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) GENERAL INFORMATION

a) Glossary of Terms and Definitions.

ADS American Depositary Shares

““América Telecom”,

“AMTEL" o1 the

“Company™ América Telecom, S.A.de CV,

AMX o

Aménica Mbvil América Movil, SA de C.V. and subsidiaries ‘

Banco Inbursa Banco Inbursa S. A.,InsnmuondeBmhdnlnpleGr@oFmam
Inbursa. (Full-Service Bank

BMV Mexican Stock Exchmage

“CGT” ar “Telecom™ Carso Global Telecom, S.A. de CV.

CNBV National Banking and Securities Commission.

COFETEL Federa] Teleconmumications Commission

Provisions General Provision applicable to securities issuers and other participants
in the stock market, published in the Federal Official Gazette on March
19, 2003.

Dollars Legal tender of the U.S.

EBITDA Earnings Before Interest, Taxes, Depreciation and Amortization. Also
known as operating fow.

GCarso Grupo Carso S.A de C.V.

GFInburss Grupo Financiero Inbursa, SA de CV.

GT2000 GT2000,SA.deC.V.

MCP Mexican Institute of Public Accountants

BMPAC Asset Tax

Indeval S.D. Indeval, S.A.deC V., InsutncmnpmdDeposm&Vaioms
(Securities Deposit)

- INPC National Consumer Price Index

Toversora Bursatil Inversora Bursatil, SA. de CV. CmdeBolsa,Gmnanmm

Inbursa. (Full-Service Bank).

ISR Income Tax

LGSM General Corporation and Partnership Law
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AL

LIBOR

MV
Mancera
Mexico
PCGA

Pesos

PIB

RNV
Telecom LLC
Teleel

London Interbank Offer Rate.

Securities Exchange Law.

Mancera, $.C., Integrante de Emst & Young Global
United Mexican States

Generally Accepted Accounting Principles in Mexico
Legalcumanq of Mexico (MXP)
Gross Domestic Product.

National Share Registry.

Global Telecom LLC.

Radiomévil Dipsa, SA deCV.

“Telmex™ or “TMX”  Teléfonos de México, SA de C.V.

[Space left blank intentionally)
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b) Executive Summary

The Company was incorporsted on December 5, 2001 as the result of the spin-off from
Telecom as agreed at said corporation’s general extracrdinary shareholders’ meeting on
November 30, 2001. The objective of said spin-off was to separate, within the Company,
ownership of shares of Aménca Movil, whose main activity concerns the wireless-telephone
industry and various international investments.

As a result of said spin-off, the Company acquired all the chares representing the capital
stock of América Mdvil that had been owned by Telecom. Also as a result of the spin-off,
AMTEL was given various assets, which include: (i) the rights and obligations derived from the
Service Rendering Agreement celebrated between América Mivil and Telecom; (ii) the entirety
of the shares owned by Telecom, representative of the capital stock of Corporative Empresarial
de Conumicaciones, S.A de CV.; and (iii) the debt certificates (“Notes”) issued by Telecom
Amfricas Iwvestments Ltd and guaranteed by Bell Canada Intemational Inc., a property of
Telecom with a par value of approximately US. S927mﬂhondollam'[‘hexmpmdhalameoithe
aforementioned financial certificates was paid in foll in March 2004, and the mmterests
acknowledged were elinnnated umder the consolidation.

Once the spin-off from Telecom as the corporstion spun off from, was authorized,
AMYELsmmmvatmemwasmennmdpmnlymAmmMomLtwmsemmg
approximately 99% of its assets.

In'May 2002, pursuant to the provisions set forth by the shareholders’ mesting whereat the
spin-off was agreed, the instruments that had been issued by the Company were delivered. In said
process, Telecom shareholders received one share of AMTEL's paid-in capital stock for each
share representative of Telecom’s capital stock upon presentation and submission, in exchange,
of the outstanding titles to which they were shareholders. As said shares were deposited with the

The foregoing concinded the spin.off process consisting of the total sepamation of the
shares issued by América Mévil, ofwhzchTelecomwasﬂuheidmgempmy The Conpany’s
shares have been listed independently on the BMV since May 2, 2002.

: As of December 31, 2004, there were 3,500,645,759 entirely subscribed and paid-in
outstanding shares representing the Company’s capital stock. The share price at the close of 2004
in the securities market was $31.92 Mexican pesos per, reporting a maximum price in December
of $31 92lpershareandmmmmn}mcem1myof$1451pasham

The Company is a pure shareholder; therefore, the Company has no empl
administrative services are provided by an affiliate company. As of December 31, 2004, 6588‘/.
of América Movil shares with the night to vote were directly or Indirectly owned by the
Company. Practically all of the Company's operations are carried out by its subsidiary, América
Mévil. América Movil was incorporated in September, 2000 as part of the spin-off from Telmex,
the largest local and long-distance telephone concession holder in Mexico. América Movil was
established as a company Independent from Telmex.

Thefoﬂowingtableshows&epricevaﬂaﬁmiaﬁe&mpany’sm,asmﬂash
amount of the price and trading index, as if these were comparable indexes. The first amount
corresponds to the price at the close of the fiscal year ending on December 31, 2003, equivalent
to 100.
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The selected consolidated financial information shown below is partially based upen the
Company’s audited financial statements that were prepared by the Company and audited by
Mancera. The selected financial information shonid be read together with the audited financial
statements through Decemeber 31, 2004

AMERICA TELECOM, S.A. DE C.V. AND SUBSIDIARIES

Selected Financial Information
Thousands of Constant MXP to December 2004
(Except for the share average)
Description 2004 - 2003
Operating Eamings 134,746,797 90,401,307
Operational Profit 22,711,139 18,779,846
Majority Net Profit ‘ 5,481,414 5,139,018
Majority Net Profit per Share 1538 1.393
Tnvestments in Fixed Assets 21,228,862 23,520,032
- Deprecistion and Amortization of the Fiscal Year 19.596,906 15,004,732
Total Assets 200,339,615 160,293,236
Long-Term Debt 68,796,627 58,796,143
Consolidated Net Worth 64.422.355 64,779,901
Data
Majority Net Profit ) 5.481.414 5,139,018
Share Average (millions of shares) 3,564 3.690
Majority Net Profit per Share 1.538 1.393
Investments in Fixed Assets 21,228,862 23,520,032
¢) Risk Factors

The.Cumpmymdimmmeybeexposedwsmualchmgadmbm
and financial adjnstments that occur in the national and international market.

Below are the risk factors that the Company believes could have a majar inpact on its
operation eamnings. These should be taken into consideration by the investing public.

The risks and uncertainties described in this repart are not the only ones faced by the
Company; nevertheless, this report aims at describing the most important risks. There may be
other risks that affect its operations and activities.

The risks set forth below shall be considered together with Amnérica Mévil's risk factors,
which are described later herein.

Risks Inherent to the Company
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Risks Related to the Company’s Strategy

In line with América Telecom's business strategy, its mam assets are shares of América
Mévil. The value of the shares of América Telecom is correlated to the price of Aménica Méwl's
shares. América Movil is exposed to various risk factors that are included in Section 2 of this
report, which corresponds to the specific information concerning said company. :

. Volatility in Share Price

The Company's shares are subject to volatility. Volatility of the price of shares of
AMTEL,as&:eholdmgcompany BrdatedbothewlauhtyofAmemaanl’sshars

Risks Related to the Company’s Debt

América Telecom implements financing cperations whereby it uses Amérnica Movil shares
as a guaranty. If the price of América Movil’s shares in the securities markets decreases below
the pre-established parameters set forth in the conditions to said financing schedules, the
Company is obligated to contribute mare cash resources as a supplementsl guaranty. ,

The financial cost of Ameérica Telecom's non-consolidated debt is served with flows from
the dividends decreed by América Mévil, its principal subsidiary, and by the revenne it receives
from such for techmical and financial support. If América Movil's financial situation deteriorates.
ﬁotheatentﬂlaimsnolmgenbletopaydmdmds dxeCa::panyconldﬁcequdnypmblm
mdpmcomphmmnsﬁmalobh@nms

Approximately 77.48% of América Telecam’s non-consolidated debt as of the close of
2004 was in foreign currency, of which 67.58% is long-tenin. Tke Company’s non-consolidated
flows are in pesos; therefore, a significant vaniation in the exchange rate could affect the

Company’s capacity to pay.
Risks Related to Majority Shareholders end the Capital Structure.

As of December 31, 2004, approximately 81% of América Telecom’s shares with the right
to vote were directly or indirectly owned by the Company, whose principsl shareholders are
CadosShmHeluandmmﬂ:mofhsunmedmefmﬂv and who nmay designate the majority of
ﬂmmmbasof&ebwdof&rec@smdaﬁmthemnhnfﬂaemwmﬁmmqme
shareholders’ votes.

Risk from Being a Shareholder.

The Compan: ssharsmrepxamtedmbstanhaﬂybylﬁmb&d:ma&lmswh&‘
mddbeanskmfordme(hmny

Transactions with Affiliate Companies that Create Potential Conflicts of Interest

The Company carries out financial as well as business operations with some affiliates, with
Telmex, GFInbursa and its subsidiaries and GCarso, as part of itz ordinary course of business and
in accordance with market conditions. Operations with affiliate compamies could generate
potential conflicts of imerest. (Ses: Administration — and — Operations with Related Parties and
Conflicts of Interest s- in Section 2, Number 4, Item b) of these presents).

Risks Inherent In Operations with Subsidiaries.



The Strong and Growing Competition in the Wireless Industry Could Adversely Affect
América Movil’s Revenue and Profitability.

Amética Mévil’s wireless businesses face strong competition that generally comes from
at least another wireless service provider. Each day, it faces greater competition from multiple
providers. In addition, the corporation faces competition from land-line service providers and
each day faces greater competition from other service suppliers, such as cable, radio-localization
and internet providers.

Competition in the markets in which Amérnica Mdvil operates has intensified over the last
few years. The corporation foresees said competition intensifying in the futire as a result of new
competitors enteting the market, the development of new technologies, products and services,
and the tendering of new radio spectrams. In addition, América Movil foresees the tendency to
consolidate that presently dominates the wireless industry to contirme to the extent that the
companies Tespond to the need to reduce costs and obiaimn additional radio spectnmms. This
Mymmhm&emmoeofbxggucmnpﬂmswﬁgxumﬁmmnl techmical,

and other resources that compete with the corporation’s businesses. In January 2005,
Telefonica Moviles completed the acquisition of the wireless companies of BellSouth in
Venezuela, Colombia, Argentina, Chile, Ecuador, Papamd, Peri, Guatemsla, Uruguay and
Nicaragua. As 3 result of said acquisifion, Telefonica Moviles, which has significant operations
in México and Brazil and in some of the other markets in which América Mowvil participates,
became América Méwil's largest regional competitar.

Amgoﬁmﬁmgs,compemmmfAmenuMovﬂeonld.

»  grant larger subsidies for the purchase of celinlar apparatuses;

e offer larger commission to distributors;

e provide air time or other sesvices for free (such as internet access);

» expand its networks more rapidly; or

+ develop and lsunch new wireless technology with greater spesd.

América Movil foresees that the competition will obligate it to increase its publicity
expenditures and to reduce the price of its services and celhiar-telephone apparatuses. In

addition, in some of the markets where América Movil operates, portability requiremsents have
been introduced whereby users can change wireless-service providers without the need to change

mumber of choices for users, possible confusion among consumers, and greater client tumover
among different campetitors, which could canse América Movil difficulty in retaining its present
subscribers and attracting new clients. Costs related to attracting new subscnbers also could
continoe to increase, which would lead to a decrease in América Méwvil's profitability despite
growth in the number of subscribers.

América Mévil's ability to compete successfully will depend on the quality of its

. mgmmswmmpmiﬁmteﬁngmdimabﬁymﬁmmdmdwﬂndiﬁmn

competition factors that affect the telecommunications indnstry, inclnding the svailability of new
services and technologies, changes in consumer preferences, demographic shifts, the economy
and competitoss” price-discount strategies. Should América Movil not succeed in responding to
the competition and countering the decrease in prices by means of captuning new usess,
increasing the use of its services and introducing new services, its revenme and profitability could
decrease.

10
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The strategies adopted by América Méovil to counter the aforementioned high levels of
competition will be summarily important for maintaining América Movil's and, consequemly,
the Company’s, earning levels.

Governmental Regulation Could Adversely Affect the Company’s Activities.

Given that the Company is a shareholder and all its operations are cazmied out by its
subsidianies, principally América Movil, and given that América Mdwil's operations are subject
o considerable governmental repulation, the Company’s operations could be adversely affected
by legislative reforms and changes in regulatory policies. Agreements conceming the concession,
construction, operation, sale, resale and interconnection of wireless-felecommumications services
in Latin America and other countries are regulated to different extents by govermmental
authorities. Any governments] authority with junisdiction over Aménca Mévil's companies conld
a@mmmsmmd@pmmpmeaﬂymmmmmm

hparﬁadar,mgnhﬁmofﬁenﬁesﬁntopaa:omcmctmgeﬁnrmmmld
significantly and adversely affect América Movil as it would reduce its profit margins. In

Mexico, Telcel's operations are subject to considerable governmental regulstion, principally by
COFﬁTELﬂnPedsalAmUustCommmsmandﬁnFedua!Cmum&cmAgmy and

could be adversely affected by legislative refonns or measures adopted by the government.

The Department of Transportation and Commmmication is authorized to impose specific
conditions upon the rates and other aspects on any operator that the Federal Antifrust
Conmmission deems to exercise substantial power in the market in question Although no
resolution of the kind has been issued until now with respect to Mexico's wireless market, neither
América Moévil nor the Company can guarantee that, in the fisture, regulatory authorities will not
adopt a resolution in said semse with respect to Telcel or that it will not impose specific
conditions with respect to Telcel's rates snd other special conditions, such as the establishment of
additional requirements concerning divulging information or service quality. Any new provision
of this manmer could have a significant effect on América Mévil's activities and, indirectly, on
the Company.

The COFETEL is evaluating the adoption of regulatory provisions whereby “the caller
pays” " system would extend to all the calls made to cell phones in Mexico, Presently, “the caller

pays” system is applicable to calls made within a Jocal area. Pursuant to this imtistive, all xir time
wouldbepamdbyﬁxepasonplwng&ephommﬂ,mﬂmﬁngudforﬂ&lwﬁcnmwhchthe
receiver is located. There is no certainty with regard to the manner in which these provisions will
affect América Mévil's eamings should they become effective. These provisions could increase
mofhmammmdmbsmmmmammmmm
percall

Many Latin American countries have already deregniated and privstized commumication
América Mévil's operations in Argentina, Brazil, Colombta, F1 Salvador, Guatemala, Honduras
and Nicaragua were made known or became effective recenfly, Therefore, there are fow
precedents that allow América Mowil to predict the impact of these provisions omn firture
operations. In addition, Brazil’s National Telecormmmications Agency ("ANATEL™) has begum
to hold hearings to discuss the possible adoption of cost-based methods for establishing
connection fees charged by operators pertaining to the same econommic group that has substantial
power n the market It is still not clear what the bases will be to determune that an gperator
pertains to an economic group with substantial power in the market for the purpose of said
provisions. Given the magnitude of its operations in Brezil, it is possible that it be determined
that América Mévil pertains to an economic group ¢that exercises substantial power in the market.
Should these methods be adopted and should it be determined that the corporation constifutes @
economic group with substantial power in the market, revenue and eamings from América

11
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Movil's operations and from Ameérica Movil's companies in Brazil could be affected,
consequently affecting the Company’s eamings. Likewise, changes in the government could lead
to the adoption of competition, privatization and tax policies vis-A-vis conmmmmcation services,
which could adversely affect América Movil’s operations and those of its subsidianes in Latin
America. Said restrictions, which could consist in the establishment of preferences with respect
to the title to concessions and in telecommmmications shares remaining i the hands of national
investors and not foreign investors, or in the hands of the government and not the private sector,
could result in the impossibility for América Movil or its subsidiaries to contime developing
operations. These restnctions could result in lost profit for Aménica Movil and the Company or in
the need to invest in shares, whick could sigmficantly and adversely affect América Movil's
activities and eamings. (See: - Risk Factors for América Mévil ~ and — Legal System — in Section
2 of these presents).

In The Future, América Méovil Wil Have To Acquire Additional Capacity In The
Radio Spectrum Or Build Additional Connection Facilities In Mexico So As Te Expand Its
Client List And Maintain Jts Service Quality.

The radio spectrum granted as a concession is essential for Amérnica Movil's growth and
the quality of its services, m particular for GSM services. In order to use fewer spectnmms, -
América Mévil could increase the demsity of its network by means of the constuction of
additional connection facilities, which could be highly costly and would be subject to local

In 2005, América Movil acquired, by means of a public tender, 10 MHz of the 1900-
MHz spectrum in each of the mne cellular regions into which Mexico is divided. In addition,
América Movil participated in and was awarded the tender for 10 MHz of additional capacity m
three of the most important regions, but said additional capacity has still not been assigned to it
since the Federal Antitrust Commission imposed restrictions with respect to the total amount of
spectium that may be awarded to tender offerors. América Mdvil legally challenped this
restriction. América Movil cannot guarantee it will be able to acquire this additional spectnm. In
addition, the Federal Antitrust Conmmission or other third parties may come to challenge the
results of the conresponding tender if the courts declare said restrictions maduorissible.

Participation in auctions of radio spectrums is subject to previons authorization from the
pgovemment. Any restriction of América M6vil’s capacity to acquire or use radio spectrums conid
significantly affect its operations.

1t is clear from the foregoing that Amértica Movil must make vanious capital investments
that will decrease the amount of resowres susceptible to payment as dividends to the
shareholders. Likewise, government limitations on participants in the radio-spectrum market
could affect América Mévil® capacity to develop and its earnings, which subsequently would
affect the Company’'s eamings. :
América Movil’s Concessions and Licenses Can Be Revoked

In geperal, the terms of América Movil's concessions and licenses demand that the
operator comply with certmin set requirements with respect to the construction of perworks
according to a schedule and that the operator maintain certain minimum quality, service and
coverage standards. Should America Movil breach these or other requirements, it could be
subject to the revocation of said concessions or licenses, to the imposition of fines or to the
goverument’s adoption of other measures. Aménica Mowil’s capacity to comply with said
requirements is subject, in certain aspects, to factors beyond its control. América Movil cannot
guarantee that ifs intemnational operations will comply fully with the terms of Its concessions or
licenses.

12
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The Federal Telecommunications Law and the concessions granted to Telcel contsin
various provisions whereby said concessions can be revoked by the Deparment of
Transportation and Communication before their respective termination dates. Among other
things, the concessions can be revoked should Ameérica Méval breach the requirements and dates
programmed for construction of its networks or should it not maintamn certain minimum quality,
service and coversge standards, such as, for example, the case of an unjustified service
interruption or should it fail to comply with requirements applicable to connections. In addition,

‘the Federal Telscommmmirations Law confers certain rights upon the Mexican government,

including the right to revoke concessions by means of expropnation or to assume control of
Telcel’s network administration, facilities and personnel in the case of imminent danger to safety,
the country’s internal peace cor the national economy, and imminent danger of natural disasters
and severe public upheaval. The loss of any concessions could significantly and adversely affect
activities and ezmings from América Movil's operation and, consequently, the Company’s
eaImings.

América Mévil Has Invested in Countries that Have Little Experience and Could Fail
When Faced with New Challenges and Risks Inherent in Said Conatries

América Movil has invested tn a growing munber of teleconmmumications companies
dedicated to activities other than what has historically been its principal business, which is
rendering wireless-teleconmuunications services in Mexico. It plans to continue to invest in this
type of company in the rest of Latin America These companies are located in some countries in
which América Mévil has little experience and conld pose risks to which the corporation has not
bmmmlyexposeiSmcmmmbcaredmmmsﬂmtcmldpmmksﬂmm
different from or preater than those inherent to Mexico, including competition risks. Neither
América Mévil nor the Company can guarantee the success of these companies.

América Movil is Involved in Various Important Litigations

Some of América Movil’s subsidiaries are involved in important litigations that, should
they be found agrinst América Movil's imterests, could adversely affect Aménca Mévil's
activities, operating revenue, financial sitnation or prospects. In Mexico, Telcel is mvolved in
various legal proceedings for presumed monopolistic practices. América Movil camnot predict
howd:aeprwee&ngswmbemohed,mﬁwﬁmmmmmmﬁm:ouldbemsedmm
operations in Mexico should said proceedings be resolved against America Mévil's interests.
Said restrictions that could be ixposed by means of the establishment of a special system could
include substantial kmitations on América Mévil's capacity to implement operations as it does at
present. Telcel is also involved in litigations related to the calculation of its comnection rates
(Sae: Risk Factors for América Mdvil — and ~ Legal System — in Section 2 of these prasents).

Faihires in América Movil’s and Iis Subsidianies’ Systems Could Cause Service Delays
or Interruptions, Which Could Result in a Loss of Subscribers and Revenne

América Movil will peed to be able to continue providing reliable service to its clients

via s telecommumications network. Some of the rnisks to which Aménica Movil's
Wnummtwoﬂuﬂmﬁastmﬁmmuposedmdndethefoﬂcmng.

»  physical damage o access lines;

* curent interTuptions or voltage variations;

. limiﬁtiomtoheuseofradio bases;

»  software defects; and

* interruptions beyond Ameérica Mévil's control.

i3
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Failures can lead to service interruptions or reduce capacity for clients, which could
result in the loss of clienis and the need to disburse additional expenses. Said circumstances
would affect América Mévil's earnings and, as a result, those of the Company.

An Increase of the Present Deactivation Rate Could Adversely Affect América Mevil's
Operations

The cost mvolved in the acquisition of a new client is much higher than the cost mvolved
in maintaining an existent customer. Therefore, the deactivation of subscribers could significantly
and adversely affect revenne from América Méovil’s operations even when Aménca Mévil
manages to acquire one new subscriber for each subscriber lost.

Given the great majority of subscribers to América Mévil are clients with pre-paid plans,
América Méwil does not have long-term agreements therewith. During the twelve-month periods
ending on December 31, 2003 and 2004, América Movil's average monthly consolidated
deactivation rate was 2.4%. Should it be the case that Ameérica Mévil experience an increase in
its deactivation rate, its capacity to increase its revenue could be significantly affected In
addition, the generalized deterioration of the economy could result in an imcrease in América
Movil's deactivation rate, in particular among residential subscribers.

Risks Related to the Wireless Industry in General

Changes in the Fireless Indusiry Could Affect América Movil’s Future Finencial
Performance.

The wireless-commumications industry is experiencing importsnt changes. These changes
include, wmong others, legislative reforms, the dizzying pace of mcorporating digitsl
improvements to amalogne wireless systems, changes i indusGy standards, constant
improvements to the capacity and quality of digital technology, the reduction of development
cycles for new products, and changes in consumers needs and preferences. Both in Mexico and in
the other comntries wherein Ameérica Mévil operates there are unceriainties with respect to the .
pace and level of growth demanded by subscribers and to the extent to which the prices for air
time and rental of lines will continue to decrease.

, there are tinee digital techmologies for wireless communications, which are not
compatible with each other. Formerly, Telcel's digital networks and that of some of América
Movil's foreign companies used time division multiple access technology ("IDMA™) while other
foreign companies of América Méovil used code division ultiple acoess technology (“CDMA”™).
América Mévil is in the processes of introducing the global system for mobile cormmmmication
(“GSM™) in all its markets. Telcel bronght GSM service to Mexico in October 2002 and already
has begun offering said service in Argentina, Brazil, Colombia, Ecuador, Guatemala, Uraguay,
Honduras, Nicaragua and El Salvador. Should future wireless technologies that are more widely
accepted not be compatible with the technologies used by Aménica Mowil, América Movil will be
obligated to mvest in assets greater than those budgeted so as to modemize and replace its
technology and infrastractare.

Ameérica Movil Could Suffer Significant Losses as a Result of Fraud in the Use of
Wircless Services and its Inabitity to Hardle Billing Duties Efficiently

América Mévil's cellular companies suffer losses and increased expenses as a result of
unauthorized use of its analogue cellar petworks. Said costs inchude admimistrative and capital
costs related to detecting, monitoring and reducing the amomnt of frand Frand also affect
comection costs, capacity costs, admimistrative costs and payment to other operators for nop-
billable roaming services. In the fiscal year ending on December 31, 2004, Telcel reimbursed its
clients approximately 5 million pescs due to cell fraud Despite the fact that América Mévil
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aftempts to combat this problem by means of implementation of anti-fraud technologies, it canmot
guarantee said efforts will be fitful or will not lead to significant increases in fitore costs.

Cloning, which is a form of wireless fraud, involves the use of readers and other
electromic devices to iilegally obtain telephone and electronic-series mumbers during cellular
transmissions. The combinations of stolen telephone and sertes numbers can be programmed
into a cellar telephone and used to obtain undue access to cellular networks. Roaming frands
occur when a telephone programmed with a number stolen from an América Mévil subscriber
is used to make fraudulent calls from another operator’'s market, generating roaming charges for
Aménica Movil that cannotbechargedtothesubsmber

. Concerns with Respect to Health Risks from the Use of Cdluhr and Stationary
Tdephones Could Adversely Affect América Movil’s Activities

Some media report and other studies have related cellular-telephone and land-telephone
radiofrequencies with certsin health problems, including cancer, and have affirmed said
emissions interfere with electronic medical devices, such as apparatuses for the hearing-impaired
and pace makers. Although América Movil is unaware of any study that unquestionably
demonstrates that radiofrequency emissions constitite a health risk, concems with respect to gaid '
emissions could discourage the use of cellular telephones, which could significantly and
adversely affect revenue.

Government authorities could 2iso increase regnlation of cellular telephones and land
phones as a result of said concemn In addition, in the United States, claims have been filed
agamﬁsomwuelesssamepzmdmaﬂegngthmdnnseofeeﬂnhndephmsudmgmgm
health, and América Movil’s companies could find themselves involved in similar
the future_ It continually cammies out studies and research with respect to these cancerns, mdt]me
is no guaranty that fiture stmdies or investigations will not demonstrate the existence of the
relation between radiofrequency emissions and certain health probiems.

Risks Related to Occurrences in Mexico and Other Countries

Economic, Political and Secial Conditions in Latin America Conld Adversely Affect
América Movil’s Opesafions

Ameérica Movil's financial performance could be affectsd by political, econontic and
general social conditions in the countries wherein it operates. especially in Mexico, Brazil and the
cxamries of Central America. Vanious Latin American countnies, mchiding Mexico and Brazil, have
faced important political, economic and social crises in the past, which could be repeated in the
firxre. The region’s instability has been caused by different factors, including the following:

s the important influence of governments on local economies;

¢ larpe fluctuations in economic growth;

+  high infiation levels;

¢ changes m foreign exchanges;

o exchange controls or restrictions on transferring resources abroad;

*  hiph Jocal interest rates;

« price and wage controls;

¢ changes in governments” economic or fiscal policies;
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¢  imposition of commercial bamers;

» unexpected regulatory changes; and

» political, social and economic instability in general

Theedsmeofadvaseeeanumic,poliﬁulandsoda]mdidmsinlzﬁnm‘
- could inhibit the demand for wireless service and cause uncertainties in the enviromment i which
América Mévil operates, which could have a significant and averse affect on América Mévil

América Mévil's operations could be especislly affected by situstions in its two largest
markets, Mexico and Brazil Since 2001, Mexico has been experiencing a prolonged period of
slow growth, primarily as a resnult of the economic deceleration of the United States. Pursnant to
preliminary information, in 2004, the gross domestic product (GDF) in Mexico grew 4.4.% in
real terms. In 2003, the GDP grew 1.3%. Mexico has also experienced high inflation rates and
elevated interest rates. In 2004, the aumual inflation rate, measured in texms of changes in the
National Consumer Price Index published by the Banco de México, was 5.2%.

In recent years, Brazil has experienced slow economic growth alfhongh the country's
GDP in 2004 grew approximately 5.2% in real terms, compared to 0.5% in 2003. In the past,
Brazil has experienced extremely high amual inflation rates, reaching 2 489% in 1993 and 929%
in 1994, as measured in terms of Brazil's National Consumer Price Index In 2002, 2003 and
2004, Brazil's inflation rate was 14.7%, 9.3% and approximately 7.6%, respectively. In the past,
inflation, govemmeniz] measures to combat inflabon snd public speculation wath respect to
future measures have sigmficantly and negatively affected the Brazilian economy.

The Establishment of Additional Taxes and Rights On Services Offered by the
Company and on Use of Freguencies Could Affect Operating Earnings

In the past, special taxes have been levied on certain telecommunications services, as
well as taxes and nghts on the use of frequencies in Mexico, including reforms to the previous .
legal system. The establishment of taxes and rights of this natwe could adversely affect América
Mévil's activities and eamings and, consequently, those of the Company.
d) Other Securities

In May 2002, América Telecom registeyed the shares representing its capital stock in the
Securities Section of the RNV for trading on the BMV.

In addition, América Telecom has the following securities registered with the RNV

Commercial Paper.

The Company has two lines of commercial papes, one totaling $2.5 billion' pesos, which
was zmhuizedbyt;:e(',NBVmAprﬂﬂ,?ON and matures on April 15, 2005, This line was
paid out upen matunity. . .

In addition, the Company has a second line of commercial paper totaling $1.5 billion
pesos, which was authorized by the CNBV on August 18, 2004 and matures on August 18, 2005.

Said paper was placed with the support of Inversora Bursitil as the placement broker. Upon the
close of this report, said line has disposed §1.275 billion pesos.

The following shows the details of said lines of commercial paper:

! Billion: 107 {translator’s pote).

16



O

GENERAL LIST OF EFFECTIVE LINES OF COMMERCIAL PAPER
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Subsequent Event

The Company has two lines of short-term stock-market certificates, oue totaling $1.5 billion
pesos, which was authorized by the CNBV on January 14, 2005 and matures on Jamuary 12,
2006. Said paper was placed with the support of Inversora Bursitil as the placement broker.
Upon the close of this report, said line has disposed $1 billkion pesos.

In addition, fhe Company has a second line of short-term stock-market certificates totaling
$2.5 billion pesos, which was authorized by the CNBV on April 8, 2005 and matures on April 7,
2006. Said paper was placed with the support of Inversora Bursitil as the placement broker.
Upon the close of this report, said line has not been disposed.

Short-Term Stock-Market Certificates

By means of official communiqué DGE-081-23581, dated February 10, 2005, the CNBV
authorized a stock-market certificate program, for the Company, totaling $5 billion pesos, with a
matarity date of four years for the program, while the mstruments issued under said program
mature m a term between one and 40 years. For said purposes, Inversora Bursitil, S A de CV.
Caza de Bolea, Grupo Financiero Inbursa acted as the placement brokes. Upon the close of this
report, said line bas not been disposed.

The Company has submitted, both to the CNBV and the BMV, the comresponding quarterly
and ammual information pursuant to the LMV and the Provisions, including, but not limited to, the
anmual information related to the smmal ordinary shareholders’ mesting, which includes the
board of dirertors’ report to the shareholders’ meseting, the statutory anditor’s report as set forth
in Article 166 of the LGSM, the financial statements drawn up by Mancera and other applicable
information. The fmancial information reported quarterly is accunmilated and is accompanied by
the information corresponding to the same period the year prior.

Likewise, the Company has submitted, in full and on time, since the time of ifs
incorporation to date. the reports that applicable Mexican and foreign regulations require of it
with respect to siganificant events and periodic information.

¢) Significant Changes to the Rights or Shares Inscribed in the RNV

The Company's shares were imtially distributed on May 2, 2002, pursumt to the
provisions of the shareholders’ meeting whereat the spin-off from Telecom was resclved. On ssid
date, Telecom's shareholders received one paid-in share of capital stock in the Company for each
share comprising Telecom's capital stock to which they held title. As of said date, the Company
became a new issuer on the BMV, under the ticker symbol “AMTEL Serie A1”.

Since the Company’s shares were handed fo the shareholders, the rights beholden to

‘ shareholders of the shares imscribed in the RNV have not experienced significant changes.

) Public Documents

The Company’s ammal report a to December 31, 2004 was submitted pursuant to the
applicable legal of said date to the BMV and the CNBV. It is available for investors on the
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BMV's webpage (wwwbmvcommx) and abko on the Company’s webpage
(worw amtelecom com mx).

Likewise, mvestor who so which may request a copy of this repert at the Campany’s
Investor Relations Department with:

Mr. Jorge Serrano Esponda
Telephone: 56254500 ext. 1460
E-mail: jserranoe/@inbursa com.

[Space left biank intentionally]
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%) THE COMPANY
a) Issuer’s Background and Development
Name

The Company is a variable capital business corporstion duly incorporated under the laws
-of Mexico and denominated América Telecom, S.A. ge C V.

Incorporation

T he Company was incorporated as a varizble capital business corporation as certified by
public deed 108,937 dated Decemeber 5, 2001, granted under the hand and seal of Notary Public
No.llQmandfmﬂnFedemlesmm,LhImSatoBom Anda.Smdmsumnemudn!y
teoordedmﬁxe?ubthommualReg:styofﬁnFedualemtundammual

282267 dated Decemeber 13, 2001. The duration of the company is ninety-nine years as of
Decemeber 2001.

Address and Telephone Numbars

The Company’s main offices are located at Avenida Inairpentes Sw No. 3500, planta baja,
Colonia Pefia Pobre, CP. 14060, México, D.F. The Company’s telephone munber is 5244-0802.

History and Description of | Rmtvm:

On June 5, 2001, Telecom arnounced that it would begin the process to spin-off, from
Telecom,  new financial group that would acquire the entirety of the shares issued by América
Movil, owned by Telecom The foregoing was considered prudent since América Movil's
business faced regulatory and business environments that were very different those of Telmex.

By virtue of the foregoing, Telecom's general extraordinary shareholders’ meeting held on -
November 30, 2001, approved the spin-off from said corporation, giving rise to the Company,
Ihepmposeofthespmcﬁ‘wasxompmwﬂnmpamyofbcmmaTdemdedm
in order to face the challenges and opportunities presented in their respective business sectors.
Thus, as of December 2001, the Company’s main investment consisted of shares representative
of América Mévil's capital stock and was complemented with other minor investments, while
Telecom’s main investment consisted of shares representing Telmex” capital stock.

Themmbhshmtofmdxﬁaemwhhccmnpamum&wspm-oﬁ‘hasbembawﬁual
for both the Company and Telecom, since the administration and corporate strategias focus more
q:eaﬁcaﬂymﬂwmumsﬁmesspecxﬁcbwchbmmanduzhmymadma
financial strategy than reflects its particular risks and potential yields.

Since its incorporation, América Movil has designed, developed and executed a very

mbmousbnmss—expmonphanmcoandabmad,puuapmngmgmﬁum}ymthe
wireless telephone market in varions countries in Latin America.

Precedents of the Company s Subsidiaries and Associate Companies

On June 24, 1996, with the incorporation of Telecom, all Telmex shares owned by GCarso
were transfemmed to Telecom as were the options equally acquired by GCarso.
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In September 2000, Telmex announced it would spin off the celhular-telephone business
and the majority of its international mvestments, mainly in the United States and Central
Amena,mﬂnenewlymtedmmnyof&mwaMwﬁ.Thgpmposeoﬁhespm-oﬁ;awmved
by Telmex’ board of directors, was to create two companies with different adnuinistrations, each
focused on its business to quickly and efficiently capitalize on the challenges and opportunities
Mcouldmsemﬂxenmspecnvemkets Telmexshardnldmsremvednneqmlmmbaof
Aménica Mévil's shares.

in November 2000, the spin-off from Telmex became effective. Once the registration
processes for América Maovil were approved by Mexican and foreign authorities, its senies-L,
series-A shares and ADS were listed on the Mexican Stock Market, the New York Stock
Exchange and the Madrid Stock Exchange in the first quarter of 2001.

América Movil became the largest wireless provider in Latin America and one of the ten
largest wireless providers in the world Aménica Movil is comprised of the cellular-
business in Mexico and the majority of the intemnational investments made by Telmex in the last
years. In 2003, vanious strategic mvestments were an important aspect of América Mdvil's

expansion and allowed it to significantly expand its market of cellular-telephore use in Latin
America.

In 2004, América Movil increased ifs presence in Latin America, acquiring important
compantes in Latin America in Honduras (Megatel). Ecuador (Conecel), Umugnay and
Venezuela, which, together with previous investments in Colombia (Celcaribe), Brazil (BSE and
BCP), E! Salvador (CTE), Argentina (CTD and Nicaragna (ENTEL), have securad América
Movil's place among the most important wireless-service providers in the world (For more
imformation on América Mévil s most recent investmeants, see Section 2 of these presents).

Principal Ivestments
The mumber of América Movil's shares and the equity interest regarding the total number

of shares from each series that the Company owns to Msy 31, 2005, to December 31, 2004 and to
to December 31, 2003, respectively are set forth in the following.

In 2004, the Company acquired 261 million series-L shares and 29 million series-AA
shares of América Mévil, which cost a total of $5.947 billion pesos.

b) Description of the Business

América Telecom’s principal strategy consists of maintaining share participation in
América Movil and in identifying opportunities and seeking development thereof in the wireless-
telecommumications sector, primarily in Mexico, L:nnAmumandﬂxIﬁspamccommtyof
the United States.

The Company arose from a spin-off from Telecom on November 30, 2001 for the purpose

of separating activities related to the wireless-telephone sector and other international busmesses,
which are presently concentrated in Aménca Mévil
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)  Prncipal Activity
The Company is a pure holding company of shares from other companies, principally
América Mévil. Its primary operations ave carried out by it subsidiaries and consist of providing
telecommunications services at the national and imternational level to residential and business
clients that pursue a wide range of activities.

As of December 31, 2004, the shares issned by Amsrica Movil, property of the Company,
representad 84% of its total assers. América Movil is the largest wireless-communication service
provider in Latin America and ope of the ten largest in the world, with more than 61.1 million
cellulsr subscribers in 11 countries at the end of 2004. By means of its subsidiary Telcel,
América Movil offers cellular-telecommmmication services in the nine regions mto which the
territory of Mexico is divided by means of 2 network that covers approximately 36% of said
territory, inctuding the main cities, and reaches approximately 86% of the national population. As
of December 31, 2004, Telcel had 28.9 million subscribers.

In addition, América Movil participates in the telecommunications industries
Gustemala, Nicaragua, El Salvador, Ecuador, Brazil, Argentina, Colombia, Honduras, Urnguaay,
Venezuela, Spain and the United States. (See: Fnformation About América Movil in Section 2 of
these presents).

if)  Distnbution Channels

As mentioned, The Company it a pure shareholder; therefore, it does not camy out
operation activities directly. Its operations are camied out by its subsidiaries, mainly América
Movil. (Ses: Information About América Mdvil in Section 2 of these presents)

iif)  Patents, Trademarks, Licenses and Other Agreements

The Company directly does not own patents, licenses or trademarks. However, América
Mévil has various patents, licenses and trademarks registered. (See: biformation About Amdrica
Mavil in Section 2 of these presents)

iv) Principal Clients

The company does not have direct clients. Its clients are found at its subsidiaries’ level,
mainly América Movil. (Ses: Information About América Movil in Section 2 of these presents)

v)  Applicable Legislation and Taxes

The Company is subject to compliance with the laws, regulations and provisions
applicable to any variable-capital corporation, such as the Commercial Code, the LGSM, the
TMV and all tax provisions.

Govemnmental regulation could harm our international businesses, which are subject toa
wide range of regnlation that could adversely affect said businesses upon changes in laws,
regulations or regulatory policies. Any anthority with jurisdiction over our businesses can adopt
or change regulations of take actions that could adversely affect us.

América Mévil is subject to certain provisions in the General Communication Routes Law,
the Federal Telecommmmrications Law and various concessions granted to Telcel. (Ses: Legal
System in Section 2 of these presents).
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In addifion, in the Company’s ardinary course of business can be subject to economic
competition provisions, with the Federal Antitrust Law and its Regulation applicable to the

Company.
vi) Himan Resowrces

Given that the Company is a pure holdng company, it does not have employees. However,
its subsidiaries have approximately 29,122 emplovees, of whom 86% are exacutive or employees
of trust. Fourteen percent of all personnel are unionized. The Company has no direct relation with
any union whatsoever; relations with unions take place at the subsidiary level, particularly by
nmmsofAnmmexL

vii) Environmental Measures

Because the Company is solely a holding company whose only assets are comprised of
dhares in other carporations, the Company does not have an environmental policy, not does it
have environmental certificates or acknowledgements.

viii) Market Information

The Company is a pure holding company whose primary investment is directed at the
telecommunications sector. In 2004, América Telecom and its subsidiaries maintained their
leadership position in the domestic market and an important presence in various Latin American
countries, being top level participants in the teleconmmumications indnstry.

With respect to its competition due to its indirect participation in the telecommumications
sector, there are groups that have been formed and that are chamneling investments into szid
sector; said groups are from the same economic branch as the Company, both nationafly and
S iomally. .

The Company believes its leadership in the national economy, its experience in the
telecommmications sector and the capacity of its administration give it strength fir developing
the business in Mexico and Latin Amenca. Nevertheless, there are other groups that compete or
that are disposed to compete in the same markets in which América Telecom participates. (Ses:
Information About América Movil in Section 2 of these presents)

ix) Corporate Structure _
AmexsmmofemMuaMMgmy principally of
América Movil, a company in which, as of the close of 2004, it held 40.27% of the total shares

and 65.88% of the shares with the right to vote. The Company has business relationships with
subsidianies, mainly offering them techmcal and financial support, for which it receives income.
América Telecom, by means of its subsidiary América Mévil, has imvestments In
subsidiary and associated compamies in the telecommmications sector in Mexico, Guatemala,
Nicaragua, El Salvedor, Ecuador, Brazil, Argentina, Colombia, Honduras, Uruguay, Venezuela,

Spain and the United States.

The following table lists América Telecom's main subsidiaries as of December 31, 2004
and 2003:

Parlicipation to December 31,

Company Name Country 2004 2003
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Participation to December 31,
Company Name Cenntry 2004 2003
América Movil, SA. de C.V. Mexico 4028% 362%
Sercetel, S A de C V. (Sercotel) Maxico 1000 1000
Radiomovil Dipsa, SA. de CV. (Tekeed) Mexico 100.0 1000
TracFoae Wireless, Inc. (TracFone) United States 82 982
Telecom Américas, Lid: (2) (Telecom Americas)  Benmnda 738 915

ATL-Alzar Talecom Lests, S.A. {ATL) Brazil s 975

Americel S.A. (Americe]) Brazil 9263 950

Telst S.A {Telet) Brazil 68 96.5

Tess, SA (Tess) Brazil [ 975

BSE, S.A (BSE) Brazl L3 973

BCE, S A (BLP) Brazil b2 § 975

ALBRA S.A. (ALBRA) Brazil 3 975

STEMAR, 5.A. {(STEMAR) Brezil 93 s

Amsérica Central Tel, SA (ACTX (3 Guatemala 1000 100.0

Telecomxmicaciones de Cnatermala S A. Gustemals 9o 988

(TELGUA)
Newcotel, S.A. Gastemsly 00 988
Servicios de Comumicaciones Persomales
Imabimbricas, S.A., (Sercom) Gmismals %0 [ 33

Servicios de Cormmricaciones de Nicsragus, S.A. Nicarsgna %0 088

Telgiob, S.A Guatemala 9.0 9838

Telefonia Publica de Guatemals, SA. (Publind) Gaztemala wo 3]

Anenzdsdora en Telscomumicaciones, S.A. Gustenxils 933

AMX El Salvador, L1.C. Dwlxware 1000 100.0
Compaitia de T icaciones de El

Satvmdor, SA da CV. (CTE) (5 El Saivador 052 510
CTE Telecom. .. Personst, S.A de C.V.

(Personal) El Salvador M9 510
Csbienet, S.A. de C.V. (Cablenet) El Sglvador M4 510
Telecomods, S A de C.V. (Telecomoda) Bl Sahvedor 9 510
Publicom, SA. de C.V. (Publicom) El Ssheador (%) 510

Comunicacion Ceinfar, S.A_ {(Comcel): {5) - Catombia 92 956
Occidente'y Caribe Celular, S A (Occel) Culomibia 934
Cedcaribe, S A, Colombia 930

Consarric Ecustoriano de Telrcomunicaciones,

S A (Comecel) Ecuador 1000 1000

Techtel-LMDS Comunicaciones Intersctivas, SA  Argentins 6o

Carperstivo Empressrial de Comunicacionss, Mexito

SA deCV. 9o 09

CTi Heldings, SA. (6) Argentina 100.0 920
CTI Compaiiia da Teléfonos dal huterior, S.A.,

(CTI hnerior} Argenting 1000 020
CTIPCS, S.A. {CTIPCS) Argestting 31000 920

Empresa Nicaragiense

de Telecommaicaciones, S.A- ‘Nicarazm 2.0

Megytel Bonduras, S A de C.V. Megated) () Hoadurss 1000

AM Wirsless Urnguny, SA. Urugusy 100.0

Afiisdas: (1)

Grapo Telviste, S.A. da C.V. (ses Organizacitn

Recuperadors de Cartera, S.A. de C.V) Mexico 450 350

Génssit Telecom SA. Venemelz 50 2590

Iberbandia, S.A Spain 173 178

Nerwerk Acoess Sclurions Usa 0 20

US Comznercial Corporation, S.A. de C.V. Mexico 297



(1) See Note 9 for a description of movimiemos in subsidiaries and associste companies.

(2) Tbe term Telecom Américas shall be used hereinafier & refer 0 ATL, Amevicel, Telet, Tess, BCP, BSE,
ALBRA and STEMAR together.

(3) This incIndes operations in Nicaragma.

(4) Tbe tenn CTE shall be used bereinxfter o refer o CTE, Personal, Cabieet, Telecomods and Publicom
together.

{3) As of December 31, 2004, Occidente v Caribe Celnlar, S.A. (Occrl) and Celcaribe, S.A. mersed fmo
Comumicacién Celular, S.A. (Comeoel), with Commmicacicn Celulwr, S.A. (Comcel) remuinivg as the
surviving corporation. There were no simificant effacts as 3 result of the merser. Hereinafier, the term
Comeel shall be applicable to all the merged entities. )

{®) The teym CT1 shail be used hereinafter to refer to CTI Holdings, CT1 Interior sad CTI PCS weether.

{7 I Jauuary 2005, Mezatel chansed its corporare name 1o Sesvicios de Cormmicaciones de Hoodwras, S.A. de
cV.

América Telecom, via its subsidiaries. has licenses to install, operate and render mobile
radiotelephone services in Mexico, Guatemala, Nicaragua, Honduras, Urugusy, E1 Salvador,
Ecuador, Colombia, Argentfina and Brazil Said licenses expire between meyws2008md2028

With the exception of the licenses set forth in the following paragraphs, licenses do not

require payment of royalties to the correspending govermnments; however, certain licenses in
Mexico, Nlmgua,Hondmas,EmadoxColombm,Argmﬁm,andBmzﬂmw}veﬁz
participation of the carresponding government based on the revenue from concessions, whether
via fixed percentages or the number of chanmels in operation.

In Mexico, for Band B 800-megaheriz (Banda B) licenses, payment to the Department of
Transportation and Comnumication fluctuates between 5% and 10% of Telcel’s gross revenue.

The respective governments participate in Brazil, Colombia, Argentina and Ecnador, based
on the reveaue from concessions, in some cases based on fixed percentages, and in other cases
based on the number of channels in operation.

In 1999, América Mévil began to ascquire foreign subsidiaries and to mvest in Telecom
Americas and its foreign affiliates. Over the last five years, América Movil has acquired
mpartant companies in Latin America, and, in tums,mﬂ!elastfewyms,m
international operations have registered growth in the number of subscribers greater than those in
its Mexican operations. As a result of the foregoing, as of December 31, 2004, more than half the
subscribers to América Movil's wireless services were located outside Mexico. (For more
information on América Movil's most recent investments, see Section 2 of these presents).

x) Deseniption of Main Assets

The Company’s main assets are shares of América Mévil. Approximately 84% of the
Caonpany s total assets are in shaves representing América Mowvil’s capital stock.

As part of the Company’s loan agreements, the Company occasionally grants guaranties
with América Movil's shares.

With respect to liabilities confracted in previous fiscal years:

In 2003, the Company received loans from JP Morgan Chase Bank totaling US$276
million, for which América Telecom submitted 17,351,532 ADRs, representing 347,030,640
series-L shates of América Movil, and which shall be returned to América Telecom in 2005 and
2006, when the amownt received a3 a loan must be paid For financing, the Cempany shall pay
quarterty interest at LIBOR plus a rate that fiuctuates between 0.80% and 1.25%.

In2003,Amé'icaTehoomncehedalnmﬁthachoviaSmiﬁesmtﬂEgUSSSb
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million. As a guaranty for said loan the Company submitted 5,677,786 ADRs, representing
113,355,720 series-L shares of América Mdvil, and which shall be returned to América Telecom
in 2006, when the amount received as a loan mmst be paid; the Company shall pay quanerdy
imterest at LIBOR plus 0.7%.

In 2003, the Company received a loan from Dresdner Bank, AG Frankfurt totaling
US$100 million, for which América Telecom submitted 2,752,547 ADRs, representing
33,050,940 series-L shares of América Movil, and which shall be retumed to Ameérica Telecom
in 2009, when the amount received as a loan mmst be paid. For financing, the Company shall pay
quarterly interest at LIBOR plus 0.65%.

In 2003, América Telecom received three loans from Banco Santander Central Hispano
Benelax, SA/N.V. totaling US$200 million. As a gnaranty for said loan, the Company
submitted 9,804,800 ADRs, repressuting 196,095,000 series-L shares of América Mévil, and
which shall be refrned to América Telecom in 2008, when the amount received as 2 loan must
be paid For financing, the Company shall pay quarterly interest at LIBOR plus a rate that
fluctuates between 0.80% and 1.10%.

In 2004, the Company received loans from JP Morgan Chase Bank totaling US$100 million.
As a guaranty for said Joan, the Company submitted 2,634,352 ADRs, representing 52,687,040
senies-L. shares of América Mévil, and which chall be returned to América Telecom in 2010,

- when the amount received as a loan must be paid For financing, the Company shall pay quarterly

interest at LIBOR plus 0.625%.

In addition in 2004, América Telecom received a loan from Wachovia Bank National
Asocistion totaling US$100 million As a gunamnty for said loan, the Company submitted
2,959,456 ADRs, representing 59,189,120 series-L shares of América Mévil, and which shall be
returned to América Telecom in 2009, when the amount recefved as a losn nmst be paid For
financing, the Company shall pay quarterly interest at LIBOR plus a rate of 0.625%.

In 2004, América Telecom received three loans from Banco Santander Central Hispano
Benelux, SA/N.V. totaling US3200 million. As a goaranty for said loan, the Company
submitted 5,608,641 ADRs, representing 112,172,820 series-L shares of América Mévil, and
which shall be retumed to Amérnica Telecom in 2009, when the amount received as a loan mast
be paid. For financing, the Company shall pay quarterly interest at LIBOR pluz a rate that
fluctuates between 6.62% and 0.66%.

Subseguent Event

In February 2005, América Telecom received a loan from Barclays Bank PLC totaling
US$100 million. As a guaranty for said loan, the Company submitted 1,754,694 ADRs,
representing 35,003,880 series.l chares of América Mébvil, and which shall be retamed to -
América Telecom in 2011, when the amount received as a loan must be paid. For financing, the
Company shall pay quarterly interest at LIBOR plus 0.60%.

In April 2005 Américz Telecom received & loan from Banco Smtander Central Hispano
Benehx, SA/N.V. totaling US$100 million. As a guaranty for said loan, the Company
submitted 1,910,220 ADRs, representing 38,204,400 series-L shares of América Movil, and
which shall be returned to Aménca Telecom in 2008, when the amount received as a loan must
be paid. For financing, the Company shall pay quarterly interest at LIBOR plus a rate that
fluctuates between 0.80% and 1.10%.

In May 2005 América Telecom received a loan from Banco Santander Central Hispano
Benelux, SA/NV. totaling US$100 million. As & guaranty for said loan, the Company
submitted 1,902,226 ADRs, representing 38,044,520 series-L shares of América Méwil, and



which shall be returned to América Telecom in 2008, when the amount received as a loan must

be paid. For financipg, the Company shall pay quarrerly interest at LIBOR plus a rate that
fluctuates between §.58% and .80%.

In May 2005 América Telecom received a loan from JP Morgan Chase Bank t
USS$100 million. As a guaranty for said loan, the Company submitted 1,938,360 ADRs,
representing 38,767,200 series-l shares of América Méwil, and which shall be returned to
America Telecom in 2008, when the amount received as a loan must be paid. For financing, the
Conipany shall pay quarterly interest at LIBOR plus 0.540%.

The guaranties shall be exercised by the counterpart should the Company fail in its
obligation to pay the loan

xi) Judicial, Administrative or Arbitration Proceedings

The Company, at the holding level, has no pending legal matters or pending legal,
administrative or judicial proceedings to date. Nevertheless, its subsidiary América Movil indeed
has pending legal snits, which are described in Section 2 herein.

xil) Shares Representing the Capital

As of May 31, 2005, the Company’s subscribed and paid-in capital stock totaled $894.5
mmonpmmpresmmdby3488bﬂhonmmnmordmyslnmmﬂxfnﬂnglntomte,
without par value, entirely subscribed and paid-in, and comesponding fo series-A-1 shares
repmsmmgmeﬁxedmpmmck,mhngmammtmeshmumpmchasedbyme&mpmy
under the terms et forth in Article 14 Bis-3, Section I, of the LMV. Since its incorporation, the
Company has not incyeased its capital, anthorizing the decrease thereof for adjustments resulting
from the spin-off

xiti) Dividends

At the anmual ordinary shareholders’ meeting, the board of directors submitted the
Company’s financial statements for the previous fiscal year and their repont to the shareholders.
Once the shareholders’ approved the financial statements, they determined the Company’s net
profit distribution for the previcns fiscal year. By law, 5% of the aforementioned nat profits must
be separated into a reserve fimd that will not be available for distribution 1mti) the amount of said
fund reaches 20% of the Company’s capital stock (before the re-expression thereof in pesos
becomes effective). The excess amounts may be dietributed to other reserve funds that the
shareholders establish, which include a reserve for the acquisition of the Company’s own shares
mnder the terms of Article Bis-3, Section L, of the LMV, The remainder net profit, if any, may be
paid as dividends.

Smequlshamhnldmhveeqm]ngimPerdmemdmyhepm&wdmdsmdoﬁn
payments, inchuding any payment when liqudating the Company.

Since its incorporation, the Company has not ordered the payment of dividends. Due to its
investment obligations and the payment of servicing of debt, the Company has been umable to
pay dividends to its shareholders. Moreover, it is important to underscore that the board of

- directors does not have an express policy sbout ordering dividend payment or advising about

such at correspanding sharéholders® meeting if profits exist for any fiscal year.
J) FINANCIAL INFORMATION
a) Selected Financial Information
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The following comments should be read together with the comsolidated financial
statements and their notes, which are included in this ammual report. In addition, it should be
noted that the Company’s financial statements, as the Company is an indirect owner of various
investments abroad, reflect financial information reviewed and drafted by qualified auditors in
the countries wherein said investments are Jocated. Given the foregoing, the Company’s external
auditor, in drafling his report, reviewed and analyzed the information pertaining to the
and its national subsidiaries as well as the reports drafted by foreign external anditors, basing his
report on said mformation. The foregoing is stated in the external auditor’s report attached to the
financial statements reported by the Company. (See Information Abour América Miwil in Section
2 of these presents).

The POGA require thst financial statements acknowledge the effects of inflation,
especially: (a) non-monetary assets, including properties, plants and equipment, with the net
worth expressed taking into account the effects of inflation; (b) eamings and losses in
power for ownership of monetary habilities and assets listed under revemue; md(c)tbe
expressgion of all financial statement in constant pesos to December 31, 2004.

The consolidated financial statements include accounts pertaining to América Movil und
its subsidiaries. The companies operate in the teleconrmumnications sector or render services '
related to this activity.

The past-dne interest expressed in the attached financial statements refers basically to the
participation of other shareholders of América Mévil.

Important inter-company balances and operations have been eliminated from the
consolidated financial staternents.

Tbefoﬂawh:g‘mbkshowsﬂn&nmy’ssdecﬁedwmoﬁdmedﬁnandalmfmmaﬁmfw

the last three fiscal years, which comes from and must be read along with the Company’s audited
financtal statements. Said statements have been audited by Mancera.

AMERICA TELECOM, S.A. DE C.V. AND SUBSIDIARIES

Selected Financial Information
Thousands of Pesos to December 2004
(Except for the average of shares taken into acoount)

Description 2004 2003
Operating Eamings 134,746,797 90.401 307
Operating Profit 22,711,139 18,719,846
Majarity Net Profits ‘ 5481414 5,139,018
Majority Net Profits per Share 1.538 1.393
Investments in Fixed Assets 21,228 862 23,520,032
Depreciation and Amortization during the Fiscal Year 19.596,906 15,094,732
Total Assets 200,339,615 160,293,236
Leng-Term Debt ‘ 68,796,627 38,796,143

Consolidated Net Worth 64,422,355 64,779.901
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Data

Majority Net Profits 5,481,414‘ 5,139,018
Share Average (millions of shares) 3,564 3,690
Majority Net Profits per Conmmon Shares 1.538 1.393
Investments in Fixed Assets 21,228 862 23,520,032

b) Financial Information Related To Business Activities, Geographic Zone And Sales From
Exportation

The Company is solely a shareholder; however, at a consolidated level through AMX,
its subsidiary, it operates primarily in the local, long distance and cellular telephone sectors. For
more information sbout AMX, (Ses: Financial Information Related To Business Activities,
Geographic Zone And Sales From Exportation in Section 2 of these prasents)

<} Infermation about Significant Loans
Stock-Market Debt.

Information concerning the Company’'s stock-market debt and documented via the
issuances of commercial paper and paparés bursitiles is described in the foregoing Sectiom 1.
{Sea: Section L Gemml Information. Other Securities).

Loans Guaramtesd with Shares of América Movil
With respect to the liabilities contracted in past years:

In 2003, the Compaxry received loans from JP Morgan Chase Bank totaling US$276 million, for
which América Telecom submitied 17,351,532 ADRs, representing 347,030,640 series-L. chares
of América Movil, and which shall be retumed to América Telecom in 2005 and 2006, when the
amount received as a loan must be paid For financing, the Company shal pay quarterly interest
at LIBOR plus a rate that fluctuates between 0.80% and 1.25%.

In 2003, América Telecom recetved a loan from Wachovia Securities totaling US$80
million. As a guaranty for said loan, the Company subnitted 5,677,786 ADRs, representing
113,555,720 series-L chares of América Movil, and which shall be returmed to América Telecom
in 2006, whmﬁleamomnrecuvedasalcanmmbepmd,ﬁu&mpmydmﬂpaquteﬂy
interest at LIBOR plus 0.7%.

In 2003, the Company received a loan from Dresdner Bank, AG Frankfurt totaling
US$100 million, for which Aménca Telecom submitted 2,752,547 ADRs, representing
55,050,940 series-L shares of América Movil, and which shall be returned to América Telecom
in 2009, when the arnoumt received as a loan nmst be paid. For financing, the Company shail pay
quarterly interest at LIBOR, plus 0.65%.

In 2003, América Telecom received three loans from Banco Santander Central Hispano
Benelux, SA/N.V. totaling US$200 million. As a guaranty for said loan, the Company
submitted 9,804,800 ADRs, representing 196,096,000 series-L shares of América Movil, and
which shall be returned to América Telecom in 2008, when the amount received as a loan mmst
be paid. For financing, the Company shall pay quarterly interest at LIBOR plus a rate that
finctnates between 0.80% and 1.10%.

In 2004, the Company received loans from JP Mozgan Chase Bank totaling US$100 million.



As 8 guaranty for said loan, the Company submitted 2,634,352 ADRs, representing 52,687,040
series-1 shares of América Mévil, and which shall be retuned to América Telecom in 2010,
when the amount received as a loan mmst be paid. For financing, the Company shall pay quarterly
interest at LIBOR plus 0.625%.

In addition in 2004, América Telecom received a loan from Wachovia Bank Nacional
Asociation totaling US$100 million. As a guaranty for said loan, the Company submitted
2,959,456 ADRs, representing 59,189,120 series-L shares of América Movil, and which shall be
refurmed to América Telecom i 2009, when the amount received as a loan mmst be pmd For

financing, the Company shall pay quarterly interest at LIBOR plus a sobretasa of 0.625%.

: In 2004, Ameérica Telecom received three loans from Banco Santander Central Hispano
Benetux, SA/NV. totaling US$200 rmllion. As a guaranty for said loan, the Company
submitted 5,608,641 ADRs, representing 112,172,820 series-L shares of América Mévil, and
which shall be returned to América Telecom in 2009, when the amount received as a loan must
be paid. For financing, the Company shall pay quarterly interest at LIBOR plus a rate that
fluctuates between 0.62% and 0.66%.

Subsequent Event

In February 2005, América Telecom received a loan from Barclays Bank FLC totahngUS$100
million. As a gusranty for said loan, the Company submitted 1,754,694 ADRs,

35,093,880 series-L shares of América Movil, and which shall be returned to América Telecom
in 2011, when the amount received as a loan mmst be paid For financing, the Company shali pay
quarterly interest at LIBOR plus 0.60%.

In April 2005 América Telecom received a loan from Banco Samtander Central Hispano
Benehix, SA/NYV. totaling US$100 miilbion As a guaranty for said loan, the Company
submitted 1,910,220 ADRs, representing 38,204,400 series-L shares of América Movil, and
which shall be returned to América Telecom in 2008, when the amoumt recerved as a loan mmst
be paid For financing, the Company shall pay quarterly interest at LIBOR plus a rate that
ftuctuates between 0.80% and 1.10%.

In May 2005 América Telecom received a loan from Banco Santander Central Hispano
Benehmx, SA/NV. totaling US$100 million. As a guaranty for said lomn, the Company
submitted 1,902.226 ADRs, representing 38,044,520 series-L shares of Ameérica Movil and
which shall be returned to América Telecom in 2008, when the amownt received as & loan mmst
be paid. For financing, the Company shall pay quarterly interest at LIBOR plus a rate that

fluctaates between 0.58% and 80%.

In May 2005 América Telecom received a loan from JP Morgan Chase Bank totaling
US$100 noltion. As a guaranty for said loan, the Company submitted 1938360 ADRs,
representing 38,767,200 seriez-L shares of America Moévil, and which shall be returned to
América Telecom in 2008, when the amount received as a loan must be paid. For financing, the
Company shail pay quarterly mterest at LIBOR plus 0.540%.

The gusmnties shall be exercised by the counterpart should the Company fail in its

chligation to pay the loan.

In general, the aforementioned loans contain certain restrictions that include, among
others, the maintenance of certain financial ratios, the contracting of additional loans and the sale
of certain of the group’s assets. As of May 31, 2005, the Company complies with said conditions.

Loans to América Movil and its Subsidiaries.
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Syndicated Loans

In Apnl 2004, América Movil took out a loan for USS30) million, maturing in May 2009,
and with interests rate at LIBOR + 0.6%. The interest is payshble quarterly (February, May,
Augist and November of each year). In 2004, interests triggered from this loan totaled $51,948.

As of December 31, 2003, América Mowil had taken out loans totaling approximately US$1
bxlhon.m:hmnmt) dates ranking from 2005 to 2007. Interest rates were variable and ranged
from Liber + 0.75% to Libor + 1.35%. In 2004, the Company paid said loans with resources
obtained from the aforementioned debt issuance.

BNDES

As of December 31, 2004, Tess and Americel had taken out syndicated loans granted with

resources from the National Economic and Social Development Bank (“"BNDES™). Said loans are

denominated mostly in reales, with a part indexed in U.S. dollars. The total amount of the

principal is approximately R$250 million plus the approximate equivalent of US$10 million
Purchase of Licenses.

As of December 31, 2003, América Movil owed the Brazilian government $365.7 million
for the purchase of licenses. The principal shall be updated based on Brazil’s general price index
and triggers an real anmual interest of 12%. These shall be paid m 8 anmual payments beginning
in Angust 2005,

Stock-Markst Cartificates.

The CNBV has authorized for programs for América Mévil to issue unsecured stock-market
certificates with a guaranty from Telcel for an amount of $5 hillion each. As of December 31,
2004, the Company has issued, under the first three programs, amounts ranging from $400
mlhontoSlleiBamandthhmtmtydmmmngmgﬁumﬂnutomym In general,
these shares pay a floating rate calculated based on the Interbank Equilibrium Interest Rate
(TIE) and Mexican Goverment Bond (CETES) rate.

In addition, América Movil has a line of commercial paper available totaling $3 billion. As of
December 31, 2004, this line was fully disposable.

Subsequent Event

In February 2005, the National Banking and Securities Commission anthonized the Company
to issee unsecured stock-market certificates with 2 maturity in four years for a total of $5 billion.

 Ling ofCreditGuarmwedbybutiruﬁmx fo Foment Exports.

América Movil has vanous financing prograres for purchesing equipment whereby certzin
institations, to foment exports, pmdzAnnanovﬂﬁnamngsuppontopmdmse
equipment from their respective countries. IngmaLﬁzmemnwdnm—teunmdlmg—m

and mclude amortization and interest at a rate
e e LIBOR. The Company, extnds 58 progrms v cobestiais, emeray subec s ot
granting of gusranties by América Mévil, Telcel and/or Sercotel. :

In 2004 and 2003, América Movil set up lines of credit for up to US$152 and US$250
million with the Expont Development Corporation (EDC) in Canada for the acquisition of
telecommunications equipment. These credits are amortized every semester and trigger imerests
at 2 rate between LIBOR + 1.25% and LIBOR + 0.95%, with manurity date ranging from 2005 to
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20010.
Senior Notes

Dn March 9, 2004, América Movil issued bonds US$500 million and US$800
mlﬂwnmdxmmwdatesmmmmu andanammal rate of 4.125% and 5.50%,
respectively. Immtsm%ayabieevmmm In 2004, interests triggered by these debt
instruments totaled $607.0

On April 20, 2004, new bonds were issned USSMmﬂhcnwuﬂ:ammtydatem
2067 a variable rate of Libor (3 momths) plus .625%. Irmemsts are payable quarterly,
;gg:ﬁ;ﬂngin!yﬂzmlnmmmmmggaedbyms msmmemtotnled

In addition, on October 28, 2004, AnéﬁmMévﬂimmdbonﬂsmagainmﬁhngUSSSM
million with a maturity date in 2015 and a fixed rate of 5.75%. Interests are paysble every
semester, comuencing June 15, 2005. Tn 2004, themansmgguedbylhudebtmm
totaled $53,420.

The resources from the aforementioned issnances were applied to the payment of obligations .
with manrity dates primarily in 2004 and 2005, which increased the average term and reduced
the cost for interests of the cancelled debt. All obligations were refinanced at therr par value;
&mfmmmgsmbwmgmmmdﬂhbn&mmm&ﬁmmygmmmby

Comments and Analyns of the Administration About the Issuer’s Operanorn Earnings and
Financial Situation

1)  Operation Eamings

All-of the Company’s consolidated revenne comes from Aménca Movil's eamings,
América Movil being is principal subsidiary. Presently, the Company has generated revenne from
rendering services under and agreement celebrated with said corporation, to which it renders
consulting services reiated to operations and financial administration The agreement’s duration
is one year and can be extended indefinitely. Said income was eliminated due to the effects of
consolidation

Consolidated revenue in 2004 reached $134.746 billion pesos, 49% more than the year
prior. This growth was due mainly to the increase in mcome earned in Mexico from América
Mdvil and to the consolidation, az of 2004, ofthemcomeﬁnmopﬂanmmﬁmdm
(MegateD), Ecuador (Conecel), Uniguay and Veneznela

’s consolidated operating profit was $22.711 bllhon pesos in 2004,
rquungzl%gmwﬁ:mﬁnswnommwmmdmﬁscalywmm

The Company's EBITDA in fiscal year 2004 reached $42308 billion pesos, which
represents an 25% increase over the $33.634 billion pesos registered in 2003.

The Company’s noticeable growth, combined with América Mdvil's adoption of measnres
of cost scaling and control, contributed to the growth of América Telecom's Operating Eamings
and EBITDA.

The total cost of financing came to $1.934 billion pesos in fiscal year 2004, compared to
s1.9mmmmmmzm3.mmsmmmmmmmm
monetary profit registered by América Movil.
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Net minerity profit prior to imterests for fiscal years 2004 and 2003 reached $16.022 and
$15.823 billion pesos, respectively; net majority profit reached $5.481 billion pesos in 2004,
compared to $5.139 billion pesos in 2003, representing and increase of §.6%.

In addition to operating profits, the Company receives, as part of its cash flow, dividends
from Amérnica Mévil's shares. In fiscal year 2004, the Company received dividends from
América Movil totaling $505 million pesos. at $0.120 per share.

Accounting Policies and Practices
For 2 description of the principal accounting policies and practices, see Note 1, paragraph
11, of the Company’s financial statements throngh December 31, 2004, which are attached to this
Tepart.
i)  Financial Situstion, Liquidity and Capital Resources
Internal and External Sources of Liguidity

The intemal sources of Liquidity come from the Company’s subsidiaries’ generation of
flow.

The extemnal sources of liquidity mainly come from bank funding through credit lines
granted on a short-tenmn and long-term basis by means of short-tenn and long-term stock-market
debLsmhasnmdmn-termmmssmynoﬁormkmnkdmﬁaams

Amount of Indshtedness

Debt

The short-term and long-term debt (thousands of pesos) is comprised of the following:

2004 2003
Cwurrency Description Rae 2004 tn Total 2004 _ Rawe (INDGYYS) ]
U5. dollars
Promizsery nete. 1L79% 00 H
e SA
Loans, JP Morgan . :
(e Bk 1+4128 . $ 136452 L4128 2005
Loans 1P Morgan
Chase Back L+030a1+110 2005 2816230 L+0B0al+110 2008
Loans JP Morzn
Clase Bamk L0625 1] 112545
Wichouia Sacreinss L7 ok 01188 ol ] 2006
Wachoviz Secrisss L+0.625 20 1126 4%
Dresdrer Bark AG
Frankfirt ©LA0SS 2000 112643
Savxander Central
Eispaoo Benelix  1+0803L+110 %0 33N 4 1+0802L+1.10 2008
Sentander Cepiral
Hispmo Benelox - L0822 L4066 200 225198
Lomns. EximBarks L+20als125 2010 1357 555 L+20aL+16X1) 2008
Syndicamd Lozns L+60 b 33W 4% L+75al+135 200 11815148
SemorNeessata 412504 8 5.75M 2015 20,197,736 33990% 2004

fread rate
Sevior Nows at e
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giable rate L+.6250 2007 33948
Lines of credit 27100 2009 w0
{fed)
Lines of crediz
{veriable) LeR25al+1.80 208 4874892 L+3Cal+150 2006 8,630.206
Sapliers 3.1675%a 10% 2004 157384
BXDES UNBRDESH 5%
UMBNDES+HLI% 2008 121263 2 2008 710627
UMBNDES+S 05
Leases 30 2007 @28 12039
Others L+20aL135% 2009 125% 2003 313.680
Subtotal &n doBiars 54,730,508 4145L118
Mexicen pesas
Stock-asket Vazious 2010 13,001,352 Various W09 11831878
certificates
Syndicated Loz THE + .80(3) 2008 184003
Conwercizi paper B9514% 2008 3978551 5915™% 2004 785,678
Saock-Mazket Note 10.06% 2008 4300
Lines of credit - TIE 2004 1051900
Lewse THE + 462 TIE - THB+ S5 2005
. + 550 w07 4434000 $99.305
Subtotal in pakey: ¥, o] 16511583
Mexican pesss
Brazilim rates
TILP +230% » . TILP-+22805% o($)
BNDES TILP+ 4.00% 2007 1064452 TILP+500% 2007 2527584
Frxed-income 12.00% 2005 w CT1+50(5) 2005 63,751
Sacstins
Paxtase of 12% + Infintion 2010 N
Ticenses
Subrotal in 1,065,301 2976108
Brailion reales
2004 203
Maturity from Menxity from
Rate 2004 o 2003 o
Custency Cancepio Total 2004 Ram Toul 2003
Calombizn pesos
Lines of credit  DTF+ LT0M :
DTF + 2600 2005 351676
Boods IPC + 7500 013 2121208 PC+1.50% 2010 850847
Suiboeal i 2488 835 850847
Colonibtian pasos
Qher axzencies
Line of cedit 650m 2005 28330 650% 2004 629948
Fuouncial lease
- T00% 2004 33,133
Suiiotal in other 830 663,081
cgrencies
Tutsl Debs 80,296,493 Q2452737
Mirms: chare-term
debe
andoatstendinz
ong-erm dedt 1L,49937 3556504
Long-term debt $ 63796627 $ 58.706.143
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7 UMENDES = Monetary unit of te Brasition development benk (BNDES)
3} THE = Intesbank Equitibriuen Imezest Raze

4) TILP <Long-bemm finterest e

5) CDI =Financial certificate of deposit

The interest rates in the table above are subject to international and local yate variations.
The average cost of the debt to December 31, 2004 was approximately 7.05% (5.19% to
December 31, 2003).

Said rate does not include interests, commissions and reimbursements to creditors for taxes
mﬁzheld.genaaﬁya:amﬁeof49%,andﬂm:the€ompmyshaﬂmmbme In general, financing
fees add ten base points to the financing cost.

Policies Applicable to the Treasury

The Company individually invests its excess cash in deposits and investments in financial
institutions that have good credit ratings an that have guidelines regarding diversification and
maturity that seek sacurity and Liquidity.

El efectivo y las inversiones temporales se mantienen en pesos o en dolares dependiendo

de los requerimientos de inversidn y de las necesidades de liquidez de cada subsidiaria en base a
su flujo de efective y de su estructura de deuda,

Important Irvestments in Capital
At the date of this report, the Company has no compromising investments i capital.
i) Internal Control

Since the Company, as a holding, does not have employees or persomnel, campliance with
its rules for intemal control is supervised pevmanently by the departments of management and
finance and internal audit of some of its affiliated companies. These review, analyze and comect,
as the case may be, the diverzences conmnitted regarding the operations approved by the
Company’s board of directors and its registry. Said depariments also review that geseral
accounting guidelines, criteria and principles that apply.

The externa] auditors study and evaluate the futernsl control system in order to audit the

The Company, by means of its board of directors, organized an auditory committee
wnmisedofbmdmmbmwamebyﬂnchammd&emjoﬁtymmfmindw
Said committee is in charge of implementing systems for internal control in order to verify the
hmammcmnedunmdreg:staedbytbeCmnpmyassetfmhbymmgmtmdm

The Company is andited by an affiliated company and ifs subsidiaries are andited by their
own internal auditory departments whose scope is unhimited and its main objective is to ensure
that the Company and its subsidianies comply with the applicable internal control policies and
procedures.

¢) Critical Accounting Estimates

While drafting our fizancial statements, sve made estimates about several issoes. Same of
these issues were highly uncertsin and our estimates involved opinions made based upon the
available informaticn We have identified several of these issues; therefore, ow financial
submittal may be affected significantly if (a) we use different estimates that we could have used
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or {b) in the futhwe we change owr estimates in regard to changes that could reasonably have
occurred.

Opinions are made only about the estimates that we considered the most important based
upon a level of uncertainty and probability of a significant impact if we use a different estimate.
There are many areas in which we use estimates regarding uncertain issues, but reasonably the
probable different changes or estimates are unimportant for our financial submuttal. Regarding
the use of estimates in accoumting policies for AMX (Lse of Estimates in Certain Accownting
Policies in Section 2 of thse presents).

4) ADM]NISTRATION
a) External Auditors

The Company’s consolidated financial statements were audited by Mancera. Since the
Company’s mcorporation, there has not been a change in the extemal anditors. The designation
of the anditors complies with the principles set forth in the LMV and the Provisions, that is to say
the external auditors are selected by the auditing committee, which celebrates the service-
rendering agreement with the auditors, certifies their independence and sets the fees to be paid

for the auditing.

Since the Company’s incorporation, the extemal auditors kave not issued a report with
Teservations oT a negative report nar have they abstained from issuing a report conceming the
Company’s financial statements. In fiscal year 2004, the external aunditors did not render services
to the Company beyond auditing services.

The Company followed the following procedure to select the external anditors:

a) The audit committee analyzed various options and then made
recommendations to the board of directors about the candidates for external
auditors. This included the scope of their authorities and hiting conditions in -
order to carry out the Company's accounting aundit for the fiscal year eading
on December 31, 2004,

b) The audit comnutiee interviewed the Company’s external anditors in order to
verify that they would indeed complty with the requisites of independence and
personne] rotation; and

(3] Based upon the foregoing, the Company ratified the appoimment of the firm
Mincera as iis external auditors for the fiscal year ending on December 31,
2004.

Fees for Various Auditing Services

In 2004, the Company and its subsidiaries paid Mancera and the members of Emst & Young
Global for various auditing services. These services inchuded reviewing reports drafted by the
subgidiaries regarding complisnce with telecommmumication regulations, assistance with various
ﬁhngsbefmemxamhmha,mewmgmmphmcemﬁﬂxpaymammdmmymgﬁor

ogy systems in the amount of $11,176 or 31.9% of the total payment to Mancera and
oﬂxermbersof&mt&YmmgGlobalInZGOS the other sezvices rendered by auditors totaled
$14,041 (41.8% of the total payment for services), which were the same for 2004. Additionally,
Mancera evaluated the intemal andit commitiee of one of the subsidiaries.
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b) Operations with Related Parties and Conflcts of Interest

Dwing the regular course of operations, the Company entered imo a wide range of
financial and commercial transactions with related parties such as Telmex' subsidianes and
associates, Inbursa and GCarso. It plans to continue these operations in the future.

Among said operations, it should be pointed out that the Company has made various
puhhcoﬁastophmdebtmsﬂmm,mhdmgmephcemtof&eaforanmnmd
comumercial paper and stock-market notes, for which Inversora Bursitil has advised it with
respect to said processes.

Likewise, the Company receives various financial services from Banco Inbursa,
which includes opening checking and investment accounts and approval of credit lines. As of
May 31, 2005, the Company has received loans totaling $6.6 million pesos from Banco Inbursa.

Finally, the Company maintains business relations with Telmex andfor its
subsidiaries as part of its ordinary course of business, receiving from such telephone and internet
services, etc., which are contracted under market conditions.

Moreover, the Company periodically renders consulting services to América Mowil
umder the aforementioned service-rendering agreement for financial consulting.
¢) Directors and Shareholders
The Company's administration and operations sre entrusted to a board of directors. The
board of directors is presently comprised of six full members and six substitute members, who
are chosen to serve for one year. Substitute members may substitute, at board meetings, for full
members who do not attend meetings and do not participate in the board of directors’ activities.
Pursuant to the Company’s bylaws, the board of directors shall be comprised of the mmmber of
full and substitute members that the general shareholders’ meeting so determines, and such may
ot be fewer than five. :
The main purpose of the board of directors is:
1)  To represent the Company before any federal state or rmmicipal authority, before
any national of Intemational individual or legal entity and before the federal or local
Board of Conciliation and Arbitration;
2)  Grant, subscribe, endorse or guarantee any kind of negotiable instnnnent;

3) Appoint the Company's directors, employees, managers and attorneys-in-fact to
whom it must state their duties, cbligation and remmmneraticn;

4)  Open or close offices, branches or agencies;

5)  Acquire shares, equity irterests and securities issued by third parties and exercise
the right to vote on said shares o7 equity interest of other compames;

6)  Enter into, amend, terminate or cancel agreements;

7 Accept on behalf of the Company, mstractions ﬁomMenmorfmgnmdmdmls
oxlegalenmm

8)  Open bank accounts and withdraw deposits from them;
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9)  Esmblish security interests in personal or real property and create a trust in order to
guarantee the Company’s obligations and become a joint obligor. swety and, in
general, become obligated regarding the fulfillment of third parties’ obligations,

therefore establishing security interests in personal or real property to ensure the
fulfiliment of said obligations;

10) Confer, substitute and delegate general and special powers for acts of ownership and
adnuinistration, lawsuits and collections, provided that these do not substitute
completely the Board's duties or revoke its powers-of-attomey:

11) Confer anthorities to grant, subscribe, endorse and guarantee all kinds of negotiable
instnoment; provided, bowever, that said authority to guarantee negotiable
instunents must be granted always in order to be jointly exercise by at least two
peTsons;

12) Summon shareholders’ meetings and execnte the resolutions adopted thereby;

13} It is the board of directors’ sole authority to approve the operations that are not
encompassed by the regular course of business and that may be carried out by the
Company and its partners with persons that form part of the Company’s
administration or with whom said persons are connected in regard to assets, or as the
case may be, a relationship by blood or marriage up to the second degree, the spouse
or common-law spouse or if their subsidiaries imtend to work with related parties
representmg the purchase or sale of 10% or more of the assets; granting security
interest for an amount greater than 30% of the atsets; as well as other operations for
more than 1% of the Company’s assets.

Below are the names of the Company’s board members, the office they represent and the
years that they have served as snch All have served as board members of the Company since its
ncorporation, and only have changed their status as full or substitute board members and/or their
duties on the board of directors.

Said persoms will contimue to occupying such offices even when the fiscal year bas
concladed until the meeting has made new appointments and the board members that were
designated take office.

- . Seniority Kind of
Name Title ¢ y Mexmt
Sharebolding Members
Homomry =~
Chairman for Life
Carlos Slim Hehit 3 Shareholding
Member
Patrick Stim Domit Chairman 3 Shareholding
Member
Jaime Chico Pardo Vice-chairman 3 Related
Carlos Slim Domit Vice-chaitman 3 Shareholding
Member

Claudio X. Gonzilez Laporte Member 3 Independent
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Jumn Antonio Pérez Simén =~ Member 3 Independent
Substitutes
: Shareholding
Arturo Elias Ayub Substitate Board 3 Member
Member Related
_ _  Shareholding
Daniel Hajj Aboumrad Substitute  Board 3 Member
Member Related
Marco Antonio Slim Dormit Substitute Board 3 Shareholding
Member Member
Humberto Gutiérrez Olvera- i
Zubizawreta Substitute Board 3 Related
Member
Substitute - Board 3
José Kuri Harfush Member Independent
Eduardo Valdés Acra Substitute Board 3 Independent
Member

Relationship by Blood or Marriage up to the Third Degres betwesn Board Members and
Officers

Relationship by Bl Relationship by Marmiage

First Degree (straight line)

Carlos Shm Domut, Marco Antonio Slzm
Domit and Patrick Slim Domit with
Carlos Slim Held

» Second Degree (transversal line) » Second Degree (ransversal line)
Carlos Slim Domit with Patrick Skm Arturo Elias Ayub and Daniel Hajj
Domit and Marco Autonio Shim Domit  Abournrad with Carlos Slim Domt,

Marco Antonio Skm Dot y Patrick Shm

Shareholding Members

Carlos Siim Hehi is a Civil Engineer from the Department Engineering of the National
Antonomous University of Mexico. He is 65 years old He has worked as a CEO or board
member of the following corporations: Telmex (Honorary Chaimman for Life); Ama{onmxty
Chairman for Life); GCarso (Honorary Chairman for Life and GFInbursa
for Life). HeutheﬁatherCarlcsShmDonnLChamnofﬂ:eboardofdmtmsofTehsxand
GCarso, of Marco Antonio Slim Dornit, Chairman of the board of directors of GFinbursa and of
Patrick Slim Domit, Chairman of the board of directors of AMX.
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Patrick Stim Domit has a bachelor’s degree in business administration from the
Universidad Andhuse. Since October 2000 he has served as an executive at Telmex and as Vice-
chairman of GCarso. He has been the CEO of GCarso and of Industrias Nacobre, S A de C.V.
since 1994. He is 36 years old. He is Chairman of the board of directors of the Company and of
América Movil; an he is a board member of the following companies, among others: GCarso;
CGT,; Telmex; Hoteles Calinda, S.A. de C.V_; Grupo Condumex, S A de C'V, Sears Roebuck
de Mézico, S.A ; Cigarros Ia Tabacalera Mexicana, SA. de C.V., Promotora Inbursa, S.A. de
C.V. and Industrias Nacobre, SA. de C.V. He i3 the some of Mr. Carlos Slim Heli and the
brother of Marco Antonio Skim Domit and Carios Slim Domit.

