a) History and Development of the Issuer

General Information

TV Azteca is a corporation established in accordance with the laws of Mexico. The articles of incorporation of TV Azteca are dated June 2,
1993, and were registered in the Public Commercial Registry of the Federal District on July 13, 1993, under commercial record number 167,346.
The duration of TV Azteca is 99 years from the date of the articles of incorporation. The main offices of TV Azteca are located at Av. Periférico
Sur 4121, Col. Fuentes del Pedregal, México, D.F. 14141. The telephone number of TV Azteca at that location is (5255) 1720-1313. The
internet address of TV Azteca is www.tvazteca.com.mx.

TV Azteca is one of the two leading producers of Spanish programming in the world and the second largest television network in Mexico, based

on audience and market share. Azteca Holdings, which is controlled by Ricardo B. Salinas Pliego, is the owner of the majority (52%) of the
outstanding shares of TV Azteca, and Alternativas Cotsa, which is a subsidiary of Azteca Holdings (at 99.99%), is the owner of 3% of the total

of the outstanding shares of TV Azteca, which have full voting rights. TV Azteca has six principal subsidiaries (at 99.99%), which are a

company from Delaware, United States, AIC, and five Mexican companies: Televisién Azteca, S.A. de C.V. ( Television Azteca ), Producciones
Exclusivas S.A. de C.V. ( Producciones Exclusivas, formerly Azteca Digital, S.A. de C.V. ( Azteca Digital )), Grupo TV Azteca, S.A. de C.V.
( Grupo TV Azteca ), TV Azteca Comercializadora, S.A. de C.V. ( TV Azteca Comercializadora ) and Red Azteca Internacional, S.A. de C.V.
( Red Azteca ). AIC is an American company that operates Azteca America, a Spanish-language television broadcasting network aimed at the
fast-growing Spanish-speaking market in the United States. Television Azteca and Producciones Exclusivas (formerly Azteca Digital) own and
operate all the broadcasting assets of TV Azteca, including the licenses to operate television transmitters, the broadcasting equipment of TV

Azteca and the main offices and production studios of TV Azteca located in Mexico City. The majority of the payments for advertising on the
Azteca 13 and 7 network are made through Grupo TV Azteca and TV Azteca Comercializadora (See Financial Information ~Comments and
Analysis from the Administration on the Operating profits and Financial Position of the Issuer  Financial Position, Liquidity and Capital
Resources ). Azteca 7 is marketed on Red Azteca Internacional and Azteca 13 is marketed on TV Azteca.

Besides its television broadcasting operations, TV Azteca is the owner of a 50% interest in Todito, a Mexican company that operates a
Spanish-language internet portal, internet connection service and electronic commerce market. Todito s web site is www.todito.com.

The spin-off of Todito was approved in the extraordinary meeting of the shareholders of Todito held on May 31, 2005, and Todito no

longer exists as a result of the spin-off, giving birth to two corporations under the names AZTECA WEB, S.A. de C.V. ( AZTEzCA WEB )
and TODITO CARD, S.A. de C.V. ( TODITO CARD ), which will be the companies spun off. Once this spin-off is effective vis-a-vis third
parties, in accordance with the requirements of Sections V, VI and VII of Article 228 Bis of the LGSM, TV Azteca will remain the

majority shareholder of AZTECA WEB, and UNIVERSIDAD CNCI that of TODITO CARD.
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The Mexican Television Industry

The Mexican television industry got its start at the beginning of the 1950s when the Mexican government granted licenses for the operation of

three very high frequency ( VHF ) television stations in Mexico City. Since then, the Mexican government has granted licenses for three ultra

high frequency ( UHF ) stations and four additional VHF stations in Mexico City, including Channels 7 and 13 of TV Azteca, and numerous

other licenses for the operation of stations in cities throughout Mexico (See The Company Description of Business  Principal Activity, Channels
of Distribution, Principal Assets and Market Information ).

According to the 2000 general population census taken by the Mexican government, the metropolitan area of Mexico City had a population of
more than 18 million people and almost 4 million homes with television, which represents approximately 18% of the population in Mexico of
approximately 97 million and approximately 18% of the 22 million Mexican homes with television. As a result, the television stations that
broadcast in Mexico City have historically dominated the industry and have acted as the principal stations for the station networks located
outside of Mexico City, providing these stations with all or a substantial part of their programming.

Currently, there are seven VHF television stations in Mexico City, six of which are privately owned, and one is government-owned. There are a
large number of television stations in other parts of Mexico, the majority of which only rebroadcast programming originated by one of the
stations in Mexico City. TV Azteca owns and operates two VHF television stations in Mexico City, Channels 7 and 13, which rebroadcast their
signals throughout Mexico under licenses held by TV Azteca (See The Company Description of Business  Principal Activity, Channels of
Distribution, Principal Assets and Market Information ).

A group of investors headed by Ricardo B. Salinas Pliego, Chairman of the Board of Directors of TV Azteca, paid the Mexican government the
equivalent in pesos of approximately US$642.7 million at the time of privatization for Channels 7 and 13 and some other assets. In 1999, TV
Azteca began to rebroadcast programming from Azteca 13 to a digital television channel in Mexico City, Channel 53, on an experimental basis.
Likewise, the SCT granted TV Azteca authorization to install and operate second digital broadcasting channels, supplemental to the primary
concessions, in compliance with the policy of implementing Land Digital Television (TDT) in Mexico, which are channels 24 and 25 in Mexico
City, D.F.; and channels 31 and 33 in the city of Guadalajara, Jal., which will be installed in 2005. Once channel 25 in Mexico City, D.F., is
installed and placed into operation, TV Azteca must return channel 53 to the SCT due to its having fulfilled the purpose for which it was
granted.

The main competitor of TV Azteca, Televisa, owns and operates four VHF television stations in Mexico City, Channel 2, 4, 5 and 9 (See The
Company Description of Business  Principal Activity, Channels of Distribution, Principal Assets and Market Information ). The signals from
Channels 2 and 5 are rebroadcast throughout Mexico under the licenses owned by Televisa or its affiliates. Based on the information published
by Televisa in 2003, Channels 2 and 5 of Televisa cover 98% and 91%, respectively, of the Mexican homes with television. Even when the
programming broadcast from Channels 4 and 9 reaches many of the largest cities in Mexico, no channel has full national coverage. The coverage
from Channel 4 is limited principally to the metropolitan area of Mexico City and, according to Televisa, Channel 9 covers 74% of the Mexican
homes with television. The Mexican government owns one VHF station and one UHF station in Mexico City, Channels 11 and 22, respectively,
as well as numerous stations outside of Mexico City.
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Due to technical limitations, there is currently no capacity in Mexico City in the VHF spectrum (Channels 2 to 13) for additional television
channels. In addition to Channel 22, there are a number of stations that broadcast in the UHF spectrum (Channels 14 to 69), including some
stations owned by Televisa that broadcast coded signals for their pay television channels.

TV Azteca s Mexican Television Networks

TV Azteca currently owns and operates two national television networks in Mexico, Azteca 7 and Azteca 13. These networks are comprised of
316 television broadcasting sites located throughout Mexico that broadcast programming at least 23.5 hours a day, seven days a week. 272 of the
network stations are repeater stations that only rebroadcast programming and advertisements received from the main stations in Mexico City.
The other 44 stations of the network broadcast local programming and advertisements, in addition to the programming and advertisements
provided by the main ones.

Azteca 7 Network

The Azteca 7 network is aimed principally at middle-income and high-income adults between 18 and 44 years of age. In 2004, TV Azteca
produced 40.2% of the midweek prime-time programming hours of the Azteca 7 network and 22.1% of its total programming hours. The
network programming consists principally of news shows, quiz shows, sports broadcasts and movies. On December 31, 2004, the Azteca 7
network reached 95% of all Mexican homes with television.

Azteca 13 Network

The Azteca 13 network is aimed principally at middle-income TV-viewing families of all ages. In 2004, TV Azteca produced 98.6% of the
midweek prime-time programming hours of the Azteca 13 network and 71.7% of its total programming hours. The network programming
consists mainly of soap operas, reality shows, news shows, talk shows, musical variety programs and sports, mainly soccer.

Soap operas are the most popular type of programming in Mexico and are a key factor for attracting the network s target audience. In 2004, TV
Azteca produced six soap operas, which were among the regularly-scheduled prime-time programs with the highest rating on the Azteca 13
network. On December 31, 2004, the Azteca 13 network reached 97% of all Mexican homes with television.

Local Stations

Forty-four of TV Azteca s television stations broadcast local programming and advertising, in addition to the programming and advertisements
provided by the principal stations. On December 31, 2004, TV Azteca had executed contracts with local commercial partners for 17 of its local
stations, under which the local partners may sell advertising time on these stations to local advertisers. In each case, the local partners are
required to provide their own offices and to purchase the necessary equipment to block the national signal and insert a local signal. TV Azteca
controls the periods during which the national signals may be blocked and also limits the sale of local airtime to its national advertisers. TV
Azteca permits the insertion of local advertising only for the periods during which TV Azteca has programmed local advertisements on its
principal stations in Mexico City. During these periods, TV Azteca broadcasts a different advertisement on its repeater stations. TV Azteca
operates the remaining 27 local stations without local partners.

46



Edgar Filing: TV AZTECA SA DE CV - Form 6-K

31

47



Edgar Filing: TV AZTECA SA DE CV - Form 6-K

In addition to the insertion of local announcements, some of TV Azteca s local stations broadcast programs that are produced and financed by
local partners. The locally-produced programs include news shows, quiz shows, sporting events and other entertainment programs. In 2002,
2003 and 2004, TV Azteca s local television stations produced approximately 2%, 4% and 5%, respectively, of the broadcasting of local
programming on those stations.

Broadcasting Technology and Quality Control

Although the stations of the Azteca 7 and 13 networks that broadcast in the same location require separate licenses, satellite transmitters and
receivers for the retransmission of their signals, they generally use the same broadcasting installations (buildings and transmission towers). From
1993 until December 31, 2004, TV Azteca has invested approximately Ps.$882 million in transmitters to improve the quality of the signal and
expand the transmission coverage of its two television networks. TV Azteca has also relocated some transmitters to improve the quality of the
broadcast signal and has invested in improving its equipment maintenance programs. TV Azteca intends to invest in transmitters, receivers and
other additional equipment to improve the quality of the transmission signals of its networks in some areas and to increase its overall coverage to
Mexican homes with television.

In December of 1999, TV Azteca began to implement digital satellite technology for the transmission of its signals. Digital technology
compresses and encodes the signal, which improves the quality of the image and audio and prevents the unauthorized use of the signals of TV
Azteca. The digital system requires the capacity of only one transponder for the satellite transmission of TV Azteca, instead of the two
transponders required by the analog system previously used by TV Azteca. With this technology, TV Azteca can send five transmission channels
and one control signal network to its Mexican and international affiliates. This technology also permits TV Azteca to adapt its programming and
advertising to the local markets in which it broadcasts. TV Azteca began to operate its digital system in February of 2000 (See The Company
Description of Business — Principal Activity, Channels of Distribution, Principal Assets and Market Information ).

In October of 1999, TV Azteca received an ISO-9002 certification for its operation of its television broadcasting networks. TV Azteca was the
first broadcasting network in Mexico to receive this certification. In December of 1999, TV Azteca put its Continuity and Traffic Management
quality control system into operation, for the purpose of reducing continuity failures to a minimum and guaranteeing the quality of the broadcast
signals of TV Azteca. In March of 2001, Bureau Veritas Quality International certified that the Continuity and Traffic Management quality
control system implemented by TV Azteca qualifies under ISO-9002. In November of 2001, the accounting department of TV Azteca received
an ISO-9001 certification. More recently, in January of 2003, the finance and administration department of TV Azteca received an ISO-9001
certification.

The International Organization for Standardization ( ISO ) is a network made up of the national standards institutes from 148 countries, with one
member per country and its headquarters in Geneva, Switzerland, coordinate the system. The expanded adoption of this system of international
standards permits companies to base the development of their products and services on specifications with global acceptance in their sectors.
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ISO 9001:2000 certification is the only standard that has replaced the 1994 versions of the ISO 9001, ISO 9002 and ISO 9003 certifications.

This standard defines the requirements for a quality administration system based on the process model, and its objective is to achieve customer
satisfaction and continuous performance improvement. TV Azteca believes that this ISO certification provides a valuable standard that is of
interest to its investors.

b) Description of Business

i) Principal Activity, Channels of Distribution, Principal Assets and Market Information

Programming

TV Azteca is one of the leading producers of Spanish-language programming in the world. TV Azteca believes that its ability to provide a
diverse mixture of quality programming has been, and will continue to be, one of the main factors for maintaining and increasing its overall
ratings and share of the Mexican television audience. TV Azteca focuses on producing and acquiring programming that attracts the various
target audiences of its Azteca 7 and 13 networks. TV Azteca also believes that the development of separate identities for its networks has helped
TV Azteca to capture an increasingly larger part of the Mexican television audience, and it has offered its advertisers the opportunity to adapt
their advertisements to specific demographic groups.

To maintain the high quality of its programming, TV Azteca assembles focus groups and performs surveys to evaluate the potential popularity of
new programming ideas. TV Azteca also uses parts of its unsold advertising time to aggressively market both its internally-produced
programming as well as its purchased programming, to create and maintain the interest of viewers.

Programming Produced by TV Azteca

TV Azteca produces a variety of programs, including soap operas, reality shows, news shows, sports broadcasts, musical programs, quiz shows,
talk shows and variety programs. In 2003 and 2004, TV Azteca produced approximately 67% and 69%, respectively, of the midweek prime-time
programming hours that were aired on its networks (excluding programming produced by its local stations), including the 10 highest-rated
regularly-scheduled midweek programs broadcast during prime time on one of its networks both in 2003 and in 2004.

The internally-produced programming of TV Azteca is more expensive to produce on average than its purchased programming. TV Azteca seeks
to offset its production costs by selling its internally-produced programming outside of Mexico. In 2002, 2003 and 2004, TV Azteca sold
approximately 20,407, 27,111 and 23,905 hours (including sales to EchoStar), respectively, of internally-produced programming, generating
sales of Ps.$133 million (nominal), Ps.$165 million (nominal) and Ps.$127 (US$13 million) (nominal), respectively.

TV Azteca is the sole owner of virtually all the copyrights and trademarks for the television programs that it produces. However, there are some
programs for which TV Azteca acquires the broadcasting and/or production rights license. In the cases of broadcasting and/or production rights
licenses, under the terms of the Federal Copyright Law and international treaties, TV Azteca is the owner of the copyrights on the audiovisual
works produced under the license. However, the owner of, for example, the scripts, concepts and television program format, retains its
intellectual property rights.
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Since 1996, TV Azteca has produced soap operas, historically the most popular type of programming in Mexico and in all of Latin America. The
soap operas are similar to American soap operas in their content, but, unlike American soap operas, they are generally only broadcast for six to
twelve months. Since 1996 until December 31, 2004, TV Azteca has invested approximately Ps.$106 million (US$9.4 million) in production
equipment dedicated mainly to the production of soap operas. TV Azteca produced seven soap operas in 2002, which represented 969 hours of
programming, five soap operas in 2003, which represented 996 hours of programming and six soap operas in 2004, which represented 991 hours
of programming. Two of the soap operas that TV Azteca produced in 2003 and 2004 were among the 10 highest-rated regularly-scheduled
prime-time programs of TV Azteca during those years.

In 2002, TV Azteca launched its first reality show, La Academia, a musical reality television show. This television show presents Mexican
contestants who are qualified by a professional team of star makers, and, based on their performance, are eliminated by the public one by one.
During the time that the program lasted, live concerts were broadcast every Sunday. The final concert, which was broadcast on December 1,

2002, and marked the conclusion of the first generation of La Academia, obtained a 68% commercial audience share for its time slot.

Immediately after the end of the first season of La Academia, and during 2003, TV Azteca broadcast the second generation of La Academia with
new contestants. The third generation of La Academia concluded on July 4, 2004. On February 27, 2005, the fourth generation of La Academia
began with new contestants.

The news programming of TV Azteca includes prime-time nightly news shows aimed at the target audiences of its television networks. The
Hechos del Siete news show broadcast on the Azteca 7 network includes a quick synopsis of the national and international news in a format that
is attractive to its viewers, who are young adults. The Azteca 7 network also broadcasts an interview program that interviews the leading
politicians, businessmen and journalists about matters that affect Mexico. The news show Hechos, which is broadcast on the Azteca 13 network,
presents a more in-depth analysis of the national and international daily news.

The internally-produced sports programming of TV Azteca consists mainly of broadcasts of the professional soccer games of the First Division
tournament of Mexican professional soccer, as well as sports commentary and highlights programs. Soccer is the most popular sport in Mexico
and the broadcasts of the First Division games generate ratings at a level comparable to the highest rating of TV Azteca. For the 2002 summer
and winter seasons, TV Azteca had the broadcasting rights for the local games of eight First Division teams, including Club Atlético Morelia.
For the 2003 summer and winter season, TV Azteca had the broadcasting rights for the local games of eight First Division teams, including Club
Atlético Morelia. For the 2004 summer season, TV Azteca had the broadcasting rights for the local games of nine First Division teams,
including Club Atlético Morelia. And for the 2004 winter season, TV Azteca had the broadcasting rights for the local games of eight First
Division teams, including Club Atlético Morelia.
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Purchased Programming

TV Azteca also obtains programming from approximately 127 different distributors. TV Azteca obtains a significant part of its purchased
programming from a small number of providers, including MGM, Paramount, Sony, Columbia Pictures, Twentieth Century Fox International,
Universal Studios, Buena Vista and Warner Bros. The purchased programming of TV Azteca includes mainly cartoons and movies. The
non-Spanish-language programs that are purchased for the TV Azteca networks are dubbed in Spanish before delivery to TV Azteca. TV Azteca
pays the distributor an additional fee for this service. The purchased programming constitutes approximately 28% and 31% of the combined
midweek prime-time programming hours broadcast on the two networks of TV Azteca in 2003 and 2004, respectively.

Distributors issue the purchased programming under license in accordance with separately negotiated agreements, the terms of which vary. In
October of 1998, TV Azteca executed an exclusive three-year license agreement with Buena Vista International, Inc., a subsidiary of The Walt
Disney Company, to broadcast the programming of Buena Vista on the Azteca 7 and 13 networks (See The Company Description of Business
Principal Activity, Channels of Distribution, Principal Assets and Market Information ), which was renewed on October 1, 2001, for another
three years by Red Azteca and Buena Vista. In November of 2004, Red Azteca renewed this agreement for five more years.

TV Azteca also executed agreements for broadcasting sports programming, including the Olympic games, the World Soccer Championship,
National Basketball Association ( NBA ) games, National Football League ( NFL ) games, CART ( Championship Auto Racing Teams ) Series
events and golf tournaments. TV Azteca generally uses its own commentators for the broadcasts of international sporting events.

Both TV Azteca and Televisa obtained the broadcasting rights for the 1998 World Soccer Championship and the 2000 Summer Olympic Games
through the Ibero-American Television Organization ( OTI ), now the International Television Organization ( OTI International ), a Latin
American cooperative organization that bids on the broadcasting rights for international sporting and cultural events. OTI International has
obtained the broadcasting rights for the 2004 and 2008 Summer Olympic Games. Both TV Azteca and Televisa have the Mexican broadcasting
rights for the 2004 and 2008 Summer Olympic Games. In February of 2002, TV Azteca executed an agreement with a subsidiary of DirecTV
Latin America, which granted TV Azteca the right to broadcast 18 of the games of the 2002 World Soccer Championship, including all the
first-round games in Mexico, the semi-finals, the third-place game and the final. OTI has obtained the broadcasting rights for the 2006 World
Cup, and it, in turn, licensed these rights to Televisa, which sublicensed these rights to TV Azteca.

TV Azteca has had the exclusive right to broadcast NBA games in Mexico since 1993. In August of 1995, TV Azteca executed an agreement
with NBA Entertainment, Inc. This agreement, which has been extended since then, grants TV Azteca the exclusive right to broadcast NBA
games in Mexico until the end of the 2002-2003 season. The NBA has exercised its priority right to renew its exclusive broadcasting rights with
TV Azteca for the 2003-2004 season. In exchange for the broadcasting rights, NBA Entertainment has the right to a minimum guaranteed
payment per season if the net advertising income generated from the NBA games is less than or equal to US$2.3 million. NBA Entertainment
has the right to receive an additional 50% of any net advertising income that exceeds the amount of US$4,000,000. The amount paid to NBA
Entertainment under the terms of the NBA Agreement during the financial years ending December 31, 2003 and 2004 was US$800,000 and
US$871,667, respectively. TV Azteca renewed this agreement until June 30, 2005. TV Azteca is in the process of renegotiating the exclusive
right to broadcast NBA games in Mexico.
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Ratings and Audience Share

TV Azteca concentrates its efforts on increasing its audience share of midweek prime-time viewers. Although midweek prime time represents
approximately 20% of the broadcasting hours on the TV Azteca networks, the total number of viewers is higher during that period. As a result,
the advertising time during midweek prime time is preferred by the majority of advertisers, and TV Azteca charges higher advertising rates
during those hours. As a result of its efforts, TV Azteca has increased its audience share of midweek prime-time viewers. The advertising
income earned during prime time from Monday to Sunday contributed approximately 57%, 56% and 54% of the net advertising income of TV
Azteca in 2002, 2003 and 2004, respectively.

For the financial years ending December 31% of 2002, 2003 and 2004, the average Mexican audience share of TV Azteca during midweek prime
time was 26.3%, 26.2% and 27.9%, respectively.

Commercial Audience

In 1998, TV Azteca began to monitor its Mexican commercial audience share based on ratings information published by IBOPE AGB México.
TV Azteca focuses on the Mexican commercial audience because it believes that the Mexican commercial audience consists of viewers with the
greatest buying power. The Mexican commercial audience consists of viewers classified by IBOPE AGB México as ABC+, C and D+ (based on
the total household income) who watch one of the four national television networks in Mexico (the Azteca 7 and 13 networks and Televisa
Channels 2 and 5). As shown in the following chart, in 2004 the Mexican commercial audience represented approximately 72% of the Mexican
population but controlled 94% of the household income.

COMMERCIAL AUDIENCE

ABC+ C D+ D/E

94% of the Total Household Income 57% 18% 19% 6%

72% of the Mexican Population 20% 18%  34% 28%

Source: The estimates of TV Azteca are based on information published by IBOPE AGB México.

Although 98% of Mexican urban homes have televisions, 28% of Mexican homes (the D/E segment) has a household income of less than
US$238 per month, and, therefore, has limited access to purchasing many of the goods and services that are advertised on television. TV Azteca
estimates that the D/E socioeconomic level purchases consumer goods that are advertised on television in a proportion substantially lower than
the ABC+, C and D+ socioeconomic levels.
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The following chart shows TV Azteca s monthly Mexican commercial audience share during midweek prime time from January of 2002 until
December of 2005 in people 19 years of age and up.

[translation of graph heading]
Commercial Audience Share

People 19 years of age and up (ABC+/C/D+) Four Channels

Monday to Friday / Prime Time / Commercial Audience

In 2002, 2003 and 2004, the superior demographic and national coverage on both networks allowed TV Azteca to deliver 38%, 37% and 39%,
respectively, of the Mexican commercial audience of people 19 years of age and up during midweek prime time, compared with 26%, 26% and
28%, respectively, of the Mexican audience share during midweek prime time.

Television Advertising

General Information

For the financial year ending December 31, 2004, approximately 94% of the net income of TV Azteca was generated from the sale of national

and local advertising. TV Azteca offers two basic advertising payment plans: the Azteca Plan and the Mexican Plan. TV Azteca sells the Azteca
Plan and the Mexican Plan throughout the year via contracts executed between TV Azteca and its advertising clients for a specific period. TV

Azteca offers its clients the option to purchase a fixed amount of advertising time for an established price. To establish the advertising rates, TV
Azteca considers, among other factors, the rates offered by its competition and the probable effect of rate increases on the advertising volume.
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TV Azteca sold a total of 80%, 82% and 87% of the total available advertising time on its networks during midweek prime time in 2002, 2003

and 2004, respectively. TV Azteca uses a variety of means to utilize the unsold advertising time. TV Azteca executed advertising contracts with
some of its subsidiaries, under which TV Azteca agreed to place a certain amount of otherwise unsold advertising time at the disposal of these
subsidiaries each year (See Administration Transactions with Related Parties and Conflict of Interest ). In addition, TV Azteca sells part of the
otherwise unsold advertising time to shared-risk advertisers and to companies that produce infomercials, to improve its operating profits and

cash flow. TV Azteca also uses the unsold advertising time to broadcast promotional announcements for its programming and to broadcast
governmental and public service announcements (See The Company Description of Business  Principal Activity, Channels of Distribution,
Principal Assets and Market Information ).

Adbvertising Advances and Sales of Spaces

An important component of TV Azteca s advertising advances consists of presales of advertising time made in the fourth quarter of a calendar
year for advertising that will air during the next calendar year. On December 31, 2002, the balance of TV Azteca s advertising advances was
Ps.$4.863 billion, which represented 63% of its net advertising income in 2003. On December 31, 2003, the balance of TV Azteca s advertising
advances was Ps.$5.158 billion, which represented 62% of its net advertising income in 2004. On December 31, 2004, the balance of TV

Azteca s advertising advances was Ps.$5.041 billion (US$447.5 million), of which the majority will air in 2005. The advertising spots are all the
other contracts for advertising time (except contracts executed for shared-risk advertisements and infomercials).

Payment Plans

For the Azteca Plan, advertisers are generally required to issue payment in full within the four months after the date on which they sign an
advertising contract. Conversely, the Mexican Plan offers flexibility, permitting advertisers to pay for advertising by making a cash deposit that
varies from 10% to 20% of the advertising commitment, with the balance payable in installments over the term of the advertising contract, which
is generally for a one-year period. The advertising rates offered to advertisers are lower under the Azteca Plan than under the Mexican Plan.
Until December of 2000, the advertising rates under both plans were established for the term of the contract. Beginning in January of 2001, in
accordance with its new price plan, TV Azteca increased its advertising rates each quarter by the increases established in its contracts executed
with advertisers. No adjustments are made for inflation during the term of a contract.

Once these are deposited, TV Azteca has full use of the funds paid in advance under the Mexican Plan and the Azteca Plan. On or around the
contract date, TV Azteca generally requires advertisers that pay under the Mexican Plan to present short-term no-interest promissory notes for
each installment. An advertiser that participates in the Azteca Plan or in the Mexican Plan may select the television programs and slots, based on
availability, on which its advertisements will appear. Any unused commitments are transferred to the next financial year until these are
completely used up by the advertiser, although, with the exception of the infomercial contracts, no amounts are transferred beyond the expiration
of the period covered by the contract.
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The following chart establishes the percentage of TV Azteca s advertising sales and presales under the Azteca Plan and the Mexican Plan for the
financial years ending December 31, 2002, 2003 and 2004 (See Financial Information ~Comments and Analysis from the Administration on the
Operating profits and Financial Position of the Issuer ).

PERCENTAGE OF
TOTAL ADVERTISING SALES
FINANCIAL YEAR ENDING

DECEMBER 31 OF

2002 2003 2004
Azteca Plan 55% 52% 57%
Mexican Plan 45% 48% 43%
PERCENTAGE OF TOTAL
PRESALES
FINANCIAL YEAR ENDING

DECEMBER 31 OF

2002 2003 2004
Azteca Plan 64% 66% 67%
Mexican Plan 36% 34% 33%

Price plans

To offer additional flexibility to advertisers, TV Azteca offers prices at cost per rating point to the Mexican television advertising market.
Cost-per-rating-point prices, one of the most widespread methods of establishing advertising prices outside of Mexico, permit an advertiser to
purchase advertising time based on the ratings of the television programs during which their advertisements are broadcast. TV Azteca s principal
competitor, Televisa, does not offer its advertisers the opportunity to purchase advertising time at cost per rating point, which TV Azteca feels
gives it a distinct advantage for attracting and retaining advertisers on its networks.