Jaime Chico Pardo is an Industrial Engineer from the Universidad Iberoamericana. He is
55 years old. Additionally, he is the Vice-chairman of the board of directors of Telmex, Vice-
chairman of the board of directors of America Telecom and board member of AMX and GCarso.
In the past, be served as CEO of Grupo Condumex, S.A. de C.V. and Chairman of Corporacitn
Industrial Llantera (Enzkadi General Tire de México). -

Carlas Slim Domit bas a bachelor’s degree in business administation from the
Universidad Andbuac. He is 38 years old He is the Chairman of the board of directors of
Telmex, GCarso and Grupo Sanboms, S.A. de CV. He is a board member of the following
companies: Sanborn Hermanos, SA.; Sears Roebuck de México, SA. de CV.: Cigamos Ia
Tabacalera Mexicana, SA. de C.V. and Grupo Condumex, S.A. de C.V.. Moreover, be is the
Vice-chainman of the board of directors of América Telecom. He 1s also the CEC of Telmex. He
lssht!l:sonofhﬁ Carlos Slim Hehi and the byother of Marco Antonio Skm Domit and Patrick

Claudio X. Gonzdler Laporte is a Chemicsl Engineer by the National Autonomons
Univerzsity of Mexico. For 25 years, he has served as Chairman of the board of directors for
Kimberly Clark, S.A. d2 CV. He i3 71 years old He is a board member of the following

- GCarso, América Telecom; AMX; GFInbursa; Kimberly Clark Corporation; General
ElecmeCo Kellogs Co_; Unilever; Grupo Alfa, S.A. de C.V.; Grupo México, SA de C.V,;
Grupo Modelo, S.A. de C.V. and The Mexico Fund Inc.

Juan Antorio Pérez Simén is a Public Accountant by the National Autonomous University
of Mexico. He is 64 years old. Since 1993, he bas served as Vice-chairman of Telmex as well as
Chainman of the board of directors for Sanboms Hemmanos, SA. de CV. Heis a
member for the following companies: América Telecom: GCarso; GFInbursa and some of therr
subsidiaries; Cigamros la Tabacalera Mexicana, SA. de C.V.; Radiomdvil Dipsa. SA. de CV. -
(Telcel); Sears Roebuck de México, S.A_ de C.V; and other affiliates. of Telmex and GCarso.

Substitute Members

Arturo Elias Ayub has a bachelor’s degree in business administration from the Universidad
Anshuac and is the Director of Stategic Allisnces, Commmunications and Institutional Relations
odemHen39yemoldHemaboardmberofﬁxefoﬂmmgoompmm Telmex;
GCarso; AMX: GFInbursa; América Telecom and Sears Roebuck de México, S.A. de CV. He is
Carlos Slim Heli’s son-in-Jaw and Carlos Skim Domit, Marco Antonio Shm Damit and Patrick
Skim Domit’s brother-in-law.

Daniel Hajj Aboumrad has a bachelor's degree in business adwinistration from the
Universidad Anahusc. He is 39 years old He is the CEO of AMX, América Telecom and
Radiomovil Dipsa, S.A. de C.V. He is a board member of the following companies: GCarso and
Phillip Morris México,S.A de C.V. Furthermore, he has collaborated with Corporacién Industrial
Llantera, S.A. de C.V. (General Tire); Galas de México, S.A de C.V.; Agusa; Bimex and
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Paginas Amarillas, S A. de C.V. He is Carles Slim Helti's son-in-law and Carlos Slim Domit,
Marco Antonio Slim Domit and Patrick Slim Domit’s brother-in-law.

Marco Antonio Slim Domit has a bachelor’s degree in business administration from the
Universidad Anibmac. Since Angust 25, 1997, he serves as Chairman of the board of directors
and CEO of GFInbursa. He is 37 years old. The corporations in which be is a board member are:
all of GFInbwrsa's subsidiaries, GCarso; AMX; Telmex and Sears Roebuck de Mexico, SA.,
among others. He is the son of Mr. Carlos Slim Heli znd the brother of Calos Slim Domit and
Patrick Skim Domit.

Humberto Gutiérrez Olvera Zubizarreta has a bachelor's degree in accounting from the
School of Banking and Commerce. He is 63 years old He is presendy the CEO of GCarso and
of Grupo Condumex SA. de CV. Addifiomally, he is a board member of the followmg
compantes: GCarso, CGT, Teimex, Promotora Inbursa, SA de C.V., GmpoComhmex,SA.de
C.V. and Femrosur, S.A. de C.V.

JméKmHadiuhhasabachclm’sdegumhmadmimmnﬁomﬂnUMM
Andhuac. He is the CEO of Janel, S A. de C.V. He is 56 years old Additionally, be is a board
member of the following companies: Telmex, America Movil, CGT. GCarso, GFInbursa and -
severa] of its subsidiaries Ideal, Promotora Inbursa and GSanboms.

Edunrdo Valdés Acra has a bachelor’s degree in business administration from the
Universidad Andhuac. Currently, be is the Vice-chsiman of GFInbursa and CEO of Inversora
Buwsatil He is 41 years old He is a board member of the following companies: GFinbursa and
all its subsidiaries; GCarso and Telmex.

Board Members and Sharsholders® Equity Interest

In regard to the equity interest of more than 1% of the shares of capital stock owned
by Company’s individual board members and officers and the shareholders that are beneficiary of
5% or more of the issuers’ shares entitled to vote as well as the Company’s 10 majority
shareholders, despite their equity interest not reaching the latter percentage, it is important to
underscore. that the Corporation does not have complete and exact information about the
individual mterest of the board members and officers nor of its shareholders by virtue that ther
shares are not registered in the Corporations’ ledger according to the current legislation.

Nevertheless and pursuant to the Company’s information to April 27, 2005, 4 board
members have an equity mterest of more than 1% directly or indirectly and 7 shareholders have
an individual equity interest of more than 5% of the Company’s outstanding capital Stock.
Moreover, Mr. Carlos Slim Hehi and his close relatives, all Mexican, constitte, directly or
mdnacﬂytheCumpanyspnmxpkshmeho}du&Smdﬁmﬂyseqmtymtawwappmmmﬁdy
81% of Company’s outstanding capital stock to April 2005. It is clear from the foregomg
information thst the Company is a corporation with Mexican shareholders constituting the
majority of its sharehiolders.

Remuneration for Board Members and Officers
During the fiscal year ending on December 31, 2004, the board members only received

their fees as payment for attending the board of directors’ meetings. The payment was $56,500
MXP per member for all the meetings held throughout 2004.

Officars
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The Company does not have employees since it is only a shareholder. Mr. Damiel Hajj
Aboumred is the CEQ, in addition to being the CEO of América Movil, and did not receive any
payment whatsoever fom the Company for the 2004 fiscal year.

Statutory Auditors

The current statutory auditor is Public Accoumtant Alberto Tiburcio Celorio, managing
parter of Mancera. The substitute statwtory anditor is Public Accountant Femando Espinosa
Lopez.

Comité de Auditori

mmmnyhsmm&ﬁhgcmnegwﬁd:isambmm&uefhbwﬂaf
directors. It is comprised of board members of whom the chairman and the majority thereof are
independent. The statutory auditors attend the meetings as guests, without the right to an opinion
or vote.

The duties of the andit commitiee are:

¢ Draft an annmal report about its activities and submit it to the board of directors;

» Give an opinion about transactions with related persons, and

s Propose hiring independent experts, if necessary, to give an opimion about the
transactions set forth in Article Twenty-Four, Secuom)ﬂchthebthsurtb
transactions that are not encompassed by the regular course of business and that may be
camied out by the Company and its partuers with persons that form part of the
Company's administration or with whom said persons are connected in regard to assets,
or as the case may be, a relationship by blood or mamiage up to the secand degree, the
gpowse or common-law spouse of if their subsidiaries infend to work with related
parties representing the purchase or sale of 10% or more of the assets; security
mterest for an amount greater than 30% of the assets; as well as other operations for
mere than 1% of the Compairy’'s assets.

The anditing committes is made up as follows:
José Kuri Harfush Chairman
Jusn Antonio Pérez Simon
Eduardo Valdés Acra
Said committee has at least one finance expert.
During the fiscal year ending on December 31, 2004, the anditing committee members only

mwwdﬂmr&esaspaymmtforamdmgﬂ:emﬂungcmneemungs The payment was
$22,750 gross MXP per member for the whole year.

d) Bylaws and other Agreements

Below iz 2 brief summary of some of the relevant provisions of the bylaws and applicable
legislation. The aforementioned summary does not aim at including all of the provisions of the
bylaws or applicable lepislation. It is subject thereto by reference. The Company’s bylaws have
bemymmmmMﬁchhMyof&meMmyhbM
wp

The last reform in the Company sbﬁawsmsapprwedxtﬂxgmalmmdmny
slmehnidasmeenngheldon])eeemba’& -
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General Information The Company was incorporated an December 5, 1996 as a variable
capttal business corporations derived from the spin-off from CGT, pursuant to the provisions of
the LGSM.

The Company’s authorized capital stock is comprised of 3.935 billion series-A shares that
are comumon, registered, without par value and that represent the fixed portion of the capital
stock. The issuance of new shares for the fixed portion of the capital stock requires an
amdmmmme@mpawsb}lmﬁnmghmmﬁmnyﬂmeholdm meeting. As a
varisble capital business corporation, the Company requires a minirmim fixed portion of the
capital and it may have a variable partion of capital Cunendy, the Company does not have
shares that represent the variable portion of the capital stock. Shares can be subscribed by
Mexican and foreign investors.

Neither the Company nor any of its subsidiaries may be shareholders of the Company or
corporations in which the Company is deemed a subsidiary. Notwithstanding the foregomg, the
Company does have the option of acquiTing its own shares pursuant to the applicable provisions.

Stock Registry Series-Al shares shall be represented by stock certificates that have a
coupons sttached. Pursuant to LGSM, only the shareholders registered in the Corporation’s
shareholders’ ledger will be deemed shareholders. Shareholders may physically hold the shares
(that together with the corresponding record in the shareholder's ledger will certify ownership) or
though the registry in financial entities with an account i Indeval. The ownershup of the shares
deposited at Indeval will be evidenced by the registry and lists kept by Indeval

The shareholders’ ledger shall be closed on the business days before the shareholders’
meeting is scheduled to be held pursuant to the published call.

Voting Rights and Shaveholders’ msetings Each series-Al share entitles its holder to one
vote in any of Company’s shareholders” meeting. The shareholders may appoint all of the board
members. Presently, the board of directors is comprised of 6 shareholding members and 6
substitites. Prrsuant to the Company’s bylaws, the board of directors shall be made up of at least
5 members. Each shareholder or group of shareholders that represent 10% or more of series-Al
shares shall be entitied to appoint a board member.

General shareholders’ meetings may be ordinary or extracrdinary. General
shareholders” meenngarecaﬂedtodxsassmemmmfonhbvﬁmdeIBZoftheLGSMand
the bylaws. Basically, these issues are increases and reductions to the fixed portion of the capital
stock and other amendments to the bylaws, Liquidation, mergers, spin-offs, transformation from
ene kind of corporation into another, change in nationality and change in cotporate pzpose.
General ordinary meetimgs are called to discuss all other issues, including the appo: mnnanof
board members and stamtory suditors. TheCanpanysgenaulordmaryshmhokhs meeting
mmst be held at least once a year during the foliowing four months after the close of the previous
fiscal year. It shall discuss certsin issues set forth by Article 181 of the LGSM, including the
appointment of board members and statutory auditors, approval of the board of directors’ Report
regarding the Company's performance and the financial statements thereof during the previous
fiscal year as well as the distribution of the results for said fiscal year. -

Pursuant to the bylaws, the quormm for the first summons of a general ondinary
sharebolders’ meeting is at least half of the cutstanding series-Al shares. Resolutions may be
adopted by a favorable vote of the majority of the series-Al shares that are present If there 1s no
quorum in the first summons, then a second meeting may be called to adopt resolutions by means
of a favorable vote of the majarity of the shares that are present, regardless of the mimber of

The quorum needed for the first summons of a general extracrdinary shareholders’ meeting
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or a special meeting is 75% of the outstanding shares entitled to vote on issues to be addressed by
said general extraordmary or special shareholders® meeting. In order to consider a resolution as
validly adopted by an extraordinary shareholders’ meeting, whether by a first or ultarior call, the
favorable vote of the shareholders owming at least half of the outstanding shares entitled to vote

in regard to issues {0 be addressed in said extrsondinary meeting.

In order for a special shareholders’ meeting to adopt a resolution, whether by a first o
ulterior call, the favorable vote of the at least 50% of the outstanding shares is needed.

Pursnant to law, the shareholders owning 20% of the Company’s outstanding capital stock may
eﬂ)osememolmomofgenﬂﬂmeungsbymbmmngamtbeﬁmﬂnmmpaanmmmﬁ:m
15 days after the close of the meeting in which said resolution was teken. Said brief roust state
that the resolution being challenged violates the law ar the Corporation’s bylaws. The right to

to these provisions be exercised the. shareholders (i) that have a
m% meeungpémt adnpmdmgxe resolution bﬂbciaumpd, and (if) whose shares
were not represented when the resolution was taken or, if they were represented, they voted
agamst said resolution.

The shareholders’ meetings may be called by the board of directors through its chainman’
or secretary, statutory auditor er any competent judge. Shareholders owning 10% of the
outstanding shares may request the board of directors or statutory auditor to call a shareholders®
meeting. Furthermore, the board of directors or statutory auditor must call a shareholders’
meeting when it receives a written request of any series-Al shareholder if a general ordinary
shneholdm'meeﬁnghasmbemheldfammemﬁwymm'if&esharﬂmldas meehng
held during said period have not teken imto considerstion the issues. set forth bsy
aforementioned Article 181 of the LGSM. If no meefing is called within the following 15 days
after the date of the regnest, the competent judge may request that the meeting be held. The call
to the must be published in an official of the s domicile or in a
Mjmmmwmm?MMﬂMMWmh&meM The
shareholders’ meetings may be held without said publication, provided that 100% of the
o shares entitled to vote the issues to be considered by said are
Wﬂtstandmg Inordermamdashmd:ddasmmmg dmeshmehoidmmzyteqmstm;‘imgobm
an admission card Said shareholders may obtain such, at least with the anticipation set in the call
to the shareholders™ meeting, by submitting adequate proof of ownership of the Company’s
shares. They shall obtain said admission by depositing the shares with Company’s carporate
secretary or with an institution authorized to accept said deposit. If a shareholder is entitted to
attend 2 meeting, said shareholder may be represented by a proxy executed before two witnesses.

Dividends At the ordinary shareholders’ meeting, the board of directors shall submit
Cm:panysﬁmncxalsmtem&fmﬂmpmmﬁscﬂywalmgmthﬂumpmt&mwfﬁoh
shareholders. The shareholders, once they have approved the financial statements, shall
determine the Company’s distribution of net profits, comesponding to the previous fiscal year.
Pursaant to law, 3% of said net profits mnst be set aside as a statutory capital reserve, which shall
not be available for distribution until the smoemt of said legal reserve is equivalent to 20% of the
Company’s capital stock (before the effective re-expression thereof in constant pesos). The
mssammdkgdnmvﬁmdﬂnﬂbeﬁstﬁhnedmﬁnoﬂmmefmdsmbhshedw
the shareholders. These mclude a fund to purchase their shares from the Company. The
remainder of the net profits, if suy, shall be available for distribution as.

The series-Al shareholders shall have equal rights per share to receive dividends and other
distributions, including any distributions at the moment of Company’s liquidation. Partially paid
shares will participate in any distribution to the degree that they have been paid at the moment of
dismibution, or if they have not been paid, then solely regarding the paid portion.
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Capital Stock Variations In general the capital may be increased by additional
conmibutions in cash or kind made by the shareholders, capitalization of liabdlities or
capitalization of certain emtries of capital Nommally, an increase in the capital stock may not be
made umntil all of the shares of capital stock previously issued and subscribed have been paid
completely. A reduction of the capital stock may be carried out in order to absorb losses, redeem
ghares or release shareholders from pending payments. A reduction of the capital stock in order
to redeem shares, thus reimbursing the shareholders must be done prorated manner or by draw.

‘Also, shareholders may approve amortization of shares fully paid-in with profits withheld Said

amortization would be carmied out by means of a share repirchased in the BMV (should hte
shares be registered therein).

The Company’s fixed portion of capital stock may imcrease or decrease by a resolution of
the general extracrdinary shareholders’ meetings and by an amendment to the bylaws, while the
Company’s variable portion may increase ar decrease by a resolution of the peneral ordinary
shareholders’ meetings. :

A shareholders’ resolution is not needed to reduce the capital stock as a result of
the right to withdraw the shares comresponding to the variable portion of the capital stock or from
the acquisition by the Company of its own shares or from increases to the capital stock resulting
from the sale of shares that 1t previously purchased.

Right of First Refusal Except under certain circumstances, in the case of an increase of
capital through the issusnce of new shares for payment in cash or kind, a series-Al shareholder at
the moment of incyeasing the capital has a right of first refusal to subscribe encugh mumber new
shares s0 as to keep its same percentage of equity inferest of in the case of an increase in capital
through the issuance of shares entitied to 2 restricted vote or with limited corporate rights, to
mbsawethemmbanfmmbeimuedﬁmmmnnghtokeq)mmdmty
mterest. Said night of first refusal must be exercised within the following 15 days after the date of
dxemrrapondmgmnﬂcanenmﬂuoﬁaﬂnewspapaofﬂm@mpmysdnmukwmmof
the major newspapers in such domicile. It may also be exercised after the shareholdess’ meeting
that approved the increase of capital if all the shareholders were represented in said
otherwise said rights will expire to law, shareholders may not waive their right of first
ummmmmmm.m,mmmu
represented by a negotisble instrument aside from the corresponding share cestificate.

Forsign Bivestment Law Ownership in the Company’s’ capital stock by foreign
investment is regulated by the Foreign Investment Law and the Regulation to the Foreign
Investment Law. The Secretariat of Economics and the National Foreign Investment Commission
are the agencies in charge of applying the Foreign Investment Law.

The bylaws establish that the Company shall not directly admit, as parters or
shareholders, any foreign investor or cotporation without a foreigner-exclusion clause To date, -
the majority of América Telecom is controlled by Mexicans, and foreign participation i its

capital stock constitutes a minority.

Minimum Fixed and Variabls Capital As a variable capital business corporation, the
Company may issue ghares corresponding to its fixed portion and shares corresponding to the
varisble portion of its capital stock. The issuance of shares of variable capital stock contrary to
the shares of the fixed portion does not require an amendment to the bylaws; however, the
approval of the general ontinary shareholders’ meefing is needed

Presently, there are no shares of the Company corresponding to the vaniable
portion of the capital stock or that are outstanding. If there were shares of variable portion, these
raay be withdrawn completely by their shareholders. Except under certsin circumstances, the
mmnmmptﬂmaymbewxﬁ&amAshreholdaofmablzmmmshnzmmk&ly



)

or partially withdraw said shares mnst notify the Company abont said withdrawal through a
written and signed notification. If the withdrawal notice is received before the last quarter of the
fiscal year, said withdrawal will become effective ar the close of the fiscal year in which the
notification was sent. Otherwise, the withdrawal will become effective on the following fiscal
year.

The redemption of the Company’s shares of variable capital stock shall be camried out at
the lesser of (i) 95.0% of the average share price per volume of the operations traded in the BMV
during the 30 business days before the date in which the withdrawal will become effective or (i)
the book vaiue per share of vanable stock calenlated by taking the Company’s financial
statements as a basis (approved by an ordinary shareholders’ meeting) comesponding to the close
of the previous fiscal year puior to the date on which the withdrawal will become effective. Any
amount that the Company must pay will mature on the following day after the ordimary
shareholders” meeting mentioned in item (if) above.

Daration Pursuant to the Bylaws, the duration of the Company is indefinite.

Share Repurchase At auy time, the Company may purchase its own shares through the
BMV at any time at the prevalent market price. The board of directors must authorize said
purchase, and said board shall designate the officers responsible to carry out said operations and
the maximuum amount that may be applied for said purpose, in the wnderstanding that under no
circumstances may the resources earmarked for said operations exceed the total balance of the
Company’s net profits, including withheld profits. In the cases of share repurchases, the amowant
of the operation shall be charged against the net worth while said shares pertain to the issuer or,
should 1t be resolved that they be returned to the treasury, the Company’s capital stock shall be
automatically reduced by an amount equal to the thearetical value of each share
(calculated by dividing the Company's owtstanding capital stock by the mnnber of outstanding
shares prior to said repurchase). If the purchase price for said shares is greater than the assumed
par value, the difference shall be charged to the net profits transferred to the special legal reserve
created to repurchase the shares. Repurchased shares shsll be kept in the Company’s treaswry to
be later placed in the BMV. The net worth or, as the case may be, the Company’s capital stock
shall increase automatically at the moment said shares are resold for an amount equal to their
assumed par value. Any excess amoumt shall be transferred to the aforementioned special legal
reserve. The chased shares’ c and votes not be exercised
while!hwe::mcwnedh m&mmmgmwﬁmmﬁm&dmg
outstanding for the purpose of calculating the quorum or vote in any shareholders’ meeting
during said period.

Repurchase in the Case of Registry Cencellation If the registry of Company’s shares
before the Securities Section of the RNV is cancelled, whether requested by the Company or
pursuant to a resolution adopted by the CNBV, then the Company’s bylaws and the CNBV's
regulations require that majority shareholders must make a public tender to purchase the shares
that were previonsly owned by the minority shareholders. Unless the CNBV approves a different
pnoe,smdmajmuyshn&ohmnmstpmchmﬂ»shmsmdnhﬁeﬁpmeofnﬂas@me
average estimated price pondered by the volume of the operations corresponding to the shares for
the 30 days before the date of the offer or (ii) the amount in the shareholders® ledger, reflected in
the last quarterly report filed before the CNBV and the BMV before the date of the offer; and the

y must demonstrate that the amount to offer for the shares offered to the greater investing

- public is less than 30,000 investment units.

Sharsholders ' Conflict of Interest Pursnant to law, any shareholder that has a conflict of
interest regarding any operation whatsoever must abstain from voting on such matter at the
comesponding shareholders’ meeting. If a shareholder votes on 2 matter in which his or her
interest conflict with those of the Company, such shareholder may be lisble for damages if such
transaction would pot have been approved without his or her vote.
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Board Members’ Conflict of Interest Pursuant to law, any board member that has a
conflict of interest with the Company mmst reveal this fact to the other board members and
abstain from voting. Any board member that does not comply with the aforementioned provision
may be liable for damages caused to the Corpany. Furthermore, the members of the board of
directors and the statutory suditors may not represent other shareholders at any shareholders’
meeting.

Right to Withdraw At all times when the shareholders approve an amendment to the
corporate purpose, the Company’s nationality or transformation into another kind of corporation,
fhen any shareholder entitled to vote regarding said amendment or transformation that voted
against such shall be entitled to withdraw from the Company. Said shareholder shall receive the
amomnt calculated that according to law may be atiributed to s shares. However, such
shareholder must exercise its right to withdraw within 15 days after the date m which the
aforementioned meeting was held. The amount that a withdrawing shareholder may receive is
equivalent to its equity inferest in the Company's capital stock pursuant to its most recent balance
sheet approved by a general ordinary shareholders’ meeting. )

Legal Actions Against Board Members Pursuant to law, legal action may be filed for civil
lisbility against the board members by resolution of the ordinary shareholders’ meeting, If an
ordinary shareholders’ meeting decides to file such action, the defendants shall stop
being board members. Furthermore, the shareholders’ representing at least 15% of the
Company's cutstanding shares may take direct action against the board members; provided that
(i) said shareholders have not voted against taking such action in the comesponding thareholders’
meeting and (i) said lawsuit includes the damages that bave been allegedly caused to the
Company and all of its shareholders and not only to the plaintiffs individuslly. Said action may
be exercised also in regard to statitory auditors, ot a5 the case may be, against the mesnbers of
the Andit Committee. Any reimbwrsement for such action shall immre to the bensfit of the
Company and ot to the shareholders who filed such action. '

Authorifies of the board of directors ~ Dacisions Based Upon Personal Interests The
Company’s board of directors may establish payment plans for executives, although this
authority is not established expressly in the bylaws. Neither the board of directors nor the other
internal administrative bodies shall be authorized expresly to take decisions on any matter in
which any of its members may have a personal interest.

Corporate Rights Conferved by Shares There is no distinction in the shares representing
the Company’s capital stock that grant different corporate rights to their holders regarding veting
at general shareholders’ meetings. Furthermore, to the best of the Company”s knowledge, there is
no agreement aside from the bylaws that will delay, prevent, defer or make more onerous s

change in the msnagement thereof.
The corporate rights conferred by the shares to each of the Company’s shareholder are
mechanism.

not restricted by any trust or any other existing

Intermediary Administrative Agencies The Company has an auditing comumitiee, which as
an mtenmedisry administrative body assists the board of directors with any decision-making
regarding its duties. See section “Directors and Shareholders — Duties of the Awditing
Committee.” i



)

)

Remicﬁomeremmmﬁcksmdnbylaﬁ'scragmmmmgmshxeboldasm
limit or restrict the Company's administration of its shareholders in any mamner whatscever.
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STOCK MARKET
a) Shareholder Stracture
The Company has authorized 3,935,076,076 ordinary series-A-1 shares, which are

registered, withowt par valme and include the right to vote. As of December 31, 2004,
3,500,645,759 shares were outstanding. As of May 31, 2005 3,488,158,759 shares were
outstanding.

b) Performance of the Shares in the Stock Market

Belowism'infamaﬁonmbleﬁmshomthepsﬁmameoftbeshmintbem
dnring the last two fiscal years.

[Space left blak intentionally]
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Below is an information table that shows the quarterly performance of the shares in the BMV
during the last two fiscal years.
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Below is an information table that shows the monthly perfonnance of the shares in the BMV in

the second semester of 2004.

2804 AgoDs Spas OcdO4 e DA [

2 VOLUMEN 3002200 230,848 500 B24 764,800 SCA404,200 10020000 948382000
MAXMO 28 as e RN 288 325
MIIMO 2135 208 ne 238 288 ko3

CERRE AT 3 £ ) 778 393

[Spece left blank intentionally]
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6 PERSONS IN CHARGE

The following contains the comrespending caveat under the terms set forth in Article 33
of the Provisions:

CEQ, Director of Admimistration and Finance, and Chief Counsel

Pursuant to Article 33, Item b), of the “General Provisions Applicable to Secirities Issuers and
Other Stock Market Participants,” published in the Federal Official Gazette on March 19, 2003:

“We, the undersigned, state under cath, with respect to the area corresponding to

our respective dufies, we drafted the issuer’s information contzined in this
brochure, which, to owr faithfl knowledge and understanding, reasonably
reflects the issuer’s standing. Likewise, we state we have no knowledge of
significant information’s having been omitted or falsified in this brochure of this
brochure’s possibly causing an emror on the part of investors.”

México, Federal District. June 30, 2005

{Signature on the original docwanent]
MR. DANIEL HAJT ABOUMBAD
CEO

[Signature on the oniginal document]
MP_ ARMANDO IBANEZ VAZQUEZ?
Director of Administration and Finance

? Becrse it is & bolding compony, the Company does not bave employess or officers. Therefore, the officer singing
this cavest has & similar or equivsient ttle to the CFO as referred 1o in the Genersl Provisions Applicable 0o Share
Issuers or cther Panticipans of the Sinck Market, published in the Official Daily Gazette oo March 19, 2003; provided
that there is no such CEO or similar officer thereof.
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External Auditor

Pursuant to Article 33, Item b), of the “General Provisions Applicable to Securities
Issuers and Other Stock Market Participants,” published in the Federal Official Gazette on March
19, 2003 and exclusively regarding information in the audited consolidated financial statements
according to the aforementioned Article, Section 1, Item a), Numerzl 3 as well as any other
financial information included in this annual report whose source are the financial statements
audited by our firm, Mancera, S.C., Part of Emst & Young Global:

“I hereby state under oath that the financial statements for América Telecom, S A de CV. and its
subsidiaries to December 31, 2004 and 2003 contained in this annmal report were audited
according to the generaily accepted accounting principles in Mexico. Furthermore, I hereby state
that within the scope of the wotk carmied out to audit the aforementioned financial statements, I do
not have knowledge of relevant financial information that has been omitted or falsified in this
annual report or that it contains information that could induce the investors to emr.”

Mr. Fernando Espinosa Lopez
Mancera, S.C
Part of Emst & Young Global
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REPORT OF INDEPENDENT AUDITORS

To the Stockholders of
Amgérica Telecom, S.A deCV.

We have andited the accompanying consolidated balance sheets of América Telecom,
S.A de CV. and subsidianies as of December 31, 2004 and 2003, and the related
consolidated statements of income, changes tn stockholders’ eqmtvandchmgesm
financial position for the years then ended These financial statements are the
fespoasibility of the Company’'s management. Our responsibility is to express an opinion
onﬂxmeﬁnmcm xa]statemmtsbasedosomaudﬁ&mﬁnmalstatmmusofﬁacﬁme
Wireless, which were oni with acconnti
enemﬂyacceptedmtheUmte%%agéso Mam:foﬂ% m
MOftotalopemtmgmvem:esa:Deoemberﬂ 2004, were examuned by other
independent auditors. Consequently, our opinion, insofar as it relates to the financial
informaticn of such subsidiary (prior to its conversion to accounting principles generally
accepted in Mexico), is based solely on the reports of the other independent andifors.

We conducted our audits in accordance with auditing standards generally accepted in
Mexico. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material musstatement and
are prepared in conformity with accounting principles genemlly accepted in Mexico. An
audit includes consideration of internal control over financial reporting as a basis for
designing audit procedures that are appropriste in the circumstances, but not for the
pmposeofexpxmmganopmonontbeeﬁecmmessofﬂmemysmmemalcoml
over financial reporting. Accordingly we express no such opivion.  An audit includes

on a test basts, evidence supporting the amonnts (including the conversion of
the financial statements of the foreign subsidiaries o accounting principles generally
accepted tn Mexico performed by América Mévil, S.A_ de C.V.) and disclosures in the
financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial
statement presentation. We believe that our avdits provide a reasonable basis for our

opinion.
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In our opinion, based on our audits and on the reposts of other independent auditors
referred to in the first paragraph above, the accompanying consolidated financial
statements present fairly, in all material respects, the consolidated financial position of
América Telecom, S A de C.V. and subsicharies at December 31, 2004 and 2003, and
the results of their operations, changes in their stockholders’ equity and changes in their:
financial position for the years then ended, in conformity with accounting principles
generally accepted in Mexico.

Mancers, S.C.
A Member Practice of
Ernst & Young Giobal

Fernando Espinosa

Mexico City
Februaary 235, 2005
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AMERICA TELECOM, S.A. DE C.V. AND SUBSIDIARIES
Consolidated Balance Sheets

(In thousands of Mexican pesos with purchasing power

at December 31, 2004)

Assets
Cuwrent assets:
Cash and short-term investments

Marketzble securities and instruments available for

sale (Note 3)

Accounts receivable, net (Note 4)

Related parties (Note 16)

Inventones, net (Note 5)

Prepaid expenses (Note 6)

Other curent assets (Note 7)
Total current assets :
Long-term and other investments (Note 9)
Plant, property and equipment, net (Note 7)
Prepaid expenses (Note 6)
Licenses, net (Note 8)
Trademarks, net (Note §)
Goodwill, net (Note 8)
Other non-current assets (Note 7)
Total assets

Linbilities and stockholders’ equity
Curent Liabilities:
Short-term debt and cwvent portion of lang-term
debt (Note 13)
Accounts payable and accrued liabilities (Note 12)
Taxes payable
Related parties (Note 16)
Defemred revenues
Total current lizbilities

Long-teym debt (Note 13)
Deferred taxes (Note {8)
Defarred credits

Total liabilities

Stockholders” equity (Note 17): .
Capital stock

Stock premiwm
Retained earmings:

Prior years

Net income for the year

Other accunmiated comprehensive meome items
Total majority stockholders’ equity

Minarity

Total stockholders’ equity

Total liabilities and stockholders’ equity

The accompanying notes are an integral part of these financial statements.

December 31

2004

2003

$ 16550979 § 9958333
- 2,590,038

836,126

20 ao7,599 12,024 840
681,426

u,w,m 5,500,654
176,323 194387
3102528 2101403
55447996 31207169
&L010 2,680,871
84913441 74854931
205611 2836476
27971131 27147383
7057238  £294,001
15,106,467 10,765,888

$ 11499871 $§ 3656504

36637915 21058583
5,379,729 3,138,007
92,391 85275
7,082,045 4263250
60,691,951 32,801,799
68,796,627 58,796,143
6,205512 3,779.267
0271 136,126
35917260 03.313.335
4453374  44899%
22,733 422732
5,613,208 7,092,117
5,481,414 5.139.018
11,094,709 12,236,195

759,31
17,429,685 16,390,176
46992670 48389725
&4, 229556 T
300,339,615

160,293,236
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AMERICA TELECOM, S.A. DE C.V. AND SUBSIDIARIES
Consolidated Statements of Income

(In thousands of Mexican pesos, except earnings per share,
with purchasing power at December 31, "004)

" Year ended December 31
2004 2003
Operating revemmes
Services:
Usage charges S 70180060 $§ 51385074
Monthly rent 18,147,241 12,243 427
Loug-distance 10,782,733 7,769.316
Other services 11,611,124 6,307,516
Sale of bandsets and accessories 24,025,639 12,695,974
134,746,797 90.401.307
Operating costs and expenses:
Cost of sales and services 61,147,278 35,314,659
Cost of sales and services with related parties 4,268,679 4,104,539
Commercial, adnuinistrative and general 26,286,300 16,771,361
Commercial, administrative and general with
related parties 736,495 556,510
Deprecistion and amortizstion (Notes 7 to 10) 19,596,906 14 874392
112,035,658 71,621,461
Operating income 22.711,139 18.779,846
Comprehensive financing income:
Interest income 2405417 2,722,138
Interest expense , o ( S15843) (4369128
Interest (expense) income with related parties ( 661 4950
Exchanpe gam, net 2,113,946 1,009,492
Monetary position gain, net 3,684,696 2,782,730
Other financing cost, et { 1110,768) ( 199.224)
1934196 1,950,958
Other income (expenses), net 89,033 (1108017
Income before income tax and employee profit sharmg 24,734,368 19,622 787
Income tax (Note 18) ( 8080107  (3391,786)
Asset tax ) - ( 10989
Engployee profit sharing (539770 (260805
(8,619,877 ((3.663.57%)
Income before equity interest in net Joss of associated 16,114,491 15,959,212
companies
Equity interest in net loss of associated companies {  92763) ( 136,312
Net income S 16,021,728 § 15822900
Distribution of net income:
Majonity interest s 5,481,414 5,139,018

Minority interest 10,540,314 10=683§2
Net income 16,021,728 15,

Weighted average number of common shares
fing (aullion)

3 3690
Net majorify interest eamings per share 5 158 3 1.353
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The accompanying notes are an integral part of these financial statements.
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AMERICA TELECOM, S.A. DE C.V. AND SUBSIDIARIES
Consclidated Statements of Changes in Financial Position

(In thousands of Mexican pesos with purchasing power

at December 31, 2004)

Operating nctivities
Net income
Add (deduct) items not requiring the use of
TeSources:
Depreciation
Amortization
Amortization of loss on sale and lease back
Amortization of prepaid expenses
Deferred income tax
Equity mterest m net loss of associated companies
Changes in operating assets and lisbilities:
Decrease (increase) in:
Accounts receivable
Prepaid expenses and other current assets
Toventories

Increase (decrease) in:

Accounis payable and accrued Liabilities
Related parties

Deferred revenues and credits

Taxes payable

Deferred taxes

Resources provided by operating activities

Financing activities
New loans

Resources provided by financing activities
Investing activities

ITnvestment in plant, property and equipment
Investment in subsidiaries and associated conpanies

: N_et increase (decrease) tn cash and short-term

mvestments
Cash and short-term investments at beginning of

year
Cash and short-term investments at end of year

The accompanymng notes are an integral part of these financial statements.

Year ended December 31
2004 2003
$ 16021,728 § 15822900
12,256,787 10,231,574
6,597,722 4,642 818
483,491 140,998
258,906 79,342
2,751,735 28,555
92,763 136,312
( 8,782,759) ( 5146.059)
( 831 ( 4295254)
( 874257 ( 2211,160)
( 4349,14d) (2613750
12,685,963 6,068,493
( 238,756} ( oz
2,305,439 2,046,278
2,241,632 1,111,111
(  325,090) 1,510,087
35,376,738 30,548 324
52,732,687 30,256,003
(34,888924) ( 23,548,030)
(15548226) (  2,004,173)
943,169, 532,889
1,352,368 4,170,911
(21,228.862) ( 23,520,032)
584,107 ( 2.221,683)
( 7,518,628) { 1,0583546)
322,083 916,602
( 540248 (  7.806,562)
- 1,901.759)
( 1,7583.91%) 752,500
(38,136,460} (34,839, 480)
6,592,646 ( 120,245)
9,958,333 10.078.578
$ 16550979 9.958.333




)

AMERICA TELECOM, S.A. DE C.V. AND SUBSIDIARIES
Notes to Consolidated Financial Statements

(In thousands of Mexican pesos with purchasing power
at December 31, 2004)

1. Description of the Business
5) Spin-off from Carso Global Telecom, S.A. de C.V.

América Telecom, S.A. de C.V. (hereinafter the Company or América Telecom) was
incorporated on November 30, 2001, as a result of the spin-off from Carso Global
Telecom, S A. de C.V. (hereinafier Telecom). .

The principal assets of América Telecom at December 31, 2084 and 2003 ccasist of the
equity investment in América Mévil, S.A. de C.V. and subsidiaries (América Movil), as
well as in another company in the telecommumnications sector.

Teléfonos de México, S.A. de CV. (Telmex), a subsidiary of both Telecom and
Radiomévil Dipsa, S.A de C.V. (Telcel), a significant subsidiary of América Telecom,
have extensive cperational relationships, including, among others, the interconnection of
their respective networks and the common use of facilities, particularly with respect to
the offices and installation they share on premises owned by Telmex These operational
relationships are subject to various agreements, which for the most part, were in place
prior to the spinoff Most of these agreements are subject to specific regulations
ing all telecommunications operations. The terms of these agreements are sinilar
to those under which each of these subsidianies does business with unaffiliated parties.

The Company has no employees of its own; all administrative services are provided by
an affiliate.

b) Operations of the Company

América Telecom is the leading provider of wireless communications services in Latin
America through its subsidiary Radiomévil Dipsa, S.A- de C.V,, which operates under
the tradename “Telcel”. América Telecom has the most extensive nationwide cellular
telecommmunications coverage in Mexico.

Additionally, América Telecom has equity investments in subsidianies and associated
companies i the telecommunications sector in Mexico, Guatemala, Nicaragua, El
Salvador, Ecuador, Brazil, Argeatina, Colombia, Honduras, Uruguay, Veaezuela, Spain
and the United States.
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At December 31, 2004 and 2003, the America Telecom’s equity interest in its principal
subsidianies and associated companies is as follows:

%% equity interest at December3l
Name of company Location 2004 2003
Sabsidiaries: (1)
América Mévil, SA.de C.V, Mexico 40.28% 3E2%
Sercotel, S.A de C.V. (Sercotel) Mexico 1000 1000
Radiomovil Dipsa, S.A. de C.V. (Tekee)) Mexico 1000 1000
TracFone Wireless, Inc. (FracFone) UsSA 982 932
Telecom Américas, Ltd: (2) (Telscom Americas) Bermuds 78 975
ATL-Algar Telecom Leste, S.A. (ATL) Brazil 913 915
Americel, 5.A. (Amnerice]) Brazi! 963 96.0
Telet, S.A (Tele) Bzl 964 965
Tess, S A (Tess) Brazil 978 915
BSE S.A (BSE) Bnazil L2 95
BCP, SA (BCH) Brazil 73 (74 ]
ALBRA S.A (ALBRA) Brazil 978 975
STEMAR, S.A (STEMAR) Brazil 73 975
Amirica Cenfral Tel, SA (ACT): (3) Guaramalis 1000 100.0
Telscoxmmicaciones da Gustemals SA. Guxtemals %0 938
(TELGUA)
Newzotal, S A. Gustemals 99290 988
Servicios de Coummicaciooes Personales
Inxtimiwicas, S.A. (Sercam) Guarsmais 90 988
Sezvicios de Comumicaciones de Nicaragna, S.A- Nicazagns %0 o088
Telziob, S A Gustemnsls 900 988
Teleforza Piblica de Guatemala, S A (Publite]) Guatemala 290 038
Arrendadors en Telecormmicacionss, S A Gusmzia 933
AMX El Sslvador, L.L.C. ) Delaware 1000 10090
Congpadiis de Telscomumicaciones de E
Satvador, SA de C.V. (CTE) () El Safvador 952 510
CTE Telecom Personal, SA de CV.
(Perscasl) El Satvador 949 510
Cebienst S.A de C.V. (Catdenst) El Salvador 949 510
Telecomoda, S.A. de C.V. (Telecormnodde) ] Salvador e 510
Publicom, 5.A. de C.V. (Publicom) El Salvador 949 510
Comrunicacion Celular, S.A. (Comcel): (5) Colombia 992 95.6
Occidents y Caribe Celular, S.A. (Occel) Colombia 934
Celcaribe, S.A. . Colombia 850
Consorcio Ecnatorians de Telecommuicaciones,
S.A (Comerel) Ecaador 1000 1000 -
Techtr-LADS Commmicaciones Interactivas, SA. Argemina 8.0
Corporativo Empresarial de Comunicacionss, Mexico

SAdeCYV. "o 9.9
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Name of company Location 2004 )
CT1 Holdings, SA_(6) Argentina 100.0 910
" CTI Compxiia de Teléfonos del ¥nteriar, SA., :
(CT1 tmtexior) Argenting 100.0 920
CTIRCS, S.A (CTIPCS) Argenting 100.0 920
Eampress Nicaragiense
de Telecomuunicaciones, SA. Nicaragua %0
Megatel Honduras, S A de C.V. (Megated) (7) Huandues 1000
AM Wirdess Urngusy, SA. Urugaay 100.0
Affiliates: ()
Grupo Telvista, S.A. de C.V. (formerly Organiracion Mexico
Recuperadars de Carters, SA de C V) 450 45.0
Génesis Telecom 5.4 Venezusls 250 25.0
Deatada SA Spain 173 17.3
Network Access Sohutions USA .0 20
US Commescial Corporation, S.A. de C.V. Mexico 20.7

(1) SeeNote 9 for 2 description of activity in subsidtarias and sssocisted companiss.

(2) The pame “Telecotn Ameéricas™ a5 used bereinsfter will refer collectively to the compsaies ATL, Americel,
Telet, Tess, BCP, BSE, ALBRA and STEMAR.

(3) Incindes Nicaragua operstions.

“@ Ihemm”unsahamﬁswmmcm}ywhcmmwwm
Telecornoda and Pablicom.

(5) ©On December 31, 2004, Occidente y Caribe Celular, SA. (Occel) and Celcmibe, S.A. were merzed imo
Comnmicacidn Celulr, S.A. (Camxed), the swviving company. The merger gave rise to 8o imporant effects.
All mesged entities will bereinafior be referred to as Comeel

(6 The name “CTI” as used hersinafter will refer coliectively to the campanies CTI Boldings, CTI Interior and CTI
PCS, .

(D InJannary 2005, Megarel chanzed its name to Servicios de Canymicacicoes de Hondarss, S.A. de CV,

América Telecom through its subsidiaries has licenses to install. operate and manage
mobile telecommunications services in Mexico, Guatemala, Nicaragua, Hondums,
Uruguay, El Satvador, Ecuador, Colombia, Argentina and Brazil Such licenses will
expinanvmionsdatesbetwemﬂwybms2008md2028.

bgmuaLthehcmssgranhedtoth:Compmydomzreqtmmyaltypaymtswﬂm
respective governments. However, licenses awarded in Mexico, ;cam%ua, Hondums,
Ecuador, Colomha,mgmmmd&anlgmmpaymmtofmm utions to their
mspecuvegmmmls,basedmsamecasesonmmnesandmoﬁmmaonme
number of channels in operation.

Telgua, CTE and Enitel provide fixed-tine telephone services. '
TracFone Wireless, Inc. (TracFone) resells celtular airtime on a prepaid basis through

retaﬂuswcustomﬂswhousetelephmeqmppedmﬁszcmeﬁwm TracFone
does not own a cellular infrastructure but purchases airtime from camiers throughout the

" United States (the US.A).

In December 2002, the Mexican Federal government awarded Telcel a license to install,
operate and manage basic radiotelephone domestic and international long-distance and
data transmission services in Mexico. The term of the license is for 15 years, which may
be extended at the discretion of the Mexican government.
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In February 2003, Telecom Américas, Ltd. switched its original Band B cellular
concessions, from a mobile cellular communications system (SMC) to personal
communication services (PCS). This change will allow this company to exercise an
option to extend the life of the licenses for an additional 15 years, upon payment of a

certain fee.

2. Significant Accounting Policies
Themostnnpmtaﬁaccmmhngpohuesandpmctinesfoﬁowedinmepmpmaﬁmof
these financial statements are described below:

a) Consolidation

The consolidated financial statements include the accounts of América Telecom and
those of the subsidiaries mentioned in Note 1. All of the companies operate in the
telecommunications sector or provide services to companies operating in snch sector.
Minority interest gelates to the interest of América Movil and its foreign subsidiaries.
All significant intercompany accouats and transactions have been eliminated in the
consolidated financial statements.

b) Revenne recognition

The Company’s revenunes are eamned principally on the following activities: sale of

airtime (including interconnection), monthly rent, long distance charges, other services
(including roaming value added service and other service charges), as well as the
proceeds from the sate of celtular phones and accessories.

Revenues are generally recognized at the time services are provided. Those services are

either under prepaid (calling cards) or under contract (post-paid) plans. In both cases,
auhmemveuuesmmcogmzedasacusmmthewhmemwhmmemdexpnes
in the case of prepayments for unused airtime.

Revenues from intesconnections, which consist of calls of other cammiers that enter the
Company’s own cellular aetwork {(incoming interconnections), are recognized at the time
the service is provided. Such services are billed based on rates previously agreed with
the other carriers, which are regulated by the respective authorities. .

Except for Mexico and Colombia, monthly rent under non-prepaid plans is billed based
on the rates approved by the regulatory authorities in the respective countries. For
Mexico and Colombia, basic monthly rent is billed one month in advance and recognized
as revennes i the month the service is provided.

Long distance charges refer to airtime used in receiving from or making calls to regions
o:ommgemsomdeuf!hemwhmmemstomensm'mted The related
revenues are recognized at the time the service is provided.

- Roaming charges represent airtime charged to customers for making calls outside their

coverage areas or abroad. The related revenues are recognized at the time the service is
provided based on the rates agreed upon with other domestic and international carriers.

Value added services and other services, which include voice services and data
transmission services (such as two-way written messages, call information, emergency
services, among others), are recognized as income at the time they are provided.



Sales of handsets and accessories, which are made mostly to authonized distributors, are
recorded as revenues at the time the telephone s bilied to the distnibutor or customer.

The Company generally does not charge activation fees to its customers; however, in
certain regions, depending upon market and competition strategies, certain activation
feey are charged. The Company recognizes these fees, as well as the cost incurred 1o
obtain customers, in the statement of income when the fees are billed. Revenues derived
from activation fees are not deferred, since they are not deemed to be material

Telgua and CTE’s revenues from fixed-line telephone installation fees are recognized
over the estimated useful life of subscribers. v

¢y Cost of cellular telephone equipment

Costs related to cellular telephone equipment are charged to operations at the time the
related revenues are recognized.

d) Interconnection costs

Interconnection costs represent the costs of calls of other camiers that enter the
Company’s own cellular network, the costs of link-ups between fixed and cellular
networks, long distance charges and rent paid for use of infrastructure (links and ports),
all of which are recognized as costs at the time the service is received.

¢) Commissions paid to distributors

The Company pays a commission to its distributors for each pew customer acquired by
the Company through such distributor. Commissions paid with respect to postpaid
customers ape recognized as expenses at the time the new customer i5 activated in the
Company’s records and may begin using the Company’s networkConnmswnspmd
with respect to prepaid customer are recognized as deductions in the revenues received
from such customer.

Additionally the and activation volumes commissions o
distributors. The costs asmte&mm commussions are accrued on a monthly basis

on the basis of statistical information regarding customer retention, sales volume and the
number of customers acquired by each distnbuter. Loyalty commissions are paid for
eachcusmmaaoqwedbya&s&xbﬁmwhomsmacwmofme&mpmyfua

specific period of time.
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f) Recogaition of the effects of inflation

The Company recognizes the effects of inflation on the financial information as
by Mexican accounting Bulletin B-10, Accounting Recognition of the Effects of. .bvﬂnﬁon
on Financial Information, issued by the Mexican Institute of Public Accountants
(MIPA). Consequently, the amounts shown in the accompanying financial statements
and in these notes are expressed in thousands of Mexican pesos with purchasing power at
December 31, 2004. The financial statements for the year ended December 31, 2003, as
onginally issued, were restated applying the inflation factor of 1.0519, which represents
the anmual rate of inflation for 2004 based on the Mexican National Consumer Price
Index (NCPI) published by Banco de México (the central bank). Accordingly, the
financial statements have been restated as follows:

Telephozne plant, property and equipment and construction in progress were restated as
described in Note 7. Depmcwu.onxsmmpmdonther&tatedwhwoftelephmplmt
and equupment using the straight-line method based on the estimated useful lives of the.
related assets, starting the month after the assets are put into use.

Anmual depreciation rates are as follows:

Telepm fant 10%a33%
pa?ormance monitoring equipment included in telephone
33%
Bmldmg 3%
10% a 25%

Inventories are vained nsing the average-cost method and restated based on the NCPL
Due to the high turnover, it is estrmated that investories are presented at their
replacement cost, which is not in excess of market value. Foreign subsidiaries record
their inventories at replacement value, not in excess of market. Cost of sales represents
estimated replacement cost at the time inventories were sold, restated in constant pesos at

year-end.

Capital stock, retained earnings, capital reserves and other pon-monetary assets, other
than plant, property and eqnipment, were restated based on the NCPL

Other accumulated comprehensive imncome items include the deficit from restatement of
stockholder’s equity, which consists of the accumulsted monetary position gain
determined at the time the provisions of Bulletin B-10 were first epplied, which at
December 31, 2004 aggregates Ps. 17,326, and the result from holding non-monetary
asmmatmpmemmemtdxﬁamwmthespwﬁcmdmnmmﬂmd(seeNm
7) and the constant-peso value method, deferred taxes allocated to equity for the resnlt
from holding non-monetary assets and the effect of translation of foreign subsidiaries.

The net monetary position gain represents the effect of inflation on monetary assets and
liabilities. ]herelatedamomaremdudedmthzstatexmmsofmmemduﬂw

caption Comprehensive financing income.
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Mexican accounting Bulletin B-12, Statement of Changes in Financial Position,
specifies the appropriate presentation of the statement of changes in financial position
based on financial statements restated in constant Mexican pesos in accordance with
Bulletin B-10. Bulletin B-12 identifies the sources and applications of resources
representing differences between beginning and ending financial statement balances in
constamt Mexican pesos. In accordance with this Bulletin, monetary and foreign
exchange gains and losses are not treated as non cash items in the determination of
resources provided by operations.

g) Basis of transiation of financial statements of foreign subsidiaries

The financial statements of foreign subsidiaries and associated companies, located in
Guatemala, Nicaragua, El Salvador, Ecuador, Colombia, Argentina, Brazil, Hondx:;;,
Ui and the United States, which in the a accouat for approxmmatel o
and 59% of the Company’s total cperating revengi?e:%om and 2003 and appmarizmmly
65% of the Company’s total assets in 2004 and 2003, are translated into Mexican pesos
in conformity with Mexican accounting Bulletin B-15, Transactions in Foreign
Currency and Translation of Financial Statements of Foreign Operations, issoed by the
MIPA, as follows:

¢ The financial statements as reported by the subsidiaries abroad were adjusted by
management in Mexico to conform to Mexican GAAP, which includes, among others,
the recognition of the effects of inflation as required by Mexican accounting Bulletin
B-10 (as described in paragraph f) above), using restatement factors of each country.

¢ The financial information already restated to inciude inflationary effects, is translated
to Mexican pesos as follows: 1) all balance sheet amounts, except for stockholders’
equity sccounts, are translated at the prevailing exchange rate at year-end; 2)
stockholders’ equity accounis are translated at the prevailing exchange rate at the time
capital contributions were made and earnings were generated, 3) statement of income
accouxnts are translated at the exchange rate at the end of the reporting period.

e Exchange rate differences and the monetary effect derived from intercompany
monetary items were not eliminated in the consolidated statements of income.

At December 31, 2004 and 2003, translation income aggregated Ps. 8675915 and
Ps. 7,231,760, respectively, and is included in stockholders® equity under the caption
Effect of translation of foreign entities in Other accunmiated comprehensive loss items.

The Company’s financial statements at December 31, 2003 were restated to constant
Mexican pesos with purchasing power at December 31, 2004 based on the anmmal rate of
inflation in Mexico. The effects of inflation and variances in exchange rates were not
material.

h) Cash, cash equivalents, marketable securities and instruments available for sale

Cashandusheqnivakmsmrepramdprhdpaﬂybybmkdepbsiwmdhigmyﬁqum
investments with maturities of three months or less; and marketsble securities are

. tepresented by equity securities and foreign government bonds held for trading purposes.

Both are vaiued at market.
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i) Hedging instruments

To protect itself against fluctuations in interest and exchange rates, the Co:zan uses
dar'grta?:vs such as interest-rate swaps and short-term exchange hedges. The tegmned
gatns or losses on these transactions are credited or charged to income using the accrual
method, net of the %ams or losses on the related labilities covered, as t by
%}eﬁcm accounting Bulletin C-2. Firancial Instnmments, issued by the MIPA {see Note

j) Allowance for doubtfnl accounts

Doubtful accounts are vmedﬁo:basedmmeogam% conditions of each subsidiary.
Accounts are provided for when they are between 0 and 120 days old.

k) Licenses

Licenses to operate wireless teleconununications networks are accounted for at cost.

(either paid or aliccated under the purchase method), adj management in Mexico
to to Mexican GAAP (as described in notes 2(f) and 2(g) above) and amortized
using the straight-iine method over the initial term of the license. Licenses to operate
wireless mobile (PCS) in Mexico, Guatemala, Nicaragua, Honduras, y. Ecuador,
Colombia, Argentina and Brazil are being amortized over periods ranging from 15 to 25
years (see Note 8).

I} Trademarks

Imdmmhmmmdpda:hemeirmmgwgﬁat&m&pa%iuw@md_w
independent experts using the discounted cash-flow techniques and are amortized using
the straight-line method over a ten-year period. (see Note 8).

m) Equity investments in associated companies

The investenent in shares of associated companies (in which the Company has significant
influence) is accounted for using the equity method. This accounting method consists
basicallY of recognizing the investor's equity interest in the results of operations and the
stockholders’ equity o investees at the time such results are determined (see Note 9).

n) Goodwill

Goodwill represents the excess purchase price over the fair value of the net assets of
miwsmﬂﬁwmedmdisag‘omzdnﬂngmesmgm-ﬁnemma
ten-year period (see Note 8). :

o) Impairment of assets

The ann evalnates for & i t its long-lived asssts, including licenses
108 ademarks. An. iopaiment lov i jecogaized Gahy if the CHTYIOE amow: OF ach
long-lived assets is not recoverable and exceeds its estimated market value. The amouont
of impairment loss, if any, is measured as the difference between the net book value of
the assets and thewr estimated market valne. Recoverability for assets identifiable to
individual locations, such as licenses and trademarks, is determined by comparing the
forecasted undiscounted cash flows generated by these assets $o the assets’ net camrying
value. At December 31, 2004 and 2003, no impairment loss was determined.



p) Liabilities, provisions, contingent assets and labilities and commitments

Effective Jamuary 1, 2003, the Company adopted the requirements of Mexican
accounting Bulletin C-9 Liabilities, Provisions, Contingent Assets and Liabilities and -
Commitments, issued by the MIPA_ Bulletin C—915mmepmc:semﬁeﬁmngpmmms,
accrued habxhtxes and contingent liabilities, and it contains new

tespecttothemcotdmgofpmsmns,ﬂaeweofthepzm‘mandtheemiy
retirement of debt secunities or their replacememt by a new issue. -Bulletin C-9 also
specifies the rules for the valuation, presentation and disclosure of labilities and

As a result of the application of Bulletin C.9, at December 31, 2003, the Company
recorded a provision at present value of Ps. 163,917 for costs related to dismantling
retired assets. Such amount was compifted based on existing prices in each country
where the Company operates. The initial accumnlated effect of the application of this

acconnting pronouncement, net of deferred taxes, i the amount of Ps. 117,890 was
mmgmzedasmad;usnnemwmebalanceoftetmmdemgsuﬂmbegmmngofﬂn

Starting in 2004, the Company began to charge a provision to results of operations for its
rewards plan for its post-payment customers. The amount of the provision was
based on actuanial studies conducted by independent experis (see Note 12). Increases to
the provision are charged to operations.

q) Exchange differences

Transactions in foreign currencies are recorded at the prevailing exchange rate at the
time of the related transactions. Foreign currency denominated assets and labilities are
transiated at the prevailing exchange rate at the balance sheet date. Exchange rate
differences are charged or credited directly to ncome of the year.

r) Labgr obligations

The cost of seniority premiums for the applicable subsidiaries (mainly in Mexico) is
periodically during the years of service of employees, based on actuanial
computations made by independent actuaries, using the projected unit-credit method and
financial hypotheses pet of inflation, as required by Mexican accounting Bulletin D-3,
Labor Obligations, issued by the MIPA (see Note 11). Termination payments are
charged to income in the year in which the decision to dismiss an employee is made.

5) Income tax and employee profit sharing

Mexican accounting Bulletin D-4, Accounting for Income Tax, Asset Tax and Ei
Mt%anng,muedby&zhﬂ?&reqwesmdeﬁuedmsbeéemedm
virtually all temporary differences in balance sheet accounts for financial and tax
reporting purposes, using the enacted income tax rate at the time the financial statements
are issued, or the rate that will be in effect at the time the deferred tax assets and
liabilities are expected to be recovered or settled, respectively.

The Company evaluates periodically the possibili ofrecavumgdeﬁumdtaxmm
xfnmymatesag:l:;anony t}‘rtl::ose that are unlikely to be

Deferred employee profit shanngnsfecogmudmnon-mcnnmgtempoxmy differences
for which there 1s a known turnaround time



)

10

t) Advertising

All advertising costs are expensed as incurred. For the years ended December 31, 2004
and 2003, advertising expenses amounted fo approximately Ps. 4,260,828 and

Ps. 2,763,865, respectively.

u) Comprehensive income

In conformity with Mexican accounting Bulletin B-4, Comprehensive Incoms, issued by the

MIPA, comprehensive income consists of cuvent year net income plus the effects of deferred
taxes, labor cbligations, the trenslation of foreign entities, minomty intetest, the result from
holding non-monetary assets and changes in the fair valoe of instroments classified as available
for sale applied directly to stockholders’ equity.

v) Earnings per share

The Company detenmined earnings per share by dividing cumrent year majority net
income by the average weighted sumber of shares issued and outstanding during the
period, as specified in Mexican accounting Bulletin B-14, Earnings per share, issued by
the MIPA. To determine the average weighted number of shares 1ssued and outstanding
in 2004 and 2003, the number of repurchased treasury shares has been excinded from the

computation.
w) Use of estimates

Mprepmﬁmofﬁnancmlmtamtsmmnfmmﬁymthgenemuyaccepmd
accounting principles requires the use of estimates in certain caphions. Actual results
could differ from those estumates.

x) Concentration of risk

The Company invests a portion of its surplus cash in deposits in financial institutions
with strong credit ratings and has embhshed es relating to diversification and
maturities to maintain safety and i hasmtmemedany
tmportamlo:ssamnsmmmblesecmnes Amu:aMovxldosnotbehevexthas
significent concentrations of credit risks in its accounts receivable. because the
Company's customer base is geographically diverse, thus spreading the trade credit risk.

The Company operates internationally; consequently, it is exposed to market risks for
fluctuations in exchange rates and other events.

Approximatety 40% and 34% of the Company’s aggregate interconnection expenditures
in its cellular network for the years ended December 31, 2004 and 2003, respectively,
sezucanmdaedfwmonempphu-appmxmﬁelym%andﬁ% of the

represemted
. aggregate cost of telephone equipment for such periods represented purchases from three

suppliers; and approximately 70% and 65% of telephone plant purchases were made
from two suppliers.

If any of these suppliers fails to provide the Company with services or equipment on a
timely and cost-effective basis, the Company’s business and results of operations could
be adversely affected.
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¥) Financial instruments with characteristics of both Habilities and equity

t of Bulletn C-12, Accounting for Certain Financial Instruments with
Characteristics of Both Liabilities and Equity, went into effect on January 1, 2004. The -
objective of Bulletin C-12 is to specify the differences between liabilities and equity.
Baulletin C-12 also establishes the rules for classifying and valuing the initial
of the components of liabilities andeqnﬂyofcombmedﬁnancmlmsmmls,aswenas
the rules for disclosing such instruments. The application of this new aocmnnmg
prononncement on the Company’s convertible debt resuited fn no change in
accounting treatment given to such instruments (see Note 10).

z) New accounting pronouncements _
The new accounting pronouncements that will be in force as of 2005 are as follows:
Business acquisitions

In May 2004, the MIPA 1ssued Mexican accounting Bulletin B-7, Business Acguisitions.
TheobsenmnceofBuﬂennB-?xscompnlsoryfmﬁsm}yearsbegmmngmmaﬁer
January 1, 2005, although earlier observance is recommended. Bulletin B.7 addresses
the financial accmmﬁng and reporting for business and entity acquisitions and requires
that all business combinations be accounted for using the purchase method. Bulletin B-7
also eliminates the option of amortizing goodwill and provides specific rules related to
the acquisition of minority interest and to the transfer of net assets or exchange of equity
interests between entities under commeon control.

Management believes that the adoption of this accounting proncuncement will give rise
to a decrease m the Company's operatng expenses for 2005 of approximately
Ps. 2,101 million, derived from the proscription of amortization of goodwill.

Fl‘nana‘al instruments

In Apnl 2004, the MIPA amended Mexican accounting Bulletin C.2, Financial
Instruments. Theammdmentsmbhshdmngamthemlesfarvahmgmtmmm
classified as available-for-sale at their fair value and, unlike the previous Bulletin C-2,
require the disclosure of such instruments at fair value in stockholders’ equity. The
amended Bulletin C-2 also provides the requirements and rules for the accounting
treatment of transfers between financial asset categories. The amendments are also
more precise in establishing the guidelines for the accounting treatment to be given to
impairment in the fair value of financial instruments. Furthermore, the amended bulletin
requires that such instruments be classified as either short-term or long-term and clarifies
themlsforpmsamngmthesmm!ofchmgesmﬁnmﬂposmonchmges
associated with the purchase, sale and maturity of financial instruments. Fmally, the
amendments broaden the disclosnre rules established under Bulletin C-2.

The observance of this pronouncement is compulsory for fiscal years beginning on or
after Janvary 1, 2005, although earlter observance is recommended.
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Accounting for derivative instruments and hedging activities

In April 2004, the MIPA issued Bulletin C-10, Accounting for Derivative Instruments
and Hedging Activities. The observance of Bulletin C-10 is compulsory for fiscal years
beginning on or after January 1, 2003, although earlier observance 1s recommended.
Bulletin C-10 establishes the defining characteristics that financial instruments must have
to be considered derivatives, as well as the conditions that mmst be met for specifically
designating derivatives as hedges. Bulletin C-10 also provides guidelines for assessing
the effectiveness of hedging derivatives and the mules for their valuation and the
accounting for changes in their fair value. Finally, this bulletin provides guidelines for
disclosing and presenting hedges in the financial statements. Management does not
believe the adoption of this new accounting requirement will have a material effect on
the Company’s financial position or an its results of opesations.

Labor obligations

In January 2004, the MIPA issued the revised accounfing Bulletn D-3, Labor
Obligations. The revised bulletin establishes the overall rules for the valuation, .
presentation and disclosure of so-called “other post-retirement benefits and the reduction
and early extinguishment of such benefits”, thus nullifying the provisions of Circular 50.
Bulletin D-3 also provides rules applicable to employee termination pay. The
observance of these new rules is compulsory for fiscal years beginning on or after
January 1, 2005. Management does not believe the adoption of this new accounting
requirement will have 3 matesial effect on the Company’s financial position or on its
results of operations.

21) Reclassifications

Certain amounts shown in the 2003 fipancial statements as onginally issued have been
reclassified for uniformity of presentation with 2004.

3. Marketable Securities and Instruments Available for Sale

An analysis of this caption at December 31, 2004 and 2003 15 as follows:

2004 2003
Cost Fair value Cost Fair value

Marketable secorities:
Foreign governmentbonds § 533,825 § 635439 $§ 373886 § 390486
Equity securities 175,484 183,799 494,050 445 640
709,309 819,238 867,936 836,126
Securities available for sale:
Usco - 1,767,000  1,770.800

§ 2,476,309 § 2,590,038 § 867,936 S 836,126

At December 31, 2064 and 2003, net nnmahmdﬁams ﬂosses) on marketable securities
et

were Ps_ 109,929 and Ps. (31,810}, respectively. gains were Ps. 219,841 and
Ps. 512,532 in 2004 and 2&)3, tes;pecmely.vay

MMSI,ZW,&memMMabhfmsmm
Ps. 3,800. The Company did not have these kinds of investments in prior years.
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4. Accounts Receivable
Accounts receivable consist of the following:

2004 2003

Subscribers $ 14193,426 § 9,200,082
Retailers 2,356,915 1,652,863
Cellular operators for interconnections 2,141,013 999,236
Recoverable taxes 2,503,146 1,257,620
Other 2,728.431 893,046

23,922,931 14,002,847
Less: Allowance for bad debts 3115332 1.978.G0
Total $ 20807599 S 12024840

Activity in the allowance for bad debts for the years ended December 31, 2004 and 2003
was as follows:

) 2004 2003
Opening bal. of December 31 $ (1,978, 3 463,504
Increases c.h:::datso costs and expenses %l,GGZ,% 2 900,3943

Effect of acquired companies { 148,611) ( 1,317.310)
Charges to the allowance 673,743 703.201
Ending balance $(3,115337) 3§ ( 1,918,007)

At December 31, 2004, the caption Retailers includes an allowance for donbtful accounts
of Ps. 128,022,

The ¢ mOthersatDecember:l 2004m:!udaanaccountdueﬁomih:d
theamonnlofPs 1,254 million, dertved from the sale of theCompanystelephoneplant
mdaaleasebackagteemem(seeNote'l)

5. Inventories

An analysis of mventories at December 31, 2004 and 2003 is as foltows:

2003
Cellular telephones, accessories, cards and others S i1,510,8'79 $ 5,708,773
Less:
Reserve for obsotete and show-moving ( 267,648) ( 208,119)
mventories
Total § 11,343,231 § 550064
6. Prepaid Expenses

In September 2003, Telcel entered into an agreement with Operadora Unefon, S.A de
C.V. (heremnafter Operadora Unefon), whereby the latter agrees to provide Telcel

- exclusrve and uninterrupted access to a nationwide wireless network using the 1850-

1865 MHz / 1930-1945 MHz (Band “A”) radio spectrum, for a 16-year period. Under
the terms of the apreement, Telcel paid in advance a total consideration ofPs 3on
mﬂhon(US$2677mdhon)tbatrepmsemedmepresentvalueofﬁemmmﬁsdueover
the term of the contract and which is being amortized using the straight-imme method over

a 16-year period.
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At December 31, 2004 and 2003, the curmrent portion of prepaid expenses is Ps. 176,323
and Ps. 194,387 and the long-term portion of prepaid expense is Ps. 2,425,611 and
Ps. 2,836,476, respectively.

7. Plant, Property and Equipment

a) Plant, property and equipment consist of the following:

_ 2004 2003
Telephone plant and equipment - § 97538865 § 68,070,692
Land and buildings 6,896,107 7,415,904
Other assets 18,696,446 15,601,893

123,131,418 111,088 489
Less: Accumulated depreciation (48,649,343)  (43,032.834)
Net 74,482,075 68,053,655
Construction in progress and advances to
equipment suppliers 8,967,201 5.845,551
Inventories for use in construction of the
telephone piant . 1,464,075 953.725
Total 8 84913441 $ 74854931

b) Included in plant, property and equipment are the following assets held under capital
leases:

2004 2003
Assets under capital leases S 4928023 § 1075116
Accumulated depreciation {( 179348 ¢ 63.011)

$ 4748675 $ 1011105

¢) During 2004 and 2003, the Company sold part of its telephone plant to unrelated
parties for Ps. 3,934 and Ps. 999 million, respectively, that it subsequently leased under a
leaseback program This transaction gave rise to a loss of approximately Ps. 5,615
million in 2004 and Ps. 2,928 million in 2003, which in conformity with Mexican
accounting Bulletin D-5, Leases, was deferred and is being amortized based on the
remaining useful life of the assets.

At December 31, 2004, the Company recorded deferyed charges related to the above-
mentioned sale in the short- and long-term of Ps. 1,194,495 and Ps. 6,765,661, which are
included as part of the caption Other assets in the balance sheet (Ps. 417,867 and
Ps. 2,416,517 at December 31, 2003)

At December 31, 2004 and 2003, the amortization of such deferred assets aggregated
Ps. 483,491 and Ps. 140,998, respectively.

d) Depreciation expense for the years ended December 31, 2004 and 2003 was
Ps. 12,256,787 and Ps. 10,231,574, respectively.

¢) Through December 31, 1996, items comprising the telephone plant in Mexico were
restated based on the acquisition date and cost, applying the factor derived from the
specific indexes determined by the Company and validated by an independent appraiser
registered with the Mexican National Banking and Securities Commiszion (NBSC).
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Effective January 1, 1997, Bulletin B-10 eliminated the use of appraisals to present
telephone plant, property and equipment in the financial statements. At December 31,
2004 and 2003 this caption was restated as follows:

o The December 31, 1996 appraisal value of the imported telephone plant, as well as
the cost of subsequent additions to such plant, were restated based on the rate of
inflation in the respective conntry of origin and the prevailing exchange rate at the
balance sheet date (specific mdexation factors).

e  The appraised value of land, buildings and other fixed assets of domestic origin at
December 31, 1996, and the cost of subsequent additions to such assets were
restated based on the NCPL

At December 31, 2004, approximately 96% of the value of the telephone plant,propeny
and equipment (89%m2003)1’msbeenrestatednsmgspemﬁcmda:ahon factors. :

f) Following are the plant, property and equipment amounts at December 31, 2004 and
2003, restated on the basis of the 2004 NCPI (starting with the appraised values at
December 31, 1996), 1o meet NBSC disclosure requirements wath respect to the
restaternent of fixed assets based on specific indexation factors:

2004 2003
Telephone plant and equipment $ 109,130,369 $ 98364293
Land and buildings ‘ 10,678,498 6,566,028
Other assets 20,252,866 15,552,830
140,061,733 120,483,151
Less: Accumvlated depreciation (56,888,947) (46.399,056)
Net 83,172,786 74,084.095
Coastruction in progress and advances to
equipment suppliers 8,967,291 5,845,551
Inventories for use in construction of the :
telephone plant 1,464,075 953,725

Total $ 93,604,152 $ 80,883371




8. Intangible Assets

16.

A summary of intangibie assets as of December 31, 2003 and 2004 is as follows:

2004
| Effects of
traeststion of
Balamce at foreizn Amortirstien Balance at
Useful Efe Jazuary 1 Tncreases idiaries. aet Cancellations Decesaber 31
Licencas a2 yoars § 243524K 748 ( 7.500; 5 24504
Effects of
o 5,779.38¢ 3550313 0.76.697
Acourmiatad
amortization ( 298447 ( L60I813)  ( 4652200)
Net T AT S TS0 IIT T 1500 S8Ry 5 NPT
“Trademrks 10 yeazs 3 90510 3 50516
Bffects of
rapsiation ( 40800 ( %260
Accummized
L { TS5t ( 82807) { L385.101)
Nat ¥ so%p0l { o0 U Do) § s
e
Goodwdll 10 years 3 BS3X 3S5TSLS [ 259.540) $ 19558404
Effactsof
et 840.8%¢ 1130341 1971237
Accormiaed
o { 436133 ( 21010837 ( 648279
Nat 3 0,765 2595403 ¢ 210 s 15106
B
I Effects of
trandistion of
Balsnoe ot foreign Amortizatios Balsace st
Usefud ife Jaxmary 1 Increazes  subsidiaries, net Cancellstions rpense Decesaber 31
License 3dWpears § 17343737 8,565.545 { 13%6310) $  U33147
Bfeats of
1ats 579389 570384
Acommlsd
. ( 529855 { 2454827 ( 298447
Net 3 I6EIS0ST B39 S.7RB3  { LISGEW)  { 2A%aq)) § 241938
Tiadeoamks 10yers 3 TH2N 1901758 L EZ Y
Accurxiated
Emorizion ( ™M@y ( M
Net % 7149270 1501759 { WmE 5§ 8224001
Goodnill ioyen 3 GEInG8 . 406! 3 1aBEID
l# 83896 840,296
Accuzmsilaed
N { 3.150.709) ( Li0mp  ( 4360337
Net S 874909 43GMI 840,596 { 1210638 § 10765838
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9. Long-Term and Other Investments

An analysis of this caption at December 31, 2004 and 2003 is as follows:

2004 2003
Investmeats ia-
Associated companies : b 362,382 § 2,306,138
Other investments 289,688 374733
Total 3 552,670 S 2.680.871

L Investments in associated companies

An analysis of equity investments in associated companies at December 31, 2004 and
2003, and a brief description of major acguisitions is as follows:

2004 2003
Gropo Telvista, S.A. de CV. 5 362,:82 $ 447431
US Commercial Corporation, S.A. de C.V. 1,858 707
Total 3 362382 $ 2306138

CompUSA

In December 2003, the Company exchanged its 49% equity interest in CompUSA, Inc.
fma2969%eqmtymtezesthS Commercial Corp, S.A. de C.V. (‘USCO™). The
Company received an additional Ps. 189 million on the exchange. This transaction gave
nise to a loss of Ps. 293 496, which was included in the statement of mcome of 2003
underthecapﬁonOthahxcome {expenses), net.

Ameérica Telecom’s equity interest in the net loss of CompUSA at December 31, 2002
inclodes impairment on its goodwill of Ps. 2,248,138, which is included under the
caption Equaity interest in net loss of asseciated companies in the statement of income

In Janmary 2004, the Company classified its investment in USCO as available for sale to
enable a possible sale of USCO shares and expand its wireless communication services.
II. Investment in subsidiaries

a) At December 31, 2004 and 2003, the number of shares that the Company holds in
América Movil and the corresponding percentage equity interest in relation to the total
number of cutstanding shares of each series s as follows:

Number of shares % equity interest
Series 2004 2003 2004 2003
AA '2,529,151 2,500,000 69.35 68.55
A 48,140 48,140 17.36 16.49
L 2,362,709 2,101,861 2748 2282




)

18.

In 2004 and 200, the shares of Amérnica Mévil acquired were as follows:

2004 2003

Millions of series “AA” shares

acquired 29
MiHions of series “L"” shares

acquired 261 409
Book value § 1,683,302 s 1,907,412
Acquisition cost 5,947,294 4,368 594
Goodwill for the period § 4,263,992 $ 2461182

At December 31, 2004 and 2003, the Company has obtained several loans providing in
guaranty 63.6 and 47.6 miltion América Mévil ADR’s (American Depository Receipts),
respectively, which represent 1,271 and 952 milkion shares at those dates (see Note 14).
Such shares will be released at the maturity date of such loans. :

As explained in detail in subsequent paragraphs, during 2004 and 2003, Aménca Méwil
acquired several subsidisries. The results of operations of the acquired eniities were
moorpomtedmtomeCnmpanysﬁnmalstammsmﬂxemomhfouomngme
acquisition date.

All of América Movil acquisitions were recorded using the parchase method. Through
appwmsalsnmdebymdeg‘:ﬁlentexpens América Movil determined the fair value of
trademariks. The Company made estimations in order to determine the fair value of
Yicenses, based on market values of licenses with similar charactenistics.

The purchase price of net acqutred assets was allocated based on their estimated market -
values, as follows:

Arquisitions in 2004
Historical aiposnts at acquisition date in (b ds of US. dallars
Eaitel Aferatel Totai

Curpeny aesets s G Uss 785 Tss ne
Fixed assets 107378 36526 UL
Licerses 6,735 : [ %t 1
Other assets 7536 2569 10595
Less:
Curvert Eisbifities a3e 1813 S84
Lonyp-term debt 37,680 2248 39283
Fair valoe of net assets acquaived US$ 23108  USS 20,132 rss 233348
%, axpity ingarest acqgitad 9004 100.00%%
Net aszets acquired niu 0132 I4%
Ao paid M 81,73 2938
Goodwill genexated ’ Us$ 85333 US$ 45N Uss 126984
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Acquisitions in 2003
Historical 2 oquisition date in thausmds of US. dollars

v Celaribe CTE cn BCP Toui
Current zesets USS 13795  USP 36550 USS 16803 USH 110460 USS 114820 USS 44446
Fived assets 17496 111714 4901k 93331 152713 785,455
Licenses €205 101602 1440 55 453,417 751135
“Trademarks 93,666 90336 134002
Orer wssets 25058 28% 5™ 33,706
Less: :
Curress iabiities 13508 38980 173420 186 106547 403,941
Loog-term debit 2000 51250 4028 17.435 110983
‘Fagr vaine of pet

asis acqvized US 100288 US 9885 USE 495205 USS 240782 LSS 64330 USS 1639530
Y% equxity imterest

aoquired 98.08% 97594 51.00% v200% 100.00%
Nat gssets acqsred 98I0 204744 22055 peifiiy 643369 142008
Amoont paid 98362 4.4 417,000 21519 548360 1584904
Goodwill genesated _USS Uss USS 16445 USS sy USY 164045

Acquisitions in 2004

a) ENITEL (Nicaragua)

In January 2004, América Méovil acquired 49% of the shares of Empresa Nicamgiiense

de Telecomunicaciones, S.A. (ENITEL) for a total price of USS 49.6 million.

In June 2004, the c

y agreed to purchase an additional 50% ecquity interest at an

OMPpan
additional cost of US$ 128 muilion. The sale closing date was August 2004. ENITEL is
the sole provider of fixed telephone services in Nicaragua.

b) MEGATEL (Honduras)

In June 2004, América Mavil agreed to acquire 100% of the shares of Megatel, SA
(Megatel), a Honduran cellular phone company. The sale was closed in July 2004 for a

final sale price of US$ 81.7 millon.

¢) AM Wireless Uruguay (Uruguay)

In May 2004, the Company incorporated AM Wireless Uruguay, with an initial

contribution of USS$ 1 mithon
d) CTE (El Salvador)

In October 2003, América Mévil acquired from France Telecom and other investors a

51% equity interest in

Compailia de Teleconmmicaciones de El Salvador (CTE), for

which 1t paid approximately US$ 417 million. CTE vides fixed mobile and other
telecomm?micanons mym El Salvador. pe
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In December 2004, América Mévil purchased from the minority shareholders an
additional 41.54% equity interest m CTE for which it paid USS 294.9 million
Subsequent to such acqussition, plus additional purchases from minority shareholders
during 2004, the Company’s equity interest in CTE was increased to 95.2% at December
31, 2004. The purchase of the remaining 41.54% was made based on the fair value of
CTE’s assets at November 2004, giving rise to goodwill of approximately US$ 25.9
million. Since such transaction was considered a gradual acquisition, such goodwill was
netted against the negative goodwill generated m 2003.

¢) CTI {(Argentina)

In October 2003, América Movil acquired a 64% equity interest in CTI Holdings, S.A.
(CTI). In November 2003, América Mévil increased such equity interest to 52% by
price was approximately US$ 221.5 million In July 2004, América Mévil acquired the
remaining 8% equity interest in CTI owned by Techint for US$17.1 million, increasing
its total equity interest in CTI to 100%6.

The above-mentioned purchase was made based on the net fair value of CTI's assets at
June 2004, giving rise to goodwill of approximately Ps. 76,641.

At the ime of the acquisition, CTT had US$263 million in principal amount of senior
notes due in 2008, which were in default. These notes are subject to an out-of-court
WM(MQWMMMMN“APE’)mW
which was approved by the court in December 2003. Pursuant to this agreement, the
notes will be canceiled in exchange for an aggregate cash payment of approximately
US$37.1 million. The ruling through which the APE was approved was ratified in May
2004 and in March the Company paid the US$37.1 million, as agreed, 50 as to selease -
CTI from its obligations related to the senior notes.

The settlement of the APE pave rise 10 a pain in 2004 of Ps. 258,862, which was
included in the statement of income as part of the caption Other income {expenses), net.
Such gain is derived from the difference between the amount paid for the APE and the
fair value recognized for CTI's debt at the time it was acquired by América Movil.

£) Techtel-LMDS Comunicaciones Interactivas (Argentina)

In May 2004, América Movil sold its 60% equity interest in Techtel to Telmex for
Ps. 845,250 (US$ 75,000). Such sale gave rise to a gain of Ps. 18,235, which was

recognized in stockholders’ equity, since the sale was made by companies under
common control.
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Acquisitions in 2003
g) CELCARIBE (Colombiz)

In February 2003, América Mévil acquired from Millicom Intemational Cellular a
98.08% equity interest in Celcaribe for approximately US$ 98.3 million. As a result,
América Movil has expanded its capacity to provide services throughout Colombia.
Celcaribe provides in addition to ceflular services, data transmission, Internet and short-
message Services.

h) BSE (Brazil)

In May 2003, América Mévil, through Telecom Américas, acquired from BellSouth
onandVetbxeranS?ﬁ%eqmtymﬁu&mBS& S.A., for approximately
180 million. Through additional capstalization in 2003 of approximately USSZS‘
million, the Company tncreased its equity interest in to 97.55%. BSE provides
cellular telecommunications services to approximately one million subscribers in the
Ceara, Piaui, Rio Grande do Norte, Paraiba, Pemambuco and Alagoas states in Brazil.

i) BCP (Brazl)

In November 2003, América Mévil, through Telecom Américas, acquired a 100% equity
interest in BCP, S.A., for approximately US$ 6433 million. BCP provides celfular
hﬂecomnmcatwussexvxmmtheSaoPm!omﬁmpommm

Other acquisitions

2004, América Mévil mvested approximately US$ 39 million in the purchase of
nnnontymterestshatesmComl(Colombm) CTE (E! Salvador), and ACT
(Guatemala), giving rise to a negative goodwill of approximately US$ 30 million and
mcreasing the Company’s equity interest in each company at December 31, 2004, to
99.2%. 95.2% and 99.9%, respectively

During 2003, AmmcaMovﬂmvswdappmmtelyUSSTlmmonmacqmmmuy
interests in Conecel (Ecuador) and ACT (Guatemala). As a result, at December 31,
2003, theCompanymcreasednseqmtymtarstmﬁ:esesubszdmmholm from
mﬁ%m%%mpectwely

América Mévil is not obligated to make any further payments or provide any form of -
additional or contingent consideration related to these acquisitions, other than those

already disclosed.

Thefonowmgccmohdatedpmfomaﬁnmaldahfcrﬂmvmendedmoﬂnbuﬂ
2004 and 2003 have not been audited and are based on the Company’s historical
financinl statements, adjusted to give effect to () the series of acquisitions mentioned in
the preceding paragraphs; and (ii) certain accounting adjustments related to the
amortization of goodwill and licenses, a reduction in interest income derived from the
decrease in cash as a result of the previously-mentioned purchases and adjustmeats to

depreciation of the net fixed assets of the acquired companses.
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The pro forma adjnstments assume that the purchases were made at the beginning of the
acquusition vear and the irmmediately preceding year and are based upon available
information and other assumptions that management considers reasonable.