Local Sales

TV Azteca has executed contracts with local companies, under which local advertising spots are inserted into the local broadcasts of 17 of its 44
local stations instead of the national advertising spots broadcast by the principal stations in Mexico City (See The Company Description of
Business  Principal Activity, Channels of Distribution, Principal Assets and Market Information ). These contracts give TV Azteca the right to
receive the majority of the income from any local advertising on these local stations. TV Azteca permits the insertion of local advertising only
during the periods in which TV Azteca has scheduled local advertisements on its principal stations in Mexico City. During these periods, TV
Azteca broadcasts a different advertisement on its repeater stations. TV Azteca operates the 27 remaining local stations without local partners.
The advertising income generated by all of TV Azteca s local stations represented 18%, 20% and 20% of its total advertising sales for the
financial years ending December 2002, 2003 and 2004, respectively.

Infomercials, Shared-risk Advertisements and Integrated Advertising
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TV Azteca sells part of its otherwise unsold advertising time to shared-risk advertisers and to producers of infomercials. For infomercials, TV
Azteca charges a fee for the time that the advertisement lasts. However, TV Azteca does not receive income from the sale of the products shown
during the infomercial. Conversely, with shared-risk advertisements, TV Azteca does not receive advertising fees for the time that the
advertisement lasts. Instead, TV Azteca receives a
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percentage of the gross sales of the product or products offered for a negotiated period. For example, TV Azteca broadcasts advertisements for
musical recordings at a minimum costs or at no cost, under contracts that give TV Azteca the right to receive a share of the sales of the
recordings for a certain number of months after the broadcast of the advertisements.

TV Azteca also receives income from integrated advertising in the form of product placements during the broadcast of TV Azteca s
internally-produced programming. For the financial year ending December 31, 2002, the income from shared-risk advertisements, infomercials
and integrated advertising amounted to Ps.$29 million, Ps.$222 million and Ps.$1.095 billion, respectively, for a total of Ps.$1.346 billion; for
the financial year ending December 31, 2003, this income was Ps.$28 million, Ps. $103 million and Ps.$1.472 billion, respectively, for a total of
Ps.$1.603 billion; and for the financial year ending December 31, 2004, this income was Ps.$26 million (US$2.3 million), Ps.$97 million
(US$8.6 million) and Ps.$1.613 billion (US$143.2 million), respectively, for a total of Ps.$1.736 billion (US$154.1 million). The total
advertising income from the aforementioned categories represented 18%, 21% and 20% of TV Azteca s net income in the financial years ending
December 31, 2002, 2003 and 2004, respectively.

Exchange Sales

Periodically, TV Azteca carries out exchange transactions with third parties, under which it exchanges advertising time for goods and services, a
significant part of which is used in its operations. These types of advertising sales represented 2%, 4% and 4% of TV Azteca s total advertising
sales in the financial years ending December 31, 2002, 2003 and 2004, respectively. TV Azteca has also executed exchange contracts,
particularly with some of its subsidiaries, to obtain the value of the otherwise unsold advertising time.

Program Sales

TV Azteca generates income through the sale of the rights to broadcast its internally-produced programming abroad. In 2002, 2003 and 2004,
TV Azteca exported 13,940, 20,644 and 17,438 hours of programming (excluding export sales to the United States), respectively, and generated
sales for US$10.1 million (nominal), US$ 12.1 million (nominal) and US$ 10.6 million (nominal), respectively. The sale of the rights to
broadcast its internally-produced programming permits TV Azteca to make use of its programming archives that have already been paid for in
Mexico. TV Azteca has exported its internally-generated content to more than 100 countries. TV Azteca has granted AIC the right to broadcast
any of its programming in the United States.

In 2002, 2003 and 2004, TV Azteca exported 6,467 hours of programming to the United States, generating net sales, including to EchoStar, of
US$2.7 million (nominal), US$2.6 million (nominal) and US$2.7 million (nominal). The amounts for sales from 2003 and 2004 exclude sales
made through Azteca America.

EchoStar Contract

In March of 2000, TV Azteca executed a programming contract with EchoStar, a United States DTH satellite broadcaster. Under this contract,
basically, TV Azteca provided a satellite signal to EchoStar with Azteca 13 Programming and EchoStar had the exclusive right in the United
States to distribute Azteca 13 Programming via DTH satellite technology.
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The EchoStar contract had an initial term of three years. On December 12, 2002, EchoStar extended the term for an additional year, and on
December 17, 2003, EchoStar notified TV Azteca of its intention to extend the term until March of 2005. In 2002, 2003 and 2004, EchoStar paid
TV Azteca US$2.5 million, US$2.5 million and US$2.5 million, respectively, under this contract. In June of 2002, EchoStar filed a lawsuit
against TV Azteca in which it primarily claimed that TV Azteca was in violation of certain exclusivity provisions of the programming contract.

In March of 2005, Azteca International Corporation, a subsidiary of TV Azteca, signed a new affiliation agreement with EchoStar, under which
EchoStar will receive the satellite signal that contains the programming of Azteca America. EchoStar will have the exclusive right in the United
States to distribute this programming via DTH satellite technology. Azteca International Corporation will retain the rights to distribute its
programming through other distribution media.

Under the new affiliation agreement, Azteca America will be able to be seen nationally via satellite television in the USA. The agreement
provides that the Azteca America channel will be available as part of the DISH Latino programming packages of EchoStar. EchoStar also
obtained the right for a 24-hour live broadcast of the musical reality show La Academia 4 on another of EchoStar s channels.

With this new agreement, TV Azteca and EchoStar agreed to terminate the programming Contract executed in 2000, put an end to their legal
disputes in the United States and mutually released each other from all claims and lawsuits relating to this 2000 contract (See The Company
Description of Business Judicial, Administrative or Arbitration Proceedings ).

Alta Empresa

In December of 2001, TV Azteca and Alta Empresa Holdings, B.V. ( Alta Empresa ), its Dutch subsidiary at 100%, executed a contract for the
marketing and sale of TV Azteca s programming in the United States. Under this contract, TV Azteca agreed to provide its programming and
Alta Empresa agreed to manage all the activities involved in the marketing and sale of TV Azteca s programming throughout the United States.
Initially, Alta Empresa may only market and sell TV Azteca s programming in the United States, which it is currently doing through a contract
executed with AIC. The contract executed between TV Azteca and Alta Empresa has an initial term of 30 years, which may be terminated at any
time by TV Azteca and Alta Empresa. Based on its relative contributions, TV Azteca has the right to 99% of the net profit from the marketing
and sale of its programming throughout the United States, and Alta Empresa has the right to the remaining one percent.

Cost Management

TV Azteca manages its operating costs in a disciplined manner, and, therefore, it has obtained operating profit margins of 42%, 41% and 39%
for the financial years ending December 31, 2002, 2003 and 2004, respectively. The decrease in the profit margin in 2004 resulted mainly from
an increase in the total programming, production and broadcasting costs of Ps.$471 million (US$41.8 million), principally reflecting increases in
the costs of Azteca America. Likewise, sales and management expenses increased by Ps.$77 million (US$6.8 million), principally due to
accessory expenses related to compliance with the securities laws of the USA. TV Azteca has implemented, and it will continue to maintain,
strict cost-control initiatives relating to its internally-produced programming and the acquisition of purchased programming. For its
internally-produced programming, these initiatives include establishing
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clearly-defined profitability goals for each phase of the production process, maintaining strict controls on hiring decisions and controlling talent
costs by contracting members of the TV Azteca acting school cast. In addition, for its purchased programming, TV Azteca concentrates on
acquiring programs that it believes will result in a greater number of viewers in its target audiences and will generate significant advertising
income in relation to the fees paid for the programming.

Other Operations

TV Azteca has invested in the internet market through Todito.com.? TV Azteca is also the owner of a record company, Azteca Records, S.A. de
C.V. ( Azteca Records ). Since 2003, Azteca Records has reduced its recording operations and entered the event promotion business. In addition,
TV Azteca has an investment in Club Atlético Morelia, a professional soccer team in Mexico.

Azteca International Corporation

General Market Overview

According to figures from the July 2002 census, it is estimated that the Spanish-speaking population in the United States is approximately 37.4
million people, or approximately 13% of the United States population, making it the principal minority ethnic group in the United States.
However, estimates at the close of 2004 put the Hispanic population at 43.5 million inhabitants. The Spanish-speaking population in the United
States is one of the fastest-growing population segments in the United States, growing at approximately five times the non-Spanish-speaking
population rate. The Spanish-speaking population grew 58% in the period from 1990-2000, compared with a 13% increase in the total
population of the United States. Spanish-speaking persons represented 40% of the growth of the total population of the country. In addition,
according to industry sources, from 1997 to 2001, the advertising spending aimed at the Spanish-speaking community in the United States grew
at an average annual compound growth rate of 9.5%, compared with the average compound growth rate of 4.1% for the general advertising
market. However, the advertising spending aimed at the Spanish-speaking community in the United States continues to be a small fraction of
total advertising spending in the United States. For example, in 2001, the buying power of the Spanish-speaking population represented 8% of
the total buying power of the United States, but the advertising spending aimed at the Spanish-speaking population in the United States
represented only 2% of the total advertising spending in the United States.

The spin-off of Todito was approved at the extraordinary meeting of the shareholders of Todito held on May 31, 2005, and Todito no

longer exists as a result of the spin-off, giving birth to two corporations under the names AZTECA WEB, S.A. de C.V. ( AZTECA WEB )
and TODITO CARD, S.A. de C.V. ( TODITO CARD ), which will be the companies spun off. Once this spin-off is effective vis-a-vis third
parties, in accordance with the requirements of Sections V, VI and VII of Article 228 Bis of the LGSM, TV Azteca will remain the

majority shareholder of AZTECA WEB, and UNIVERSIDAD CNCI of TODITO CARD.
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Station Affiliations

In July of 2001, TV Azteca launched Azteca America, a new Spanish-language television broadcasting network in the United States. Through
AIC, its subsidiary at 100%, TV Azteca establishes affiliate relationships with television broadcasting stations in the United States markets that
have a significant Spanish-speaking population. In addition, AIC executed distribution contracts with cable operators in the United States.

As of May 2005, AIC has station affiliation agreements with open television broadcasting stations in markets that cover approximately 77% of
the Spanish-speaking population in the United States. The Nielsen coverage is 70% and the open broadcasting sites include stations in the
television markets of Los Angeles, New York, Miami, Houston, Chicago, San Antonio and San Francisco. In accordance with these station
affiliation agreements, the stations have been granted exclusive licenses for the open broadcasting of Azteca America Programming in their
respective markets. These agreements have terms of ten years and may be renewed automatically for a specific duration. In exchange for this
programming, AIC receives the net advertising income from a percentage of the advertising time available through its affiliate stations.

Alffiliations with Pappas Stations

History

In 2001, AIC executed station affiliation agreements with subsidiaries of Pappas Telecasting Companies ( Pappas ) in the television markets of
Los Angeles, San Francisco, Houston and Reno. When AIC executed station affiliation agreements with Pappas Telecasting of Southern
California LLC ( Pappas Southern California ), operator of its affiliate in Los Angeles, TV Azteca became a party to the loan agreements and
AIC became a party to a capital option agreement that gave it the right to acquire a capital interest in Pappas Southern California. Additionally,
for the execution of the station affiliation agreements with subsidiaries of Pappas in the television markets of San Francisco-Sacramento and
Houston, AIC acquired a 25% interest in each of the television stations for a total purchase price of US$70.6 million.

In July of 2002, a controversy arose between AIC and Pappas with regard to the exercise of the purchase option for the Los Angeles station. In
addition, Pappas maintained that AIC was in violation of some of its obligations under the station affiliation agreements that govern the
television stations in Los Angeles, San Francisco, Houston and Reno. On February 13, 2003, TV Azteca announced that a final resolution
agreement had been executed that resolved all the pending lawsuits and controversies between TV Azteca and Pappas. For a description of the
lawsuit of Pappas and AIC and the resolution of the pending claims, (See The Company Description of Business Judicial, Administrative or
Arbitration Proceedings ).

In connection with the resolution agreement, AIC and Pappas executed certain agreements that will govern their future relationship. These
agreements include a new promissory note issued by Pappas in favor of AIC, a local marketing agreement ( LMA ) that governs, in some
circumstances, AIC s operation of its subsidiary in Los Angeles and a purchase option agreement that grants AIC the right, subject to obtaining
of all the necessary approvals and applicable legal limitations, to acquire all the assets of the Los Angeles station. Besides these contracts,
Pappas and AIC amended their existing station affiliation agreements and executed new station affiliation agreements.
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The New Promissory Note from Pappas

Under the resolution agreement and related contracts, Pappas reacquired AIC s 25% ownership share in its affiliate stations in Houston and San
Francisco. In addition, the unpaid secured indebtedness in the amount of US$53.7 million owed to TV Azteca by Pappas Southern California
was cancelled, together with AIC s option to acquire a shareholding in Pappas Southern California.

As consideration for the reacquisition of the holdings in its subsidiaries and the cancellation of its indebtedness, Pappas issued AIC a promissory
note for the principal of US$128.0 million, which is secured by the assets of the Los Angeles station (the New Promissory Note from Pappas ).
The initial maturity date of the New Promissory Note from Pappas was June 30, 2003 (the Initial Maturity Date ). Because Pappas did not pay
the New Promissory Note from Pappas before June 30, 2003, the principal of the New Promissory Note from Pappas was increased to US$129.0
million. The New Promissory Note from Pappas may be paid in advance, in full or in part, at any time, and it will accrue interest at an annual

rate of 11.6279% beginning on and after the initial maturity date, except as specified below.

If the LMA is terminated in accordance with certain specified events and AIC does not exercise the Los Angeles purchase option in a timely
manner after the termination of the LMA, AIC will have the right to demand the repayment of the New Promissory Note from Pappas on the
initial maturity date of the New Promissory Note from Pappas and two years after the third anniversary of the validity of the Los Angeles
purchase option. Otherwise, if the purchase option is not finalized in a timely manner after exercise thereof, AIC may, under certain
circumstances, require that the New Promissory Note from Pappas be paid two and one half years after the date on which the right to exercise
the Los Angeles purchase option expires.

Local Marketing Agreement

AIC and Pappas also agreed that, if the New Promissory Note from Pappas was not paid on or prior to the Initial Maturity Date, then, beginning
on July 1, 2003, the operation of the Los Angeles station would be subject to the terms and conditions specified in the LMA. Beginning on July
1, 2003, the Los Angeles station has been operated by an American company, KAZA Azteca America, Inc., which is a subsidiary at 100% of
AIC.

The LMA has an initial term of three years and will remain in force until the New Promissory Note from Pappas is paid in full. Under the LMA,
AIC provides programming and services to the Los Angeles station, and it has the right to keep all the advertising and other types of income
generated by the operation of the Los Angeles station. During the initial three-year term of the LMA, AIC pays Pappas Southern California an
annual amount of US$15.0 million. The payment of this amount has been guaranteed by TV Azteca.

The payments by AIC under the LMA are compensated dollar for dollar by the amount of interest payable under the New Promissory Note from
Pappas. Therefore, if during the initial three-year term of the LM A Pappas Southern California does not make principal payments in accordance
with the New Promissory Note from Pappas, then AIC will not be required to make any cash payments in accordance with the LMA. After the
expiration of the initial three-year term of the LMA, the annual payment for the LMA will increase to US$24.6 million, part of which will
continue to be subject to compensation against the interest payment obligation of Pappas, until the New Promissory Note from Pappas is paid in
full.
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For the resolution of any future disputes between AIC and Pappas Southern California that may arise in the operation of the Los Angeles station
under the LMA, the parties have appointed an attorney affiliated with a law firm headquartered in Washington, D.C., who has experience in
Federal Communications Commission ( FCC ) matters and who, upon request, will arbitrate all disputes between the parties, including disputes
involving FCC matters (the Authorized Arbitrator ). The decisions of the Authorized Arbitrator s expert will be binding on both parties.
However, if the matter in dispute is related to FCC rules or regulations, the parties will be permitted to seek a ruling from the FCC on this

matter, and the decision of the FCC will be final and binding on both parties.

Because the New Promissory Note from Pappas was not paid in full before the Initial Maturity Date of June 30, 2003, the LMA entered into
force on July 1, 2003. The LMA may be terminated (i) at the close of the purchase option for the assets of the Los Angeles station, or (ii) upon
submission of a petition for bankruptcy by one party to the LMA, or (iii) after the ruling from the Authorized Arbitrator that one party is in
violation of the LMA, or (iv) when the New Promissory Note from Pappas is paid in full.

Under the LMA, AIC has agreed, subject to receiving regulatory approval, to pay up to US$3.0 million for the installation, construction and
acquisition of the broadcasting installations necessary to operate a digital television channel in the Los Angeles market. However, if the FCC s
expert determines that any surplus costs are reasonable, the financial obligations of AIC relating to this project may exceed US$3.0 million. If by
the third anniversary of the date on which the purchase option for the Los Angeles station may be exercised, (i) AIC has not closed the purchase
option, and (ii) Pappas Southern California has not paid in full the principal and interest owed for the New Promissory Note from Pappas,
Pappas Southern California will be required to reimburse AIC for the costs incurred in the development of the digital television channel. The
total amount of the reimbursement obligation will be added to the principal outstanding at that time for the New Promissory Note from Pappas
and will be secured by the assets of the Los Angeles station.

Purchase Option for the Los Angeles Station

Under the LMA, AIC will also have the option, subject to receiving all the necessary approvals and applicable legal limitations, to purchase all
the assets of the Los Angeles station, including its FCC license. This purchase option must be exercised, subject to limited exceptions, at least
six months prior to the third anniversary of the effective date of the option contract (that is to say, January 1, 2006). The total purchase price of
the assets is US$250.0 million, plus some specified liabilities. The purchase price payable for the assets may be compensated against all the
amounts outstanding at that time under the New Promissory Note from Pappas. In the event that the LMA is terminated due to governmental
disapproval of its validity or AIC s violation of the LMA, as determined by the FCC s expert, the period during which AIC may exercise the
purchase option will be shortened.

The completion of the purchase option transaction will be subject to some governmental submission requirements. AIC is allowed to assign its
rights pertaining to the purchase option to a qualified third party in order to obtain any necessary approvals. According to applicable FCC rules,
AIC has the right to hold up to a 25% interest in an entity that holds a United States television broadcasting license.

45

63



Edgar Filing: TV AZTECA SA DE CV - Form 6-K

Amended Station Affiliation Agreements

AIC s station affiliation agreements executed with subsidiaries of Pappas in the Los Angeles, San Francisco, Houston and Reno markets were in
force throughout 2004 with certain modifications, except for the Los Angeles station. The distribution of the income under the station affiliation
agreements changed to an arrangement of division of the marketable time by both parties at 50%, for which reason the advertising time of the
network will be divided equally. AIC exercised the option to extend these amended station affiliation agreements in June of 2004, after which
these station affiliation agreements are automatically renewable for additional six-month periods, subject to the termination provisions contained
in the station affiliation agreements. As in the case of the LMA, the Authorized Arbitrator is also authorized to resolve conflicts under the
amended station affiliation agreements.

As part of this agreement, AIC agreed to indemnify the subsidiary stations of Pappas for any damage awarded to EchoStar from any subsidiary
stations of Pappas, for the costs of defending these actions (including legal fees), for reasonable indirect expenses incurred in obtaining
alternative programming and, in some circumstances, for the loss of profit. However, TV Azteca reached an agreement with EchoStar that puts
an end to the legal disputes (See The Company Description of Business Judicial, Administrative or Arbitration Proceedings ).

In general, the amended station affiliation agreements may be terminated by either of the parties, subject to compliance with the corresponding
notification provisions, (i) if a petition for bankruptcy from one of the parties to the station affiliation agreement is filed, or (ii) after
determination by the Authorized Arbitrator that one of the parties is in violation of the station affiliation agreement.

The station affiliation agreements were extended until June 30, 2004, establishing that in the event that neither of the parties terminates the
agreement via a 90-day advance notice effective June 30, 2004 or prior to the expiration of any renewal, the agreement will be automatically
renewed for six-month periods.

New Stations

The subsidiaries of Pappas and AIC have also executed station affiliation agreements for various small television markets.

Internet Operations

Todito.com

In February of 2000, TV Azteca acquired 50% of the capital stock of Todito, a Mexican company that operates a Spanish-language internet
portal (www.todito.com) and an internet connection service (www.toditocard.com and www.toditoilimitado.com) aimed at Spanish-speaking
individuals in the United States and Mexico. TV Azteca also operates a cooperative site on the network (www.tvazteca.com.mx), which is
hosted and managed by Todito and is used to promote the artists and programs of TV Azteca.

64



Edgar Filing: TV AZTECA SA DE CV - Form 6-K

Grupo TV Azteca, a subsidiary of TV Azteca at 99.99%, is the owner of 50% of the capital stock of Todito. Grupo TV Azteca holds 4,449,000
shares of Series A Common Stock from the fixed capital stock of Todito and 1,984,000 shares of Series D-A Common Stock from the variable
capital stock of Todito. Universidad CNCI (formerly Dataflux, S.A. de C.V.), which is controlled by Guillermo Salinas Pliego, brother of
Ricardo B. Salinas Pliego, is the owner of the other 50% of the capital stock of Todito. All the shares have a value of Ps.$1.00. The A Shares
have full voting rights and the D-A Shares have limited voting rights but enjoy a preferred dividend of 5%.
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Todito was launched in August of 1999 by Universidad CNCI (formerly Dataflux, S.A. de C.V.), a Mexican technology company that operates
the largest network of computer schools in Mexico. Todito is one of the sites most visited by Mexican internet users (more than 1,400,000
unique visitors per day) and also operates the leading prepaid internet service provider in Mexico, with more than 339,000 users.

In connection with its acquisition of the capital stock of Todito, TV Azteca executed a five-year service contract with Todito. The value of the
service contract was US$100.0 million on the date of its signing. The service contract consists of advertising time on TV Azteca s networks,
exclusive online use of TV Azteca s content by Todito and use of TV Azteca s sales staff to promote Todito with the advertising clients of TV
Azteca. The three components of the service contract were valued at US$45.0 million, US$50.0 million and US$5.0 million, respectively, on the
date of signing of the contract. Under the service contract, TV Azteca agreed to provide Todito with advertising on its Azteca 7 and Azteca 13
networks amounting to a total of 78,000 GRP. The GRPs provided for in the contract are equal to the number of commercial rating points
obtained in a 60-second broadcast of commercial messages. Todito has the right to use up to 30% of the advertising granted under the service
contract during the networks prime time. TV Azteca has also granted Todito the exclusive right to distribute TV Azteca s internally-produced
programming on the internet during the term of the service contract. Finally, the service contract stipulates that TV Azteca s sales staff will be the
exclusive seller of online advertising at www.todito.com for two years and that TV Azteca s sales staff will facilitate the contacts between TV
Azteca atelevision advertising clients and the sales staff for Todito s online advertising.

In May of 2001, Todito launched its prepaid internet access card, which works like a prepaid telephone card. The cards vary in price from Ps.$40
for 300 navigation minutes to Ps.$1,140 for a full year on the unlimited plan. The cards can be purchased online or at more than 20,000 points of
sale throughout Mexico. Since its introduction, monthly sales have increased from 5,310 cards in May of 2001 to 166,838 cards in December of
2004.

Todito reported sales of Ps.$211 million and Ps.$238 million (US$21.1 million) for the financial years ending December 31, 2003 and 2004,
respectively. Todito s sales consist of online advertising sales, the sale of its prepaid internet connection cards and electronic commerce operation
fees. Todito generated an EBITDA of Ps.$68 million and Ps.$65 million (US$5.8 million) for the financial years ending December 31, 2003 and
2004, respectively.

Via the extraordinary meeting of the shareholders of Todito held on May 31, 2005, the spin-off of Todito was approved, and Todito no longer
exists as a result of the spin-off, giving birth to two corporations under the names AZTECA WEB, S.A. de C.V. and TODITO CARD, S.A. de
C.V., which will be the companies spun off. This spin-off will be effective once the requirements of Sections V, VI and VII of Article 228 B of
the LGSM have been satisfied.
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Channel 40

In December of 1998, TV Azteca entered into a joint venture with Televisora del Valle de México, S.A. de C.V. ( TVM ) and the subsidiary of
TVM, Corporacién de Noticias e Informacién, S.A. de C.V. ( CNI ), for the operation of a television channel that broadcasts in the entire
metropolitan area of Mexico City on UHF Channel 40. In July of 2000, CNI stopped broadcasting the TV Azteca signal, as required by its
contractual obligations under the joint venture. In response to the actions of CNI, TV Azteca filed different lawsuits in Mexico against TVM,
CNI and Javier Moreno Valle, for damages and the enforcement of its purchase option right under the joint venture to acquire up to 51% of the
capital stock of TVM. For more information on the legal proceedings involving Channel 40, see The Company Description of Business
Judicial, Administrative or Arbitration Proceedings.

Music

In May of 1996, TV Azteca established Azteca Records to produce, market and distribute recorded music. TV Azteca s strategy is to use its
record company to focus on the development and promotion of new Mexican musicians and to take advantage of its promotional opportunities.
Azteca Records launched 48 records in 2001 and 54 records in 2002. For the financial year ending December 31, 2003, Azteca Records reduced
its operations in the record business and entered the event promotion business. The records of Azteca Records are distributed in Mexico, under
contracts executed between TV Azteca and Sony BMG Music Entertainment México, S.A. de C.V. and Warner Music México, S.A. de C.V.,
and internationally under contracts executed between TV Azteca and various distributors, which vary depending on the distribution territory. In
each of the financial years ending December 31, 2002, 2003 and 2004, the music operations of TV Azteca represented less than 1% of TV
Azteca s netincome.

Soccer Team

In May of 1996, TV Azteca acquired a majority interest in Club Atlético Morelia, a Mexican professional soccer team. The soccer team Club
Atlético Morelia belongs to the First Division of the Mexican professional soccer league. Each year, the team plays 38 regular-season games,
half of which are local games. In the 2000 winter season, Club Atlético Morelia won the Mexican Soccer Championship for the first time in its
history. In the 2003 winter season, Club Atlético Morelia was a finalist in the Mexican Soccer Championship.

Canal 12 de Television in El Salvador

On December 10, 2003, TV Azteca sold its interest in a television channel in El Salvador, Canal 12 de Television, which it acquired in 1997
from an unrelated party for US$6 million, and recognized a profit of Ps.$2 million (US$233,000).

Strategic Alliances

NBA Contract
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TV Azteca has had the exclusive right to broadcast NBA games in Mexico since 1993. In August of 1995, TV Azteca executed an agreement
with NBA Entertainment, Inc. This agreement, which has been extended since then, grants TV Azteca the exclusive right to broadcast NBA
games in Mexico until the end of the 2002-2003 season. The NBA has exercised its priority right to renew its exclusive broadcasting rights with
TV Azteca for the 2003-2004 season. In exchange for the broadcasting rights, NBA Entertainment has the right to a minimum guaranteed
payment per season if the net advertising income generated from the NBA games is less than or equal to US$2.3 million. NBA Entertainment
has the right to receive an
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additional 50% of any net advertising income that exceeds the amount of US$4,000,000. The amount paid to NBA Entertainment under the
terms of the NBA Contract during the financial years ending December 31, 2003 and 2004 was US$800,000 and US$871,667, respectively. TV
Azteca renewed this agreement until June 30, 2005. TV Azteca is in the process of renegotiating the exclusive right to broadcast NBA games in
Mexico.

Buena Vista Contract

In October of 1998, TV Azteca executed an exclusive three-year license agreement with Buena Vista International, Inc., an affiliate of The Walt
Disney Company, to broadcast the programming of Buena Vista on the Azteca 7 and 13 networks, which was renewed on October 1, 2001, for
another three years by Red Azteca and Buena Vista. In November of 2004, Red Azteca renewed this agreement for five more years.

Competition

General Information

Television broadcasting stations compete for advertising income and viewers with other television stations in their markets and other advertising
media, such as radio, newspapers, magazines, outdoor advertising, transit advertising, the yellow pages, direct mail, internet and home
entertainment systems (including VCRs, DVD and television game devices). Television broadcasting stations also face competition from cable
television, MMDS and DTH satellite services. These other programming, entertainment and video distribution systems may increase the
competition for television broadcasting stations through distant broadcast signals not otherwise available to the audience.