The pro forma financial information is not intended to indicate what the effect on the
Company would have been had the transactions in qnestion actually occwmred, nor are

" they intended to predict the Company’s results of operations.

Unaudited pro forma consolidated

América Telecom
for the years ended December 31,
2004 2003
Operating revennss: 135,859, 92,060,131
Net income 16 475,082 15,886,038
Earnings per share (in Mexican pesos) 1.32 1.23

10. Financial Instruments

An analysis of the most important financial instruments at December 31, 2004 and 2003
is as follows: '

a) Forwards

Asapmtofitsfmeig:ammcyheﬁgingsﬁntegy,theCcmmyumduiva&mm
reduce the risk assoctated with exchange rate fluctuations on its foreign cumrency
denominated transactions. During 2004, the Company entered into short-term hedges,
which at December 31, 2004, covered hiabilites and assets of US$978 andUSSO(Z)z
million, rvely. These hedges nise to a credit to results of tions of 2

mmm%zsgmmg gat‘;teeﬂncmmim oper

Subsequent event

In February 2005, the Company settled in advance all of its forwards at December 31,
2004, and certain forwards entered into in Jannary 2005 for USS 1,123 million. On such
early settlements, the Company recognized 2 loss of US$ 9.53 million (Ps. 106,331).

In February 2005, the Company entered into short-term exchange hedges to cover
liabilities in the amount of US$ 1,085 million. Such loans mature between 2010 and -
2015.

b) Interest-rate swaps

To reduce exposure to financial risks, the Company has contracted interest-rate swaps,
whereby the counterparties agree to exchange cash flows for the amount determined by
applying agreed rates to the contracted amount. In these specific contracts, the Company
agreed to receive the mterbank (TIIE) interest rate and pay a fixed rate in all cases. The
swaps are recorded in results of operations at their respective market interest rates. At
December 31, 2004 and 2003, the Company has contracted Mexican peso interest-rate
swaps for notational amounts of Ps. 11,000,000 and Ps. 6,000,000, respectively, and US
dollar interest-rate swaps for notational amounts of US$ 826 and US$ 1,426 4 million,
respectively. On these contracts, in 2004 the Company credited Ps. 160,083 and charged
Ps. 145,455 to comprehensive financing income under the caption Other financial

. Additi . the caption Accounts le and accrued liabilities includes
f’?ggf%S for interest onanymﬁhm paysb
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Also, at December 31, 2004, the Company has contracted interest-rate swaps considered
as not for hedging purposes for notational amouats of Ps. 2,500,000 and the fair value of
such swaps at the same date represented a credit to results of operations of Ps. 117
million, which s included in comprehensive financing income under the caption Other
financial expenses, respectively.

Additionally, at December 31, 2003 and 2004, the Company had contracted cross
cmchyswapsfntanamanntofUSS7743mdUS$3104nn1hon,xespecﬂve1y

Antheﬁna;malmsmmgmswuesmedatmarketvahmmdﬂmreﬁectmdndedm
comprehensive financing income.
Subsequent event

In February 2005, the Company contracted integest-rate swaps, for which it will receive
ﬂ;emterbmk([’ﬁE)mtaestmtemdpayaﬁxemehenotanomlmmmofsucb
contract was Ps. 700,000. Such loans mature between 2010 and 2015.

11. Employee Benefits Obligations

In 1994, Telcel set up an irevocable trust fund to cover the payment of the obligations
for sentority premiums, adopting the policy of making annual contributions to such fund.
During 2004 and 2003, contributions of Ps. 2,065 and Ps. 1,848, respectively, were made
to such fund.

The transition assets, past services and variances in assumptions are being amortized
over a twenty-five-year period, which is the estimated average remaining working
lifetime of Telcel's employees. :

An analysis of the net period cost for 2004 and 2003 is as follows:

2004 2003
IS:enlice cost $ 2,16238 [ l.ggz
inancial cost of projected benefit obligations
Expected return on plan assets ( 398) ( 265)

Amortization of actuarial gain (26 ( 24)
Net period cost 2,287 2132
An analysis of the seniority premium reserve at December 31, 2004 and 2003 is as
follows:

2004 2003

Projected benefit obligations $ 11,109 § 9.001
Plan assets { 6996 ( 43519
Transition asset 42 50

_ Actuarial gain 1,499 1,341
Projected net liability 3 5654 S 5.373
Reserve for seniority premiums $ 4,113 § 4,182
Current benefit obligations $ 11,109 § 9,001
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The curent net liability was included in the balance sheet under the caption Other
accounts payable and accrued lisbilities.

The net of inflation rates used to determine the actuarial present value of the benefit
obligations at December 31, 2004 and 2003 are presented below for each of the

2004 2003
Discount rates 6. 6.8%
Expected retum on plan assets 6.8 68
Salary increase 10 19

12. Accounts Payable and Accraed Liabilities
a) An analysis of accouats payable and accrued Liabilities is as follows:

2004 2003
Supphiers S 26,883,570 § 13,273.816
Sundry creditors 3,434,500 3,009,238
Contimgencies 3,420,912 2,849,707
Interest payable 1,151,685 838,860
Accrued expenses and other provisions 1,185,204 437,489
Guarantee deposits 335,441 333,004
Others 257,603 316,469
Total § 36,637,915 § 21,0583583

bAnanal&s]isofme tion accrued expenses and other provisions at December 31,
22)043116 3isasfoﬂc:£s: pre

Balmee at
Decemmber Applications to prior years’ Balance at
31 Incvease for results of operats Dy ber 31
2003 the year Payvments - Reversals de 2004

Vacation premium $ 66958 $1436153 $(1,247549) $ 255562
Vacations 56,968 663,200 { 636071) 84,097
Office expenses 714571 436,201 ( 3492015) $¢( 2 168,733
Fees 75,075 1,314 903 { 1,222,020) ( 9.5 © 158379
Retirement of assets 163,917 57452 { 24,736) 196,633
Circulo Aeml program 321,800 i 321800

$437,489 $4229.700 $(3472391) $( 9.603) $ 1185204
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13. Debt

The Company’s long- and short-terma debt consists of the following:

25.

204 20
Carreacy Description Rate L and Total 2084 Rem()OCHNS) 208w Toal 2003
us .
Dollars
Inbursa, S.A. note L% 2004 63507
Loans froem 7P Mg i
Chase Bank 14125 2005 $ 1364532 1+1.25 2005 1956285
Loaps from IP Mergan
Chase Burk 14030 to L+L10 2005 115238 T+4Q80a1+110 2006 2954818
Loans fom JP Meegmn
Chase Bark L0625 wie 1,126,450 .
Wachovia Secitiss L4070 2006 $91,185 L+0.70 2006 $45,53)
Wachovia Sacuritiss L0525 2909 1126480
Dreainer Bk AG
Frankfiry L0865 w09 1126450
Sarsander Cenmal Hispano
Benth L1080 to L4110 68 33749 14080 L4110 208 3,545,365
Santander Cezral Hispano :
Benstxx L4082 to L+0.66 2009 2,252,960
Bxizn Barik Joezs L+ L1 0 1357555 L+20 0 L+1.65(1) 2009 9.358.103
Syndicarad korms L0 2089 13mAn L+7nl+135 2007 11.819.148
Fizsdratesemiornotes  A125W 005750 ms 20,197,755 33090% 2004 365084
Variabile-sare sersicr rotes L+4250 07 AIMA
Lines of cradit (Bxad) 27100 2009 b1
Lines of cradit (varizble) L+ 25tp L+L80 2000 467409} L+30p1+150 2006 £639.208
Supphiers 3167% 0 1% 04 157384
BNDES UMENDES. 5% a) ,
UABKDES+43% 2008 121,263 UMBNDES+5.05 2008 76877
Lesing 301 : 2007 @ 12,039
Ofers . L+ a1135% . 351565 1125% 2008 313,560
Siriotal U.S. dollrs 54130809 41450118
Mexican pesos
Domestic senior noces Variows p. i 13,061,352 Varioxs 2009 11833187
Syndicated lowns TOE + 8%3) 2008 1840825
Cormmescial paper 29514 w08 19msE 59157% 2008 56T
Sessicr noee 10.00% %05 264,300
Lines of credit - e 2004 1051800
Leasing THE + .40 t» THE TUE+ 55 206
+ 554 07 4484000 909,305
Subrotal Mexican pesos 8 16511583
Bresitien
="
TILP+150M ts TILP+ 280% a4) :
ENDES TILP +400% 2007 1,064,452 TILR+5.00% 2007 2527584
" Fimed-rent ecuities 12.00% 005 w CDE+90(5) 05 875
Purchase of Hicenses 12% + Inflation 210 3472
Subxiotal resles 1,065,300 2976.108
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5) Q= Fimvmeial Centificate of Deposit

2004 208
Carrescy Dexcription Rate 2084 io Tota] 2004 Ram 2003 Tota! 2003
Colombezn pesos
Lines of credit DTE + L% to
DYF + 2.60% 2005 367.6%
Bonds IPC+750% 2013 2,121,200 IPCA2.50% 2010 850847
Subeotal Colombion pesos 2483885 850,847
Other comencies

Line of credit 6.50% 2005 283,300 6507 2004 826939

Finamcial lezsing - 700% 2004 33,132
Subtotal Othar creTencies 283,300 663.08)

Total debt 20206498 Q45277

Less: short-term debt and
current partion of kg~
e e 114%.871 365654

Lomg-term debi 5 _8BiaT 3 58796143

[)L=1B0R

2) UMBNDES = Monetry Unit of Brazitian Development Bark (BNDES)

3) THE = Mexdcan Eqaititefun Puncing Rate

4) TILP =Long Tern Inersst Rate

The above-mentioned interest rates are subject to variances in international and local

rates. The Company’s weighted average
December 31, 2004wasappfonmate!y705‘m(5 19%6 at December 31, 2003).

Suchmkdoesmmhdemvmmgcmmmdmmmbmmmofmﬂmdd.
taxes to creditors (usually 4.9%), which mmst be reimbursed by the Company. Financing
fees are generally equal to ten base points over the financing cost.

Maturities of long-term debt at December 31, 2004 are as follows:

interest rate cost on bomrowed funds at

Years - Amount
2006 s 3,717,415
2007 9,350,139
2008 3,500,727
2009 and thereafter 52,228,346
Total 3 69,796,627

Senior notes

On March 9, 2004, América Movil issued senior notes of US$ 500 million and US $200

xmlhon, maturing re

in 2009 and 2014 and bearing the respective annual

interest of 4.125% and 5.50%, which is payable senmannually. In 2004, accrned interest

on the notes was Ps. 607,075.
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On April 20, 2004, América Mévil also issued senior notes of US$ 300 million, maturing
in 2007 and bearing varisble annual interest at the three-month LIBOR plus 0.625%,
which is pa blzquaﬂe!ysmtmgonhlyﬂ 2004. In 2004, accrued interest on the
nowswasPsJ’d

Additionally, on October 28, 2004, América Mévil issued senior notes of US$ 500
million, mamnnngOUand §annnalmtetest of 5.75%, which is payable
semiannually stamngonhlylS 2005. In 2004, accrued interest on the notes was
Ps. 53,420.

The proceeds of these issuances were used to repay obligations with maturities mostly in
2004 and 2005, which gave nise to an increase in the average life of the debt and a
reduction in the Company’s interest expense. The Company refinanced such obligations
to their present value and, accordingly, there were no losses or gains to report. All the
aforementioned senior notes are unconditionally guaranteed by Telcel

Lines of credit gunaranteed by export credit agencies

AmmmaMmulhasantsdxspommnanmnberofeqmpmemﬁnmmngpmgmsm
which export development agencies provide support for financing the purchase of
exports from their respective countries. Such financing is generally m the medium- to
long-term, and requires pertodic amortization of the principal and interest payable at the
LIBOR plus a premium América Movil’s opersting subsidiaries make extensive use of
mxstypiofﬁnanmng,umallymﬁxgummmapmwdedbymcaModemlmﬁm
Sercote

During 2004 and 2003, América Mévil opened lines of credit of up to US$ 152 and
USSZSOnnlhonwnhtheExpoﬂDevelopmemCmpom&on(EDC)mCmﬂato
purchase telecommunications equipment. Drawings on fhese lines of credit are

le semiannually and bear mterest at LIBOR plus 1.25% to LIBOR plus 0.95%.
The loans mature between 2010 and 2005.

Loans gnaranteed by shares

In 2002, theCompmyobtamedloansofUSS 140 million from JP n Chase Bank.
Toguammec loans, América Telecom placed in trust 9,942,778 ’s representing
198,855,560 series “L” shares of América Movil, which will be returned to América
Telecom in 2005, at which time the loan is repayable. The loan bears interest, which is
repayable quarterly. at the LIBOR rate plus 1.25%.

In 2003, the Company obtained loans of US$ 276 million from JP Morgan Chase Bank.
To puarantee such loans, América Telecom placed in trust 17,351,532 ADR’s
msmMg%?O%mm‘l“sImuofAmmmMmeinchwmbeMb
América Telecom in 2005 and 2006, at which time the loan is repayable. The loan bears
inierest, which is repayable quartesly, at the LIBOR rate plus a preminom ranging from
0.8% to 1.10%.

In 2003, tbeCcmpanyobtameda!omofUSSSOmdhonﬁ'omWachovaecm
bank. To guerantee such loan, the Company placed in trust 5,677,786 ADR's
representing 113, 555720senes“!.”shmofﬁmmaMomeiuchwﬂ]bermm
Ameérica Telecom in 2006, at which time the loan is repayable. The loan bears interest,
which is payable quarterly, at the LIBOR rate plus 0.7%.
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In 2003, the Company obtained a loan of USS 100 million from Dresdner Bank, AG
Frankfurt. To guarantee such loan, the Company placed m trust 2,752,547 ADR's
representing 55,050,940 senes “L” shares of América Movil, which will be retumed to
América Telecom in 2009, at which time the lo2n is repayable. The loan bears interest,
which 1s payable quarterly, at the LIBOR rate plus 0.65%.

In 2003, América Telecom obtained three loans of USS 300 million from Santander
Central Hispano Besehux, SA/NV. To guarantee such loans, the Company placed in
trust 16,644,800 ADR's representing 332,896,000 series “1L™ América Movil shares,
whuhmﬂbemhnnedtoAmmaTelwommlGOS at which time the loans are
repayable. The loans bear interest, which is repayable quarterly, at the LTBOR rate plus
a premium ranging from 0.80% to 1.10%.

In 2004, the Company obtamed loans of US$ 100 miltion from JP Morgan Chase Bank
To guarantee such loans, América Telecom placed in trust 2,634,352 ADR’s representing
52,687.040 series “L” shares of América Mévil, which will be retumed fo América
Telecom in 2010, at which time the loan is repayable. The loan bears interest, which is

. repayable quarterly, at the LIBOR rate plus 0.625%.

In addition, in 2004, the Company obtained a loan of US$ 100 million from Wachovia
Bank National Associstion To guarantee such loan, the Company placed in trust
2,959,456 ADR’s representing 59,189,120 series ‘L™ shares of Amérnica Mévil, which
will be retumed to América Telecom i 2009, at which time the loan is repayable. The
loantzzanmaerest which is payable quarterly, at the LIBOR rate plus a premiom of
0.625

In 2004, América Telecom obtained three lcans of USS 200 million from Santander
Central Hispano Benelux, SA/N.V. To guarantee such loans, the Company placed in
trast 5,608,641 ADR’s representing 112,172,820 series “L” América Mdowl shares,
which will be returned to América Telecom in 2009, at which time the loan is repayable.
The loan bears interest, which is repayable quarterly, attheL[BORtazeplusaptmmm
ranging from 0.62% to 0.66%.

Subsequent event

In February 2003, the Company obtained a loan of US$ 100 million from Barclays Bank
PLC. To guarantee such loan, the Company placed in trust 1,754,694 ADR’s

ing 35,093,880 series “L” shares of América Mévil, which will be returned to
América Telecom in 2011, at which time the loan is repayable. The loan bears interest, -
which is payable quarterty, at the LIBOR mte plus 0.60%.

Bani loan

At December 31, 2004, América Telecom has an outstanding 28-day promissory note in
the amount of Ps. 338,300 with Banco Inbursa, S.A., bearing interest at an annual 10%
rate. Since the Company made an early repayment of the principal amount of Ps. 70,000
phn&emhmdmmedmmﬁmeumwm&ngbdmofh264300 Such
loanwasmpmdatmammyanhmmyw 2005.
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Syndicated loans

In April 2004, América Movil obtained a loan of US$ 300 million that matures in May
2009 and bears interest at the LIBOR + 0.6%6.%. Interest is payable quarterly on
February, May, August and November of each year. ln2004 accrued interest on the
notes was Ps. 51,948

At December 31, 2003, América Movil had entered into syndicated loan agreements for
approximately US$ 1,000 million with maturities between 2005 and 2007, beanng
interest at LIBOR plus 0.75% to LIBORplns 1.35%. At Decemba’ 31, 2004, the
Company paid these loans with the resources obtained in the wmngofthe
aforementioned debt.

BNDES

At December 31, 2004, Tess and Americe] have outstanding syndicated loans provided
with resources of the Brazifian development bank Banco Nacional de Desenvolvimiento
Econdmico e Social (‘BNDES”). These loans are principally denominated in reales, with
a portion indexed to US dollars. The ipal amount of the loan is approximately
BRRZSOthonphsapwmaoelyUSFi‘:)m

Domestic senior notes

The National Banking and Securities Commission has authorized América Moéwil to
establish four programs for the issuance of domestic senior nofes guaranteed by Telcel
for Ps. 5,000 millicn each At December 31, 2004, the Company made issues of the first
three programs for amounts ranging from Ps. 400 to Ps. 1,230 million. with matorities
ranging from 3 to 7 years. These issues bear a floating interest rate established as a
percentage of the THE and CETES rates.

Additionally, AmameﬂhasavadablesccmmmlpaperpmgmmfoxPs 3.000
million. As of December 31, 2004, the Company had no cutstanding commercial paper
debt.

Subsequent event

In February 2005, the National Banking and Securities Commission authorized the
Companytoambhshafw-yearpmpmfuﬂmzsmmofdomemc senior notes for
up to Ps. 5,000 million

Commercial paper

At December 31, 2004 and 2003, the Company’s commercial pager, the balance of which
is Ps. 3,978,553 and Ps. 785,678, respectively, was issued at the end of the year, st a
weighted average interest rate of 8.9514% and 5.9157%, respectively. The commercial
paper matures in Jaruary 2005 and 2004, which was when the related Lability was paid.

Subsequent event

On February 17, 2005, América Mévi] issued a bond in the amount of US$ 1,000 mullion
(mdumedebtmsmmtprogmmforUSSZDOOnnlhonmg)stuedwﬂhﬁwSecu.nw
and Exchange Commission using form F-3, dated November 22, 2004) that matares in
March 2035 and bears fixed interest of 6.%4%. Interest is payable semiannually on

September 1 and March 1 of each year, stamngonSepmberl 2003. The bond is

unconditionally guaranteed by Telcel.
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General

At December 31, 2004, the Company had a mumber of bank facilities bearing interest at
L]BORpinsaspread For certam of the facilities, the spread over LIBOR can vary if
there is a deterioration in the Company’s financial condition. The facilities have similar
terms as to covenants, and under all of the facilities Aménica Movil, Sercotel and Telcel
are either borrowers or guarantors.

AmédcaM&vxl:smbjectmﬁnancialmdopemﬁn,comamsmduthelom
agreements. They limit the ability to pledge assets, to e a merger or a sale of all or
substantially all of the assets, to permit restrictions on the ability of the subsidiaries
to pay dividends or mskerhsmbutxonstomeCompany. The most restnictive financial

coxenants the Company to maintain a consolidated ratio of debt to EBITDA not
55 1 (usin A m‘é:ﬁ‘i::on the lnuoaogmmmsf !)mm 1 mmm
to terms m oan cel 15 to
covenants to those applicable to América Movil. A number of )
instruments are subject to either acceleration or attheholdersophonﬂthu’e

is 8 change of control. In the event of a default un omtammatenalpmms:msofsm
of the Dank loans, América Movil iz prohibited from paying dividends the
shareholders. At December 31, 2003, AmaxcaMovdwasmcomphancemﬂ:aﬂof

these requirements.

At December 31, 2004, approximately 89% of América Mévil total outstanding
consohdateddebt:sguamnmedbyTelceL

14. Foreign Currency Position and Transactions
a) At December 31, 2004 and 2003, AmérmaMovxlhasmeﬂnuvwmgforugn—mmcy

denomimated assets and habxlews
Foreipn in million
Exchange Exchange tate

Tate at at
December 31, ) December 31,
2004 2004 2003 2003
Assets

US dollar 2,621 11.26 1,326 11.23
Guatemalan quetzal 1,885 145 702 139
Brazilian reales 3437 4.24 2356 389
Colombian peso 405,016 0.004 290,163 0.004
Argentinesn peso 615 3.78 380 385
Urugusyan peso 85 0.427
Nicaraguan cordoba 376 0.687
Honduran lempira 168 0.534

Euro ) 1532 1 14.11
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Foreipn cumrency in million ;
Exchange Exchange rate
rate at at
December 31, Decemnbes 31,
2004 2004 2003 2003
Liabilities )
US dollar { 4,508 11.26 { 37126 1123
Guatemalan quetzal ( 1342 145 ¢ 1,330 139
Brazilian reales { 6104 424 { 4,160 3.89
Colombian peso {1.484,520) 8.004 ( 714D 0.004
peso { 987 3.78 ( 395 383
Uruguayan peso ( g 0.427
Nicaraguan cordoba ( 199 0.687
Honduran lempira ( 297) 0.584

At February 25, 2005, the date of the andit report on these financial statements, the
exchangemteoftheMaxcanpesorehﬁvetomeUSdonar quetzal, real, Colombian
peso, Argentinean peso, Urugnayan peso, cordoba, lempira and euro was Ps. 11.08 per
US dollar, Ps. 1.43 per quetzal, Ps. 4.20 per real, Ps. 0.004 per Colombian peso, Ps. 3.77
per Argentinean peso, Ps. 0.44 per Uruguayan peso, Ps. 0.67 per cordoba, Ps. 0.58 per
lempira and Ps. 14.70 pereuro.

t) In the years ended December 31, 2004 and 2003, the Company had the following
transactions denominsated in foreign currencies. Curencies other than the US dollar were
translated into US dollars using the average exchange rate for the year.

Thousands of U.S. dollarg

‘ 2004 2003
Net revenues 5,703,036 3,037,013
Operating costs and expenm 6,048,179 4,103,468
Interest mcome 192,830 141 484
Interest expense 331,402 208075
Other {(expenses) income, net (39,602) 260,394

15. Commitments and Contingencies

a) As of December 31, 2004, the Company has entered into various leases (as a lessee) -
mthmlxtedpmﬁsﬁardmbuﬂdmgamwhchxtsoﬁmmlocate&aswenaswnh
owners of property where the Company has installed radio bases. The leases expire
within one to fourteen years.

Following is an analysis of minimmm reatal payments due in the next five years. In some
cases, the amounts will be increased either based on the NCPI or on the appraisal values

of the property.

At December 31, 2004, the Company had the following commitments under nog-
cancelable leases.
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Years ended December 31 Capital lease wastemg
2005 [ 983,763 $ 1,836,861
2006 391,758 2,020,414
2007 372,039 2,171,462
2008 3,829.100 2272572
2009 and thereafter 6,883,674
Total 6,076,660 S 15,184,983
Less interest - __(1,170413)
Present value of minimum rental payments, net 4,906,247
Less: short-term obligations 860.705
Long-term obligations $ 4045542

Rent charged to expenses in 2004 and 2003 aggregated Ps. 1,835,044 and Ps. 1,148,059,
respectively. .
b) Payment guarantees with suppliers

At December 31, 2004, some of the subsidiaries had commitments to acquire equipment
their GSM networks, forasmnchasappmmmztelyUSS376nnlhon
(app;;mmately Ps. 4,235 million), which amounts have been guaranteed by America

Telcel

¢) Cofeco

Administrative proceedings were commenced in January and June 2001 by Cofeco
against Teicel for alleged anti-competitive behavior in connection with certam actions
carried out by certatn distributors of Telcel In May 2002, Cofeco miled a Telcel in
commection with the proceeding begun in January 2001. Telcel appesled this ruling in
Juge 2002. In September 2002, Cofeco ruled against this appeal Teicel filed a lawsnit
(demanda de nulidad) against this ruling in January 2003, the resolution of which is still
pending. With fespect to the administrative proceedings commenced in Juze 2001,
Cofeco ruled against Telce] in December 2002, and Telcel appealed this ruling. In May
2003, Cofeco ruled against this appeal. In August 2003, Telcelﬁledalawstm(demanda
dsnubdad) against this ruling, the resolution of which is still pending. In December
2004, Teloelwasnnhﬁedafﬁlemuanonofﬁntheradmmxsmwpmcmdmgsm
comechmmththeaﬂegedanﬁ-comeﬁtx\rebehmorbymdxstﬂmm The same
month Telcel filed a lawsuit (demanda de amparo) challenging Cofeco’s rights to
initiate these proceedings. If Telcel is unsuccessful sn challenging any of the
aforementioned proceedmgs, it may be subject to the resulting fines or speafic
reguiations or assessments. Telcel has not provided for these potential liabilities since at

. the date of the financial statements, the amount of the possible contingency could not be

reasonably estimated.
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d) Interconnection
In December 2004, Telcel entered into an agreement with a number of telecom opetators

“for the interconnection rate for “calling party pays” (el que llama paga, as it is known in

Mexico) calls for the period form January 1, 2005 through December 31, 2007. The
agreement establishes a gradual 10% annual reduction in “calling party pays”
interconnection rates that was in force in 2004 ($ 1.90 pesos per minute or fraction
thereof) so that rate for the 2005-2007 period will be $ 1.39 pesos per minute or fraction
thereof The agreement aiso stipulated that such gradoal reduction be reflected in
portions in the rate that fixed-line carriers charge customers making “calling party pays™
calls. The Federal Telecommunications Commission (Cofetel) has authorized the abo
mentioned rate plan. ‘

Certain operatars have protested this rate plan_ claiming that the proposed rates were not
determined based on real costs. Such operators have mitiated process aimed at having
the Cofetel mtervene in negotiations between carriers and resolve, among other issues,
“calling party pays™ interconnection rates.

Given the current status of the negotiations with dissenting operators, it is impossible to
predict what effect a ruling against the Company could have on its financial mfonmation.
It is entirely possible that a preater decrease in mterconnection rates will be ordered by
the Cofetel as 3 result of the objections of the camiers.

¢} CNBY

In 2603, América Mévil recerved requests for information from the National Banking
and Securities Commission (NBSC) and the Securities Exchange Commission (SEC)
regarding Telcel’s entering imto a capacity services agreement with ifs idiary -
Operadora Upefon in September 2003. The investigation regards the alleged use by
Operadora Unefon of the US$267.7 million paid by Telcel to Operadora Unefon under
the agreement and related public disclosures made by an affiliate of Operadora Unefon.
Thz%é% has publicly stated that it has filed charpes against certain affiliates of
Operadora Unefon. America Movil and Telce! have cooperated with the authorities.

# Short message services

Under the terms of its concessions for the 800 megahertz spectrum, Telcel must pay the
federalegoma.fo on gross revemes from concessioned services. The

is levied at rates that vary from region to region but average approximately 6%. Telcel
believes that short message services are value-added services, which are aot
concessioned services, and that revenues from short message services should not be
subject to this royalty. In related proceedings, Cofete] has ruled that short text messages
are subject to the interconnection regulatory regime and that such services do aot
constitute value-sdded services. Telcel 15 cumrently disputing these issues in an
administrative proceeding, but has nevertheless made provisions i its financial

~ statements to cover this potential liability.
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Teigua
&) Reversal of privatization

In June 2000, the executive branch of the Guatemalan government issned declarations
concemning Empresa Guatemalteca de Telecommnicaciones (“Guatel™), a Guatemalan
state agency that conducted the privatization of Teigua. The declarations stated that
certain actions of Guatel relating to the pm*ahzxtwn of Telgua were contrary to the
interests of the Guatemalsn State, In September 2000 &mxamlangovanment
commencedudzmalpmceedmgsa,amsthauLTelguaandwﬂm parties
involved in the privatization of Telgua seeking reversal of the privatization.

In October 2001, the Guatemalan government announced a governmental accord issned
by the president of Guaternala and the Cabinet ministers establishing the principal terms
and conditions of a settlement agreement between the people of Guatemala Telgua,
Guatel and America Central Tel S A (ACT), and ordering the atomey general of
Guatemala to enter into such agreement in the name and on behalf of the people of
Guatemala. Under the terms of the settlement agreement, Telgna was obligated, among
other points, to invest 8 minimum of approximately US$246 million in certain equipment
and plants by no later than 2004, Telgua has already made all required investments.
During 2002, certamn former government officials presented claims to the Guatemalan
courts challenging the validity of the October 2001 seitlement agreement. Such suit was
withdrawn in 2004. A presiding admmistrative court subsequently approved all terms
and conditions of the settlement agreement and ordered the terminatien of all litigation
and related actions with respect to this matter.

k) ITL-GEDO

In addition, judicial proceedings were commenced in the United States District Court for
the Southemn District of New York in March 2001 by International Telecom, Inc. (ITT)
against Generadora Eléctrica de Oriente, S.A (GEDO). Antonio Jorge Alvarez and
Telgua, alieging breach of contract, tortious interference with contract and fraud in
connection with an international telscomnmnications service agreement. In March 2002,
the court granted Telgua’s motion to dismiss the case against it for lack of personal
jurisdiction, bolding that Telzua had insufficient contacts with New York to subject it to
Jurisdiction in that forum In April 2004, the Dastrict Court issued a final ruling

TT1 US$ 900,000 for damages from GEDO and Antonio Jorge Alvarez. In June
2004, IT] filed an appeal with U.S. Second Circuit Court of Appeals, disputing, among
oﬂmpohﬁs,themﬁngismedbytheDis&ictComﬁnMaxchZOO2ﬂmtdisﬂssedme
case against Telgua in such court. A heanng was held tn March 2005 and the parties are
awaiting a ruling from the Court of Appeals. Neither Telgua nor América Mavil are able
to predict whether or not the court of appeals will uphold the opinion of the District
Court. Telgna has made no provision for these proceedings, since at the date of the
financial statements, the amount of the possible contingency cannot be reasonably
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Comcel
7 Voice/IP

In March 2000, the Colombian Superintendeacia de Industria y Comeccio (SIC) issved
Resolution No. 4954, requirmg Comcel to pay a fine of approximately US$ 100 thousand
(Colombian P. 234 million) for alleged anti-competitive behavior. In addition to this
admimistrative fine, the SIC ordered Comcel to pay damages to other long distance
operators. The long distance operators estimated their damages to be US$70 million.
Comecel requested an administrative review of the damages decision, which was denied
in June 2000. Comcel appealed, and the appeal was rejected in November 2000.
Comceel resubmitted the appeal tn February 2001. Comcel also filed a special action in
court challenging the denial of the administrative review. _

Following a series of court proceedings, a Colombian appeais court in June 2002 ordered
that Comcel's February 2001 appeal be granted and that the administrative decision
against Comce] be reviewed. After additional proceedings, the Superior Court revoked
the decision of the appeals court, and the procedure was reverted back to the SIC in order
mconnnnetheproeasofesnmatmgdamags against the other long-distance camiers.
According to Comeel’s lawyers, should the SIC award damages to the long-distance
carriess, the amount of such damages should not exceed Comcel’s revenues from
providing Voice/IP services, the amount of which is considerably lower than that
originally estimated by the camriers. Based on the opinion of its lawyers, Comoel has
made no provision in its finsncial statements to cover the possible liability. Neither
América Mévil nor Comeel can certain that the amount of damages determined by the
SIC will be consistent with the amount estimated by Comoel. Comcel will continue to
work through all available appeal channels after such time as the damages are awarded.

J) Distributors

In January 2005, Comgcel was notified of arbitration proceedings initisted against it by its
distributors Celcenter Ltda. (Celcenter) and Concelular, S A (Concelular) related to
Comeel's decision to reduce commissions paid to distributors. In their case, the
distributors ailege that (1) Comncel has abused 1t dominant position (i1) there is an
relationship between the distributors and Comcel and (i) Comeel is in breach of its
contract and in non-fulfillment of its trade obligations. The plaintiffs seek approximately
USS$ 30 million in damages from Comcel. Comcel has provided for this contingency in
its financial statements.
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Telecom Américas
k) Anatel inflation-related adjustments

The Brazilian Agéncia Nacional de TelecomunicacSes (ANATEL) bas challenged the
affiliates Tess S.A (Tess) and ATL-Algar Telecom Leste S.A. (ATL) regarding the
computation of inflation-related adjustments due under these companies’ comcession
agreements with ANATEL. Forty percent of the concession price uader each of these
agreements was due upon execution and 60% was due in three equal annual installments
(subject to mflation-related adjustments and interest) beginning in 1999. Both companies
have made these concession payments, but ANATEI has rejected the companies’
calculation of the inflation-related adjustments and requested payment of the alleged
differences. The companies have filed declaratory and consignment actions i Braziltan
courts seeking resolution of the disputes. The court of first instance ruled against ATL’s
filing for declaratory action in October 2001 and ATL s filing for consignment action in
September 2002. Subsequently, ATL filed appeals, which are pending.

In September 2003, the conrt of first instance suled against Tess’ filing for consignment
action. Subsequently, Tess filed an appeal, which is still pending. Ngomlinghasbeen
made to date with respect to the declaratory action filed by Tess. At December 31, 2004,
the aggregate contested amounts were approximately US$ 183 million (BRR486
million), including potential penalties, surcharges and mterest. Based on the opinions of
their legal advisors, both ATL and Tess have made provisions in their financial
statements for this potential hability.

1) BNDESPar

Prior to the Company’s acquisition of Telet, S.A_ (Telet) and Americel, S.A. (Americel)
by Telecom Americas Limited (Telecom Amesicas), BNDESPar, a subsidiary of
ENDES, the Brazilian development bank, had entered into investment and other
shareholder agreements with Americe], Telet and certain of their significant
shareholders. Under these agreements, BNDESPar had the right, among others, to
participate in the sale of shares of Telet and Americel in the event of certain transfers of
control, for so long as BNDESPar held 5% of the share of capital in those companies. In
Ocicber 2003, the Company increased the capital of each of Telet and Americel and
BNDESPar's cwnership in each fell below 5% from approximately 20% in each and,

, it elected not to exercise its preemptive rights. Subsequently, BNDESPar
sent official notices to Telet and Americel reserving its rights under the agreements in
respect of certain past transfers of shares. In November 2004, BNDESPar commenced
jodicial action in a Rio de Janeiro court claming that it is entitled to sell Telecom
Américas its shares in Telet and Americel for approximately USS 164 million. The
Company does not believe that BNDESPar has a valid claim against Telcom Américas
and so the subsidiary will vigorously defend its stance. Neither América Movil nor
Telecom Ameéricas are able to assure that Telecom Américas will prevail in the case
against it. Telecom Américas has made no provision in its financial statements for this
potential liability.
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m} Lune patent case

A Brazilian company claims that Brazilian mobile operators have violsted the
regulations relating to caller I D. technology patents. The plaintiffs initially filed thesr
case against Americel before a state comrt m Brasilia, the federal capital of Brazil
Afterward, as part of two alternative proceedings, legal action was taken by the plamtiff
against 23 defendants, inctuding all of America Mévil's operating subsidiaries in Brazil.
Though the Company does not believe that patent provisions in question actually cover
technology features used by Amerirel to provide caller 1D. identification services,
Americel was found guilty by the conrt of the first instance, and subsequently, the first
court of Appeals. Afier the sentence was issued against Americel, a Federal Court in Rio
de Janeiro issued a preliminary nullification of the patent in question through a suit filed
by a calier L D. technology supplier. Americel filed three special appeals in an aim to file
for an examination of its case before the Higher Counrt of Justice (the highest const in
Brazil for interpreting federal laws, and the Supreme Court of Justice (the highest conrt
for constitutionality issues).

The Court of Appeals has determined that two out of the three appeals filed by Americel
will be examined by the Higher Court of Justice. The request made before the Supreme
Conrt of Justice has been rejected; however the Company is entitled to agam file a
motion to overtom such decision.  Americel continmes to defend itself vigorously agamnst
the plaintiff's allegations.

Lawsuits againet other operators are at the initial phase. Plaintiffs have already filed
before the same state court of first instance in which the Americel case was previously
examined. However, the defendants have sought a motion to move the case to other
courts due to jurisdiction matters. The Americel case does not involve any other state or
federal court in Brazil. America Mévil and its Brazilian subsidiaries will continue to
vigorously defend themselves against the claims against them and do not expect any
related rulings for the next few years.

Currently, it is impossible to reasonably estimate the possible damages resulting from
such proceedings, or predict whether or not the above-mentioned defendants will prevail.
n the case of Americel, the plamtiff has been requested to iminate the necessary
proceedings relating to the execution of the sentence aimed at having Amenicel cease to
provide caller I D. services and determining the monetary damages caused by the
patent violations. Americel has not been informed as to how the plainiiff wills the
payment of the damages to be determined. Americel will seek a motion to suspend the
writ of execution so as to await the sentences of the appeals filed. In addition, Americel
is benefited from limited contractual compensations payable by its equipment suppliers
and is analyzing bow and how much may eventually be recovered from these suppliers.
Americel has made no provision for these proceedings, since at the date of the financial
statements, the amount of the possible contingency cannot be reasonably estimated.
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ComplUSA
n} COC Services

In January 2000, COC Services, LTD. (COC Services) filed with the District Court for
the County of Dallas, Texas, a lawsnit against CompUSA, Inc. (CompUSA) alleging
breach of contract, tortious interference with contract and civil liability on the part of
CompUSA i connection with certain letter of intent ing to the franchises granted to
various Mexican retailers. The lawsnit named James in, the former CEO of
CompUSA, and Carlos Slim Helt, the honorary chain of the Board of Directors of
América Mévil, as well as additiopal defendants. In February 2001, the jury ruled
against CompUSA and required payment of actual damages of US$ 90 million and
punitive damages of US$ 94.5 million. The verdict also awarded punitive damages of
USS$ 175 million against Mr. Halpin Actual and punitive damages were also awarded
against the other defendants.

In March 2001, CompUSA and the other defendants filed a motion for judpment
notwithstanding the verdict. In May 2001, the court granted a motion for jadgment
notwithstanding the verdict, thus nullifying the verdict issied against Comp USA and
Mr. Halpin and significantly reducing the amounts awarded. Despite the reduction in
damages, the defendants have filed appeals seeking foll exoneration from all charges
against them_ :

In Angust 2004, the Dallas Court of Appeals nullified the verdict of February 2001, thus
releasmg the defendants, including CompUSA, from payment of any damages
whatsoever. The verdict has been appealed by COC and the final resolution of the conrt
of appeals is currently pending. .

16. Related Parties

a) Following is an analysis of balances due from/to related parties as of December 31,
2004 and 2003. All of the companies are considered América Telecom’s affiliates, as the
Campany’s principal stockholders are also directly or mdirectly stockholders of these
related parties.

December 31
2003
Due from:
Teléfonos de México, S.A de C V. $ 704376 $ 523,456
Sanborns Hermanos, S A.de C V. 127,122 72,903
Sears Roebuck, S.A de CV. 62,655 42,776
Teléfonos del Noroeste, SA deC.V. 34,096 28,487
Seguros Inbursa, S A.deCV. . 7,799
Others 49,049 6,005
$ 977298 3§ 681436
Dae to:
Fianzas Guardiana Inbursa, S A deCV. 65172 § 27,887
Carso Global Telecom, S. A de C V. - 22,897
Compaiiia de Teléfonos Bienes y Raioes, S.A deC. V. - . 17.494
Seguros Inbursa, SA deC.V. 22,600 -
Others 4,619 16,997

Total 92391 $ 85775
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b) In the years ended December 31, 2004 and 2003, America Movil had the following
significant transactions with related parties (mainly with Telmex):

2004 2003

Revenues:
Calling Party Pays (CPF) mterconnection fees
(1) $11,290,894  $ 10,049,695

Costs and expenses:
* Payments of long-distance, circuits and others (2) 4,268,679 4,104,539
Commercial, administrative and general:
Advemsmg 659,633 561,359
Others, net 76,842 ( 4849)
Interest expense {income), net 661 ( 4950)

(1) Interconnection fees from CPP: incoming calls from a fixed.line telephone to a
wireless telephone. Prior to the spin-off Telcel had emtered into interconmection
agreements with Telmex that specify a number of connection points, location of
interconnection points, the method by which signals must be transmitted and received
and the costs and fees of interconnection.

(2) Includes: a) Interconnection (cost): payments of interconnection for outgoing calls
from the wireless network to the fixed-line network; b) Lonp-distance: paymeats for the
useofnahomlandmmhonallong—d:stance and c) leases of buildings and other
celtular space.

c) Telcel has entered into various leasing and co-Jocation agreements with a subsidiary of
Telmex. Under these agreements, Telnelagreestopaymoﬁhlyﬁmﬁwdu use of
TELMEX's buildings and antenna and repetitor space, and 15 able to install its
interconnection and switching equipment. :

d) The Company purchases materials and services from related parties under terms no
less favorable than it conld obtain from unaffiliated parties. Such matenals and services
include insurance and bank services provided by Grupo Financiero Inbursa, S.A. and
cestain other subsicharnies.

17. Stockholders’ Equity

a) The Company’s fixed minimum capital at December 31, 2004 and 2003 &
Ps. 4,453,374 (Ps. 897,681 nominal amount) and Ps. 4,489,960 (Ps. 933,246 nominal
amount), respectively, represented by 3,500,646 (thousand) and 3,639,338 (thomsand)
Series A-1 common, registered shares with no par value. In addition, the Company’s
bylaws provide for the issuance of Series A-2 variable capital shares. At December 31,
2004, no variable capital shares have been issued.

b) In 2001, the Company initiated & program to purchase its own shares. The cost of the
shares purchased over the portion of capital stock represented by the shares acquired,

" represents a charge to retained eamings In 2004 and 2003, the stockholders agreed to

increase the legal reserve by Ps. 4,149,335 and Ps. 1,616,507, respectively (Ps. 4,000,000
and Ps. 1,500,000 nominal vatues, re&pectwel) A&Dwunberﬂ 2004 and 2003, the
legalreservewasPs 3,280,927 and Ps. 2,215,320, sespectively.
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c) During 2004 and 2003, the Company repnfdmé 138,693 (thousand) and 101,039
(thousand) shares, respectively. At December 31, 2004, there were 434,430 (thousand)
treasury shares for re-placement.

d) At December 31, 2004, ﬂxempﬁcnomeraccuumlatedwmpmhmsimm items
includes the deficit from restatement of stockholders’ equity net of deferred taxes and the
effect of translation of foreign entities in the amount of Ps. 1,458,869 (Ps. 759,312 in
2003)

e) In conformity with the Mexican Corporations Act, at least 5% of the net income of
each year must be appropriated to increase the legal reserve until it reaches 2096 of the

capital stock issued and outstanding.

18. Income Tax, Asset Tax and Employee Profit Sharing
a) Mexico

1) Income tax shown in the statements of income comresponds to income tax determined
individnally for the Company and for each of its subsidiaries. In addition, effective
January 1, 2002, the Ministry of Finance and Public Credit authonized América Movil to
consolidate its tax results with the result of its Mexican subsidiaries.

Through December 31, 2004, tax comsolidation was allowed at 60% of tax losses and
taxable earnings of those Mexican svbsidiaries authorized to conmsolidate for tax
purposes. As part of the presidential tax reforms passed in 2004, starting on January 1,
2005, tax consolidation may be comprehensive, or rather, at 100% of the tax losses and
taxableeunmgscihimcanmmm This change in the tax law will represent no
deferred effects for Aménica Movil.

In 2004, the Company reported taxable income of Ps. 158,632, against which it camied
forward tax losses of Ps. 98,485, giving rise to income tax of Ps. 19,848,

2) The 1.8% asset tax is computed on the average value of most assets net of certain
liabilities. Stnce asset tax may be credited against income tax, the former is actually
payable only to the extent that it exceeds income tax. Asset tax for the year ended
December 31, 2004 of Ps. 4,917 may be recovered, restated for inflation, in any of the
succeeding ten years in which income tax exceeds asset tax.

3) The statutory income tax rate for 2004 and 2003 was 33% and 34%, respectively, -
However, from 1999 through 2001, corporate taxpayers had the option of deferring a
portion of payment of income fax, so that the tax payable for those years

30% of taxable income. The deferred portion of the tax had to be controlled n the so-
called “net reinvested tax profit account™ (CUFINRE) to clearly identify the eamings on
which the taxpayer opted to defer payment of a portion of income tax. Effective Janpary
1, 2002, ﬂmabmmennonedopnmofdeﬁnmgapmumofmtaxwasehmted

Since in 2001, the Company opted for this tax deferral. eamings will be considered to be

dxsmbutedﬁmtﬁnmtheCUFINREaewmtandanyexoesswxﬂbepmdﬁnmthe“net
tax profit account™ (CUFIN) so as to pay the 5% deferred tax.

41



)

)

4) Any distribution of earnings in excess of the afcrementioned account balances will be
subject to taxation at the enacted tax rate at that time.

As part of the presidential tax reforms passed in 2004, staring on January ‘1, 2005, the
mcometaxmtewdlbe30%mdwﬂlbemducedbyonepercemagepomtaymmmn
reaches 28% in 2007 and succeeding years.

The effect of this gradual decrease in the income tax rate is reflected in the computation
of deferred taxes of the Mexican subsidianes and represents a credit to operations of
approximately Ps. 303 million. Such effect is included in ali relevant captions.

S) An analysis of income tax charged to results of operations for the years ended
December 31, 2004 and 2003 is as follows:

2004 2003
Current year income tax of Mexican S 4,024167 $ 2,779.302
subsidiaries
Current year income tax of foreign 1,606,821 583,929
Deferred tncome tax 2,751,735 28.555
Effect of change in tax rate { 302,616)
Total : $ 8080107 § 3391 736

Smceamemmxlegxslaummcogmzespunaﬂytheeﬁectsofmﬂxummmmms
that give rise to deferred taxes, the current year net monetary effect on such items has
been reclassified in the statemexﬂofmcomefromthememyposmmresnhtocm
year deferred income tax cost.

6) At December 31, 2004, the balances of the “restated contributed capital account™
(CUCA), CUFIN and CUFINRE are Ps. 4,744.377 Ps. 9421451 and Ps. 8635,
(Ps. 4,744,377, Ps. 8,870,427 and Ps. 8,635 in 2003)

7) A reconciliation of the statutory corporate income fax rate to the effective mate
recognized by the Company for financial reporting purposes is as follows.:

2004 2003

Statutory income tax rate in Mexico 33.0% 34.0%
Financing costs 33 31

i 6.7 3.2
Recoverable taxes ()
Asset tax 7.5
Transactions of subsidiaries abroad (6.6) (10.4)
Sale of shares of assoctated companies
Others 25 {4.4)
Effective tax rate for Mexican operations 38.9 23.6
Revenues and costs from foreign subsidianies {6.3) (8.4)

Effective tax rate 32.6% 17.3%
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8) The temporary differences on which the Company recognized deferred taxes in the
years ended December 31, 2002 and 2003 were as follows:

2004 2003

Deforred tax assets
Liability provisions ' $( 565877) $(1,100942)
Other ( 248,056) ( 95043)
Deferred revenues (1,131,344) ( 1,115,135)
Tax losses (20,160,132) (20 423 ,061)
Asset tax ( 358) 13.601)
(22,105,767) (22 747,782)
Deferred tax liabilities
Fixed assels 2,394,330 2,670,841 .
Inventories 1,530,363 987.035
Sale and lease back 2,206,290 935444
Licenses 413,148 989,186
Royalty advances 1,298,864 -
Other 226861 -
8,069,856 5,582,506
Less: valuation allowance 19,956,425 20, 944,543
Deferred income tax hiability 5.920,515 3.779.267
Deferred employee profit sharing on inventories 285,398 -
Total deferred taxes $ 6205912 3§ 3779367

9) Telcel is legally required to pay employee profit sharing in addition to the
compensations and benefits to which Mexican employees are contractually entitled. The
statutory employee profit sharing rate in 2004 and 2003 was 10% of taxable income.

Starting in 2006, employee profit sharing paid to employees will be deductible for
income tax purposes in Mexico.

b) Foreign subsidiaries

The foreign subsidiaries determine their income tax based on the individual resuits of
each subsidiary and in conformity with the specific tax regimes of each country. The
combined pretax income of these subsidiaries in 2004 and 2003 were Ps. 1,505,863 and
Ps. 3954482, and  their combined income tax provisions were
Ps. 1,606,821 and Ps. 583,928, respectively.

At December 31, 2004, an analysis of available tax loss camryforward of foreign
subsidiaries 18 as follows:

Million of pesos at December 31, 2004

Years Brazl Argentina USA Colombia Ecuador
1997 $ 46

1998 1,557

1999 - 11,720 S 64
2000 7,721 $ 978 % 1,297 389
2001 9,024 1,226 1,427 349
2002 7474 § 4674 94 669 117
2003 4,726 853 22
2004 2,264 748

$ 44532 S 3432 § 2208 % 4246 8 941
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In Brazil there is no time limit on the camryforward of tax losses; howewver, the
carryforward in each year may not exceed 30% of taxable mcome for such year.

In Argentina, tax losses reported in & given year may be camied forward against taxable
income generated in the next five years.

Through 2002, tax losses incurred in Colombia could be carried forward against taxable
income generated in the next five years, with no restrictions whatsoever. As of 2003, the
tax loss of a given year may be carried forward only against taxable income generated in
the next eight years, without exceeding 25% of income generated in any given year.

Tracfone experienced & change in ownership as defined by section 382 of the US.
Internal Revenue Code, under which, there is an annual limitation on Tracfone’s ability
to realize the benefit of its loss camyforward. Accordingly. some or all of the Tracfone’s
losses might not be carried forward o the future.

In Ecuador the tax loss reported in a given year may be carried forward only agamnst
taxable income generated in the next five years.

In Guatemala and El Salvador, current year tax losses may not be camied forward against
future income.

19. Stock Option Plan

In September 2001, América Mévil established a stock option plan for most of its senior
executives. The plan is for a duration of four years, and as many as 3,215,000 miltion
series “L” own shares may be made available. The subscription price for the 2001 plan
is P. 1.00 per share. Participants under the plan exercise 25% of the options during
2001, 25% during 2002, 25% dunng 2003, the remaining 25% dunng 2004.
Because the options do not expire if not exercised in a particular year, a participant conld
theoretically wait until the fourth anniversary of the plan to exercise 100% of the options
granted During 2002 and 20603, América Mévil established second and third option
plans, respectively, each of which functions under the same rules as the 2001 plan,
that the second plan established in 2002 has a one-year lag while the third plan
established in 2003 has a two-year lag. Additional senes ‘“L” treasury shares were
assigned to such plans. At December 31, 2003, 3,335,750 series “L” shares have been
exercised and in 2004, the participating executives exercised the reminder of their
assigned shares. The related charge to results of operations of 2004 was Ps. 49,216.

Company policy is to charge the difference between the market value of the stock
options and current year value 1o results of operations.

20, Segments

América Movil operates primanily in one segment (cellular services); however, as
mentioned in Note 1b) above, the Company has intemnational telecommnunications
operations in Mexico, Guatemala, Nicaragua, Ecuador, El Salvador, Brazil, Arpentina,
Colombia, the United States, Honduras and Uruguay. The accounting policies of the
segments are the same as those described in Note 2. The following summary shows the
most tmportant segment information.
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PART1
Item 3. Key Information
SELECTED FINANCIAL DATA

This annual report inctudes our andited consolidated financial stalements as of December 31, 2003 and 2004
and for each of the three years ended Decernber 31, 2002, 2003 and 2004. Our financial staterments have been
prepared in accordance with Mexican GAAP and are preseated in Mexican pesos. The financial statements of owr
non-Mexican subsidiaries have been adjusied to conform to Mexican GAAP and translated to Mexican pesos.
See Note 2(g) to our audited consolidated financial stake ments.

Mexican GAAP differs in certain respects from U.S. GAAP. Note 22 to the audited consolidated financial
statements provides a description of the principal differences between Mexican GAAP and U.S. GAAP, as they
relate to us, a reconciliation 1o U.S. GAAP of operating income, net income and total stockholders' equity and a
condensed staement of cash flows under US, GAAP.

Pussuant to Mexican GAAP, in our financiz] stalements and the selected financial information set forth
below: .

+ nonmonetary assets (including plant, property and equipment of Mexican origin) and stockholders®
equity are mstated for inflation based on the Mexican National Consumer Price Index; plant, property
and equipment of non-Mexican origin are restated based on the mte of inflation in the country of origin
and converted into Mexican pesos using the prevailing exchange raw at the halance sheot date;

«  gains and losses in purchasing power from holding tmanetary liabilities ar assets ste ecognized in
income: and

+ ail financial statements are restaed in constant pesos as of December 31, 2004,

The effect of inflation accounting under Mexican GAAP has not been reversed in the reconcifiation o U.S.
GAAP of operating income, net income and total stockholders® equity, except with respect to the methodalogy
for restatement of imported wlephone piant See Now 22 t our eudited consolidased financial staements.

References berein to “U.S.$” are o U S. dollars. References herein to “pesos,” “P.” or “Ps.” are to Mexican
pesos.

This annual report contains translations of various peso amoumnts into U.S. dollars at specified rates solely
for your convenience. You should not construe these transiations as representations by us that the rominal peso
or constant peso amounts achumlly represent the U.S. dollar amounts or could be converted into U.S. dollars at the
rate indicated. Unless otherwise indicated, we have translated U S. dollar amounts from constandt pesos at the
[ rate of Ps. 11.2648 to U.5.51.00, which was the e reported by Banco de México for December 31,
2004,
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The selected financial and operating information set forth below has been denived in part from our audited
consolidated financial statements, which have been reporied on by Mancera 5.C.. a member practice of Emst &
Young Global, an independent, e gistered public accounting firm. The selected financial and operating
information should be read in conjunction with, and is qualified in its entirety by reference to, our audited

consofidased financial stalements.

As of and for the year ended December 31,

2

2000 2081 2002 2003 2004 2004
(miflions of
(mitions of consizat pesos @ of Devember 31, 20043(1)  U.S. dallar)(1)
Income Statement Data;
Mexicon GAAF
Opersiing rewemmes . . ... ..ovviaisn s siaesss PR3ATEY P A16 Pr62343 Pr90401 Pai3d 747  1U5311.962
Opearing costs sd expenses . 31431 40796 NI 71508 111253 9876
Depreciation and smaortization . . cean 3sn 5475 9053 14508 18.595 1551
Opernting docome ............ ... B 3,358 7,020 1365 18,892 23454 2086
Compre he esive financing cost (incomp) . {1.258) 70 107 2233) (1.908) {160
Nt IDCom® (Jes) .....oovvniiaciinsiaannas .- 1.046 [C-y) 5032 15812 16513 1466
Natineams (oss) por share:
Baske(2) ....oiciiiiiiiinnn . 0.0 Q.0 038 1.2 132 012
Diled(® ......coouvivee o . 0.07 Q) 038 L2 132 012
Dividends dectamd per sham(d) . Ceas . —_ 0.040 008 0.060 0.120 001t
Dividends paid per shEe(S) . ........ooiiinnsn . - 0030 080 005 o105 0009
Woighid rverags nmdmm(ﬂﬂhu) ’
Baghe ... oo i e s - 13,099 13an 12912 1250 —
Dilatad . ...ooviiiiiiiiiiisiissnna s, - 13499 1313 12914 12.506 —
PrBEOSE PriZE&S96  USSI1247
66560 104417 0269
14282 18250 1620
19498 29 1978
¥ 3 - 3 {2.075) (2.368) Q1
Notincome (Joes) ......oovneiaisinniannnnn PTSURO (210 (795) 6350 1561 16583 1479
. Notincame (Josy) per share: :
Basikc2) .. .er - ©.03 Q.05) 17 ] p B 1.3 012
. e . {0.05) (:¥-] L2 133 0.12
Prd6214 Pab6263 Pr748S5S PeB4OI3  USS 753
. 17,118 123638 1577 194521 1720
Short-was debt andd current portion of kngterm dabt . ... .. 8032 7288 1L1% 12737 5392 479
.. 1410 17538 %340 34135 56067 asm
79036 63453 53800 72804 71568 6285
32845 325820 2812 32810 32,795 291
3.266 3B 35647 3847 3547 -
ny 315 291 79 265 -—
10405 s07 8978 a910 8352 —_
Property. pia & qQuipraenl Bet . ... ... ..oouieiinins Pi306l] PrAOSE3 PeSTASE PaBQERS PeoSil6  USS Bada
108214 111404 E26871  M668I7  208.166 18479
&133 7288 110 12797 5302 7%
14277 11539 B340 39435 56067 4977
2553 B&S 128 533 15% 147
74716 65865 53004 74861 5,145 7558
33,258 33238 38226 33224 33209 2548
Sobscriber Data:
Number of subscribors {is thousands) ...............0. . 17,124 2650 31600 43,725 61,107 —_
Subscridergrowid L. ...uiisiasisiiai i i el 55.%% 188% 3848 398% -—
{see foomnates on following page)
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Except per share, share capital and subscriber dat.

For 2000, assumes 14,485 million shares outstanding for the period prior o September 25, 2000, the date
América Mévil was established. We have not included net income or dividends on a per ADS basis, Each

L. Share ADS reprsents 20 L Shares and each A Share ADS represents 20 A Shares.

For 2000, assumes 14,485 million diluled shares outstanding for the period prior to September 25, 2000, the
dake América Mévil was established. We have not included net income or dividends on a per ADS basis,
Each L Share ADS represents 20 L Shares and each A Shar ADS represents 20 A Shares.

Nominal amounzs. Figures provided represent the anmual dividend declared & the general shareholders®
meeting.

Nominal amonnts. For more information on dividends peid per share translated into U.S. dollars, see
“Financials—Dividends” under Iem 8. Amount in U S. doliars translaed at the exchange rate on each of the
respective payment dates. . )

The differences between owr Mexican and U.S, GAAP operating revenves include (1) the application of
EITF 01-9, “Accounting Consideration Given by a Vendor to a Customer”, which we have applied to all
periods presented in this table and which resulted in a reclassification of certain commissions paid to
distributors from commercial, administrative and general expenses under Mexican GAAP to reductions in
operating revenwes under US. GAAP, and (2) the application in 2004 of EITF 00-21, Accounting for
Revenue Arrangements with Multiple Deliverables,” which addresses certain aspects of accounting for sales
that invoived multiple revenue generating products andfor services sold under a single contractual
agreeruent. See nok 22 to our audited consolidawed financial statements.

Includes minority interest. )
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EXCHANGE RATES

Mexico has a free market for foreign exchange, and the Mexican government allows the peso to float fecely
against the U.S. dollar. The peso was relatively stable from 1999 until 2001. From 2002 to 2004, the peso
generally declined in value against the U.S. dollar. There can be no assurances that the goveroment will maintain
its current policies with regard to the peso or that the peso will not further deprecia®e or appreciate significantly
in the futme.

The following table sets forth, for the periods indicaed, the high, low, average and period-end noon buying
rate in New York City for cable transfers in pesos pablished by the Federal Reserve Bank of New York,
expressed in pesos per U.S. doflar. The rotes have not been restated in constont currency units and thesefore
spresent nominal historical figures. :

Low Average(f) Parfod End
10.0870 94717 9.6180
9.9700 9.3300 9.1560
10.4250 9.6630 104250

11,4060 10.8463  11.2420
11.6350 11.309S  11.1540

11.0970
11.2450
112290
11.4313
11.6350
11,5380
11,5350
11,4550
11.6030
11.5150
11.5290
11.3285

114110
11.2060
113295
112298
11.0330

(1) Average of month-end rates.

On June 28, 2005, the noon buying rate was Ps. 10.8415 to U.S.51.00.
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FORWARD-LOOKING STATEMENTS

This annual report contains forward-Jooking statements. We may from time to time make ferward-looking
statements in our periodic reports 1o the Securities and Exchange Commission on Forms 20-F and 6-K, in our .
annua! report to sharcholders, in offering circulars and prospectuses, in press releases and other written materials,
and in oral smements made by our officers, directors or employees to analysts, institutional investors,
representatives of the media and others. Examples of such forward-looking statements include:

+ projections of operating revenues, et income (loss), net income (loss) per share, capital expenditres,

dividends, capital stracture or other financial items or ratios;

»  statements of our plans, objectives or poals, including those relating to scquisitions, competition,

regulatian and rates;

¢ statements about our future economic performance or that of Mexico or other countries in which we

operate; .

« competitive develop in the tel ications sector in each of the markets where we cursenty

operate;

¢ other factors or trends affecting the telecommmications industry generally and owr financial condition

in particular; and

e statements of assumptions underlying the foregoing staements.

We ase words such as “believe.” “anticipate,” “plan,” “expect,” “intend,” “target.” “estimate,” “project,”
“predict,” “forecast,” “guideline,” “should™ and other imilar expressions to identify forwardJooking statements,
but they are not the only way we identify sach staements.

Forwand-Jooking statements involve inherent risks and uncertainties. We caution you that a munber of
important factors could cause actual results 1o differ materially from the plang, objectives, expectations, estimaes
and intentions expressed in such forward-looking statements, These factors, some of which are discossed under
“Risk Factors,” include economic and political conditions and government policies in Mexico, Brazil or
elsewhere, inflation rates, exchange rates, regulatory developments, echnological improvements, customer
demand and competition. We caution you that the foregoing list of factors is not exclusive and that other risks
and ymcertaintics may cause actual results to differ materially from those in forward-looking stiements.

Forward-Jooking statements speak only as of the date they are made. We do not undertake any obligation to
updawe such statements in light of new information or fature developments.

You should evaluate any statements made by us in light of these important factors.
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RISK FACTORS
Risks Relating to Our Businesses

Sabstantial and increasing competition in the wireless indastry could adversely affect the revennes and
profisability of our business

Our wireless businesses face substantial competition, typically from at least one other wireless provider, and
increasingly from maltiple providers, We also face competition from fixed-line selepbone companies and,
increasingly, oiher service providers such as cable, paping and Internet companies. Competition in our markets
has intensified in recent periods.

‘We expect that competition will continue to intensify in the future as a result of the entry of new
competitors, the development of new technologies, products and services. and the suction of additional spectrum.
We also expect the current consolidation tread in the wireless industry to continue, as companies ®spond to the
need for cost reduction and additional spectrum. This trend may result in farger competitors with greater
financial, technical, promotional and other resources to compete with our businesses. In January 2005, Tele foanica
Méviles completed the acquisition from BellSouth of wireless oper mv la, Colombia, Argentina,
Chile, Ecuadar, Panama, Peru, Goatemala, Uraguay and Nicaragua. With this acquisition, Tele fénica Mévides,
which has important operations in Mexico and Brazil, as well as other of our markets, consalidaied its position as
our largest regional competitor.

Among other things, our competitors conld:

* provide increased handset subsidies:

» offer higher commissions to retailers;

+ provide free airtime or other services (such as Internet access);

»  expend their networks fazer: or

+ develop and deploy improved wireless technologies faster.

‘We anticipate that competition will bead to increases in advertising and prometional spending and reductions
in prices for services and handsets. In addition, portability requirements, which enable customers to switch
wireless providers without changing their wireless mumbers, have been introduced in some of our markets and
may be introduced in other markets in the near future. These developments may Jead o smaller operating
margins, preater choices for customers, possible consumer canfusion and increasing movement of customers
among corpetitors, which may make it difficult for us to retain customers or add new customers. The cost of
adding e w customers ray also continue to increase, reducing profitability even if customer growth continwes.

Our ability to compete successfully will depend on customer service, on marketing and on our ability 1o
anticipate and respond to various competitive factors affecting the elecormmunications industry, including new
services and technologies, changes in conswmer prefernoes, demographic trends, economic conditions and
discount pricing strategies by competitmrs. if we are unable to respond to competition and compensar for
declining prices by adding new customers, incieasing usage and offering rew services, our revenues and
profitahility could decline.

Changes in government regulation could hurt our businesses

Our businesses e subject to extensive government regulation and can be adversely affected by changes in
law, regulation or regulatory policy. The licensing, construction, aperation, sake, resale and interconnection
arongements of wireless elecommunications systems in Latin America and elsewbere are regulated to varyiag
degrees by governmens or reguimory authotities. Any of these authorities having jurisdiction over our businesses
could adopt or change regulations or take other actions that could adversely affect our operations. In particular,
the regulation of prices operators may charge for their services could have a material adverse effect on us by
reducing our profit margins, In Mexico, Telcel's business is subject to exensive government regulation,
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principally by the Comision Federal de Teieconmnicaciones (Federal Telecommunications Commission, of
“Cofetel™) the Comision Federal de Competencia (Federal Competition Commission, or “Cofeco™) and the
Procuradursa Federal del Consumidor (Federal Consumer Bureau, or “Profeco”), and may be adversely affeced
by changes in law o by actions of Mexican regulatory authorities.

The Mexican Communications Ministry is suthorized to impose specific rate and other requirements on any
wireless operator that is determined by Cofece to have substantial market power. While no such determination
has been made with respect to the wireless market in Mexico, we can provide no assurances that the = gulatory
authorities will not make such a determination with respect to Telcel and impose specific ra% requirements or
other special regulations on us, such as additional pequitements regarding disclosur of information or quality of
service. Any such new regulation could have a material adverse effect on car operations.

Cofetel is cnnemly considering adopting regulations that would extend the “calling party pays™ system to
al! calls terminating in mobile ph in Mexico. Currently, the "calling party pays” system applies to calls
within a local area. Undatheproposal all airtime regardless of the location within Mexico of the rcipient of the
call would be paid by the calling party. B is unclear how these e gulations, if adopted, would affect our business
and resalts. The regulations could increase usage and number of subscribers, but could reduce revenves per call.

Many Latin American countries have recently deregulated and privatized the provision of communications
services, including wireless services, and many of the laws, regulations and licenses that regulate our businesses,
inclnding in Argentina, Brazil, Colombia, Ecuador, Uruguay, El Salvadar, Guatemala, Honduras and Nicaragua,
became effective only recently. Consequently, there is only a limited history that would aliow us b predict the
impact of these lega! rgulations on our future operations. Furthermore, the Brazilian national
tek commumications agency (ANATEL) has initiated hearings to discuss the possible adoption of cost-based
methods for determining interconnection fees charged by operators belonging to an economic group with
ngmﬁmmmrhelponr 11 is not yet clear how the determination of whether an belongs w0 an
economic group with significant market share would be made for purposes of this pmposed regulatnm Given the
size of our operations in Brazil, we may be deemed to beloag to an economic group with significant market
power. if these methods are nltimatkely adopted and we are deemed 10 be an economic group with significant
market power, the revenues and results of operations of our Brazilian operations may be affected. In addition,
changes in political administrations could lead to the adoption of policies concerning competition, mvauzauoa
and taxation of communications services that may be detrimental to our operations throughout Latin America
These restrictions, which may take the form of preferences for local over foreign ownership of commemications
ticenses and assets, or for government over privaie ownership, may make it impossible for us to coatine o
develop our businesses. These e strictions could result in our incurring losses of & venues and require capital
investments atl of which could materially adversely affect our businesses and results of operations.

We will, in the future, d&nkanbnmﬁndd&imdmﬁommcw&yw‘hﬂdmuﬂmﬂ
switch sites in Mexico in order 1o expand owr customer base and mainigin the quality of e services
Licensed radio spectrum is esseatial to our growth and the quality of our services, particalarly for GSM
services. In order to vtilize less spectrum, we covld incease the density of our network by building more cell and
switch sies, bot such measimes could be costly and would be subject to locs] restrictions and spprovals.

In 2008, we acquired 10 megahertz in the 1900 megaher spectram in each of Mexico’s nine regions, through
a pablic auction. We also bid for and were awanded an additional 10 megahertz of capecity in three principal
regions, but that additional capacity has not been delivered to us due to restrictions impased by Cofeco on the
amount of overall spectrum that could be awarded to bidders. We bave chatlenged this restriction in court. We
cannot assure you that we will be sble to acquire this additional spectnum. In addition, Cofeco or other third parties
may seek anmuiment of the results of the overall bidding process if these restrictions are not upheld by the courts.

Participation in spectrum auctions =quires prior governmental suthorization. Any restrictions an our ability
{0 acquire or nse spectrum may have a material effiect on our business.
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Our ions and He are subject ro termination

The terms of our cencessions and Hoenses typically require the operator to meet specified network build-out
requirements and schedules, as well as to maintain minimum quality, service and coverage standards. If we fall to
comply with these and other criteria, the result could be revocation of our concessions or Licenses, the imposition
of fines or other government actions. Our ability to comply with these criteria is subject in certain respects to
factors beyond our control. We cannot assure you that our inemnational businesses will be able to comply fully
with the terms of their concessions or licenses.

In Mexico, the Mexican teke comnumications law and Telcel's concessions include various provisions under
which the concessions may be terminated by the Mexican Commwnications Ministry before their scheduled
expiration dates. Amang other things, the concessions may be tenminsted if we fail to meet specified network
build-out requirements and schedules or to maimain minimum quality, service and coverage standards by, for
example, interrupting service without justified cause or failing to meet interconnection requirernents. Also, the
Mexican telecommunications law gives centain rights to the Mexican government, including the right to revoke
the concessions pursuant to an expropriation of to take over the management of Telcel’s networks, facilities and
personnel in cases of imminent danger to national security, internal peace or the national economy, patural
disasters and public inmest. The loss of any one concession conld have a maerial adverse effect on our business
and results of operations. }

We have invested in couniries in which we have limited experience, and we may be unsuccessful in
addressing the new challenges and risks they present

We bave invested in a growing number of telecommunications businesses outside our historical activity of
providing wireless telecommunications services in Mexico, and e plan 10 continue to do so in the rest of Latin
America. Whereas Mexico accounted for 63.5% of ow total wireless subscribers as of December 31, 2002 and
71% of our conselidated revenues during 2002, it accounied for 47.2% of our total wireless subscribers es of
December 31, 2004 and 52.6% of our consolidated revenues during 2004, During that peried. Brazil, a5 a resuli
of rapid subscriber growth and the acquisitions of BSE and BCP, increased its share of our total wireless
subscribers from 16.4% as of December 31, 2002 to 22.3% as of December 31, 2004, and it acoounted for 17.1%

" of our cansolidated revenues during 2004. These investments outside Mexico have been made in some countries

in which we have Ettle experience and may involve risks to which we have not previously been exposed. Some
of the investments are in courtries that may present diflerent or greater risks. inchuding from competition, than
Mexico. We cannot assure you that these investments will be successful.

We are subject o significant btigation

Some of cur subsidiaries are subject to significant litigation, which if determined adversely to our imerests
may have a material adverse effect on cur business, results of operations, financial candition or prospects. In
Mexico, Telcel is subject to proceedings for alleged antitrust practices. We conmot predict how these proceedings
will be resalved and, if resolved contrary 10 our interests, what fines or restrictions may be imposed on our
Mexican opertions. These restrictions, which could be imposed by means of special regnlations, may include |
significant limitations on our ability to conduct business as crmntly conducted. Telcel is also subject to
proceedings regarding the calculation of interconnection fees. Our significant litigation is described in “Legal
Proceedings™ under Iiem 8.

A system faiture could oause delays or interruptions of service, which could caxse us to lose customers and
revenues

We will need to contimue to provide our subscribers with relinble service over our network. Some of the
risks to our petwork and infrastructure include the following:

»  physical damage to access lines;
"+ power surges of outages:



» limitations on the use of our radiobases;
* software defects; and
*  disruptions beyond cur control.

Disruptions may cause interruptions in service of seduced capacity formsmm&x, either of which could cause us
to Jose subscribers and incur additioaal expenses.

If our curvert churn rate increases, onr business could be negatively affected

The cost of acquiring a new subscriber is much higher than the cost of maintaining an existing subscriber.
Accordingly, subscriber deactivations, or chumn, could have a material negative impact on our operating income,
even if we ar able to obtain one new subscriber for each lost subscriber. Becanse n substantial majerity of our
subscribers am prepaid, we do not have long-term contracts with those sabscribers. Our weighted monthly
average churn rate on a conselidated basis for the twelve-month periods ended December 31, 2004 and 2003 was
2.9%. If we experience an increase in our chum rate, our ability 1o achieve revenue growth could be materially
impaired. In addition, a decline in general economic conditions could lead to an increase in churn, particularly
among our residential subscribers.

Risks Relating to the Wirdless Industry Generally

Changes in the wireless industry could affect our future financial performance
The wireless communications industry is experiencing significant change. These changes include, among
others, regulatory changes, the increasing pace of digital upgrades in existing analog wirless systems, evolving
industry standards, ongoing improvements in the capacity and quality of digital techmology, shorter development
cycles for new products, and changes in end-user needs and prefesences. In Mexico and in the other countries in
which we conduct business, there is urcertainty as to the pace and extent of growth in subscriber demand, and as
to the extent to which prices for airtime and line rentil may continee to dectine.

There are fhree existing digital eechnologies for wireless communications, none of which is compatible with
the others. In the past, Telce] and cenain of our international businesses used time division multiple sccess
(TDMA) technology for their digital networks, while certain of our other internationa businesses nsed code
division multiple access (CDMA) as their digital wireless technology. We are inirodncing global system for
mobile communications (GSM) echnology in all of cur markets. Telcel launched GSM services in Mexico in
October 2002, and we have since launched GSM services in Argentina, Brazil, Colombia, Eamdor, Guatemala,
Uruguay, Honduras, Nicaragua and El Salvador. If fature wireless technologies that gain widespread acceptance
are not compatible with the technologies we use, we may be required to make capital expenditures in excess of
our current forecasts in order to upgrade and replace our wechnology and mfrastrocture.

We may incur significant losses from wireless fraud and from our failure to successfully manage
collections
Our wireless businesses incur losses and costs associated with the unanthorized use of these wireless

setworks, particularly their analog cellular networks. These costs include administrative and capital costs
asociated with detecting, monitoring and reducing the incidence of frand. Fraud also affects interconnection
costs, capacity costs, administrative costs and payments to other carriers for unbillable frandulent roaming. In the
year ended December 31, 2004, Telcel refunded to its customers approximately Ps. 5 million due to wireless
fraud. Although we seek to combat this problem through the deployment of ant-frand technologies and other
measies, we cannol assure you that these efforts will be effective or that fraud will not resnlt in material costs
for us in the future.

. Cloning, which is one form of wireless fraud, involves the use of scanners and oiher electronic devices to
obtain illegally telephone numbers and electronic serial nurmbers during ceilular transmission. Stolen elephone
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and serial number combinations can be programmed into a cellalar phone and used to obtain improper access to
cellular networks. Roaming fraud occurs when s phone programmed with a number stolen from one of our
subscribers is used to place fraudulent calls from another carrier's market, resulting in a roaming fee charged to
us that cannot be collected from the subscriber.

Concerns about health risks relating to the use of wireless handsets and base stations may adversely affect
our business
Media and other reports have linked radio frequency emissions from wireless handsets and base stations to

vartous health concerns, including cancer, and to interference with various electronic medical devices, inclnding
hearing aidy and pacemakers. Although we do not know of any definitive studies showing that radio frequency
emizsions raise health concerns, concerns over radio frequency emissions may discourage the ase of wireless
handsets, which could bave a material adverse effect on our results of operations. Government authorities could
also increate regulation of wimless handsts and base gtations as a result of these concerns. In addition, lawsnits
have been filed in the United States against certain participsnts in the wireless industry alleging varions adverse
beaith consequences as a esult of wireless phooe usage, and our businesses may be subject to similar litigation in
the future. Research and studies are ongoing, and there can be no assurance that further esearch and studies will
not demonstrate a link between radio frequency emissions and health concerns. Any ne gative findings in these
studies could adversely affect the use of wireless handsets and. a3 a result, our future financial performance.

Risks Reluting to Our Controlling Shareholders, Copital Structure and Trunsactions with Afliliates

We are conxrolied by one shareholder

As of May 31, 2005, 65.9% of our voting shares were dirctly or indirectly owned by América Telecom,
S.A. de C.V. According to reponts of beneficial ownership of onr shares filed with the SEC, Cerlos Shim Feld
and certain members of his immediate family, including his son and member of our Board of Directors, Patrick
Stim Domit, together own a majority of the voting stock of América Telecom. América Tetecom is able to elect a
majerity of the members of our board of directors and to determine the outcome of other actions mquiring a vote
of our shareholders, except in very limited cases that vequire a vote of the holders of L Shares. We cannot assure
you that América Telecom will not take actions that are inconsisteat with your interests.

We have significant ransactions with affiliates
We engage in transactions with Teléfonos de México, S.A. de C.V,, or “Telmex."” and certain subsidiaries of
Carso, S.A. de C.V. and Grupo Financiero Inburss, S.A. de C.V., all of which are affiliates of América
Mévil. Many of these transactions occur in the ordinary course of business and, in the case of transactions with
Telmex, are subject 1o applicable telecommunications e gulations in Mexico. Transactions with affiliswes may
create the potential for condlicts of interest. ’

The protections afforded to minority shareholders in Mexico are different from those in the United States
Under Mexican law, the protections afforded to minority shareholders are different from these in the Unied

Suxes. In particular, the law concerning fiduciary duties of directors is not as fully developed as in other
prisdictions, them is no procedum for class actions or shareholder dedivative actions, and there are different
procedural mquirements for bringing sharehoider lawsuits. As a result, in pmctice it rasy be more difficult for
mingrity sharehalders of América Mévil to enforce their rights against us or our directors er controlling
shareholder than it would be for shareholders of a company incorporaed in another jurisdiction, such as the
United Stnes.

Holders of L Shares and L Share ADSs have limited voting rights, and holders of ADSs may vote only
through the deposisary
Our bylaws provide that holders of L Shares are not permitted 10 vole except on such limited maters as the
transformation or merger of América Mo6vil or the cancellstion of registration of the L Shares with the Mexican

10



)

National Banking and Securities Commission er any stock exchange on which they are listed. If you hold
L Shares or L Share ADSs, you will pot be able to vote on most matters, including the declaration of dividends,
that are subject to a shareholder vote in accordance with our bylaws.

Holders of ADSs are not entided to attend sharcholders’ meetings, and they may only vote through the
depesizary -
Under Mexican law, a sharehelder is required to deposit its shares with a Mexican custodian in order to attend
s shareholders’ meeting. A holder of ADSs will not be able to meet this requirement, and accordingly is not entited
10 atiend shareholders” meetings. A holder of ADSs is entitled to insiruct the depositary as to how to vote the shares
mpmented by ADSs, in accordance with procedures provided for in the deposit agreernents, but a bolder of ADSs
will nat-be able to vote its shares directly at a shareholders’ meeting or to appaint a proxy ® do .

You may not be entitled w0 participate in fusure preempiive righss offerings

Under Mexican law, if we issue new shares for cash as part of a capital increase, we generally must grant
our shareholders the right to purchase a sufficient number of shares to maintain their existing ownership
percentage in América Mdvil. Rights to parchase shares in these circumstances are known as preemptive rights.
We may not legally be permitied to aliow bolders of ADSs or holders of L Shams or A Shares in the United
States 0 exercise @1y preempive rights in any future capital increase unless we file a registration statement with
the U.S. Securities and Exchange Commission, or SEC, with respect to that furure issuance of shares, At the time
of any future capital increase, we will evaluate the costs and potential liabilities associaied with filing &
mgistration statement with the SEC and any other factors that we consider importamt to determine whether we
will file sich 2 mgistration statement.

We cannot assure you that we will file a registration statement with the SEC to aflow holders of ADSs or
U.S. holders of L Shaes or A Shares to participate in a preemptive rights offering. As a result, the equity interest
of such holders in América Mévil may be diluted proportionately. In addition, under current Mexican law, it is
not practicable for the depositary to sell preemptive rights and distribute the proceeds from such sales to ADS
holders,

Our bylaws restrict transfers of shares in some circumstances
Our bylaws provide that aary acquisition or transfer of more than 10% of our capital stock by any person o
group of persons acting together requires the approval of our Board of Directors. If you acquire or transfer more
than 10% of oar capital stock. you will not be ahle to do so without the approval of the Board of Directors.

Mexican law and our bylaws restrict the ability of non-Mexican shareholders to imvoke the protection of
their governmenits with respect so their rights as shareholders
As required by Mexican law, our bylaws provide that non-Mexican shareholders shall be considered as

Mexicons in respect of their ownership interests in América Mévil and shall be deemed to bave agreed not to
invoke the protection of their governments in certain circumstances. Under this provisian, a non-Mexican
shareholder is deemed to have agreed not to inveke the protection of his own government by asking such
gowemment to interpose a diplomatic claim against the Mexican governmen! with respect o the shareholder's
Tights as a shareholder, but is not deemed to have waived any other rights it may have, including any rights under
the U.S. securities laws, with respect to its investment in América Mévil. If you invoke such govemmentsal
protection in violation of this agreement, your shares could be forfeited to the Mexican governmert.

Our bylaws may only be enforced in Mexico

Our bylaws provide that legal actions relating to the execution, inerpman‘onmperfummw of the bylaws
may be brought anly in Mexican courts. As a result, it may be difficult for non-Mexican shareholders to enforce
their shareholder rights p to the bylaws.
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I may be difficult to enforce civil liabilities against us or our directors, officers and controlling persons
América M6vil is organized under the laws of Mexico, with its principal place of business (domicilio social)

in Mexico City, and most of our directors, officers and controlling persons reside outside the Uniled Siates. In
addition, all or a substantial portion of our assets and their assets are located outside of the United States. As a
wsult, it may be difficult for investors to effect service of process within the Unied States on such persons oz to
enforce judgpments against them, including in any action based on civil liahilities under the U.S. federal securities
laws Ther is doubt as to the enfarcesbility against such persons in Mexico, whether in original actions or in
actions to enforce judgments of U.S. courts, of Kiabilities based solely on the U.S. federal secarities laws.

Risks Relating to Devclopments in Mexico and Other Coantries

Latin American economic, politicnl and sodial conditions may adversely affect our business

Our financial performance may be significantly affected by general economic, political and social
conditions in the countries where we opernie. particularly Mexico, Brazil and countries io Central America.
Many countries in Latin America, including Mexico and Brazil, hawe suffered significant econemic, political and
social crises in the past, and these events may occur again in the future. Instability in the region has been cansed
by many different factors, including:

* significant governmental influence over focal econamies;

+ substantial Auctuations in economic growth;

+  high lewels of inflation;

* changes in currency values:

* exchange controls or restricions on expatriation of eamings;

+ high domestic imerest rates:

¢ wage and price conwols;

¢ changes in governmental economic or ux policies:

+ imposition of trade barriers;

¢ unexpected changes in regulation; and

+ overall political, social and economic instability.

Adverse economic, political and socia) conditions in Latin America may inhibit demand for wireless
services and create uncertainty Tegarding our operating environment, which could have a material adverse effect
on our company.

Our business may be especially affected by conditions in Mexico and Brazil, our two principal markets.
Mexico has experieaced a prolonged period of slow growth smce 2001, primarily as a result of the downturp in
the U.S. econamy. According to preliminary data, during 2004, Mexico’s gross domestic product, or “GDP,”
grew by 4.4% in real ®rms. In 2003, GDP grew by 1.3%. Mexico has also experienced high levels of inflation

and high domestic interest rates. The annval rae of inflation, as measured by changes in the National Consumer
Price Index as publizhed by the Banco de México, was 3.2% for 2004.