Televisa

TV Azteca s main competitor in Mexico is Televisa. Televisa, through its subsidiaries, is the largest Spanish-language media company in the
world. Televisa owns and operates Channels 2, 4, 5 and 9 in Mexico City, each of which, at different levels of coverage, is broadcast throughout
Mexico. Televisa generated a substantial majority of Mexican television advertising sales in each of the last three years.

According to information from IBOPE AGB Mexico, Televisa had a combined midweek prime-time commercial audience share in Mexico of
62%, 63% and 61% during 2002, 2003 and 2004, respectively.

DTH Providers

Pay television services generally require an initial connection fee, as well as a periodic subscription fee, but they offer a better-quality image
than traditional open television broadcasts and a greater number of channels to choose from. Under current Mexican law, cable television
services, but not DTH or MMDS satellite services, must include open television channels in a basic channel package offered to subscribers.
SKY, a DTH service provider, has the signals from the Azteca 7 and Azteca 13 networks throughout Mexico under an arrangement with TV
Azteca. Many pay television services are offered by companies that are backed by large multinational media conglomerates with substantial
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resources. Televisa is a partner of a multinational company that provides DTH services in Mexico and elsewhere. According to information from
COFETEL and INEGI, it is estimated that the penetration of pay television on December 31, 2004, was approximately 21% of all homes with
television. TV Azteca believes that pay television consumers are concentrated in the metropolitan area of Mexico City and along the
Mexican-United States border.
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Univision and Telemundo

Univisién and Telemundo are the main competitors of Azteca America in the United States Spanish-language television market. Both Univision
and Telemundo already have established networks in the United States television markets at which Azteca America is aimed and intends to be
aimed. According to industry reports, from January 1 to December 31, 2004, Univisién had a Hispanic market audience share of approximately
65.17% and Telemundo had a Hispanic market audience share of approximately 17.03% for the time slot from 6:00 a.m. to 12:00 p.m. Univisién
also owns Galavision, a Spanish-language cable network that, for the same period and according to industry reports, had a Hispanic market
audience share of 3%. Furthermore, in January of 2002, Univision launched the Telefutura network, a Spanish-language network that can be
seen on 42 open television broadcasting stations in addition to the national cable systems. According to Univision, at its launching, Telefutura
reached approximately 80% of the Spanish-speaking population in the United States.

Telemundo and Univisién each have a larger network of affiliates and greater financial resources than AIC. In addition, each of these
competitors has certain programming advantages over AIC. In 2002, NBC acquired Telemundo. As part of the acquisition, NBC provides
Telemundo with the rights to broadcast certain NBC programming in the United States Spanish-language television market. In addition,
Univisién has executed long-term program license agreements with Televisa and Corporacién Venezolana de Television, C.A., another
prominent producer of Spanish-language programming. These agreements provide Univisién with a significant amount of quality programming
that can be used to attract and retain Spanish-speaking viewers in the United States.

Azteca America also competes with some English-language broadcasters that have broadcast Spanish-language networks and that broadcast
some programming simultaneously in English and Spanish for their Spanish-speaking viewers in the United States.

Televisa currently has a dispute with Univisién relating to, among other aspects, the license agreement with Univisién. On May 9, 2005,
Televisa filed a complaint with the District Court of California, United States of America, in which it argues, among other things, that Univisién
has not performed its obligations under the programming license agreement because it has not paid certain royalties and has done some
unauthorized editing of the Company s programs. In connection with this complaint, Televisa sued for monetary compensation for a minimum
amount of US$1.5 million, release from the obligation to recover royalties for approximately US$5 million that had previously been paid to
Televisa, as well as a court order to prevent the alteration of Televisa s programs without its consent. Likewise, effective May 9, 2005, Emilio
Azcérraga Jean and Alfonso de Angoitia Noriega submitted their resignation as owner members and alternates, respectively, of the board of
directors of Univisién.*

4 Source: Annual Report of Televisa for the 2004 financial year
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Regulation

TV Azteca

Concessions

According to the Mexican Federal Radio and Television Law, a television station must have a concession granted by the SCT to broadcast at a
specific frequency. A concession consists of one or more licenses, each of which gives the concessionaire the right to operate a television
transmitter in a specific location. Each concession specifies, among other things, the power of the authorized signal of the concessionaire s
transmitter and the principal populations in its transmission range. In addition, the SCT may grant the concessionaire separate complementary
authorizations to operate transmitters within the areas covered by the primary licenses contained in the concession. These complementary
authorizations are granted to permit the concessionaire to broadcast its signal to populations that are inaccessible to the transmitters located
where required by the licenses contained in the concession. Complementary authorizations may also be granted in response to a request from
local residents in an area covered by the concession.

TV Azteca has 11 concessions for 179 channels. Nine of these concessions are related to the Azteca 7 network and include a total of 89 channels
for primary broadcasting locations throughout Mexico. TV Azteca has also obtained 124 complementary authorizations relating to the Azteca 7
network. For the Azteca 13 network TV Azteca has a sole concession that consists of 90 licenses for primary broadcasting locations throughout
Mexico and has 171 related complementary licenses. TV Azteca also has a separate concession for a sole primary broadcasting location related
to the network in the state of Chihuahua. The SCT has authorized, for a period of two years subject to renewal, TV Azteca s operation of Channel
53, a high-definition digital television channel in Mexico City, for experimental and research purposes, to rebroadcast the programming from
Channel 13 in Mexico City. Likewise, the SCT granted authorization to TV Azteca to install and operate second digital broadcasting channels,
supplementary to the primary concessions, in compliance with the policy of implementation of Land Digital Television (TDT) in Mexico, which
are channels 24 and 25 in Mexico City, D.F. and channels 31 and 33 in the city of Guadalajara, Jal., which will be installed in 2005. Once
channel 25 from Mexico City, D.F., is installed and placed into operation, TV Azteca must return channel 53 to the SCT due to its having
fulfilled the purpose for which it was granted.

Applications for acquiring a concession are submitted to the SCT, which carries out a formal review process of all the applications in question,
after which it publishes a summary of the application selected (followed by a second publication of this summary 10 days later). For a period of
30 days after the second publication, any third party may object to the granting of the concession. After the expiry of a period of 30 days, the
SCT grants the concession to an applicant. The term of the concession may be up to 30 years, although the majority of the terms are currently 18
years.

The SCT may revoke a concession if the concessionaire performs any of the following activities:

changes the location of its broadcasting equipment without the approval of the SCT;

broadcasts on a frequency other than the assigned frequency without the approval of the SCT;

transfers the concession, the rights arising therefrom or any broadcasting equipment relating thereto without the approval of the SCT;
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suspends broadcasting from its principal station for a period longer than 60 days;

takes any action that violates the terms of its concessions;

amends its bylaws and fails to comply with the Mexican Federal Radio and Television Law;

transfers, grants in pledge or allocates to or for the benefit of any foreign person in any manner, wholly or partially, the concession or any
of the rights arising therefrom or any broadcasting equipment relating thereto:

provides goods or services relating to the concession to enemies during wartime;

changes its jurisdiction to a foreign jurisdiction; or

requests protection from a foreign government, individual or entity;

does not provide the service that is the subject of the concession on a regular basis;

transfers shares of its capital stock or executes agreements that affect or encumber the Concession without prior authorization from the
SCT;

refuses, without just cause, to run the Mexican Government Time broadcasts;

refuses, without just cause, to grant the inspectors from the SCT and the Ministry of the Interior ( SEGOB ) access to its installations;

is sanctioned on three occasions for any of the following causes: (i) does not carry out the public service coverage under the terms of
condition Three of the Concession Title; (ii) does not implement the Land Digital Television technology using the A/53 standard of ATSC;
(iii) when formally assisting with the research and development projects in the country, does not provide the SCT and SEGOB all the data,
reports and documents that they request from it within the periods provided for by law; (iv) does not maintain the equipment necessary for
the operation of the stations in proper condition or does not comply with the provisions of the SCT for the elimination of interference
damaging to other systems; (v) does not use the signal transmission systems authorized by the SCT for transmitting and receiving its
broadcasting signals;

is sanctioned on three occasions within a one-year period for violations of the same obligation, in the following cases: (i) Not providing the
SEGOB and SCT inspectors with the facilities for inspection of the stations; (ii) not broadcasting the State Time with the same quality as
its normal broadcasts; (iii) marketing the State Time in any way, or within the scope of elections, not complying with the provisions of the
Federal Code of Institutions and Electoral Procedures; (iv) not broadcasting tax time or paying the 12.5% income tax; (v) in the event of
disaster, not directing the broadcasts in coordination with the proper authorities for the purpose of preventing greater damage or remedying
the damage already caused; (vi) when broadcasting programs and advertising not appropriate for children and youths, this programming
must be announced as such at the time of the broadcast in question; (vii) broadcasting advertising regulated by the Health Act without prior
authorization from the Ministry of Health; (vii) broadcasting religious advertising and programs without the authorization of the Ministry
of the Interior; (viii) broadcasting advertising or programs that constitute discrimination and violate human dignity, the purpose of which is
to nullify or diminish personal rights and liberties, and (ix) not granting the right of replication.
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If a concession is revoked for any of the reasons listed above, the concessionaire legally loses all of its assets in favor of the Mexican
government. If a concession is revoked for any other reason, the concessionaire must remove all of its broadcasting assets from their locations
granted under license. However, if this occurs, the Mexican government has the right to purchase those assets for a fair price as determined by
an independent appraiser. None of TV Azteca s concessions has ever been revoked.

The concessions may be renewed by the concessionaire at their expiration for a period of up to 30 years. The SCT generally renews the
concessions at their expiration, provided that these have been operated in substantial compliance with the governing law. All of our concessions
expire on December 31, 2021, because these were renewed by the Mexican
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Government pursuant to the Agreement published in the Official Gazette of Mexico on July 2, 2004, for which purpose technological standard
A/53 of ATSC was adopted for the transition to Land Digital Television, which shall be completed by December 31, 2021.

For this transition, the SCT will grant each concessionaire an additional channel for running digital broadcasts simultaneous to the analog
broadcasts, and at the end of implementation, the concessionaires will return one channel to the Mexican Government. TV Azteca will have the
right to 179 additional channels to run the digital broadcasts in question, which will be requested from the SCT in triennial periods until the
completion of the installation of the principal and complementary stations, at the latest, on December 31, 2021.

Supervision of Operations

The SCT and the Ministry of the Interior have the right to inspect the broadcasting operations of a concessionaire.

Television programming is not subject to judicial or administrative censorship in Mexico. However, Mexican law and regulations prohibit
programs that:

are offensive to civic religion;

are racially discriminatory;

cause corruption of the language;

violate proper practices;

constitute a defense for violence or crime; or

threaten national security, public order or cause alarm or panic to the audience.

According to Mexican regulations, the Office of Radio, Television and Cinematography, a department of the Ministry of the Interior, reviews all
television programming (except live programs) before their broadcast and classifies them according to the age group for which the programming
is acceptable. Unless otherwise authorized by the Ministry of the Interior, programs classified for adults may only be broadcast after 10:00 p.m.;
programs classified for adolescents and adults may be broadcast only after 9:00 p.m.; programs classified for the general public, including
children, may be broadcast at any time. Failure to comply with these regulations may be punished with fines that vary from an amount in pesos
equivalent to between 500 and 5,000 days of the general minimum wage in force in the Federal District on the date of nonperformance. Mexican
regulations also require that broadcasts in a foreign language be approved in advance by the Ministry of the Interior. For these broadcasts, the
Mexican government imposes a fee for each hour of rebroadcast non-Mexican programming that is authorized, an annual fee for each channel on
which the majority of the programming is produced abroad and, in some circumstances, a fee for each broadcast event that is not a Mexican
production. The effect of these fees has not been significant for TV Azteca in the past.
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Each concessionaire is required to broadcast up to 30 minutes of government programming per day that contains educational, cultural, social and
socially-oriented themes (Mexican Government Time). Historically, the Mexican Government has not used a significant part of this time. In
addition, during political campaigns, all registered political parties have the right to purchase time to broadcast political messages at rates that
are not higher than those available for commercial advertising.
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Advertising Restrictions

Mexican law regulates the type and amount of advertising that may be broadcast on television. Concessionaires are prohibited from broadcasting
advertisements that are deceptive. Advertisements for alcoholic beverages (except for beer and wine) may be broadcast only after 10:00 p.m.,
and advertisements for tobacco products are prohibited by the General Health Act. The advertising of alcoholic beverages must not be excessive
in quantity, present minors or show the actual consumption of alcoholic beverages and must be balanced by public service announcements that
promote good nutrition and hygiene. The advertisement of certain products and services, including medicines, requires the approval of the
Mexican government prior to being broadcast. In addition, the Mexican government must approve all advertisements for the lottery and other
similar games of chance.

Mexican law also regulates the amount of advertising that a concessionaire may broadcast. Not more than 18% of the broadcasting time may be
used for advertisements on any day. Station identifications also have a maximum duration of two minutes and may appear only once every half
hour, except during events whose interruption would be an inconvenience for viewers. The Ministry of the Interior may authorize a
concessionaire to temporarily increase the duration of commercial breaks. In the past, TV Azteca has obtained these authorizations for
broadcasts aired during the Christmas season.

The SCT establishes the minimum advertising rates. There are no restrictions on maximum advertising rates.

Broadcasting Tax

In addition to paying income tax, all concessionaires are subject to a tax that is payable by granting the Mexican government the right to use up
to 18 minutes daily of the concessionaire s daily broadcasting. This government broadcasting time is not cumulative; any broadcasting time not
used by the Mexican government on any day is lost. As in the case of the 30-minute requirements to which reference is made in the Section
titled Supervision of Operations above, the Mexican government historically has not used a significant part of the time available for it. In any
event, the use of the time must be distributed proportionally and equitably throughout the concessionaire s daily program, but it must not have a
significant adverse effect on the concessionaire s operations.

Foreign Ownership

There are some restrictions on the foreign ownership of shares of Mexican companies in some economic sectors, including television
broadcasting. Under the Mexican Foreign Investment Law and the Mexican Federal Radio and Television Law, foreign investors (including
Mexican companies with foreign shareholders) may not own the capital stock of Mexican television concessionaires (except through neutral
investment stocks or instruments, such as CPOs).

Border Stations

Broadcasts from television stations located on the Mexico-United States border are governed by a bilateral treaty signed by the governments of
the two countries. The Agreement for the Assignment and Use of Television Channels in the Frequency Range of 470-806 MHz along the
Mexican Border with the United States establishes criteria with which all border stations must comply with regard to the transmitter power, the
antenna height and the distances permitted from the border. TV Azteca believes that it is in compliance with all aspects of the treaty.
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Azteca America

FCC Regulations General

The United States communications industry, including the operation of television broadcasting stations and networks, is subject to federal
regulations, specifically to the Communications Act of 1934, which is currently in force, and the rules and regulations promulgated in
accordance with this Act by the FCC (the Communications Act ). This Communications Act authorizes the FCC, among other things, to
regulate some aspects of the broadcasting of programming and the relationship between the television broadcasting networks and their affiliate
television broadcasting stations.

Foreign Ownership of Television Broadcasting Stations in the United States

The Communications Act prohibits the issue of a broadcasting license to, or the holding of a broadcasting license by, a foreign company, which
is any company of which more than 20% of its capital stock is owned or nominally owned or voted by non-United States citizens or their
representatives or by a foreign government or a representative thereof or by any company established under the laws of a foreign country. The
Communications Act also authorizes the FCC, if the FCC determines that it would be for the benefit of the public, to prohibit the issue of a
broadcasting license to, or the holding of a broadcasting license by, any company controlled directly or indirectly by any other company of
which more than 25% of its capital stock is owned or nominally owned or voted by foreigners. The FCC has issued interpretations of the
existing law under which these restrictions, on a modified basis, are applied to other forms of commercial organizations, including joint
ventures.

Other Television Broadcasting Regulations in the United States

The FCC regulates television broadcasting stations, which generally must apply to the FCC for renewal of their licenses every eight years. The
renewal will be granted provided the FCC finds that (i) the station has served for the benefit of the public; (ii) there are no serious violations by
the licensee of the Communications Act described above or of FCC rules; and (iii) there have not been other violations by the licensee of this
Communications Act or of FCC rules that, considered in conjunction, indicate a pattern of abuse. The FCC also administers other aspects of
television broadcasting regulations, including the following: restrictions on the ownership of multiple media subdistributors in a market or
nationally; limits on the amount of commercial advertising during programming for children; requirements that stations air a certain amount of
informational or educational programming aimed at children; restrictions on indecent programming; and requirements that affect the availability
and cost of political advertising time. In addition, the FCC rules that govern network affiliation agreements require that a licensee of a television
broadcasting station reserve the right to refuse or reject programming from the network in certain circumstances or replace programming that the
licensee reasonably considers to be of greater local or national importance. Violations of FCC rules and regulations may result in significant
monetary losses, periodic reporting conditions, renewal of a short-term license and, in extraordinary cases, denial of the renewal of a license or
revocation of the license.

Other Regulatory Considerations in the United States

The foregoing is not intended to be a complete discussion of all the provisions of the above-mentioned Communications Act or other
congressional laws or the rules, regulations and policies of the FCC. For additional information, reference should be made to the Law itself,
other congressional laws, rules, regulations and public announcements promulgated periodically by the FCC. There are additional FCC and other
federal agency regulations and policies that regulate political broadcasts, programming of public issues, advertising broadcasts and other matters
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that affect TV Azteca s operations in the United States.
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Assets

Broadcasting, Production and Office Installations

TV Azteca s assets consist mainly of broadcasting, production and office installations, all of which are located in Mexico. The main offices of
TV Azteca, comprised of 42,250 square meters, which it owns, are located in Mexico City.

TV Azteca owns and operates all of its 344 broadcasting installations (buildings and broadcasting towers) and all broadcasting equipment
located at those installations. Approximately 28% of the sites on which these broadcasting installations are located are owned by TV Azteca, and
the rest are leased. From its privatization until December 31, 2004, TV Azteca has invested approximately Ps.$882 million in the purchase of
new transmitters.

In February of 2000, TV Azteca, along with its subsidiary, Televisién Azteca, executed a 70-year tower project contract (the Tower Project
Contract ) with a Mexican subsidiary of ATC for space not used by TV Azteca in its operations. This contract, which was approved by the SCT,
covers up to 190 of TV Azteca s broadcasting towers. In consideration for the payment of an annual fee of US$1.5 million and for a loan of up to
US$119.8 million under ATC s Long-term Credit Line (as defined in the section Financial Information ), TV Azteca granted ATC the right to
market and lease unused space from TV Azteca s towers to third parties (including to subsidiaries of TV Azteca) and to collect on behalf of ATC
all income related thereto. TV Azteca maintains full ownership of the towers and continues to be responsible for the operation and maintenance
of the towers. After the expiration of the initial 20-year term of ATC s Long-term Credit Line, TV Azteca has the right to purchase from ATC, at
fair market value, all or part of the income and assets relating to ATC s marketing and leasing rights on any date upon proportional payment of
the unpaid principal under ATC s Long-term Credit Line.

The television production operations of TV Azteca are concentrated in two production studios owned by TV Azteca and located in Mexico City:
the installations of Estudios Ajusco and of Azteca Digital. The Estudios Ajusco installations are located in the same place as the main offices of
TV Azteca.

TV Azteca acquired an office building in Mexico City in 1997, located next to its main offices, for approximately US$25.9 million, with a
mortgage loan that matured and was paid on December 18, 2003. Sources for the payment were US$5.9 million in cash from TV Azteca and
approximately US$20 million from an amortizable mortgage loan denominated in pesos with a maturity of December 18, 2008. TV Azteca has
relocated part of its programming operations to the new building and has rented part of it to third parties. One of the towers of this building is
currently being leased to Unefon under a 10-year lease agreement dated May 22, 1998, which is renewable for an additional 10-year period via
notice issued at least 180 days prior to the expiration. The annual fee payable to TV Azteca under the Unefon lease is approximately US$2.5
million (See Administration  Operations with Related Parties and Conflict of Interest ).

In October of 2001, TV Azteca acquired additional real estate in Mexico City, located next to its main offices, for approximately US$4.0
million. TV Azteca built a new parking facility for its employees and for the La Academia house on this property.
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Satellites

Pursuant to the contracts executed with Satélites Mexicanos, S.A. de C.V. dated January 1, 2002, Televisién Azteca uses the satellite
transmission services (fixed and mobile) provided to it by Satélites Mexicanos, S.A. de C.V., through the Satmex5 satellite, which is owned by
the latter. Its services are used by Televisién Azteca to broadcast its telecommunication signals throughout the country.

The service contracts executed between Satélites Mexicanos, S.A. de C.V. and Televisién Azteca have a mandatory term of 6 years, which
expires in 2007, and the annual fee for the use of its satellite capacity is approximately US$2 million.

Currently, Television Azteca is in the process of terminating the aforementioned contracts. For this purpose and in order to continue with its
operations, Televisién Azteca has executed a lease agreement for satellite capacity with Telecomunicaciones de México (a decentralized
regulatory agency of the Federal Government), for the latter to provide the service that Satélites Mexicanos, S.A. de C.V. had been providing.
The agreement with Telecomunicaciones de México is executed in 2005 and is automatically and successively renewable for annual periods.
The annual fee for the lease of satellite capacity contracted with Telecomunicaciones de México is approximately US$1.9 million.

Insurance

TV Azteca maintains extensive insurance coverage on its offices, equipment and other assets, subject to the normal deductibles and limits,
against natural disasters and other similar events.

ii) Patents, Licenses, Trademarks and other Contracts

TV Azteca is the owner of a large number of trademarks. Those that we consider to be the most important include the institutional trademarks,
i.e., TV AZTECA, AZTECA DIGITAL, AZTECA NOVELAS, AZTECA TRECE, AZTECA SIETE, FUNDACION AZTECA and ATLETICO
MORELIA.

Likewise, all the programs and soap operas produced by TV Azteca have trademarks.

In accordance with the Industrial Property Law, the trademarks do not expire if they are renewed every 10 years, as counted from the date of
submission of the application for the trademark. In our case, the majority of our trademarks were renewed in 2004. The trademarks owned by
TV Azteca are considered to be important by the company, because they are intangible assets of great value to it.

TV Azteca s contracts executed with related parties are described in the Section titled Transactions with Related Parties and Conflict of Interest
contained in the Administration Chapter.
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AIC has executed a transaction and related contracts agreement with the subsidiaries of Pappas (See The Company Description of Business
Principal Activity, Channels of Distribution, Principal Assets and Market Information ).
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iii) Principal Clients

In 2004, the most important advertisers of TV Azteca were: Ponds de México, Procter & Gamble, Teléfonos de México, Cerveceria Modelo,
Cervecerfa Cuauhtémoc Moctezuma, The Coca-Cola Export Corp., General Motors de México, Bimbo, CPIF Venture Inc., Pegaso Pcs, Bayer de
México, Cosbel, Nestlé México, Grupo Galaxy Mexicana, Nissan Mexicana, Frontier Trading Inc., Productora de Cosméticos, Kimberly Clark
de México, Bestfoods, Volkswagen de México, Smithkline Beecham México, Kellogg de México, Danone de México and Grupo Warner
Lambert, of which the five most important, in conjunction with their subsidiaries, represented 14% of TV Azteca s net income. The termination
of TV Azteca s relationship with any of its principal advertisers may have a negative effect on its operating profits.

iv) Governing Law and Tax Position

Exchange Rate Controls

Since November 11, 1991, Mexico has had a free foreign exchange market. Before December 21, 1994, Banco de México maintained the
peso-United States dollar exchange rate within a range prescribed by the Mexican government via intervention in the foreign exchange market.
On December 21, 1994, the Mexican government announced its decision to suspend the intervention of Banco de México and to permit the peso
to float freely against the United States dollar. The factors contributing to the decision included the size of Mexico s current account deficit, the
level of Banco de México s foreign currency reserves, the elevated interest rates for other currencies, especially the United States dollar, and the
decreased confidence of international investors in the Mexican economy due to political uncertainty. The decision of the Mexican government
caused a significant devaluation of the peso against the United States dollar. The devaluation caused a certain number of adverse effects on the
Mexican economy that, in turn, adversely affected the financial position and the operating profits of TV Azteca. Interest rates in Mexico
increased substantially, thus increasing the cost of loans. Additionally, in response to the adverse effects of the devaluation, the Mexican
government established a program for recovery of the economy designed to control the supply of money, increase national savings, discourage
consumption and reduce public spending in general. Foreign investment in Mexico by private sources decreased significantly.

In 2001, the peso was quoted at Ps.$9.16 per United States dollar on December 31, 2001, a decrease of 5.1% in its value since December 31,
2000. In 2002, the peso was quoted at Ps.$10.395 per United States dollar on December 31, 2002, a decrease of 13.5% in its value since
December 31, 2001. In 2003, the peso was quoted at Ps.$11.232 per United States dollar on December 31, 2003, a decrease of 8.0% in its value
since December 31, 2002. In 2004, the peso depreciated 1% at Ps.$11.151 per United States dollar on December 31, 2003. We cannot guarantee
that the Mexican government will maintain its current policies with regard to the peso or that the peso will not depreciate or will appreciate
additionally in a significant manner in the future.
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Limitations that Affect Holders of Securities

Foreign ownership of shares of Mexican companies is generally regulated by the Regulations of the Foreign Investment Law and the Law on the
National Registration of Foreign Investments (the Foreign Investment Regulations ).

The Foreign Investment Law reserves certain economic activities exclusively for the Mexican state and reserves certain other activities
(including television and radio broadcasting) exclusively for Eligible Mexican Holders, consisting of Mexican individuals and Mexican
companies whose articles of incorporation contain a foreigner exclusion clause. However, the Foreign Investment Law establishes that the
Office of Foreign Investments may authorize the issue of neutral shares or other neutral capital securities (the Series N Shares ).

In accordance with the Foreign Investment Law, the holders of Series N Shares may or may not have voting rights. If they have voting rights,
these must be limited. Series N Shares may be owned by national or foreign entities. Investments in N Shares or Securities by foreign entities are
not considered to be a foreign investment, but rather, a neutral investment.

In order to comply with these restrictions, TV Azteca has limited the ownership of its A Shares and D-A Shares to Eligible Mexican Holders and
to lending institutions that act as trustees (such as the CPO Trustee), in accordance with the Foreign Investment Law and Regulations, and TV
Azteca has obtained the authorization of the Office of Foreign Investments to issue D-L Shares, Series L Shares (the L Shares ) and the CPOs,
all of which qualify as neutral investment Shares. A holder that acquires A Shares in violation of these restrictions on non-Mexican ownership
will not have any shareholder s rights with respect to those A Shares. The D-A Shares will be subject to the same ownership restrictions as the A
Shares. However, the foregoing limitations do not affect the ability of foreign investors to hold A Shares and D-A Shares through CPOs, because
these CPOs constitute a neutral investment and do not affect the control of TV Azteca, in accordance with the exceptions contained in the
Foreign Investment Law.

The Foreign Investment Law and Regulations require that TV Azteca register any foreign owner of CPOs, or the depository applicable to any
ADRs, with the National Foreign Investment Registry. A foreign owner of CPOs that has not been registered does not have any voting rights for
the underlying shares of the CPOs, which would otherwise have voting rights or the right to receive dividends with regard to the underlying
shares of the CPOs. For this purpose, TV Azteca has registered the Depository for the ADRs and the CPOs (and the A Shares, the D-A Shares,
the D-L Shares (and, after conversion, the L Shares), as may be applicable, represented by these).