Brazil has slso experienced stow economic growth over the past everal years, slthough Brazil's GDP gew
by an estimated 5.2% in real terms in 2004, compared to a growth rate of 0.5% in 2003. Brazil has in the past
experienced extremely high rates of inflation, with annual rates of inflation during the last ®n years reaching as
high as 2,489% in 1993 and 929% in 1994, as measured by the Brazilian National Consumer Price Index. Mare
recently, Brazil's rates of inflation were 14.7% in 2002, 9.3% in 2003 and an estimated 7.6% in 2004. Indlation.
governmental measures to combat inflation and public speculation about possible futmre actions have in the past
had significant negative e flects on the Brazilian economy.
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Depreciation or flu ion of the currencies in which we conduct operations relative to the U.S. dollar
could adversely affect our financial condition and results of operations

We are affected by fluctuations in the value of the cumencies in which we conduct operations compared to
the U.S. dolkyr, in which a substantial portion of our indebtedness is denominated. Changes in the value of the
various cumrencies in which we conduct operations apainst the Mexican peso, which we use s our leporting
currency in our financial statements, and against the U.S. dollar may result in exchange losses or gains on our net
U.S. dollar-denominated indebiedness and accounts payable. In 2004 and 2003, changes in curreacy exchange
rates led us to report foreign exchange gains of Ps. 2,444 million (an amownt that is equal to 10.4% of our
operating income in 2004) and Ps, 1,425 million, respectively. In 2002, however, we reported foreign exchange
losses of Ps. 1,605 million. In addition, currency fluctuations between the Mexican peso and the currencies of our
non-Mexican subsidiaries affect our results as reported in Mexican pesos. Currency fluctuations am expected to
coatipue to affect our financial income and expense.

Major devalmtion or depreciation of any such currencies may also resull in dizroption of the international
forign exchange markets and may limit our ability to transfer or to convert such currencies into U.S. dollars and
other currencies for the purpose of making timely payments of imerest and principal on our indebtedaess. The
Mexicon government does not curreatly restrict, and for many years has ot restricted, the right or ahility of
Mexican or foreign persons or entities to convert pesos itko U.S. dollars or to transfer other currencies out of
Mexico. The government could, however, institute restrictive exchange ra® policies i the furue.

Additional Mexican tax es and contributions levied on services we offer and on the exploitation of
Jrequencier could affect our results of operations

Taxes applicable to certain tele communications services, as well as taxes and contributions on the
exploitation of frequencies, have been enacted from time to time in Mexico, incloding changes to previoudy
established fiscal regimes. Taxes or contributions of this nature could adversely affect our business and our
results of operations. :

Currently in Mexico, concezsiorires for the 800 megahertz (Band B) radio spectrum are required to pay the
Mexican govenment an | fee (aprovechamiento) ranging from 5% w0 10% of the gross revenues under such
conce ssions, whereas conce ssionsires for the 1900 meguberz (Bands A and D) radic spectrum aw not reqaixed to
pay mmnual fees. Pursuant to amendments to the Federal Contributions Law (the Ley Federal de Derechos)
enacted in 2003, owners of concessions in Mexico granied or renewed on or afier January 1, 2003 are required to
pay annaal fees (derechos) for the use and exploitation of radio spectrum bands. The amount of annual fees
payabie could be significant and vary depending on the relevant region and radio spectrum band, These annual
fees would be payable in respect of all spectrum bands, including bands, such as Band B, that am already subject
to the payment of armual fees based on gross evenues (aprovechamientos). Currently, we are not required to pay
derechos in respect of our Bands A, B and D concessions since they wese awarded prior to 2003, but we are
required to pay fees in respect of the additional 10 megahertz of capacity in the 1900 megaberz spectrum
(Band F) acquired during 2005. Based on the current erms of the law, these fees amount to Ps. 255 million
annoally for 20 years.

The application of this fee (derechos) o renewals of concessions gramed prior to 2003 is the subject of
debate ip Mexico, as it could affect campetitors differeatly and impact competition. Currently we do not expect
to renew any of our concessions until 2010, but. if permitied, we intend to purticipate in any auctions for the
acquisition of additional spectrum in Mexico. See “—Risks Relating to Our Business—We will, in the future,
either have to acquire additional radio spectrum capacity or build more cell and switch sites in Mexico in order to
expand our customer base and maintsin the quality of eur services.”
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ltem 4. laformation on the Company
GENERAL

We are the largest provider of wireless communications services in Latin America based on equity
subscaribers. Asof December 31, 2004, we had 61.1 million subscribers in eleven coantries, compared to 43.9
million at year-end 2003. On an equity basis (rpresenting our economic interest in our subsidiaries® subscribeys),
we had $0.6 million subscribers as of December 31, 2004. Because our focus is on Latin America, a substantial
majority of our wireless subscribers are prepaid customess. We also had approximately 1.9 million fixed lines in
Guatemala, Nicaragua and El Saivador at December 31, 2004, making us the largest fixed-tine operztor in
Central America. In recent years, we have deployed or upgraded GSM networks in Mexico, Bmzil, Colombia,
Ecuador, Gualemala, £} Salvador, Nicaragua, Argentina, Uruguay snd Honduras.

Our principal operations are: .

* Mexico. Through Radiomévil Dipsa, S.A. de C.V., which operates under the name “Telcel,” we
provide cellular telecommunications service in all nine regions in Mexico. At December 31, 2004,
Telcel had 28.9 million subscribers, and Telcel is the largest provider of wireless e lecommunications
services in Mexico.

*  Argendna. In 2003, we acquired CT1, which provides nationwide wireless services in Argentina. CTI
operates under the “CTI M6vil” brand. " -

e Brazil. Withapproximately 13.7 million subscribers at December 31, 2004, we are ore of the three
largest providers of wireless telecommaunications services in Brazil based on the number of sabscribers.
We operae in Brazil through our subsidiary, Telecom Americas, and a number of operating companies,
wnder a unified brand name, “Claro.™ Our setwark covers the principal cities in Brazil (including S3o
Paulo and Rio de Japeiro).

v Cewral America. We provide fixed-line and wireless services in Gustemala, El Salvador and
Nicaragua, through our subsidiaries Telgua, CTE and ENTTEL. We provide wireless services in
Nicaragua through our subsidiary Sercom Nicaragua and in Honduras through our subsidiary Sercom
Houduras. The wireless business of Telgua and Sercom Nicaragus operate under the “PCS Digital” and.
for prepaid services, *Alo™ brands. We acquired 2 comrolling interest in CTE in 2003 and increased our
interest to 94.9% in December 2004. CTE operates under the “Telecarn™ brand for fixed line services
and “Personal” for wireless services. We acquired ENITEL in two transactions that closed in January
and August 2004 and Sercom Hondheas in a transaction that closed in June 2004.

s Colombia. We provide wireless ielecommunications service in Colombia through Comcel, S.A. under
the “Comcel” brand. We are the largest wireless operator in the country measured by the number of
subscribers.

* Ecuador. Conecel, our subsidiary in Ecuador, is the largest wireless op in Ecoador measured by
the number of subscribers. Conecel operates under the “Porta” brand. _

o United Stazes. Owur U.S. subsidiary, TracFone, is engaged in the sale and distribution of prepaid
wireless services and wireless phones throughout the United States, Puerto Rico and the U.S. Virgin
Islands.

In March 2005. we acquired a 20-year license to provide nationwide wireless services in Peru, and in May
2005, we reached an agreement with Hutchison Telecommunications International Ltd. to purchase its wireless
operations in Paraguay, which operate under the brand name “Porthable " The consummation of this agreement is
snbject to certain conditions,

América Movil, 8.A. de C.V. is a corporation (sociedad andnima de capiral vartable) organized under the
laws of Mexico with its principal executive offices at Lago Alberto 366, Edificio Telcel I, Piso 2, Colonia
Ansihuac, 11320, México D.F.. México, Our telephone number at this Jocation is (5255) 2581-4411.

14



)

Ouwr Markets

We operate pursuant to concessions, licenses or authozizations to provide wirkless kelecomimunications
services in each of the countries in which we operate. We seek to provide a full range of wireless
telecommumications services in each of our markets. Our netwarks are consistently optimized to try to enause
maximmm coverage and high quality service. Inrecent years, we hawe deployed or upgraded GSM networks in
Mexico, Brazil, Colombia, Ecuador, Guatemala, Nicaragua, Argenting, Uraguay, Ei Salvador and Honduras, In
2004, we invested Ps. 22.4 billion in our networks in capital e xpenditures. We have recently begun providing in
our markets many of the voice and data services supported by GSM edmology, such as SMS, CSD, high-speed
CSD and GPRS. We also seek 1o expand market share by exploring strategic acquisition opportunities in Latin
America.

Our principal markets of operations are Mexico and Brazil, the two largest economies in Latin America. We
are the larpest provider of wireless commamication service s in Mexico and one of the three largest in Brazil,
based an the number of subscribers at December 31, 2004. In contrast to U.S. practices, both of these markets
operate under a form of “calling party pays” billing system, under which the person who initiates the call is billed
for that call. Telcel and Telecom Americas combined represented 70% of our operating e venues in 2004.

We believe our countries of operation offer considerable growth potential, Our markets are characierized by
selatively low fixed Bne mdwixelesspemdmmesasmwedwd:evniedsmmdmwe

Inmostofommarhts,themgnlumyenmonmhashecmmmaeasmlymomopenmdﬂenblemr
the past decade. These changes have i d competition as markets have become more open to new entrants.
In Mexico, these changes hawe exposed us to competition from domestic competitors and from inemational
operators. In other markets, these changes have allowed us an opportunity to ener as a competitar and capture

market sham from local providers.

Ounr Strategy

We intend to capitalize on our position as the Jeader in wireless elecommunications in Latin America to
continue to expand our subscriber base, both by development of our existing businesses and selected strategic
acquisitions in the region. We seek to become a leader in each of owr markets by providing bever coverage and
services and benefiting from economies of scale. We closely monitor our costs and expenses, and we will
continue to explore alematives to further improve our operating margins.

Operating Information

We count our wireless subscribers by the number of lines activated. We continoe to count post-paid
subscribers for the length of their contracts. We continue to count prepaid subscribers for so long as they
coatinue to use our service, and then for a prescribed period of time thereafier, which differs according to the
particalar market. When a subscriber voluntarily disconnects his service, or there is a payment defmlt, the
subscriber is cancelled or “churned,” and we no loager count the subscriber. We calculste our subscriber market
share by dividing our own subscriber figures into the total market subscriber figures periodically reported by the
segulatary authorities in the markets in which we operate. We understand that these regulstory authorities
compile total market subscriber figures based on subscriber figures provided to them by market participants, and
we do not independently verify these figtres.

Throughout this annual report, we make reference to certain operating data, such as average revermes per
subscriber (also referred to as “ARPUS™), average mimues of use per subscriber {also referred to as average
“MOUS" per subscriber) and churn rate, tha are not included in owr financial smements. We calculae ARPUs
for a given period by dividing service mvenues for such period by the average number of subscribers for such
period. The figrre includes both prepaid and postpaid customers. We calculate churn rate as the total number of
customer deactivations for a period divided by the average total subscribers for such period.
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We provide this operating data because it is regularly reviewed by management mnd because manogement
believes it is useful in e valuating our performance from period to period. We believe that presenting infarrnation
about ARPUs and MOUSs is useful in assessing the usage and acceptance of our products and services, and that
prenting chumn ra is useful in assessing our ability to retain subscribers. This additional operating information
may not be uniformly defined by our competitors. Accordingly, this additional operating information may not te
comparable with similarly titled measures and disclosures by other companies.

History )

We were estblished in Sepember 2000 in a spin-off from Tekéfonos de México, 5.A. de C.V., also known
as Telmex, the Jarge st provider of local and long-distance telephone services in Mexico. The spin-off was
implemened using a procedure uader Mexican corporate lew called srcisidn or “split-up.” The shares of our
company were delivered 1o Telmex shareholders on February 7, 2001.

Our wireless business in Mexico is conducted through our wholly-owned subsidiary Telcel. which traces its
history to the establishment in 1956 of Publicidad Turfstica, S.A., an affilize of Telmex that published telephone
directories. In 1981, the Mexican Ministry of Communications and Transportation granted Publicidad Turfstica &
conce ssion for the installation and operation of & wireless elephone system in Mexico City. In 1984. Publicidad
Turistica changed its name to Radiomévil Dipsa, S.A. de C.V., and in 1989, the company began operating under
the trademark *“Telce).”

Between 1988 and 1990, Teloel expanded its cellular network on the 800 megahertz (Band B) frequency
spectrum to cover the Mexico City metropolitan area and the cities of Cuernavaca, Guadalajara, Moaterrey,
Tijuana and Tolaca, and in 1990, Telcel began of fering celtular services in all nine geographic wgions of
Mexico. Telcel launched 8 PCS system in Mexico City in 1999 and currently offers the service in all nine
geographic regions of Mexico. In October 2002, Telcel launched its GSM network. Since December 2002, Telcel
bas been aunthorized to provide long-distance services.

In 1999, we began acquiring our imemational subsidiaries and investing in Telecom Americas and our other
international affilintes. We made significant acquisitions in Latin America during the past 5 years, and our non-
Mexican operations have generally experienced higher subscriber growth rates in recent periods than our
Mexican operations. As a result, as of December 31, 2004, more than half of our wireless sobscribers were
located outside Mexico.

See “—Mexican Operations,” "—Non-Mexican Operations™ and “—Other Investments.”
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Major Subsidiaries

The tzble below sets forth our principal subsidiaries, our percentage ownership in each such entity and the

main activity of such entity as of the date of this anmusl report.

Ownership
N_um Jurbdiction L 1) Main Actbity
Sercoll, S.A. e CV. ... .. . i Mexico 1000% Holding company
Teloe) (Radiormovil Dipsa, SA 88 CV) .ovvevnren. .. Mexico 1000 Wimlexs
SubDipsa Trasury LLC ...oovivianeiiiiicninss Delaware 1000  Trensary
CTTHOMNES, S.A. ..o v ceniiiianiiinaanans Argentina 1000  Holding company
CTIPCS.SA. L.oiviiniririeiniiiraienanns Argentina 1000  Wimless
CT1 Compatila de Tekfonos del Interior, S.A. ....... Argentina 1000 Wirless
AM Wireless Uruguay, S.A. 1000 Wirless
AM Latin America LLC 1000  Holding campany
Telecom Americag Ltd. 989  Holding company
ATL-Algar Telecom Leste SA. .. 989 Wirless
TeBESA L.t ey 989 Wirless
Americel SA. ...l 974 Wirless
TeltSA. .....ooooivnant 979 Wimken
BSESA. ............ .. 989 Wikless
BCPS A i ittt e e Brazil 989 Wieless
Stemar Telecommnicagfes Lda. .. ......c....t Brazil 989  Wiwmless
Alecan TelecomunicagbesLida ............... Brazil 989  Wikless
Telecomumicaciones de Guatemala, S.A. ............... Gustemala 99.1  Fixed-line
Servicios de Cx icaciones Personake
Inalmbricas, S.A. ..o iiviiiein e Guatemala 99.1  Wirlkss
Servicios de Comunicaciones de
Nicaraga, S.A ..ooiiviiniinnniennnsonn Nicaragua 9.1 Wigless
Compahfa de Telecomunicaciones de El

SAWVAZOF (CTE) ... evveiereneannnnineeensnen Bl Salvador 957  Fixed-line/Wireless
Emyprese Nicaragiense de Telecomunicaciones,

SA(ENITEL) . ..viecvviiriannnnaanneinorennnin Nicaragua 99.2  Fixed-lme/Wireless
Servicios de Comunicaciones de Honduras, S.A,de CV ... Hondums 1000 Wirless
Comumicacion Celular S.A. (Comgel) ....... ... .... Colombia 99.2 Wirless
Consorcio Ecuntoriano de Teleconmaicaciones, S.A.

(CONECEL) 1000  Wimkless
TracFone Wireless, Inc 98.2  Wimless
AMOV Perd, S.A. 1000 Wikless

(1) Percentage of equity owned by América M6vil directly or indirectly through subsidiaries or affiliates.
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MEXICAN OPERATIONS

Qur subsidiary Telcel is the leading provider of witeless communications services in Mezxico. As of
December 31, 2004, Telcel's cellular network covered 36% of the geographical awea of Mexico, inclading all
major cities, and 86% of Mexico's population. Telcel bolds concessions to operate a wireess network in all nine
peographic regions in Mexico vsing both the 800 megahertz (Band B) and 1900 megahertz (Bands A, D and F)
radio spectrums. As of December 31, 2004, Telcel had approxirnatety 28.9 million celtular subscribers and,
according 10 Cofetel, as of December 2004, an approximately 75% share of the Mexican wireless market.
Approximately 93.7% of Telcel's cellular subscribers as of December 31, 2004 were prepaid customers.

In 2004, Telcel had revenues of Ps. 70,822 million (U.S.$ 6,287 million). repr senting 52.6% of our
consolidated revenues for such peried. As of December 31, 2004, Teloel ac d for appr ly 47.2% of
our total wireless snbscribers.

The following table sets forth information on our Mexican operations’ fimancial results, subscriber base,
coverage and related matiers a1 the dawes and for the periods indicated:

December 31,

2000 2001 202 2003 2004
{peso ts in A pesos es of Ik ber 31, 2004)
Operating revenues (millions) ................ Ps27203 Ps.37,301 Ps44,609 Ps.SS,189 Ps70.822
Average monthly revenves per subscriber during
preceding 12 months(1) ....ovvriirinnn. ., . Ps. 211 Ps. 174 Ps. 186 Ps. 1%

Opemnnslmm(mm;mx)(z P:.10,349 Ps12,928 Ps.18,614 Pr.25.5%

Cellular fines i service (thousmds) 16,968 20,067 28,444 28,851
Subscriber growth during preceding 12 months .. 9BA% 62.2% 18.3% 16.8% 231%
Company penetration(3) .................... 107% 165% 19.7% 2.1% 27.3%
Average monthly minwes of use per subscriber

during preceding 12months ................ 86 73 67 81 99
Chum rae(4) aes 24 3.1 35 39 0
EmPOYeEs . ....uuvirrersenrarnnrennnnans. 6452 7,644 7.943 8,624 9,334

(1) Average for the year of the amount obtained each month by dividing service revenues by the average
number of customers during such month. The figure includes both prepaid and postpaid customers.

(2) See Notke 21 to our audited consolidated financial staements,

(3) Number of Telcel cellulsr lines in service divided by the population of Mexico based an the kst census
data available.

(4) Total number of customer deactivations for the period divided by average total subscribers for such period.

The business of Telce) is subject to comprehensive regulation and oversight by the Mexican
Communications Ministry, Cofetel, Cofeco and Profeco. The Communications Ministry is part of the executive
branch of the Mexican federal government, and Cofetel is an independent agency of the Comnumications
Ministry. Cofeco and Profeco sre independent agencies of the Ministry of Economy. Regulation and oversight
are gowverned by the General Communications Law, the Federal Law of Telecomnunications, the
Telecommumications Regulations sdopied under both the General Communications Law and the Federal Law of
Telecommumications, the Federal Economic Competition Law, the Federal Customer Prowectian uW and the
concessions and license agreements granted by the Commmications Ministry. See “~—Regulati

Services and Products

Yoice services
Tekee! offers voice srvices under a variety of rate plans to meet the needs of different user segments. The
rate plans are either “postpaid.” where the customer is billed moathly for the previons month or “prepaid,” where
the customer pays in advance for a specified volume of us over a specified period.
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Tekeel's postpaid plans include the following charges:

+ monthly charges, which usually include a number of minunes of use and short xt messages that are
inchuded in the monthly service change:

* usage charges, for usage in excess of the specified mumber of minutes or shart text messages incloded in
the monthly charge; and

+  additional charges, inchuding charges for data services, voicemail and general information.

Certain plans include the cost of nations] roaming and long-distance in the price per minute so that all calis
within Mexico cost the same amount per minme. Some postpaid plans are designed for high and moderate usage
subscribers, who are typically willing to pay higher monthly fees in exchange for larger blocks of mimstes that
are included in the monthly service charge . services such as voicemail, call forwarding, call waiting. caller ID
and thiee-way calfing, and lower per minute airtime charges under a single contract. To stisfy the more limited
needs of low-usapge postpaid subscribers, Telcel also offers plans which provide a moderakly priced, fixed
monthly charge coupled with a high per minwe airtime charge and wlatively fw included minutes. As part of
postpaid plans, Telcel typically offers additional digital services such as voicemail, call forwarding, call waiting,
caller ID and tree-way calling, which are afl included in the monthly fee. In addition, Telcel offers its postpaid
customers the flexibility to manage their additional usage costs by contracting additional minutes of use under
the prepaid system. Telcel also offers customized services to its corporate clients. The minimum erm of our
postpaid plans is one year. .

Tekel adjusts jts rates based en competitive conditions, inflation rates and international standards. In Jaly
1998, Telcel increased its nominal rates for monthly charges by 7% and usage charges by 5%, and in April 1999,
it increased its pominal rates for monthly charges by 1256, Rates for posipaid plans have not increased since
April 1999 2nd are expecied to reruain stable as long as the Mexican economic environment remains stable.
Telcel offers discounts that reduce the effective rates paid by its customers based on the time of use, so that calls
made during off-peak hours (10:00 p.m. to 7:00 a.m. during the week or anytime on weekends) are less
expensive than calls made during the remainiog, or peak, hours, During 2003 and 2004, Telcel offered

promotions that inchaded effective price-per-minme reductions.

Telcel also offers several prepaid plans, none of which includes activation or monthly charges. Prepaid
custorers purchase a pepaid card for a specific amotnt of airtime and also receive additional services such as
voicemail and caller ID, although these services are Jess comprehensive than those available under postpaid
plans. Telce! began to offer cellular digital packet data (CDPD) services to prepaid customers in October 2001,
shoet message services (SMS) to its own customers (prepaid and postpaid) in January 2002 and GSM data
services over circuit switched technology (CSD) in October 2002 and to excliznge SMS services with other
celinlar operstors in December 2003, In 2004, Tekcel began to offer push-to-talk services over its GSM network.

Prepaid customers typically generate Jow levels of cellular usage and are often unwilling to make a fixed
financial commitrment or do not have the credit profile to purchase postpaid plans. Prepaid plans serve the needs
of distinct consumer segments such as the youth market, families, custorrers with variable income who otherwise
would not be able to obtain service due to their cedit profile, and customers who prefer to pay in cash. Prepaid
customers also inclode parents who wish to control costs for their children.

Telcel believes the prepaid market represents a large and growing under-penetated market in Mexico and
an opportunity to improve margins because, compared to the average postpaid plan, prepaid plans involve higher
average per minute airtime charges, Jower customer acquisition costs and no billing expenses, credit or payment
risk. However, prepaid customers on average have substantially lower mimites of nse than postpaid castomers
and do not pay monthly fees and, as a result, generate substmtially lower average monthly revenues per
custormer.

Mexico uss the “calling party pays” system for cellular calls within o local area, under which subscribers
only pay for outgoing calls. This replaced “mobile party pays,” under which subscribers alzo paid for incoming
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calls, in May 1999. Subscribers have the option of retaining the “mobile party pays™ system but must chanpe
their cellular tebephone aumber to do so. Cofetel is considering regulations that would extend the “calling party
pays” system to all calls within Mexico. Under the proposal, all airtime fees regardless of the recipient's location
within Mexico would be paid by the calling party.

Daia services

Shon Message Services (SMS)

In Ianuary 2002, Telcel began to offer two-way SMS o its customers as part of its value-added services.
Since the launch of two-way SMS, Telcel has experienced significant growth in traffic. Through arrengements
with other operators, Telcel began to offer to its customers the ability to send and receive short messapes to and
from vsers of networks of other camiers thronghout Mexico in the fourth quarter of 2003..

Multimedia Messaging Service (MMS)

As an enhanced wersion of SMS, MMS allows customers the capability to send, in 2 single message,
wultiple color images, sounds and different size text t another mobile phone or e-miil account. Telcel began to

offer MMS through GSM technology to postpaid and prepaid customers in March 2003.

Prembum SMS and Comert Communbry

In April 2002, Telcel became the first Mexican operator to offer premium information services throngh its
SMS capabiliiies, including weather reports, financial quotes and enentainment news. Other premium services
include personalized ring tones and garmes. To further enhance its preminm SMS offerings with well-known
brends and conent, Telcel has buitt a “Content Commumnity” through agmeements and special alliances with other
oompanies, such a8 MTV, Universal Music, the Cartoon Network and the Discovery Clmnnel.

Inrerne
Wireless application protocol (WAP) is a globat standard designed to make Internet services available to
mobile ielephone users. At present, Telce) offers WAP incloding e-mail, data and information services and
electronic commezce transactions. The standard allows a micro “browser™ in a roobile phove to link into a
gateway srvice in Telcel' s network enabling users to scroll through different pages of information on the
Internet.

Telcel lnunched its WAP gateway in September 2000, enabling its prepaid and postpaid users in those
fegions to access e-mail, banking, and a varkety of reservatian and other types of electronic commerce services.

Daa ransmission

Telkeel offers circuit switch data (CSD) to all its users and general packet 1adio services (GPRS) to its
postpaid users through its GSM network. Telcel is in the process of making certain GPRS services, such as MMS
services, available to its prepaid customers as well

GPRS is a pon-voice valoe added service that sllows information to be sent and received across a mobile
telephone network. GPRS radio resources are used only when users are actually sending or eceiving data. Rather
than dedicating a radio chanrel to a mobile data user for a fixed period of time, the available radio resource can
be concurrently shared betwezn several users. This efficient use of scarce radio resources means that Jarpe
numbers of GPRS users can share the same bandwidth and be served from a single cell. The number of users
supported depends on the application being used apd how much data is being ransferred. Becawse of the
spectrum efficency of GPRS, there is less need to build in idle capacity that is only used during peak howrs,
GPRS there fore lets Telcel maximize the use of its network resources.
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GPRS fucilitates faster connections than previous technologies, such as CSD. No dial-up modem caxmection
is aecessary. The speed of GPRS is an important feature for time critical epplications, and Tebel's GPRS
services are able to date corporate applications such as:

*  Transmission of Sell Images—Siill images such as photographs, pictures, postcards, gme!'mg cands and
presentations and static web pages can be sent and received over the mobile network as they are across
fixed tebephooe petworks. GPRS permits users to post images from a digital camera connected o a
GPRS radio device directly to an Internet site, aBowing near real-time desktop publishing.

*  Transmission of Moving Images—Tbe capacity of GPRS to facilitate transmission of moving images
has market applications such as monitoring parking lots or building sites for intruders and sending
images of patients from ambulances to hospitals.

*  Web Browsing—GPRS perusits move rapid web browsing and enhanced acoess to web images.

*  Documen Sharing—GPRS fucilitates documen sharing and remote collaboration, permitting people in
different locations 1o work on the same document at the same time.

* Job Dispasch—GPRS can be used to communicate assignments from office-based staff to mobile field
staff. These job dispatch applications can then be combined with vehicle positioning applications to
allow the nearest available suitable personnel to be deployed to serve a customer.

* Corporate Email and Remote LAN Access—GPRS facilitates the exwension of corporate emai] systems
beyond anemployee s office PC. Remote LAN applications provide an employee with remote access to
desk-top applications, such as intranet, corporate e-mail and database applications.

*  Imternet Email—Users of internet e-mail can receive direct notification on their mobile phone of
incoming mail

*  Vehicle Posirioning— Vehicle positioning applications integrate saxllite positioning systems with
nonvoice mobile services. These applications can be used to deliver service s incleding remote vehicle
diagnostics and ad-hoc stolen vehicle tracking.

»  File Transfer—Users can downioad large files from the mobile network, such as presentation
documents, appliance manuals or sofiware applications,

*  Home Awomation—Home automation applicstions will permil customers to monitar bome security
from outside of the office and perform other functions, such as opersting certain home apphiances.

Produces
Tekeel offers a variety of products as ik to its wireless service, including handsets and accessories

such as chargers, headsets, belt clips and bateeries. As part of its basic prepaid service offering, Telcel provides
new customers with an “Amigo Kit,” which includes a handset, a charger and other accessories at a discounted
price. New postpaid customers also receive a handset at & discounted price, if they enter into a long-term contract
with Telcel.

In the past, Telcel has offered a variety of handset types, including analog, digitsl and dual-mode dual-band
devices. Most of the handsets that Telcel curreatly offers are either dual-mode dual-band, which can operale in
both analog and digital modes and can switch between the 800 and 1900 megabertz radio spectrums or tri-band,
which can also operate in the 900 megshertz radio spectrum.

Interconnection
Telcel earns imerconnection fevenues from calls to any of its subscribers, or © an international reaming

subscriber of another cellular service provider located within the region covered by Telcel, that originates with
another service provider (cellular or fixed). Telce! charges the service provider from whose petwork the call
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origi an interc n charge for every mimse Telcel's network & used m connection with the call The
qmemmerconnewmcha:y in Mexico for calls made from either a fixed line or a cellutar line 1o another
cellular line is Ps. 1.71 per minute. Some fixed-line operators have challenged this fee and are seeking 2
rduction. See “—Regulation—Inercormection™ under this Item 4 and “Legal Proceedings—Telcel—
Interconnection Fees™ under Iiemn 8. The current interconnection charge for calls made from a celtular line to a
fixed line, which Telcel pays to Telmex, is U.8.$0.00975 per minute.

Telcel has inderconnection agreements with Telmex and other service providers. The interconnection
agreements specify a number of commection points, locations of interconnection points, the method by which
signals must be wansmitked and received and the costs and fees of intercoanection. See “-—Regulation—
Interconnection.”

Roaming

Telcel offers international roaming services to its subscribers. Subscribers paying the imemational roaming
fees are able to roam outside of Mexico, using the networks of celiular service providers with which Telcel has
entered into roaming agreerments. Telcel has entered into approximately 325 such agreements covering GSM and
TDMA petwarks around the world. As of the date of this annual report, Telce! had roaming agreemeats covering
119 coumries. Roaming payments are channeled through Telecommunication Services Inemational for TDMA
and Electronic Data Systems Corporation foar GSM, which function s central international clearing houses that
collect and redistribute roaming fees from and to the participating providers.

Marketing

Telcel develops customer and brand awareness through its marketing and promotion efforts and high-quality
customer care. It builds upon the strength of its well-recognized brand name to incre ase consumer awarness end
customer loyalty, employing continuous advertising efforts through priat, radio, television, sponsorship of sports
events and other outdoar advertising campaigns. In addition, Telcel employs concentraied advenising efforts to
promote specific products and services such as the Amigo Kit, its Internet services and certzin valve-added
services such as SMS. In October 2003, Telcel lamched a loyalty awards program for its pestpaid customers,
called Crreulo Azil.

Telkcel targets groups of customers who share common characieristics or have common needs. Telcel then
assemblesapacketofservnestm:meudmmmedsofmnwmdm&mmmdmvmm
pncmg pans. As part of its promotional efforts, Telcel offers its new prepaid and postpaid subscribers either a

y handset or a hand ‘maduoamedpneewbentheymhscnbe which the postpaid customers
mﬁy bep when their service agreement expires in accordance with its terms.

Teice] has designed promotional packages, including free handsets and low monthly fees, to encourage new
customers and current prepaid customers to subscribe to postpaid plans that include services such as voicemail,
call waiting and caller ID.

Sales and Distribulion

Tekel maorkets its wireless services primarily through exclusive distributors located throughout Mexico. In
the year ended December 31, 2004, approximately 90% of Telcel’s sales of handsets were generated by cellular
distributors, with approximately 9% from sales in company d stores, and approximately 1% from direct
sales to corporate accounts. Telcel also sells and distribates its products and services over the Inernet.

Telce! has relationships with a network of approximately 1,000 exclusive distributors, who sell Telcel's
services and products through approximately 33,000 points of sale and receive commissions. Telcel operates
permanent training and evaluation programs for distributors to belp maintain the level of service guality.
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Telcel"s company-owned retail stores offer one-stop shopping for a variety of cellular services and products.
Walk-in custnmers can subscribe for postpaid plans, purchase prepaid cards and purchase handsets and
accessories. Comparty-owned stores also serve as points of costomer service, technical support and payment
centers. Telcel owns and operates 154 customer sales and service centers throughout the nine regions of Mexico
and will contimae 10 open new service centers as necessary in order to offer its products directly to sobscribers in
more effective ways.

Telcel also distributes prepaid cards and handsets, the latier as part of the Amigo Kit coasisting of handsets
and free airtime ranging from 25 t0 250 minutes, drough distributers that include Telmex, Sears, Sanbarns and
its network of retail outlets. Telmex purchases the Telcel prepaid cards and handsets on the same or similar
commercial terms offered 1o other cellular distributors, We estimate that pre-paid cards are available through
epproximately 127,000 points of sale in Mexico.

To service the needs of its large corparate and other high-usage customers, Telcel bas a dedicated corporate
sales group.

Rilling and Cellection

Telcel bills its postpaid customers through monthly inveices, which detail itemized charges such as usage,
services such as voicemail, call forwarding, call waiting, caller ID and three-way calling, and long-distance and
roaming charges, in addition to applicable taxes. Customers may pay their hills with a credit card, throagh a bank
(including its Intemnet websiie), in person at Teloe] retail stores and, since July 2001, through Telcel's Internet
website,

If a postpaid customer’s payment is overdue, service may be suspended until fufl payment for all
outstanding charges is meeived. If the subscriber’s payment is more than 60 days past due, service may be
discontinued. Accounts that are more than 90 days past due are considered donbtful accounts.

A prepaid customer who purchases a prepaid card has 60 days from the date of activation of the card 1o us
the airtime. After 60 days, the customer can 1o longer use that airtime for ougoeing calls unless the customer
sctivates a new card. After 180 days, unless the customer activates a new card, the service is discontmued and the
balance on the card, if any, is recognized as everme.

Cuostomer Service

Telcel places a high priarity on providing its customers with quality ¢ care and sup
Approximately 48.9% of Telcel’s employees are dedicated to customer service. Customers may call a toll-free
telephone number or go to one of the customer sales and service centers located thronghout the nine regions for
inquiries regarding their service or plan options. In addition, using Teke]'s website, subscribers may learn abont
the various offered rate plans, products and promotions, as well as subscribe for additional services and pay bills
on line.

Wireless Network

Telcel's wireless networks use principally digital technologies. As a proportion of total mmffic, digital traffic
measured 89.3% in December 2004, Over the last several years, Tekeel has converted its network from analog to
digital, and most of its costomers have migraed to digital service. Teloel wes time division mmitiple access
(TDMA) digital technology in the 800 megahertz frequency spectrum. TDMA isa digital sechnology that divides
radio spectrum into assigned time slots to transmit signals. In October 2002, Telce] launched a new petwork
using global system for mobile communications (GSM) digital technology in the 1900 megabertz frequency
spectrum. G5M is a digital standard used in Europe, North America and elsewhere. Because it is so widely used,
it provides higher quality and faster availability of new products and services and a wider variety of suppliers
than TDMA technology. in oddition, GSM provides access 0 a better developed path 1oward third generation
wireless tecimolagies.
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An alemative digital echnology, CDMA. divides radio spectrum using codes rather than time slots,
Compared to TDMA and GSM. it permits more subscribers to use the same spectrum but is less mature and less
well supported by suppliers. Because of GSM's advantages over both TDMA and CDMA ke chnologies, Telcel
considers developing a GSM network to be the logical step to maimtaining its leadership in the wireless market in
Mexico.

TDMA nerwork

Telcel has a nationwide TDMA network. TDMA permits the use of advanced dual-mode dual-band handsets
that allow for roaming across analog and digital gystems and across 800 megahertz and 1900 megahertz
spectrums. TDMA digital technology also allows for enbanced services and features, such as short alphanumeric
message service, extended battery life, added call security and improved voice quality. TDMA equipmentis
gvailable from leading telecommunications vendors such as Lucent, Ericsson and Norel.

GSM retwork

Telkeel has built and installed a8 GSM network in the 1900 megahertz freqoency spectrum in 21l aine egions
in Mexico, which began commercial operation in October 2002, Telce! continues with the expansion of its GSM
network. The GSM network allows Telce] to augment its digital capacity and progress in its evolution toward the
third generation of wireless technology. G5M echnology supports a wide range of voice and data services,
inciuding SMS, CSD, high-speed CSD and GPRS, and is currently the most widely used and tesied wireless
sysem in the world, GSM technology, which is used in all nine regions, is expected to yield global econamies of
scale in developing network equipment and handsets, as well as seamiess global roaming capabilities.

Currently, Telcel’s GSM network offers service in all nine regions in Mexico, but does not provide coverage
in all citles in those regions. As of December 31, 2004, Telcel covered approximatkely 660 cities with the GSM
network, and Telcel’s GSM subscriber base accounted for approximately 38.9% of Telcel's total subscribers as
of December 31, 2004. As Telcel contirves to roil out the GSM netwerk, it plans to expand GSM coverage
throughow the nine regions. Telcel expects that many customers will choose GSM equipment when they replace
their existing TDMA equipment.

CSD and HSCSD technology
Circuit switch data (CSD) is an alteraative system based on circuit switch platforms that provides data
services by ime grating the existing voice infrasucture. Like CDPD, CSD is considered to be the first Jevel of
2.5G technology.

High-speed CSD (HSCSD) offers the same service as CSD, using voice channels for data transmission, but
by jeining several slots of information, it offers i d capacity and speed, making it better suited to the needs
of users ransminting large amounts of information. Teloel plans to offer CSD as well as HSCSD services in all
nine regions through its new GSM network.

Third generation development strategy
Third generation echnologies will provide high-speed wireless packet dsta services and ultimately voice
services over the Imernet. Any successful third generatian straegy must allow the wireless provider to achieve a
pervasive footprint quickly and cost effectively and on a global scale through intemationai roeming capacities.
While third generation networks ar currently under development and evaluation, transitional technologies
including CDPD, CSD and GSM/GPRS have begun o bridge the gap between second and third generation
technologies by offering enhanced high-speed data services.

Telcel is curremly in the process of upgrading the GSMAGPRS network with Enhanced Data Raes for
Global Evolution (EDGE) echnology. It has slready inplerneneed EDGE technology in the capital city of each
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of the nine ®gions in Mexico and Ciudad Juarez. Telce! plans to cover 47 additional cities during 2005, Telcel
expects that EDGE will faciliiate the ultmae deployment of third generation echnology. One benefit of EDGE
is that it can be deployed in existing spectrum. As customers upgrade their equipment to EDGE, Teloel expects
that all the applications developed and deployed today will be able 10 operate at significantly higher speeds and
in mose places.

The evolution from 2.5G to third generation echnology is expected 1o make witeless networks capable of
transmitting voice, data and video over a single network. The wireless industry has ngmedw converge towards a
commen standard called wideband CDMA (W-CDMA) for the development of thind pereration
W.CDMA offers configurations that allow multifaceted processing and enable the transmission of large volmms
of data, such as video data, at high speeds.

As part of its strategic evaluation concerning the deployment of EDGE technology, Telcel is engaged in
discassions with suppliers and plans to st the ®echnology with beavy-use consumers or corpora® users, Telcel
is lamching EDGE with the existing cellular or PCS ®echnologies and migrate to the W.CDMA third generation
technology once a new set of broadband frequencies ks made available by Cotfetel and there is demand in Mexico

for service s requiring this sechnology.

Spectrum
Telcel curently holds concessions in each of the nine regions of Mexico in both the 800 megahertz and
1900 me gabertz radio spectrams and has a functioning pationwide netwark. Three other companies also hold
concessions for nationwide service using the 1900 megahertz spectrum.

Telcel curently holds 28.4 megahertz of capacity in the 1900 megabertz spectrum in each of Mexico's nine
regions. h acquired 10 megahesw of this capacity in 1998 and 10 megabere in 2005, in each case through public
auctions. Telce) acquired 8.4 mepgahertz as a result of the assignment of capacity from Unefon during 2005. This
assxgmnem which was approved by Cofeco and the Ministry of Communications, cancelled the 16-year erm
service agreement entered into with Unefon in Sepiember 2003. No consideration—in addition to the US.$267.7
million paid 1o Unefon in 2003 for the service agreememt—was paid for the assignment.

As part of the late 2004 / early 2005 auction process, we also bid for and were awarded an additional

" 10 megahertz of capacity in three regions, but that additional capacity has not been delivered to us doe to

mstrictions imposed by Cofeco on the amount of overall spectrum that could be awarded to bidders. We are
challenging this restriction in court. We cannot assure you that we will be able to acquire this additional
spectrum.

Fixed wireless
Fixed wireless echnology provides wireline quality voice telephony available over celhalar networks. Vioice
chammels are delivered over the existing telepbone wiring within the residence or small bnginess premises,
allowing customers o utilize their existing telephones.

Telcel provides fixed wireless voice services to, among others, Telmex's Ladafon shared elepbone etwork,
usder which a line is available for public use by the residents of multi-mnit dwellings. Telephone service is
provided at a discount through existing wire lines within the residential premises, which are then commected 1o
Telcel's cellular network. Teloel also provides fixed wireless service o Telmex's Ladziel public telephone
network.

Property
Telcel's wireless network includes transport and computer equipment, as well as exchange and wransmission
equipment consisting primarily of switches (which set up and route telephone calls either to the pumber cafled or
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to the next switch along the path, and which may also record information for billing and control purposes),
cellular base stations (radio transmitters or receivers that maintain communications with the celltlar elephones
within given geographical areas or “cells”), microcells (small celis covered by low-power base siations), and
local links and repeaters (equipment for radio or fiberoptic transmission between network elements). Telcel owns
all of its network routing and switching equipment. During 2003 and 2004, Telcel sold its =ception and
ransmission equipment for Ps. 4,484 miilion to tmrelated financial instingions and subsequently leased back this
property for periods of three to four years. Telcel has the option to reacquire this property at the end of the lease
period. Telcel owns certain properties for commercial and administrative offices, the installation of some of its
equipment, and 154 customer sales and service centers, while it leases other locations. Tekeel operates certain
equipment an Telmex property under a co-location agreement. See “Relzied Party Transactions™ under em 7.

Telcel curently relies on Exicsson for the supply of more than 71% (measured in terms of cost) of its switch
and cell site equipment. Telce] parchases handsets and other customer equipment primarily from the major
venders, including Nokia, Sony-Ericsson, Metorola, Siemens and Samsung.

Competition

Teleel faces competition from other cellular providers using the 800 megehertz spectrum and from providers
with PCS licenses that have de veloped and continue to develop wireless service on the 1900 megahertz
Teloel’s corpetitars in Mexico include Grupo Iusacell, S.A. de C.V,, which is controlled by Movil@coess, an
affilinte of Grupo Salinas, S.A. de C.V ., Telefénica Méviles and Unefon, which is an affilia® of Grapo hisacell,
S.A. de C.V. We also comper with Nexte) in certain segments. Accarding o Cofetel, Teloel's share of the
Mexican cxBular market was approximakely 75% in 2004.

The effects of competition on Telce] depend, in part, on the business strategies of its competitors and the
general ecanomic and business climate in Mexico, incloding demand growth, interest rates, inflation and
exchange rates. The effects could include loss of market share and pressure to reduce rates. Telcel believes that
its strategies to meet competition will continue to help limit its foss of market share and that anty loss of market
share will be partly offset by increasing demand.

Regulation

The following is a summary of certain provisions of the General Commmmicatians Law, the
Tekcommmications Law and the Telecommunications Regulations applicable to Telcel and of the varions
concessions held by Telcel.

General .
The General Communications Law, the Telecommunications Law and the Telecommunications Regulations
provide the general legal framework for the regulation of telecommunications services in Mezico. The
Telecommumications Law replaced certain provisions of the General Communications Law and established that -

. only those provisions of the General Communications Law not opposed 1o the Telecommunications Law would

remain in effect. Other regulations implementing particular provisions of the Telecommumications Law have
been adopied or are pending. The main objectives of the Telecommunications Law are to pramote the efficient
development of the telecommmnicaions industry, to encourage fair corpetition in the provision of quality, low-
priced services and to assure satisfactory breadth of coverage of the Mexican population.

Under the Telecommumications Law, an cperator of public telecommunications networks, such as Telcel,
must operate under a concession gramed by the Communications Ministry. Such a concession may enly be
granted 0 a Mexican citizen or corporation and mxy not be transferred or assigned without the approval of the
Communications Mimistry. A concession to provide services which milize electro-magnetic frequencies, such as
ceflular telecommunications services, may have a term of up to twenty years and may be exended for additional
terms of equal duration.
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‘The Telecommunications Law requires public telecommunicatians concessionaires to establish open
network architecture which permits interconnection and interoperability. Operators of private networks that do
not use electro-magnetic frequencies of provide servioes to the public are not required 1o obtain a concession,
permit or tegistrution.

The Mexican Congss is in the process of considering a new Telecommunications Law. Some of the draft
proposals for this new law include provisions aimed a suemthenmg the regulatory power of Coferel, stimuiating
increased investment in telecommunications and increasing competition. If passed, the new Telecommunications
Law could have a material effect on our « ions. We aze unable to predict whether or when such new law may
be enacted and its effect oa our business. Asofthedateofthlsamnlrepm a new Telecommunications Law
has not been enacted.

Funhcrmom,lheeuemhehmnchohbehﬂexicanmmmdsoi: idering the % of a new
decree and repulations pertaining ro Coferel. If enaceed. the provisions of this proposed decree and these
mgulations would limit Cofetel’s current authonty and tansfer some of Cofetel’s oversight to the
Commaunications Ministry.

Regulatory oversight
The Mexican Commmmications Ministry, through Cofetel, is the government agency principally responsible
for regulating telecommunications services. The Ministry’s approval is required for any change in Telcel's
bylaws. It also has broad powers to monitor Telcel's compliance with the concessions, and it can require Telcel
to supply it with such echnical, administrative and financial information as it may request. Telcel is required to
publish its anmual network expassion program and must advise the Ministry of the progres:ofnsexpumm and
modernization program on a quarterly basis.

Cofetl is an independent agency within the Communications Ministry, with four commissieners sppoinkd
by the Communications Ministry on behalf of the President of Mexico, one of whom is 2ppointed ax chajrman.
Cofetel’s mandate is to regulate the Mexican telecommunications sector. Many of the powers and obligations of
the Commumications Ministry under the Telecommunications Law and the Telecommunications Regulations
have been delegated to Coferl.

The Telecommunications Law gives certain rights to the Mexican government in its relations with
concessionaives, including the right to take over the management of an operator’s networks. facilities and
personnel in cases of imminent danger to national secarity, internal peace or the national economy, natural
disasters and public unmest. The Telecommunications Law also ptovides that at the expiration of Telcel’s
concessions, the Mexican povemmeat bas a right of firsi refusal to acquire Telce)'s assets. See “—Termination
of the Concessions.”

The Telecommunications Law provides that if a company is determined to be dominant in 3 relevant market

according to the Federal Law of Ecopomic Competition, the Communications Ministry bas the power to adopt
specific regulations on rates, quality of service and information provided by a dominant provider. To dute, Telcel

" has not been declared a dorninant provider, although there can be no assurence that such a determination will not

be made in the futnre.

In addition, we are subject 10 regulation from Profeco under the Federal Consumer Protection Law. This law
regulates the quality of services requised to be provided to consumers and provides a mechanism to address
coosumer complaints. Profeco has the authority to irapose fines, which can be significant.

Rates

The Telecommunications Law provides that concessionaires may freely determine the rates for
tele commumications services. Cellular rates are not subject to a price cap or any other form of price regulation.
However. Telcel and other cellular carriers operating in Mexico are mquired to disclose to, and register with,
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Cofetel their raees for cellular service prior to implementing such mies, The Communications Ministry is
authorized to impose specific rate requirements on any operster that is determined to have substantial market
power under the Federal Law of Economic Competition. Although no such determination has been made with
respect to the market for celtular lecommunications services, there can be no assurance that such a
determination will not be made in the future.

Concessions

Teloel operates under several different concessions covering particular frequencies and regions. It holds nine
separate regional concessians, which together cover all of Mexico, to provide cellular telecommunications
services using the 800 megahertz (Band B) radio spectrum. | also holds nationwide concessions to use the 1900
megaherz (Bands A, D and F) radio spectrum and a related concession to provige cellular telecommunications
services on that frequency. The 800 megahertz (Band B) concessions mquire Telce] to pay continuing fees
(aprovechamiemos) dewrmined as a percentage of gross revenues derived from the concessioned services. The
percentage is S% for the Mexice City area and the states of Mexico, Morelos and Hidalgo and between 5% and
10 in other regions. The 1900 megabertz (Band D} concessions, which were purchased for a fixed amount in
1998, and the 1900 megaherz (Band A) concessions, which were acquired by assignment frormn Unefon, do not
equire Teloe) to pay continuing #ees (aprovechamienios).

Pursuant to the Federal Contributions Law (Ley Federal de Derechos), owners of concessions granted or
mnewed on or after January {, 2003 are required 1o pay annual fees {derechos) for the use and exploitation of
radio spectrum bands. The amount of annual feet (derechos) charged depend on the relevant region and radio
spectrum band These anmual fees (derechos) can be high and are payablke irrespective of the amount of fees
(aprovechamientos) paid. The 1900 megahertz (Band F) concessions, which we acquired during 2005, require the
payment of annual fees (derechos) of Ps. 255 million annually for 20 years, but do not require the payment of
fees (aprovechamien:os).

The eight Band B concessions covering regions other than the Mexico City area were granted for initial
terms of twenty years that will expire in 2010 or 2011. The Band B concession covering the Mexico City area
(Region 9) was renewed effective October 2000 for a term of fifteen years that will expire in October 2015, The
Band D concessions will expire in 2018, the Band A concessions in 2019 and the Band F concessions in 2025.
Al of these concessions are subject to rene wal for additional 20-year terms.

In December 2002, the Comumunications Ministry pranted Telcel a new concession to install, operate and
exploit a telecommunications network 10 provide national and international lang distance services, as well as data
transmission services. The cobcession was granted for an initial lerm of 1S years, and it is subject {o extension
for an additional 15-year period. The concession limits Telcel to provide these services only to its wireless
subscribers until December 2005, which term can be extended by Cofeel.

Expansion and modernipation requirements
Teicel's concessians impose a sumber of requirements for expansion and modernization of its netwerk. The
concessions establish certain minimam network capscities that Teloe] must achieve, to extend service coverage
1o a targeted percentage of population. Telcel is in campliance with these requirements.

Service quality reguirements
The concessions also set forth exwensive mquirements for the quality undconnmmy of Telcel's service,
including. in some cases, maximum rxies of incomplete and dropped calls and connection Gme. In May 2003,
Cofete] issved the Fundamental Technical Plan for Quality of Local Mobile Services Networks. applicable to all
operators, including Teicel. Due to the fast growth in cellular services, Telcel, like all Mexican cellular carrers,
has faced some service problems. Service problems have net, bowever, had any material adverse regulatory
impact. Telcel monitors service quality for compliance with the e quirements of the concessions and has shown
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marked improvement according to recent measurements conducted by Cofetel. Telce! has filed an injunction
against the application to it of the Fundamental Technical Pian for Quality of Local Mobile Services and other
ejated laws and acts promulgated by Cofetel, seeking prowection from the provisions of this Technical Plan. &t
emaims uncertain that Telcel will succeed in obtaining an injunction, and curremly, Telcel remairs subjea to the
provisions of the Technical Plan.

Competition
The Telecommunications Regulations and the concessions contain variouns provisions designed to introduce
competition in the provision of communications services. In general, the Mexican Communications Ministry is
authorized to grant concessions to other parties for the provision of any of the services provided by Telce! under
the concessions.

Interconnection

Tenms of imerconnection (including fees) are negotiakd between Telcel and other public
tele commumications providers. In the event they are unabie to agree, Cofetel may impose termss on Telcel and the
other public telecommunications networks. The current interconnection charge payable to us by another operator
for a call from its customer to oty network is Ps. 1.71 per minute. This charge is scheduled 1o decrease to Ps. 1.54
in 2006 and Ps. 1.39 in 2007. These charges have been agreed with all cellular operators and three fixed.lme
operators, mciuding Telmex. The remaining four fixed-line operators have challenged these charges, seeking to
reduce them. See “Lepgnl Proceedings—Telcel—Interconnection Fees™ under kem 8. In addition, Telmex and the
other cellular operators have agreed to apply the Ps. 1.39 per minute charge through 2010, The current
interconnection charge for calls made from a cellular line to a fixed line, which Telcel pays to Telmex, is
U.5.50.00975 per minuke.

Termination of the s

The General Communications Law, the Telecommunications Law and the cancessions inclode various
provisions under which the concessions may be werminaled before their scheduled expiration dakes. Under the
Telkecommunications Law, the Communications Minisiry may caus early tevminstion of any of the concessions
in certain cases, including: v

« failure to exercise rights under a concession during the 180 days afier that concession is granted;

s failure to expand telephone services at the rate specified in the concession;

* interruption of all or » material part of the services provided by Telcel;

* acts by Telcel with the eflect of impeding the operations of other cancessionaires;

* refusing interconnection arrangements with other concessionaires;

s change of jurisdiction by Telcel;

» wansfer, assignment of, of grant of hiens to, Telcel’s concessions or any asset used 1o provide service

- without Ministry approval;

* failure to pay certain government fees:

* violatjon of the prohibition against ownership of shares of Telcel by foreign states;

*  any material modification of the nature of Teloel's services without prior Ministry approval, and

» breach of certain other obligations under the General Communications Law.

In addition, the concessions provide for early termination by the Communications Ministry following
administrative proceedings in the event of:
* amaerial and continuing violaion of any of the conditions set forth in the concessions:
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« material faihure to meet any of the service expansion requirements under the concessions:

+ material failure to meet any of the requirements under the concession for improvement in the quatity of
service:

*  engagement in any kelecommunications business no authorized ender the concession and requising
prior approval of the Communications Ministry;

» following notice and 2 cure period, failure without just canse to alow other concessionaires to
interconnect their networks to Teloel's network; or

*  bankruptcy of Tekel.

The Geseral Communications Law and all but one of Telcel’s 800 megaherz concessions provide that in
the event of early ®ermination of Telcel’s celhuilar concessions, all assets that are the subject of such concession
would revert to the Governmemt withont compensation to Telcel. In the event of early wrmination of any of
Teloel"s PCS concessions, the Government would have the option to purchase the equipment, installations and
other assets used directly for the exploitation of the frequencies which are the subject of such concession. The
{atter regime also applies to one of Telcel’s B0O megabertz concessions. There is doubt as to whether the
provisions of the concessions and the Telecommunications Law regarding the consequences of expirntion of the
concessions would apply to mitigate the provisions of the General Communicatioas Law in the event of early
termination. 1n the case of foreign investors, NAFTA and other similar international meaties may require
compensation as mitigation for provisions of the General Communications Law that could result in measures
tantaraount to expropriation.

Speedy Mdvil

Speedy Mbvil, S.A. de C.V. is a Mexican company that develops mobile data sofutions for SMS. wireless
Iniernet (WAP) and voice-activaied data applications for Telcel and our other subsidiaries and investments.

1n addition to developing mobike data applications, Speedy M6vil evaluates content and application
providers and enters into contracts with them in order to provide our wireless provide rs with conlent and
applications. No dons of b are y for Speedy Mévil's operations.
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NON-MEXICAN OPERATIONS
We have subsidiaries or businesses in the elecommunications secior in Argentina, Brazil, Central America
(El Salvador. Guatemala, Honduras and Nicaragua), Colombia, Ecuador, Uruguay and the United Stases. Our
principal subsidianies outside Mexico are described below. The reveaues of our subsidiaries other than Telce)
epresented 47 4% of our consolidated revenues for 2004.

In addition, we expect to have oppormities to invest in other tek communications companies ontside
Mexico, especially in Latin America, becanse we believe that the telecommumications sector will continue to be
characterized by growth, echaological change and consolidation. We may take advantage of these opportunities
through direct investments of other strategic afliances. We can give no azsurance as to the extent, timing or cost
of future inemational investments, and such investments may involve risks to which we have not previously
been exposed.

The following table sets forth financial and operating information for certain of our non-Mexican operations
far the periods indicated. For some countries, as specified in the nowes to the tahle, we bave incloded data for
periods priot to dates on which we acquired these operations. We provide this information to show the trends in
these businesses, but it is not reflected in onr financial statements, which consolidate each operation from the
date on which we acquired it.

Decenber 31
2002 2003 2004
o T Decamies 31, 0k,
except lines In servics,
minutes of nee ard ehura)
ARGENTINA
CTI)
Operating revenpes (milbons) ... —  Ps, 2,840 Ps. 5573
Average monthly revenues per subscriber during pmwdmg
12moaths{2) ...ttt i i e —_ Ps. 191 Ps. 169
Operating income (loss) (millions) .........0......ooo L, — Ps. 712 Ps. (403)
Cellular Jines in service {thousands) .........c.oveiiciiviannsas —_ 1,411 3,587
Average monthly mimantes of use per subscriber during precedin,g
12000nths . ....ouit it e e ea e — 144 163
Churm rate (3) ... ioiei e iii e i — 1.5% 2.0%
BRAZIL
Telecom Americas{{)
Consolidated operating revenues from continuing operations
(MITROBE) ... .iiii i it e e, Ps7,728  Pr1l,989 P5.22.988
Average monthly sevenues per subscriber during preceding
12 D00IS(Z) .+ ov et eneir e er et a e . Ps. 143 Ps 119
Operating income (loss) from continuing operations (millions) . Ps.(2,245) Ps.(6.580)
Cellular lines in service {thousands) 9,521 13.657
Avwerage monthly mimues of use per subscriber during preceding
12months . ...covorinnnnnn T T 95 E2] 98
Churn rate(3) 18% 2.3% 27%
CENTRAL AMERICA(S)
Telgua (Guatemala and Sercom Nicarsgua)
Combined operating revenuves (milkions) . .................. ... PsA4,860 - Ps. 5957 Pbs. 7,168
Average monthly evemses per subscriber during preceding
12 momhs(2) ........................................... Ps. 160 Ps. 195 Px. 181
Operating income (millions) ...........coooiiiiiiiiiiii, Ps.l166 Ps. 1795 Ps. 2355
Lines in service (thousamis)
Fred .....covvvauen e e reenraeen feressisavanes . 804 930 933
Cellular . .......ociiiiiiiiiii e e 628 970 1.526
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December 31,
2601 2003 2004
{in constant Mexican
. wsof December 31,
excepd tines ia
minnkes of wse and chwrn)
Average mmthly mimses of use per subscriber dusing preceding
12 months . PP Feeiieatienanees PRSI 219 209 202
Lo T O PSR 15% 14% 1.6%
CTE (Kl Salvador){f)
Combined operating revenues (millions) ................. ...l —  Psd46t Ps4T20
Average monthly revernes per subscriber dunng preceding
I2T00MBZ) weiviveinreinrrererriaens et ioinroranrarsenes — Ps. 234 Pa 189
Operating income (nnlhons) ..................................... —  PalLl98 Ps.1610
Lines in service (thousands):
Pixed .....ooovvinnns Cerr it ta s e ians [P —_ 704 781
L. N — 216 518
Average mumh}y mimges ohxse per subscriber during precedmg
12monthE ..ot e e — 128 17
Lot B T O —_ 24% 26%
COLOMBIA
Comcel(?)
Combined operating revenves (millions) .................... ... ... Pi3932 Ps.6,069 Ps9,338
Average monthly revenues per subscriber dwring preceding
12 00EE{Z) ... entttt e e b e s aaateas Pu 155 Ps. 130 Ps. 142
Operating income (millions) .........cccoviviiiiiiiiiiiiaiiiniiins Pr 267 Ps. 623 Ps. 612
Cellular lies in service (thousands) .............c..ccoiiiiiiniann.s 2,822 3,674 5814
Average monthly mimxes of use per subscriber d'nnng preceding
12moathS ... ... i e e e 78 82 114
Lo 8 ) T e eraseraeas 2% 3.1% 29%
ECUADOR
Conecel
Operating revemes (milbions) .............. ...l Psi36® Ps2.858 Ps4,287
Avwerage monthly mvenmes per subscriber during preceding
I2ODEARZ) +uerneren e caininieeaennnataiianarareaaeeann Px 122 Ps 170 Ps. 145
Operating income (loss) (mﬁbom) .. P (116) Ps. 577 Ps. 885
Cellular lines in service (thousands) 923 1,537 2,326
Average monthly mimates of use per subscriber during preceding
12mOnthS ..ot i ettt i s 61 M 50
Lo Rt ) J N 33% . 34% 7%
UNITED STATES
TracFone
Operating revenes (millions) ..........c.ciiiiiiiiiiiiiaiiin Psd4,462 Ps6,570 Ps.8.959
Average monthly revemes per subscriter during preceding
I2MOBthS(Z) o vrveriviinieiniineitra ittt saens Ps 176 Ps. 180 Ps. 164

H

Operating income (loss) (millions) . .. Ps (270) Ps. 210 Ps. 318

Cellular lines in sesvice (thousands) 1,968 2,952 4,354
Average monthly mimses of use per subscriber during preceding :

12months ..o e i i et e e s 43 54 59
L T T ) T 5.4% 4.0% 4.2%

Ahthough we began consolidating the results of CT1 in owr financial statements in November 2003, data

. peovided for 2003 is for the full year.



(2) Awverage for the year of the nmount obtained each momb by dividing service revenues by the average
number of customers during such month. The figure inctudes both prepaid and postpaid customers.

(3) Total number of customer deactivations for a period divided by average total subscribers for such period.

(4) All essets transferred by Telecom Americas pursuant to the 2002 restruchmring are treated as discontinuned
operations. Accordingly, continuing operations consist of Tess, ATL, Telet and Americel, and starting in
2003, include BSE (as from May 2003), BCP (as from December 2003) and new operations started in the
states of Santa Catarina, Parand (excluding the municipalities of Londrina and Tamarena), Bahia and
Sergipe. Although we began consolidating the results of Telzcom Americas in our financial statements in
July 2002, daupmwchdforzoo”u for the full year.

(5) For our operations in Central America. average monthly revenues per subscriber, a\emge manthly minttes
ofuspersubsmberandciamnmeampmsemdaﬂymmmspemmou!wne]essmmsmﬂme ’
countries and do not take into consideration our fixed-line services.

(6) Although we began consolidating the results of CTE in owr financial starements in Nmmberzwﬂ dats
provided for 2003 is for the full year.

(7) Alhougb we began consolidating the results of Comvel in our financial statements in February 2002, data
for 2002 is for the full year. In February 2003, Comcel began consolidating the results of Celcaribe.

As from 2004, we also have operations in Nicaragua (ENITEL), Hoaduras and Uruguay, which are not
presenied in the able above. The operations are presented under the caption “Others” in our segment information
included in note 21 to our andited consolidated financial statements. We own, directly or indirectly, a substantial
majority of the telephone plant of our non-Mexican operations.

Argentima (CTD

CT1 Holdings provides nationwide PCS witeless service in Argentina under the “CT1 Mévil” brand name,
through its wholly-owned subsidiaries CT1 Compafifa de Tek fonos del Inkerior, S.A. (CT1 Interior) and CTI
PCS, S.A (CTI PCS). We own a 100% inferest mcn,whmhweacqmmdmrmghasemsofmnmmm
2003 and 2004. We began induding the results of CTT in our andited consolidated financial statements in
November 2003. Since the acquisition, CTT's subscriber base has grown significantly, from 1.3 milkion in
October 2003 to 3.6 million at December 31, 2004,

We paid approximately U.S.5238.6 million for the scquisition of our interests in CT1 Holdings. In a series of
transactions in 2003, we acquired a 92% in interest in CT1 and approximately U.S.$600 million in principal
amount of secured indebledness of CT7’s operating subsidiaries. At the time of the acquisition, CTI had U.S.5263
million in principal amount of senior nows due 2008, which were in default. The se notes were subject to an cut-
of-court recrganization agreement (Acuerdo Preventive Exrajudicial, ot “APE™) in Argentina, which was
approved by the court in Decernber 2003. Pursuant to the APE, the notes were cancelled in exchange for an
aggregate cash payment of approximately U.5.$37.1 million. In July 2004, we aoquired the mruaining 8%
interest in CT1 from Techint Compafifa Técnia Internacional S.A.C.L, or the “Techint Group.”

At December 31, 2004, CTI had approximately a 26% share of the Argentine wireless market.
Approximately 67% of CTT's subscribers at December 31, 2004 resided in the interior of Argentina and the
balance in the greater Buenos Aires region.

CT1 began providing services in the interior of Argentina in 1994 and in Greater Boenos Aires in 2000, CTI
offers basic cellular service through a variety of rate planz and also offers prepaid services. Prepaid customers
wpresented B5% of CTI's total subscribers as of December 31, 2004. In addition, CT1 offers long distance and
vahe added services.

CTT's celiular netwark uses GSM, AMPS and CDMA technology and covers approximakly 95% of
Argentina’s population. CT1 is deploying a natioawide GSM network in Argentina. The GSM network, when
campleed, is expected to cover approximaiely 98% of Argentina’s population. At December 31, 2004, CT1 had
1,717 employees.

33



)

CTT's principal competitors are: Telecom Personal, a subsidiary of Telecom Argemtina, the principal
telecom operator in Argentina, which is controlled by Telecom Italia: Unifon, a subsidiary of Telefonica Méviles
of Spain; and Movicom. Movicom was acquired by Telefénica Méviles from Bell South in January 2005,
Telefénica Méviles has annonnced that it plans to combine the operations of Unifon and Movicom, creating the
largest wireless operator in Argenti )

CTI Imerior arxd CT1 PCS hold licenses covering the entire Argentine territory. These licenses contain
coverage, reporting and service requirements, but do not have a fixed expiration date. The Communications
Minigtry (Secretarfa de Comunicaciones de la Nacion) is in charge of supervising the elecommunications
industry in Argentina. It is anthorized to foreclose and sell the shares of a licensee in case of specified breaches
of the terms of a license.

Brozil { Telecom Americas)

General

Telecom Americas is ane of the three largest providers of wireless telecommunication services in Brazil,
with an estimated nationwide market share in Brazil at December 31, 2004, of approximately 21%-. Brazil is the
larpest market in Latin America in tesms of wireless customers.

Telecom Americas provide s services in Brezil under s unified brand name, “Claro,” and it offers a vaziety of
rale plans  its postpaid cestomers and offers prepaid services in all of its markets. At December 31,2004,
Telecom Americas served approximasely 13.7 million subscribers compared to 9.5 million subscribers at
Decemnber 31, 2003 and covered approximately 144 million b d poimis of p (POPs). At December 31,
2004, approximately 82.4% of Telecom Americas’ subscribers were prepaid customers.

Telecom Americas owns and operates cellular netwarks using both GSM and TDMA digital technology. It
launched its GSM network in 2003 m certain major urban ereas, and as of December 31, 2004, the GSM netwark
covered more than 1,520 cities and was used by 34% of Telecom Americas® wireless subscribers. We continue
rolling ont the GSM network in 2003 with the goal of providing similar coverage as the Band A incumbent
providers in the major markets. We imend to focus our commercial and marketing efforts towards encouraging
ase of GSM teclmology by new subscribers and existing subscribers reacwing their contracts. We expect GSM to
gradually b owr principel wircless technology. »

Telecom Americas has owned companies with operations in Brazil since shortly efter Brazil allowed
competition in the wireless industry in 1997 and 1998 and recently began to operate in the metropolitan region of
Sto Paule and in the states of Bahia, Sergipe and Perand (except for the cities of Londrina ad Tamarana). As
discussed further below, Teleooun Americas built its operations through a number of transactions commencing in
2000 and ending with the acquisitions of BSE and BCP during 2003 and the acquisition of a license in the Minas
Gerais region in 2004.

Telecom Armericas’ wireless properties in Brazil include ATL, Tess, Telet, Americel, BSE, BCP and Stemar
Telecomunicagtes. All of these companies are licensed to operawe under the PCS (Servigp Mdvel Pessoal)
regime. ATL operates in the states of Rio de Janeiro and Espirito Santo; Tess operates in the siate of S3o Paulo
{other than the city and metropolitan regica of S30 Paulo): Telet operates in the states of Rio Grande do Sul.
Santa Catarina and Parans {except for the cities of Londrina and Temarmna; Americe] operates in seven states in
the central-west and northern segions of Brazil; BSE aperates in the states of Ceard, Piaui, Rio Grande do Nore,
Paraiba, Pemambeco and Alagoas; and BCP operates in the metropolitan amea of S80 Paulo. In addition, in 2003,
Telecom Americas, through its subsidiary Stemar Telecomunicages Lida., began operating in the states of Bahia
and Sergipe pursnant to PCS licenses acquired in November 2002. BCP is the second Largest wireless provider in
the metropotitan region of S3o Paulo. In July 2004, Telecom Americas’ subsidiary Stemar Telecomunicagtes
was awarded a license to operate wireless services in the Minas Gerais region. Until the fall of 2003, these
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companies were required to operate under different brands, but they now operate under the unified “Claro™
brand. At December 31, 2004, the Telecom Americas operating companies had approximaiely 6,432 employees.
We own all of our network equipment in Brazil.

All of these companies are wholly-owned and controlled subsidiaries of Telecom Americas, except for each
of Americel and Teket in which BNDESPar (the private equity arm of BNDES, the Brazilian development bank)
holds in the aggregate approximately 1.5% and 1.0% of the share capital, respectively. In November 2003, the
National Telecommumications Agency of Brazil, or "YANATEL." approved the acquisition of voting contro] by
Telecom Americas of ATL, Tess Americel and Telet, and Telecom Americas has by now acquired voting
control of all these companies. Priot to that time, Telecom Americas owned substantially all of their econamic
interests (other than certain minority interests ineach of Americe] and Telet), but was not permitted to acquire
contro of the majority of their voting shares.

We currently own approximately 98.9% of Telecom Americas. Telecom Americas was organized in
November 2000 as a joint venture among us, Bell Canada Imternational Inc. (*BCI”) and SBC International, Inc.
(“SBCT”). Telecom Americas was initially organized to hold certain of the parters” ®lecom inerests throughout
South America, but was reorganized in February 2002 to focus on the Brazilian wireless sector. In July 2002, we
acquired all of BCT's shares of Telecom Americas. We paid appraximately U.5.$370 million for the shares, of
which U.S.$194 million was paid in 2002 and the remaindey was paid in March 2003. Also in July 2002, we
acquired SBCI's interest in Telecom Americas pursuant to a rangaction in which we also sold our 50% inerest
in Celtular Comrumications of Poerto Rico, Inc. to SBCI.

In April 2002, Telecom Amenicas issued to a financial investor 1,844 nonvoting canvertible preferred
shams, representing approximately 2% of the capital stock of Telecom Americas. We acguired half of these
preferred shares in March 2005, The remaining shaes have been coaverted into commaon shares, and the holder
has the right to sell these shares to us beginning in 2006 for U.S.$150 million pins mserest.

Claro markets its wireless services primarily through retail chains (approximaely 4,325 points of sale) and
exclusive disaibutors (dealers) (approximately 2,765 points of sale) located throughout the mgions where it

- operutes in Brazil. In the year ended December 31, 2004, approximately 60% of Claro’s sales of handsets weve

generated by retail chains, 300 by exclusive disiributors (dealers) and spproximawely 10% from sales in
company-owned stores, of which ther are approximately 120. Claro also sells and dissributes its products and
services over the

Claro bas implemented permanent training and e valuation programs for dealers to help mainwin the level of
service quality.

Claro"s company-owned retail stores offer one-stop shopping for a variety of cellular services and produscts.
Walk-in custormers can subscribe for postpaid plans, prepaid plans, purchase prepaid cards and purch
handsets. Claro’s stores serve as cusiomer saies and service centers and Claro expects to continge to open new
service centers as necessary in order to offer its products directly to subscribers in more effective ways.

Claro has a corporate sales group to service the needs of its large corporate and other high-usage castomers.

Biiling and Collection

Claro bills its postpaid customers through monthly invoice s, which detail iemized charges such as usage,
services such as voicemail, and long-distance and roaming charges, in addition o applicable taxes. Customers
may pay their bills with a credit card, through online banking, or in person at the post office, outlels of Casas
Loséricas (federal lotery bouses) or some of Claro’s stoses.
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If a postpaid customer’s payment is overdue, service may be suspended until the payment far outstanding
charges is received. If the subscriber’s payment is more than 60 days past due, service may be discontinued.
Accoants that are more than 90 days past doe are categorized as doubtful accounts.

Depending on the vajue of a prepaid card, a prepzid customer who purchases a card has between 30 and 90
days from the date of activation of the card to use the airtime. After such time, the customer can no longer use
that airtime for outgoing calls unless the customer activa®es a new card. Sixty days sfter the card expires, unless
the customer activates a new card, the balance on the card, if any, is recognized as revenue.

Competition

Although the number of competitors has decreased primarily as a fesult of consolidation, compettion in the
Brazilian wireless industry is substantial and varies by region. In addition to us, there are four other groups in
Brazil with significant nationwide coverage. The largest is Vive, a joint venure between Telefonica Moviles of
Spain and Portugal Telecon. The joint venture or one of its partners owns inkerests in some of the wisreless
companies that were created upon the breakup of Telebrfis. The others are Telecom Italia Mokile (TTM), OL, and
Teke Amazénia Celular and Telemig Celular. We also face competition from Nextel, a joint venture between
Motorola and Nextel Communications, Inc., for trunking services to the corporate segment in urben sreas.

Recent acquisitions
Telecom Americas acquired its interests in ATL, Americel and Telet primarily through contributions from
us and our former partners in transactions that were undertaken in 2000 and 2002. Telecom Americas acquired its
interests in Tess from Telia Overseas AB, Telia AB and Algar Telecom S.A. in 2001 for U.S.$950.0 million,
consisting of U.5.$318.7 million in cash and U.8.$631.3 million in promizsary notes. Telecom Americas made
the final payment of principal under the promissory notes in March 2004.

in May 2003, Telecom Americas scquired 97.5% of the shares of BSE S.A. from a subsidiary of BellSouth
Corporation and from holding companies of the Safra family. The purchase price was based on a net enterprise
vahe of BSE of U.5.$180 million. Later in 2003, Telecom Americas acquired the remaining interests in BSE
held by minerity investors, thereby increasing its imerest to 100%. We began including the results of BSE in oar
audited consolidated financial statements in May 2003. BSE had approximately one million subscribers at the
time of the acquisition.

In November 2003, Telecom Americas acquired 100% of the shares of BCP S.A. from certain lenders to
BCP, who had acquired the shares formerly beld by affiliates of BellSouth and the Safra family and local
minarity investors. The purchase price was U.8.5643.3 million. All of BCP’s cutstanding long-term indebiedpess
pnmw!hemqmsumnwascancelkdawqwedbynsmcmmwwnhthemnmmWebegnnmdntmg
the results of BCP in our audited consolidated financial staterments in December 2003. BCP bad approximately
1.7 million subscribers at the time of the acquisition. In connection with our bid for BCP, we granted Telemar an
oplion to acquire 2 minority intecest in BCP, subject to cestain conditions. In October 2003, the option was
cancelled, and we paid Telemar U.5.$35 million during the second quarter of 2004,

Regulatory enviroament

in conjunction with the breakup and privatization of the Tel jcagtes Brasileiras S.A —Telebré
mbmmmnmsmnopoly,BmﬂopmednsmlluhrmbﬂetekpMIe service industry to private
enterprises. Starting in 1997, ten cellular licenses covering all of Brozil were mctioned to wireless operators to
competeagmnsdnexgbtmnﬂmlpowdenthﬂemgedﬁnmtheﬂlehisbmuhxpmddmwu
subsequenty auctioned 1o private enerprises. Accardingly, there were two cellular service providers inall
markets in Brazil, including the ity of S30 Paulo, one operating in subfrequency Band A and another in
subfrequency Band B. Starting in 1999, the entire Brazilian telecommumicatians sector has been open to

competition.
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In 1997, Brazil enacied the General Telecommunications Law (Lei Geral dz Telecomunicagdes) to promote
competition arnong service providers and establish an independent regulatory agency, ANATEL, to regulate its
tele commumications industry. ANATEL has the authority to grant concessions and licenses for all
telecommunications services, except for broadcasting services.

1n Sepiember 2000, ANATEL published guidelines for the implementation of PCS (Servige Mdvel Pessoal)
operations in Brazil. Under the guidelines, Brazil is divided into three regions for PCS operation within the 1800
megahertz frequency, as opposed to ten regions for the celhular service providers. Under the September 2000
guidelines, the Band A and Band B cellular providers have the option to switch to PCS, and migration to PCS §sa
condition for the extension of their concessions. A concessionaires in Brazil have migraked to the PCS regime.
Upon migration to PCS, the Band A and Band B cellular providers have the right to apply for long distance services
licenses and are no longer subject to celhddar regulations that restricted them from operating in more than two
regions per Band. Repgulations require that migrating companies adopt PCS service plans and provide for the
egsblishment of charges for the use of one operstar's network by another. During 2003, all of the Telecom
Americas operating companie s exchanged their original concessions for 15-year PCS authorizations. The 15-year
period sterted from the time the original concessions wete granted, pererally in 1997 or 1998, This change will
allow the operating companies to extend the life of the license for an additional 15 years, upon the payment of a fee.

The September 2000 puidelines also established rules regarding the selection of up to three additienal
wizebess providers per region. correspending o Bands C, D and E. Any company organized and based in Brazil,
even if foreign.owned, was allowed to bid for a PCS license. Interesied companies were permitted to bid for PCS
licenses in each of the three regions, and were permitied to acquire PCS licenses for atl three regions. However,
each provider, whether celiular or PCS, is limhed 1o only one license per service area.

Beginning in February 2001, ANATEL initiated a series of anctians through which it sold rights to D-Band
and E-Band licenses. After canceling the anction of new licenses under the C-Band, ANATEL implemened
procedures in May 2002 for the sele of C-Band bandwidth in installments not to exceed 45 megahertz per service
provider, through which each of Telecom Americas' principal operating companies acquired bandwidth.

In Brxzil, rawes for telecommumications services ar regulated by ANATEL. In general, PCS licensees are
authorized to increase basic plan rates enly for inflation and on an annual basis. However, operators are allowed
to create non-basic plans and modify them, without prior ANATEL approval. Discoumts from existing srvice
plans, both basic and non-basic, are allowed without ANATEL approval.

ANATEL has called for public hearings on possible new regniations regarding the method of determining
interconmection fees by celiular providers. Currently, operators determine interconnection fees by agreement,
sobject to ANATEL intervention only in case of disputes. The proposed rew regulations would provide fora
fully allocated cost-based method of determining interconnection fees charged by operators belonging to an
ecanomic group with significant market power, and would include a transition period for such operators. It is not
yet clear how the determination of whether an operator belongs to an economic group with significant market
share would be made for purposes of these proposed regulations. Given the s:zeofonropenumsmsrz.il we

may be deemed to belong to an economic group with significant market power.

Another change in the interconnections regime is expecied for 2005-2006, relating to the introdnction of bill
and keep for the seitlement of interconnection fees between mobile operators with respect to Jocal cails, Corrent
r:gulations provide for the effectiveness of the new regime by July 1, 2005, but it is expected that ANATEL may
postpone this date to January 2006 or even retain the curreat regime as a sesuht of objections by industry
participants during ANATEL"s public hearings regarding the matter.

Central America

Guatemala (Telgua)

Telecomunicaciones de Guatemala, S.A. (Telgua) is a Sxed-line telecommunications operator in Guatemala
that was privatized in November 1998. Subsidiaries of Telgua also provide wireless, Internet, cable welevision,
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paging, data transmission and other services in Guatemala. We own appraximakly 99% of the stock of Telgua
We acquired a portion of our interest in the subsidiaries in Moy 1999. We acquired the majarity of our imerest in
Telgua and the balance of cur interest in the subsidiaries m March 2000 and increased these interests to theis
present levels through a series of acquisitions of shares from minority sharehotders during 2001, 2002, 2003 and
2004. We use the e “Telgua™ below to refer to Telgua and the affiliates together.

At December 31, 2004, Tefgua had approximately 933,000 fixed-line subscribers compared o
approximately 930,000 at December 31, 2003, 3 market share of approximately 94%.

Telgua's wireless business is operated by its affiliate Servicios de Camunicaciones Personales Inalimbricas,
S.A. (Sercom). Sercom’s cellular network uses CDMA digital echnology and, as of October 2003, overlaid
GSM technalogy. Telgua's network covers approximately 63% of its population. At December 31, 2004, Sercotn
had approximstely 1.3 million wireless subscribers, representing a market share of approximately 48%.

Telgua offers a variety of services through its fixed-line and wireless networks, including Internet access,
dita transmission, cable levision, two-way communication systems used mainly for group communication, end
dispatch applications, or “irunking,” and also sells handsets and elated products. Telgua markets and distributes
its services and products direcdy to customers and also employs a nerwark of independent distributors for
services and products other than basic fixed-line telephony, such as prepaid calling cards and handsetx.

Telgua continues to be the principal provider of fixed-line and mobile services in Guatemala. Telgua’s
principal competitors in the wireless sector are Millicom (Comcel), and Telefénico Moviles.

Telgua's business is subject to camprebensive regulation and oversight by the Guatemalan
Tekcommmications Agency (Superimendencia de Tel icaciones de G la) under the General
Tel commmmications Law {Ley General de Telecomunicaciones). Telpua holds a license from the Gouatemalan
governmen to operate its nationwide fixed-line network and numerous licenses to operate its cellular network ep
differemt frequencies and in different regions. See “Legal Proceedings™ under tem 8 for a discussion of certain
proceedings that the Guatemalan government has commenced against Telgua

Nicaragua (Sercom and ENITEL)

We own a 99% intetest in Servicios de Communicaciones de Nicaragua, S.A. (Sercom Nicaragna) and
taunched wireless services in Nicaragua in December 2002. Sercom’s cellular petwork uses GSM technology to
provide service to its customer base. At December 31, 2004, Sercomn Nicaragua had approxiraately 221,234
wiseless subscribers, repre senting approximaiely 30.7% of the wireless market in Nicaragua.

In December 2003, the Nicaragusn Government accepied our bid to acquire a 49% interest in Empresa
Nicaraguense de Telecomunicaciones, S.A. (ENTTEL) for a price of U.S.$49.6 million. We consummaed this
acquisition in January 2004. ENITEL providess fixed, mobile and other telecommunications services in
Nicaragua. In June 2004, we signed an agreement to acquire an additional 50.03% interest in ENITEL from
Megael LLC and cenain other investors for a price of U.S.$128 million. We consummated this acquisition in

August 2004.

At December 31, 2004, ENITEL had approximately 231,266 wireless subscribers, which we estirnaie
represents approximately 32% of the wimless market ia Nicaragua, and approximaiely 214,000 fixed-dine
subscribers, which represents 100% of the fixed-line market in Nicaragua.

ENITEL's wireless network uses GSM digital echnology and covers appraximately 48% of the Nicaraguan
population. ENTTEL is also a major provider of fixed-line services in Nicaragua. ENITEL offers a variety of
services through its fixed-line and wireless networks, including Internet access and dats wansmission, and alo
sells handsets und related products. ENTTEL markets and distributes its services and products directly to
customers and also employs a network of independent distributors for services and products other than basic

lephony, stch as prepaid calling cards and handsets. At December 31, 2004, ENITEL hed 1,828 employee s.

La
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The principal competitor of Sercom Nicaragua and ENITEL in the Nicarapuan wireless sector is Telefénica
Movistar, which has a market share of approximately 37%.

Sercom Nicaragua's and ENITEL's business is subject 10 comprehensive regulation and oversight by the
Nicaraguan Telecommmications Agency (Iastiawro Nicarag de Telec icaciones y Correos) under the
Gereral Telecommumications and Postal Services Law (Ley General de Telecormunicaciones y Servicos
Posales).

El Sahvador (CTE)

Compafia de Telecomunicaciones de El Salvador (CTE) provides fixed, mobile and other
tekcommunications services in El Salvador. We acquired a 51% interest in CTE from France Telecom and
certain other investors in October 2003 for an aggrepate purchase price of U.S.$417 million, In December 2004,
we acquired an additional 41.54% interest in CTE from the government of El Salvador for approximately
U.8.$294.9 million. As a result of the two jons and a ber of public market ransactions in El
Salvader, we had 294.9% interest in CTE at December 31, 2004. We began including the sesults of CTE in our
andited consolidated financial statements in November 2003.

At December 31, 2004, CTE had approximately 781,000 fixed-line subscribers and a market share of
approximately 39%.

CTE’s wirebess business is operated by its wholly-owned subsidiary CTE Telecom Personal S.A. de C.V.
Personal's cellular network uses GSM digital technology and covers approximately 86% of the Salvadarean
lation. At December 31, 2004, Py 1 had approximately S 18,000 wireless subscribers, which we estimate

;esmsems @ market share of approximately 33%. Personal offers both prepaid and postpeid plans.

CTE offers a variety of services through its fixed-Jine and wireless networks, including Internet access, data
transmission and sateilite television, and also selis handsets and related products. CTE also operates & telephone
directory business in El Salvador and offers fixed-line services in Guatemala. CTE markets and distribmes its
services and products directly to customers and also employs a petwork of independent distributors for services
and products other than basic telephony, such s prepaid calling cards and handsets. A1 December 31, 2004, CTE
and its subsidiaries had approximately 2,482 employees.

CTE is the principal provider of fixed-line services in El Saivador. CTE’s principal competitor in the
wireless sector is Telemovil, an affiliate of Millicom International, with a market share of spproximately 34%.
CTE also competes with Telefonica de El Salvador, an affiliate of Telefénica Méviles of Spain, and Digicel,
which is owned by a consortium of international mvestors.

CTE’s business is subject to comprebensive regulation aed oversight by the Salvadorean Energy and
Telecommunications Agency (Superintendencia General de Eleciricidad y Telecomunicaciones). CTE holdsa
concession from the Salvadoran government o operate s nationwide fixed-line network and a nationwide PCS
1900 license to operste is cellular network.

Honduras (Sercom Honduras)

In the same transaction in which we agreed to purchase the additional 50.03% of ENITEL. we also agreed to
acquire all of the shares of Megatel de Honduraz, S.A. de C.V., now called Servicios de Comunicaciones de
Honduras, 8.A. de C.V. (Sercom Honduras), which provides wireless and other telecommumications services in
Hondurss. The acquisition of Megatel de Honduras, S.A. de C.V. closed in June 2004.

At December 31, 2004, Sercom Honduras had approximaiely 198,000 wireless subscribers, representing
approximately 28% of the wireless market in Honduras. The Company uses GSM technology to provide service
to its customer base. At December 31, 2004, Sercom Honduras had approximately 251 employees.
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‘The principal competitor of Sercom Honduras in the Honduran wireless sector is Celiel, an affiliate of
Millicon International, which has a market share of approximately 72%.

Sercom Honduras' business is subject to comprebensi ve regulation and oversight by the Honduran
Telecommumications Ageacy (Comisidn Nacional de Telecomunicaciones (CONATELY)) under the
Tehcommnﬁca_uiom Law {Ley Marco del Seceor de Telecomumicaciones).

Colombia (Comcel)

Comunicacién Celular S.A. (Comcel) provides wireless telecommunications services in the eastern, western
and Caribbean regions of Colombia. We have operated in the eastern and westiem regicas of Colombia since
2002 and in the Caribbean region since February 2003. As of December 31, 2004, following the purchase of a
3.84% imterest in August 2004 for U.S.$25.1 million, we had a 99.92% inerest in Comcel,

Conxel's network uses GSM and TDMA technology and covers approximately 79% of Colombia’s
population. In late 2003, Comeel complered the overlay of a GSM network and can now offer GSM services
nationwide. At December 31, 2004, Camoel had approximately 5.8 million snbscribers, compared to 3.7 million
subscribers at December 31, 2003, and believed it had a 56.5% share of the wirless market.

Comcel offers basic cellular service through a variety of rate plans and also offers prepaid service. Prepaid
customers represented 75.4% of Comcel's total subscribers as of December 31, 2004. Purchasers of Comeel’s
“Amigo” kit for prepaid service receive a cellular phone together with airtime included, enabling the customer to
activate wireless service without contracts, monthly fees or credit checks. Comoel markets its services through
independent local distributors and a direct sales force. In addition, Comoel and its distributars have arrangements
with various supermarkets for the distribution of all of Comeel"s basic services and products as well as the
provision of technical service and assistance. The Amigo prepaid card is available in mor than 90,000 locations
nationwitde. Comoel's strategy is to cootinue to expand its custorner base through the build-out of its network.

In each of the three regions of Colombia, we compete with Telefénica Mbviles (which bought the BellSouth
properties in Colombia in 2004) and Colombia M6vil, a consorthumn of twe Colombian public-sector, fixed-line
operators. Colombia Mévil started nationwide commercial operations io November 2003. Comcel also competes
with traditional fixed-line telephone service operators. In addition, Comcel faces competition from ahermative
witeless services, including mobile radio and paging services, rural wirless operators and trunking services.
These competing wireless services are widely used in Colombia as a substitoke for fixed-line services.

In 2004, as part of an internal reorganization, we merged all our operating subsidiaries ia Colombia into
Comeel.

The Ministry of Communications of Colombia and the Telecommunications Regulation Commission are
responsible for regulating and overseeing the telecommunications sector, including celhilar operations. The
Misistry of Communications, which graned the cellular concessions in 1994, supervises and audits the
performances of the concessionaires’ legal and contractual obligations. The activities of Comcel are also

. supervised by the Colombian Superinendency of Indusiry and Commerce, which enforces antitrast regulstions,

promotes free competition in the marketplace and protects consumer rights.

Conxel holds ten-year concessions, acquired in 1994, to provide wireless telecommunications services in
the eastern, western and Caribbean regions of Colombia. Under the terms of the concessions, each of Comeel is
required to make guarterly royaity paymeats to the Ministry of Communications based en its revenues. Under the
terms of an agreement entered into in March 2004, the Ministry of Communications has agreed to repew
Comcel's concessions through 2014.

Ecuador (Conecel)

Consorcio Ecuatoriano de Telecomamicacianes, S.A. CONECEL (Conecel) is a wireless
tele commenications operator in Eauzdor. We acquired a 60% inkerest in Conecel in March 2000 and gave the
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other investors certain rights to sell us their shares. In April 2002, the other investors exercised their first put
rights, and we paid approximately U.5.570.3 million to increase our interest to 80.6%. In July 2003, we scquired
the remaining inwrests in Copece! for an identical amount, increasing our interest in Conecel to 100%.

At December 31, 2004, Conecel had approximately 2.3 million subscribers, compared to approximately 1.5
miliion at December 31, 2003, representing a 65 4% share of the Ecuadarian wireless market. Prepaid customers
wepresented 91.2% of Conecel’s total subscribers as of December 31, 2004,

Conecel owns and operates a cellular network that uses TDMA digital 1 chnology, and in May 2003, it
launched a new GSM network. The two networks cover the same areas, which account for approximately 93% of
Ecuador’s population. Conecel is focusing its commercial and marketing efforts towards encouraging use of
GSM technology by pew subscribers and existing subscribers renewing their contracts and expects GSM to
become its principal wireless technology within the next five to ten years,

Conecel"s principal competitar is Telefdnica Mévikes, which following the purchase of the Bell South
properties in Ecuador in 2004 offers wirless local, national and inernational long-distance and public telephone
services in Ecuador.

Conecel is subject to regulation from:

+  the National Telecommunications Counsel (Consejo Nacional de Telecomumicaciones. ot Conatel),
which is responsible for palicy-making in the ®lecommunications area;

*  the Nabional Telecommamnications Secretaria (Secretaria Nacional de Telecomunicaciones), which is
responsible for executing Conatel’s resolutions; and

¢ the Telecommunications Agency (Superintendencia de Tel icaciones), which monitors the use of
authorized fie quencies and compliance with concession provisions.

Conecel holds nationwide concessions, which have been fully paid, to operae its wireless network on the
800 megnbertz (Band A} radio spectrum. These include a concession for cellular elephone service that expires in
2008, and concessions for data transmission and Internet services that expire in 2017.

United States (TracFone)

TracFone Wireless, Inc. is engaged in the sale and distribotion of prepaid wireless service and wireless
phones throughout the United States, Poerto Rico and the U.S. Virgin lslands. We own 98.2% of the capital stock
of TracFone. We first acquired a controlling inerest in TracFone in February 1999,

TracFone currently offers its prepaid wireless service and wireless handsets throughout the United Staves
using an extensive distribution netwark. At December 31, 2004, TracFone had approxirmately 4.4 million
subscribers, all of which are prepaid subscribers, and is cne of the three largest operators in the U.S. prepaid
cellular market. TracFooe' s subscriber base increased by appraximately 49% in 2004.

TracFone does not own any wireless telecommumications facilities or hold any licenses. Instead, it purchases
airtime through agreements with approximately 40 wireless service providers and resells airtime to customers.
Through these agreements, TracFone has a nationwide network covering virtually all areas in which wireless
services are available. Customer usage is monitored using patemed, proprietary software installed in each phooe
TracFore sells, and TracFone provides customer service and manages custotners as though it were a network-
based carries. TracFone bas emered into agreements with Nokia and Motorola to enable them to include
TracFone’s software in various handsets they produce. TracFone’s business model does not require any
significant recurring capital expenditures. TracFone sells bandsets through a variety of U.S. retail stores and sells
its prepaid airtime through a lage number of independent mtailers throughout the United States.
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TracFone competes with the major U.S. wireless operators and other mobile vinualmmorkopemm
TracFone expects that many of these entities will increase their focus on prepaid wireless services in the fiture.
TracFone is subject to the jurisdictian of the U.S, Federnl Communications Commission, or “FCC,” and to U.S.
tele comawmications laws and regulations. TracFone is not required o procure licenses o carry oat its business.

AM Wireless Uruguay

In June 2004, we acquired a 20-year license t operate three broad-band PCS frequencies in Urngnay at a
cost 17.5.$13.6 million. We began providing wireless services in Uruguay in December 2004, through AM
Wireless Uruguay, a subsidiary of CTL AM Wireless Uruguay uses GSM technology to provide service 10 its
custorper base. As of December 31, 2004, AM Wireless Uruguay had approximately 5,000 wirele ss subscribers.

Other

1n March 2005, we paid U.5.$21.1 million in 2 government anction for a 20-year licerse (o provide
mationwide wireless services in Peru, and in May 2005, we reached an agreement with Hutchison
Tele communications International Ltd. to purchase for U.S.$25 million its wireless operations in Paraguay,
which operase under the brand name “Porthable.” thabkopunmsaGSMnelwo&mdhaul% share of the
Paraguayan wireless market. The closing of the Porthable acquisition is subject to various conditions, including
receipt of regulatory authorizations.
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OTHER INVESTMENTS

©Our principal inve stments in affiliates other than owr subsidiaries are described below. Financial information
provided for these affiliates has been prepared in accardance with local accounting principles and restated in
constant pesos as of December 3 1, 2004, We can give no assurance as to the extent, timing or cost of futare
international investments, and such investrments may involve risks to which we have not previously been
exposed.

Techtel (Argentina)
Pursiant to the February 2002 recrganization of Telecom Americas, we acquired a 60% intere st in Techel-

' LMDS Comunicaciones Interactivas, S.A., which operates 8 Jocal multipoint distribution services (LMDS) and

fiber optic network in Argentina, providing voice, data and video transfer services and other rlated
telecommumications services. LMDS is a wireless broadband echnology that uses radio signals to transmit woice,
video and data, Techtel began providing long-distance fixed-line voice services and call ceater support in
December 2000 and launched local fixed-tine voice services in Angust 2001. In April 2004, we so0ld our interests
in Techel to Telmex. See “Related Party Transactions™ ander Bem 7.

Telstar (Uroguay)

We acquired a majority interest in Telstar S.A. pursuant to the February 2002 reorganization of Telecom
Americas. Telstsr has compleied an LMDS 7k to provide data transmission services in Moo video,
Uruguay. In April 2004, we sold our interests in Telstar to Telmex. See "Related Party Transactions” under
Item 7. :

U.S. Commercial Corp—CompUSA

‘We acquired a 49% interest in CompUSA. Inc. in March 2000. In December 2003, as a result of a series of
tansactions, we exchanged oar 49% interest in CompUSA for a 29.7% inerest in US Commercial Corp,, S.A. de
C.V. and Ps. 189 million. U.S. Commercial Corp. is a Mexican company with shams listed on the Mexican stock
exchange. s principal asset is 100% of the shares of CompUSA. We mcorded a Juss of Ps. 293 million on the
transaction. In 2004, we reclassified our investment in U.S. Commercial Corp. as available for sale. The
controiling shareholder of US Commercial Corp. is an affilime of América Telecom, otr controlling shareholder.
See “Related Party Transactions™ under item 7.

CompUSA is a provider of technology solutions and a retailer of personal compating equipment, based in
Dallas, Texas, and operates a mumber of CompUSA Compuer Superstos throughont the Unied States.
CompUSA competes with a variety of resellers of personal compuners and related products and services,
including large format compuser retailers, Internet-based retailers, manufacturers and distributors that sell
directly to the poblic, and other personal computer retailers. In addition, CompUSA has nurperous competitors in
its training and technical service businesses.

Telvista

We own an indirect 45.0% interest in Telvista, which we acquired in June 2001 from Technology and
Internet Holding Co., 2 compeny in which we, Teimex and Grupo Carso have a joint interest. Telvistais a
Delaware corporation that operates call centers in the United Stawes.
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CAPITAL EXPENIITURES
Fhe following table sets farth our consobidawed capital expenditums for each year in the thire-year period
endsd December 31, 2004,

Your entus Decsrer 31,
N

ilicns of n:m of

(milicos of o 2:-::
Trmmndunbngem“...,.....“ ................. Px. 9,866 m:.:m 20,175
T PPN 1,968 2070 2.0
Teulupiﬂexpmdms........x........ﬂ.................. Pl EM Pid 3 Pd24317

Our capital expendinanes chrring 2004 selated primarily to the roliout of & new GEM network in Argenting
angd the espamsion af GSM coverage in Mexico and Brazil We have badgeted oapital expendiitae s of
spprosimarly U.S32.4 billion for the year ending December 31, 2005, but this budgeted amonnt could change
nnmh&wummmmhm;&mm-mm@wmmmb
tuild or expand petworks in Pero or Paragoey ocin with any kition thet we naxy decide to
mWemMnWwdhdeyusmmbhﬂannm
over the next three yeon. This estimate is polintinary, end we bave 20t yet deemined how this ssount would
te allocated among periads. We s zpect that oux capita] expenditurs duriag 2005 will pimaily miste to the
Wudw&qdmﬂﬂmﬁ&%ewnwvﬁm&yﬁ%dmmw
capital expend in South America, 32% io Nouth A Mexico) and 13% i Central Amevica.
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{tem 8. Operating and Financial Review and Prospects

The following discussion should be read in conjunction with our andited ¢ fidated financial sta
and the noes thereto included in this annual repor. Our financial sunements have been prepared in accordance
with Mexican GAAP, which differs in certain respects from U.S. GAAP. Noe 22 to the audited consolidated
financial statements provides a description of the principal differences between Mexican GAAP and U.S. GAAP,
as they mlate to us, a reconciliation to U.S. GAAP of operating incomne, net income and total stockholders' eqguity
and a condenzed staement of cash flows under U.S. GAAP.

Pursuant to Mexican GAAP, in our financisl staements:

*  nponmonetary assets (including plant, property and equipment of Mexican origin) and stockholders®
equity are restated for inflation based on the Mexican National Consumer Price Index; plant, property
and equipment of non-Mexican origin are restaed based on the rak of inflation in the country of origin
and converted into Mexican pesos using the prevailing exchange raw at the balance sheet date;

*»  gains and losses in purchasing power from holding monetary liabfities or assets are recognized in
income: and i
«  all amounts are restated in constant pesos as of December 31, 2004.

The following discussion analyzes certain operating data, such as average revenues per subscriber (also
referred to as “ARPUSs"), average mimutes of use per subscriber (also refersed to as average “MOUs" per
subscriber) and churn rae, that is not included in our financial statements. We cakulak ARPUSs for a givea
period by dividing service revenues for such period by the average number of subscribers for such period. The
figure includes both prepaid and postpaid customers. We calculate churn rate as the total number of customer
deactivations for a period divided by the sverage total subscribers for such period.

We provide this operating data because it is regularly reviewed by management and becanse management
believes it is useful in evaluating our performance fram period to period. We believe that presenting information
shout ARPUs and MOUS is useful in assessing the usage and accepiance of our products and services. and that
presenting churn rak is useful in assessing our ability to retain subscribers. This sdditional operating information
may not be uniformly defined by our competitors. Accordingly, this additional operating information may not be
camparable with similasly tited measures and disclosures by other companies.

We count our wireless subscribers by the number of lines activated, We continue to count post-paid
subscribers for the length of their contracts. We continue to count prepaid subscribers for so long as they
contime 1o use our service, and then for a prescribed period of time thereafier, which differs according to the
particular market. When s subscriber voluntarily disconnects his service, or there is a payment default, the
subscriber is cancelled or “churned.” and we no longer count the subscriber. We calcula® our subscriber market
sham by dividing our own subscriber figures into the total market subscriber figures periodically reported by the
wgulatcey authorities in the markets in which we operate. We understand that these regulatory authorities
compile total market subscriter figures based on subscriber figures provided o them by market participants, and
we do not independently verify these figures.

Overview
Trends in Operating Results .

We have experienced significant growth in our operating revenues (49.1% in 2004 and 43.9% in 2003) and
operating income (24.4% i 2004 and 38.4% in 2003) in recent years. Besides acquisitions, the principal factors
affecting our operating revenues and operating income relate to prowth in subscribers and wraffic. Traffic can
grow as a result of increased usage by existing customers or as a result of subscriber growth or both. We have
generally experienced both i d usage and subscriber growth in recent periods. Due to competitive
pressures, we have not increased prices in recent periods. :
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At December 31, 2004, we had approximately 61.1 million wireless subscribers, as compared to 43.9
million at December 31, 2003, a 39.3% increase. Subscriber growth during 2004 was substantially stiribatable to
organic growth by our existing subsidiaries rather than acquisitions. During 2003, we experienced a 12.1 million
o1 38.4% increase in wireless subscribers, but almost one third of that increase was atributable to acquisitions of
operating commpanies.

We believe that the markets we serve provide oppormities for contintied growth, and as subscribers and
traffic increase, we penerally expect to report higher revenue and opernting income (before depreciation and
amortization) as a resubt of economies of scale, These effects can be partly or wholly offset, however, by the
effects of competition on prices and on subscriber acquisition costs, Our operating margins, particularly in
certain geographic segments, have ended to decline during periods of accelerated subscriber growth because of
the costs of acquiring new subscribers, which include subsidies for equipment purchases and activation
comymissiens. Each of our marke1s has different competitive and economic conditioas. The market and
competitive conditions are independent in the different markets in which we operate, and they mre someiimes
subject to rapid change.

Effects of Recent Acquisitions

During the last three years, we acquired a total of nine companies throughout Latin America. The
consolidation of these companies affects the comparability of our rcent results. We recorded all of thee
acquisitions using the purchase method, and the results of each acquired company were cansolidaed in our

financial statements as from the month following tbe consummation of its acquisition. Onr andied consolidated
financial statements ®flect the consolidation of these companies as follows:

¢ Comcel (a8 from February 2002);

*  Telecom Americas (as from Jaly 2002);

*  Celcaribe ¢as from February 2003);

¢ BSE (as from May 2003);

* CTE (as from November 2003),

* CTI (as fram November 2003);

*  BCP (a5 from December 2003);

*  Sercom Honduras (as from July 2004); and

+ ENITEL (as from August 2004),

Prioc to the consolidation of Comcel and Telecom Americas in 2002, our 2002 sudied consolidated

financial statements reflecied their net results under the equity method. We acquired control of Comeel in
February 2002, and of Telecom Americas in July 2002,
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The following table sets forth the full-year rvemues of the companies acquired during the last three years in
millions of constant pesos as of December 31, 2004, as well as the p tage of those re that are included
in our consolidated revenues. The table does not include results of these companies for years prior to the year
during which we consummated the e spective acquisitions. Revenves for periods prior to the date oo which we
aciuired these companies are not reflected in our andited consolidated financial statements.

Annal Revenoes
% ] %

2002 consolidsted 2003 d 2004 comsolidated
Comeel(]) ..........ooiiiiiiats PsA4,525 916% Psh069 100.0% Ps.9,338 100.0%
Telkecom Americas(2) .........oouves 7397 458 11,989 100.0 22,988 100.0
Celcaribe ..........c0iivenn sheen — —_ 571 ns 908 100.0
N — — 2,364 70.0 2,703 100.0
L Iy —_ — 4,461 19.0 4,720 100.0
0 1Y I — — 2840 19.8 5,573 100.0
BCP . iiiiiiiiir e — — 5223 9.0 4,946 100.0
Sercom Honduras ............00 il — —_ - — 474 65.0
ENITEL ..., . cciiieniiennnneans — — — _ 1686 - 438

(1) Includes Celcaribe (as from February 2003).
(2) Includes BSE (as from February 2003) and BCP (as from December 2003).

The camparability of our results during the periods discussed below is particularly affected by our 2003
acquisitions. As a result of the acquisitions, we obtained 4.2 million new wireless subscribers during 2003,
representing approximately 35% of our subscriber growth during 2003. The most significant of the 2003
acquisitions were consummated during the last quaner of 2003. As a result. our 2003 finencial stalements anly
include the results of these acquired companies for a lirnited mumber of months, whereas our 2004 financial
statesments nclude them for the full year.

Geographic Segments )
We have operatians in ele ven countries, which are grouped for financial reporting purposes in nine

" geogrephic segments. Segment information is presested in Now 21 to our audited consolidaed financial

statements incheded in this ennmal report. Mexico has traditionally been our principal geographic market,
accounting for 52.6% of our total operating reveries in 2004 and 47.2% of our total wireless subscribers at
December 31, 2004. The percentage of our total operating fevenues representexd by Mexico has decreased in
recent periods {71.0% in 2002 and 61.0% in 2003) principally as a s sult of acquisithons outside Mexico. We
expect Mexico to remain our principal geographic market in the near future but expect that our non-Mexican
operations wifl continue to grow in importance. During 2004, we experienced faster subscriber prowth from oar
non-Mexican operations than from cur Mexican operations. We believe thisreflects to a lzge extent the
economic recovery in South America during recent years.
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Bmdlsomsemxdmonlmpwmtmublmlemsof-: and subscribers, ac ting for 17.1 @ of
our total operating revenues in 2004 and 22.3% of our total wireless subscribers ot December 3! 2004. We have
made significant investments in Brazil in recent periods, through acquisitions and expansions of our networks,
and the importance of our Brazilian operations has increased significamly with respect to our ovenali results. The
tobie below sets forth the percentage of our revenues and toml wireless subscribers represened by each of our
operating segments for the periods indicated.

2002 2003 88
% % % (3
Revenwes Subscribers(f) R bscribersl} Subsacriberst 1)

— 1.0% 32% 4.1% 5.9%
164% 133 217 17.1 2.3
2.0 65 20 53 2.1
8.9 6.7 8.4 6.9 9.5
29 32 as 32 s
— 09 05 3.5 0.8
635 610 534 526 472
6.3 73 6.7 6.6 .72
_ - 0.7 07 1.1

(1) As of December 31.
(2) Includes Sercom Nicaragua.
(3) Includes Bonduras, ngtm(ENﬂ'ﬂ.)andUmguay

Our subsidizries report significantly different operating margins, with Mexico, Central America and
Ecuador showing margins higher than or simitar %o our consolidated operating margin in 2004 and the remainder
showing lower margins o, in the case of Argentina and Brazil, operating losses.

The factors that drive financial performance candlfﬁrfaouroperabulsmdlﬁemmmaﬁpmnﬁng

~ on the business model, compettive simation, regulatery environment, economic factors, capital expenditures

require ments, debt profile and many other factors. Accordingly, oar results of operaticns in each period reflect a

combinstion of different effects in the different countries.

Effects of Economic Conditions and Exchange Rates

Our rsults of operations are aflected by economic conditions in Mexico, Brazil and in the other countries in
which we operage. In periods of slow economic growth, demand for telecommumications services ®ends to be
adversely afiecied.

Our msults of operations are also affecied by chanpes in cuwrrency exchange rates. Changes in the value of
the various operating cunencies of our subsidianies against the U S. dollar may result in exchange Josses or gains
on our pet U.S. dollar-denominated indebtedne ss and accounts payable. We recorded a foreign exchange gain of
Ps. 2,444 million in 2004, principally as a result of the appreciation of the Brazilian real and the Colombian peso
relative to the U.S. dollar. We also reported a foreign exchange gain in 2003 (Ps. 1,425 million), but mpored a
foreign exchange loss (Ps. 1,606 million) in 2002. Foreign exchange results have had and may continue to have
&n important effect on our net income.

In addition, cunrency fluctuations between the Mexican peso and the currencies of our non-Mexican
subsidiaries affect our resuits of operations as reported in MexXican pesos. Our non-Mexican subsidiaries and
affilistes accoumted for approximately 47.4% of our 2004 operating revenuves and 65% of our year-end 2004
assets, as compared to 39% and 65%. respectively, in 2003.

We mcord manetary gains or losses reflecting the efiects of inflation on our net manetary assets or
tiabilitie s. During the past three years, our monetary liabilities bave exceeded owr monetary assets, and as a
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result, we have reported net gains from monetary position. Our levels of net monetary liabilities and inflation
have been relatively stable during the lzst three years, and accardingly, our gains from monetary position have
not fuctuated significantly from year w year. This may change, however, if inflation or our lewvel of pet monetary
liabilities fluctuates significantly in the futare.

Composition of Operating Revenues

Most of our operating revenves (82.2% in 2004) come from the sale of airtime and other services. Of our
service revenues, the larpest portien is from usage charges, which inchude sirtime charges for outgoing calls and
interconnection charges billed to other service providers for calls completed on our network. The primary driver
of usage charges is traffic, which, in tamn, is driven by the number of customers and by their average usage.
Postpaid customers geperally hawe an allotmeat of sirtime each month for which they are not required to pay
usape charges. Service revenues also include (1) monthly sebscription charges paid by postpaid customers, (2)
long-distance charges and (3) charges far other services, such as roaming, call forwarding, call waiting, call
blocking and short text me ssaging.

Revenues from sales of prepaid services are deferred and recognized as airtime is used or when it expires,
and are included under usage charges. For postpaid service, monthly fees aze billed in the month prior to service,
and are deferred and recognized in the month that service is provided. Revennes from airtime used by postpaid
subscribers above the amount coversd by their monthly fees are recognized as airtime is used.

We also have mles revenues from selling handsets and other equipment. Most of our new subscribers
puschase a bandset, and although we also sell new handsets to existing customers, changes in sales re are
driven primarily by the ber of new The pricing of handsets is not geared primarily to making a
profit from hapdset sales, because it also takes account of the service e venues that are expecied to result wien
the handset is used.

Searonality of our Business

Our business has been subject to a certzin degree of seasonality, characerized by a higher number of new
clients during the fourth quarter of each year. Webeiwveth:sudnvenby\hedmsmxdqpmgm

Conwolidated Results of Operntions

The discussion below inchades the results of our transactions with affilistes, inchuding Telmex. Affiliate
gransaction information is presen®ed in Note 16 o our audbed consolidated financial statements included in this
annual report.

Operating Revenues
Operating revemues increased by 49.1% in 2004 and by 43.9% in 2003. The Ps. 44,345 million increase in
revenues in 2004 wflects principally subscriber growth, as well as acquisitions. We experienced subscriber
growth in all of our markets during 2004. The rawe of subscriber growth in Mexico during 2004 (23.1%) was
lower than that in the xestofonrptmc:palmrkeu refiecting higher overall penetration in the Mexican cellular
market by Telcel and its competitors.

We made imporant acquisitions during the second half of 2003 {CTE, CT1and BCP). These comparies
wer nol consolidated until the Latter pan of 2003. if the companies acquired during 2003 had been consolidaied
for the full year 2003, we estimate that our revenue growth far 2004 would hsve been approximately 32%.

In 2004, and to a lesser extent in 2003, we lowered the effective price of our services in some of aur
markets. This contribuied to our ability to attract new subscribers and to an increase in usage, but had an sdverse
impact on average mvenues per subscriber in some of our markets. For example, in Mexico, average MOUs per
subscriber increased by 22.2% in 2004, while ARPUs increased by only 4.3%.
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Service re venves accounted for Ps, 33,016 million of the Ps. 44.345 million increase in operating revenues
in 2004. This represents a 42 5% increase in service revenues between 2003 and 2004. We have seen an increase
in revenues from data-services, such as SMS messaging, and other valne-added services. Revenues from other
services increased by 84% in 2004 to Ps. 11,611 million, and as a percentage of service revennes increased to
10.4% in 2004 from 8.1% in 2003.

The increase in operating revenues in 2004 incledes a Px. 11,230 million, or 89.2%, incease in equipment
evemes reflecting subscriber growth and the migration of customers to GSM services. Subscribers need to
purchase a new handset in order to migrate to GSM. Equipment revenues as a percentage of total revenues
increased from 14.0% in 2003 to 17.8% in 2004.

In 2003, our operating revemues inceeased by Ps. 27,558 million, or 43.9% compared o 2002. This increase
reflects organic growth in all of our geographic segments, the consolidation of the results of the five companies
acquired during 2003, which accounted for approximately 15% of the increas, and the full-year consolidation of
the results of Telecom Americas and Cotncel, which also accounted for approzimately 15% of the increase.

Operating Costs and Expenses
Cost of services and equipmens—Cost of services and equipment represented 48.5% of operating revenues
in 2004, 43.6% of operating revenves in 2003 and 42.5% of operating revenues in 2002, Cost of services and
equipment incoeased by 66.0% in 2004 and by 47.6% in 2003, This increase in 2004 mflects primarily increased
subscriber acquisition costs, particularly equipment costs. Our organic subscriber growth greatly accelerated
during 2004. This impacts our margins since we incur costs, such as equipment subsidies, activation
commissions and marketing expenses, when we acquin new subscribers.

Cost of equipmest was Ps. 39,007 million in 2004, and primarily represents the cost of handsets sold to
sobscribers. The 92.1% increase in equipment costs in 2004 slightly ontpaced the 89.2% increase inequipment
= vermes for the same period. This mflects our practice of subsidizing the cost of equipment for new subscribers.
Cost of equipment increased by 59.5% in 2003 as compared to 2002, and equipment 1evenues increased 67.7%
for the same period. We have cemralized o equipment purchases, which has helped us cantain e quipment unit
costs in recent periods.

Cost of services increased by 37.5% in 2004, to Ps. 26.409 million. This increase in cost of services was
slower than the growth in service revenues, which increased by 42.5% in 2004. These costs have increased more
slowly than our service revenues becanse of increasing scale, cost control measares and higher usage of GSM
services. Cost of services increased by 36.7% in 2003 as compared to 2002. )

Commercial, administrarive and general—Commercinl, administrative and general expenses represented
20.2% of operating revenues in 2004, 19.3% of operating s venues in 2003 and 21.3% of operating revenues in
2002. On an absolute basis, commercial, adrinistrative and general expenses increased by 55.7% in 2004 and
30.6% in 2003. Notwithstanding our cost control measures and increasing scale, these e xpenses outpaced revenuve
growth in 2004 due to incre ased subscriber acquisition costs, including commissions and marketing expenses.

Depreciarion and amordzarion—Depreciation and amortization represeried 13.8% of operating revenues in
2004 and 16.1% of operating revenues in 2003. Depreciation and amartization increased by 27.4% in 2004 and
by 61.3% in 2003. Apart from the consolidation of our acquired companies in 2003, the increases in depreciation
and amortization in 2004 and 2003 reflect the substantial investments made in our networks, particularly in
connection with the launch of GSM services in Mexico, Brazil, Argentina, Colombia, Ecuador, Guatemala and
elsewher.

Under a recent change in Mexican GAAP, we will no loager amortize goodwill beginning in 2005. In 2004,
the amortization of goodwill was Ps. 1,100 million.
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Operating Income
Operating income increased by 24.4% in 2004 and 38.4% in 2003, reflecting principally the growth in our
operating revemes. With the exception of Telecom Americas and CTI, all of our subsidianies reported operating
income in 2004, In 2003, all of onr subsidiaries other than Telecom Americas reported operating income.

Operating margin (operating income as a percentage of operating revenues) was 17.4% in 2004, 20.9% in
2003 and 21.7% in 2002 The significant increases in our cost of equipment and our commercial, administrative
and general expenses {as explained above) caused our operating margin to dectease in 2004. The decrease in our
operating margin in 2003 resubed primarily from the significant increase in our depreciation and amortization
expenses during that year.

Comprehessive Finanding (Income) Cost

Under Mexican GAAP, comprehensive financing cost reflects inerest income, interest expease, foreign
exchange gain or loss, gaim or loss attributable to the effects of inflation on mevetary assets and lizbilities, and
other financing costs.

We had comprebensive financing income of Pz. 1,908 million in 2004 and Ps. 2,234 million in 2003 and
comprehensive financing cost of Ps. 1,076 million in 2002. The decrease in comprehensive financing income
between 2004 and 2003 reflects increases in pet interest and other financial expenses, which were partially offset
by hipher foreign exchange pains and gains from monetary position. The change between 2003 and 2002 reflects
a combination of factors—principally, a foreign exchange gain in 2003 as opposed to a foreign exchange loss in
2002 and a decline in other financing costs.

For 2004 and 2003, changes in the components of comprebensive financing cost were as follows:
+ In 2004 and 2003, we had interest income of Ps. 2,316 million and Ps. 2,506 million, respectively.

* In 2004 and 2003, we had interest expense of Ps. 4,584 million and Ps. 3,971 milion, respectively. The
increase was primarily a result of a higher percentage of our total average debt represented by longer-
term debt, fixed rale debt and noo-U.S. dollar-denominated variable rae debt in 2004 as compared to
2008.

* We had a foreign exchange gain of Ps. 2444 million in 2004, as compared to a gain of Ps. 1,425 million
in 2003. The foreign exchange gain in 2004 was primarity dve to the appreciation of the Brazilian real
and the Colombian peso relative to the U.S. dollar, whereas the gaia in 2003 was principally attributable
to the appreciation of the Brazilisn real relative to the U.S. dollar. During both 2004 and 2003, the
Mexican peso deprciated against the U.S. dollar, afben at a higher rate in 2003 than in 2004. Our
foreign exchange results are determined on the basis of the exchange exposures faced by our different
operating cunencies agamst the U.S. dollar, and not just on the basis of changes between the Mexican
peso and the U.S. dollar. During 2002, we reported a foreign exchange loss of Ps. 1,606 miltion mainly
as a resuh of the depreciation of the Mexican peso and the Brazilian real relative 1o the U.S, dollar.

+  Since 2002, our average monetary lisbilitie s have exceeded our average monetary assets, resulting in net
gains from mopetary position. The increase in net gain from monetary position of Ps. 479 million to
Pa. 2.952 million during 2004 resulted primarily from en increase in our average level of net manetary
lisbilities. .

+  We reported a net other financing cost of Ps. 1,210 million in 2004 and of Ps. 199 million in 2003, Net
other financing costs include commissions, fair-value gains and losses on investments, and gains and
losses on the sale of investments. Our net financing costs in 2004 are principally atributable to a
combination of factors, including conmmissions paid in connection with our offerings of semior notes and
fair valve losses. '
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Income Tax and Empioyee Profi+-Sharing

The statutory rate of Me xican corposate income tax was 33% in 2004, 34% in 2003 and 35% in 2002. Our
effective rates of provisicns for corporae income tax as a percentage of pretax income were 31.4%, 17.2% and
26.3% for 2004, 2003 and 2002, fespectively. The increase in our effective tax rate in 2004 reflects principaily an
increase in deferred taxes relating mainly to onr operations in Mexico. These deferred taxes recognized in
Mexico were recorded principally in connection with Josses or expenses arising from the sale and leaseback of
telephone plant in December 2004, licensing payments made in respect of onr trademarks and an increase in
inventories. In 2003 and 2002, our efiective tax rake was below the corporaie income inx rate primarily because
our non-Mexican operators reported improved results, and some of them enjoyed bege fits from net loss
carryforwards, The Mexican corporate incorse tax rae is scheduled to decrease to 30% in 2005, 29% in 2006 and

- 28% in 2007.

Teloel, like other Mexican companies, is required by law to pay to its employees, in addition to their agreed
compensation and benefits, profit sharing in an aggre gate amount equal to 10% of Telcel's taxable income. The
amount payable increased by 107% 10 Ps. 540 million in 2004 and increased by 22.6% in 2003.

Equity in Resulbts of Affiliaes

Our proportionate share of the results of equity-method affilistes resutied in et fosses of Ps. 93 million in
2004, Ps. 136 million in 2003 and Ps. 4,386 miltion in 2002. The net losses in 2004 reflect our share of the net
losses eported by Televista. The net losses in 2003 relect principally our share of net losses in CompUSA,
which we reported under the equity method until the exchanpe of our interest in CompUSA for an interest in U.S.
Commercial Corp. in December 2003. The net losses in 2002 resulied primsrily from the impairment of goodwill
rcognized by CompUSA and the losses incumed by Telecom Americas before we began to consolidate it in July
2002.

Other Income (Loss), Net
In 2004, we ded other net & of Ps. 85 million, compared to otber net Joss of Ps. 1,099 million in
2003, The loss in 2003 reflects primarily losses recorded in conmection with the exchange of our interest in
CompUSA for an interest in U.S. Commercial Corp., and cash. See “Relxted Party Transactions” under lem 7.

NetIncome

We had net income of Ps. 16,513 million in 2004, Ps. 15,812 million in 2003, mnd Ps. 5,032 miflion in 2002.
The increase in net income in 2004 principally reflects the increase in revenves, which offset the increase m
operating expenses and income taxes. The increase in net income in 2003 reflected increased revenues and
operating income, as well as improved comprehensive financing incowe and equity in results of affilixtes.

Results of Operatioas by Geographic Segrment

We discoss below the operating results of our subsidiaries that provide telecomnznmication services in our
principal markets. All amounts discussed below are presenied in accordance with Mexican GAAP. Nok 2(g) to
our andited consnlidawed financial stvements included in this annoat report describes bow we transiae the
financial statements of our nos-Mexican subsidiaries. We restaie the financial staements of oar foreign
subsidiaries for inflationary effects using restatement §xctors of the relevant country and then convert foreign
currency amounts into Mexican pesos, using, for items from the stalement of operaticas, the exchange o
between the Mexican peso and the Jocal currency ot the eed of the applicable year. Accordingly, changes in the
rates of inflation in our markets and exchange rate changes beiween the Mexican peso and those currencies cocld
significantly affect reported results in Mexican pesos and the comparability of reported results with those of prior
years. Financia) staeements for 2002 and 2003 ase vestated at constant pesos as of December 31,2004 based an
the annual rake of inflation in Mexico, The data reporied for the year ended December 31, 2003 was estnted in
constant pesos as of December 31, 2004 by applying a factar of 1.0519.
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The following table pets forth the exchange tabe weed to Tote the resaits of our significant nco-Mexican

operstions, as expos med in Mexican pesos per foreign curmacy unit, and the change from the rale used in the
K Yeer.
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2002, even though we did not begin consolidating the results of Telecom Americas until July 2002 (except for
ourequity in the net results of Telecom Americas). In addition, the 2003 resuits include BSE from May 2003 and
BCP from Decernber 2003. If we had consolidated BCP and BSE for the full year 2003, our operating revenues
in 2004 woald have increased by 29.3%. Approximately SO% of the increase in 2003 operating revenues resulted
from the consolidation of BSE and BCP.

Apart from acquisitions. the increases in operating revenues in 2004 and 2003 were atributable primarily to
subscriber growth. In addition, the relative appreciation of the Brazilian real against the Mexican peso in 2004
compared to 2003 contributed to the increase in operating revenues in 2004, accounting for approximately 10%
of the inaease. In 2004, the oumber of Telecom Americas subscribers increased by 4.1 million subscribers, to
appraximately 13,7 million subscribers. In 2003, the number of Telecom Americas subscribers increased by 4.3
miilion subscribers, to approximately 9.5 million subscribers. Of the increase in subscribers in 2003,
approximately 1.6 million resulted from organic growth and approximstely 2.7 miilion from the acquisition of
BCP and BSE. Average monthly MOUs per subscriber increased by 7.7% in 2004 (reversing a slight decline in
2003), while ARPUs declined by 16.85% in 2004 and we experienced an increase in our chum rate, from 2.3% in
2003 to 2.7% in 2004. The decline in ARPUs during 2004 was primerily attributable to subscriber growth, a
change in the accounting for interconnection fees and Jower revenues per subscriber from long-distance services.
New subscribers generally generate lower average revenues than existing subscribers as a result of traffic
subsidies and lower usage. As from July 2003, as a msult of new regulations in Brazil, we stared recognizing
interconnection revenues on » net basis (after deducting intercamnection fees paid to other camriers), whereas
before such date, interconnection revenues were recognized on a gross basis. Also beginning in July 2003,
custemers in Brazil have been able to select their long-distance provider, which bills them directly for the
service, .

Telecom Americas reported an operating loss of Ps. 6,580 million in 2004, as compared to a Pi. 2,245
million cperating foss in 2003. The increased operating loss in 2004 reflects higher subscriber acquisition costs.
High subscriber acquisition costs msulting from rapid subscriber growth and competition continue to adversely

impact our margins in Brazil.

Argentina

We began consolidating the results of CTI in November 2003, such 8wt our andited consolidated financial
statements do not @ flect revenues or operating incore from Argentina prior to that date. To measure the
opemmgperfmmameofmwewmmmmopemungmmsandqungnm for contimiing
operations using its fall-year 2003 results. On that basis, CTT's operating revenves from cantinuing operations
increased by 96 2% in 2004, The inciease in 2004 was attributable primarily 10 subscriber growth. In 2004, the
number of CT1 subscribers increased by 2.2 million subscribers, to approximately 3.6 miilion subscribers.
Average monthly MOUs per subscriber increased by 132% in 2004 compared to 2003, while ARPUS dechined
by 11.5% during the same period, and we experienced an increase in our churn rate, from 1.5% in 2003 to 2.0%
in 2004, The decline in ARPUs in 2004 principally flects subscriber growth, New subscribers generally
generate lower average revennes than existing sabscribers as a result of traffic subsidies and lower usage.

CTl reported an operating loss of Ps, 403 million in 2004, as compared to operating income in 2008 of
Ps. 712 million. The operating loss in 2004 resulted principally from higher subscriber acquisition costs.

Central America—Guatemala (Telgua) and Sercom Nicaragua

Opetmgmmmlfmﬁ!gnnmdmNmmmmmdbym}%mmmdbyzz.s‘!mw In
2004, the number of wireless subscribers for Telgua and Sercom Nicaragua increased by $7.3%, to
approximately 1.5 million, and the numbes of fixed line subscribers increased to approximately 933 thousand
from 930 thousand as of December 31, 2003, In 2003, the number of wireless subscribers for Telgua and Sexrcom
Nicaragua increased by 54.4%, to approximaiely 970 thousand and the mimber of fixed-ime subscribers
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i dby 15.7%, to approximately 830 thousind. For dhe yoor eaded Decetnber 31, 2004, witeleas sezvices
accouanied for approximately 43.3% of our cperating toveanes for Telgna and Sescom Nicaragua. snd fized-line
and othet services for approximaiety 567 %.

‘Qpezting income for Telgoa vud Sercarn Nicamgi increased by 31.2% in 2004 wnd by 36.5% i 2003. The
mgion’s opetatiag mexgin was 32.9% in 2004 snd 30.1% in 2000. The iaceeane in opersting tnargia is
stitibutable principelly to the fixed line bosiness.

Centrsl Amevico—El Salvaior

wemmmumamumm mch that cur sndite d comsalidated financial
stabrenents donat reflect o frown Bl Sabrad perbthfhn.'!’omtb

Mpﬁmdm“ pate its 3 and of g income for continuag
operstiom using m!nﬂ»pu!@umhﬂnlmh-n.m- perating from continning op
incroased by 5.3% in 2004, The i in 2004 was attributable primarily to mibacriber growth. In 2004, the

iher of CTE wisel ibsccibers & d by 3C2 b d sobecrit to spprozimaiely 518 th d
mibscribors, and the sursher of fixed-line sibacribers i d'by 77 th o mibucribers, to approxicestely 781
thonsmand subscribers. $or the year saded Dy ber 31, 2008, winelens services d far imaiely
n#%dmlmmnﬂmnﬂwmhmwﬂﬁ

CTE noported an operating inoages of Pr. 1,610 mifllion in 2004, & 344% i d o
mdh 1,198 millicn in 2003, CTE"s operating ronrgin wkl%n"mmlmwu
2004 d mlatively sobde m compaed w0 2003,

Colembia
Camcel's operming from comtinuing operations § d by $.9% in 2003 and by 54.4% in 2003,
‘The selative sppaeciation-of the Colanibian peso compazed to the Mexicen pean i 2004 compered 0 2008
ibuled to the & in opeoating in 2004, ting for spproximurty 33% of o i To

sy the incrae in 2003, “mwhmnmuwhmanmu
begin conslidning the remslis of Comoe] uatil Fedwuary 2002,

Apnnﬁunndweﬁem.ibe is i ﬁmmm-Mnd
2008 wm amib patly o subsceib Mﬂmmﬁ.hm&mhrdcm
be cribess i ‘iqﬂ.%w imaiely 5.8 million, and total traffic incrresed by 79%. tn 2003, the
vdemmlﬂnﬂnawmmdhﬂthh-MSthndmlmﬁnm-db]
546%. The lidation of Celearite d for appronimately 25% of Comoels subscxibes growth in 2003.
Tomaed’ s operating mevesue in 2004 benefited from s increns in average MOUs per sabecriber of
approaimately 39.0% sftes emaining wistively flat in 2003. ARPUs (in kaal curtracy) decrened skghfly in
2004 conspared to 2003, end we exprrienced & decrease in our chorn tate, from 3.1% in 2003 10 2.9% in 2004,
“The declize in ARPUs in 2004 priacipally mflects mbscriber growth. New subacsibers graecally g lowes
awmage wvenes than existing subsceibers as o Tesalt of traffic mibsidies and lower nmage.

Comar]'s cpersting income decreamsd by 1.2% in 2008, Comcel’s operating iscome was Pa. 612 million in
2004, Px. @23 million in 2003, xnd $. 267 million in 2002. Caml'lupsllmgnnsnmﬁﬂmm.d
103% in 2005. The deczrame in cperating income doving 2004 weuited from m & acqaixition
coms vesulting from faser subseriber growdh.

Ecuador
CmYlelmﬂhSﬂDﬂume]lm%um The increase in 2004 wm
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2.3 miBion, and there was an increar in 2ot e of 434, In 2003, the bher of Comece subeccib
increased by 66.5%, 0 spprocimemely 1.5 milbon, aod there was 02 increaoe in tota) affic of 35.0%. Boty
ARPUs snd MOUs per subwcriber decreased during 2004, by spproximotely 14.75% (10% in docal currency) und
T%, e spectively. Qx&unmmuﬂﬁml&umswﬂ%um The Jeclive in ARPUS refiects ».

hination of factors, imch ﬁmn%dmﬁunwﬁdww-a
tewilt of an agr with centain s de ini per subscciber woslting
from Jower ion raes and subacrib powth, as well m exchange tate diffcsences. The argotiation of

- interconmection foes with cedais oporstors is angaing, and some operatars axe weking to wdace feos oven fixdher

fram cureat keveh.

Comece T’ s apetaticg mcome was P, 885 million in 2004 snd Px. 577 millicn is 2003, a5 compered 10 2n
opernting Joss of Pa 116 miltion i 2002, Our opersting mergin was 206% in 2004 and 20.2% in 2003.

Uniited States
Toadfte's cperating sevemies i d by 353% in 2004 &ad by £7.3% in 2003. The incream ix operating
tovenves in 2004 wes ettribotsbl priwcipally so subscriber growih md an incream is total traffio. In 2004, e
demmﬂwﬂﬁﬁnow“mwm}nﬂcmﬂh
«.7%. hmlummmmwmmwmmwm
i increased by 50.4%. Althongh sverags MOUs por din2004m d 102003,
mwwmwmnmm-wmwnmlm&nu
incoeased from 4.0% in 200310 4.2% in 2004, This declime in ARFUs in 2004 principally mflcsed the incressing

posticn of Toacfone’s traffic Gt is comyeind of digits) waffic, which graerates loser roveses per mizu $oa
ansiog taffic.

Tﬁm‘lmmmh!!lm‘ﬁuhmwhzwﬂniﬂm,uwﬁhn
mhd?n%ﬂunm“’ fowe’s opersting mergin d fraa 326 in 2003 0 3.5% in
2004, The improved operating mangin principally seflected the i iag portion of Tracfone's waffio that is
aoqr.udclrhphhnﬂb Mlmpﬁﬁlﬁeﬁn.ﬂqmﬁ:
Lispubdity and Capited Ressurces

Capital Reguieonens

Our capital mqui o primardly for the following porposes:

s We nxml make substantial cepital expendizires to conti ding and imp cks iu

e ach coumry in which we opegate. ba 2003 and 2008, nmmhmmﬂ
P 14,3 bilkion in plam, property und equipment. We have budpede d capital expesdivuces for 2005 o be
approsimsely U.5.52.4 billion (P, 27.0bilkion} See “Capital Expenditue o™ under Iern 4

*  Wo pay dividenck, and we also reparcimse our oen sheres from Sme to tize. We paid Pa. 1,572 million
in dividonds in 2004.20d Px. 835 muillion in 2003, end we s> puying dividends queriealy in 2005. We
also spent {inctading comminsions md value-sdded tax g Ps. 12,428 million reparchesiag o own
shmae s in the opea mmchet in 2004 and Ps. 1,025 mit5oa in 2003, Our shaebolders hsve sufcxized
Mm-dmndo»-mmummmuamﬂ
cur ofer cxpital wgiernowts. We hrre made additional repurchases i 2005, Is 8 hasehciders’
‘meeting bedd in Agxil 2005, our sharcdolders teaived to dechne 8 dividend of Pa. 021 peyehare (a
xignificant incseane over e Py, 0.12 Jividend per share doclared in 2004) and snthorieed & Fs. 5,000
milEor incresse tn cur e wrwe for ée cepurchase of sdditianal xhares, therebry ince ming cur seweTve to
Pr 30,000 wilticm.

*  Duriag 2004 end 2003, we spest approzicnetely Pe. 61 bilkion and Pa. 19.1 billica, sespectively. in ander
% aquiite bew campsades and licenves aad incorase cur inderedt in somee of our sbsidiacies.
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*  We gust popay indebibdness ot muturity, aid we may elect 1o repay detn befome nmturity. As explained
below, during 2004 we sefinanced s ignificant portion of oor indebeeduess. Doring 2004, we wsed
Pr 35,405 million to repuy debt, as compured 1o P 20,995 million i 2003.

'nz“‘ ing table izes certain nl bishilitios ax af Deceraber 31, 2004. Owr pracchase
bl end sppeo ximaiedy 65% of cur debt de scribed bekow wre dh izsted in ULS. dolles. The table does
mu&ﬁemwywﬁawm%:

Pupnssia Doty Farkd
Lawitm 1

_Yod  __pew MIpem  ASjunm _1___
T i of ovient pwes axal Dacrabar 33, 2088

c | chligations s of Decersber 31, 2004 :
Equipment lemses ....... . . Pe 4906 Po 851 Pu 1386 P 2659 P —
Reslesse deases . .......ccovnnes 15185 [ &) 6464 2753 413
Langaerm detl ..ovvainiiasasyaniniiaas 59028 2961 S50 wuast 1538
Shorterm debt ... . oaviiiuaainn . 2431 2431 - - —_
Parchese chligations{l) .......... 5JU 4.214 957 — —
b [ N B3R Pal2904 PrA@S5 P26 FPulgsn

1) See discmon bedow.

We have entered into agn s to purch 5 for the expassion of our GBM kx, Total

mmwyahhmdahonmmﬁnmmmibmdmmmpp&upﬂnww
US.$512miffion {Ps. $771 millica). Wemcagaiat o linhility i our f undes these

whes we have tested end socepted the exuip Ourp dligations undes te e ag: -
contingeat on e suppliens’ mpﬁmwhmm mmmmmbyn
Wmmma&uﬁum-mhnﬂnﬂuuh&m we bed no other

= of December 31, 004 Weester intn a somber of mapgly.

¢ vuddber in the oedinary course of busi bez we do aot beliove it sny of those
anmuw. . '
Under wony of our toms sad b K 'We ase roquk ‘mmbmlmhypymuuﬂxb
inue using snch ieww and B Thes: pay dmap eo of grom
d under mch icns and 13 h&md&» wmpbmlpm@-dm

mmdn)&mn&ng%bnmn e o d 10 pay Pa 255 rillion asewslly for
20years.

‘Wo couild hsve opportonities i the futem 0 invest ia other tek ontxide Mexi
especially in Latin Amecics, becxuss we beliove the £k commmications wctor in Latin Amesics will contimue to
undergr comdlidation. We tan give 20 assurence o5 tothe exeat, tiving or cost of such ixvestments. Some of

Capita] Resowces
We g thetantisl £rom our op On o comclidated basia, opersting activities
provided Ps. 37 836 mxillion in 2004 and Pu. 30,545 million in 2003. We were sbie 10 mtiafy oor capital
mmm;manamm Mmmwnﬁﬁndb&wa‘-ﬂeﬂ

quivalents) by whying pncipuily oo - d from operaticms to fond cor capitel e xpenditews.

ta eddition tofunds d from - whw;-dn-humbﬁ-lm-ﬂ
Wlﬁrﬁmﬁﬁamwm&dun hi of fine:

ings from i jonal bunks wad b ings ia the Mexi wmhm-:mhnd
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below, we accessed for the first time the international dollar debt markets, with offerings wtaling U.S.$2.1
biltion, and in December 2004, we established a shelf registration for up to U.S.82.0 billion of debt securities
with the U.S. Securities and Exchange Commission, which we first used in February 2008,

If we seek to raise funds by issuing capital stock, our bylaws require that we issue capital stock of each class
in the same proportion. This would limit cur ability to issoe more L Shares, which are the most liquid class of oar
capital stock, uness we issoe more AA Shares, which are an unlisted class of voting shares currently held only
by América Tekcom and SBCL

Ourstanding Indebtedness

At December 31, 2004, we had total consolidaed indebledness of Ps. 61,460 million, as compared to
Ps. 51,872 million at December 31, 2003. Cash and cash equivalents amounted to Ps. 16,518 million at
December 31, 2004 and Ps. 9,769 million at December 31, 2003. Approximaiely 72% of our inde biedness at
December 31, 2004 was denominated in curencies other than Mexican pesos (approximately 65% in U.S. dollars
and 7% in other currencies, principally in Brazilian reais and Colombian peses), and appreximately 57.3% of our
oconsolidated debt obligations bore irlerest at floating rates.

During 2004, aking advantage of a favorable inlerest rake environment, we refinanced a significamt portion
of our indebtedne ss (including a significant portion of our doflar-denominaied bank financings) with the proceeds
from the offerings of four different tranches of U.S. dollar denominakd senior notes in the imernational capital
markets. The total principal amount of these offerings was U.S.32.1 billion, and approzimately 86% of these
notes bear interest at fixed raes. As a result, we were sble to exiend the averape ife of cur indebtedness at
sttractive rakes. Our ability (o access the intemational debt capital markets on these erms has been largely a
function of the credit ratings given to our debt. As of the date of this annual repont, our dollar-denorpinated senior
notes are rated BBB by Smndard and Poor's Rating Group and A3 by Moody 's Investors Service, which ratings

are generally considered to “invesiment grade” debt with moderate to low credit risk. Adverse economic
cmdmonsofchangmg circumstances sy, however, cazse our ratings to be downgraded. There are only a few
Mexican companies with an in grade rating, and the ability of those companies, including us, to

maintain an investmen grade rating is in large part contingent on Mexico maintxining its inve stment grade rating
which it sttained in 2000. We believe that the new maturity profile of our indebtedness is compatible with our
cash flow generation. and that as a result. we have significantly mitigated our exposure to refinancing risks. Ow
assessment may change in the future as a result of, among other things. changed economic, market or monetary
conditions or new transactions. The weighted average cost of all our third-party deix a1 December 31, 2004
{excluding commissions and reimbursement of certain lenders for Mexican taxes withheld) was approximately
7.05%, as compared to 5.19% at December 31, 2003. This incresse refiects that a higher percentage of our debt at
December 31, 2004 as tompared to December 31, 2003 was represented by longer-erm debt, fixed rawe debe and
non-U.S. dollar denominated variable rate deb, as well as increases in short-term interest rates during 2004,

Our major catepories of indebtedness at December 31, 2004 are az follows:

* U.S. dollar-denominaced senior notes. At December 31, 2004, welndap;xuximzly U.5.$2.1 biltion
(Ps 23,577 million) outstanding under several series of U.S, dotlar-denominated senior notes issved
the intemnational capital markets during 2004:

¢ U.S5.3498 million (Ps. 5,610 million) senior nokes due 2009, bearing interest ot a fixed e of
4.125%

*  US.$795 million (Ps. 8,936 million) senior nokes due 2014, bearing interest a1 a fixed rate of
5.500%:

» US.$500 millice (Ps. 5,632 million) senior notes due 2015, bearing imexst ot a fixed ra®e of
5.750%: and

*  U.5.$300 million (Ps. 3,379 million) seaior notes due 2007. bearing interest at a floating ra® of
LIBOR plus 0.625%.

58



O

)

()

The wnior actes are a3 pusranteed by Telcel and limil owr shility to incur secured debt and prokibi s
from wlling contral of Telcel

o Mexican pesc-d inated nodes. At thee 31, 2004, we had P 13 0 billion in enior note s that
bad been sold in the Mexican capital markets. These seniar soles wese isvued by tw with & guanasiee
from Telrel, between 2002 md 2004, anid hyve verying mturitios, rangizg from 2005 through 2010.
Some bear meseat m fixed rates, wnd others st varishle rates bawed oo Cetes (a3 raie bawe d 0@ the cost of
Mexioan treasuties) or THB (8 Me xican ineshank rate).

. Swm#ﬁnuﬂwﬁmmdwm We have a semmber of
e quipment financing fecifities, wnder which sxport developrnent agpacies provide mupport for frmncing
wmwhmmm%i@:»mﬁmmm
nﬁxpmo&cma;wdmnnumldmm'qu ded tous or to operting
ubeidingies, urually with gu from v or move of Amédos Mévil ar Teleed. The sggegae
.mmmm@mqﬁmmmmnumn.zann-ussﬁs:mm
(P».7 358 wiilbon) We ksve sepaid subetyntially all of this detx doring 2005.

v Bankiooms. At December 31,2004, we bad approximurely U.S.§795 million (Ps. 8,958 million)
cutstanding ander » soxiber of dollar-demominated baok facilities bearing interest st LIBOR ph a
spered. We bave wprid mibsiantislly all of iz dobt during 200S.

»  Sale ond leascbarka, Dhacing 2003 sad 2004, Teloel esiezed into sek snd lesxbeck tanmactions wik
mepoct o s poction of its tedephone plast. At Decemiby 3Lmhmpmmmbn
contmots amounied to P, 4,484 millicn. Py e dne o & moonihd ugh 2008 sad boas
interest ot » vazisbls rwie desed on TIE pha a weead. fn sddition, in Decemb ZGM.C"— 1 d
3010 0 sl and dsancheck toxmaction with respect to & portion of its telephome plant. At Dececober 31,
2004.1eae pay tligaticns ynder the d to ULS $35.6 million (Ps. 401 .0 millioa).
P e due cn s hiy besis theough 2008 and beer isierest at & fixed rule.

s Colowbian peso-demominated notes.  1a 2003 and 2004, Comoel issved Colorabi inated
mnh&h@mﬂmﬁnnm&&anMSLm&w
Jing was Ps.2,12) milfion, The w totes bear intesest at & variable xate based on
hmm@mmmdﬂxm)ﬂanm&cdm-wm-duum

acies am goamaieed by Amscica Ml
» BNDES AmTuMAmlmmWMMMWdM
Banco Nacicasl de Dy odvi Oraiico ¢ Social, or “BNDBS”, the Brazilins fodexal

development bank. Theae loans an principaily denominsted in reais, with a portion indexed o US.
2olinrs. At Dececzber 31, 2004, fhe aggregate prizcipe] emount of these losss was spproximmeely RI250
illion los the oquivalent i weais of spproximately U.8310 million o forcign conacies. Wo bwve

wpaid 0l of this delx duing 2005.
At December 31, 2004, Tedrel had, oo a0 tidated busis, d and ynsubordinged obl
under indebie dsers and guareniees of purent conypany tbeidiary indebie dness of d ‘—PLW

mmwmulmmmwmnuaumm.uum
memmmmmbumummmwm

bid3 had, oo an 4 cbligations under indebedne m axd
guermnres of perent company and subeklisry indebied ¥ 3 hlqzn-ﬂmmsm
million). Iz addition, st December 31, memmmrmumum-d
P 6515 million (T7.8.$605 willion).

On Febaoary 25, 2005, we imoed U.8.51,000 million in princips} wooont of 6¥% senior sotes doe 235,
The e ucies ave guaresteed by Telced and have terow a5 %0 covennsty similar so thame of our ather U7.3. doBar-
denominsted semiar noes. We used the et proceeds from this offering to repay indeboeduess.
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Bl Manegraent
‘We regnlarly s s our interedt cate and maﬂn@mnmﬁ:h&mhbm
therisk iated with th F We vae d o hedge or adgmt our expomres. We

have slso wed decivative instrument s from time to tioe t0 seek o reduce our oosts of fissaciag. Our practices
vary £ tie to time depeading on our judgest of the lewel of risk, e apeclations asto exchaage of igterest
rate movements and the cods of nsing derivative insrumests. %mynqnmgmemmu
modify out peactices et any time. As of Decersher 31, 2004, afier taking imto d
spproaimaely S2.1% of our total detn was efiectively denarrinated in US. dollans and approcioately 35.2% was
efiectively mirpat to osting wates.

As of Decemnber 31, 2004, we hod enired into US. dollarddexi W swaps in respect of
U.8.$65 million of cur torsd U8, dollar-denomimated debt. Under hew mwehweﬁwmelyzq:bwdm
cbligation to mmke payment in 11.5. doflars with s cbligation to moke prymeat in Mexican peson

As.of Decemter 31, 2004, we lnd extered fuso Me xicun peso-U.S . doBar cross cuneacy swaps is respect of
Pe.31,000miThon of our tots) Mexicas peso-dencoinaed debt. Under these swaps we have effectivedy seplaced
mmiomm-umwu‘ﬁumaubmuus dokbrs.

A mibstantin] portion of cur pewo-G d indebtednens bears ivlerest ot flosting rates. We bave eotecerd
intoinerre taw covemge transactions to mduce our e xp to ch in Mexican intewst tates. Specifically,
wmmmm-msvmnMmmﬂmunﬁuﬂm-ﬁmmalm

. fate, an.s actione! stoount in Mo xicas pescs. As of Deceasher 31,2004, the aggregate sotiona] smotset of

domestic iateewt sole swaps was Pr. 5000 millica.

‘We bave also 3 part of cur expr mu&ddh&hhmwnmm The
aggregsee notional smount of U.S. dollar interest xets swaps s of Deceanber 31, 2004 was
U.5.3459 million. The geneal affect of thene swaps is o replace sn obfigation to pry flowting-mte intesest on. our
detx with en obligation 1o pey fized-cxte intesost.

‘Wohave sbsoememd intoimerest rale swaps with cespeet io nome of our Mexican pe o indebtedoess that .
madify the periodicity of interest 3 under this indediedness. As of December $1, 2004, the aggregate

‘soticual amcust of izered rate s waps with 1 spect to mxh indebtedooms was Px. 1,000 miltion.

Al of our detivative instruments described served as bedge s to specific Lishilities, md were vained using the

same critetia applied to the bedged lishility. The net effect of sach intrumests was seccrded as pan of isterest
P ar foreign exchange, depending on the bedged Fability.

In addition, #s of Decerwber 31, 2004, we had U S, dallar-Me xicas peso cross corrency end inerest cate
wwaps with an sggregste soticos] amoust of 1L3.5350.9 million that were not #t the tme hedging soy undertying
Tlishillity. Wehad originally e mteoed into thewe i 0 bedge underlying riks aricing from deta, but duriag
m:wmmwumdﬁemammmmﬁq
hbhadu- lﬂbm‘bdn We record eny fair velue gaies or losses from

oB oxw i umder the caption “ather finsmcing cost, net.”

The agpregate eficct of sl of o derivative instruments daring 2004 was o gain of P3.125.1 million.
wefiecied us put of wor conpeehemsive finsaciag income, a3 conpared to & guis of Pu.79.8 milliow is 2000,
Off. Bl Sheel Arvany

Wehmndbﬁpmbpmmdunldm buidiary Tek Arsericas froo its

hambolder. The ity sharehold: mm@hnlthoubmmeuU&llﬁnﬂhn
Fhs ineooet.

Barept for the obligstion described sbove, as of Decexcher 31, 2004, we kad 5o aff baleace sheet
sxaRgeneats thal requin dinclonire under spplicabie SBC egulations.
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US, GAAP Reconeilistion

‘We tud 9ot income under US. GAAP of Pr. 16,663 million in 2004, Ps. | 5,672 miltion in 2003, ssd
Pe. 6,351 millico in 2002, Compared to Mexican GAAP, vet income under U.S. GAAP wms 0.90% higher in
2004 and 0.88% Jower in 2003,

These are evesl diffeconce s between Moxican GAAP sad US. GAAP that sgnificantly sffect cor net
income and gockbalders’ equity. The mast significent differences in their effecl oo 2004 ot income telated to
the 1 of the ization of goodwill peported under Mexican GAAP and the monrding of defexoed
employee profit shariag. ka 2002, for LLS. GAAP pucposes, we adopied Staiement of Financial Accouating
Standars No. 141, Buriness Combinations, snd No. 142, Gooduill emd Oty Indangidie Asiets. Aa s rexvh, fox
U.S. GAAP purposes we 2o longer amastize goodwill and othes intangibie ssets with indefinite uveful lives.
Under Mexican GAAP, we anly racosd deferm d employes profit sharing in = wpect of cortain
differeqce s in aseets and babilites between fiscal and financis] reparting, whezeas under 1.5 GAAP we record
defermd e aylopee profit shating os all such diffecences. In 2004, we tecarded o significast loss for fiacal
Fpurposes, bt nat for finandial mporting purpowss, s respect of cortain mie wnd kaseback trensmactions. Other
Wlﬁﬁﬂnn@h&ﬁw?@ﬂﬂu&bupﬂh&dmumnﬁ

constnction, pet gairs (Jowes) on siles to offilines, the g y the ',' of EITF
0021 frelating to revenve arrange with moltiple deivershl ‘-\huﬂmld flai ag oa U.S.

Gmﬂ)umnﬂho'hmnhdﬂu&., penty and e in 3 o wsflect effbcts of
infisticn. The Jifferences ie sockhold mmmwmmwm«m&c
. cRme matess, as well asthe ding of deferred i taxex. Fox a 43 ion of the p ] differences

beracen Mexicun GAAP snd US. GAAP, see Nok 22 1o oy sadited lidred fi

Use of Edtimates in Certotn Acconnting Pelicles

In peepating our financial nmh 3 ing & variety of matters Soew of theae
mattess ae highly tain, and our esti jdt; we male based on the information avnilable to
mhhmb&wwmmdmdhmhwm“wpm .
vmﬁhmﬁmﬂylﬁ&c&ddeﬁaﬂ)wuﬂdmxmuwmummﬂyhﬁnﬂmmu

fhe future we change our Y %o changes thxt are bly likely o cootr.

The disussios sddrsws only those exti that we comider most inyp bezed o the degree of
mmnﬂhﬁhﬂﬂnﬁddnmmduundn&fﬁuuemmThsenunydm--n
which we tee esti shout - ‘but the Tlely effect of chenged or diffevent estimwies
isnot ial to cot fimaudial p :

Purch mting-purcihare price olio

Deoring 2004, 2003 snd 2002, we rmde a sumber of soquisitions spplying e purrchnse sethad of ing,
Accounting for the acquisition of » busk der e prrchase method mquines te sllocation of e purchase price

0 the varicas amets and iahilitie s of the scquiod boxine s For most mmets snd liabilities, purchase price allocetion
nm@dhmﬁghmuﬁﬂqnn“&ﬁxvﬂnhmmmd

individus) fair wloes sz those involving peop plants i and identifiable intangible swta, mxch as
our b and tradermarks. We e all availsble inf b bmb&nﬁ:vﬂk‘b&m inchoding the
mdn&gﬁuemwmﬂshvﬁu de mork s snd fnatios of the market valoe
o'l with gimler ck A ime dhe fuir valve of Boemmes.

Estimated useful (ires of plant, property and s quipment

We estitrote the wseful lives of particolar classes of plant, propesty aed equig in ondesto & ine the
smcumnt of deprecition e xponae to be mcardad ineach perind. Depee ciation cxpense is a significant dlorment of
mmdmmthﬁMMwllMdm pecating costs sed eap
SeeNote 7 to our sadited ik
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The estimates are based on our historical experience with similar assets, anticipsted technological changes
and other factors, taking into account the practices of other telecommunications companie s, We review estimated
useful fives each year to determine whether they should be changed, and at times, we have changed them for
particular classes of assets. We may shorten the estimated useful life of an asset class in msponse to
technological changes, changes in the market or other developments. This results in increased depreciation
expense, and in some cases, it can result in our recognizing sn impairment charge to reflect a write-down in
value,

Impairment

We carry substantial bal on our bal sheet for long-lived assets, including plant, property and
equipmeri. licenses and trademarks and goodwill. These balances are based on historical costs net of
accumulsted depreciation and amortization and are restated for inflation. We are required o evaluate each year
whether these assets ame impaired, that is, whether their future capacity to generate cash does not justify
maintaining them at their carrying values. If they are impaized, we are required to recognize 2 loss by writing off
part of their value. Recwembﬂnyfonssmﬂennﬁabkwmﬁwéuallom&s&hasphmgvpmynd
equipment and licenses and trademarks, is d ined by di d cash flows
generated by these assets to the assels’ net curying value. Theammtohmpximmloss if any, is measured as
the difference between net book value of the assets and their estimated market value. Because the analysis we
perform requires that we estimask te funwe cash flows atribuzable 1o these asseis, we are required to make a
variety of judgments abont our future operations. Changes in these judgments could require us to recogaize
impairment losses in future periods. Our evahations in 2004 and 2003 did oot result in any significant
impairment of our plant, property and equipment or consolidoed goodwill.

Deferred Taxes

We are required to estimate our income taxes ia each of the jurisdictions in which we operate. This process
involves the jurisdiction-by-jurisdiction estimation of actuel current tax exposum end the assessment of
temporary differences msulting from the differing treatrnent of certain iems, such as accruais and smontizstion,
for tax and financial reporting purposes. These differences result in deferred tax assets and linbilities, which mre
included in our consolidated balance sheets. We must assess in the course of our tax planning procedures the
fiscal year of the reversal of our deferred tax assets and fiabilities, and if there will be futore taxable profits in
those periods. We reverse in the currem year deferred tax assets and liabilities for timing differences that have
been recorded if we anticipate that the fiture reversal will take place in a tax-loss year. If we estimate that timing
differences of a curent year will be reversed in a later tax-loss year, we do not record deferred tax assets and
lishilities for those timing differences. Significan! management judgment is equired in dewermining our
provisions for income taxes, deferred tax assets and liohilities. The analyxis is based on estimaies of taxable
income in the jurisdictions in which the group operaws and the period over which the deferred tax assets and
Liabilities will be recoverable. If actal results differ from these estimates, or we adjust these estimates in future
periods, our financial position and results of bperations may be materially affected.

We e cord a valuation allowance to reduce the defermed tax assets 0 an amount that we believe is more
likely than not to be realized. In assessing the need for the valustion allowance, we considered future mxable
income and ongoing tax planning strategies. In the event that our estimates of projected firture taxable income
and benefits from tax planning sategies are lowered. or changes in current tax regulstions am enacied that
would impose restrictions on the timing ar extent of our ability b utitize the tax benefits of net operating Joss
carry-forwards in the future, an adjustment to the recorded amount of net deferred tax assets would be made, with
a relmed charge to income. As of Decernber 31, 2004, we had a valuation allowance covering approximaely
90.0% of our deferred tax assets of Ps. 22.1 million.
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Itan 6. Director, Sendor Mooagement and Employres
MANAGEMENT

Directers

Management of cur buniness is vesied ia our Bossd of Dirctors. The Board of Directors has brosd sothoeity
0 mapAge cur carmpany. Actions quicing the approval of our bound of directrs inchade:

. ldn;cf&-rddhm
*  tranzactions with related paties {as defined in the Mezican Securitio s Market Lawx
*  acquisitions or sales of asets equal in value 1o, & grester in valne than, 10% of the valoe of tie

Compauy's asets;
*  guorantee s of emounts excoeding 30% of fie vahse of the conyany’s marts: and
¢ uny ofher jon in a8 goeater than 1% of the valve of the compasy’s amets.

Our bylaws grovide for t Board of Directors to consizt of between five and 20 dicechars sad sllow for the
appoiaiment of an equal monber of shezoete disectons. Ditectors need aat he shareholders A majority of axt
dimctors and a majority of the sliernate dimctors mum he Mexican citizens snd elrcied by Mexican chapshalders.
A mjority of the bolders of the AA Shames and A Shawa voting together edect & majority of the disctors and
siternze mnmmmmmcmmm of st Joast K% of the total AA Shates and A

Shres is entitled to naroe one director. Two d and two ald & if any, ame eleced by a majosity
vmdmwndmemmWMmithmmmn
the ab of a ding di Di . are eleced orratibed steach suausd

uﬁmmmdsmksﬂeﬁmmymcﬂquhd&ndL% md
each serves until & wocesax & elkeced and tates offios. Pursmat (0 our bylsws md Meticen law, af keast 25% of

our dimctors and 259 of our siternete directors mit be indepesdent, as defined under the Me sicas Securities
Market Law. In order to have 8 quorom for » meeting of the Bosrd of Directars, s majority of éhose presest sust
e Mexicen aationsls.

AT of the currens maesribors of e Boari of Dinectors end of the Bxecstive, Andit #nd Compenaation
Committees were ek cied ox ratified st a shawholden” meeting held oo Apd) 27, 2005, with sen directon edeced
by the MShmudAShmvmpop&nndemmdh& 1. Shares. No slieraate dirocton
were appainted. Améc 3BCK jonsl heve agreed 10 vote fix the mumber of dizectors and
dmdiucutmdbye‘dioﬂbmnmulohxw hare onncrabip.
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O byduws provide that the e wbers of the Board of Disectors sm sppoinied for teves of one yeer.
Pursuant to Mexican law, membens of the Boord contisue in their positions after the expiration of their texms if
new meshers are not sppoisted. The aame s and postions of the cunent mexbers of the Boad, their yesr of

thership and

Y b ivities cuzside .

Hairth, and ink
Mévil ate = follows:

Carlcn Slim Held

-1

B Lifetime Chai

Patrick Slirs Damit

Chuioman ani Member of the

.

2000
2006
B Qui of the Board of

Dinectors of Geupo Carso, S.A. de C.V.
Chainman of the Board of Ditectars of
Telme x sad Gnapo Finsscieso lnbura,
SA.deCV.

1969

204

2006

Director af Carwo Global
Telecom, S.A.. Amitica

Telecom, S.A, US,. Corametomd Corp..
S.A. de C.¥. and Grupo Sanborss, S.A.
de C.Y.

Chief Executive Qfficer of Grupo Carsa,

SA dCY.

1966
2000
2006
Chief Brecative Oficer of Améri

Midvid

Birector of Careo Globet Telecom,
Américs Telecom and Grapo Carsa, S.A.
& CV.

Chief Bxrcative Offices of Hulkeza

Term expires:

Prines

Bmkadi, S.A de CV.

1950

2000

2006 ’

Chief Bxccative Officer of Telmex

Vico-chai of the Board of Disectoxs

-

Bosiness experience:

of Tedmwex; Disctor of Arnésics
Tekoom, 5.A. de C.V., Camo Global
Tedecom, S.A. de C.V., Gsupo Carw,
S.A.de C.V. wod Haeywell
Taermtias)



{p

O

Alejancro Schersn K
Dinector sad Chairtman of the Andiz
Commitiee

Rafne] Robies Minja
Dissctor nd Cogparae Secreraty

Bogm: 1960

Pt ddeced: 2000

Tetm e xpires: 2006

Principe] P Chai aad Chief Executive Officer
of Carporacidn neramesicana do
EBateenimiesto, S.A. do OV

Other directardiips:  Director of Telmex, Bols Mexicana de
Vakexs, S.A. &0 C.V. and Carporacido
I 3 de B i SA.
@ CV.

Boum: 1863

Fast slecisd: 2000

Term e xpires: 206

Princips] P Chicf Bxecotive Officer of Treaskia
Capital

Oxher directorships: Director of Grapo Modelo, SA.ds OV,
Gmpo Televisa. SA.. Grupo Fimacieso
Banamez-Accival, S.A. d C.V. snd K10
Netwarks

m 7 Peecident of Tacsatia Capital

Bora: 1963

Fist deced: 2000

Term e apires: 2006

Principa) cocupetion:  Partner, Franck, CaSicia y Robles, SC.

Ocher di thip Corp S y of Carso Global
Telocom, S.A. de C.V., Sears Roebuck
de Mixico, S.A. do C.V., América
Telocom, S.A. de C.V. snd Purmas Come
de Mizica, S.A. de C.V,

Bomx 1951

Fast cdloced: %0

Terme xpises: 2006

Principal ccoup Group Presidont SBC C

Other directonshipx:  Various positions in the wizles
industry st SBC Graup.

Borm: 1959

Fast fecied: 2008

Termeapires: 2006

Principsl Vice Poegident and oller of SBC




)

Claudio X. Gomzlez Laporie
Director and Member of the
 Camapensation Convmittee

David tharra Mafioz
Director and Member of the Audit
Committee and the Compensation
Committee

Carlos Bremer Gutiétrez
Director and Member of the
Audit Commitee

Bom:

First ebected:
Term expires:
Principal

occupation:
Ocher directorships:

Business expenience:

Bom:

First elected:

Term expires:
OCther directorships:

Business experience:

Bom:

First elected:

Term expires:
Other directorships:

Business experience:

1934

2000

2006

Chief Executive Officer of Kimberly
Clark de México, S.A.de C.V.
Director of the Kimberly Clark
Corporation, Kellogg Company, IBM
Latin America and Grupo Carso, S.A. de
CV.

Various positions a1 the Kimberly Clark
Corporation

1930

2000

2006

Director of Grupo Financiero Inbursa,
SA.deCV.

Chief Executive Officer of Nacional
Financiera, served in the Mexican
Migistry of Finance and Public Credit
1960

2004

2006

Ditector of Grupo Financiero Value,
SA.deCV.

Chief Operating Officer of Abaco
Casa de Bolsa, S.A. de C.V.

Daniel Hajj Aboumnrad is the son-in-law of Carlos Slim Held, and Patrick Slim Dormit is the son of Carlos

Slim Held.
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Execative Committee

Our bylaws provide that the Executive Committee may generally exercis the powers of the Board of
Diz ctors, with centain exceptions. In addition, the Baard of Dizectors is required to consult the Executive
Commiteee before deciding on certain matiers set forth in the bylaws, and the Executive Comimittee must provide
its views within ten calendar days following a request from the Board of Directors, the Chief Executive Officer
or the Chairman of the Board of Directors. If the Executive Commitiee is umable to make a recommendation
within ten calendar days or if 3 majerity of the Board of Directors or any other corporate body duly acting within
its mandate determines in good faith that action cannot be deferred until the Executive Commitee makes a
recommendation, the Board of Directors is authorized to act without such recommendation. The Executive
Cotumitiee may not delegate its powers o special delegates or attorneys-in-fact.

The Executive Commiteee is elecied from among the directors and alternate directors by a majority vote of
the holders of cominon shares (AA Shares and A Shares). The Executive Committee is anrently comprised of
threz members. The majority of its members must be Mexican citizens and elected by Mexican shareholders. Our
controlling shareholders have agreed that two of its members shall be named by Mexican controlling
share holders and one member by SBC Imemational, Inc. See “Major Shareholders™ under liem 7. The current
members of the Exe cutive Committee are Mesars, Patrick Slim Domit and Daniel Hajj Aboumrad, ramed by the
Mexicsn controliing shareholders, and Mr. Rayford Wilkins, named by SBC International, Inc.

Audit Committee

The Audit Commitiee consists of Messrs. Alejandro Soberén Kuri, chairman, David Ibarra Mufioz and Mr.
Carlos Bremer Gutiérrez. The mandaie of the Audit Commiitee is 1o establish and manitor procedures and
controls in order to ensure that the financial information we distribute is use fol, appropriate and reliable and
accurakely reflects our financial position. In particular, the Andit Commitiee is required to, among other things:

«  select our suditors, review the scope and terms of their engagement, and dewermine their compensation;

* monitor the performance of our auditors and re-evaluate the werms of their engagement;

¢ recormend procedures for preparing financial statements and internal controls;

«  monitor internal contrals and accounting for specified types of matters;

*  propose procedures far the preparation of financial satements for internal use that are consiseent with
the published financial staements;

+  review with the auditors the annual financial statements and the accounting principles being applied in
the ansual and the interim financial staie ments; »

* resolve disagreements between our management and auditors relating to cur financial statements;

«  pre-approve services to be provided by our auditors, or establish policies and procedures for the pre-
approval of services by aur auditors;

+  chtain from our auditors an audit s port that includes a discussion of critical accounting policies used by
the Campany, any alternstive treatments within gererally acoepied accounting principles for material
items thar have been discussed by management with our auditor, and any other written communications
between our auditors and management;

*  report to the Board of Disectors on its activities;

*  opine on transactioas with rekaed parties as defined in the Securities Merket Law and propose
consulting independent specialists to opine on such transactions;

»+  develop procedures for the receipt, retention and treatment of complaints regarding accounting, imermal
controls or anditing matiers, including for the confidential submission of concerns regarding such
matters by employees;

+  perform any other fanctions the Board of Directors may delegate to the Andit Committee.
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In addition, pursaant to our bylaws and Mexican law, the Audit Committee is required to submit an armual report
to the Board of Directors and to our shareholders, and the Board must seek the opinion of the Audit Commitiee
regarding any transaction with a relmed party that is outside the ordinary course of our business. Each member of
the Audit Committee is independent, as independence is defined in the Mexican Securities Market Law and
under Rule 10A.-3 of the U.S. Securities and Exchange Act of 1934,

Compensation Committes ‘

The Compensation Committee consists of Me ssrs. David Iharra Muboz and Claudio X. Gonzdlez Lapore.
The mandate of the Compensation Commitiee is to assist the Board of Directors in e valuating and compensating
our senior executives. In particular, the Compensation Commitiee is required to:

+  recommend to the Board of Directors procedures for the selection and succession of our chief executive

officer and our principsl executives:

* propose criteria for evaluating executive performance;

»  analyze the proposals of the chief executive officer concerning the structure and amount of

compensation for our senior executive and raise them with the Board of Directars;

* review new executive compensation programs and the operations of existing programs;

* esmablish conracting practices to avoid excessive payments to executives;

* assist the Board of Difectors in developing appropriate personnel policies;

* participate with the Board of Directors in developing a plan for employees to invest in our L. Shares and

review the implementation of such plan;

* report to the Board of Directors on its activities: and

¢ perform any other finctions the Board of Directars may delegate to the Compensation Commitiee.

Senior Manapement
The names, responsibilities sod prior business experience of our senior of ficers as 2s follows:
Daniel Haij Aboumrad Appointed: © 2000
Chief Executive Officer Business experience:  Dimctor of Telmex's Mexican
subsidiaries, Chief Execitive Officer of
Companta Hulera Ewzkadi, S.A. de C.V.
Carlos José Garefa Moeno Elizondo Appointed: 2001
Chief Financial Officer Business experience:  General Director of Public Credit at
Mexican Ministry of Finance and Public
Credit, Managing Dirctor of UBS
Warburg, Associaie Director of fisancing at
Petr6leos Mexicanos, S.A. de C.V. (Pemex)
Carlos Ciirdenas Blisgnez Appointed: 2000
Latin American Operations _ Business experience: Varions positions at Telmex, including
Operating Manager for the paging service
Company Buicagel, S.A. de C.V. and
Vice-President of operations for Telmex
USA, Manager at Grupo Financiero
! Inbursa, S.A. de C.V.
José Elias Briones Capetilio Appointed: 2001
Administrstion and Finance Business experience:  Comptroller of Telcel
Alkejandro Cantsi Jimépez Appointed: 2001
General Counsel Business experience:  Mijares, Angoitia, Cortés y scC.