In addition, the limitations established by the Foreign Investment Law and the Mexican Federal Radio and Television Law establish restrictions
on foreign ownership of shares of Mexican companies that hold radio and television concessions, such as those held indirectly by TV Azteca.
With regard to the initial public offering of TV Azteca, TV Azteca obtained approval from the CNBV for the restructuring and subsequent
public transaction of the CPOs, and from the Office of Foreign Investment for the establishment of the Mexican trust for the CPOs (the CPO
Trust ), created in August of 1997. In accordance with the bylaws of TV Azteca and the Mexican Federal Radio and Television Law, foreign
states and governments are prohibited from owning shares of TV Azteca, and, therefore, they are prohibited from being owners or registered
owners of A Shares, D-A Shares, D-L Shares, L Shares, CPOs or ADRs. TV Azteca has been informed by its Mexican legal advisor, Jauregui,
Navarrete and Nader, S.C., that the ownership of A Shares, D-A Shares, D-L Shares, L Shares, CPOs or ADRs by pension or retirement funds
organized for the benefit of employees of state or municipal government agencies or other non-Mexican government agencies will not be
considered to be ownership by foreign states or governments for the purposes of the bylaws of TV Azteca or the Mexican Federal Radio and
Television Law.
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Taxes

The following summary contains a description of the principal consequences of the Mexican federal income tax on the purchase, ownership and
sale of the CPOs or ADRs, but it is not intended to be an overall description of all the tax considerations relating thereto. In particular, this
summary pertains only to holders that will hold the CPOs or ADRs as assets and does not refer to the tax treatment of a holder that may be
subject to special tax rules, such as banks, tax-exempt organizations, insurance companies, securities or foreign currency brokers, securities
operators that choose to use a market value adjustment accounting method for their securities holdings, persons who will hold the CPOs or
ADRs as part of an integrated investment (including a compensated risk position ) comprised of the CPOs or ADRs and one or more other
positions, certain United States expatriates or United States ex-residents, persons that have a functional currency that is not the United States
dollar or persons who are owners or are treated as owners of 10% or more of the shares with voting rights (including CPOs) of TV Azteca.

This summary is based on the Mexican tax laws in force on the date of this Annual Report, including the provisions of the treaty to prevent

double taxation executed between the United States and Mexico (the Tax Treaty ), which is subject to changes (possibly with retroactive effect).
The holders of the CPOs or ADRs must consult their own tax advisors with regard to the United States or Mexican federal tax consequences or
other tax consequences of the purchase, ownership and sale of the CPOs or ADRs, including, in particular, the effect of any foreign state or local
tax laws.

As used herein, the term American Holder means the owner of the CPOs or ADRs that is, for the purposes of the United States federal income
tax: (i) an individual who is a citizen or resident of the United States; (ii) a company or partnership that has been created or established in
accordance with the laws of the United States or any political subdivision thereof; (iii) an estate whose income is subject to the United States
federal income tax regardless of its origin; or (iv) a trust if (a) a court in the United States may exercise primary supervision over the
administration of the trust and (b) one or more American persons is authorized to control all the important decisions of the trust.

Notwithstanding the previous statement, to the extent established in the United States Treasury Regulations, some trusts existing on August 20,
1996, and treated as American persons prior to that date that choose to continue being treated as American persons and that are owners of the
CPOs or ADRs, will also be American Holders.

The term Non-American Holder will mean the owner of the CPOs or ADRs that is not an American Holder.

As used herein, the term Foreign Holder means a holder of the CPOs or ADRs that is not a resident of Mexico and that will not hold the CPOs
or ADRs or an interest therein in relation to running a business or operation through a permanent establishment in Mexico.

For Mexican taxation purposes, an individual is a Mexican resident for tax purposes if he has established his domicile in Mexico. If he has a
permanent domicile in another country, he will still be considered as a Mexican resident for tax purposes if the location of the vital economic
interests of this person is in Mexico. The location of the vital economic interests will be considered to be in Mexico (a) when more than 50% of
the gross income of this non-resident individual arises from Mexican sources of income or (b) when the center of the professional activities of
this person is in Mexico. A legal entity is a Mexican resident if it was established under Mexican law or if it maintains the principal
administration of its operations or the actual location of its administration in Mexico. It is presumed that a Mexican citizen is a Mexican resident,
unless this individual or legal entity can prove otherwise.
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If it is considered that a non-Mexican resident has a permanent establishment in Mexico, all income attributable to this permanent establishment
will be subject to Mexican taxes under the applicable tax laws.

In general, for tax purposes in the United States, the holders of ADRs and CPOs will be considered to be owners of the A Shares, D-A Shares,
D-L Shares, and the latter L Shares after their conversion, represented by these ADRs or CPOs.

The spin-off carried out by TV Azteca on December 19, 2003, was not an event subject to taxes for purposes of the income tax in Mexico.

Shareholders of TV Azteca that are not Mexican residents that receive Shares of Unefon Holdings relating to the spin-off will not be subject to
the personal income tax, the corporate income tax or the value added tax.

TV Azteca will not be subject to the Mexican income tax in the transfer of resources in favor of Unefon Holdings as a result of the spin-off,
provided that at least 51% of the shares of TV Azteca and of Unefon Holdings subscribed and paid-in with voting rights are held by the same
shareholders for a period of three years counted from the year immediately prior to the date on which the spin-off is carried out. During this
period, these shareholders must maintain the same proportion that they had in the parent company before the spin-off.

In addition, if as a consequence of the spin-off more than 51% of the assets of either TV Azteca or Unefon Holdings are monetary assets, the
spin-off will be considered for Mexican tax purposes as a redemption of taxed capital. Neither Unefon Holdings nor TV Azteca believes that this
event has occurred.

There is no stamp tax, issue tax, registration tax or similar taxes or fees that must be paid by the shareholders of Unefon Holdings in relation to
the spin-off.

With regard to the tax effects for foreign shareholders, the tax attorneys of TV Azteca in the United States informed it that the spin-off may be
an event subject to taxes when the spin-off becomes effective. However, each foreign shareholder must consult with its tax specialist about the
tax implications of the spin-off under the laws that are applicable to each shareholder.

Tax Considerations Relating to the Unsecured Promissory Notes from TV Azteca

Mexican Tax Considerations

Taxes on Interest and Principal

According the Mexican tax law and the rules promulgated thereunder that are in force for 2004, interest payments made by TV Azteca in
relation to the Unsecured Promissory Notes from TV Azteca (including principal payments above the issue price of the Unsecured Promissory
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Notes from TV Azteca that, under Mexican law, are considered to be interest) to a Foreign Holder will generally be subject to a Mexican
withholding tax taxed at a rate of 4.9%, with the understanding that the Unsecured Promissory Notes are placed through banks or brokerage
firms in a country that has executed a treaty with Mexico to prevent double taxation, are registered in the Special Section of the RNV and
comply with the various information requirements issued by the tax authorities. If the requirements are not satisfied, the applicable rate will be
10%.
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Notwithstanding the foregoing, under Rule 3.238 of the miscellaneous tax resolution issued by the Ministry of the Treasury and Public Credit
published in the Official Gazette of Mexico on April 30, 2004 (the Rule ), the tax rate will be 4.9% only if (i) the Unsecured Promissory Notes
from TV Azteca continue to be registered in the Special Section of the RNV, (ii) TV Azteca submits general information about the placement to
the Ministry of the Treasury and Public Credit in a timely manner within the first 15 days after the placement, (iii) TV Azteca submits
information pertaining to the amount of interest paid on the Unsecured Promissory Notes from TV Azteca and the date of this payment to the
Ministry of the Treasury and Public Credit within the first 15 business days of July and October of 2003 and January and April of 2004, and
declares that no party related to TV Azteca (as these terms are defined in the Rule) or shareholder with more than 10% of shares with voting
rights, jointly or separately, directly or indirectly, is the owner of 5.0% or more of the total amount of each interest payment and (iv) TV Azteca
keeps records documenting compliance with the above clauses. TV Azteca expects that these requirements will be satisfied while Rule 3.23.8
remains in force. If the requirements of Rule 3.23.8 are not satisfied, the withholding tax on the interest payment on the Unsecured Promissory
Notes from TV Azteca will be determined at the rate of 10%. According to the Rules, if any information has not been submitted, spontaneous
compliance with these rules may be carried out on or before March 31, 2004, provided that the rest of the requirements have been satisfied in a
timely manner. The Rules, together with other tax regulations, are issued annually. Therefore, no guarantee can be given that the Rules will be
extended or that equivalent rules will be issued.

According to Mexican tax law, interest payments made by TV Azteca on the Unsecured Promissory Notes from TV Azteca to foreign pension or
retirement funds will be exempt from Mexican withholding taxes, provided that the fund (i) is the actual beneficiary of the interest, (ii) is duly
established in accordance with the laws of its country of origin (regardless of the type of organization), (iii) is exempt from the income tax in
that country, and (iv) is duly registered with the Ministry of the Treasury and Public Credit for this purpose.

The holders or owners of Unsecured Promissory Notes from TV Azteca may be asked, subject to the exceptions and limitations specified, to
provide certain necessary information or documentation to allow TV Azteca to establish the appropriate Mexican withholding tax rate applicable
to these holders or owners with regard to interest payments on the Unsecured Promissory Notes from TV Azteca. If the information or
documentation specified relating to the holder or owner, if this is requested, is not provided before the payment of any interest to this holder or
owner, TV Azteca may withhold the Mexican tax on this interest payment to this holder or owner at the maximum applicable rate (currently
10.0%), but its obligation to pay additional amounts under the Bond Indenture of TV Azteca pertaining to these withholding taxes will be
limited.

Under Mexican tax law and the Rules, a Foreign Holder will not be subject to any Mexican withholding tax or similar tax with regard to
principal payments made by TV Azteca relating to the Unsecured Promissory Notes from TV Azteca.
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Taxes on the Sales of Unsecured Promissory Notes from TV Azteca

The capital gains resulting from the sale or other taxable transfer of the Unsecured Promissory Notes from TV Azteca by a Foreign Holder will
not be subject to income taxes or other Mexican taxes.

Other Taxes

A Foreign Holder of Unsecured Promissory Notes from TV Azteca will not be liable for state tax, gift tax, inheritance tax or similar Mexican
taxes with regard to its holding, nor will it be liable for the stamp tax, registration tax or similar Mexican taxes relating to the acquisition,
ownership or transfer of these promissory notes.

Tax Considerations Relating to CPOs and ADRs

Taxes on Dividends

Mexican Tax Considerations

Dividends paid to Foreign Holders relating to the Shares represented by ADRs or CPOs are not subject to the withholding of Mexican income
tax.

Taxes on the Sale of CPOs or ADRs

Mexican Tax Considerations

Deposits of CPOs in exchange for ADRs and withdrawals of CPOs in exchange for ADRs will not give rise to any Mexican tax or transfer fees.

Profit on the sale of ADRs, CPOs or Shares by Foreign Holders through the BMV or any other securities exchange located in a country that has
executed a treaty with Mexico to prevent double taxation are generally exempt from Mexican taxes. Conversely, profit on the sale of ADRs,
CPOs or Shares made by Foreign Holders through any other securities exchange are subject to the Mexican tax at a rate of 25% on the gross
amount of the transaction or 33% on the profit. The profit on sales or other taxable transfers of ADRs, CPOs or Shares made under other
circumstances would also generally be subject to the Mexican tax, regardless of the nationality or residence of the transferor.
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Under the Tax Treaty, a holder that is eligible to claim the benefits of the Tax Treaty will be exempt from the payment of the Mexican tax on the
profit from the sale or other taxable transfer of ADRs, CPOs or Shares in a transaction that is not executed on the BMV or any other authorized
securities market, provided that the holder has not directly or indirectly owned 25% or more of the capital stock of the company (including
ADRs and CPOs) at any time during the 12-month period prior to this sale or transfer.

Other Mexican Taxes

There is no inheritance tax, gift tax, estate tax or value added tax applicable to the ownership, transfer, exchange or sale of Unsecured
Promissory Notes from TV Azteca, ADRs or CPOs by Foreign Holders, even when the transfer of CPOs free of charge may, in some
circumstances, result in the imposition of a Mexican federal tax on the recipient. There are no stamp tax, issue tax, registration tax or similar
Mexican taxes or fees payable by holders of ADRs or CPOs.
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The fees paid in stock-market brokerage transactions for the sale of CPOs on the BMV are subject to a value added tax of 15%.

v) Human Resources

On December 31, 2004, TV Azteca had 5,928 persons providing services to it: 2,631 worked as independents (of which 426 worked in
production), 1,933 performed administrative functions, 274 were managers or executive officers, 315 worked in sales and 775 were unionized.
Approximately 23% of the new hires in 2004 were independent employees.

Approximately 56% of the permanent employees are represented by the television guild, and a lesser number of employees is represented by the
actors guild or the musicians guild. Under Mexican law, the terms of compensation of the contracts executed between TV Azteca and its
unionized employees are subject to annual renegotiation. All other terms of the contract are renegotiated every two years.

TV Azteca believes that its relationships with the personnel who provide services to it are good. TV Azteca has never been given notice of a
strike.

vi) Environmental Performance

Neither the operations nor the activities performed by TV Azteca are subject to any type of environmental regulation.

vii) Corporate Structure

Azteca Holdings, which is controlled by Ricardo B. Salinas Pliego, is the owner of the majority (52%) of the outstanding shares of TV Azteca
and Alternativas Cotsa®, which is a subsidiary of Azteca Holdings (at 99.99%) and is the owner of 3.0% of the total of the outstanding shares of
TV Azteca, which have full voting rights. TV Azteca has six principal subsidiaries (at 99.99%), which are a Delaware, United States company,
AIC, and five Mexican companies: Televisién Azteca, Producciones Exclusivas (formerly Azteca Digital), Grupo TV Azteca, TV Azteca
Comercializadora and Red Azteca. In addition, TV Azteca has 21 additional subsidiaries.

Besides its television broadcasting operations, TV Azteca is the owner of a 50% interest in Todito.com, a Mexican company that operates a
Spanish-language internet portal, internet connection service and electronic commerce market. Todito s web site is www.todito.conf.