M. Carlos Chrdenas Blisquez is the soo-in-law of Jaime Chico Pardo, one of our directors.
’ 6
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Statutory Auditors

Under our bylows, the holders of a majority of our outstanding common shares (AA Shares and A Shares)
may elect one or more y auditors (comisarios) and corm sponding alternate statutory auditors, who sene
until a successor is elected. Statutory suditors ere normally elected or ratified at the annual general shareholders’
meetings. The primary role of the statutory anditors is o epost to the shareholders at the annual ordinary general
meeting regarding the acoracy of the financial information presemed to such balders by the Board of Directors.
The statutory mditors are also authorized to:

¢ <all ordinary or extraordinary general meetings;

» place iteras on the agends for meetings of shareholders or the Board of Directors;

o attend meetings of shareholders, the Board of Directors or the Executive Commitiee; and

+ penerally monitor oar affairs.

The statitory maditors also receive monthly mports from the Board of Directors regarding material aspects of cor
aﬁam.mchﬂngwﬁmmﬂcm&uonhmem:mumyaﬂnamdﬂemmmnmm&wm
Francisco Alvarez del Campo and Agustin Aguilar Laurents, respectively.

According to our bylaws and Mexican law, any holder or group of holders of at Jeast 10% of our capitat
stock is entithed to name obe statutory auditor. The appointment of statatory auditors elected as described above
mayoniybelzvokedlfdzappmnmmofmmmrynudnaselemdbyﬂxema)mtydh:hnl&nofum
common shares is also revoked.

Compensation of Directors and Senior Management
The aggregate compensation paid o our directors and senior management in 2004 was approximately

Ps. 2.6 million and Ps. 106 million, respectively. Provisions to provide pensioa, retirement or similar benefits for

g totaled approximately Ps. 2.2 million.

During 2001, we established a stock option plan for our most senior executives. Our Compensation
Comimitiee and Board of Directars authorized the plan, reserving a total of 3,215,000 L Shares from our treasury.
The subscription price for the 2001 plan was Ps. 1.00 per share. Participants under the plan were entitied to
exercise 25% of the options during 2001, 25% during 2002, 25% during 2003, and the remaining 25% during
2004. During 2002 and 2003, we established second and third plans, respectively, each of which functions cnder
the same rules as the 2001 plan, except that the secoad plan has a one-year lag and the third plan has a two-year
tag and a subscription price of Ps. 7.00 per share. In 2002, 2.939.000 additional L Shares, and in 2003 2,555,000
additional L Shares, were reserved from our treasury for such pians. No options were awarded during 2004, and
in December 2004, as a result of certzin changes in Mexican rgulations, we allowed all participanis to exercise
all outstanding options, whether or not vested under the original terms of the plans. As of Decersber 31, 2004, a
total of 8,621,500 L Shares have been acquired by our employees under our stock option plans.

Share Ownership

According to beneficial ownership repornts filed with the SEC, Carlos Slim Held, the chairman of our Board
of Directors, and certain meinbers of his immedia®e family. including his son and member of our Board of
Directors, Patrick Slim Domit, together own a majority of the voting stock of América Telecom, S.A. de C.V.,
our controling shareholder. See “Major Shareholders.” In addition, according to beneficial ownership reports
filed with the SEC, Carlos Slim Held halds 40,000 of our A Shares and 100,000 of our L Shares directly, and
Patrick Slim Domit holds 8,134 of our L. Shares directly. To our knowledge, nore of our other disectors, aliemae
directors of executive officers is the beneficial owner of more than 1% of any class of our capital stock.
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EMPLOYEES

The following table sets forth the number of employees and a breakdown of employee s by main caegory of
activity and ge ographic location as of the end of each year in the three-year period ended December 31, 2004:

December 31,
i 22 208 2004

Number of employees . .......iii i i e e s 17,553 24860 23,303
Category of activity: :

LT 14999 20,165 16624

575 L O 2604 4695 6,679
Geographic location )

MEXECO + . eneeentes et e e e e et e e e e n e 7,943 8,624 9,354

United SEIES . ...ov0nvtin ittt e 466 3% - 428

Other Latin AINBIECA . .. .. ...t ittt iiireiiaitannianssssrisnossnnss 9,144 15,880 13,521

As of December 31, 2004, the Sindicato Progresista de Trabajadores de Conumicacién y Transporie de la
Repiiblica Mexicana (Progmessive Union of Communicsion and Transport Workers of the Mexican Republic)
= presented approximzely 83% of the employees of Teloel. All managerent positions at Telcel are beld by nos-
union employees. Salaries and certain benefits ar renegotiated every year. In May 2003, Telcel and the union
agreed to 2 45% pominal incresse in basic wages, retronctive w March 2005,

Under oar labor agreements and Mexican labor law, we are obligated to pay seniotity premiums to retiring
employees and pension and death benefits to retired employees. Retirees will be entitled to receive pension
increnses whene ver salary increases sre grunted to current employees.

Some of our foreign subsidiaries, inclading Telecom Americas, Telgua, ENITEL, CTE and CT1, also have
active employee unions.

We believe that we have goed current relations with our workforce.
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Item 7. Major Sharcholders and Related Party Transactions
MAJOR SHAREHOLDERS

The following able sets forth our capital strucare as of May 31, 2008: -

Nuraber of o Pi‘q;uil of
Cles (mloms)  Capital i N
LShares (MO parvalie) .. ..vvnvuiviiiiiiis it eraenas 8291 67.96% —
AA Shares (no par valoe) .. 3pa7 2989 93.33%
AShares (noparvalie) ..........ooiiiiiiii e 260 2.13 6.66

Total .......... e, freereereiaraanaaaan 12,199 100.00% 100.00%

(*) Excepton limied maners far which L Shares have voting rights.

The AA Shares represented 93.33% of the full voting shares {AA Shares and A Shares) and 29.89% of the
toua] capital stock of América Mévil as of May 31, 2008. The AA Shares are owned by América Telecom, S.A.
de C.V., SBC International Inc. (a subsidiary of the U.S. telecommunications company SBC Commumnications,
Inc.) and certain other Mexican investors. The following table sets forth their respective ownership amounts and
percentages of AA Shares as of May 31, 2003,

AA Shares of
Owned Percent of Yoting
Starsholder (oilicas)  Class
AmSnca Telecom ... .covvnviiniiiniiiiiiin e e 2,529 6934% 64.72%
SBCIntermational ..........c..c0iinnlun, .. 936 2622 24.47
Other Mexican holdersof AAshares . ... . .........coiiviiiinieiinnn. 162 444 4.14
TOtE] 4ttt i, T 3647  10000% 93.33%

(*) Except on limied matters for which L Shares have voting rights.

América Telecom was established in Novernber 2001 in a spin-off from Carso Global Tekecam using a
procedus under Mexican corporate faw called escisién or “split-up.” According to reports of beneficial
ownership of our shares filed with the SEC, Carlos Slim Held and certain members of his immediste family,
including his son and member of our Board of Directors, Patrick Slim Damit, together own a majority of the
voting stock of América Telecom.

América Telecomn and SBCT are parties to an agreement relating to their ownership of AA Shares.
other things, the agreement subjects certain transfers of AA Shares by efther party to a right of first offer in favor
of the other party, although the right of first offer does not apply to the conversian of AA Shares to L. Shaes, as
permitied by our bylaws, or the subsequent transfer of L Shares. The agreemen also provides for the composition
of the Board of Directors and the Executive Committee and foreach party to enter into a Management Services
Agreement with us, See “Directors” and “Executive Commitiee” under Hem 6 and “Relaed Party Transactions.”
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The following table identifies each owner of more than 5% of any class of our shares as of May 31,200S.
Except 25 described in the table below and the accompanying notes, we are not aware of any holder of more than
5% of any class of our shares.

AA Shares A Shares L Shares
Sheres Percest  Shares  Percent  Percentof
Qwaed of Owned of Owned of Voting
Sharetokler(1) (milons) Chss (millonsy Closs (millions) s Sharest®)
América Telecom(2) 2529 69.3% 438 184% 2,362 2849% 64.72%
SBCHternational ............c0uniune 956 26.2 — - —_ —_ 24.4

(*) Except on limied matters for which L Shares have voting rights.

(1) Based on beneficial ownership reports on Schedule 13G filed with the SEC, we believe that as of December
31,2004, Brandes Investment Partners, LP and J.P. Margan Chase & Co. were the beneficial owners of
ADSs representing approximately 1,070.2 million 2nd 628.5 million of our L Shares, respectively. These
holdings would have represented spproximately 12.9% and 7.6% of our cutstanding L Shares as of May 31,
2005. We do not know whether these instintions have changed their investments in our L shares since
December 31, 2004.

(2) According 1o beneficial ownership reports filed with the SEC, América Telecom has the obligation to
purchase approximately 1,218.8 million additional L Shares under forward share purchase transactions
maturing between October 2005 and September 2009. As of August 30, 2004, according to beneficial
ownership reports filed with the SEC, América Telecom was deemed a beneficial owner of 36.1%
(including L Shares under the farward share purchase agreements described above) of our 1. Shares.

As of May 31, 2008, 77.29% of the outstanding L Shares were epresented by L Share ADSs, each
representing the right to receive 20 L Shares, and 99.99% of the | Share ADSs were beld by 13,234 holders
(including The Depositary Trust Compeny) with registered addresses in the United Stafes. As of such date, 24.79%
of the A Shares wer held in the form of A Share ADSs each representing the right to receive 20 A Shares, and
99,83% of the A Share ADSs were held by 5,234 halders with regiseered addresses in the United Stotes. Each
A Share may be exchanged a1 the option of the holder for one L Shawe,

We may repurchase our shares on the Mexican Stock Exchange from time to time up to a specified
maximnm aggregste value authorized by the holders of AA Shams and A Shares and our Board of Directors. In
March 2001, we were authorized by our sharebolders to repurchase shares with an aggregate valae of upto
Ps. 5,000 million; in July 2001, we were authorized to repurchase an additional Ps. 5,000 million; in April 2003,
we were authorized to repurchase an additional Ps. 5,000 million; in April 2004, we were authorized to
repurchase an additional Ps. 10,000 millioey; and in April 2005, we were authorized to repurchase an additional
Ps. 5,000 million; for a total aggregate value of Ps. 30 000 miBion. As of May 31, 2005, we had spurchased
1,780 million L Shares and 9 million A Shares, with an aggregate vahwe of approximately Ps. 23.772 million.
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RELATED PARTY TRANSACTIONS

Transactions with Tdmex

We have, and expect to continue to have, a variety of contractinl relatienships with Telmex and its
subsidiaries. These relationships inchude agseements arising out of the spm-off and certzin transitional
arangements,

According to beneficial ownership reports filed with the SEC, Telmex is ander common control with oar
controlling shareholder América Telecom. '

Continuing Commercial Relationships

Because Telmex and Telcel provide telecommunications services in the mme geographical markets, they
have extensive operational relationships. These relationships include interconnection between their respective
networks; use of facilities, particularly for the co-location of equiproent on premises owned by Telmex: use by
Teloel of Telmex's private circuits: and use by each of the services provided by the other. These relationships are
subject to a variety of different agreerments. Maay of them are also subject to specific mgulations governing all
tele comnumications operators. The terms of these agreements are similar to those on which each company does
business with other, unaffiliated parties.

These operational selationships between Telcel and Telmex are material to our financial performance. In
2004, 15.9% of Telcel's total operating revenues (Ps. $70.822 million) was attributable to merconnection with
Telmex, primarily repwsenting payments under the calling party pays system arising froen fixed-to-mobile calls.
We had Ps. 704 million in accounts receivable fram Telmex and subsidiaries at December 31, 2004. Also in
2004, Ps. 4,269 million of our cost of sakes was auributable to payments to Telrex. primarily represerting
interconnection payments for long-distance calls carried by Telmex and use of facilities under Jeases and
collocation agreements with Tetmex.

Telmex distribuies Teloel handsets and prepaid cards oo commercial terms similar to those givea to other
cellular distributors. See “Mexican Operations—Sales and Distribution™ under ltem 4.

Implementation of Spin-off

The creation of América Mdvil and the transfer of assets and Habilities to us were effected by the action of
an extracrdinary shareholders’ meeting of Telmex beld on September 25, 2000. Neither we nor Telmex made any
promises to the other regarding the valne of any of the azsets we received in the spin-off. Urder the shareholder
= solntions adopted ot the meeting, we are obligated to indemnify Telmex against any liability, expense, cost o
contribution asserted against Telmex that arises out of the sssets owned directly or indirectly by Sercowel, 5.A. de
C.V., the subsidiary whose shares were transferred to us in the spin-off.

We have entered into an agreerment with Telmex to ensure that the purposes of the spin-off are fully

achieved. Amoag other things, this agreement provides in general terms as follows:

*  we agree to indemnify Telmex agains: any loss or expense resulting from the assertion against Telmex
of any lishilities or claims that were transferred 1o s in the spin-off or that relate to the businesses
transferred to us in the spin-off;

»  Telmex agrees to indemnify us against any loss or expense resulting from the assertion against os of any
liabilities of claims that were mtained by Telmex in the spin-off or that relate © the businesses retained
by Telmex in the spin-off;

+ exch panty agrees to maintain the confidentiality of any information concerning the other that it obtained
prior to the spin-off or that it obtains in connection with the implementation of the spin-off;
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+ each party agrees that it will not take any action that could reasonably be expected to prevent the spin-
off from qualifying as tax-free under Mexican or U.S. federal tax laws;

«  each party releases the other from certain claims ariging prior to the spin-off—Telmex makes no
repesentations concerning the assets transferved directly or indirectly in the spin-off.

Other Tremsactions
In April 2004, we s0ld our interests in Techtel and Telstar to Telmex for U.5.575 million in the aggregate.
See ~Other Investments” under Iem 4.

Transactiens with Other Affiliates

in December 2003, as a result of a series of transactions, we exchanged our 49% interest in CompUSA,
which we had acquired in March 2000, for a 29.69% interest in US Commercial Corp., S.A. de C.V. (whose
controlling shareholder is an offiliae of América Telecom, our controlling shareholder) and approximately
Ps. 189 million. We recorded a loss of Ps. 296.9 million on the transaction.

Cerain affiliates of América Telecomn purchased approximaly U.S.$316 million in principal amount of the
notes ased to finance the acquisition of Tess by Telecom Américaz in 200]. Telecom Americas reade final
payment of principal outstanding under the notes in March 2004.

Telcel purchases materials or services from a variety of companies that, according to beneficial ownership
wports filed with the SEC, are under comman control with owr controlling shareholder América Telecom. These
services include insurance and banking services provided by Grupo Financiero Inbursa and its subsidiaries. In
addition, we sell products in Mexico through the Sanborns and Sears store chains. Telcel purchases these
maerials and services on kerms no less favorable than it could obtain from unaffiliated parties, and would have
access to other sources if onr affiliates ceased to provide them on competitive erms.

‘We have agreements to receive consulting services from each of América Telecom and SBC. In 2003, we
paid U.S.$10.0 million to América Telecom and U.S.$1 .0 millioa to SBC in compensation for their respective
services. In 2004, we paid U.S.$15 million to América Telecom and U.5.$10 miflion to SBC in compensation for
their respective services. Our board of directors has approved the payment of U.S.$30 million in fees to América
Tekcom during 2003 for consulting services.

1n June 2005, we sold our 40.3% interest in Technology and Intemet. LLC and 25.0% interest in
Technology Fund 1, LLC to Grupo Condumex, S.A. de C.V. (whose controlling sharehoider is an affitiae of
América Telecom, our controlling shareholder), for an aggregate amount of U.S.$3.0 miflion. We recorded a loss
of Ps. 139 million on the transaction.
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Item 8 Financial Information
See “Ites 18—Financial Stalements” and pages F-1 throagh F-64.

DIVIDENDS
We have paid cash dividends on our shares each year since 2001. The table below sets forth the nominal

amount of dividends paid per share in each year indicated, in pesos and translated into U.S. dollars at the
exchange rate on each of the respective payment dates.

Year endod December M, Pesos per Share  Dollars per Share
1.+ - P1.0.105 U.5.5 0009
X 0.056 0005
2 (1 2. 0043 0.004

The declaration, amount and payment of dividends by América Mévil is determined by majority vote of the
holders of AA Shares and A Shares, generally on the ecommendation of the Board of Directors, and depends on
our results of operations, financial condition, cash requirements, future prospects ard other factors deemed
relevant by the holders of AA Shares and A Shares. We declared a dividend in April 2002 of Ps.0.034 per share,
payable in four equal installments of Ps.0.011 per share in June, September and December 2002 and March 2003,
We declared a dividend in April 2003 of P5.0.06 per share, payablk in four instaliments of P5.0.015 per share in
Jene, Sepiember and December 2003 and March 2004. We declared a dividend in April 2004 of Ps. 0.12 per
share, paysble in four installments of Ps. 0.030 per shase in June, Seprember and December 2003 and March
2004. In an ordinary sharcholders meeting held in April 27, 2008, our sharehalders resolved to pay a dividend of
Ps. 0.21 per share, payable in four instaliments of Ps. 0.0525 per share, foreach AA, A and L Share ouvtistanding
on the payment dates of June 24, 2005, September 23, 2005, December 23, 2008 and March 23, 2006.

Our bylaws provide that holders of AA Shares, A Shares and L Shares participate on a per-share basis in
dividend payments and other distributions, subject to certain preferential dividend rights of holders of L Shases.
See “Bylaws—Dividend Righs™ and “Bylaws—Preferential Rights of L Shares™ under Item 10.

LEGAL PROCEEDINGS

In each of the contries in which we condixt operations, we are party to various kegal proceedings in the
ordinary coarse of business. These proceedings include. withom hmitation, tx, labor, antitrust and contractual
claims and claims regarding interconnection practices of agreements. Our concessions are generally subject to
early termination for violations of certain service, quality and coverage standards and in the case of oar fixed-line
operations, of certain interconnection obligations. We am also party to a number of proceedings regarding our
comphi with ¢ } dards. As of the date of this annual report. we believe that none of the se
proceedings is likely to result in the revocation of any of our material concessions. Below is a summary of the
most significant lega) proceedings in which we are currently involved.

Teleel

Cofeco :

Administrative proceedings were commence in January and June 2001 by Cofeco against Telcel for
ofleged anti-competitive bebavior in connection with actions by certain distributors of Telcel in 2001. In May
2002, Cofeco ruled against Telcel in connection with the proceeding begun in January. Telcel appealed this
ruling in June 2002. In Sepiember 2002, Cofeco ruled against this appeal. Telcel fled a lawsuit (demanda de
nulidod) againgt this ruling in January 2003, the rsolution of which is still pending. With respect to the
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admindstrative proceedings commenced in June 2001, Cofeco ruled against Tekoel in December 2002, and Telcel
appealed this nuling. In May 2003, Cofeco niled against this appeal. In August 2003, Telce! filed a Lawguit
(demanda de nulidad) ogainst this ruling, which is pending. In December 2004, Telcel was notified of the
initiation of further administrative proceedings in connection with the alleged anti-competitive behavior by
certain diswributors. The same mouth, Telcel filed a lawsuit (demanda de smparo) challenging Cofeco's rights to
MmmedmpAHwemmmmkan@ngmof the aforementioned proceedings, they
may resalt in fines or specific regulations applicable to Teicel We have not made provisions in our financial
statements for these poential liabilities because at the time our most recent financial statements were published,
wecou!dnoneasomblydazermmemeammtofmchmnngﬂms.

Interconnection Fees

1n December 2004, Telcel mached an sgreement with various other telecommunications sexvice providers as
to the interconpe ction fees applicable under the “calling party pays” system for the period from January 1, 2005
until December 31, 2007. The agreement called for a gradual reduction in interconnection fees charged under the
“calling party pays" sysiem from the 2004 rate of U.S.$1.90 per minme to U.5.51.39 by the end of 2007. The
agreement also conernplaed that these reductions would be reflected in the tariffs charged by fixed operators to
their users. The new framewark was approved by Coferl. Ceriain telecommunications eervice providers have
since challenged the new framework, arguing that the proposed imerconnection fees do not properly take into
account costs associated with providing inercommection services, and baw initiated proceedings with Coferel to
obtain their intervention in e solving the mater.

These proceedings have not yet been resolved, and we cannot determine with reasonable certainty the
impact these procee dings would have if they were no1 resolved in our favor. Inerconnection fees may decrease
further a5 a result of these actions, which may affect our revenues since we haw traditionally mceived more
revemees from such fees than we bave had to pay 1 other operators for inkerconnection services.

CNBY
During 2003, we received requests for information from the Mexican Banking and Securities Commission
{Comisién Nacional Bancaria y de Valores or the CNBY) and the SEC reganding Tebeel's entry into a capacity

services agr with Operadora Unefon in Septernber 2003. To our knowiedge, the investigation regards the
alleged use by Opersdora Unefon of the 11.8.$267.7 million paid by Telcel to Operadora Unefon under the
t and related public discl made by an affillate of Operadara Unefon. The SEC has publicly stated

that it has filed charges against centain affilistes of Operadora Unefon. We oocpernted with the authorities.

Short Message Services (SMS)

Under the terms of its concessions for the 800 megahertz spectrum, Telcel must pay a royalty on gross
reveres from concesstoned services. The royalty is levied at raes that vary from region to region bot average
approximately 6%. We believe that short message srvices are valve-ndded services, which are not concessicned
services, and that revenues from short message savtmmumhcmbpdmmlsmyahy In relaed

proceedings, Cofetel has ruled that short ext messages are subject to the i regulatory regime and
that such services do not constitute value-added services. We are currently disputing these issues in an
administrative proceeding, but have made provisions in our financial statements with respect to this potential
Liahility.

Telgoa

Reversal of the Privatization {Lesividad)

1n June 2000, the executive branch of the Gumernalan povernment issued de clarations concerning Empresa
Guatemalteca de Telecomumicaciones (Guatel), 2 Guaremalan state agency that canducted the privatization of
Telgua. The declarations stated that certain actions of Guatel relsting to the privatization of Telgua were contrary

76



{1}

)

)

to the imerests of the Guatemalan State. In Sepember 2000, the Guatemalan gowmm&u commenced judicial
proceedings against Guatel, Telgus and certain other parties involved in the privatization of Telgna seeking
reversal of the privatization.

In October 2001, the Guatemalan State announced a governmental accord issued by the President of
Guatemala and the Cabinet Ministers establishing the principal terms and conditions of a settiement agreement
among the Guatemalan State, Telgua, Guatel and America Central Tel 5.A. (ACT), and ordering the Attorney
Gereral of Guxternala to enter into such agreement in the name and on behalf of the Guatemalan State. Under the
terms of the settlement agreement, Telgua agreed, among otber things, to inwest approximakely U.S.$246 million
in certain plant and equipment by 2004, which investments have been completed. This settlement was challenged
in 2002 by certain former government officials, but the challenge was withdrawa in June 2004, Following this
withdrawal, an order of the administrative court approving the settiement and erminating all related litigation
became final and non appealable.

1T1-Gedo

In addition, judicial proceedings were commenced in the United States District Court for the Southern
District of New York (the “District Court™) in March 2001 by I ional Tel Inc. (TTT) ag
Generadora Eléctrica de Oriente, S.A. (GEDO), Antanio Jorge Alvarez and Telgua, allegmgbmdmf comtract,
tortious inkerference with contzact and frand in connection with ani ional telec ication: 5 SeTVice
agreemeuLIanrchzooz.dnmmgrmdhlguasmomntodimmdncmngmsmfmhdmfpamal
furisdiction, holding that Telgua had insufficient contacts with New York to subject it to jurisdiction in that
forum. A fina decision awarding IT1 over U.S.$900,000 in damages agzinst defendants GEDO and Alvarez was
rendered by the District Court in April 2004. In June 2004, I'T1 filed an appeal with the United Staes Court of
Appezls for the Second Circuit challenging, among other things, the District Court's March 2002 decision to
dismiss Telgua from the action for lack of personal jurisdiction. Oral arguments were heard in March 2005, and
the parties are awaiting a decision from the Appeals Court. We cannot assure you that the Appeals Court will
affirm the District Court’s dismissal of Telgua. We have not made provisions in our financial statements for these

potertial liabilities.

Comcel

Voice over IP

In March 2000, the Colombian Superintendencia de Industria y Comercio (SIC) issued Resohtian No. 4954,
requiring Comeel to pay a fine of approximately U.S.$100 thousand (Colombian Ps. 234 million) for alleged
anti-cornpetitive behavior. In addition to this administrative fine, the SIC ordered Comeel to pay damages to
other long distance operators. The long distance operators estimated their damages to be U.S.$70 miliion.
Comeel requested an administrative review of the damages decision, which was denied in June 2000. Comcel
appealed, and the appeal was rejected in November 2000. Comcel resubmitted the appeal in February 2001.
Comcel also filed a gpecial action in court challenging the denial of the administrative review. Following a series
of court proceedings, a Colombian appeals court in June 2002 ordered that Comeel's February 2001 appeal be
graned and that the administative decision against Comcel be reviewed, Afler additional proceedings, the
Constitutional Court revoked the previous decision and ordered the coatinuance of the procedure for the
determination of damages to the other operators.

In the opinion of counse] representing Comnce] in this matter, in the event the SIC decides to award damages
to the long distances service providers. the amount of such damages should not exceed the income received by
Comoe) from the provision of Voice over [P services, which amount is substantially than the amount estimated
by the long distance service providers. We have made provigions in our financial staements with respect to this
potential liability on the basis of our counsel's opinion. There can be no assurance that the amount of damages
ultimately determined by the SIC will be consistent with our counsel's opinion. Camcel expects to continue
parsuing ail aveilable legal actions afier a decision on damages is endered.
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Distribuiors

In January 2005, Comcel was notified of an srbitration proceeding initisted against it by Celcemer Lida.
(Celcenter) and Concelular, S.A. (Concelular), which are distribators of Comee). The proceeding relates to
Comoe}'s decision to reduce the commissions paid to distributors. In the proceeding, the distributors allege: (i)
abum of dominant position on Comcel's part; (ii) the exisience of an agency relationship between Comcel and
the distribugors: and (iii) breach of contract and commercial liability on the part of Comeed. Claimants seek to
wcover approximately U.S.$30 million from Comcel. We have made provisions in our financial statements with
sspect to this powential hability.

Telecom Americas

Anasel Inflation-Related Adjusnments

ANATEL has challenged each of Tess and ATL reganding the calculation of inflation-related adjustments
due under these companies’ cencession agreements with ANATEL. Forty percent of the concession price under
each of these agreements was cie upon execution and 609 was e in three equal annual instaliments (subject to
inflation-relnted adjustments and intkerest) beginning n 1999. Both companies have made these concession
payments, bt ANATEL has rejected the compnmas calculation of the inflation-related adjustments and
requested payment of the alleged deficienci mpanies have filed declaratory and consignment actions in
Brazilian courts seeking resolution of the dlspnes. The court of first instance ruled against ATLs filing for
declaratory action in October 2001 and ATL's filing for consignment action in Sepember 2002. Subsequently,
ATL filed eppeals, which are pending. In Seplember 2003, the court of first instance ruled against Tess® filing for
consignment action. Sabsequently, Tess filed an appeal, which is still pending. No ruling has been made to date
in respect of the declaratory action filed by Tess. The aggregake contestied amounts were approximately Reais
486 million (inclnding pokential penalties and interest) (U.S.3183 million) at December 31, 2004. We have made
provisions in our financial staements for these poential Habilities.

BNDESFar

Prior to our acquisition of Telet and Americe], BNDESPar, a subsidiary of BNDES, the Brazilian
development bank, had entered into investment and other shareholder agreements with Americel, Teket and
certain of their significant shareholders. Under these agreements, BNDESPar had the right, among others, to
participate in the sale of shares of Telet and Americe] in the event of certain transfers of control, for so long as
BNDESPar held 5% of the share of capital in those companies. In October 2003, we increased the capital of each
of Telet and Americel and BNDESPar's ownership fell below 5% from approximately 20% i each as it elected
not to exercise its preemptive rights. Subsequently, BNDESPar sent official notices to Telet and Americe]
reserving its rights under the apreements in e spect of certain past ransfers of shares. In November 2004,
BNDESPwr filed a lawsuit with the compeent count of Rio de Janedro claiming thst BNDESPar is entitled to slf
its shares in Telet and Americel to Telecom Americas for approximately U.S.$164 miflion. We do not believe
that BNDESPar has valid grounds for its claims agamst Telecom Americas, and Telecom Americas will de fend
itself vigorously against these claims. There can be no assurance, however, that we will ultimately prevail. We
have not rade provisions in our financial statements for these potential fisbilities.

Lune Pazent Cose

A Brazilian company claims that wireless operstors in Brazil have infringed its patent over certain caller id
technology. The plaintiff first brought a pasent infringement case in a state court in Bras(lia, Federal Capital of
Brazil, against Americe] and later brought cases. as part of two separate proceedings, against other 23 defendants,
including all of our other operating subsidiaries in Brazil Although we believe that the patent does not cover the
techrology that is used by Americe] to provide caller id services, Americel lost the case at the tria! level and on
ﬁmlppenLAfterdxepdglmmagmmmnwlwasrendemd,afedemlcounmkxodelnneun. Brzil, endeed
a preliminary inj pending the effects of the patent, in an action filed by a supplier of calber id
technology. Americel filed three spectdawmlsagamﬁdsebcmondﬁ'e state court in Brasflia, seeking review
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at the Superior Court of Justice (which is the highest court in Brazil to decide on questions of federal law) and
Supreme Court (the highest court in Brazil to decide on questions of constitutionat law) The Court of Appeals
has derermined that two of owr special appeals will be heard by the Superior Court of Justice. Owr request for a
special appea] before the Supreme Court has been denied. Americel may still file a motion requesting the reversal
of this decision. Americel intends to continve vigorously defending itself against this claim.

The cases against the other op are still on their initial stages. Plaintiff has brought these other cases in
the same state trial court that heard the case against Americel, but defendants have requested that the cases be
emoved on jurisdictional grounds. The Americel judgment does pot hind other state coarts or the federal courts
of Brazi). We intead to vigorously defend ourselves from these claims. and do not expect that there will be a

e solution of these other cases within the next couple of years.

At this time, it is not possible for us to estimate with a reasonable depree of centainty the damages that may
result from the se proceedings, if ultimately resolved against our interests. The plaintiff in the Americel case is
now required to request the commencement of proceedings for execution of the judgment, seeking to prevent
Amenice] from providiag caller id services and to determine monetary damages for alleged past infringements. At
this time, Americe] does not know how the plaintiff intends to request that damages be determined. Americel
intends to reque st that the effects of any execution order be suspended pending resolution of the appeals. In
addition, Americe] benefits from a limited coniractual indemnity from its equipment supplier, and it is carrently
analyzing how and to what extent it could recover any eventual damages from this supplier. We have not made
ony provisions in the financial siztements in respect of these proceedings since the amount of potential damages
cannaot be reasonably determined.

CompUSA

In January 2000, a lowsait was filed in Texas against CompUSA an behalf of COC Services, Lid. (“"COC”)
alleging, among other things, breach of contract, tortious interference and conspiracy in connection with a lener
of iment for the franchising of retail stores in Mexico. The lawsuit also named as defendants James Halpin,
CompUSA's former chief executive officer, Mr. Carlos Slim Held, our chairman, and certain other persons. The
Jury trinl concluded in Pebruary 2001 with a jury verdict against CompUSA in the amount of U.5.590 million in
actual damages. The verdict also awarded punitive damages in the amount of U.8.994.5 million against
CompUSA and U.$.$175.5 million against Mr. Halpin. Damages were also awarded against the ®emaiming
defendants.

In March 200}, CompUSA and the other defendants filed a motion with the trint court for judgment
notwnhstandmgtheva'dm!nMayZOOl the trial court granted the motion for judgment notwithstanding the
verdict, vacating the award against CompUSA and Mr. Halpin and reducing sipnificandy the amount ofdamages.
Despite the significant reductios in damages, Mr, Slim Held and the other defendants led seeking discharge
from all claims. In August 2004, theDallasConnoprpeaistevasedthel’ebtmryzomwdgmemmfuﬂ
mleasing the deferdants from the obligation to pay eny damages. Cochunmeabddnsdecmonmdthelppai
is pending,
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Item 9. The Offer and Listing

TRADING MARKETS
Our shares and ADSs are lisied or quoted on the following merkets:

LShares ....... Mezican Stock Exchange—Mexico City
Mercado de Valores Latinoamericanos en Ewros
(LATIBEX)--Madrid, Spain

LShare ADSs ... New York Stock Exchange—New York
Frankfunt Stock Exchange——Frank furt

A Shares ....... Mexican Stock Exchange-—Mexico City
A Share ADSs ... NASDAQ National Market—New York

The following table sets Farth, for the periods indicated, the reported high and low sakes prices for the
L Shares on the Mexican Stock Exchange and the reported high and low sales prices for the L Share ADSs on the

New York Stock Exchange. Prices have not been restated in constant currency units.

Mexican Steck New York
Exchange Stock Exchange
High Low High Leow
(pescs per L-Slmre)  {US. dollers per L Share ADS)
P.923 P S72 USS2039 USS11S4
1546 6.99 2134 12.50
2946 1572 5246 2832
Pi 812 P 699 USS$IS6 USSIZS0
9.84 729 18.80 1361
129 9.99 23.68 19.16
1546 1240 27.34 2220
Pa2185 P 1572 USS3908 USS$2832
2228 18.29 39.73 3135
2225 18.64 39.03 32.68
29.46 21.95 5246 3851
PLIB23 PiST2 USSD4E  USS28.32
20.09 17.85 26.59 31.95
2].85 19.43 3908 4.9
2228 19.30 39.73 3380
20.66 1829 3637 3135
21.34 19.60 31713 3426
21.03 2015 3678 35.00
2056 18.64 36.06 32.68
2225 19.63 39.03 34.00
2547 2195 44.00 3851
26.11 24.62 46.71 43.10
2946 25.91 5246 46.47
M.3005 P26 USS5S34S USS4Ie
3267 0.3 5890 54
3259 28.54 58.50 5055
2942 26.7] 5298 48.44
3131 2151 57.70 49.95




‘The table below sets forth, for the periods indicated, the mponed high and low sales prices for the A Shares
on the Mexican Stock Exchange and the kigh and low bid prices for A Share ADSs published by NASDAQ. Bid
prices published by NASDAQ for the A Share ADSs are inter-dealer quotations and may not reflect actoal
transactions. Prices have not been restated in constant currency units.

Mexican Swock

Exchange NASDAQ
High Low High Low
{pesos per A Share} (US. dollars per A Share ADS)
Aunnnal highn and lews .
Wz....o diaeeens PP i e Ps 920 Pu. 560 USS2010 USSI1180
15.35 694 27.08 12.57
29.30 1545 5204 28.00

Pe 82 Pi. 694 USSISS0 USS1257

9.84 1.2% 19.10 1330
129 9.99 234 1883
1535 127 27.05 200
Ps2175 Pui545 US$4000 USS2800
222 19.00 3978 3.0
2.3 18.60 38.58 3151
29.30 22.00 52064 3801

Pai860 Pul1S45 USSI450 US$2800
7.0

2003 17.80 3126
2175 19.20 40.00 MR
2220 19.80 3978 1ol
20.60 19.00 3s.55 nom
21.10 19.85 37.5%0 B4
21.00 2000 33,00 3500
20.25 18.60 3536 3
o) 19.55 38.58 i
2525 2200 29 3801
2620 24.50 41.00 43q
2930 25.50 52.04 4525
P3000 P27.30 USSS337 USSHSI
R.60 30.30 55.89 5425
250 28.50 55.84 50,00
2040 27,00 5050 4805
gl 2740 51.50 43.90
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TRADING ON THE MEXICAN STOCK EXCHANGE

The Mexican Stock Exchange (Bofra Mexicana de Valores, SA. de C. V.), located in Mexico City, is the
only stock exchange in Mexico. Founded in 1907, it is organized as a corporation and operates under a
concession from the Ministry of Finance and Public Credit. Its shares are beld by 30 brokerage finns, which are
exciusively authorized to trade on the Exchange. Trading on the Mexican Stock Exchange takes place principaily
through automaed systems between the hours of 8:30 am. and 3:00 p.m. Mexico City time, each business day.
The Mexican Stock Exchange ogerates a system of automatic suspension of trading in shares of a particular
issuer as a means of controlling excessive price volatility, but undes current regulations this sysiem docs not
apply to securities such as the A Shares or the L Shares that are directly or indirectly (for example, through
ADS;s) quoted ob a stock exchange (mcluding for these purposes NASDAQ) outside Mexico.

Settlement is effected two business days after a share transaction on the Mexican Stock Exchange. Deferred
ttk even by ] agreement, is not permitted without the approval of the Mexican National Seaurities
Commission (CNBV). Most secwrities traded on the Mexican Stock Exchange, including those of América
Mévil, are on deposit with Instituci6n para el Deposito de Valores, S.A. de C.V. (indevsl), a privakly owned
securities depositary that acts as a clearinghouse for Mexican Stock Exchange transactions.
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Item 10.  Additiomal Information
BYLAWS

Set forth below is a brief summary of certain significant provisions of our bylaws and Mexican Jaw. This
description does not purport to be complete and is quatified by reference to our bylaws, which have been filed as
an exhibit to this annnal repori. For a description of the provisions of our bylaws relating to our Board of
Dirctors, Executive and Audit Committees and statutory auditors, e *Tiem 6—Dimctors, Senior Manageinent
and Employees.”

We amended our bylaws in July 2001 in order to comply with the amendments to the Securities Market Law
and the National Banking and Securities Commission Law published on June 1, 2001 in the Diario Oficial
(Official Gazette), which are designed, among other things, to protect the rights of minority sharebolders.

©On March 19, 2003, the CNBV published new general nules, the New Rules, for Mexican issuers, which
codify the principal rukes applicable to issuers and public offerings. The New Rules increased the obligations and
responsibilities of the Audit Committee by requiring the committee's opinion to delist or cancel the registration
of the shares of a company and to authorize any changes to the eccounting policies and practices. among other

Pursuant to the New Rules, we amended cenain articles of our bylaws on December 8, 2003 principally to
comply with the new requirements for the delisting and cancellation of the registration of our shares.

Orgunization and Register

América M6vil i a sociedad andnima de eapisal variable organized in Mexico under the Mexican General
Corporations Law (Ley General de Sociedades Meroantiles). It was registered in the Public Regisiry of
Commerce of Mexico City on October 13, 2000 under the namber 263770.

Share Capital

Our capital stock comprises Series AA Shares, without par value, Series A Shares, without par value and
Series 1. Shares, without par vatue. All of the outstanding shares are folly paid and non-asse ssable.

AA Shares and A Shares have full voting rights. Hlolders of L Shares may vote oaly in limited
circumstances as described under —Voring Righes. The rights of holders of all series of capital stock are
otherwise identical except for limitations on non-Mexican ownership of AA Shares. The AA Shares, which must
always represent a1 least 51% of the combined AA Shares and A Shares. may be owned anly by holders tha
qualify s Mexican investors as defined in the Forign Investment Law and our bylaws. See—Limbnions on
Share Ownership.

Each AA Share or A Share may be exchanged at the option of the holder for one L Share, provided that the
AA Shares may never represent Jess than 20% of our owtsianding capital stock or Jess than 51% of our combined
AA Shares and A Shaes. The AA Shares represented 93.33% of the full voling shares (AA Shares and A Shares)
and 29.89% of the toml capital stock of América Movil as of May 31, 2008,

1n an ordinary shareholders meeting heid on April 27, 2005, our sharcholders approved a three-for-one stock
split applicable 1o all classes of our capital stock. We expect the split to become effective during the third quarter
aof 2008.
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Vating Rights

Each AA Share and A Share entitles the holder thereof to one vote at any meeting of our sharebolders. Each
L Share entilles the holder to onz voke at any meeting &t which bolders of L Shares are entitled to vote. Holders
of L Shares are entitled to vote only to elect two members of the Board of Directors and the conesponding
aliernate directors and on the following maters:

+  the ransformation of América Mévil from one type of company to ancther,

+ any merger of Amnérica Mévil,

+ the extension of our corporat life,

»  owr vohmtary <issohstion,

» achange in our corporate purpose,

+ achenge in our siake of incorparation,

+ removal of our shames from listing on the Mexican Stock Exchange or any foreign stock exchange, and
¢ any action that would prejudice the rights of holders of L Shares.

A resolution on any of the specified matters requires the affirmative vowe of both a majority of all
outstanding shares and a majority of the AA Shares and the A Shares voting togeiher.

Under Mexican law, holders of shares of any series are also entitled 1o vote as a class on any action that
would prejudice the rights of bolders of shazes of such series, and a holder of shares of such series would be
entitled to judicial relief against any such action taken without such a vote. The determination whether an action
requires a class vote on these grounds would initially be made by the Board of Directors or other party calling far
shareholder action. A negative determination would be subject to judicial challenge by an affected shareholder,
and the necessity for a class voie would ulimaely be determined by a court. There are no other procedures for
determining whether a proposed shaxholder action requires a class vote, and Mexican law does not provide
extensive guidance on the criveria to be applied in making such a determination.

Shareholders’ Meetings

General shareholders’ meetings may be ordinary meetings orextreordinary meetings. Extraordinary general
meetings are those called to consider certain matters specified in Article 182 of the Mexican General
Corporations Law, including, principaily, amendments of the bylaws, liquidation, merger and transformation
from ane type of company to another, as well as to consider the removal of our shares from sting on the
Mexican Stock Exchange or any foreign stock exchange. General meetings called to consider all other matters
are crdinary meetings. The two directors elected by the holders of L Shares are elected at a special meeting of
bolders of L Shares. All other matters on which holders of L Shares are entited to vote would be considered at an
extraordinary general meeting. Holders of L Shares are not entitled to attend or address meetings of sharebolders
at which they are not entitied to vote.

A special meeting of the holders of L Shares must be held each year for the election or mtification of
directors and statutory auditors. An ordinary general meeting of the bolders of AA Shares and A Shares must be
held each year to consider the approval of the financial state ments far the preceding fiscal year, to elect of ratify
directors and statutory auditors and to determine the allocation of the profits of the preceding year.

The quorum for an crdinary general meeting of the AA Shares and A Shares is 50% of sach shares, and
action may be taken by a majority of the shares present. If a quorum is not available, a second meeting may be
called at which action may be taken by a majority of the AA Shares and A Shares present, re gardiess of the
number of such sheres. Special meetings of holders of L Shares are governed by the same rules applicable to
ordinary general meetings of bolders of AA Shares and A Shares. The quorum for an extraordinary general
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meeting at which holders of L Shares may not vote is 75% of the AA shares and A Shaws, and the quoram for an
extraordinary general meeting at which holders of L Shares are entitled to vote is 756 of the outstanding capital
stock. If a quorum is not available in either case, a second meeting may be called and action may be taken,
provided a majority of the shares entitled to vote is present. Whether on first or second call, actions at an
extraordinary general meeting may be taken by a majority vote of the AA Shams and A Shares outstanding aad,
on matters which holders of L Shares are entitled to voe, a majority vote of all the capital stock.

Holders of 20% of our outstanding capital stock may hawe any shareholder action set aside by filing a
complaint with a court of law within 15 days afier the clese of the meeting at which such action was taken and
showing that the challenged action violates Mexican law or our bylaws. In addition, any holder of our capital
stock may bring an action at any time within five years challenging any sharebolder action. Relief under these
provisions is only available to holders:

*  who were entitled to vote on, or whose rights as shareholders were adversely affecied by, the challenged
shareholder action, and :

*  whose shares were not represented when the action was taken or, if represented, were voted against it.

Shareholders' meetings may be called by te Board of Directors, its chairman, its secretary, the statatory
auditors or a court. The Board of Directors or the statitory auditors may be required to call a meeting of
shaholders by the holders or 10% of the outstanding capital stock. Notice of meetings must be published in the
Diario Oficial de la Federacion (Official Gazetie of the Federation) ar a newspaper of general circulation in
Mexico City at least 15 days prior to the meeting. In order to attend 3 meeting, shareholders must deposit their
shares at the office of our corporate secretary with a Mexican or foreign banking institution or with 2 Mexican
exchange broker. If 5o entitled to atend the meeting, a shareholder may be represented by proxy. The depositary
for the L Share ADSs and the A Share ADSs does not satisfy this requirement, so ADS holders are not entitled to
atend shareholder meetings. However, ADS bolders may still vow through the depositary.

Dividend Rights

At the anmual ordinary general meeting of bolders of AA Shares and A Shares, the Board of Directors
submits our financial statements for the previous fiscal year, together with a report thereon by the Board, to the
bolders of AA Shares and A Shares for approval. The bolders of AA Shams and A Shares, once they bave
approved the financial statements, delermine the allocation of our net profits for the preceding year. They are
required by law to allocate 5% of such net profits to a legal reserve, which is not them after available for
distribution except a3 a stock dividend, until the amount of the Jegal reserve equals 20% of our capital stock. The
emainder of net profits is available for distribation,

All shares outstanding at the time a dividend or other distribution = declared are entitled to participate in
such dividend or other distribution, subject to certain preferential rights of the L Shars. See “—Pre ferential
Rights of L Shares.”

Preferential Rights of 1. Sheres
Holders of L Shares are entitled to receive a camulative preferred annnal dividend of 0.00125 pesos per
share before any dividends are payable in respect of any other class of América Mé6vil capital stock. If we pay
dividends with respect to any fiscal year in addition to the L Share preferred dividend., such dividends rmust be
allocated:
+ fimst, to the payment of dividends with respect to the A Share and AA Shares, in an equal amount per
share, up to the amount of the L Share preferred dividend, and
. *  second, to the paymemt of dividends with respect to all classes of América M6vil shares such that the
dividend per share is equal.

8s



Upon liquidation of América Mévil, holders of L. Shares will be entitled to a liquidation preference equal to:

¢ accrued but unpaid 1. Share preferred dividends, plus

*  0.025 pesos per share (representing the capital attributable to such shares as set forth in our bylaws)
before any distribution js made in respect of our other capital stock in accardance with Article 113 of

Following payment in fall of any such nmount. bolders of AA Shares and A Shares are entitled to receive, if
available, an amount per share equal to the liquidation preference paid per L Share. Following payment in faBl of
the foregoing amounts, all sharebolders share equally, on a per sham basis, in ay remaining smounts payable in
respect of cur capial stock.

Limitation on Capital Increases

Our bylaws require dmauympiulmease be represented by new shares of each senesmprmmtnlbc
number of shares of each series outstanding.

Preemptive Rights

In the event of a capital increase, aholderol'enstmg shares of a given series has a preferential right to
subscribe for a sufficient number of shames of the same ®ries to maintain the bolder's exisdng .
heldings of shares of that series. Preemptive rights mmust be exercised within-the next 15 calendar days following
the publication of notice of the capital increase in the Diario Oficial de la Federacion (Official Gazette of the
Federation) and a ne wspaper of general circulation in Mexico City. Under Mexican law, preemptive rights camnot
be traded separately from the comresponding shares that give rise to such rights. As a result, there is no trading
market for the rights in connection with a capital increase. Holders of ADSs may exercise preemptive rights only
through the depositary. We are not required to take steps that may be necessary o make this possible. See
“Description of American Depositary Shares— Share Dividends and Other Distritastions™ under bem 12.

Limitations on Share Ownership

Our bylaws provide that af least 20% of our capital stock mnst consist of AA Shares. Our bylaws also
provide that A Shares and L Shares together cannot represent more than B0% of our capital stock. AA shares can
only be beld or acquired by:

*  Mexican citizens,

* Mexican cwpaanons whose capital stock is beld completely by Mexican citizens and whose amdes of
incorporstion contain a foreigner exclusion clause,

. Mzmmempomnonsvhoseamciesofmcaparmmpmvxdeﬂmuleutﬁl%ohhmmmlmck
myanlybelzldaacqmdbyu)hkxlcmcmzem, {ii) Mexican corporations whose articles of
incerp jon clause or (iii) Mexican corparaticns that aliow minority
foreign participatien,

* Mexican credit and insurance comparies,

*  Mexican investment companies operating under the Investment Companies Law and Mexican
institutional investors as defined in the Mexican Sequrities Market Law, and

* Trusts expressly permitied to acquire AA Shares in accardance with Mexican law and i which (i) the
majority of the trustee*s rights are held by Mexican citizens, corparations whose capital stock is
completely held by Mexican citizens, and Mexican credit. insurance and investment companies or (i)
the AA Shares controlled by the trust represent a minority of the omtstanding AA Shares and are voted
in the same manner as the majority of the outstanding AA Shares.

Tf foreign governments or states acquire our AA Shares, such shares would immediately be rendened without
effect or vahe,

&
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Non-Mexican investors cannot hold AA Shares except lbrougb trusts that effectively peutralize their voses.
SBCL one of our shareholders. bolds its AA Shares through a trust that has been approved by relevent authorities
in Mexico for this parpose.

Restrictions on Certain Transactions

Our bylaws provide that any transfer of more than 10% of the combined A Shares and AA Shares, effected
in one or more wransactions by any person ar group of persons acting in concert, requires prior approval by our
Board of Dimctors. If the Board of Directors denies such npprovel, however, Mexican law and our bylaws
require it to de signate an alternate transferee, who rust pay markel price for the shares as quoted on the Mexican
Stock Exchange.

Restrictions on Dercgistration in Mexico

Our shares ae registered with the National Regisiry for Securities, as required undes the Securities Market
Law and egulations issued by the CNBV.

of we wish to cancel our regi ,or if itis lled by the CNBV, the stockholders having the majority
of the ondinary shares or that may, on any basis, impose decisions at hareholders' ings, or appoint the
majority of the Board of Directors of the Company at that time will be sequized to make a public offer ©
purchase all ontstanding shares prior to such cancellation. ’

Unless the CNBV amhorizesodlemdse,th:aﬁaﬂ will be the higher of: (i) the average of the closing
price during the previous 30 days on which the shares may have been quoted, ar (i) the book value of the shares
in accordance with the most recent quarterly report submitted to the CNBV and to the Mexican Stock Exchange.

In order to comply with the Rukes, at the extraordinary sharebolders meeting held in December 8, 2003, we
amended certain articles of our bylaws. Some of the amendments were made to comply with certain new
requirements for the delisting and cancellation of the mgistration of the shares of the campany. As a result, cur
bylaws now provide that if, afier the public offer is concluded, there are still outstanding shares held by the
general public, the shareholders that control América Mévil will be required to crear a trost for a period of six
months, into which such controlling shareholders will be required to contribote funds in an amount sufficient to
purchase, at the same price as the offer price, the nember of cutstanding shares held by the general public. Within
the five days prior to the commencement of the public offer, after taking into account the opinion of the audit
committee, onr Board of Directors must publish its opinion regarding the offer price.

Tender Offer Rules

Our bylaws provide that any parchasers or group of purchasers that obiain or increase & significant
panticipation (i.e., 30% o more) in the capital stock of the company, without conductiag a previous pubtic offer
in accordance with the applicable rukes issued by the CNBV, would not have the right to exercis the corporaie
rights of their shares, and that the company will not register such shares in the share registry book.

Other Provisions

Variable copiial. We am permitted to issue shares constituting fixed capital and shares constinsing
variable capital. All of our outstanding shares of capital stock constitute fixed capital, The issuance of variable-
capital shares, unlike the issuance of fixed-capital shares, does not require an amendment of the bylaws, although
it does requir & majority vote of the AA Shares and the A Shares. Under Mexican law and our bylaws, if we
issued variable -capita) shares, any bolder of such shares would be eatited to redeem them at the bolder’s option
at any time at a redemption price equal to the lower of:

= 95% of the average market valve of such shares on the Mexican Stock Exchange for 30 trading days

preceding the date on which the exercise of the option is effective and
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*  the book value of such shares atthe end of the fizcal year in which the exercise of the option is effectire.

The redemption price would be payable following the annual ordinary general meeting of bolders of AA Shaws
and A Shares at which the relevant anmmal financial statements wer approved.

Forfeiture of shares.  As requied by Mexican law, our bylaws provide that “any alien who at the time of
incorporation or at any time thereafter acquires an interest or participation in the cnpmlofthecm'pwatonshall
be considered, by virtue thereof, ub&xmmwspemﬁaedmddnﬂbcdeemdwhawwdmtwmob
the protection of his own government, under penaity, in cam of breach of such agreement, of forfeiture to the
nation of such intere st of participation.” Under this provision a non-Mexican shareholder is deemed to have
agreed not to invoke the protection of his own government by asking such government to interpose o diplopaatic
claim against the Mexican government with respect to the shareholder’s rights as a sherebolder, but is not
deemed to have waived any other rights it may have, including any rights under the U.S. securities laws, with
Eapect o its investment in América Mévil, If the shareholder invokes such govemmental protection in violation
of this agreement, its shares could be forfited to the Mexican government. Mexican law requims that such a
provision be included in the bylaws of all Mexican corporations unless such bylaws prohibit ownership of shares
by non-Mexican persons.

Exclusive urisdiction.  Onur bylsws provide that legal actions rlating to the execution, interpretation or
performance of the bylaws shall be broaght only in Mexican courts.

Dwalon. América Mévil’s existence under the bylaws continues indefinitely.

Purchase of our own shares. According to the bylaws, we may repurchase our shares on the Mexican
Stock Exchange at any time at the then prevailing market price. Any such repurchase must conform 1o guidelines
established by the Board of Directors, and the amount available to repurchase shares must be approved by the
pgeveral ordinary shareholders meeting. In the event of any such repurchase, our capital stock will be reduced
automatically in an amount equal to the assumed par value of each repurchased share (deermined by dividing
our outstanding capital stock by the number of stares outstanding immediately prior to such mpurchase); if the
purchase price of such shares exceeds the assumed par value, the difference will be charged against amowunts
allocated from net earnings to & special reserve created for the repurchase of shares. Repurchased shares will be
beld a3 treasury stock, pending funme sales thereof on the Mexican Stock Exchange or cancellation. Our capital
stock is automatically increased upon the resale of such shares in an amount equal to their assumed par valoe:
any excess amount is allocated to the special reserve referred to above. The econamic and voting rights
corresponding to repurchased shares may not be exercised during the period in which we own such shares, and
such shares are mdamdbbeoﬂﬁmdmgfmpmpose:ofcﬂnﬂmngmyqumwvoemanymwdm
meeting during such period.

of merest. A shareholder that voles on a business transaction in which its inserest conflicts with
América Mévil's may be Lable for damages, but only if the transaction would not have been approved without its
vote.

Appraisal rights. ‘Whene ver the shareholders approve a change of carporate purposes, change of
natienality of the corporation or transfermation from one type of company o another, any shareholder entitled to
vote o such change that has vord against it may withdrow from América Mévil and receive the book value
attributable to its shares, provided it exercises its right within 15 days following the adjounmens of the meeting

-8t which the change was approved.

Rights of Sharehslders

_ The protections afforded t minority sharehalders under Mexican law are different from those in the United
States and many other jurisdictions. The substantive law concerning fiduciary duties of directors has not been the
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subject of extensive judicial interpretation in Mexico, unlike many stutes in the United States where duties of
care and loyalty elaborated by judicial decisions help to shape the rights of minority shareholders. Mexican civil
procedur does not contemplate class actions or shareholder derivative actions, which permit sharebolders in
U_S. courts to bring actions on behalf of other shareholders or to enforce rights of the corporation itself.
Shareholders cannot challenge corporate action taken at a shareholders™ meeting onless they meet certaim
procedural mquiremeats, as described above under “Shareholders® Meetings.”

As a result of these factors, in practice it may be more difficubt for our minarity shareholders 1o enforce
rights against us or our directors or controlling sharehalders than it would be for shareholders of a US. company.

In addiion, under the U.S. securities laws, as a foreign private issuer we are exempt from centain roles that
apply t© domestic U.S. issuers with equity securities regisiered under the U.S. Securities Exchanpe Act of 1934,
including the proxy solicimtion rules and the rules requiring disclosure of share ownership by directors, officers
and certain shareholders. We are also exempt from the corporate governance requirements of the New York
Stock Exchange and NASDAQ, except that beginning in July 2005 we will be subject to the requirements
conceming audit committee s and independent directors adopied pursuant to the Sarbanes-Oxley Act of 2002. For
a comparisan of our corporate governance policies and the corpernte governance requirements of the New York
Stock Exchange and NASDAQ, see “Corporate Governance™ under this liem 10.

Enforceability of Civil Liabilities

América Mévil is organized under the Jaws of Mexico, and most of our directors, officers and controlling
persons reside outside the United States. In addition, all of a substantial portion of our assets and their assets are
located in Mexico. As a result, it may be difficult for investors to e ffect service of process within the United
States on such persons. It may also be difficult to enforce against them, either inside or cutside the United States,
judgments obtained against them in U.S. courts, or toenforce in U.S, courts judgments obtained against them in
courts in jurisdictions outside the United States, in any action based on civil lisbdlities under the U.S. federal
securities laws. There is doubt as to the enforceability against such persons in Mexico, whether in original
actions or in actions to enforce judgments of U S. courts, of Liabilities based solely on the U.S. federal securities
laws.

CERTAIN CONTRACTS

Teke! has entered into concession agreements with the Mexican Commaunications Ministry with respect to
its licenses in each of the nine regions in Mexico. See “Mexican Operations—Regulation™ under ftem 4. A
number of our subsidiaries and affiliates have also d into ek jcati jon agreements with
regulatory authorities in the countries in which they operae. See “Mexican Operations,” *Non-Mexican
Operations—Telecom Americas™ and “Other Investments™ under liem 4,

Our agreements with related perties are described in “Related Party Transactions” under ltem 7.

EXCHANGE CONTROLS

Mexico has had a free market for foreiga exchange since 1993, and the government has allowed the peso to
float freely against the U.S. dollar since December 1994. There can be no assurance that the government will
intain its foreign exchange policies. See “Exchange Rates” under liem 3.
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CORPORATE GOVERNANCE PRACTICES

Pursusnt to Section 303A.11 of the Listed Company Manual of the New York Stock Exchange (NYSE) and
Rule 4350(a)1) of the NASDAQ Stock Market, Inc. (NASDAQ) Marketplace Rules, we are required to provide
a summary of the significant ways in which our corporate governance practices differ from those required for
U.S. companies under the NYSE and NASDAQ listing standards.

The table below disch the significant diffy between our corporate governance practices and the
NYSE and NASDAQ standards. This table inctudes only a brief summary description of our corporate
govemance practices. Some of our practices are summarized in farther detail above under lem 6.

NYSE Standards : NASDAQ Standards Osr Corporaie Governance Praciices
Diswibution of Arnuol and Interim  Distribution of Amnual and Diswribution of Annual and Interim
Reports. Annnal reporss mustbe  Interims Reports. Amnualrepons Reporis. We make available an
disributed to shareholders no larer  mus be filed with NASDAQ and annual repost containing audited
than 120 days after the close of distributed to shareholders prior to  consolidated financial saements

each fiscal year. §203.01 a lised company’s annyal during our annual meeting of
meeting. Rule 4350(b) shareholders. We disiribute 2 copy
: of the report containing a

reconciliation of net income and
sharcholders equity to U.S. GAAP
to our ADS holders of record. We
must make this distribution no later
than 225 days after fiscal yearend,
but we typically make it prior to or
shartly after our annual shareholders
meeting. We alzo file an annual
report on Farm 20-F with the SEC.
This fling is mquized to be made
within six months afier fiscal year
end.

We publish our quarterly interim

re suits within 45 days afier quarter
end. Owr mierim results are not
reconciled © U S. GAAP. A copy of
our ineerim results is submitted to
the SEC on Form 6-K. We make our

annual and interim eports available
to chareholders at owr corporate
headquarters and on o website.
Director Independence. Majoriy  Director Independence. Muajoriry  Director Independence.  Pursnant
of board of directors mus be of board of direciors sus: be to the Mexican Securities Market
independem. “Controlled independers and directors deemed  Law and our bylaws, owr
companies,” which would inchde  independens must be iderified ina  shareholders are required to appoint
our company if we werea U.S. listed company's proxy stazemerns 2 board of directors of between five
issuer, are exempe from this {or annual report on Form 10-K.ar  and 20 members, 25% of whom
requirement. A controlled company  20-F if the issuev does noefile a must be independent as defined
is one in which more than 50% of  praxy saement). “Conrolled under the Mexican Securities
the voting power i3 held by an companies,” which woald include  Market Law. Our board of directors
individual, group or another oy company if we were a U.S. is oot required to make a
company, rather than the public. issuer, are exemyx from thix determination as to the

$3034.07 independence of our directors. We

20
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NYSE Standards

NASDAQ Standards Our Carporate Governaace Practices
requirement. A comrolled do not and are oot required to
company is ane in which more identify owr independent directors.
than 30% of the votng power is
held by an individual, group or
another company, rather than the
public. Rules 4350(c)(1] & (c)(5).

The definition of independence
wnder Mexican law differs from that
under NYSE and NASDAQ

"

swandards. Under Article 14 Bis of

- the Mexican Secwrities Market Law,

a direcior is not independent if such
director is:
(i) an employee or officer of
the company (oue-year cooling
off period);
(ii) a sharebolder that, without
being an employee or officer of
the company, has influence or
apthority over the company’s
officers;

(iii) a consultant, or panmer or
employee of a consultant, to
the company of its affiliates,
where the income from the
company represents 10% or
moze of the overall income of
such consoltant;

{iv) an important client,
supplier, debtor ar creditor (or
a partner, director or employee
thereof). A client and supplier
is considered important where
its sales to or purcheses from
the company represent more
than 10% of the client'sor
supplier's total sales ar

purchases from the company
represent more than 15% of the
debtor’s or creditor’s total sales
or purchases;
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NYSE Standands

Execatire Sessions.  Non-
managemen: directors must meet
regularly in executive

NASDAQ Randards

Our Corporsie Governance Practices

Executive Sessit Independ
P

(v) an employee of a non-profit
eptity that receives
contibutions from the
company that represent more
than 15% of the total
comtributions received;

(vi) a CEO or other high
ranking officer of enother

‘ company in which the issver's
'CEO or other high ranking
officer is a member of the
board of directars: or

(vii)a “family member” pelated
to any of the persons mentioned
above in (i) through (vi).

“Family member” includes a
person’s spouse, concubine or other
relative of up to three degrees of
consanguinity and affinity, in the
case of (i) and (ii) above, and a
spouse, concubine or other relative
of up to one degree of consanguinity
or affinity in the case of (iii)
through (vi) above.

Our bylaws provide for an executive
committee of our board of disectors.
The executive commitee &5
currently composed of three
members, and the applicable
Mexican reles do not require any of
the members to be independent. The
executive commitiee may generally
exercise the powers of our board of
directoss, subject 1 certain
exceptions, and our board of
directors is required to consult with
the executive commitiee with
respect to certain matters. Owr Chief
Executive Officer is a member of
our board of directors and the
executive commitiee.

Executive Sessions.  Our pon-

direciors mus mee: reguarly in
b ions ar which only

withous managemers. Independent
direcsors should meer alone in an
executive session at least once a
year, 8303A.03

independen: directors are presen:.
Rule 4350c )21

8

managerment directors have not held
executive sessions without
managernent in the past, end under
our bylaws and applicable Mexican
iaw, they are not required to do so.
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NYSE Standands

NASDAQ Standards

Ou(:m&nunna Practices

Nominaing/Corporase Governance Nominating Commistee. Direcsor  Nominating Committee.  We do

Committee, Nominating/corporare
governance commirtee of
independery directors is required.
The cammizee mus: have a charter
specifying the purpose, diies and
evaluarion procedures of the
comminre. “Controlled companies™
are exemp from these requirements.
§303A.04

nominees must be selecred, or
recommended for the board’s
selecrion, ekher by a nominaring
camminee comprised solely of
independent direciors or by a
majoriey of independen: direcors.
Each lised company also muz

certify shar it has adopied a formal

charser or board resolution
addressing the Rominations
process. “Comtrolled companies™
are exemp: from thix requirement.
Rules 4350(c)4) & (c)(5).

Compensation Compencation Committee. CEO
Committee. Compensarion compensation must be desermined,
commiuee of independent directors  or recommended so the board for
is required, which nuest eval deser ion, either bya

and apprave execwive officer compensation commisee
compensation. The commiztee must  comprised solely of independent
have a charrer specifying the directors or-a majorlty of the
purpose, duties and evaluari independent direciors and the
procedires of the commistee. CEO may na be presevs dizring

*Conerotled companies™ are exempt
from this requiremens. §303A.05

Audit Commitree. Audl
comminee satisfying the
independence and ocher
requiremenss of Rule 10A-3 under
the Exchange Act and the more
sringent requirements under the
NYSE standards is required.
§§303A.08, 30BA.07

voting or deliberations.
Compensarion of all other
execwive officers muxt be
derermined in the same marner,

excepe thar the CEO, and any other
execisive officers, may be presens.

“Controlled companies™ are
exempe from this requiremens.
Rules 4350fc)3) & {c)i5}

Auadit Comminee.  Audit
comminee satisfying the
independence and other .
reguiremenss of Rule 10A-3 under
the Exchange Act and the more
stringens requiremenss under the.
NASDAQ sandards is required.
Rule 4350(d}

not bave a nominating committee or
carporate governance commitiee.
‘We are not required to have &
nominating/corporate govermance
committee.

As a controlled company, we would
be exempt from these NYSE and
NASDAQ standards if we were a
U.S, issuer.

Compensation Commitiee. We
are not required to have a
campensalion commitiee. As
recommended by the Mexican Code
of Best Corporate Practices, we
have a compensation committee
comprised solely of independent
directors upder the Mexican
Securities Market Law.

The compensation committes makes
recommendations to the Board of
Directors regarding executive
compensation.

As a controlled company, we would
be ezempt from these NYSE and
NASDAQ standards if we were a
U.S. issuer.

Audit Committee. We have an
auwdit committee of three members,
each of which is independent under
each of Role 10A-3 and the
Mexican Securities Morket Law,
One of our audit commitbee
members gqualifies as an “mudit
committee financial expert” under
Ttemn 16A of Form 20-F, and we
believe that all our currern andit
committee members are able to read
and undemstand fundamental
financial statements prepared in
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m NASDAQ Sundards Our Corporaie Governanee Practices
Our audit committee members are
not reqaired o satisfy the additional
independence and suitability
standards required by the NYSE and
NASDAQ. Our andit commitiee
operaie s pursuant o a witen
charer sdopted by our board of
directors, and the charter provides
that the committee must review and
reassess the adeguacy of the formal
written charter on an annual basis.
The respoasibilities of ot audit
commitiee include all those required
by Rule 10A-3, as well as all those
required by the Mexican Securities
Market Law or recammmended by the
Mexican Code of Best Corporate
Practices. For a mare detailed
description of the duties of our andit
comumiitee, e kem . Directors,
Senior Menagement and
Employees-Audit Conmmittee,

We also have an internal andit
department.

EBquity Compensation Egquity Compenzation Eguity Compensation

Plans. Equity compensation plans  Fians. Equiry compensasion Flans. Shareholder approval is not

requiire shareholder approval, plans require shareholder expressly required under Mexican

bjecs 10 limited exempti approval, subject 1o limited law or our bylaws for the adoption
$5303A.08 & 312.03 exemprions. Ride 4350(i){ 1 XA). and amendment of an equity-
compensation plan. However,
regulations of the Mexican Banking
and Securities Commission sequire
shareholder approval under certain
circumstances.

Shareholder Approval for lssuance  Shareholder Approval for Shareholder Approval for Isuance

of Secxrigies.  Ismuances of securities  Issuance of Securities.  Issuances  of Securities. Mexican law and

(1) tha will ressik in a change of of securities (1) that will resuk ina  our bylaws require us to obtain

conerol of the isswer, (2) tha are toa  change of conerol of the issuer, {2)  shareholder approval priar to any

relaed party or someone closely in connection with cenain issuance of equity securities.
related to arelaced party, (3) thar acquisitions of the sock ar assers of

have voring power equal to @ leas another company or (3} in

20% of the ausianding sock ion with i

voeing power before such issance or  tramsacrions other than public

{4) thur will increase the menber of offerings, reguire shareholder

shares of comwmon stock by a: leasr approval. Rules 4350%1 XBH D).

20% of the number of owtsonding

shares before such issuance, require

shareholder approval. :

§4§312.03b}(d)
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NYSE Standards

Code of Business Conduct and
Ethics. Corporate governance
guidelings and a code of business
conduct and ethics is required, with
disclosure of any waiver for
direcrors or executive officers. The
code must contain compliance
snandards and procedures chat will

NASDAQ Standards Oar Corporale Gowrnance Practices
Code of Business Conduct and Code of Busines: Canduct and
Etlics. Caorporare governance Ethics. We have adopted a code
guidelines and a code of business  of ethics, which has been accepied
conduct and ethics i3 reguired, by all of our directors and executive
with disclosure of any waiver and  officers and other personnel. A copy
the reasons for such waiver for of our code of ethics is available on
directors or executive officers. The  our web site:
code must include an enforcemere www.americamovil com.

Saciliare the effecrive operciion of

the code. §303A.10

Conflicts of

Interest. Determinarion of how to
review and oversee relmed pany
transacsions is left 10 the Listed
company. The audls comminee or
CORD bl 's A &r, couid
be considered the forum for such
review and oversighs. §307.00.
Cenain issuances of common stock
t0 a related party require
shareholder approval §312.03(b)

Solicitation of

Proxies.  Selicication of proxiex
and provision of proxy marerials is
required for all meetings of
shareholders. Copies of such praxy
solicisations are 1o be provided so
NYSE, §§402.00 & 402.04

hanism. Rule 4350(n).

Conflicss of Interest.  Appropriase
review of all relaed parry
wansacions for paeersial conflia of
ineeres: siruarions and approval by
an audis commizeee or another
independent body of the board of
directors of such sransactions is
required. Rule 4350(h).

Soficisation of

Praxies. Solicaastion of praxies
and provision of praxy maserials is
required for all meerings of
shareholders. Copies of such proxy
solichations are to be provided to
NASDAQ. Rule 43501(g).

95

Conflicts of Interest In
accordance with Mexican law and
our bylaws, our board of dirctors is
required to seek the opinion of owr
audit committee regarding any
tranzaction with a related party that
is outside of the ondinary course of
business.

Solicitation of Proxies. We are
not required under Mexican law to
solicit proxies or provide proxy
mxenials for meetings of
shareholders. In accordance with
Mexican law and our bylaws, we
inform shareholders of all meetings
by public potice, which states the
requirements for admission o the
meeting. Under the deposit
agreement relating to our ADSs,
holders of our ADSs mceive notices
of shareholders’ meetings and,
wher applicable, instroctioss on
how to instruct the depositary to
vote at the meeting. Under the
deposit agreement relating to our
ADS, we may direct the voting of
any ADS as to which no voting
instructions aw received by the
depositary, except with respect to
any matter where substantial
opposition exists or that materially
and adversely affects the rights of
holders.
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NASDAQ Staad ards

mrc:ﬁ-—mw Practices

Peer Review. A listed company
must be qudired by an independen:
public accourvans thae (i) has
received an external qualisy
control review by an independens
public accounxant (“peer review”)
thar determines whether the )
auditor's system of quality control
is in place and operaing
effectively and whether esrablithed
polictes and procedures and

plicable audising dards are
being followed or (ii) is enrolied in
a peer review program and within
18 monihs receives a peer review
that meers accepiable guidekines.
Rule 4350(%)

Peer Review.  Ourindependent
auditor, is not subject to “peer
review" as such term is defined in
Marke tplace Rule 4350(k).
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TAXATION

The following summary contains a description of certain Mexican federal and U S. federal income tax
consequences of the acquisition, ownership and disposition of L. Shares, A Shares, L Share ADSsor A Share
ADSs, but it does not purport to be a comprehensive description of all of the tax considerations that may be
®levant to a decision to purchase ar hold shares or ADSs.

The Convention for the Avoidance of Double Taxation and the Prevention of Fiscal Evasion and a Protocol
thereto (the “Tax Treaty™) betweeen the United States and Mexico entered into force on January 1, 1994, The
United States and Mexico have also entered into an agreement concerning the exchange of information with
®3pect to X matters.

This discussion does not constitste, and should not be considered as. kegal or tax advice to holders. The
discossion is for general information purposes only and is based upon the federal tax laws of Mexico (including
the Mexican Income Tax Law and the Mexican Federal Tax Code) and the United States as in effect on the date
of this anmun| report (including the Tax Treaty), which are subject to change, and such changes may have
retroactive effect. Holders of shares or ADSs should consult their own tax advisers as to the Mexican, U.S. or
other @x consequences of the purchase, ownership and disposition of shares or ADSs, including, in particular,
the effect of any foreign, state or docal tax laws.

Mexican Tax Considerations

The following is a general summary of the principal consequences under the Mexican Income Tax Law (Ley
del tmpuesto sebre la Renta) and rules and regulations thereundes, as curently in effect, of an investment in
shares or ADSs by a holder that is not a resident of Mexico and that will not hold shates or ADSs or a beneficial
i therein in ion with the conduct of a rade or business throngh a permanent establishment in
Mexico (s “nonresident holder”).

For purposes of Mexican taxation, tax residency it a highly echnical definition that involves the application
of a namber of factors. Generally, an individual is a resident of Mexico if he or she has established his or ber
home in Mexico, and a corporation is considered a resident if it is incorporated under the laws of Mexico or it has
its center of interests in Mexico. However, any determination of resideace should take into account the particular
situation of each person or legal eatity.

Tax Treaties

Provisions of the Tax Treaty that may affect the taxation of certain U.S. holders (as defined below) are
summarized below.

The Mexican Income Tax Law bas established procedural requirements for a holder disposing of his shares
10 be entitled 1o the benefits under any of the tax teaties 1o which Mexico is a party. These procedural
require meats inchude among others the obligation to (i) prove tax treaty residence. (ii) present tax calculations
made by ashorized certified public accountants and (ifi) appoint representatives in Mexico for taxation purposes.

Paymenr of Dividends
Dividends, either in cash or in kind, paid with respect o the L. Shares, A Shares, L Share ADSsor A Share
ADSs will not be subject to Mexican withholding tax.

Tavation of Dispositions

Under current Mexican law and regulations, there is no basis for the Mexican tax muthorities o impose taxes
oni fized by a sident holder from a disposition of ADSs, provided that (i) the transaction is
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carried out through (a) the Mexican Stock Exchange, (b) other securities exchanges or markets spproved by the
Mexican Ministry of Fimance or {¢) other securities exchunges or markets with ample securities trading that are
Yocuted in countries with which Mexico has entered inio an income lax wreaty, such as the New York Stock
Exchange, the Frankfurt Stock Exchange, NASDAQ and the Mercado de Valores Latinoamericanos-en Exros
(LATIBEX), and (i) certain other requirements are met. In additioq, income realized by a nonresident bolder
from tendering shares or ADSs pursuant to a public tender offer may be exempt from Mexican taxation. provided
that certain requirements are met. Sales or other dispositions of shares or ADSs carried out in other
circumstances generally are subject to Mexican tax, except to the extent that a nonreziden bolder is cligible for
benefits under an income tax rreaty to which Mexico is a party.

For non-resident corporations and individuals that do not meet the mquirements above mentioned, gross
income obtaised on the sale or disposition of shares will be subject to 5% tax if the transaction is cumied out
through the Mexican Stock Exchange or other securities markets approved by the Mexican Ministry of Finance.
Under certain circomstances, non-resident carporations and individuals, ah:nmiveiy may elect to pay 2 20% @ax
on the net amount of the ransaction.

Pursuant to the Tax Treaty, gains realized by a U.S. holder (as defined in—U.S. Federal Income Tax
Considerarions) from the sale or other disposition of shares, even if the sale or disposition is not carried ont
under the circumstances described in the preceding paragraphs, will not be subject to Mexican income tax,
provided that such U.S. holder owned less than 25% of the shares representing our capital stock (including
ADSy), directly or indirectly, during the 12-month period preceding such disposition.

Gains realized by other oonresident holders that are eligible to receive benefits pursant to other income tax
treaties to which Mexico is a party may be exermpt from Mexican income tax in whole or in part. Non-U.S.
bolders should consult their own tax advisers as to their possible eligibility under such teaties.

In other cases, sonresident holders will be subject to Mexican income tax on the sale or other disposition of
shams or ADSS. Such nonmsident holders should consult with their own tax advisers as to how Mexican income

_@x woald apply to their circumstances.

1f a corporation is a residert in a tax haven {as defined by the Mexican Income Tax Law), the applicable rae

- will be 40% on the gross income obtained.

Orher Mexican Taxes

Under certain cir es, & 3dent holder will not be liable for estate, inheritance or similar taxes
with respect to its boldings of dhares or ADSs: provided, however, that gratuitous vansfers of shares oy in
certain circumstances ®sult in imposition of 8 Mexican tax upen the mcipient. There are no Mexican stamp,
issue regisiration or similar taxes payable by a nonresident bolder with respect to shares or ADSs.

ULS. Federal Income Tax Considerations

The following is 2 summary of certain U.S. federal income tax consequences to U.S. holders (as defined
below) of the acquisition, owne rship and disposition of shares or ADSs. The summary does ot purport to be a
comprehensive description of all of the tax consequences of the acquisition, ownership or disposition of shares or
ADSs. The summary applies only to U.S. bolders that will hold their shares or ADSs a3 capital assets and does
not apply to special classes of U.S. holders such as dealers in securities or currencies. holders with 2 functional
currency other than the U.S. dollar, holders of 10% or mare of our voting shares (whether held direcdy or
throngh ADSs or both), tax-exempt organizations, financial institutions, holders liable for the ahernative
minimum tax, secirities traders electing to account for their investment in their shares ar ADSs o0 a mark4o-
market basis, and persons holding their shares or ADSs in 2 hedging transaction or as part of a straddle or
conversion transaction.

98



LB

LI

)

For purposes of this discussion, a “U.S. bolder” is a bolder of shares or ADSs that is:
*  acitizen or resident of the United States of America,
* acorporation organized under the lows of the Uniled States of America of any state thereof, or

. otherwise subject to U.S. federal income taxation on a et income basis with espect to the shares or
ADSs,

Each U.S. holder should consalt such holder’s own tax advisor concerning the overafl tax
consequenees 1o it of the ownership or disposition of shares or ADSs that may arise under foreign, state
and lecal laws.

Treatment of ADSs

In general. a U.S. bolder of ADSs will be treated as the owner of the shares represented by those ADSs for
U.S. federal income tax purposes Deposits or withdrawals of shares by U.S. holders inexchange for ADSs will
not result in the ealization of gain or loss for U.S. federal income tax purposes. U.S. holders that withdraw any
shates should consult their own tax advisors regarding the treatment of any foreign currency gain or loss on any
pesos received in respect of such shares.

Taxation of Diseributions

In this discussion, we use the term “dividends™ to mean distributions paid oat of cur corrent of accumalated
eamings and profits with respect to shares or ADSs. In general, the gross amount of any dividends will be
includible in the gross income of & U.S. holder as ordinary income on the day an which the dividends ax
received by the U.S. holder, in the case of shares, or by the depositary, in the case of ADSs. Dividends will be
paid in pesos and will be includible in the income of a U.S. holder in a U.S. dollar amount calculated by
reference to the exchange rate in effect on the dae thai they are received by the U.S. holder, in the case of shares,
or by the depositary, in the case of ADSs {regardless of whetber such pesos are in fact converted into US, doflars
on such date). If such dividends arx converied into U.S. doflars on the daw of receipt. a U.S. bolder generally
should not be required to recognize foreign currency gain or loss in mespect of the dividends. U.S, bolders should
consiuh their own tax advisers regarding the treatment of foreign cusrency gain or loss, if any, on any pesos
teceived by a U.S. bolder or depositary that ar convereed into U.S. dollars on a date subsequent to receipt.
Dividends paid by us will not be eligible for the dividends-received deduction allowed to corporations under the
U.S. Inemnal Revenoe Code of 1986, as amended (the “Code™).

Subject to certzin exceptions far short-term and bedged positions, the U.S. dotlar amount of dividends
rceived by on individua! prior to January 1, 2009 with respect to the ADSs will be subject to taxation ata
maximum rawe of 15% if the dividends are “qualified dividends.” Dividends paid on the ADSs will be weated as
qualified dividends if (i) the ADSs are readily tradsble on ap established secarities market in the United States
and (ii) we were not, in the year prior to the year in which the dividend was paid, and are not, in the year in
which the dividend is paid, (2) a pastive foreign investment company (“PFIC") ar (b) for dividends paid prior to
the 2005 tax year, a foreign personal bolding company (“FPHC™) of forign invesument company (“FIC”). The
ADSs are listed on the New York Stock Bxchange, and will qualify as readily tradable on an established
sectrities market in the United Stries so long as they are so listed. Based on our sudited consolidated financial
statements and rlevant market and shareholder data, we believe that we were not teated as & PFIC, FPHC or
FIC for U.S. federal income tax purposes with respect to the 2003 or 2004 taxable year. In addition, based on our
sudited consolidated financial statements and our current expectations regarding the vahue and natore of our
assets, the sources and nature of our income, and relevant market and shareholder dat, we do not anticipete
becoming a PFIC for our 2005 taxable year. Based on existing guidance, it is not entirely clear whether dividends
reczived with respect 1o the shaves will be treated es qualified dividends. because the shares are not themuelves
listed o a U.S. exchange. In addition, the U.S. Treasury has announced its intention to promuigate rules porssant
to which holders of ADSs or common stock and intermediaries though whom such securities are beld will be
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permited o rely on certifications from issuers to establish that dividends are remed sz qualified dividends.
Because such procedures have not yet been issued, it is not clear whether we will be able to coraply with them.
Holders of ADSs and commen shares should consult their own tax advisors regarding the availability of the
redoced dividend tax rate in the light of their own particular circmnstances.

Distributions of additional shares or ADSs to U.S. holders with respect to their shares or ADSs that are
made as part of a pro rata distribution to all of our shamholders generally will not be subject to U.S. federal

income tax.

Taxasion of Dispositions
A US. holder generally will recognize capital gain or loss on the sale or other disposition of the shares or

ADSs in an amount equal to the difference between the U.S. holder’s basis in such shares or ADSs (in US.
dollars) and the amount realized on the disposition (in U.S. dollars, determined at the spot ra®e on the date of
disposition if the amourt realized is denominated in a foreign currency). Gain or loss recognized by & U.S. holder
on such sale or other dizposition generally will be long-term capital gain or loss if, at the time of disposition, the
shares or ADSs have been held for more than one year. Long-term capital gain recognized by a U.S. holder that
is an individual is taxed at reduced rates of tax. The deduction of a capital loss is subject to limitations for U.S.
federal income tax purposes.

Gain, if any, realized by a U.S. hokder on the sale or other disposition of the shares or ADSs generalty will
be treated as U.S. source income for U.S. foreign tax credit purposes. Consequently, if a Mexican withholding
tax is imposed on the sale or disposition of the shares, a U.S. holder that does not receive significam foreign
source income from other sources may not be able to derive effective US. foreign tax credit benefits in respect of
these Mexican taxes, U.S. holders should consult their own tax advisors regarding the application of the forign
tax credit rules to their investment in, and disposition of, the shares.

Information Reporting ond Backrp Withhokding -

Dividends on, and proceeds from the sale or other dixposition of, the thares or ADSs paid toa U.S. holder
generally may be subject to the information reponting requirements of the Code and may be subject to backup
withholding untess the holder:

* esiahblishes that it is a corporation or other exempt holder, or

*  provides an accurate taxpayer identification number en a properly completed Internal Revenue Service

Form W-9 and certifie s that ne loss of exemption from backup withholding has occurred.
The amount of any backup withholding from a payment to a holder will be allowed as a cedit against the U.S.
bolder's U.S. federal income tax liability and may emtitle snch holder to a refund, provided that certain required
information is furnished to the Service.

U.S. Tax Consequences for Non-US. holders

Distributions. A bolder of shares or ADSs that is, with respect to the United States, a fomign corporation
©F & non-re sident alien individual (a “pon-U.S. balder”) generally will not be subject to U.S. federal income or
withholding tax on dividends e ceived on shares or ADSs, unless such income is effectively connected with the
conduct by the halder of a U.S. trade or busipess.

Disposirions. A non-U.S. holder of shares or ADSs will not be subject to U.S. federal income or
withholding tax on gain realized on the sale of shares or ADSs, unlesx:
+  such gain is effectively connecied with the condact by the holder of a U.S. trade or business, or
¢ in the case of gain ealized by an individual holder, the holder is prsent in the Unied States for 183
) days or more in the taxable year of the sale and certain other conditions are met.
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Informarion Reponing and Backup Withholding. Although non-U.S. holders generaily are exerpt from
backup withholding, a non-U S. holder may be required to comply with certification and identification
procedures in order to establish its exemption from information reporting and backup withholding.

DOCUMENTS ON DISPLAY

We file reports, incloding annual reports on Form 20-F, and other information vith the Securities and
Exchange Commission pursuant to the rules and regulations of the SEC that apply t foreign private issuers. You
may read and copy any materials filed with the SEC at its public reference rooms in Washingten, D.C., a1 450
Fifth Street, N.W., Washington, D.C. 20349. Please call the SEC at 1-800-SEC-0330 for further information on
the public reference room. As a foreign private issuer, we were not required to make filings with the SEC by
electronic means prior to November 4, 2002, although we were permitted to do so. Any filings we make
elecuonically will be available to the public over the Internet at the SEC's web site at hutp//www.sec.gov,
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lem 11.  Quantitative and Qualiiative Disclosures ahout Morket Risk
EXCHANCGE RATE AND INTEREST RATE RISKS

" We are exposed to market risk principaily from changes in interest rates and curreacy exchange rates.
Intere st rate risk exists principally with respect to our pet financial Liabilities bearing interest at fioating rates.
Interest rate risk also exists with respect to the fair value of fixed-rate financial assets and liabilities. Exchange
rate risk exisis with respect to our financial assets and liabilities denominated in curm ncies other than Mexican
pesos. We are also subject to exchange rate risks with respect to our investments outside Mexico.

At December 31, 2004, we had approximately Ps. 13,782.5 million (as compared to Ps. 6,668.5 million a3 of
December 31, 2003} in financial 2ssets denominated in curencies other than Mexican pesos, principally
consisting of cash, short+erm investments and marketable securities, and approximately Ps. 44,251.2 million {as
compared 10 Ps. 39,286.6 million a5 of December 31, 2003) in financial liabilities denominaed in currencie s
other than Mexican pesos, consisting of debt. Approximately 90.2% of our non-peso indebtedness as of
December 31, 2004 was denominated in U.S. doliars, whereas only a small portion of our operating cash flow is
denominated in U.S. dollars. As of December 31, 2004, we bad P5.21,634 million of debt that bove interest at
floating rates.

We regularly assess our interest rate and currency exchange exposures and determine whether to adjast or
hedge our position. We may use derivative instraments to hedge or adjust our exposures. Our bedging practices
vary from time to time depending an our judgment of the level of risk, expectations as to intesest or exchange
fate movements and the costs of using derivative instruments. See *Risk Management™ under Item 5. We have
2lso used derivative instruments from to time to seek to reduce our costs of financing. We wmay stop using
derivative instruments or modify our practices at any time. As of December 31, 2004, after taking into account
derivative transactions, approximatkely $2.1% of cur total debt was effectively denominated in U.S. dollars and
appraximaely 35.2% was effectively subhject to floating rates.

SENSITIVITY ANALYSIS DISCLOSURES

The poteatial increase in net debt and core sponding foreign exchange loss that would have resulted as a
December 31, 2004 from a hypothetical, instantaneous 10% depreciation of all of our operating currencies
against the U.S. doliar, would have been approximatly Ps. 1.9 billion. Such depreciation would have also
resuled in additional interest expense of approximately Ps. 146.7 million per annum, reflecting the increased
costs of servicing foreign currency indebiedness. .

A hypothetical, immediate increase of 100 basis points in the interest rawe s applicable to our floating rate
financial assets and liabilities at December 31, 2004 would have resulted in additional interest expense of
approximately Ps. 194.8 miilion per year, assuming no change in the principal amount of such indebtedness. The
potential loss in the fair value of our fixed.rate financial assets at December 31, 2004, that would have resulted

- from the hypothetical, immediate increase of 100 basis points in the interest rates applicable to such financial

instruments would have been approximately Ps. 13.4 million. This potential Joss would have been offset by the
potential reduction in the fair value of our fixed-rate financial liobilities at December 31, 2004 of approximately
Ps. 1.416.3 million, which would have resulied from that same increase in interest rates.

The above sensitivity analyses are based on the assumption of unfavorable movements in exchange or
interest rates applicable to each homogeneous category of financial assets and lLinbilities. A homogeneons
caepory is defined according to the currency in which financial assets and linbilities are d inated and
assumes the same exchange rate or interest rate movement with each homogeneous category. As a result,
exchange rate risk and interest rate risk sensitivity analysis may overstate the impact of exchange rate or interest
rate fluactmations for such financial inseuments, as consistently unfavarable movements of all exchange rates or
interest rates are undikely.
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Ttems 12.14.  Not Applicable

Item 15. Controls and Procedures

We carried out 2n evaluation under the supervision and with the participation of our management, inchading
our Chief Executive Officer and Chief Financial Officer, of the eflectiveness of the design and operation of our
disclosure controls and procedures as of December 31, 2004. There are inherent limitntions 10 the effectiveness
of any system of discloswe controls and procedres, including the possibility of buman error and the
circumvention or overriding of the controls and procedurs. Accordingly, evea effective disclosure coptrols and
procedures can oaly provide reasonable assurance of achieving their control objectives. Based upoa our
evaluation, our Chief Executive Officer and Chief Financial Officer concluded that the disclosure cantrols and
procedures as of December 31, 2004 were effective to provide e ascnable assurance that information required o
be disclosed in the reports we file and submit under the Securities Exchange Act of 1934, as emended, is
rcorded, processed, summarized and reported as and when required,

The has been no change in our internal control over finsncial reporting during 2004 that has materially
affected, or is reasonably likely to matedially affect, on internal control over financial reporting.

Item 16A. Audit Committee Financial Expert

The Board of Directors bas determined that Carlos Bremer Guiiérrez qualifies as an “audit committee
financial expert” within the meaniug of this Item 16A.

Item 168,  Code of Ethics

We have adopted a code of ethics, ss defined in bem 16B of Form 20-F under the Securities Exchange Act
of 1934, as amended. Our code of ethics applies to eur chiefexecutive officer, chief financial officer and
comptroller, and persons performing similar functions. Our code of ethics is available on our web site at
www americamovil.com. If we amend any provisions of our code of ethics that apply to our chief execitive
officer, chief financia! officer, comptrolier and persons performing similar functions, or if we gram any waiver of
such provisions, we wil) disclose such amendment or waiver on our web site at the same address.

Item 16C. Principsl Accountant Fees and Services

Andit and Non-Andit Fees

The following table sets forth the fees billed to us and our subsidiaries by owr independent auditors,
Mancera S.C. amenﬂ:erpnmofanst&YomgGlobal(“Mmcm”),dnrmglbeﬁsmiyeanend:dDeoember
31, 2003 and 2004:

Year ended Decersber M1,
2003 2004
{theasands of constant peses as »f
December 31, 2003)

Ps.20,908

2,649
11,071
51
Ps.34.684

Audn&esmdmsbovembk are the aggmgneﬁesbllledbyumaramdmaﬁﬂmesmcmwnh
the audit of our annual finmcial statements, the mview of our interim fi i and y and

egulatory audits,
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Aundit-related fees in the above table are the aggregate fees billed by Mancera and its affiliztes for the review
of reparts on our operations submitted to Cofetel and ate station services that ae not e quired by statue or
regulation in 2004 .

Tax fees in the above table are fees billed by Mancera and its affiliates for tax complimnce services, tax
planning services and tax advice services.

Other fees in the above wble am fees billed by Mancerz and i1s affilise s primarily related to assistance
connection with information technology &rvices.

Andit Comuuittee Approval Policies and Procedures

Our avdit commitiee has ot established pre-approval policies and procedures for the engagement of our
independent auditors for services. Our audit commitiee expressly approves on a case-by-case basis any
engagement of our independent auditors for audit and non-audit services provided to our subsidiaries or us.

Htem 16E. Purchases of Eqiify Securities by the Jssuer and Affiliated Purchasers. .
The following table sets out certain information concerning purchases of our L Shares by us and affiiated
parchasers in 2004: .

Total Nsmber  Appresimste Pesn
of L Shares Vatue of L Shures

. Porchased = that May Yei Be

Totol Number Average Price  Part of Publicly  Purchased Under
of L Shares Pasidperl.  Ansoanced Plaas tke Plans or
Progrons) Programi(d)

Period Parchased(l) Share or
January 2004 ... . ....o.iiheiii i 55385200 Ps.17.15 55385200 Pr. 4412317
February 2003 ........oohuneunnnn vearaees 84243200 18.74 32,000,000 3827571
March 2004 . .ouvivininiianairnsasneennss 103,213,300 20.22 64,880,200 2,509,757
CAPRL2008 L. 36,600,000 21.57 36,600,000 11,720,092
May2004 ... ..ovinniiiineciananianiunnns 91,423,900 19.44 82,193,000 10,103,593
JuRe 2004 ... ... 71,460,150 20.70 71,460,150 R.581457
TJely2008 ... e 28,333200 20.71 28,333,200 7.994,586
Angast 2004 ... 34,130,000 1941 34,150,000 7331663
September 2004 ... ... iiiiiiaaen i 104,893,550 2142 66,179,750 5,914 047
October2004 . ........vviiinianneannnar.- 85,603,300 70 63,683,400 4,468,785
November2004........ccvievuverreonnnn 32757812 2538 32,349,800 3,653,821
December 2004 .......oooviiiiiiniiiinns 14,026.750 3510 14,026,750 3161452
Total/Average ..........ooiiiiiiiiinen 742,090.362 20.69 581,241,450 73,679,141

(1) We do not repurchiase our L Shares other than through the share repurchase program. An aggregate of
160,848,912 L Shares were parchased by our affiliated purchasers in 2004, These shares were purchased
through open-market transactions.

(2) We periodically repurchase our L Shares on the open market using funds awthorized by our sharebolders
specifically for the reparchase of L Shaes and A Shares by us at our discretion. In a shareholders” meeting
held in April 2005, our shareholders authorized a Ps. 5,000 miillion incre ase in awr reserve for the repurchase
of additional 1. Shaves and A Shares, thereby increasing our reserve 1o Ps. 30,000 million.

(3) This is the approximaie peso amount available at the end of the period for purchases of both L Shares and
A Shares pursuant to our share repurchase program. These are nominal figumres and have not been restated
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The following table sets out certain information concerning purchases of our A Shares by us and affiliated
purchasers in 2004:

‘Total Nomber
of A Shares
Purchased( 1)

Total Nember  Approximate Peso

of A Shares Yaine of A Shares

Porchased that M=y Yot Be

Average Price’  Partof Parchased Under
Paldper A  Anxownced Pluss the Plans or
Share Programs(3)

569,400

2.818,100

or P'ww‘

P5.17.60 569,400  P1. 4412317
- 0 2827571
- o 2,509,757
- 0 11,720,092
_ 0 10,103,593

20.06 2,132,100 8581457
- 0 7,994 586
— 0 7,331,663
— 0 5914047

nn 116,600 4,468,785
— [h] 3,653,821
—_ 0 3,161482

19.67 2,818,100 73.679.141

(1) No A Shazes were purchased by our affiliated purchasers in 2004, and no A Shares were purchased by us in

2004 other than through our share repurchase program.

(2) We periodically repurchase our A Shares on the open market using funds anthorized by cur sharcholders
specifically for the repurchase of L. Shares and A Shares by us at our discretion. In a shareholders” meeting
beld in April 2005, our shareholders authocized a Ps. 5,000 million increase in our reserve for the repurchase
of additional L Shares and A Shares, thereby increasing our reserve to Ps. 30,000 miflion.

(3) This is the approximake peso amount available at the end of the period for purchases of both L. Shares and
A Shares pursuant to our share repurchase program. These an: nominal figures and have not been restated

for inflation.
Itern 17.  Not Applicable

Itern 18 Financial Statements

See pages F-1 through F-84, incorporated herein by reference.
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Item 19, Exhibits

Pursuant to the nules and regulations of the Securities and Exchange Commission, we have filed certain
agreements as exhibits to this annual repont on Farm 20-F. These agreements may contain representations and
warranties by the parties. These representations and warranties have been made solely for the benefit of te other
party or parties to such agreeme nts and (i) may be intended not as staiements of fact, but rather as a way of
allocating the risk to one of the parties to such agreemests if those staements tum out to be inaccurate, (i) may
have been qualified by disclosues that were made to such other party or parties and that either have been
reflecied in the company's filings or am not required to be disclosed in those filings, (iii) may apply maeriality
standards different frem what may be viewed #s mawrial to investors and (iv) were made only as of the date of
such agree ments or sach other date(s) as may be specified in such agreements and are subject to more recent
developments. Accordingly, these representations and warranties may not describe our actunl state of affairs at
the date hereof.

Documents filed as exhibits to this annual report:

11 Amended and restated bylaws (esrizos sociales) of América Movil, S.A. de C.V., dzied as of June 16,
20035 (together with an Englith translation).

21 L Share Deposit Agreement (nmpomdbywﬁelemewouruglmmn smzmemonerF-G File
No. 333.72960, filed on December 8, 2000).

22 A Share Deposit Agreement (incorparated by reference to our registration statemneat on Form F-6, Filke
No. 333-12962, fiked on December 8, 2000).

31  Sharcholders Agreement dated December 20, 2000 between América Telecom, S.A. de C.V. (a5
succe ssor to Carso Global Telecom, S.A. de C.V.) and SBC Intemational, Inc. (incorperated by
reference to the report of beneficial ownership of our shares filed on Schedule 13D on May 16, 2001).

4.1 Pos-spin-off Masier Agreement dated January 18, 2001 between Telé fonos de México, S.A. de C.V. and
América M6vil S.A. de C.V. (together with an English translation) (incarporakd by reference o our
registration staement on Farm 20-F, File No. 001-16269, filed on February 5, 2001).

4.2 First Amendment dated March 15, 2001 t Post-spin-off Master Agreement dated January 18, 2001
between Teléfonos de México, S.A. de C.V.and América M6vil, S.A. de C.V. (tpgether with an
English translation) (incorporated by reference to our anmual report on Form 20-F, File No.
001-16269, filed on Fuly 2, 2002).

43  Second Amendment dated April 30, MImm-Wﬁ’MamrAguemudmdlmmry 18, 2001
between Tekifonos de México, S.A. de C.V. and América Mévil. S.A. de C.V. (topether with an
English translation) (incorporaied by reference to our annual report on Form 20-F, File No.
001-16269, filed cn July 2, 2003,

44  Managerment Services Agreement dxed February 27, 2002 between SEC lmemmal Management
Services. Inc. and Radiomévil Dipm, S.A. de C.V. (incorporated by reference to our ennual repart on
Form 20-F, File No. 001-16269, filed on June 30, 2004)

4.5  First Amendment dated January 13, 2003 10 Management Services Agreement dated February 27, 2002
between SBC International Management Services, Inc. snd Radiomévil Dipsa, S.A.de C.V.
(mpmwdbymfemnce to our annual report on Form 20-F, File No. 001-16269, filed on June 30,

46 SemndAmﬂmmnhbdoaobam msmmSemtSemusAyeementdnedFebrmryﬂ
2002 among SBC International Management Services, Inc., Radiomévil Dipsa. S.A. de C.V., and
América M6vil, S.A. de C.V. (incorporated by reference to our annual report on Form 20-F, File No.
001-16269, filed on Jupe 30, 2004)
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43

4.8

4.9

8.1
12.1
12.2
131
14.1
142
14.3

Third Amendment dated January 1, 2004 to Management Services Apreement dated February 27, 2002
between SBC International Manapement Sevvices, Inc., and América Movil, S.A. de C.V.
(incarperated by refernce 1o our annual report on Form 20-F, File No. 001-16269, filed on June 30,
2009

Fourth Amendment dated January 31, 2005 to Management Services Agmemsm dated Fetruary 27,
2002 between SBC Internationa Management Services, Inc., and América Mévil, S.A. de C.V.

Operating and Administrative Services Agreement dated January 3, 2005 between América Telecom,
5.A de C.V. snd América Mévil. S.A. de C.V. (together with an English translation)

List of certain subsidianes of América Mévil, S.A. de C.V.

Certification of Chief Executive Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002,
Certification of Chief Financial Officer pursaant to Section 302 of the Sarbanes-Oxley Act of 2002,
Certification pursuant to Section 906 of the Sarbanes-Oxley Act of 2002

Consent of Mancera S.C.

Cansent of PricewstwerhouseCoopers

Consent of BDO Seidruan, LLP

Omitted from the exhibits filed with this annual report are certain instruments and agreements with respect

1o long-term debt of América M6vil, none of which authorizes securities in a total amount that exceeds 10% of
the total assets of América Mévil. We hereby agree to furnish to the Securities and Exchange Commission copies
of any such omitted instrumenis or agreements as the Commisgion requests. -
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SIGNATURES

The rgistrant hereby certifies that it meets all of the requirements for filing on Form 20-F and that it has
duly caused and authorized the imdersigned to sign this anymual report on its behaif.

Dated: June 30, 2005

AMBRICA MOVIL, S.A. DEC.V.

By: /¢ _Canrros Jost Garcia Morano ELZoOXDO

Nams: Carlos José Garcts Moreso Kizondo
THe: Chlef Financisl Officer

By: 19 ALsiarpro CANTO JMfNEZ
Name: Alejandro Cantt Jiménes
Title: General Counsel



REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Stockholders of
América Mévil, S A deCV.

We have audited the accompanying consolidated balance sheets of América Movil, S.A.de C.V.and
subsidiaries as of Decemnber 31, mmdm;md the related coasolidated stements of income, changes in
stockholders’ equity and changes in financial posit foteachofﬁ'edmeyenrsmt.bepenodendedDeeember
31, 2004, These financial staements are the respunnbn.kty of the Comperny’s management. Owr responsibility is
t© express an opinion on these financial staternents based on our audits. We did not apdit the financial staxroents
of América Central Tel, S.A. and subsidiaries, which statements colle ctively accounted for 8% of total operating
revenues for the year ended December 31, 2002, as well as the financial statements of TracFone Wireless, Inc,
which statements accounted for 14% of total assets and 7% of total operating revenves al December 31, 2004 and
for the year then ended, of the related consolidated amounts. Those financial statements, presented in accondance
with Inieroalional Financial Reporting and accounting principles generally accepied in the United States of
America, respectively, were examined by other independent auditars whose reports have been furnished to us,
and our opinion, insofar as it relates to the fi ial information utitized by Company 's management (be fore
conversion to accounting principles generally accepted in Mexico) of such subsidiaries in the consalidated
financial statememts of América Mévil, S.A. de C.V. and subsidiaries, is based solely on the reports of the other
independent auditors.

We canducted our audits in sccordance with auditing standands generally accepted in Mexico and in
accordance with the standards of the Public Company Accounting Oversight Board (United Stakes of America).
Those standerds require that we plan and perform the andit to ebtain reasonable assurance about whether the
financial statements are free of material misstatement. We were not engaged to perform an andit of the
Company’s internal control over financial rporting. Our andits inchuded consideration of internal contral over
financial reporting as a basis for designing audit procedures that am appropriate in the circumstances, bat not for
the purpose of expessing an opinion on the effectiveness of the Company's internal control over fivancial
mporting. Accordingly, we express no such opinion. An audit also includes examining, on a test basis, evidence
supporting the nmounts (including the Company’s conversion of the financial stalemeats of foreign subsidiaries
to accounting principles generally accepted in Mexico) and disclosures in the financial stalements, assessing the

. accounting principles used and significant estimates made by management, and evaluating the overall financial

statement presentation. We believe that oar audits and the reparts of other mdependent auditors provide a
wasonable basis for our opinian.

In our opinion, based on our audits and the reports of the other independent auditors, the accompanying
consolidated financial statements present fairly, in all mawerial respects, the consolidated financial position of
América Mévil, S.A. de C.V. and subsidiaries at Decerber 31, 2003 and 2004, and the cansolidsted resulis of
their operations and changes in their financial position for each of the tiree years in the period ended December
31, 2004, in conformity with accounting principles generally accepted in Mexico, which differ in certain wespects
from those followed in the United Staws of America. (See Noe 22)

Mancera, S.C
A Member Practice of
Emst & Young Global

/s/ Agustin Aguilar Laurents
C.P.C. Agustin Aguilar Lauents

Mexico City, Mexico
February 25, 2008,
(except for Note 20 bj as to which the dawe is March 9, 2005)
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Report of Independent Accountants

To the Board of Directoss-and
Sharebolders of America Central Tel. S. A.

In our opinion, the accompanying consolidated balance sheets and the related consolidated staements- of
income, of cash flows and of changes in shareholders’ equity present fairly, in all material respects, the financial
posmonanmaCenu-alTei S.A. and subsidiaries at December 31, 2002 and 2001, and the fesults of thefr
mmmﬂ&nnmﬁﬁwnhhymdmenﬁ,mmﬁmqmmmdmgm
These: financial state are the responsibility of the Company’s management; our rsponsibility is to express
an-opinion on these financial statements based on our andit. We condocted our andits-of these financial
statements in accordance with the standards of the Public Company Accounting Oversight Board (United States
ofAmerma).whichtequhetbztweplanMpafwmdxaudhstaobmhwamabkmabmwhemm
constlidated financial statements are free of material misstaiement. An andit includes examining, on a test basis,
evidence supporting the emounts'and disclosures in the financial statements, assessing the accotnting prisciples
used and significant estimates made by management, and evaluating the overall consolidated financie! staterments
Ppresentation. We believe thal our sudits provide a reascnable basis for the opinion. expressed sbove.

Asexplained in Note 2 to the. consolidated financial statements.at December 31, 2002, the company
prepared these consolidated finaniial statements for the first time in conformity with International.
Standards (IAS}, and, as required bypmmonsusnedbyme SlandmgCommzeonlmerpeuﬁmsofus it
mesizted both jts financial statements and retained eamnings as of December 31; 2001. As moe fully.explained in
mzmﬂ:cmmhdaedfmnmlmmdneﬂeetoﬁhmnmmdeammwmchnydmnnmd
CATIRORE.

International Accounting Standards (IAS) vary i cénain significant respects from -principles
gemﬂyaoceptedmthe United Stxies. The application of the latter would have affected the determinzation of
exp dinG jan Quetzales for the years ended December 31, 2002 and 2001
alﬂthekwnnnmonolconsoluhed stockholders® equity and consolidated cash flows abso expressed in
Cuxtemaian Quetzales at December 31, 2002 and 2001 to the extent summarizod in Note 17 10 the consolidaed
financial ‘gatements.

Febroary 20, 2003, except for Note 17, which is dated March 4, 2003.
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Mami Florida 33131
Fesephone: {305) 381-3000
Fax {303) 3701133

BDO Seidmnan, LLP MaBon Flaaactal Center
Accountanis and Consukants 1151 Bichell Avemue. Suite 201
£

Report of Independent Registered Public Accounting Firm

Board of Directors
TracFone Wireless, Inc.

We have audited the accompanying balance sheet of TracFone Wireless, Inc. and subsidiary as of December
31, 2004, and the mlated staements of income, changes in stockholders’ equity and cash flows for the year then
ended. These finmcial statements are the responsibility of the Company's mapagement. Our responsibility is to
eXpress an opinion on these financial statemeats based on our audit. The financial staternents of Trocfone
Wireless, Inc. and subsidiary, as of D ber 31, 2003, were audited by other auditars whom report dated July
28, 2004, expzessed an unqualified opinion on those statements.

We conducted oar audit in accordance with the standards of the Public Company Accounting Oversight
Board (United States). Those standards require that we plan and perform the andit to obtain reasonable assurance
about whether the financial statements are free of material misstatement. The Company is not required to bave,
nof were we engaged 1o perform, an sudit of its internal control over financial reponting. Our audit included
considerntion of internal control over financial reporting as a basis for designing audit procedures that are
appropuiste in the circumstances, but not for the purpote of expressing an opinion on the effectiveness of the
Company's intemal control over financial reporting. Accordingly, we express no such opinion. An mdit also
includes examining, on a st basis, evidence supporting the amounts and disclosures in the financial statements,
assessing the accounting principles used and significant esti made by management, as well as evaluating
the overall financial statement presentation. We believe that our andit provides a reasonsble basis for our
opinion.

In our opinion, the financial stements referred to above present feirly, in a3l material respects, the financial
position of TracFone Wireless, Inc. and subsidiary as of December 31, 2004, and the results of their operations
and their cash flows for the year then ended in conformity with accounting principles generally accepted in the

United State's of America.
Bpo M\-ﬁ—»\ ‘LL_\&
Certified Public Accountants
Janumary 31, 2005
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AMERICA MOVIL, S.A. DE C.V. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF INCOME

(Amounts in thousands of Constant Mexican Pesos as of December 31, 2004, except for eamnings per share)

Year ended December 31,
Mition of
US. dollars
2082 2003 2004 2004

P. 51385074 P. 70,180,060 $ €230

TRIBIE 12283427 18,047241 161
5,208,076 7160316  10,782,73 957
4,183296 637516 11L81L124 1031
TS6ESES 12605474 240869  2.D
62843233 90401307 134,735,797 11962
Operating costs mud expes scs:
Comtofsales . ...oooviiiiiiiiii it iiiiiiaias 22872652 3531465  6L,147278 S48
Cost of sales and wrvices with related partics (Nate 16) ... .. 3,826,385 4,104,539 4268679 ksl
Commercial, edminisirative and geverad . ... ...l 12702942 16935283 26,505,586 2,383
Commercial, sdmisistrative mdgulna!vuh elated parties
[ T 691,324 356,510 7364558 &
Inqumemefmmmnfﬁhxu(?imm ........... 42910
and (Nows 7 and 8) (inchudes
P 6,318,052, P. 10,829,363 and P. 13,388.47 3 for the yoarn
ended Decetmber 31 2002, 2003 and 2004, rspectively sot
inchided tncostofsales) ...l 9052928 14598121 18595102 1681
49,189,148 71500082 111,253,140 9876
13,654,007 18,892,225 234935687 2,086
1474241 2506211 2315612 206
Q565151 (976257 (4529M1)  (408)
(60,184) 4.95 (661) 1)
Exchange (loss) gain, net (1.605640) 1425099 2444331 w7
Monetary gain, net 3021033 2472804 2952308 262
Other financing cost, net (1,339.851)  (199224) (L,210282y  (107)
(1,076,152) 2,233,580 1,908,394 169
Other income (Jossh Bet .....oonuit i iiiaiaiinasan, 284080  (1,099.176) 83875 L]
Income before izcome tax and employee profit sharisg . ......... 12862020 20026632 2549926 2,263
Provisions for:
Income tax (Note 18) ...... 33I9M 3447629 7991676 709
Employee profit sharing ... .. . e 212,80 280,805 539,770 ®
3500777  3,708434 8331446 75
Income before equity in resubts of affiliates .......... ...l 9271243 16318198 16,959 480 1,585
Equity in st myubts of affiliates .. ...l 4.386,165)  (136,312) (92,763) @)
Net income before minoriky interest 4885078 16,181,885 16,866,717 1497
Minority intcrest 146,892 370,109) (353399) 31)
Net income P_ SO31970 P 15811,777 P. 16513318 8 1,466
Weighed 13,123 12,912 125 12,502
Net income camisgs per sharc P 038 P 2P 1.2 3 o

The accompanying notes are an integral pant of these financial saements.
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AMERICA MOVIL, S.A. DE C.V. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS
{Amounts in thonsands of Constant Mexican Pesos as of December 31, 2004)

Decernber 31,
Miltlos of
US, dollars
2003 2004 2004
ASSETS
Cumrent assets:
Cashandcashequivalents ............ooiuiniinnnn.. P. 9.769,165 P. 16518,146 $ 1466
Marketable secarities (NOB 3) .. .ovvineiinornconaesnns 836,126 2.590,038 230
Accounts receivable, net (Noted) ................o.on.. 12,007,108 20,807,599 1847
Relued parties (Noe 16) ........ . 681,426 977,298 87
Inventories, net (Now 5) . . . 5,500,654 11243,231 993
Prpaid expenses (Noke 6) ..... e © 194,387 17 15
Other cutrent assets.net (No® 7Y .. ......oiiiiinvnanss 2,098,362 3002894 267
TOW] COMBOLBSIBLS . . . ..ovvis e rvesenaaresroraresoncnas 31,087,228 55312464 4910
Investments in affiliates and others Mote 9) ...............0ut 2,680,871 652,070 58
Piant, property and equipment, net (Note7) ........ovvveuens 74,854 931 84913441 7.538
Prepaid experses (Note 6) 2,836476 2425611 215
Licenses, net (Note 8) ....... 27,147,383 2797110 2433
Trademarks, set (Noe 8) .... 8,294 001 757,238 627
Goodwill, et (Noe 8) ....... 8445020 9523412 845
Other non current assets, et (Noe 7) ... 2,416,517 6,765,661 601
Total 2SSets .. .o0unieniiineninnn P.157,762,427 P.194621,028 $17.277
LIABILITIES AND STOCKHOLDERS' EQUITY
Cunent lisbilities: )
Short-ierm debt and current portion of long-term debt
MO 13) . iitiiiiisiiiieerineisnisencnrononoen . POI2T6TIE P 5392488 0§ 479
Accounts payable and accrued liabilities (Now 12) ......... 20,979,828 36,560,984 3246
Taxespayable .. ..ot 3,132,604 5367950 477
Relaed parties (Nok 16) N 136,245 157,164 14
Deferred reventes . ....oocovveurneiinnisusiornranares 4,863,250 7.082,045 629
Total carrent liabilies .. ..... ..., 41,848,643 54569631 4,845
Long-ermdebt (NOB 13) ..o.ovviiiiiiiiieariinnonananns 39,135465 56,067,353 4977
Deferred taxes (NOte 18) ... avvriarcsvannaisinrrosinnonas 3,838,230 6.193,385 550
Deferredcredits . ....... ... .. i - 136,124 222770 20
Total liabiBihes ... .......coiieiiiiiiiiirii e 84953462 117053139 16,392
Stockbolders' equity (Note 17):
Capital Stock .......ooiiiii e 32,810,299 32,795,120 291
Retained e amings:
PHOE YEAS . ... ovinie i ea it 34,369,265 36214,535 3.215
Netincome fortheyear ........occoiiiiiiinninnnianns 15.814,777 16513,318 1466
50,181,043 52,721.853 4,681
Other accumidated cornprebessive lossitems ................. (15,550,719) {9614,498) (B54)
Total majority stockholders’ equity ................c00iiaiss 67440623 75908475 6,738
MIDOTHY EMBIeST ... .. oiuiiiiiiiiiiiiaiarii i iiarnnas 5,363,342 169414 147
Totnd stockholders' equity ............ccoiiiiiiiiiviannn 72,803,965 77567 889 6885
Total liabilities and stockbolders’ equity ......... Ceerraaanaes P.157,762427 P.AR4621,028 $17,277

mm;)myingnotesmminhgmlpanaftbseﬁmdal staements.
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AMERICA MOVIL. S.A. DE C.V. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CHANGES IN FINANCIAL POSITION
(Amounts in thousands of Constant Mexican Peses as of December 31, 2004)

Year ended D her 31,
Millica of
US. dollars
2002 2003 2004 2003
Operating activitles:
Net income before minority _immn ................. P. 4885078 P. 16181886 B, 163866717 $ 1497
‘ 6759028 10231574 1225781 1088
2,293,900 4,366,547 5595918 497
Amaontizaticn of less cn sak end e hack 140998 433,491 43
A tration of prepaid expenses ... ...... 79342 258,906 3
Defercd income tax ud emp!oyee profit
(400.730) 84399 12,6659 px7)
42,910
486,165 136312 92,763 8
17 966,351 31,221,058 38220518 3393
(1,793731)  (5,1458%1)  (B300491) {181)
{246,706) (3.171.863) 173083 15
650,406 2211160y  (57425TD 510
(3738522 (§737,167) (509)
Accounts paytbh and accrucd Jabilities 926,307 9.013702 15,590,156 1,384
Relacdparties ....oooviieiiiiiiianicinnn.e o 1.037,603 {20,078) (274953) 24
Dekemred mveses andoredits ...l .. 1,225,350 2,046,040 2305441 204
Taxes paymhhe .. ... ovnenennennasinn e 650092 2551663 2102390 186
Resources provided by operating activities ............... 20,415,622 30,544 949 37,836,402 3,358
Financing sctivities:
Newloams .. ...ooveeeetiiiiiiiiii i eniiann, 44.022.962 23,680,609 47888467 3,251
Repaymeat of boams . ....ooiviiiiiiiiiiiiiaaaiie, (16.234.450) (20995436 (35404928) (3},143)
Decreasc in capital stock und retained carsings due to
purchase of Company's own shares .........oo0icl 2.305,763) (LO26097) (12427973  (1,103)
Cashdividends paid ......o.oviviiaiiiiiciiian., (650.385) (835119)  (1,571,49) (140)
Effect of inflation and exchange e dific o3
L Q,086011) (1,342,825 (2,895879) (287)
Resouroes provided by {used in) finascing activities ... ... 22,746,383 (518.568)  (4,412.260) (392)
Iuvesting activitles:
Investment in plant, pmpeny andequipment .. ...... .. (26,808,086) (23,520032) (21,223862)  (1,884)
Tavestment in subsidiaries snd affiliated companles .. .. 866.331 (2,221,583) 584,107 2
Investment in marketable secuzities . ...o...ol Ll 9,854,717 752348 (1,753912) (156)
T 3,517,164 (4057321 (360)
Initial cash from companies acquired . ... .......... 00 1642085 916,602 322,083 F-4
Investmen in trademarks ......hiiiiiiiiiiiilane {7.149268) (1901759 -

. Investmentin Boenses .....cieiiiiiiiiiiae et (14.483,388) (7,806 562) (841,248) (48)
Resouroes used in investing nclhﬂne! ................... (36076,740) (30263922) (26675,1%9) (2.367)
Net increase (docrease) in cash and cash equivalents ... .. .. 7,085,235 QU5 6743981 599
Cash and cash equivalents at beginniag of the year . ........ 292140 10,006 706 9,769,168 867
Cash and cash equivalents st end of the yewr .............. P. 10006706 P. 9769165 P.16518,146 $ LAG6

The accompanying notes are an integral part of these financial styements.
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AMERICA MOVIL, SA. DE C.V, AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
{Amounts in thousands of Constant Mexican Pesos
as of December 31, 2004, except when indicated otherwise)
1. Description of business and operations

América Movil, S.A. de C.V. and subsidiaries (collectively, the “Company™ or “América M6vil™) is the
leading provider of wireless communications services in Latin America.

América M6vil has subsidiaries and equity inve stments in affilisted companies in the telecommunications
sector in Mexico, Guatemala, Nicaragua, El Salvador, Ecuador, Brazil, Argentina, Colombia, Honduras, Uruguay
and the Unied States.

At December 31, 2003 and 2004 América Mévil's equity interest in its principal subsidiaries and affiliated
compandes is as follows:

Equity rierest at December 31,
Nanse of company Location 2083 004
Subsidiaries: (13
Sercotel, SA deCV. ... . P Mexico 100.0% 180.0%
Radiomovil Dipsa, S.A.de CV. (Tedeel) ..........0ven ... Mezxico 1000 100.0
TracFone Wireless, Inc. (Tradone) .. ..........ooiaits USA 98.2 98.2
Telecom Américas. Led: Q) ..o eres ... Bermmuda 9758 97.8
Alecan Telecomunicacoes, Iada. . ......coocvveeuenn s Brazil 975 78
ATL Teleoomleste, SA ... . oiiiiiniiinrnenennnn Brazil 918 978
Americel, BA. ... ... i ia e Brazil 960 963
TeRLSA ..oooiiinnnnnn eriaaenas crreireieneiaes Bl 965 968
B8, 8o A. v et e aea e oan Brazil - 918 978
BSE, S.A. .ttt i e Brazil 975 9738
BOP. S A i i i i i i iacr iy e Brazil 975 97.8
Stemar Telecomumicacoes. S.A ..c..cvueersavriess... Brazl 975 978
América Central Tel, SA ACTE N .oovovvivinnien ... Guatemals 1000 100.0
Tel icaciones de Gt In, S.A. (Telgua)............ Guatemala 98.8 99.0
Neweotel, B.A. ..., i iianratersoinanns Guatemala 98.8 9990
Servicios de Comunicaciones Personales Inalfmbricas,

S.A, (Sercom) ... .uvaiiiianns riaes feerheear e . Guatiemaia 98.8 990
Servicios de C icaciones de Nicaragua, S.A. ........ Nicaragua 98.8 99.0
Telglob, S.A. ...oo. it Guatemala 988 990
Telefon(a Publica de Guaternala, S.A. (Publitel) ......... Guatemala 988 990
Arrendadora en Telecommicaciones, S.A. <. cvvvveeces ‘Guatemaln ‘ 983

AMX EtSalvador, LLC ..............cciiieiinin, Delaware 1000 1000
Compaffa de Telecomunicaciones de El Salvador, S.A. de

CV.(CTEY@) ..o El Salvador 510 949
CTE Telecom Personal, S.A.de C.V. (Personal) ......... El Salvador 510 949
Cablenet, S.A.de C.V. (Cablenet) .......cvovuveninens El Salvador 510 94.9
Telecomoda, S.A. de C.V. (Telecamoda) ............... El Salvador 510 94.9

. Publicom, S.A.de C.V.(Publicom) ................... E} Salvador 51.0 94.9

Connmicacién Celalar, SA. (Comeely: (8) .. ............. Colombia 956 992
Occidente y Caribe Celular, S.A. (Oocel) ............... Colombia o934
Celearibe, S.A. ... iinieinerenae e Colombia 94.0
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AMERICA MOVIL, S.A. DE C.V. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

{Amounts in thousands of Constant Mexican Pesos
as of December 31, 2004, except when indicated otherwise)

Equity Interest al December 31,
Name of company Locatlon 203 2004
Consorcio Ecvatorians de Telecomunicaciones, S.A.
{Conecel).....oinuvenn N e e i e seraaaea e Ecuador 1000 160.0
Techte)-LMDS Comunicaciones Interactivas, S.A. .......... Argentina 60.0
CTI HoMdings, SA. (6) ........cooiii i, Argentina 920 100.0
CT1 Compaiifa de Teléfonos del Interior, S.A., (CTT Interior) ..., Argentina 920 1000
CTIPCS,SA(CTIPCS) «..ovvrieeaereannenaeiaannns Argentina 920 180.0
Empresa Nicaragiiense de Tebecomunicaciones, S.A. (Enitel) ... .. - Nicaragua 99.0
Megatel de Honduras, S.A. Megate} (1) .......c..vvuuune. ... Hopduras 150.0
AM Wireless Uruguay, SA ...t Uragoay o000
Affiliates: (1)
Grupo Telvista, S.A_ de C.V. (forrmerly Organizacitn
Recuperndora de Cartern, S.AA. @ CV.) .ovovvhevniann oo Mexico 450 45.0
Génesis TRICOML, 8.A. ..t viuiineesnensonrcasnnrensonry Vereznela 250 26.0
Therbanda, S.A. . .oiuieiniiti i, Spain 17.8 178
Network Access SOlUtions . .......ooutiisieieiriinniniies USA 20 20
US Commercial Cotp, SA.de C.V.(USCO) ................. Mexico 29.7
(I} See Now 9 for a description of activity in subsidiaries and affilistes.
(2) The name “Telecomn Américas” as used hereinafier will refer collectively w the companies Alecan, ATL.
Americel, Telet, Tess, BSE, BCP, and STEMAR.
(3) Includes Nicamgua operstions.
"(4) The name “CTE" asused heminafter will refer collectively 1o the companies: CTE, Personal, Cablenet,
Telecomoda and Publicom.
(5) On December 31, 2004, Occidente y Caribe Celular, S.A. (Ocoely and Celcaribe, S.A. were merged into

Comunicacién Celular, S.A. (Comcel), the surviving company. The merger gave rise to no important
effects. All merged entities will bereinafier be refesred to as Cameel.

The name “CTT" as used hereinafier will s fer collectively to the companies: CT1 Holdings, CT1 Imerior and
CTIPCS.

In January 2005, Megatel changed its name to Servicios de Comunicaciones de Honduras, S.A.

América Mévil has licenses to install, operate and manage mobite telecommunications services in Mexico,

Guatemala, Nicarngua, Honduras, Uraguay, El Salvador, Ecuader, Colombia, Argentina and Brazil. These
lice nses will expire cn various dates between the years 2008 and 2028.

Except for Gustemala and El Salvador, licenses awarded in Mexico, Brazil, Colombia, Argentina, Ecundor,

Nicoragus, Honduras and Uraguay generee the payment of contributions to their respective governments, based
in some cases on a percentage of revenue and in cther cases on the number of chanels in operstion.

Telgua, CTE and Enitel provide fixed-line telephone services.

TracFone resells cellvlar airtime on a prepaid basis through retailers to customers who use elephones

equipped with TracFone software. TracFone does not own a cellular infrastructire but purchases aistime from
carriers throughout the United States.
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AMERICA MOVIL.S.A. DE C.V, AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continved)

{Amounts in thousands of Constant Mexican Pesos
as of December 31, 2004, except when indicated otherwise)

lnDecemberm,tlxMexicaanemlo‘ nment awarded Telcel a li to install, operate and manage
basic radiotelephone domestic and intemational long-distance and data wransmission services in Mexico. The
term of the license is for 15 years, which may be extended at the discretion of the government.

InEbmarym.'l'ehemnmicasmmditsmiginalamdscelhﬂmcomessioas.fmmamohile
ceilular commmmications system (SMC) to mobile access system (PCS). This change will allow these companies
to exercise an option to extend the life of the licenses for an additional 15 years, upon payment of a certain fee.

2. Significant accounting poficies
The most important accounting policies and practices followed in the
are described below:

preparation of these financial sistements
a) Consolidation

The consolidated financial striements inchude the accounts of América Mévil end those of the subsidiaries
weferred to in Note 1. All of the companies operate in the telecommunications sector or provide services to
companies operating in such sector. Minority interest rlates to the Company’s foreign subsidiaries.

All significant intercompany accounts and transactions bave been eliminated in the consolidaed financinl
statements.

b) Revenue recognition
The Company recognizes revenues from the following activities: sale of airtime (inchuding interconnection).

- monthly rent, long distance charges, other services (including roaming, value added services and other service

charges). as well as the proceeds from the sale of cellular phone s and acce ssories.

Revenues are recognized at the time services ave provided. Mobike elecommaunicaticns services are
provided either under prepaid (calling cards) or under contract (post-paid) plans. In both cases, airtime revenues
are recognized as a customer uses the airtime o when the card expires in the case of prepaymems for unused

Monthly basic rent under post-paid plans is billed in arrears based on the r2ies approved by d= regulatory
authoritie s in each country, except in Mexico and Colombia, where basic manthly reat is billed ane month in
advance. Revenues from basic monthly rent in Mexico and Colombia are deferred and are recognized at the time
services are provided.

Re from i ions, which ist of calls of other carriers that enter the Company's cellular
network (incoming interconnections), are recognized at the time the service is provided. Such services are billed
based on rates previously agreed with the other carriers. Such rates are regulated by the respective authorities.

Lngdimme@gesmfamnhﬁmusediarece&ving from or making calls to regions or coverage areas
outside of the area where the customer service is activated. The related revenues am recognized at the time the
service is provided. .
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AMERICA MOVIL, S.A. DE C.¥, AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS —Cantinued)

iAmounts in thousands of Constant Mexican Pesos
as of December 31, 2004, except when indicated otherwise)

Roaming charges tepresent airtime charged to customers for making calls outside their coverape areas of
abroad. The rmlated revenues are recognized at the time the service is provided based on the rates agreed upon
with other domestic and international caariers.

Vahe added services and other services include voice services and data transmission services (such a5
two-way written messages, call information, erergency services, among others). Revenues from such services
are recognized et the time they am provided.

Sales of handsets and accessories, which for the most pant are made to antherized distributors, are recorded
as reveme at the time the associated risks and bena fits are transferred to such distributors.

The Company usnally does not charge activation fzes to its customers; however, in certain regions and
depending upon market and competition strategies, certain activation fees are charped. The Company recognizes
e venues from these fees when billed. The se revenues are not deferred because they are not makerial to the
Company’s financial statements.

Telgua and CTE’s revenves from telephone line instetlation fees are deferred and recognized over the period
during which telephone services are expected to be performed.

¢ Cost of cellalar telephone equipment

The cost related to celhadar tekephone equipment is recognized in results at the time the corresponding
income is ®cognized.

d) Interconnection costs

Interconnection costs represent the costs of ontgoing calls from the Company’s cellular network to other
carriers’ petwork., the costs of link-ups between fixed and celiular networks, long distance charges and rent paid
for use of infrastructure (links and ports), alt of which are recognized as costs at the time the service is received.

e} Commissions paid to distributers

Commissions paid with 1espect to the activation of postpaid customers are recognized a3 expenses at the
time the new customer is zctivated in the Company's recards and may begin using the Company’s petwork.
Commissions paid with respect to the activation of prepaid customer are recognized as deductions in the
e venues received from such customer.

lnydtymdmhsvo&nmwmnmmmmamdmamﬂﬂyhmm&:hmsﬁm
information mamtained by the Company regarding customer rention, sales volume and the number of acquired
custormers by esch distributor. Loyalty commissions are paid for each customer acquired by a distributor who
remains a3 a customer of the Company for a specified period of time.

) Recopnition of the effects of inflation

The Company recognizes the effects of inflation on financial information as required by Mexican
accounting Bulletin B-10, “Accounting Re cognition of the Effects of Inflation on Financial Information”, issued
by the Mexican Institre of Public Accountants (“MIPA”™). Consequently, the amounts shown in the
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AMERICA MOVIL, S.A. DE C.V. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS —(Continued)
"(Amounts in thousands of Constant Mexican Pesas
as of Decomber 31, 2004, except when indicoted otherwise)

accompanying financial statements and in these otes are expressed i thousands of constznt Mexican pesos as of
December 31, 2004, Accordingly, the financial statements have been restated as follows:

Plant, property and equipment and construction in progress were restated as described in Note 7.
Depreciation is compuied on the resated value of telephone plant and equipreent using the straight-Jine method
based on the estimated useful tives of the related assets, starting the month after the assets are put into use.

Annual depreciation raes are as follows:
Telephoneplant .. ... ... i e e 10% o0 33%
System performance monitoring equipmen incloded in telephone plam ... .. 33%
Buildings ... ..o i it 3%
Otherassets .......cocvveinieanins Cesraerraiensiennieraeinarans 10% to 25%

Inventories are valued at average cost and are presented at their evsﬁlmed replacement cost, which is aot in
excess of market value. Cost of sales represents estimated replacement cost a1 the time inventories were solch,
wmstated in constant pesos at yearend.

Capital stock, tetamed eamings, capitel reserves and other non-monetary assets have been restated based on
the Mexican National Consumer Price Index (NCPI).

Other accumulated comprehensive loss items inclode the deficit from wstaterment of stockholders” equity,
which consists of the a lated monetary position gain determined st the time the provisions of Bulletin B-10
were first applied, which at December 31, 2004 aggregates P. 17,326, the result from holding non-monetary
atsets, which epresents the net difference between restatement by the specific indexarion method (see Nowe 7)
and restatement based on the NCPL d: fered taxes allocated to equity, pet of inflation and the effect of
ganstation of foreign entities.

The net monetary gain represents the effect of inflation on menetary assets and lisbilities. The related
amounts are incloded in the staternents of operations ander the caption Comprehensive financing (cost) income.

Mexican accounting Bulletin B-12, Staremenr of Changes in Financial Posiion, issoed by the MIPA
specifies the appropriate presentation of the staternent of changes in financial position based on financial
staterments restated in constant Mexican pesos in accardance with Builetin B-10. Bulletin B-12 identifies the
soatrces and applications of resources representing differences between beginning end ending financial statesoent
bslances in constant Mexican pesos. In accordance with this Bulletin, monetary and foreign exchange gains and
losses are not reated as non-cash items in the determination of provided by operstions.

g) Basis of translstion of financial statements of foreign subsidiaries

The financial statements of foreign subtidiaries and affiliates which in the aggregae account for
approximakely 29%, 39% and 48% of the Company s total operating revenues in 2002, 2003 and 2004,
mspectively, and spproximately 65% of the Company’s total assets in each of 2003 and 2004, are translaed into
Mexican pesos in conformity with Mexican accounting Bulletin B-15 “Transactions in Foreign Currency and
Translation of Financial Statements of Foreign Operations™, issued by MIPA, as follows:

* The financial staements as reported by the subsidiaries abroad are adjused from local generally

accepted accounting principles in each country to conform to Mexican GAAP, which includes, among
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AMERICA MOVIL, S.A. DE C.V. AND SUBSIDIARIES
NOTES TO CONSOLIDA TED FINANCIAL STATEMENTS— Continued)

{Amounts in thousands of Constant Mexican Pesos
as of December 31, 2004, except when indicated otherwise)

other adjustments. the recognition of the effects of inflation as required by Mexican accounting Bulletin
B-10 (as described above), using restatement factors of each country.

+ The financial information already restated to include inflationary effects, is transtated to Mexican pesos
as follows 1) all balance sheet amounts, except for stockholders’ equity accounts, were translated at the
prevailing exchange rate at year-end; 2) stockholders' equity accounts were transiated at the prevailing
exchange rate at the time capital contributions were made snd eamings were genersted, 3) statement of

were translated at the exchange rate at the end of the reporting period.

* Exchange rate diffe and the y effect derived from intercompany monetary iems were not
eliminated in the consolidated statements of income.

The differnce resulting from the translation process is called “Effect of ranslation of foreign entites” and
it is included in stockholders’ equity under the caption “other accumulated comprebensive loss ilems.” At
December 31, 2002, 2003 and 2004, translation (loss) income aggregated P. (16458,395), P. 7,684,468 and
P. 8,673,913, respectively.

The Company’s financial statements at December 31, 2002 and 2003, were mstated to constant Mexican
pesos with purchasing power at December 31, 2004 based on the anmme] rate of inflation in Mexico. The effects
of inflation and variances in exchange rates were not material.

h) Cash, cash equivalents and marketable securities

Cash and cash equivalents are rpressnted principally by bank deposits and highly Equid investments with
maturities of three momths or Jess at the dake acquired: marketable securities are represented by equity securities
and foreign government bonds held for trading purposes; and availablke for sale securities are represemed by
equity securities. All are valued a1 market.

i}  Allowance for deubtfid acconnts

Deubtfal accounts are provided for based on the opemting conditions of each subsidiary. Accounts are
provided for when they are between 90 and 120 days old.

j? Licensss
Licenses to operate wirele ss telecommunications ks are d for at cost ar at fisir value, sdjosted

aoeonformtoMencanGAAPnsdesmbedmmz(fpmdzm)abowandmedumgthewalgll-lme
method over the initial ierm of the licens. Licenses to operate wireless mobile services in Mexico, Guaemala,

Nicaragua, Ecuador, Colombia, Brmzil, Honduras, Uruguay and Argentina are being amortdzed over periods
ranging from 15 to0 25 years,

k) Trademarks

Trademarks were recorded at their marked values at the dawe acquired, ax determimed by independent experts
using the discounted cash-flow techniques and are amortized ming the straight-line method over a en-year
period.

F-14



{

AMERICA MOVIL, S.A. DE C.¥. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)
{(Amounts in thousands of Constant Mexican Pesos
as of Decemnber 31, 2004, except when indicated otherwise}
1) Equnity investments in affilistcs

The investment in shares of affilistes (in which the Company has significant influence) are accounted for
using the equity method. This accounting method consists basically of recogaizing the investor's equity interest
in the results of operations and the siockholders equity of the investees at the time such resalts ae determined.

- (See Note 9).

m) Goodwill

Goodwill ppresents the excess of cost over the fair value of the net assets of subsidiaries and affiliates
acquired and is amortized using the straight-fine method over a ten-year period. (See Note 8).

0) lmpairment of axsets

Possible impairment losses to long-lived assets are evaluaed 1ly, inclnding goodwill, licenses and
trademarks. An impairment loss is recorded if the aet book value of said assets is not recoverable. anxd exceeds its
recovery value; the amount of such ioss corresponds to the difference between both vakes. Recovery of the
amount of assets identified with specific locati such as li and trademarks, among others, is dewrmined
comparing budgeted discounted cash flows generated by those assets, against their net book value. At Decesmber
31, 2002, 2003, and 2004, there are no impairment Josses.

o) Linbilities, provisions, contingent axsets and linbilities and commitments

Effective January 1, 2003, the Company adopted the requirements of Mexican accounting Bulletin C-9,
*Liabilities, Provisions, Contingent Assets and Liabilities and Commitments” {C-9), which, among other aspects,
is more precite in defining provisions, accroed lishilities and contingent lisbilitkes, and contains new
wquirements with respect to the ®cording of provisions, the tse of present valve and the early retirement of debt
securities or their replacement by new issues. Bulletin C-9 &lso specifies the rules for the valuation, presentation
and disclosure of liabilites and provisions.

As a result of the application of Bulletin C-9, the Company secorded at December 31 2003, a provision at
present value of P. 163,917, for costs relaied to dismantling retired assets. Such amount was compuied based on
existing prices in each country where the Commpany operates. The initial accumulated effect of the application of
this accounting pronsuncement in the amount of P. 117,890 represented an adjustment to the bolance of retined
earnings at the beginning of 2008. .

Starting in 2004, the Company recorded a provision for its rewards plan for post-payment customers. The
amount of the provisien was compuied based on an actusrial study conducted by independent experts (See Noe 12).

p) Foreign exchange gins or losses

Transactions in foreign currencies are recorded at the prevailing exchange rate at the time of the relaed
transactions. Foreign currency denominated assets and Jiabilities are translated at the prevailing exchange rate at
the balance sheet date. Exchange rate differences are charged or credited directly to income of the year. :
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AMERICA MOVIL, S.A. DE C.V. AND SUBSIDMARIES
NOTES TO CONSOLIDATED FINANCIAL STA TEMENTS—(Continued)

{Amounts in thousands of Canstant Mexican Pesos
as of Decernher 31, 2004, except when indicated otherwise)

q) Employee benefit obligations

The cost of seniority premiums is recognized doring the years of service of employees based on actuarial
computations made by independent actnanies using the projected unit<redit method and financial hypotheses net
of inflation. (See Note 11). Termination payments am: charged to income in the year in which the decision to
dismiss an employee is made.

1)} Income tax and employee profit sharing )

Bulletin D4, “Accounting for Income Tax, Asset Tax and Employee Profit Sharing™, issued by the MIPA,
requires that deferred taxes be determined on virtually all temporary differences in batance sheet accoants for
financial and tax reporting purposes, using the enacted income tax raie at the dae of the financial stavements or
the rate approved at said date that will be in force at the time deferred tax asaets and lisbilities are expecied to be
recovered or paid, respectively.

Deferred tax assets are e vahuated periodically, providing, if necessary. an estimate for those amonnts of
doubtful recovery.

In conformity with Bulletis D-4, defs ’empbyeepfmmmhmgxmdmlymémmq
differences that are considered to be non-recurring and that bave a known turnaround time.

s} Advertising

All advertising costs are expeased as incurred. Advertising expense amounted to approximately,
P. 1,625,000, P. 2,763,865 and P. 4,260,828, for the years ended December 31, 2002, 2003 and 2004,
respectively.

t) Comprehensive (loss) income
Comprehensive (loss) incame of América Mévil consists of current year net income or loss shown in the
plus the year result from holding non-monetary assets, the eflects of translation of
forign entities and the effect of deferred taxes applied directly to stockholders’ equity.

u) Earnings per share

The Company deermined earnings per shame by dividing net income by the average weighted number of
shames issued and outstanding during the perind. The number of shares held by the Company have been excluded
from the computation. .

v) Use of estiraates

The preparation of financial statements in conformity with generally accepred accounting principles requires
the use of estimates and assumptions that affect the amounts reported in the financial statlemeats and in the
accompanying notes. Actual results could differ from the se estimates.
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AMERICA MOVIL, S.A. DE C.V. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

{Amounts in thousands of Constant Mexican Pesos
as of December 31, 2004, excepl when indicated otherwise)

w)  Concentration of risk

The Company imvests a portion of its surplus cash in deposits in financial institutions with strong credit
ratings and has established guidelines mlating to diversification and maturitie s to maintain safety and Bquidity.
The Company has not experienced any important Josses in its marketable securities. América Mévil does not
believe it has significant concentrations of credit risks in its accounts receivable, because the Company's
customner base s geographically diverse, thus spreading the trade credit risk.

The Company operates internationally: consequenty, it is exposed to market risks for fluctuations in
exchange rates.

Approxirnately 56%, 34% mnd 40% of the Company's aggregate interconnection expenditures for the years
ended December 31, 2002, 2003 and 2004, respectively, repreenied services rendered by ooe supplier;
approximaely 75%, 75% and 70% of the agpregate cost of telephane equipment for such periods represented

purchases from three suppliers: and approximately more than 90%, 65% and 70% of telephone plant purchases
wesre made from two sappliers.

1f any of these suppliers fails to provide the company with services or equigment an a timely and cost
effective basis, the Company basiness and results of operations could be adversely sffected.

x} Financial instrumsents
With the imention of reducing its financing costs, the Cormpany uses derivatives such as interest-rae swaps

- and crozs curency swaps, which are valued using the same method as the one used to value the azets and

tinbilites being hedged. The vahumtion effect of such instruments is recognized in the staiement of income,
including costs, expenses or income derived from the bedged assets and linbilities. Derivative instruments not
acting as hedges are presented at market value and gains and losses m sulting from changes in such market valees
are recorded in resalts of operations. ‘

¥) Recent proneuncements
Business Combinations - In May 2004, the MIPA issped Mexican accounting Bulletin B-7, “Business
Combinations”. the ebservance of which is compulsory for fiscal years begimning on or after January 1. 2005.
Among other things, Bulletin B-7:
2) Requizes that afl business combinations be accounted for using the purchase method of accounting.
b} Provides specific rules related o the acquisition of mincrity intesesis and to the ransfer of net asses
or exchange of equity intere sts between entities under common coatrol.
¢} Eliminates the amortization of goodwill.
Adoption of this new nting pronc will increase the Company's pet income by approximatkely
P. 1100 million in 2008, derived from the non-amortization of goodwill.

Financial instrursents - In April 2004, the MIPA amended Mexican acoounting Bulletin C-2, “Financial
Instrumems”. The amendments estahlish that changes in the fair value of instruments classified as available for
sale be recognized in stockholders’ equity until such instruments are sold, thereby modifying the rules of Bulletin
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C-2. The arended Bulletin C-2 also provides mquirements and rules for the accounting treatment of transfers
between financial asset categories. The amendments ar also more precise in establishing the guidetines for the
accounting treatment to be given to inpairment in the fair value of financial instruments. Forthermore, the
amended bulletin requires that such instruments be classified as either short-wrm or long-erm and clarifies the
rules for presenting in the statement of changes in financial position changes associated with the purchase, sale
and resturity of financial instruments. Finally, the amendments broaden the disclosure rules established snder
Bulletin C-2.

The observance of the amendments to Bulletin C-2 is compulsary for fiscal years beginning on or afier
January 1, 2008, although earlier observance is permitied. Management does not belie ve the adoption of this new
accounting requirement will bave a material effect on the Company's financial position or oa its results of
operations.

Accounting for derivative instruments and bedging activities - In April 2004, the MIPA issued
Bulletin C-10, ~Accounting for Derivative Instruments and Hedging Activities™. Belletin C-10 establishes the
defming characteristics that financial instruments must have to be copsidered derivatives, as well as the
conditions that must be met for specifically designating derivatives as hedges. Bulletin C-10 also provides
guidelines for assessing the effectiveness of hedging dertvatives and the nules for their valuation and the
accounting for changes in their fair value. Finally, this bulletin provides guidelines for disclosing and presenting
bedges in the financial statements. Management does not believe the adopiion of this new accounting
requirement will have a material effect on the Company's financial position or on its results of operations.

Labor obligations - In January 2004, the MIPA issued a mvised version of accounting Bulletin D-3,
“Labor Obligations™. The revised bulletin establishes the overall rules for the valuation, presentation and
disclosure of so-called “other post-retirement benefits and the reduction and earty extinguishment of such
benefits”, dws nullifying the provisians of Circular 50. Balletin D-3 elso provides rules spplicable to employee
termination pay.

The observance of these new rules is compulsory for fiscal years beginning on or after January 1, 2005,
Management does not believe the adoption of this new accounting requirememnt will have a material effect an the
Company's financial posivion of on its results of operations.

z) Convenicnce translation

U.S dollar amounts as of Decernber 31, 2004 shown in the financial statements have been included solely
for the canvenience of the reader and are transtated from pesos with purchasing power as of December 31, 2004,
as a ruatier of mathermnatical computation oaly, at an exchange rake of P.11.26 to USS 1.00, the December 31,
2004 exchange rate. Such translations should not be construed as a representation that the peso amotnts have
been or could be convereed into U.S. doliars at this or any other rate.

z1) Recassifications

Cerain amounts shown in the 2002 and 2003 financial staements have beenleclassrﬁedform:famltyof
presentation with 2004,
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3. Mnarketable sccurities
A summary of marketable securities as of December 31, 2003 and 2004 is as follows:

- 2003 - 2004
Cost Fair Veive Cost Fair Value

Marketable seaurities '
Governmentbonds ..........ecviiiiineas PPVODIN P.373886 P.390486 P. 533825 P. 635439
Equity seQUritieS . .. oouvviaeeanasiaens . 4MP0S0 445640 175,484 18379

: 867936  B36,126 709,309 819,238
Available for sale seaurities :
[ 15 & & 20 RN N 1,767,000 1,710,800

P.867936 P.836126 P.2476309 P.259838

At December 31, 2002, 2003 and 2004, net unrealized (losses) gains on marketable securities were
P. (195.444), P. (31,810) and P. 109,929, respectively. Net ralized gains were P. 315,329, P. 512,532 and

P. 219,841, in 2002, 2003 and 2004, respectively.

At December 31, 2004, the wrrealized gain on investments classified as available for sale amounted to

P. 3.800. In previous years, there were no investments of this type.

4. Accounts receivable
December 31,

2083 2004

Subscribers .........ciiiiiiiiiiii i e P. 5200082 P.14,193426

1,652 863 2356915
999,236 2,141.013
1,239,888 2503,146
893,046 272848

13985115 FAL 222

Less: Allowance for doubtful accomnts . ..... (1978007 (3,115,332
Toll oo P. 12,007,108 P, 20,807,599
(1) Includes interconnection cost for approximarely P. 120 million with Embrar] Participacoes, S.A. (relaed
. party) at December 31, 2004, '
Activity in the allowance for doubtful acconms for the years ended December 31, 2002, 2003 and 2004 was
as follows:
2002 2003 2004

Opening balance as of December 31 ......... P.(164,926) P. (453,50%) P.(1978,007)

Increnses charged to costs and expenses
Effect of acquired companies ......
Decreases to reserve for write-offs ..

(703,430) (900394) (1662457
(1,317 310) (148,611
404,852 703201 - 673,743
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At December 31, 2004, the caption retailers, includes a reserve for bad debes for P. 128,022

Also at December 31, 2004, the caption, other, includes an account receivable from third parties in the
amount of P. 1,254,000, derived from the sale and Jease-back of telephone plant (see Note 7).

5. Inventories

Inventories consist of the following:
December 31,
2000 2084
Cellular ®elephones mxdaccessories .. ........oooiiiiiiiiaianans P. 5708773 P. 11514379
Less:
Reserve for obsolete inventory . ........... ..., i (208,119) (267.648)
B P. 5500654 P. 11243231
6. Prepaid expenses

In September 2003, Telcel enered into an agreement with Operadara Unefon, S.A. de C.V., whereby the
Iatter agrees to provide Telcel exclusive and minterrupted access to a nationwide wireless petwork using the
1830-1865 MHz / 1930-1945 MHz (Band “A™) radio spectrum, for a 16-year period. Under the erms of the
agreement, Telcel paid in advance a total consideration of P. 3,077 million (US$ 267.7 million) that represented
the present valne of the amounts due over the erm of the contract and which is being amortized using the
straight-line method over a 16-year period.

At December 31, 2003 and 2004, the of prepaid expenses s o P. 194,387 and
P. 173258mdlhelong-termpomonamumuoP 2,836476nndP 2425611, respectively.

7. Plant, property and equipment
a) Plant, property and equipment consist of the following:

Decemiber 31, i
2003 2004
Telephooe plant and equipment ........ P P. 88,070,692 P. 975383865
landand buildings .............ooiiiiiiin il 7.415904 6,896,107
O ET a8IBIE . ... it ei et e rree s 15,601,893 18,696,446
111,088489 122131 418
Less: Accumulated depreciation . ............cvuiuae, (43,032.833)  (48,649,143)
3 S 68055656  74A482,075
Construction in progmess and advances to equipment
171 SN A 5,845,551 8,967,201
Invent for use in { of the teleph
Plamt ......o.ovviiiiiiiiiiains Fedraesneeriianss 953,724 1,464,075
€T Y O P. 74,854,931 P. 84913441
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b) Included in plant, property and equipment are the following assets bekd under capital leases:

2003 203

P. 1,075.116 P 4,928,023
(64.011) (179,348)

P.1,011.105 P. 4,748,675

Assets under capilal Jeases
Accumulated depreciation

¢) In 2003 and 2004, the Company sold part of its telephone plant to unretated parties for P. 999 million and
P. 3,934 million, respectively, which the Company then leased again under sale and leasebeck agreements. Such
transactions gave rize to a book loss of approximately P. 2,928 millioo ip 2003 and P. 5,61$ million in 2004,
which are being amortized based on the mmaming useful life of the assers. At Decernber 31, 2004, the
recorded deferred charges related to the above-mentioned sales in the short- and long-term of P. 1,194,495 and
P. 6,765,661, which are included as part of the caption other assets in the balance sheet (P. 417,857 and
P. 2,416,517 at December 31, 2003).

Amortization expense for the years ended December 31, 2003 and 2004 was P. 140,998 mud P. 483,491,
sespectively.

d) Depreciation expense for the years ended Decemnber 31, 2002, 2003 and 2004 was P. 6,759,028,
P. 10,231,574 and P. 12,256,787, respectiwely.

€) Through Decemnber 31, 1996, ittms comprising the telephone plant in Mexico were restated based on the
acquisition date and cost, applying the factor derived fram the specific indexes determined by the Compeny sod
lidaed by an independent appraiser registered with the Mexican National Banking and Securities Commission
(“NBSC).

Effective January 1, 1997, Bulletin B-10 eliminated the use of appraisals to present elephone plant,
property and equipment in the financial stalements. At December 31, 2003 and 2004 thiz caption was restated as
follows: : :

*  The December 31, 1996 apprisal velue of the imported telephone plant, ss well as the cast of subsequent
additions to such plant, were restaed based on the rate of inflation in the respective country of origin and the
prevailing exchange rate at the balance sheet date (specific indexation fuctors).

* The appraised vahe of land, buildings and other fixed assets of domestic origin at December 31, 1996, and
the cost of subsequent additions to such assets were restated based on the NCPL

At December 31, 2004, approximately 96%: of the value of the telephone plant, property and equipment
(89% in 2003) has been restated using specific indexation factors.
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f)Foﬂowingm the piant. property and equipment amounts at Decernber 31, 2003 and 2004, restated on the
basis of the 2004 NCPI (starting with the appraised values at December 31, 1996, to meet NBSC disclosure
rquirements with respect to the restatement of fixed assets based oo specific indexation factors:

. » 2000 04
Telephone plant and equipment . ..............cova P. 98,364,293 P. 109,130,369
Land and buildings ........... 6,566,028 . 10678498
OherBSIBIS .. .vvunnnnevniuninonneiriianosonsans 15,552,831 20,252 366
120,483,152 140,061,733

Accumulated depreciation . ... ... .iiiiiii i (46.399,056)  (56588.947)
Nel covieiriiriiinrianaeenss et 74,084,096 £3,172,78¢
Construction in progress and advances to equipmemt

suppliers . ..., Lo 5,845,551 8967,291
Inventories for use in construction of the telephone

plant . ...l Certeerrans N 953,724 1,464 975

P. 80,883,371 P. 93,604,152

8 Intangible assets
A summary of intangible assets is as follows:

December 31, 2004
Effwcts of
tranulation of
Balance ut [ Amortizaticn  Balance st
Useful 1ife January 1 1acreases dk el Cancellations  expense December 31

Licenses ....... 1S 025 years P. 24,352,476 348,748 {7,500y P. 24893724
Effects of

transiation . ... 5,779,384 395,313 9,729,697
Accumulaed .

amortization . . (2,984,477) (3,667813)  (6,652,290)
Net .......ovee P. 27,147,383 548,748 1950,313 (7,500) 13,667813)P. 27,971,131
Trademarks .... 10 years P. 9,051,029 P. 9051020
Effects of

transiation . . .. (408,690) (488,690)
Accumulved .

amortization . . . {751,028) (828,073)  (1,585,101)
Net ........... P. 8,294,001 (408,698) (88,071 P. 7,057,238
Goodwill ...... 10 years P. 11,671,234 1,307,623 (259,540) P. 12719317
Effects of

tanslation . . . . 840,896 1,138,341 1971.2%
Accumulaed .

amortization . . 4,067,110) (1,100,032) (5,167,142)
Net ........... : P. 8,445,020 1,307,823 1,130,341  (259,540) (1,100,032)P, 9,523,412
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Decanber 31, 2003
Effectsof
transtxtion of
Balance at kngn Amortirstion  Balance af
Useful Hife Jamary 1 k bei di: et Cancelath L. D ber 31

Licemses ....... 1510 20 years P. 17,343,737 8,565,549 (1.556,810) P.24352.476
Effects of

translation . .. . 5,779.384 5,779,384
Accumulated

amortization . . (529.655) (2453,822)  (2,984,477T)
Net ........... P. 16,814,082 8,365,549 5779384 (1,555,810) (2,454,822) P. 27,147,383

Trademarks ..... 10 years P. 7,149270 1,901,759

P. 9,051,029

translation
Accumutated
amortization . (757,028) (757,028)
Net ........... P. 7,149,270 1,901,759 (737,028)P. 8,294,001
Goodwill . ...... 10 years P. 9,721,725 1,949,509 P.11671,234
Effects of
translation 840,896 840,896
Accumulaed
‘ arportization . . {2.912,413) (1,154 697) (4,067,110)
Net ........... P. 6,509,312 1,949,509 840,896 {1,154,697)P. 8,445,020

b) Licenses and goodwill amortization expenses in 2002 amounted to P. 529,655 and P. 1,764 245,

wapectively.

9. Investments

An analysis at December 31, 2003 and 2004 is as follows:
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I. Investments in affiliates
An analysis of equity investments in affilixied compmnies at December 31, 2003 and 2004, is as follows:

2003 2004
Grupo Telvists, §. A 86 CV. .ovvvuieranes ans TR P. 447431 P 262,382
USCO . . it i e ieeatsctaanncasssnosnascnnacnas 1,888,707

Total .o e e e e P.2306,138 P. 362,382

USCo

In December 2003, the Company embahged its 49% equity inkerest in CompUSA for & 29.69% equity
intere st in USCO and P. 189 million, giving rise to a loss of P. 293 496, which was included as pant of the caption
other income (loss), met.

‘The Company’s equity in the net loss of CompUSA at December 31, 2002 includes an impzirment on its
goodwill of P. 2,248,138, which is included under equity in net msuhs of affilistes in the stalement of income.

In order to facilitate an eventual divestitore of its investment in USCO and in light of the Company’s focus
on expanding its wireless service s throughout Latin America, in January 2004, the Company changed the
classification of its investment in USCO from equity investee to available for sale.

SBC Internationa! Puerto Rico

In January 2002, the Corapany sold its 50% equity inerest in SBC In®emational Puerto Rico, Inc. to SBC
International, Inc. (SBCT) for US$ 106 million in cash and its 11.9% equity interest in Telecom Américas. A gain
of P. 11,800 was recognized as a result of this transaction, which is included under the ception other income
(boss). net in the staterment of operations.

Empresas Cablevision

In April 2002, dnCormmymkdﬁsé%equﬂyinemnhEmensOaﬂevinﬁnvs.A de C.V.and
subsidiarie s for P. 2,173,198, malizing a gain of P. 1,403,308 on the sale, which is included under the caption
other income (lo1s). net in the stalement of operations.

Other

At December 31,2002, the Company charged P. 42,910 to results of operations for the impainment in the
valve of its equity irve stment in the non-strategic uffiliate Eurotec, S.A.

IL Investments in suhsidiaries

During 2003 and 2004, the Company made several acquisitions. The results of operations of the acquired
emineswemmxpmatedmwthe(?onpmy:ﬁnanmalmmmmemmhfoﬂowﬁxgdqumsmondn
All acquisiti using the purchase method. Through appraisals made by independem expents. the
Companydeermmedd:eﬁmvn!ueofmdemmts The Company made estimakes in order to deermine the fair
vahe of licenses based on market valoes of licenses with similar characeristics.
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The purchase prices of net acquired assets were allocated tesed on their estimated market valoes, as followx:

2008 Acquisitions
Historical amounts at acquisttion date in theazods of US Dollar
Enitel Megutel Tetal
Current assets ...... Faienaaeaaseraees Cherraaanas $ 63883 $ 7,615 $ 71,498
FiXed 839815 ....vvvvrrunnsoensnonsonrioensonanen 107878 36,526 144,404
LAORBOES ..o viuevrervvrrsennsenrosnrroannrennes 6,785 6,785
Otherassets .............oconnvvruns R, 7936 2,569 - 10,508
Less
Current lisbilities .....covuiaeiiciiiiiisineininas 48349 11,115 9,964
Longermdebt .......c.ocoviiiiiiiiiiiiieiains 37,640 2248 3,888
Fair value of net assetsacquired .................... $ 93208 $46,132 $133,349
% participation acquired ...............00.n FUPIAN 99.03% 108.00%
Net assets acquired ...... Feweraerrirenes Ceaens aae 92,304 40,132 132,43
Amountpadl ... .. viiiiiiiii e 17767 81,703 259,348
Goodwill generated .........ccoveiiriniiiiaiieas. $ 85313 $41,571 $126,904
2003 Acquisitions
Historical smownis at scqubition date in thousands of US Dollars
Celcarib BSE CTE CT1 BCP Total
Curent Assets ............. e $ 13795 $ 3655 $168,503 $110469 $114829 $ 444,146
Fixedassets .........ccoeovviunnan 17,696 112,714 409,011 93331 152713 788,468
Licenses ............. Wheenneenas 82,205 . 101602 23,640 55271 494417 757,138
Trademarks .....oovvvvnieennianne. : 93,666 90,336 184,002
Otherassels .......cooovnvennnnnns ) 25,058 2,859 5,792 33,706
Less:
CurentBablitles .................. 13,408 38980 173,420 71,186 106947 403,941
Longlermdebt .................... 2,000 51,250 40298 17435 110,983
Fair value of net assets acquired ...... $100,288 $209886 $495205 $240,782 $543,369 $1.689,530
% participation Acquired ............ 9808%  97.55%  51.00%  92.00% 100.00%
Netassermacquired ................. 98362, 204744 252,055 221,519 643,369 1,420,049
Amountpaid ............ ...l 98362 204744 417,000 221,519 643,39 1,584,994
Goodwillgenerated ................ $ $ $164,945 $ $ $ 164,948
2004 Acquisitions
a) ENITEL (Nicaragun)

In January 2004, the Company acquired 49% of the shares of Empresa Nicaragtiense de
Telecomuniceciones, S.A. (ENITEL) for a total purchase price of US$ 49.6 million. In June 2004, the Company
agreed to purchase an additional 0% equity interest at an additional cost of US$ 128 million. The sake closing
date was August 2004. ENITEL is the sole provider of fixed telephone services in Nicamgua,
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b} MEGATEL (Honduras)

In June 2004, América M6vil agreed to acquire 100% of the shares of Megatel, S.A. (Megatel), a Hosduran
cellular phone company. The sale was closed in July 2004 for a final sale price of US$ 81.7 million.

€} AM Wireless Uruguay (Uruguay)

In May 2004, the Company incorporatied AM Wiseless Uruguay, with an initial contribution of US$ 1
million.

d) CTE {El Salvador)

In October 2003, América Mévil acquired from France Telecom and other investors a $1% equity interest m
Compafifa de Telecormmicaciemes de El Salvador (CTE). for approximately US$ 417 million. CTE provides
fixed mobile and other telecommumications services in El Salvador.

In December 2004, América Movil purchased from the minority shareholders an additional 41.54% equity
interest in CTE for which it paid US$294.9 million. Subsequem to such acquisition, phas 2dditionsd purchases
from minority sharebolders during 2004, the Company's equity interest in CTE increased to 94.9% at December
31, 2004. The purchase of the additional 41.534% was made based on the fir valoe of CTE's assets at Novernber
2004, giving rise o a negative goodwill of approximately USS$ 25.9 million, which, since this was considered a
sep acquisition, wes netied from CTE's positive goodwill generated in the previous year.

€} CTI {(Argentina)

In October 2003, América Mévil acquired a 64% equity participation in CT1 Holdings, S.A. (“CTT"). In
November 2003, América Movil increased such equity interest to 92% by purchasing additianal ghates from
vatious minority stockholders. The total purchase price was USS 221.5 million. In July 2004, América Mibvil
wqmredmexemammgs%eqmtymtemmncnownedbyTednmf«amnleomdmuandUSS17 | miilion,
increasing its total equity interest m CT1 o 100%.

The above-mentioned purchase was made based on the net fair valve of CTT s assets at June 2004, giving
rise to a negative goodwill of approximuely P. 76 641.

At the time of the acquisition, CT1 had US$263 million in principal amount of senior notes dve 2008, which
were in defaull. These notes were subject to an out-of -court reorganization agn {acwerdo p iy
exsrajudicial, or “APE”) in Argentina, which was approved by the count in December 2003 and ratified in May
2004. Pursuant to this agreement, the notes were cancelled in exchange for wn aggregate cash payment of
appraxicmaely US$37.1 million.

The settlement of the APE gave rise to a gain in 2004 of P, 258,862, which was included in the staiement of
income as part of the caption other income @ xpense), net. Such gain is derived from the difference between the amoum
paid under the APE and the fair value recognized for CTT's debt at the time it was acquired by América Mévil

) Techid—1.MDS Comunicadones Interactivas { Argentina)

In May 2004, the Company sold its 60% equity interest in Techte! to Teléfonos de México. S.A. de C.V.
(Telmex) for P. 845,250 (USS 75 million). Such sale gave rise to a gain of P. 18,235, which was recogaized in
stockhalders® equity, since the sale was made between entities under common control,
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2003 Acquisitions
a) CELCARIBE (Cotombia)

In February 2003, the Company, through Cemeel, acquired from Millicom Cellular Imernational 2 98.08%
equity imerest in Celcaribe, S.A. for approximately US$ 98,3 million. As a result. América M6vil expanded its
capacity to provide services throughout Colombia. Qlwﬂnmdesmadrﬁmnloceﬂulmmwe&dzm
transmission, internet and short-me ssage services.

b) BSE (Brazil)

In May 2003, the Company, through Telecom Américas, acquired from BellSouth Corporation and Verbier
a 89.43% equity inkerest in BSE, S.A., for approximaely USS I&)nﬁ]hm'l‘hwughmlddhmal capitalization
in May 2003, of spproximately US$25 million, the Company increased its equity mterest in BSE to 97.55%. BSE
provides celivlar telecommunications services in the Ceard, Piaui, Rfo Grande do Norte, Paraiba. Pernambuco
and Alagoas states in Brazil.

<) BCP (Brazil)

In November 2003, the Company, through Telscom Américas, acquired from certain lenders to BCP, which
tiad acquired the shares formerly beld by affilia®s of Bell South Corporation, the Safra Farmily and local minority
investors, a 100% equity imerest in BCP, 5.A., for approximately USS 643.3 million. BCP provides cellular
telecommunications services in the Sao Paulo metropolitan area.

Other acquisitions

During 2004, América Mdvil invested approximately USS 39 million in the purchase of minority interest
shazes in Comeel (Oolombia), CTE (El Salyador), and Telgua (Guaemala), giving rise to a negative goodwill of
approximately USS 30 million and increasing the Company's equity interest in eadzmmpany at December 31,
2004, 10 99.2%, 94.9% and 99.0%, respectively.

Daring 2003, América Mé6vil invested approximately USS 77 million to acquire minority interests in
Conecel (Ecuador) and ACT (Guaemala), As a resuh, the Company mcreased its equity inerest in these
subsidiaries at December 31 2003, to 100%, from 80.6% and 96 9%, respectively.

The Cotmpany is not obligated to make any further pyments or provide any form of additional or contingent
consideration related to these acquisitions, other than those already disclosed.

The following cansolidated pro forma financial data for the years ended December 31, 2002, 2003 and 2004
have not been andited and are based an the Company"s historical financial adjusied to give effect to
(iy the series of acquisitions mentioned in the preceding paragraphs; and (i) certain accounting adjusiments
related to the amortization of goodwill and licenses, a wduction in interest ncome derived from the decmease in
cash as a result of these purchases and adjustments to deprecistion of fixed assets of the acquired companies.

' The pro forma adjustments assume that the purchases were made at the beginning of the acquisition year
and the immediately preceding year and are based upon availabl information and other assurnptions that
management considers reasonable.
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Thepmf&nnafnmx:ial information data does not purport to represent what the effect on the Company’s
consolidated operations would bave been had the transactions in fact occurred at the beginning of each year, nor
are they intended to predict the Company’s e sults of operations.

América Méril
for the years ended Decesaber 31,
2002 2003 2064
OPerating FeVeDDeS . . . ..o .ouvenitentavauirsererraonsns P. 64,110,075 P.92,060,131 P.135359,600
NEUHRCODE .+ . svvvaaenneeiiarsoosreaonnenrioereana 5,104,604 13,886,038 16,475,082
Earnings per share (in Mexican PeS0S) ......uevveenininns 0.39 .23 1.32

10. Financial instruments

To hedge its exposure to financial risks, the Company has entered into US dollar and Mexican peso interest-
rate swaps for the exchange of cash flows for the amount determined by applying agreed interest rawes to the base
amount. Under these contzacts, the Comparny agreed to receive the Libor variable mierest rate af various terms
plus a differential and the CETES varisble interest rate at various terms plus a differential and to pay a fixed rate,
for the US dollar snd Mexican peso intevest-rate swaps, respectively. :

At December 31, 2003 and 2004, the Company had TS dollar and Mexican peso interesi-rate swaps for a
total base amount of US$ 1,426.4 and US$ 826 million and P. 6,000 million and P. 6,000 million, respectively.

Additionally, at December 31, 2003 and 2004, the Company had contructed cross currency swaps for an
outstanding base amount of USS$ 310.4 and US$ 774.3 million, respectively.

Al financial instraments were valued at market, and their effect included in compmhensiwe financing cost,
for P.125,064 and P.79,831 in 2003 and 2004, respectively (losses of P.167,817 were recognized in results in
2002).

11. Employee Benefit Obligations

in 1994, Telcel set up an irrevocable trust fimd to cover the payment of cbligations for seniority premiums,
adopting the policy of making contributions to the fund as they are deemed necessary. During 2003 and 2004, the
Company cantributed P. 1.848 and P. 2,065, respectively (po contributions were made to the fund in 2002).

The transition asset, past services and variances in assumptions are amortized over a twenty-five year
period, which is the estimated average remaining warking lifetime of Telcel's employees.