5 On August 24, 2004, the merger of GRUPO COTSA, S.A. de C.V., as the surviving company and RTC CINES, S.A. de C.V.,
REMODELACION Y CONSTRUCCION, S.A. de C.V., SERVICIOS CORPORATIVOS CINEMATOGRAFICOS, S.A. de C.V. and
ALTERNATIVAS COTSA, S.A. de C.V., as the merging companies, was approved at the extraordinary meeting of the shareholders of
Grupo Cotsa (now Grupo de Desarrollo Inmobiliario Salinas), with the latter companies ceasing to exist as a result of the merger and
GRUPO COTSA, S.A. de C.V. surviving. In accordance with the provisions of Sections V, VI and VII of Article 228 Bis of the LGSM,
this spin-off will take effect on August 4, 2005.
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Via the extraordinary meeting of the shareholders of Todito held on May 31, 2005, the spin-off of Todito was approved, and Todito no
longer exists as a result of the spin-off, giving birth to two corporations under the names AZTECA WEB, S.A.de C.V. ( AZTECA WEB )
and TODITO CARD, S.A. de C.V. ( TODITO CARD ), which will be the companies spun off. Once this spin-off is effective vis-a-vis third
parties, in accordance with the requirements of Sections V, VI and VII of Article 228 Bis of the LGSM, TV Azteca will remain the

majority shareholder of AZTECA WEB, and UNIVERSIDAD CNCI of TODITO CARD.
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Until December of 2003, TV Azteca was the owner of the shares representative of 46.5% of the capital stock of Unefon and of the shares
representative of 50% of the capital stock of Cosmofrecuencias, which are now owned by Unefon Holdings, a company spun off from TV
Azteca via a decision of the shareholders at the extraordinary shareholders meeting of TV Azteca held on December 19, 2003 (See The
Company Recent Events Unefon Holdings ). On the date of this Report, TV Azteca is no longer the owner of shares of Unefon or of
Cosmofrecuencias, for which reason the investors should refer to the annual report of Unefon for the financial year ending December 31, 2004,
which is available to the public on the BMV s web site (www.bmv.com.mx).

viii) Judicial, Administrative or Arbitration Proceedings

TV Azteca

Agreement with Pappas

In July of 2001, AIC and Pappas Southern California executed a capital option agreement under which AIC was granted an option to purchase
an interest in Pappas Southern California. The option was exercised by AIC on May 21, 2002. AIC s acquisition of an interest in Pappas Southern
California was not finalized by the parties on the closing date provided for.

In July of 2002, AIC filed a complaint against Pappas Southern California in the Tribunal of the Delaware Office of Foreign Relations, which
sought to obtain the enforcement of the capital option agreement. In addition, in July of 2002, Pappas Southern California and its wholly-owned
subsidiary that holds the FCC license to operate the Los Angeles station (jointly, the PSC Entities ) filed a complaint in the state court of
California against AIC and TV Azteca, which sought to obtain a ruling that these parties had no right to acquire any part of the capital of Pappas
Southern California under the option agreement. The parties subsequently agreed to suspend the action in California. The hearings in this
judicial proceeding were scheduled for December of 2002.

Pappas also alleged that AIC had violated its station affiliation agreements executed with its subsidiaries in the television markets of Los
Angeles, San Francisco, Houston and Reno. In response, AIC filed a separate complaint in the state court of New York against Pappas Southern
California and the subsidiaries of Pappas that operate the San Francisco, Houston and Reno stations to prevent the termination of the station
affiliation agreements. The entities controlled by Pappas filed counterclaims against AIC, which sought to obtain a ruling that they had the right
to terminate the station affiliation agreements.

On November 27, 2002, TV Azteca and Pappas executed an agreement to settle all the pending cases and all related disputes. On February 11,
2003, TV Azteca and Pappas executed a transaction agreement. With regard to the resolution of these pending matters, TV Azteca and Pappas
also executed various agreements that will govern their future relationship. These agreements include a new promissory note issued by Pappas in
favor of TV Azteca, a LMA that governs, in some circumstances, AIC s operation of its subsidiary in Los Angeles and a purchase option
agreement that grants AIC the right, subject to obtaining of all the necessary approvals, to acquire all the assets of its Los Angeles subsidiary.
Besides these agreements, Pappas and AIC have amended their existing station affiliation agreements and have executed new station affiliation

agreements (See The Company Description of Business  Principal Activity, Channels of Distribution, Principal Assets and Market Information ).
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EchoStar

On June 25, 2002, EchoStar filed a lawsuit against TV Azteca in the United States District Court for the Southern District of New York.

EchoStar alleged that TV Azteca was in violation of the exclusivity provisions of the EchoStar contract because Azteca America Programming
(which contains parts of Azteca 13 Programming) was rebroadcast by certain affiliate stations of AIC on local cable systems and other satellite
systems. EchoStar sought to obtain a preliminary and permanent court order that, among other things, would prevent TV Azteca from directly or
indirectly distributing any part of Azteca 13 Programming to cable and satellite operators (other than EchoStar) in the United States. On July 9,
2002, TV Azteca executed a voluntary commitment, in accordance with which the Court declared that any new United States affiliates (signed

on July 1, 2002) would not exercise their broadcasting rights or rebroadcast consent to broadcast Azteca America Programming via cable or
DTH satellite. This commitment expired on April 13, 2003, after the Court denied EchoStar s request for a preliminary court order on April 3,
2003. On December 20, 2002, TV Azteca filed an answer, which denied the allegations of EchoStar s complaint. TV Azteca also filed
counterclaims which argued that if the Court finds that EchoStar s interpretation of the contract was correct, the contract must be rescinded due to
a unilateral error regarding the understanding of the significant terms of the contract, or due to the fact that there was no agreement regarding the
significant terms. On March 18, 2005, TV Azteca and EchoStar reached an agreement, terminated all their legal disputes and signed a new
distribution contract (See The Company Description of Business  Principal Activity, Channels of Distribution, Principal Assets and Market
Information  EchoStar Contract ).

Channel 40

In December of 1998, TV Azteca executed a strategic partnership agreement with TVM and TVM s subsidiary, CNI, for the operation of a
television channel that broadcasts throughout the entire metropolitan area of Mexico City through UHF Channel 40, for a minimum term of three
years and up to 10 years. TV Azteca agreed to pay CNI, on a quarterly basis, 50% of the earnings before interest, taxes, depreciation and
amortization ( EBITDA ), as defined in the agreement that governs the joint venture, generated by Channel 40. TV Azteca advanced US$15.0
million of this payment to CNI in a series of installments paid in 1998 and 1999. In accordance with the terms of the joint venture, TV Azteca
agreed to provide substantially all the programming of Channel 40 and to sell all the advertising time for Channel 40. TV Azteca also established
a 10-year credit line for US$10.0 million for CNI, secured by shares of TVM, with a grace period of three years for the payment of the principal
and interest. As collateral for the loan, 51% of the capital stock of TVM, owned by Javier Moreno Valle, a majority shareholder and the sole
director and C.E.O. of TVM, was granted in pledge. TV Azteca was also granted an option to purchase up to 51% of the capital stock of TVM
beginning in November of 2002, or upon the early termination of the joint venture by CNI or TVM. Under the purchase option, the sales price of
the capital stock of TVM will be based on an appraisal of 100% of the shares of TVM that is equal to the greater of US$100.00 million (which
amount increases gradually with the passage of time) or 10 times the EBITDA generated by Channel 40 for the 12 months prior to the financial
year of the purchase option, less any debt owed by TVM or CNI to TV Azteca on the date on which the option is exercised. On December 31,
2003, the debt owed by TVM and CNI to TV Azteca amounted to a total of approximately US$34.4 million, consisting of US$10.0 million
under the credit line, an advance payment of US$15.0 and US$9.4 million comprised of interest on the credit line and additional operating
expenses paid to CNIL.
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In July of 2000, CNI stopped broadcasting TV Azteca s signal as required by its contractual obligations under the strategic partnership agreement
and the Programming, Production and Marketing Agreement. In response to the actions of CNI, TV Azteca filed several complaints in Mexico
against TVM, CNI and Javier Moreno Valle for damages and for the enforcement of its purchase option right under the joint venture to acquire

up to 51% of the capital stock of TVM.

In July of 2001, the Fifth Civil Court of the Court of Appeals of the Federal District ordered CNI and TVM to pay TV Azteca and Operadora
Mexicana de Television, S.A. de C.V. ( OMT ) the approximate amount of US$35.0 million for damages. CNI and TVM appealed that judgment,
and in October of 2001, the Fifth Civil Court ruled that TV Azteca and OMT did not have the right to receive damages but ordered CNI to return
the advances paid in the amount of US$15.0 million. TV Azteca filed a petition for relief with a Circuit Court by means of which it sought to
obtain the reversal of the Court s ruling. In granting the relief petitioned by TV Azteca, the Tenth Circuit Court ordered the Fifth Court to resolve
the controversy exactly as had been proposed. Thus, in its ruling, the Fifth Court ruled that the damages claimed by TV Azteca and OMT must
be claimed under a different cause of action. TV Azteca filed a new petition for relief with the same Court, which was ruled to be inadmissible.

In July of 2002, TV Azteca filed a complaint against Mr. Moreno Valle, which seeks enforcement of the pledge on 51% of the capital stock of
TVM. In March of 2004, the Fourth Civil Court of the Court of Appeals of the Federal District issued a ruling on the petition for relief filed by
TV Azteca, in which it declared the action filed against Mr. Moreno Valle to be admissible and granted TV Azteca the authorization to sell the
shares of TVM. Mr. Moreno Valle filed a new petition for relief against this ruling, which was processed by the First Civil Court of the First
Circuit, which ruled in favor of his interests, concluding with a ruling in which the Fourth Civil Court declared the action filed by TV Azteca to
be inadmissible.

In November of 2002, TV Azteca petitioned for the bankruptcy of CNI with a Mexican court. In January of 2003, CNI filed its answer to the
complaint. This action is awaiting a ruling, with consideration of the fact that CNI was given notice of a strike by the Radio and Television
Industry Workers Guild.

In November of 2000, TV Azteca filed an arbitration complaint with the International Court of Arbitration of the International Chamber of
Commerce. In this action, TV Azteca sought to exercise TV Azteca s option to purchase up to 51% of the capital stock of TVM. TVM and Mr.
Moreno Valle filed answers to these claims. In December of 2002, an arbitration board issued a decision which concludes that the strategic
partnership and the option agreement executed by TV Azteca and CNI are valid, effective and enforceable. TV Azteca believes that this
arbitration ruling confirms TV Azteca s right to operate Channel 40 as provided for in the joint venture and to exercise its right to acquire up to
51% of the capital stock of TVM.
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Based on the arbitration ruling issued in December of 2002 by the arbitration board of the International Court of Arbitration, TV Azteca required
TVM to hand over its installations, in compliance with the Programming, Production and Marketing Agreement, and employees of TVM and
CNI handed over these installations to TV Azteca. After this event, the SCT took exclusive control of the installations and the broadcasting
signal of Channel 40.

In December of 2002, CNI filed criminal complaints against the individuals who received the possession of the broadcasting installations for
Channel 40. These complaints gave rise to the initiation of criminal proceedings that are currently pending before the Federal Court. No director
or executive officer of TV Azteca or its parent company is part of these proceedings.

In January of 2003, CNI filed a petition for relief with the Administrative District Court in the Federal District which seeks to reverse the
decision of the SCT to take exclusive control of the site and the broadcasting signal for Channel 40. The Mexican federal district court
suspended the decision of the SCT and required TVM to deposit a bond for US$5.0 million for the suspension, which TVM remitted. On
January 27, 2003, CNI regained control of the installations and the broadcasting signal for Channel 40. As of the date of this Annual Report, no
TV Azteca signal is being broadcast on Channel 40 and the operations of Channel 40 are suspended due to the exercise of the right to strike by
the workers of that company.

On February 10, 2003, the SCT imposed a fine of Ps.$210,750 (US$18,700) on TV Azteca for operating the broadcasting installations of
Channel 40 without the corresponding permission required by the SCT.

In March of 2003, TV Azteca filed a criminal complaint for fraud against Javier Moreno Valle. The complaint is currently being reviewed by the
Attorney General s Office of the Federal District and we are providing the authorities with information to support our case against Mr. Moreno.

In September of 2004, TV Azteca filed an ordinary commercial action complaint against Televisora del Valle de México, S.A. de C.V. and
Corporacion de Noticias e Informacién, S.A. de C.V., demanding enforcement of the agreement for assignment of rights and duties executed
with Televisora del Valle de México, S.A. de C.V. and Corporacién de Noticias e Informacién, S.A. de C.V., via which a subsidiary of TV
Azteca would perform the operation, marketing and production, among other things, of television Channel 40; and the payment of the damages
and interest that we incurred as a result of the interruption of the signal, until compliance therewith. This complaint is substantiated and is
pending resolution in first instance.

TV Azteca is actively seeking to exercise its rights to operate Channel 40 and believes that it will have success in its legal actions against CNI
and Mr. Moreno Valle. However, the result of these actions cannot be guaranteed. If the Channel 40 case is ruled against TV Azteca, TV Azteca
may lose the benefit of all or part of its option to purchase 51% of the capital stock of TVM, the strategic partnership agreement that permits TV
Azteca to operate Channel 40 and the income received therefrom. However, in this event, CNI would continue to have a debt with TV Azteca
amounting to approximately US$42.0 million as of this date.
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La Academia

On October 16, 2002, Gestmusic Endemol, S.A., or Endemol, filed an administrative complaint with the Mexican Industrial Property Institute

( IMPI ), the Mexican agency in charge of the registration of trademarks. Endemol alleges that TV Azteca violated certain provisions of the
Industrial Property Law because TV Azteca did not obtain authorization from Endemol for use of the trademark La Academia, and that this
unauthorized use caused confusion among the general public. Endemol seeks to have TV Azteca abstain from carrying out unfair practices in the
future that, it alleges, include the unauthorized use of the trademark registration owned by the plaintiff company, and for the IMPI to impose a
sanction upon TV Azteca for its violations. TV Azteca has denied this allegation, assuring that Endemol s trademark rights do not extend to
television programming and that the name is of such a general nature that it is not appropriate for it to have trademark protections. The final
resolution of this administrative proceeding is still pending before the IMPI. In addition, TV Azteca has requested that the IMPI declare the
trademark of La Academia to be invalid, alleging that this trademark is descriptive in nature in the class in which it is registered and of common
public use for the services that were registered.

TV Azteca believes that if the administrative claim is ruled against TV Azteca, TV Azteca may be subject to a fine of up to 20,000 days of
minimum wage in Mexico City. In addition, the risk that would be involved in a claim for damages requested by Endemol must be considered,
because if TV Azteca is ordered to pay damages, these would be for 40% of the profit it has obtained from the sales of La Academia.

Unefon

Unefon and Nortel

Beginning in the second half of 2002, Unefon and Nortel had discrepancies regarding the interpretation of the financing agreement. These
discrepancies gave rise to a dispute between both parties that began when Unefon alleged that Nortel had violated its obligations under the
financing agreement, the letter of understanding and the supply contract. As a result, in August of 2002, Unefon withheld an interest payment for
USD $6 million owed t