An analyzis of the net period cost for 2002, 2003 and 2004 is as follows:

1092 2003 204
SETVACE COSL . ... iiumititaainaennaan e ianeiaaniaenaases P.1858 P.1967 P.2,108
Financial cost of projected benefit obligations .................... 359 474 603
- Expecedretumonplanassets ..........o..iiiiiiiiiiiiiiiai (258) (265) (398)
Amortization of actuarial gain . ... .ol 22) (24) 126)
Netperiod COSt. ... .oiiiriiiiin i i P. 1,937 P.2.152 P.2287
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The change in the pension plan benefit obligarion is as follows:

2083 2004
Benefit obligation at the beginning of theyear ........................... P.7.080 P. 9,001
E T 1967 2,108
T T 474 603
Actarial g&ID ... ... i e e i e e (489) (534)
Berefitspaid ... ......iiii et (31) (69)
Benefit obligationat theend oftheyear ................o ol P.2001 P.11,189

1,34} 1,499
P. 5573 P. 5654
P. 4,182 P. 4,113

Accumulated benefit obligation . ........... ..o o P. 9001 P.11,109
The accummilated bene fit obligation was inchided in the balance sheet under the caption other accounts
payable and accned Liahitities.
The change in employee benefit plan assets and plan funded status is as follows:
2003
Fair value of plan asets at beginning of year .. ..... PPN P. 2895 P. 4319
Real investment etn .. ... i eierieraaseseraiienraes beerraean 1,924 2,1m7
Fair valoe of plan asets atendofyear .........ccviiiiiiiiiiiin, P. 4819 P, 699
2003 004
Punded SEAMIS . ... ..ontieie ittt e e aaaaaae s P.(4,182) P.¢4,113)
Unze cognized net actuarial gain . O (1.341) 1,499)
Unrecognized net Gansion assel .........ovvveeverirrornianneonias (50) (42)
Net aIOUM PECORTIZRA . o+ .ot oerneenrannnnarnenraienrernioaronans P.(5.573) P.(5654)

The net of inflation rates used to dewermine the actuarial present vahz of benefii obligations ar December

31, 2002, 2003 and 2004 are presented below:

2002 293 2004

bisconmm O 681% 634% 652%
Expected return on plan assett 681 684 6.82
Rawe of compensation increase 190 185 096
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12.  Accounts payable and accrued liabilities
Accounts payable and accrued liabitities consist of the following:
Decersber 31,
2003 2004
Suppliers ... P. 13273816 P.26853.421
Sundry crediors ... . iiiici it 3.006,224 3AaM272
Interestpaysble ... ...t i e 971,029 1,083,131 .
Expenses and other prowisions ............cviinvininiiniaiana 3287195 4,606,116
Guarantee deposits ............oiiiiiiiiiii i 333,004 33540
L6 1 S IR 108,559 257,603
B R P.20979828 P. 3,563,934
b) At December 31, 2003 and 2004, accounts payable and accrued lisbilities includes the following expense
and other provision accoumts:
Balwace at Balance at
December 31, Increase of December 31,
2003 the year Payments Wrike-offs 2
Vacations premitim ... .......co.oun.. P. 66958 P.1436,153 P.(1,247549) P. 255,562
Vacaions ..........ihiiiiaiiaiiann. 56968 663,200 (636.071) 84,007
General expenses ............ooeess 7451 436,201 (342015) P. (29) 16878
B i P U TSOTS 1314903 (1.222020) (9579) 158,319
Retirement of agsets provision .......... 163917 57452 (24,736) 196,633
. Royalty rewards provision ............. 321,800 321,800
i 465 L4 arieraiier it erais 2,849.707 571,208 3,420,912

P.3,287.196 P4.800914 P(3,472.391) P.(9603) P.4,606,116
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13 Debt
The Company’s debt consists of the following:
s M g Moy

Currency Jterns Rate 2003 0 Tota) 2003 Raie 2003t Total 2004
U.S Dolians

Exim Banks a0 LA (0 2000 P 9.393,103 L+20tols128 2010 P. 735735

Syndicased Inans La750 14135 2007 11.818.048 1+60 2009 3379490

Fixad-rate Sentor Notes 3.3900% 2004 365044 41M%wST5% 2018 20,197,786

Sewior Noks Le£24 2007 M40

Fixed ruie lines of cmxdit 27100 2009 28710

Lines of credit L+3010L+1.50 2006 8439206 L4225 te L+L60D 2000 4574302

Swppliens 3.1675% v 10% 2004 157384

UMBNDES+4.5% to (2)

BNDES UMBRDES+5.05 2008 710627 UMENDES+4}%: 2008 121,268

Leasing 1209 801 2008 @320

Othens L+4.50; 11.25% 2008 554689 Le20te L1225 2009 351665

Sabwots] Dollars 31,656240 40,137,000
Mexican Pescr

Domestic saaior sotes

("Certificados Bursiziler”) Others 2009 14,833,875 Various 2010 B30

Syndicated toons THE + .30 (3) 2008 1,840,825

Bank loams TOE 2004 1,051,900

THE + 400

Lessing TUE +.55 2006 999,305 THE +.85% 2008 4,434,000

Ssbictal Mexitun Pesos 15.725.905 17,485,352
Rezis

TILP + 280% to (&) TILP + 280% to

BNDES TILP +5.00% 2007 227584 TILP +400% 2000 1064452

Foxed vaie @cuzities CD1 490 (5 2005 63,752 12.00% 008 E2

Licenses 125 + Infiaticn 2010 384772

Subiots! Reais 2976108 1,068,301
Colombian pesos

DTF +1.78% to

Lines of coedia DITF + 26045 2008 57,676

Senior Notwss PC+7.50 2010 850847 IPC+750% 2013 2,121,209

Swbiotsl Cotombian

850,847 2488588

Ocbers Cumacies .

Lines of codit £6.50% 2004 629,949 6505 2008 283,300

Leasing 7.00% 2004 33132

Subeotst Other cuzrencios 663,081 283300

Totad Debt 51872181 61,4534

Lass: short-m debd md

cormnl postion of king-

seom dedt 12736716 5,392,488

Long term dedt P. 39,135 465 P. 56,067,350
1) L=LIBOR

g mm-mwamﬂmmmmm

THE=

) Tm=m1mm
5) CDix= Finucial Cortifice

of Deposit
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Except for fixed-rae senior notes, the above-mentioned interest rates are subject to vaniances in
international and local rates. The Company's weighted average interest rate cost of bormowed funds at Deceruber
31, 2004 was approximately 7.05% (3.19% at December 31, 2003).

In addition to the rates above, the Comparny must reimburse ineraticnal lenders (with the exception of
loans provided or guaranteed by export credit agencies) for Mexican taxes withheld, typically 4.9% of the
interest payment. Fees in financing transactions penerally add approximately ten basis points w financing costs,

Short-term debx at Decersber 31, 2003 end 2004 consists of the following:

Comcept : 2003 2204
DOIMESHC SBRIOT DORS . . ..o i r ettt eanracetetiienttaaanaeoann P. 450,000
Fixed-TRte SECTIIES .. ... ouiriiei e cenesrveenranuacann P. 365044 849
Syndicated Joans . ..... ... e it 1.306,016
Otherloans ..........covviiivciiincnen resederrae T aeceaeiians 6945568 1981048
Tl Lo e PBAIL628 P.2A431 597
Weighted aVETage IMIBTRSL TR - ... 'vveeennssonrenreeonnrarennns 3.05% 8.19%

Years . Amount
P. 6,799,649
12,729,424
6298,886
10,172,606

Senior Notes.-  On March 9, 2004, the Company issued senior notes of US$ 500 million and US $800
million, maturing respectively in 2009 and 2014 and bearing annual interest of 4.125% and 5.50%, which is
payzble semiannually. In 2004, accrued interest on the notes was P, 607,075.

Additionaily, on April 20, 2004, América Mévil issued seniar notes of US$ 300 million, maturing in 2007
and bearing variable annual interest at the three-month LIBOR plus 0.625%. which is payable quarterly
beginning on July 27, 2004. In 2004, accrued intem st on the notes was P. 52478,

On October 28, 2004, the Company issved senjor notes of US$ 500 million, maturing in 2015 and bearing
annunl imerest of $.75%, which is payabk semiannually beginning on July 15, 200S. In 2004, accnued ingerest on
the notes was P. 53420.

Resources from the mentioned issues were primarily applied to the payment of debt maturing principally in
2004 and 2005, which increased the average life and reduced the cost of interest on the debi. AD debt was
wfinanced at its nominal value and. consequently, no gains or losses were generated. Alj senior notes are
ancenditionally puaranteed by Telcel
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Lines of credit guaranteed by Export Credit Agmcles.- The Company has a mimber of equipment
financing facilitics, un(hrﬂrh:chexpoﬂdﬂ&uplﬂent agencies provide support for financing t0 purchase exports
from their spective countries. These facilities are generally medium to long-term, with periodic amortization
and interest at a spread over LIBOR. They are extended to the Comyrany o to operating subsidiaries, usually with
guarantees from one or more of América Mivil, Telce] ar Sercotel.

The Company has a line of credit up to US$ 250 million with the Export Development Corporation (EDC)
of Canada to purchase telecommunications equipment. Drawings on this fine of credit are repayable
semiannually and bear imerest at LIBOR plus 0.95% to LIBOR plus 1.25% with maturities between 2005 and
2010. At December 31, 2003 and 2004 outstanding balances under such line of credit were US$ 250 and US$
152 million, respectively.

Syndicated loans.. I Agril 2004, the Company obtained a loan of US$ 300 million that mature s in May
2009 and bears interest sl the LIBOR + 0.6%. Interest is payable quarierly. In 2004, accroed interest on this loan
was P, 51,948,

At December 31, 2003, the Company had entered into syndicated Joan agreements for approximaely
US$ 1,000 million with maturities between 2008 and 2007; bearing interest at LIBOR plus 0.75% to LIBOR plus
1.35%. At December 31, 2004, the Company had paid the se loans with the resources obtined from the issuance
of the aferementioned senior notes.

BNDES.. At December 31, 2004, ATL. Tess and Americel had outstanding syndicoted loans provided
with resources of the Brzilian development bank Banco Nacional de De senvolvimiento Econtmico e Social
{“BNDES"). These loans are pwincipally denominated in reais, with a portion indexed to US dollars. The
outstanding principal amount of the loen is approximately RS 250 million pius approximately USS 10 million.

Domestic Senior Notes (certificados bursatiles).. The CNBY has autharized the Company to establish
four programs for the issuance of domestic senior notes guaranteed by Telcel for P. 5,000 million each. At
December 31, 2004, the Company has made various issves nnder such programs for amounts mnging from
P. 400 to P. 1,250 million, with maturities ranging from 3 to 7 years. In general, these issues bear a floating
interest rate established as a percentage of the TIIE and CETES rakes.

Additionally, the Company has a commercial papapommandnfbedbytheCNBVfaPJMmﬂﬁm.
As of December 31, 2004, the Company had no outstanding commercial paper debt.

General

At December 31, 2004, the Company hiad a number of bank facilities bearing interest at LIBOR plos a
spread. For certain of the facilities, the spread over LIBOR can vary if there is a deterioration in the Company s
financial condition. The facilities have similar terms as to covenants, and under el of the facilities América
Movil, Sercote] and Teicel amw either borrowers or guarantors.

The Company is subject o financial and operating covenants under the loan agreements, They Bmit the
atility to pledge assets, to effect a merger or a sale of all or substantaRy all of the assets, and do not permit the
Company to restrict the ability of the suannes topaydm:hndsm-make distributions to the Company. The
mos! restrictive financial quire the Company to a consolidaied ratio of deit to EBITDA not
gmﬂmnleIuﬂamdndnkdmoomeDAmnmexpememlessmz.Sto}(lnmgerms
defined m the loan agreements).
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Tekel is subject to financial covenants similar {0 those applicable to América Mévil. A number of the
financing instraments we subject to either acceleration or repurchase &t the holder's option if them is a change of
control. In the event of a default under certain material provigions of some of the bank loans, the Company is
prohibited from paying dividends to the shareholders. At December 31, 2004, the Campany was in compliance

with all of these requirements.

At December 31, 2004, B9% of total outstanding consolidated debt is guaranteed by Telcel,

14. Faoreign-Currency Position and Transactions

a) América M6vil had the following foreign-currency denominaied assets and lisbilites:

Forelgn currency in milion
Exchange Exchange
2003 Rate 04 Rate
At At
December 31 Decemmber 31
P 2004
Assets
USdollar .....coivniiniiiiiii it iraaana, 1,326 1123 2621 11.26
Qeetal ... i e 702 139 1,886 145
2T N 23%6 3.89 3,437 424
Colombianpeso . .......ooviviiiiiiriiiiainnnaa. 290,163  0.004 405,016 0.604
ASSEntinean PeS0 ... ... iivtiein e reae s 380 383 615 378
UDSUBYAN PESD . . ovenvcannensrrenannaaanns 88 047
Qordoba ........ccoiiiiiiii e 376 0.687
LEBpIR .i.cvnsinserennsn e 168 0.583
BOIO L .oiuiiniininnniernasenen o isaninncnan 1 14.11 3 15
Linbilites
USdollar ..ot (3,726) 1123 4,908) 1126
QI .ol i e aae s (1,330) 1.39 1,442) 145
T T N (4,160) 3.89 (6,104) 424
Colombian PesO . .. ...ovvineiiniuniriieraiiaans (781,447) 0004  (1.484,520)  0.6684
Argentinean Peso .........o.viviiiiiiiiiins PUUIRRR (395) 383 (987) 378
UTURUEYAB PESO . ..t vvnniainrnennirivarnesaanss (118) 0427
Cordoba ...i.uiiiiiiii e i (199)  0.687
Lemmpiia ...oovuviniriinianeriaiiiriarniaanns 297y 0.584
At February 25, 2005, exchange rates of the Mexican peso ae as follows:
Fercign curmency Eschange rate
USDOUE ... e e 11.08
QUEZEL ..ottt e e as 143
REME .. .ivitiiiniiaviieirarciaarnennenasan 420
ColomBan Pesd .. ouicvniviiieicninacisiiiiis . 0004
Argentinean peso T
Urugusyan peso 0437
...................................................... 0673
D384
14.70
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b) In the years ended December 31, 2002, 2003 and 2004, the Company bad the following transactions
denominaked in foreign curencies. Currencies other than the US dollar (reais, quetzals, Colombian pesos,
Argentinean pesos and Euros) were translated to US dollars using the average exchange rate for the year.

Thossands of US. dellars

2002 2008 8
NeITCVEILES . . .u\svrianuuinrssversisasreranesisonennas 1,711,259 3,037,003 5,683,036
Operating costs and EXPERSES ... .oovviroiunicniinennnnna 2423335 4,103.468 6,048,179
IDe®AIBCOMME . .c.vvivnnran s P 108469 141,484 182,143
IRIBEL EXPENIC . . ..o v iviit v ianriiair i 147529 298078 319309
Other incOme (EXPERsE), BET ..o vvvnvrnunveeronrnansaas’ (110,778) 260,394  (39,602)

15. Commitments and Cantingencies

3) Asof December 31, 2004, the Company has entered inio various lzases (as 2 lessee) with relaed parties
for the buildings in which its offices are located, as well #s with owners of property where the Campany has
installed mdio bases. The leases expire within one to fourteen years.

Provided below is an malysis of minimum rental payments dae in the next five years. In some cases, the
amount is subject to an annnal increase based either on the NCP1 or on the appraisal value of the property.

The Company Jeases certain equipment used in its operations under capital leases. At December 31,2004,
the Company had the following commitments under non<cancelable leases:

 Yeor ended December 31, . Capitalfense  Opersitag lease
.3« S P. 983763 P. 1836861

£91,758 2,020414
372,039 2,171.462
3829.100 22725

2752807
. 4,130,867
Toral ... P N 676660 P. 15184983
LRRSATHETESt . . oo vt iuisa st iiv s ts s asenaneanrtnaaanannnsaronnonas 1,170413)
Present value of minimum rental payments .. 4906247
Less currest installments 860,705
Long-lerm obligations st December 31,2004 ..........ccoovniiiiiinnnnn,s P. 4,045,542

Rent charged to expenses in 2002, 2003 and 2004 nggregated P. 362,568, P. 1,148,059 and P. 1 835,044,
espectively.

b) Paymere Guaraees Wih Suppliers

At December 31, 2004, some of the Company’s subzidianes had commitments tn acquire equipment for
their GSM networks for up to approximately US$ 512 million (approximately P. 5,770 miltion). Such amounts
have been guaranteed by America M6vil. ‘
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Telcel

¢) COFECO

Administrative proceedings were commenced in January and June 2001 by the Mexican Federal Antitrust
Commission (Comisién Federal de Competencia or Cofeco) against Telcel for alleged anti-competitive behavior
in connection with actions by certain distribuiors of Telcel in 2001. In May 2002, Cofe co ruled against Teicel in
connection with the proceeding begun in January 2001. Telcel appealed this ruling in June 2002. In September
2002, Cofeco ruled agamst this appeal. Telcel filed a 1awsuit (demanda de nulidad) against this ruling in January
2003, the resohution of which is stil pending. With respect to the administrative proceedings commenced in Jane
2001, Cofeco ruled against Telcel in December 2002, and Telcel appealed this ruling. In May 2003, Cofeco ruled
against this appeal. In August 2003, Telce] filed a lawsuit (demanda de nulidad) against this ruling, which is
pending. In December 2004. Telcel was notified of the initistion of further administrative proceedings in
coanection with the alleged anti-competitive behavior by certain distributors. The same manth, Telcel filed o
lawsuit (demanda de amparo) chatkeaging Cofeco’s rights to initiate these proceedings. If Telcel is unsuccessful
in challenging any of the aforementioned proceedings, they may result in fines or specific regulations applicable
to Teleel. Telcel has not made provisions in its financial sisements for these powential liabilities since at the date
of the finsncial statements, the amount of the possible contingency could not be asonably estimated.

d) Inserconnection

In December 2004, Telcel reached an agreement with various other elecommurications service providers as
1o the interconnection fees applicable under the “calling party pays™ system for the penod from Jonuary 1, 2003
until December 31, 2007, The agreement called for a gradual reduction of 10% per year in inkerconnection fees

‘ chargedm&rd)e“caﬂmgpaxtypays“:ymnﬁmndwmuedPIBOpermmumbPI.39bydnmdof

The agreement also contemplated that these rechactions would be reflected in the tariffs charged by fixed
operators to their users. The new framework was approved by the Mexican Federal Commmnications
Commission (Coraisién Federal de Telecomumicaciones or Cofetel). Certain telecommunications service
providers have since challenged the new framework, arguing that the proposed inercannection fees do not
properly take into accoum costs associzted with providing interconnection services, mnd have initisted
pioceedings with Cofetel to obtain their intervention in resolving the matter.

Given the current starus of the negotiations with dissenting operators, nmnotpombletopledmwhueffem
a ruling against the Company could have on its financial condition.

¢) CNVB

During 2003, América Mévil. S.A. de C.Y. (América M6vil) received requests for information from the
Mexican Banking and Securities Commission (Comisitin Nacional Bancaria y de Valores or the CNBV) and the
Securities and Exchange Commission (SEC) regarding Telcel's entry into a capacity services agreereent with
Operadora Unefoa in Seprember 2003. To América Movil's knowledge, the investigation regards the alleged use
by Operadosa Unefon of the US$267.7 million paid by Telcel to Operadora Une fon under the agreement and
related public disclosures made by an affiliake of Operadora Unefon.

‘The SEC has publicly stated that it has filed charges against certain affilintes of Operadora Unefon. America
Mévil and Telcel have cooperated with the authorities.
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) Shors message services

Under the terms of its concessions for the 800 megaberz spectrum, Teloel rmust pay a royalty on gross
rewenues from concessioned services. The royalty is levied at rmes that vary from region to region but average
approximamely 6%. Telce! believes that short message services are valve-added services, which are not concessioned
services, and that revenves from short message services should not be subject to this royalty. In related proceedings,
Cofetel has ruled that short text messages age subject to the interconnection reguistory regime and that such services
do not constitote value-added services. Tedce] is currently dispating these issues in an administrative prooeeding, but
Telcel has made provisions in its financial statements with respect to this poental Hability.

Telgua

2) Reversal of privarigasion

In June 2000, the executive branch of the Gowemalan government issued de clarations concerning Empresa
Guatemalteca de Telec icack (Guatel), » Guatemalan state agency that conducted the privatization of
Tek commmicaciones de Guaemala, S.A. (Telgun). The declamations stated that certain sctions of Guatel relating
to the privatization of Telgua weme contrary to the intevests of the Gimiemaian State. In Sepember 2000, the
Guatemalsn government commenced judictal procee dings against Guatl, Telgua and certain other parties
involved in the privatization of Telgua seeking reversal of the privatization.

In October 2001, the Guatemalan State announced 2 govemme ntal sccord issued by the President of
Guntemala and the Cabinet Ministers establishing the piincipal terms and conditions of a seitlement agreernent
among the Guatemalan State, Telgua, Guatel and America Central Tel 8.A. (ACT), and oedering the Attoraey
Geteral of Gusternala to enter into such agreement in the name and oo behalf of the Gunternalan Stme. Under the
terms of the settlement agreement, Telgua agreed, among otber things, to invest approximaely US$246 million
n certain plant and equipment by 2004, which investments have been completed. This settiement was challenged
in 2002 by certain former governmen officials, but the challenge was withdrawn in June 2004. Following this
withdrawal, an order of the administrative court approving the settiement and erminating al related litigation
became final and non appealable.

W) IT1-GEDO

In addition, judicial proceedings were commenced in the United States District Court for the Southern
District of New York (the *District Court”') in March 2001 by Imemational Telecom, Inc. (ITT) against
Generadora Eléctrica de Oriente, S.A. (GEDO), Antonio Jorge Alvarz and Telgun, alleging breach of contract,
tortuous interference with contract and fraud in connection with an inermational elecommunications service
agreement. In March 2002, the court granted Telgua’s motion to dismiss the case againgt it for tack of personal
juarisdiction, holding that Telgua had insufficient contacts with New York to subject i1 o jurisdiction in tiat
forum. A final decision awarding IT1 over US$900,000 in damages against defendants GEDO end Alverez was
rendered by the District Court in April 2004.

In June 2004, IT1 filed an appeal with the United States Count of Appeals for the Second Circuit (the
“Appeais Court*) challenging, among other things, the District Court’s March 2002 decision o dismiss Telgua
from the action for lack of personal jurisdiction. Oral arguments were heard in March 2005, and the parties are
awaiting a decision from the Appeals Court. Neither America Movil or Telgua can assure you that the Appexals
Court will affirm the District Court's dismissal of Telgua. Telgus has not made provisioss in its financial
siatements for these powential Rabilities.
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Comcel

i) Voice/IP .

In March 2000, the Colombian Minisiry of indastry and Commerce (Superintendencia de Industriay
Comercio or SIC) issued Resolution No. 4954, requiring Comunicacién Celular, 8.A. (Comcel) to pay a fine of
appreximaely US$100 thousand (approximately Colombian Ps. 234 million) for alleged anti-competitive
behavior. In addition to this administrative fine . the SIC ordered Comeel to pay damages to other long distance
operators. The long distance operators estimated their damages to be US$70 million. Comeel requested an
administrative review of the damages decision, which was denied in June 2000. Comcel appealed, and the appeal
was vejected in November 2000. Comoel rexubimitied the appeal in February 2001.

Comeel also filed a special actian in court challenging the denial of the administrative review. Following a
series of court proceedings, a Colombian appeals court in June 2002 ordered that Comcel’s February 200) appeal
be granted and that the sdministrative decision againgst Comeel be reviewed. Afier additional proceedings, the
Constitutional Court revoked the previous decision and ardered the continuance of the procedure for the
determination of damage's to the other operators. In the opinion of counsel repre senting Comcel in this metter, in
the event the SIC decides to award damages to the long distances service providers, the amoont of such damages
should not exceed the income received by Comee! from the provision of Voice over IP services, an amount
which is substantially smaller than the amount estimated by the Jong distance service providers.

Comcel has made provisions in its financial ts with respect to this potential liability on the besis of
its counsel’s opinion. Neither America Mévil nor Comeel can assure that the amount of damages ulimaely
determined by the SIC will be consistent with-Comcel!’s counsel opinion. Comnre] expects to contirme exploiting
ali available legal actions afier a decision on damages is rendered.

J) Dissribssors

In January 2005, Comcel was notified of an arbitration proceeding initiaed against it by Celcenter Lida.
(Celcenter) and Concelular, S.A. (Concelular), which ere distributors of Comcel. The proceeding relstes to
Comcel's decision to reduce the commissions paid to distributors. In the proceeding, the disnributors allege: (i)
abuse of dominant position on Comcel’s part; (ii) the exisience of an agency relationship between Comeel and
the distributors; and (ifi) breach of contract and commercial liability an the pant of Comceel. Claimants seek to
mcover approximately US$30 million from Comcel Comeel has made provisions in its financial sta¥ements with
wspect to this poential Eability. .

Telecum Americas

k) Tess and ATL-Telecom Leste

The Brazilian Federal Communications Commission {Agéncia Nacional de Telecomunicagties or ANATEL)
has chalienged each of Tess, S.A. (Tess) and ATL-Telecom Leste, 8.A. (ATL) regarding the calculation of
inflation-melated adjustments doe under these companies’ concession agreements with ANATEL. Forty percent of
the concession price under each of these agreements was due apon execution and 60% was due in three equal
annual instatlments (subject 10 inflati laed adjustments and interest) beginaing in 1999. Both companies
bave made these concession payments, bit ANATEL has rejected the companies® calculation of the mflation-
rlated adjustments and requesied payment of the afieged deficiencies. The companies have filed declaratory and
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consignment actions in Brazilien courts seeking resolution of the dispaies The count of first instance ruled
against ATL's filing for declaratory action in October 2001 and ATL's filing for consignment action in
September 2002, Subsequently, ATL filed appeals, which are pending. In September 2003, the court of first
instance ruled against Tess' filing for consignmeat action. Subsequeritly, Tess filed an appeal, which is still
pending. No ruling has been made to date in zespect of the declaratory action filed by Tess. The aggregate
conested amounts were approximakely Reais 486 million {inchxding powntial penalties and inerest)
(approximately US$183 million) at December 31, 2004. Tess and ATL have made provisions in their financial
statemnents for these poential Babilities.

{) BNDESPAR

Prior to the acquisition of Telet, $.A. (Telet) and Americel, S.A. (Anericel) by Telecom Americas Limited
(Telecom Americas), BNDESPr, a subsidiary of BNDES, the Brazilian development bank. had entered into
investment and other shareholder agreements with Americel, Telet and certain of their significant shareholders.
Under these agreements, BNDESPar had the right, among others, to participate in the sale of shares of Telet and
Americel in the event of certain transfers of control, for so long as BNDESPar held 5% of the share of capital in
those companies. In Qctober 2003, we increased the capital of each of Telet and Americe! and BNDESPar's
ownership fell below 5% from spproximately 20% in each as it elected not 10 exercise its preemptive rights.
Subsequently, BNDESPar sent official notices to Telet and Americel mserving its rights under the agreemeats in
respect of certain past transfers of shares.

In November 2004, BNDESPar filed a lowsuit with the competent court of Rio de Janeiro claiming that
BNDESPw is entitled to sell its shares in Telet and Americel to Tek: Americas for approximately US$164
miilion. We do not bebeve that BNDESPar has valid grounds for its claims against Telecom Americas, and
Teleoom Americas will defend itself vigorously agaimst these claims. Neither America Mévil or Telecom
Americas can assure, however, that Telecom Americas will ultimately prevail. Telecom Americas has not made
provisions in its financial stxements for these potential liabilities.

m) Lune patent cgse

A Brazilian company claims that wireless operators in Brazil have infringed its patent over certain caller id
technology. The plaintiff first brought a patent infringement case in a state court in Brasflia, Federal Capital of
Brazil, against Americel and lmer broaght cases, as part of two separate proceedings, against 23 other defendants,
including all of our other operating subsidiaries in Brazil.

Although we believe that the patent does not cover the technology that is used by Americe! to provide caller
id wervices, Americel lost the case at the trial level and on first appeal. Afier the judgment against Americel was
rendered, & federal court in Rio de Janeiro, Bruzil, rendered a preliminary injunction decision suspending the
effects of the patent. in an action filed by a supplier of caller id technology. Amezicel filed three special appeals
against the decision of the state court in Brasllia, seeking review at the Superior Court of Justice (which is the
highest court in Brazil to decide on questions of federal law) and Supreme Court (the highest court in Brazil to
decide on questions of constitutional law) The Court of Appeals has determined that two of our special appeals
will be heard by the Superior Count of Justice. Our request for a special appeal before the Supreme Court has
been denied. Americe! may still file » motion requesting the reversal of this decision. Americel inends to
continve vigorously defending itself against this claim.
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The cases against the other operators are stll on their initial stages, Plaintiff bas broupht these other cases in
the same state trial court that heard the case against Americel, but defendants have reqoested that the cases be
removed on jurisdictional grounds. The Americe! judgment does not bind other s1ate courts or the fderal couns
of Brazil. America Mévil and its Brazilian subsidiades will continue vigorously defending their setves from these
claims, and do not expect that there will be a resolution of these other cases within the next couple of years.

At this time, it is not possible for us to estimate with a reasonable degree of certainty the damages that may
result from the se proceedings, if ultimately resolvwed against our interests. The plaintiff in the Americel case is
Bow required to request the commencement of proceedings forexecution of the jJudgment, seking to prevent
Americel from providing caller id services and to deermine mooetary damages for alleged past infringements. At
this time, Americel does not know how the plaintiff intends to reqoest that damage s be determined. Americe}
intends to request that the effects of any execution order be suspended pending resalution of the appeals. In
addition, Americel benefits from a limited contractual indemmity from its equipment supplier, and it is corrently
snalyzing bow and to what extest it could recover any eventual dxmages from this supplier. Amezicel has not
made any provisions in its financial stalements in respect of these proceedings since the amowmnt of poteatial
damages cannot be reasonably deermined.

CompUSA

r) COC Services

In January 2000, s lawsuit was filed in Texss agaiast our affiliste CompUSA. Inc. (CompUSA) on behalf of
©OC Services, Lud. (COC) alleging, among other things, breach of contract, tertuous interference and conspiracy
in connection with a letter of intent for the franchising of retail stores im Mexico. In addition to our affiliate
CompUSA, the lawsuit named as defendants James Halpin, CompUSA’s former chief executive officer, Mr.
Carlos Slim Held, our chairman, and certain other persoas. The jury trial concluded in February 2001 with & jury
verdict against CompUSA in the amowunt of USS$90 million in actual damages. The verdict also awarded punitive
damages in the amount of US$94 5 million against CompUSA and US$175 million against Mr. Halpin, Damages
were also awzrded against the remaining defendants. ' ‘

In March 2001, our affiliate CompUSA and the other defendants filed a motion with the tial coun for
judgment notwithstanding the verdict. In May 2001, the trial court granted the motion for judgment
notwithstanding the verdict, vacating the awerd against our affiliale CompUSA and Mr. Halpin and reducing
significamiy the amount of damages. Despite the significxt reduction in damages, Mr. Skim Held and the other
defendams appealed secking dizcharge from all daims. In August 2004, the Dallas Court of Appeals reversed the
February 2001 jodgment in foll, releasing the defendams from the obligation %o pay any damages. COC has
appealed this decision and the appeal is pending.
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16. Related Parties

a) Following is an analysis of balances due from/to related parties as of December 31, 2003 and 2004. All of
the companies are considered América Mévils® affiliates, as the Company’s principal stockholders are abo

directly or indirectly stockholders of these related parties.

December 31,

N
Accounts receivable: .
Teléfonos de MEXico, SAA E C.V. ..ot it iaineniaernnnns P 523456 P.7T04.376
Sanborns Hermanos, SA. de C.V. ... .. iiiuiieieirruinnacaranriines 72,903 127322
Sears Roebuck, S A e CV. . it ciren v e s a6 62,655
Teléfonos del Noroesie, SA. e CV. ... ooniieiiiiiiiiiinirancaanins 28,487 34,996
Seguros Inbursa, SA. G CV. .. ..ottt it e 7,799
[ . £ 6,005 49,049

P 681,426 P.977,298

December 31,
2603 2004

Accounts payable:
Arnérica Telecom, S A deCV. ... ..o iiiiiiviintrinicaniarionns P 50970 P 64,773
Fianza Guardiana Inbursa, SA. de OV, ... ...t iuieiicininerinrnaines 27,887 65,172
Corszo Global Telecom, S.A. de CV. ... i iiiiiiiinii et 22,897
Compafifa de Tekéfonos Bienes y Rosces, S.A. e CV. .....oovviniennin. 17,494
SegurosInbursa 8. A BE CLV. ... uiuiviiiiee i enr e e an s 22,660
Lo 7+ 16,997 4619
£ N P136,245 P 157,164

b) Neither Telmex nor América Mévil owns any capital stock in the other; however, both commpamies ae
controlled by the same group of stockbolders. The relationship between Telmex mnd América Mévil principally
ooosstsofeommemmhdmonshqxmtbeadxmryoonrseofbusmbetmnamaprﬁxed—lmemtwmt
operator and a mujor wirele i g others, the in ion of their respective
networks and the use of facitities, pamculu'lydle wkx:auonunpunnsesownedby'l‘ehnex These operational
relationships are subject to various agreements, which, for the most part, wez in place prior to the Telmex's
spin-off and have continued in effect without significant modification following the spinaﬂ Many of these
operational relationships are subject to specific regulations governing all tel « s. The
termsofd:eseapeermmsmsnmlutoﬂmmwh!dxeachcompmydwshm:smthmbrmxfﬂlmd

parties.
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¢} In the years ended December 31, 2002, 2003 and 2004 the Company bad the following significant
transactions with related parties, (mainly with Telmex):

2002 2003 2004

Revenes:

Calling Perty Pays (CPP) interconnection fees and

other (1) ....uvu.s. i, i P.9.200271 P.10049695 P.11,290,8%4

Costs and expenses:

Payments for longdistance, circuits and others (2) ........ 3,826,388 4,104,539 4,268 679
Commercial, administrative and general: .

Advertising ...........iiiiiiiiiie e 492,042 561,359 659,653

Others, B .\ .oeevunrnnnns e e 199282 4,349) 76342
Interest expense (iBCOME), DB . ...vovvinivennnnnoniorannn 60,184 (4.950) 661

(1) Tnterconnection fees from CPP: incoming calls fram a fixed-line wlephone to a wircless selephone. Prior o

the spin-off Telcel bad entered into & ion agreements with Telmex. The imkerconnection
agreements specify the mumber of connection paints, locations of imerconnection points, the method by
which signals must be transmitted and received and the costs and fees of interconnection,

(2) Includes: a) Inerconnection (cost): paymentz for cigoing caills from the wireless network to the fixed-line
network: b) Long-distance: payments for the use of national and international long-distance; and c) leases of
buildings and other cellular space.

d) Telcel has entered into varicus leasing and co-location agreements with a subsidiary of Telmex. Under
these agreements, Tekel pays monthly fees for the use of Telmex's antenna and repeater space, and bas the right
to instail its intercannection equipment.

€) The Company purchases matefials and services from related partics under terms that it beieves are no
less favorable than it conld obtain from unaffitiated perties. Sach muterials and services include insurance and
bank services provided by Grupo Financiero Inbursa, S.A. and certain other wlated entities.

17. Stockbolders® Equity

a) Capital stock at December 31, 2002, 2003 and 2004, is represented by 12,916 million, 12,836 million and
12,264 million common shares with no par value, respectively, representing the fixed portion of capital.

An analyzis of the shares at Deceraber 31, 2004 is as follows:

Mikions of
shares
3,647  Series AA voting shares
© 265  Series A voting shares
8.352 Senesl limied voting rights

b) Series AA shares, which may be subscribed only by Mexican individuals and corporate entities, must
represent at all times 00 less than 20% of capital stock and no less than 51 % of the combined AA shares mnd
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A shares. Commen series A shares, which may be freely subscribed, must account for no more than 19.6% of
capital stock and no more than 49% of the comman shares. Series AA and A shares combined may not represent
more than 51% of capital stock. : :

The combined number of series L, shares, which have limited voting rights and may be freely subscribed,
ared series A shares may nat exceed 80% of capital siock.

¢) In April 2003 and 2004, the stockholders npproved payment of a cash dividend of P. 0.060 and P. 0.12
per share, respectively, payable in four installments of P. 0.015 and P. 0.03 each in June, September and

'December of 2003 and 2004 and in March 2004 and 2008, respectively.

In 2000, América M6vil initiated a program o purchase its own shares. A charge is made to the reserve for
purchase of the Company's own shares for the excess cost of the shares purchased over the portion of capital
stock represented by the shames acquired.

During the three year period ended December 31, 2004, the Company has purchased the following shares:

Numsber of shares in Amoust In theosands of Historica] symounts in
Year millen Mexican pesos thouswuds of Mexicas pesus
- T Ghares “ATShares  “L” Ghates  “A” Shares  “L" Shares  “A” Skare
2002 ... .. 281.6 1.9 P. 2291,556 P.14,207 P. 2038972 P.12,641
2003 ... 662 02 P. 1,025729 P. 368 P. 1009870 P. 330
2008 ... 5812 2.8 P.12,370,533 PS7440 P.12,155736 PS5459

d) In conformity with the Mexican Corporations Act, at Jeast 5% of the pet income of each year raust be
appropristed to increase the legal reserve until it reaches 20% of capital stock issued and outstanding.

18. lncome Tax, Asset Tax and Employee Profit Sharing

a) Mexico
1) Effective January 1, 2002, the Ministry of Finance and Public Credit authorized América Mévil to

cousolidae the group tax returns of its Mexican subsidiaries. Global Central Am¥érica, S.A. de C.V., one of the
Ce s subsidiaries is excluded from this tax conselidation.

e 2t/

Through December 31, 2004, tax consolidation was allowed at 60% of 1ax losses and taxable earnings of
tho= Mexican subsidiaries anthorized to be consolidawed for tax purposes. Az part of the tax reforms passed in
2004, starting oat Januaty 1, 2005, tax consalidation may be comprehensive at 100% of the tax josses and taxable
earnings of Mexican subsidiaries.

2) Asset tax is a minimum income tax paysble on the avernge valne of most assets net of certain linbilities.
Since asset tax may be credited against income tax, the former is payzble anly to the extent that it exceeds
income tax. Asset tax for the years ended December 31, 2002, 2003 and 2004 was P. 1,427,131, P. 1,132,399 and
P. 995,464, respectively. Such amounts were paid by crediting incore tax paid in such years. Asset tax for the
years ended December 31, 2002, 2003 and 2004, was delermined on a consolidated basis.

3) The statirtory income tax rate for 2002, 2003 and 2004 was 35%, 34% and 33% mespectively.
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As part of the 1ax reforms passed in 2004, starting on January 1, 2005, the income tax rae will be 30% and
will be reduced by one-p tage point a year until it seaches 28% in 2007 and succeeding years.

The effect of this gradual dectease in the income tax rate is reflected in the computation of deferred taxes of
the Mexican subsidiaries and represents a credit o operations of approximately P. 300 millicn.

At December 31, 2004, the balance of the mstated contributed capital account (CUCA) and CUFIN was
P. 38,373,794, and P. 28,379,721, respectively. ’

4) An analysis of income tax charged to resuls of operations for the years ended December 31, 2002, 2003
and 2004 is as follows:

2002 2003 2004
Cunent year income tax of Mexican Subsidiaries ... ........... P. 3481340 P.2,779302 P.4,004319
Current year income tax of foreign Subsidiaries ................ 297,364 583,928 1,606,821
Deferred income tax of Mexican Operationis ................... (400,730) 84,399 2,688,570
Effect of change ineffective taxrale ............covovineinnees ) (308,034)
TOBD o oenenre e e e e e e P.3377974 P.3447629 P.7991676

Since current tsx Jegislation recognizes partially the effects of inflation oo certain iwems tha give rise to
deferred taxes, the current year net monetary effect on such items bas been reclassified in the statement of
income from the monetary position result to cwrent year deferred income tax cost.

The 2007 yesr income tax of Mexican subsidiaries inclodes a tax credit of P. 909 million (P. 864 millica
vowminal) resulting from the favorable ruling handed down in an appeal against the tax authority’s & jection of
certain dedections in cormection with the fiscal treatment an the loss of sale of sgbsidiaries.

5} A reconciliation of the statutory corporate income tax rate to the e ffective rate rcognized for financial

®parting purposes is as follows: .

Yeur ended Decemmber 31
Mz T 3%

/0% 340% 0%

FEBATCING OOSIS e v v v vveveannreveinraieraonannens 02 28 35
Goodwill .........cciiriii it aee 05 142 07
Effect of change in effective tax rae cen 0.4
Sateofaffiliates ....... ...l ... (45)
Recoverablytaxes ...........ccoiieiiiiniiiiiiinan. a4

ASI LR «. v vvenhs i iainnssntenrearanentianiiaraaias 52 75
ROYRIIBE . .. ooit ittt (104) (66
Lo D P P PO e B 8 TS
Effective tax rate for Mexican operalions ,.........c.oovieiinianians Cesaaaeas 283 256 ni
Revenues and costs from foreignsubsidiaries . ... o ¢4 €3
Effective tAK THIE ... ..ieonvuen e ianeraas i rinsnasrnasnaeensnnaanans 263% 172% 314
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6) The temporary differences on which the Company recognized deferred taxes in the years ended
December 31, 2003 and 2004, were as follows: '

Decamnber 31,
2003 2604
Deferred tax assas
Lisbility provisiens .............coviieieniinnen.nn P. (1,100,942) P. (36587T
OHEE «evevvrieerennnevrraens . (83799 248051)
Defeced revenves ............... (1.114,666) (1,1 344)

Tax Josscamyforwards ........vciiiiianiin, - (20389,419)  (20,160,132)
(22688819 (ZL105A403)

2,670,841 2,394,338
987,035 1530,363

989,186 627,128

935,444 2,206,290

1298 864

5,582,506 8,056,967

Valuation allowafice ..........c..ooviiiiiinianiiinn 20,944,543 19,956 425
Deferred income tax liability ....................... 388230 5907988
Deferred employee profit sharing tisbility . .. e 285,397
Deferredtax Hability ................o P. 33838230 P. 6,193,388

7) The Company is legally required to pay employee profit sharing in addition to the compensations and
benefits to which Mexican erployess are contractually entitled. The statutory employee profit sharing rae in
2001, 2002 and 2003 was 10% of taxable income.

Starting in 2006, employee profit sharing paid to employees will be deductible under certain circumstance s
for income tax purposes in Mexico. i

b} Foreign Subsidiaries

The foreign subsidiaries determine their income tax based on the individual results of each subsidiary and in
conformity with the specific tax regimex of each country. The pretax income and tax provisions of these
subsidiaries in 2002, 2003 and 2004 were P. 1,399,717, P. 3,954,482, and P. 1,505.863; and P. 297,364, P.
583,928 and P. 1,606,821 respectively.
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At December 31, 2004. America Mévil's foreign subsidiaries have available tax loss carryforwards in
conformity with the tax regulations of their respective countries as follows:
Miltiors of peses ut December 31, 2004

" Years Brall Argeni USA Colambia  Ecasd
1997 coiiiii e P. 46

1988 ... ... ... e, 1,557 P. 308

1999 ..o, 11,720

2000 L...a i 7,721 630 P.1297 P.389
2000 .. 9,024 1.226 1427 349
2002 ... e 7474 P.4674 94 669 117
2003 ... 4,726 853 x2
2008 ... 2264 748 )

P.44,532 P.S422 P.22718° P. 4246 P.B77

In Brazil theze is o tirne limit on the carryforward of tax Josses; however, the carryforward in each year
may pol exceed 30% of the tax base for such year.

In Argentina, the tax loss of a given year may be carried forward only against the laxable eamings of the
succeeding five years.

Up 0 2002, tax osses incurred in Colormbia, may be camried forward against taxsble eamings of the
sacoeeding five years, with 0o limitations whatsoever. Beginning in 2003, the tax loss of a given year may be
carried forwand only against the taxable eamings of the succeeding eight years, not exceeding 25% of the
eamnings generated in each of those years.

Tracfone experienced a chanpe in ownership as de fined by U.S. Internal Revenue Code section 382, under
which there is an annual imitation on Tracfone 's ability to realize the benefit of its loss camryforwards. Asa
result, some or all of Tracfone s loss carryforwards may never be realized.

In Ecuador, the tax loss of a given year may be camied forward only against the taxable earnings of the
succeeding five years, i

In Guate mala and E] Salvador there is no carryforward of tax losses against eamings of future years.

19. Stock option plan

During 2001, the Company e stablished a stock option plan for most of its senior executives. The
Compensation Commiitee and Board of Directors authorized the plan, reserving a total of 3,215,000 L Shames
from the treasury. The subscription price for the 2001 plan is P. 1.00 per ghare. Participants under the plan may
exercise 25% of the options during 2001, 25% during 2002, 25% during 2003, and the remaining 25% durning
2004. Because the options do oot expire if potexercised in a particular year, a participant could wait until the
fourth anniversary of the plan to exercise 100% of the options granted. During 2002 and 2003, the Company
established second and third plans, e spectively, each of which functions ander the same rules as the 2001 plan,
except that the second plan established in 2002 has a one-year lag while the third plan established in 2003 has a
two-year lag. Additional L Shares from treasury were reserved for such plans.

F46



{

)

AMERICA MOVIL, S.A. DE C.V. AND SUBSIDIARIES
KOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Centinued)

{Amounts in thousands of Constant Mexican Pesos
as of December 31, 2004, except when indicated otherwise)

At December 31,2003, 3,335,750 sries “L" shares had been exercised, and in 2004, the participating
executives exercised the reminder of their assigned options. The related charges to resulis ofoperanms in 2002,
2003 and 2004 were P. 17,053, P. 70,986 and P. 49,216, respectively.

20, Subsequent events

a) On February 17, 2005, the Company issued senior notes in the amouni of US$ 1,000 million (under the
debt shelf program for US$ 2,000 million regisiered with the Securities and Exchange Commission on Form F.3,
dated Novernber 22, 2004) that matures in March 2035 and bears fixed interest of 634%. Interest is payable
semiannually on September 1 and March 1 of each year. The notes ar unconditionally guaranteed by Teloel.

b) On March 9, 2005, the Commpany determined to submit for the consideration of the General Shareholders'
Meeting, to be held on or about April 30th of 2005, the proposal to: (i) split the “AA", A" and ~L" shares
presentative of its capital stock by a ratio of three to one; (ii) pay of a cach dividend from the net profit account
for the amount of $0.21 (sweaty one peso cents per share), (before the aformentioned split tkes piace), in four
installments, foreach of the “AA™, “A” and “L" shares repe sentative of the company"s capital stock (which shall
inclade the preferential dividend for the <L shares); and (iii) increase the maximum amount of the resources
which may be destined towards the = purchase of company shares during the 2008 fiscal year by five billion
pesos.
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21, Scgments

América Mo vil operates primarily in one operating segment (cellular services); however, as mentioned in
Note 1 above, the Company has islernational telecommunications operations in Mexico, Guatemala, Nicaragus,
Ecuador; El Salvador, Brazil, Argentina, Colombia and the United States. The accounting policies of the
sepments are the same as those described in Note 2. The following summary shows the most imporiant segment
information: A summary of the information by geographical segment, which is the way management analyzes
esults, is as follows, Honduras and Nicaragua are included in the concept of others, in accordance with gererally
accepied accounting principles. :

Coovasela:
b ‘Washos Covmebidord
Corgoonta {Telad Benader  Cobumble Sl Agutenm ESA Dldwiw Ofen Elubutes [~

SMARMO ARDST 3@ 407085 34004 030 4618 {MY7]) @802D

IRAIS 41666 LEBAG TAME WL LIKID  (QR6) I7AES nar  smasm

DIOO 129MMIM LMAZI (IOND) TAMD (MRED) SGED (T0MI) R Do

. ATI® SIS0 ADND T HAND  TRMS 06 QR 22395

EpREES ..., ........ FINNIG BZATY 12T LAAA0 AT 4200551 1NTI2 LIREN (I3 266,848 1 2 £ &2
Funt, oporty o8 ecepoRs,

BB oiiiieeii e SOBORZ ST41L004 DMBXD 14B08 STAIE GINN FOIP  H28E a2 6N

. AGlen 11RO LIDAIK mys @aoh w1

ween Smem 7,100

1M AT UM 240068 LIRS M P

SIS SONASI 1IUEN GO ILVBIGS IBXN ANLO0D  KUOH (REKy WAL

LI2ID 4SAST 1AM WM LALWI AT 1IN DESU  basQ 4185 WmUD

. 00T IADST 170078 S QM7 QMNP0 AT TI0NS WM a0 nmis
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22. Dificrences between Mexican and ULS. GAAP

The Company's consolidated financial staements are prepared in accordance with Mexican GAAP, which
differ in certain respects from generally accepied accounting principles in the United States (U.S. GAAP).

The reconcilistion to U.S. GAAP does not include the reversal of the adjustments to the financial statements
for the e ffects of inflation required under Mexican GAAF (Bulletin B-10), because the application of Bulletin
B-10 represents a comprehensive measure of the effects of price level changes in the Mexican economy and. as
such, is considered a more meaningful pre seatation than historical cost-based financial reporting for both
Mexican and U.S. accounting purposes.
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The principal differences between Mexican GAAP and U.S. GAAP, as they relate to the Company, are
described below together with an explanation, where appropriate, of the method used to determine the
adjustments that affect operating income, net income, total stockholders’ equity and =sources provided by
operating and financing activities.

Income Staternent Information:

Cost of sakes as shown in the income statement, includes cost of sales of telephone equipment and other in
the amoumt of P. 12,674,899, P. 20,220,480 and P. 39,006,829, for the years ended December 31, 2002, 2003 and

2004, respectively.

Cash Flow lnformation:

Under Mexican GAAP, the Company presents consolidated statementts of changes in financial position, as
described in Note 2. The changes in the consolidated financial statement balances included in this staement
constitute resources provided by and used in operating, financing and investing activities stated in constant pesos
(including monetary and foreign exchange gains and losses). Under Mexican GAAP changes in trading securities
are presenied as investing activities, while under U.S. GAAP the cash flows from these securities are disclosed as
cash provided by (used im) operating activities,

Staement of Financial Accounting Smnduds(SFAS)No?S “Statement of Cash Flows,” does not provide
guidance with respect to inflation adjusted fin ts. In accord with Mexican GAAP, the changes

_in aurrent and long-term debt due to restriement in constant pesos; including the efiect of exchange difierences,

presented in the stab t of changes in financial position in the financing activities section. The Company
hasadopaedmegmdzmce issued by the AICPA SEC Regulations Commitiee’s Inernational Practices Task Force

are §

- inits meeting held on November 24, 1998, encouraging foreign registrants that file price level adjusted financial

stateroents to provide cash flow staements that show separately the efiects of inflation on cash flows.
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Ifduchmgesmmdmgseanims,memmrygamnndtheexchangegnlnmionmmedtodzdehm
treated as components of operating activities, summarized consolidated stalements of cash flows derived from

information prepared in accordance with U.S. GAAP would be as follows:

Year ended Decermber 31,

2002 2843 2004
Operating activities: :
NetinComme .........c..iuiiienionnnionsaonnnncnnes P. 6,350,557 P. 15,672,147 P. 16,663 423
iati . 7,353,666 10,850,191 13,011,771
1,206,630 3.211,850 4,495,886
140,998 483,491
b 79,342 253,906
Effect of accomm'ng change ..o (1.057,061)
C1Z7aM 1,418,840 3321518
(3,053342)  (2,560,390)  (3,146,049)
4,239,273 506,421 446,162
(1,225,661} 1,465,864 3,293,672
9,854,717 752348 (1,753912)
Change in operating assets and liabilities .................. 2,449,271 {676,109) (384,113)
Resources provided by operating activities .. ............... 26,245,481 30,861,502 36,690,755
Financing activities:
New loans 44,022,962 23,680,609 47,888,467
Repayment of loans (16,234450)  (20,995.436)  (35,404,928)
Purchese of Company’s own shares and cash dividends
pald .. (2.956,148)  (1,861,216)  (13,999,920)
Resources provided by financing activities .........c.oo00es 24,832,364 823,957 (1,516,383)
Investing activities:
Investment in plant property and equipment ......... ... (26609.86)) (22,003,115) (20,082,119
Investment in trademarks . ............ PN (6,941,707 (1,807,928)
Investment I HoBmSES .. ... oot iiirieniannirrnienns (13,768,789) (7,421392) (500,003)
Initial cash from companies scquired ................. 1,642.955 916,602 322,083
Other INVESHDEME .. ........ovieiineiinaninnsrvans 866,331 1,295,481 (3,473,220)
Resources used i nvesting activities .......vvcvenenisna (44,811,071)  (29,020,352)  123,693,259)
Effect of inflation acoounting .............c.coveeieinienns 818461 (2.902,648)  (4.732,132)
Net increase (decrease) in cach and cash equivalents ......... 7085235 = (237.54]) 6,748,981
Cash and cash equivalents at beginningof year ............. 2,921,471 10,006,706 9,769,165
Cash and cash equivalentsatend of year .................. P. 10,006,706 9,769,165 P. 16,518,146
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Net resources provided by operating activities rflect cash payments for interest, income tx and employee
profit sharing as follows:

Yesr ended December 31,
202 2003 2004
IOMTESEERPERSE . voenniin inenieiiaanaanioiseescnnses P.2.653,127 P.2,684388 P, 2686494
INCOME X ... ovsonvaarcn snsnnnsonnseruorosossonnsnones 4,167,139 3,336,566 1,956,304
Employee profitsharing . .......... ..o 211,233 191,811 203,085

Cash flows from purchases of trading securities during 2002, 2003 and 2004 were P. 1,597,389, P. 389,827
and P. 6,744,317, respectively. Cash flows from sales of uading securities during 2002, 2003 and 2004 were
P. 11,069,326, P. 1,607,925. and P. 5.229,025, respectively.

Capitalized Interest:

Under Mexican GAAP, the Company does not capitalize net financing costs on assets under construction.
Under U.S. GAAP, intere st on borrowings in foreign curvencies or campreheusive financing cost for borrowings
in pesos, must be considered an additional cost of construcied assets to be capitalized in plant, property and
equipmem and depreciated over the lives of the relawed assets. The amount of interest or net financing costs
caphalized for US GAAP purposes was determined by reference to the Company's avemge interest cost of
outstanding borrowings.

_ Accrued Yacation Pay:

Through December 31, 2002, consolidated financial statements under Mexican GAAP recognized the
expense for vacation pay when paid rather then during the vesting period. For U.5. GAAP purposes. the

" Company has determined the accrued Lability for vacation pay ot December 31, 2002, and accondingly, has

adjusied the expense far vacation pay during the period then ended. As stated in Now 2, begiming in January 1.
2003, Mexican GAAP require that vacation pay be recognized when earned, thus eliminating the difference
between Mexican and U.S. GAAP.

Valuation of Plant, Property and Equipment:

As previously discessed in Note 7, through December 31, 1996, fiems comprising the telephone plant were
restated based on the acquisition dawe and cost, applymg the facmrs derived from the specific indexes dewermined
by the Company and validaked by an ind - d with the CNBV. Since Jannary 1, 1997, the
va}mnonnnthodofphm,popertymdeqmpman mnnd:fnd,assnllennB-mehmmmdﬂnu:of
appreisals to e state inventories and plant, property and equipment.

The ahernate restatement meéhod allowed by Bulletin B-10, which was the one adopted in 1997 by the
Company as described in Note 7, is not acceptable for US. GAAP purposes: consequently, the difference
between this method and the restatement of inventories and plant, propenty and equipment based an the NCPI
was taken to the U.S. GAAP reconciliations subsequently presented.

As a result of this comparison, plant, property and equipment and stockholders’ equity increased by
P. 7,506,117 in 2003 and P. 8,959.955 in 2004 and depreciation expense increased by P. 438,520 in 2002,
P. 460,880 in 2003 and P, 604,669 in 2004.
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Deferred Income Tax and Deferred Employee Profit Sharing:

As explained in Note 2 under Mexican GAAP, the Company accounts for deferred income tax following the
guidelines of Mexican Bulletin D-4. The main differences between SFAS No. 109 and Bulletin D4, as they
rlate to the Company, which are included as reconciling ivems are:

»  the effect of income tax on e difference betwveen the indexed cost and the restaement through ase of
specific indexation fxctors of fixed assets is applied as an adjustment to stockholders’ equity, and,

s the effect of deferred taxes on the other U.S. GAAP adjustments refiecied in the respective summaries.

In addition, the Company is required to pay employee profit sharing in accordance with Mexican labor law.
Deferred employee profit sharing under U.S. GAAP has been detenmined following the guidelines of SFAS
No. 109. Under Mexican GAAP, the deferred portion of employee profit sharing is determined on temporary
non-recurting differences with 8 known tumaround time.

To determine operating income under U.S. GAAP, deferred employee profit sharing and employee profit
sharing expense under Mexican GAAP (included under the caption provisions in the income siatement) are
[e deted as ¢ -

Peratiag cip

Significant components of deferred taxes under U.S. GAAP at December 31, 2003 and 2004 are as follows:

2003 2004
“Emplopes | Deferred Employee Deterved
) Income Tax  Profit Sharing Tuxes ilncome Tax  Profit Sharizg Taxes
Defesred tax asacts:
Tax loss canry forwands ........ P. 19,004,956 P. 19,004,956 P. 20,160,332 P. 20,160,132
Accrued liabilites ... oo.L. .l 1000942 P. 422543 1,423,485 S638T7T P, 11343 619,312
Deferredeverares . ........u . 1,114,666 249,488 1,364,154 1,265,448 39247 1,657,923
[0 O N 205,332 15,012 220,344 248,051 09485 271,996
Valuation allowance .......... (18,742,603) - (18,742,603) (20,197 251) (A,197,281)
Toal defered tax assets . ..., .. 2,583,293 687,043 3,270,336 2,042,287 529855 2872112
Deferred tax lisbilities:
Fiaedassets ................. (5.772771)  (560.667) (6333438) (5278.046) (303,134)  (5.781,180)
Inventories ......... . (987.035)  (298,328)  (1.285.363) (1,530,33) (288,397) (1,815,760
Sak andlease back ........... (935,444) (2834670 (121891]) (2.20629%0) (743,915)  (2.950.205)
Licen®es ......ocvievninnes (989,186)  (143588) (1132774 €27,120F  {134,474) 761,294}
Royalics paid in advance ..., (1,298 348) (1,298,864)
Others ..o.ooiiiiiiiii {121,540 (121,540}
Toxa! defermd tax Lisbifities .. .. (8,805.976) (1,286,050) (10.092.026) (10,940,683} (1,666,628) (12,607,303}
Net deferred tax Jisbilities . ... P. (6,222683) P. (S99.007) P. (6,821,690) P. {8,898,426) P. (1,136.765) P. {10,035,191)

For Mexican GAAP purpeses, net deferred income tax liabilities of P. 3,838,230 and P. 6,193,385 were
ecognized at Decernber 31, 2003 and 2004,
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Minority Interest:

Under Mexican GAAP, minority inforest is presented as s component of siockholders” equity, immediasely
after total majority stockholders® equity. Under U.S. GAAP, minority imerest is generally not presenied as a
component of stockholders’ equity. As a result of the above, for U.S. GAAP purposes the Company reclassified
minority interest from stockholders’ equity, decreasing its toml stockholders’ equity by P. 5,363,342 and
P. 1,659,414 at December 31, 2003 and 2004, respectively. In addition, minority interest as reported in the

income statement under Mexican GAAP in the staement of operations of P.146,892, P. (370,109) and
P. (353.399) in 2002, 2003 and 2004, respectively have been excluded from the income statement reconciliation.

Uprealized gains and losses
In accordance with Statemersts of Financial Accounting Standard No.115 “Accounting for Certain
Investments in Debt and Equity Securities™ unrealized gains and loses for available-for-sale securities are

excluded from earnings and reported as a net smount in a sepamte component of Stockholders’ equity. Once the
gain is ealized it is recognized in the stateraent of operations.

Goodwill and other intangibles assets:

SFAS No. 142, “Goodwill and Other Intangible Assets™ prohibits the amortization of goodwill and
intangible assets with indefinite useful lives and requires that these assets be reviewed for impairment at least
annually (See noke 2m). Intangible assets with finite Yives will continue to be amortized over their estimated
useful lives. Additonally, SFAS 142 requires that goodwill included in the carrying value of equity method
investments no longer be amartized. :

The Company adopted SFAS 142 in 2002. Application of the noramortization provisions of Statement 142
resulted in an increase in net income of P. 1,764,243, P. 1,154,697 and P. 1,100,032 in 2002, 2003 and 2004,
respectively.

In 2002, 2003 and 2004, the Company performed the reqlﬂredimpahmemmofigmdwﬂland .
indefinie-Jived intangible assets, and the wsts did not result in an impairment charge.

Negative Goodwill:

In 2000, under U.5. GAAP, the excess valoe of ATL when contributed © Telecom Américas, was
considersd negative goodwill and was being amortized over a ten-year period. In 2002 as a result of the
application of SFAS No. 141, the Company incleded in the U.S. GAAP reconciliation, as a cumuiative effect of
an accounting change the write off of the inamortized belance of such negative goodwill in the amount of
P. 1,057,061,

Also in 2002 the remaining percentage of América Mévil's interest in ATL was contributed to Telecom
Amfricas. Under Mexican GAAP, the excess value of ATL in the amount of P. 676975 was considered a gain
and included under the caption other income, net. For US GAAP purposes since this was considered a siep
acquisition, this excess was accounted for as negative goodwill and netted against the previounsly ecquired
positive goadwill of ATL in the U.S. GAAP reconciliation.
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Net Gam (loss) on sale to affllintes:

1n 2002, the Company recognized in its equity in results of affiliates s gain of P. 239,840 (América Mévil's
ecpntynmresl)del’!vedfmmﬂewkofassenbyCmnpUSAtoanoTelvm.&noeboﬁhenﬂnesamIﬂﬂul
of América Mévil, this gain was considered a transaction between entities under comman control; therefor, this
gain was considered as additional paid in capital for US GAAP purposes. In addition, the excest value paid by
Grupo Telvista on such sak, was, under Mexican GAAP, considered as goodwill which was being amontized
over a ten-year period. During 2002, 2003 and 2004, Grupo Telvista amortized P. 59,378, P. 52,596 and
P. 80,058, respectively (América Mévil's equity interest); therefore, net adjustments of P. 180,462, P. 52,596 and
P. 80,058 in 2002, 2003 and 2004, respectively, are included in the US GAAP recopciliation.

In 2003, as mentioned in Now 9, the Company exchanged its 49% equity intere st in CompUSA for a
29.69% equity interst in U.S. Commercial Corp, S.A. de C.V., (“USCO™). As a result, a loss of P. 293,496 was
recognized under Mexican GAAP. For US GAAP purposes, this transaction was cansidered a trassaction
between entities under common controd; therefore, the loss is accounted for as & rednction of retained earaings.

Employee Benefit Obligntions:

As previously mentioned in note 2, the Company recognizes the cost for seriority premiums on the basis of
actuarial computations as required by Mexican Bulletin D-3. This Bulletin substantially follows the same basis
for the computation of labor cosis and related Lisbility as prescribed by SFAS No. 87.

The differences between D-3 and SFAS 87, as they relaie 10 the Company ate not presented because such
information is considered to be immaterial in relation to the consolidated financial statements taken as 8 whole.

Reporting Comprehensive Income:

Curmulative effects of the surplus from restatemen: of stockbolder’s equity, defered taxes on the difference
between indexed cost and replacetnest cost, the effect of translation of financial staements foreign entities and
unealized gains on securities inchaded in comprehensive income at December 31, 2004, that increased
(decreased) stockholder's equity are P. 740,273, P. 1,154,679, P. (2,140,040) and P. 3,800 respectively.

Aceounting for Derivative Instraments and Hedging Activities:

For U.S. GAAP reporting, the Company bas adopted SFAS 133, “Accounting for Derivative Instruments
and Hedging Activities,” as blizhes that all derivative instrnments (including certain
derivative instruments embedded in other mm)ﬂmldbemcognmedmmebdmsh@lmmtsor
liabilities at their fair vaiues and changes in their fair value recognized imme diately in earmings, unless the
derivative qualifies as a “hedge™ es defined in SFAS 133 for which certain speciai accounting treatment is
permited.

As of December 31, 2002, 2003 ard 2004, there were no differences in acconniing for derivative
instruments between Mexican and U.S. GAAP, as they wlate to the Company.

Asset Retirement Obligations:

As mentioned in Note 2{0) and as shown in Note 12, under the requirements of Mexican Bulletin C-9, the
Company moognmd & provmn at presert value of P. 196,633 for cost related to rmmmemdamets there fore,
no recopciling item is included in the US GAAP reconciliation.
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Effects of Inflation Accounting on A pproximate U.S. GAAP Adjustments;

To determine the net effect on the consolidated financial statements of recognizing the adjustments
described above. it is necessary to recognize the effects of applying the Mexican GAAP inflation accounting
provisions (described in Note 2) to such adjustments. These effects are tnken info consideration in the preparation
of U.S. GAAP reconciliations of pet income, operating income and equity.

Consolidation of variable interest entities

In January 2003, the FASB issued Interpretation No. 46, Consolidation of Varisble Interest Entities.
Interpretation No. 46 addresses how to identify variable interest entities and provides guidance as 1o bow a
company may arsess its interests in a variable interest entity for parposes of deciding whether lidation of
that entity is required. The adoption of Inkerpretation No. “ddwhzvemm@mmd:eus GAAP financial
information.

Accounting for Consideration Given by a Vendor to a Customer

EITF 01-9, “Accourting for Consideration Given by a Vendor to 2 Costormer” (ETTF 01-9) addresses the
income staternent characterization of consideration given by a vendor to a customer. EITF 01-9 is rlevant to the
Company particularly in respect to accounting for commissions paid to distributors with respect to the activation
of postpaid plans, the commissians that are paid to distributors only if a distributor completes a specified
cumlative jevel of revere transactions and commissions paid to distributors when a customer remains with the
Company for a specified time period. Application of EITF 01.9 mpresented a reclassification for US GAAP

_ purposes of commissions paid to distributors from commercial and administrative expenses to reductions in

operating revenes of P. 4,254,500, P. 4,343,187 and P. 7,632,140 at December 31, 2002, 2003 and 2004,
mapectively.

Accounting for Revenoe Arrangements with Multiple Deliverables

EITF 00-21 “Accounting for revenpe arangements with multiple deBverables” addresses certain aspects of
accounting for sales that mvolve multiple revenne generating products and/or services sold uader a single
contractual agreement. For América Mévil, this rule became effective for sales agreements entered into
beginning January 1, 2004. Adoption of EITF 00-21 represented a reduction of net income of P. 243,065 ret of
taxes in 2004,

Disclosure about Fair Value of Financial lostruments:

In accordance with SFAS No. 107, *“Disclosares abom Fair Value of Financial Instrurnents.” upder U.S.
GAAP it is necessary to provide information about the fair value of certain financial instruments for which it is
practicable to estimate that vaine.

The carrying amounts of cash and short-lerm investments, accounts receivable and accounts payable and
accrued liabilities approximate fair vahees due 1o the short maturity of these instruments. The fair vaive of total
debt, excluding capital leases, is estimated using discounted cash flow analyses based on axent borrowing rates
offered to the Company for debt of the same ®maining matarities and the market value for the domestic senior
notes at December 31, 2003 and 2004. As of December 31, 2003 and 2004, the carrying value of total debt is
P. 50,827,705 and P. 56.553,594 respectively. The Fair value is P. 52,393,530 &t December 31, 2001am!

P. 54,694,193 at December 31, 2004.
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As of December 31, 2002, 2003 and 2004, the estimated fair valve of the cress currency swaps amounts to
P. 156,864, P. 247 398 and P. 297,357, respectively. Additionally, at December 31, 2003 and 2004, the Company
has interest-rate swaps with and estimated fair value of P. 247,732 and P. (17.799), respectively.

Stock options:

As mentioned in Note 19. in December 2004, the Company allowed all participants under the stock options
plans to exercise all outstanding options whether or not vested under the ariginal terms of the plans and cancelled
such plans. Under local GAAP, due to the immateriality of the amounis involved, the Company has expensed the
difference between the market valoe of the total authorized shares and the subscription price. Differences
between the amount expensed under Mexican GAAP and the stock based compensation expense that would have
been included in net income for US GAAP puposes, if the fair value based method had been spplied to il
awards are immaterial to the accompanying financial staements.

Summary
Net income, operating income and total stockholders® equity, adjusted to take into account the material
differences between Mexican GAAP and U.S. GAAP, are as follows:

Year ended Decemnber 35,
2002 2003 2004

Net incomne 85 reported under Mexican GAAP ........... +e-. P.488S0O78 P.16,181,886 P.16866,717
U.S. GAAP adjustinents:
Cspitalized inferest or net financingcost .....ov.vvvunanunens 69,580 699,716
Depreciation of capitalized intetest .., ..... cee (156,118) (157,737 (150,315)
Accroed vacation pay ....... ... .iieiieian . (37,829 . 225053
Deferred income tax on U.S. GAAP adjustrments ............. (635354)  (1.439,809) (54244)
Difference between the men of depreciati

based on specific indexation factors and on the basis of the

5110 < P (438,520) {460,880} (604,669)
Deferred employee profit sharing on U.S. GAAP adjustments . .. 107,193 105,368 (681,341
MIDOTILY HMBIER! ..o teveervearsersnsinearsiennnss . 146892 - (370.109) - (353,399)
Unrreslized los=®s (gains) on available-for-sale securities 413487 (3,800)
Non-amortization of goodwill .................... ..., 1,764,245 1,154,697 1,180,032
Application of additional negative goodwill of ATL to

QOOBWIL .. ... i (676,97%)
Netlossonsale toaffiliate .................. ..o ... 293,496
Net (gain) loss on sale to offiliate, pet .............. (180,462) 52,596 80,058
Effect of sccountingehange .. .....o0oviiiiiii i 1,057,061
Effect of adoption Of EITFO00-21 ...........oviiiinennianns (419,076)
Effects of inflation accounting on U.S. GAAP Adjustments . ... . 32,309 87,586 193,744
Total U.S. GAAP adjustments, D€t . ... .....covvnrniennnann.. 1465479 (509.739) (203,294)
Netincome under US.GAAP ...........coviverinrnnanans P. 6,350,557 P.15672,147 P.16,663,423
Weighted avernge of common shares outstanding as of December

Stymmilion): ... e e 13,123 12,912 12,502
Net income per shae under U.S, GAAP (in pesos): ........... P. 048 P. 121 P 1.33
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After giving effect to the foregoing adjustments for accrued vacation pay, depreciation of capitalized
inteee st, the difference berween the restatement of deprecistion expense based on specific indexation factors and
on the basis of the NCP1, non-amortization of goodwill and the application of additioral negative goodwill of
ATL to goodwill in 2002, as well of the reclassification of the employee profit sharing expense and the deferred
employee profit sharing e xpense, operating income under U.S. GAAP totaled P. 14,003,285, P. 19497,921 and
P. 22,278,518 in 2002, 2003 and 2004, respectively.

Docember 31,
2003 2084
Total stockholders' eqoity under Mexican GAAP ............... ererees P. 72,803,965 P.77.567,889
U.S. GAAP adjustments, net of effects of inflation on monetary itemns:
| Capitalized inferest of et FNACING COSL . ... +.vvoserarressnneasnsnsn. 1388440  1998,156

Accumulnted depreciation of capitalized inmerest or net financing cost . .. .. (604,749) (755,064)
Deferred income tax from US GAAP......... A . {1.616,948) 1,7583.073)
Deferred employee profit sharing from USGAAP ........coviviininnnnes (592367)  (1,136765) -
Deferred taxes on the difference between the indexed cost and replacement cost

valuation of fixed BRSEIS . ... ... .i.iiiiiiii i (774,147) (951,970)
Difference between the restatement of fixed assets based on Specific indexation

factors and on the basis of the NCPI ............ J N 7,506,117 8,959,955
MIBOTItY IBRIES . .ovineennenssenn (5363342) (1,659,419
Non-amartizatien of goodwill ................oocovviiniil 2,918,942 4,018,974
Application of additional negative goodwill of ATL to Goodwill . .. . (676.974) €76974)
Effect of adoption EITF 0021 ... ..\o.oveivinanrarrnns. . (319,076)
Net gain on ok waffiliate ............ " . - {127 866) (&7 J08)
Total US. GAAP adjustmenis. net ....... e e enr s, 2,057,106 7,576,941
Total stockholders’ equity under U.S. GAAP & ........cvverreencseinninns P. 74861071 P. 85,144,830

Recent accounting pronouncements

In November 2004, the FASB issued SFAS No. 151, “Inventory Costs”. This statenent clarifies that the
definition of cost as applied to inventories is understood to mean acquisition and production costs and that other
items such as aboormal freight, bandling costs and spoilage require treatment as current period charges rather
than invemory cost. The provisions of this statement are effective for inventory costs inaurred during fiscal years
beginning after June 15, 2008. The Company does not expect the impact of the adoption of SFAS No. 1531 to
have a maserinl effect on the results of operations or financial position.
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AMERICA MOVIL, $.A. DE C.V. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued}
{Amounts in thousands of Constant Mexican Pesos
as of December 31, 2004, except when indicated otherwise)
23..  Supplemental Guarantor luformation

As mentioned in Note 13, thCompanyhmmdmmwmsmdnmnmmthmm
fully mdunoondmmal]y guaranteed by Telce).

Consolidating Condensed Finandal Statements

The following consolidating information presenis condensed consolidating balance sheets as of December
31, 2003 and 2004 and condensed consolidating statements of income and cash flows for each of the three years
in the period ended December 31,2004 of the Company and Telcel. These staements are prepared in accordance
with Mexican GAAP with the exception that the subsidiaries e accoumted for as investments under the equity
method rather than being consotidated. The guarantees of the Guarantor are full and unconditional. The

* significant differences between Mexican GAAP and U.S. GAAP as they affect the Guarantor ame set out below.

The Company's consolidating condensed financial statements for the (i) Company; (ii) its wholly-cwned
subsidiary Telcel {(on stand alone basis), which is a wholly and unconditiona! guarantor under the Seaior Noes;
(idi) the combined non-guarantor subsidiaries; iv) eliminations and v) the Company’s consolidated financial
statements are as follows:

Condensed consofidated balance sheets:
Whollyewned Cembloed

Parent g‘b&ﬂ!hry ?hﬂllﬂu Eliminations Total
December 11, 2003

Qurent assets:

Cash and cash equivalents .... P. 63393 P. 1414696 P, 8291076 P. 9,760,165
Marketable securities ........ ' 836126 836,126
Accounts receivable, met . .. ... 12083 3,164,678 8,830,350 ’ 12,007,108
Related parties ............. 10,159810 1,121,088 37636926 P.(38236398) 681,426
Inventories, met ............ . 2983282 2,517,372 : 5,500,654
Other currem essets ......... 967354 1,325,395 2292749
Plant property and equipment,

- 22,803,076 52,051,855 . 74854931
Investments ................ 69771072 23,985,180 2,680,871 (93.756,252) 2,680,871
Intangible assets.net .. ....... 6872,T70 42266627 49,139,397

Total assets ............ P.B0.006358 P.63,312,121 P.156436.598 P(141.992,650) P.157,762477
Liabilities:
Short4ermdebt ............. P. S36980 P. 476066 P. 11,723,670 P. 12,736,716
Cunent luh'!u:s ........... 194,879 18,101,490 2934781t P. (18,532,254) 29,131,927
Long-ermdebt ............. 11,833.875 2,700,695 24 600,898 39,135.465
Other non-current liohilities . . . 31,433,078 2245420 (29.704,144) 3,974,354

Total liabilites ......... 12,365,734  $2,711,329  67917,79%6  (48236398) 84,958,462
Total majecity stockholders’

equity ......... SUPPI 67440624 10,600,792 83155460  (93.756253) 67,440,623
Minority imtetest ............ 5363342 5,363,342
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AMERICA MOVIL, S.A. DE C.V. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS-—(Cantinued)

{Amounts in thousands of Constant Mexican Pesos
as of D ber 31, 2004, pt when indicated otherwise)

Whelly-owsed Caombined

Guaractor DOU-gRaranier ComseSidated
Poarent Subsidiary i Elimi Total
December 31, 2003
Total stockholders’ equity
under Mexican GAAP .... 67440624 10,600,792 88,518,802 (93,756.253) 72,803,965
Total liabilites and
stockholders’ equity .. P. 80,006,358 P.63,312,121 P.156436,598 P.(141,992,651) P.157,762,427
Decembey 31, 2004
Curmnt assets:
Cash and cash equivalents ... P. 328 P. 7598,985 P. 8918833 P. 16.518.136
Muarketshle seaurities ....... 2390038 2,590,038
Accounts receivable, net . .. .. 5480,079 15.327,520 20,807,599
Related parties ............ 35121974 2178350 24,833,919 P. (61,156,945) 977,298
Inventories, net ............ 5373275 5,869,956 11,243,231
Other current assets ........ 2593 3,062,060 111,499 3,176,152
Pilant property and equipment,

BEC 4 eseereeininnnsnen 18,157,999 66,755,442 84,913,441
INRSUDEIIS ... .ol 81,975,038 22959514 652,070  (104,934,552) 652,070
Intangible assets,net ........ 105287 9,320,373 44,308,393 53,743,083

Total assets ........... P.117,208220 P.74,139.635 P.169367,670 P.{166,091497) P.194,621,028
Lisbilities:
Shantermdebt ............ P. 450000 P. 750,183 P. 4,192,305 P. 5392488
Current lisbilitles .......... 2108469 19426785 60740271 P.(32918382) 49,177,143
Longermdebt ............ 38,663,158 3,553,366 13,870.829 56,067,353
Other non-curvent
liabilities ... ............ 75,118 32922,645 1,656,955 (28,238,563) 6,416,155
Total fiabilites ........ 41,296,745 56,452,979 80,360,360 (61,156,945) 117,053,139
Total majority stockholders’

BQEHY ..iiniiiiiniinns 75508475 1768665 87247896  (104,934,352) 75908475
Minority interest ........... 1,459,414 1,659.414
Total stockholders ' equity )

under Mexican GAAP .... 75908475 17 686,656 88907310  (104,934,552) 77,567,889

Total liabilities and

stockholders’ equity .. P.117,205,220

P.74,139,635 P.160 367,670 P(166.091,497) P.194621,008
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AMERICA MOVIL, S.A. DE C.V. AND SUBSIDIARIES
NOTES TO CONSOLIDA TED FINANCIAL STA TEMENTS—{Continved)

{Amomnts in thousands of Constant Mexicon Pesos
as of December 31, 2004, except when indicoted otherwise)

Condensed consolidated statements of operations:

“?_wl!y«ond Combined

Censeliduted
Parertt Subsidinry ri Eliminstioas Total
For the year ended December 31, 2002
Total revenves .............. P.44,608,839 P.23.998,105 P. (5763,711) P. 62,843,233
Total cost and expenses

CPETANNG ... .eennaaan. P, 334545 36366827 18,712,666  (5924,897) 49,189,141
Operating (foss)income ....... (34545 8242012 5285439 161,186 13,684,092
Interest income (expense), net . . 318437  (5.309081) 4,338,949 (1,151,694)
Exchange loss,net ........... (251)  (2481233) 875,844 (1,605,640)
Monetary effect, pet 26400 1,249,390 1,145242 3,021,033
Other financing income (cost),

PN (1,339.85) (1,339.851)
Other (loss) income, net ... ... C (1578 A9T) 2023963 (161,186) 284,080
TaAPOVISIOB ... ..vveunnnnns 115,174 «71277 3,028,326 3,590,777
Equity in results of affiliaes ... 4,837,101 4332841 (4,386165)  (9,169943)  (4,386,165)
Netineome .......cocovuenss P. 5031970 P. 4,107,9% P. 5061987 P. (9,169943) P. 5,031,970
Minority pet {loss) income ... .. _ P. (146892) P. (146892)

For the year ended December 31, 2003
P. 55,188,885 P.44,534.897

Total cost and expenses

OPErAtng .. .. vurrreinann s P. 90753 44262517 36486190  (9.330,378) 71,509,082
Operating (loss)income ....... (90,793) 10,926,368 8,048,707 7,902 18,892,225
Intere st income (expense), bet . . W8 S89  (5.TII971) 6923377 (2,925091)  (1,465,096)
Exchange gain.pet ........... 15 4,634,447 3,134.441 2,925,000 1,425,099
Monetary effect oet .......... 52,240 1,543,981 876,581 2472,804
Other financing cost, net ...... {199,224) {(199,224)
Otherloss,net .. ........... (319) . (620260)  (470.673) (7.903)  (1,099,176)
TaX provision ............... 95220  (392272) 4205487 3708434
Equity inresnlts of affilistes ... 15697245 3428389  {136307) (21,125605) (136,312)
Netincome (................ P.15811,777 P. 7524302 P.13601,302 P(21,125605) P. 15,811,777
Minority interest net income

[ T . P. 370,109 P. 370,109

For the year ended Decsmber 31, 2004

Total revennes .............. P.70,822028 P.73,912.760 P. (9,987.991) P.134.746,797
Total cost and expenses

operating . ....ovvvaaia.inn P. 128,031 53355447 65799483  (10029,821) 111,253,140
Operating (loss)income ....... (128031) 15,466,581 8,113277 41830 23,493,657
Interest (expense) income, net .. (1,708823)  (4,934,124) 4,364,987 (2.277,960)
Exchange (ioss) gain, net . . . ... (243,838) 440,701 2,247,468 2,444,331
Monetary effect, oet .......... 244870 1697037 1010,398 2,952,305
Other financing cost,oet ...... (1,210.282) (1,210,282)
Other (loss) income, pet ... .. .. (22,244) 125,935 27014 (41.830) 88,875
Tax provision ............... (321925) 4,125,509 4,727,862 8,531,446 .
Equity inresalts of affilises ... 180494590 33884622 (92.763)  (21,934.081) (92.763)
Netincome ...........c..... P. 16,513,318 P.12555243 P. 9732237 P421,934,081) P. 16,866,717
Minority net income (foss) . ... .. P. (353,399) P. (353,399)
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AMERICA MOVIL, S.A. DE C.V. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—{Continued)

{Amounts in thoasands of Constant Mexican Pesos

as of D

ber 31, 2004,

pt when indicated otherwise)

Condensed consolidated statements of changes in financial pasition:
Wholly-owsed Crmbined

Operating activities:
NetiBeome .. .o.ovvveuns
Non-cash items .........

Resources (used in) provided by

operating activities .........
Financing activitics:

Resources (used in) provided by
financing activites .........
Investing activities:
Investenent in ®elepbone

Investment in ticenses . . ..
Resources provided by (used in)
investing activities .........
Net increase (decrease) in cash
and cash equivalemts .......
Cash and cash equivalents at
beginning of the Period ... ..
Cash and cash equivalents at end
of the period . ....... e

non-gRAranior

Gearmor
Bubsidiary Suhsidiaries Elimninations

Totad
Decentder 31, 2002 :

P. 4885078 P. 4,107,986 P. S,061,989 P.(5,169,945) P, 4,885,078
(4,837,104) (1,368,835 10,117,267 9,169,945 13,081,273
(3,044 366) 597,674 4,896,463 244977}
(2996.897) 3336795 20075719 20,415,622

5158088  (377,381) 20,921,797 25,702,501
(650 385) (650.385)
(2,305.763) 025 69251)  (2,305.763)
2201937  (308,130) 20,921,797 69251) 22,746,353
(1,315294)  (25.492,792) (26,808,086)

796313 - (752934 2,396,156 69,251 2,509.286
9,854,717 9,854,717

(21632,657) (21.63265T)

796813 (2.068,228) (34.874,576) 69,281  {36,076.740)
1,858 960,437 6,122,940 7085235

124 468,940 2482,407 2,921,471

P. 1982 P. 1420377 P. 8573347 P. 10,006.706
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AMERICA MOVIL, S.A, DE C.V. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS-—(Continued)
{Amounts in thousands of Constant Mexican Pesos

as of December 31, 2004, except when indicated otherwise)

Operating activities:
Netineome ...........

Resources (used in) provided
by operating activities ... .
Financing activities:
Bank loens,net........

Resources provided by (used
in) financing activities ... .
lavesting activities:
Investment in telephone
plant ..............
Investment in
sebsidiaries and
Affiliaed

Resources provided by (used
in} investing activities ....
Net increase decrease in cash
ond cash equivalents .....
Cash and cash equivalents at
beginning of the period .. .
Cash and cash equivalents at
endofthepesiod ........

Qahadi

Cambined
aof-gaarenior

Consofiduted

Total

For the year ended December 31, 2003

P. 16,181,886 P. 7,524302 P. 13,601,302 P.21,125605) P. 16,181,886

(15,697,245)

75993
560,633

897,216
{835,119)

(1,026.097)
(964,000)

464,776

464,776

61409

(2.119,906)

(2,958,483)
2445913

940,786
@ar201)

(2.783225)

2,448,830

(2.126,201)

322,629

(14.,683)

1,429,379

11,730,117

2.206,384
27,538,403

(495.353)

(495,354)

(25.968,863)

4,080,356
752,348

3517164
(9,708,321)

(27,327,316)
(284,267)
8575344

P. 141469 P. 8291077

F-64

21,125,608

3724011

3,724,011

(3,724,011)

{3,724,011)

15,039,171

(676,107
30,544,949

1,342,648
(£35.119)

(1.026,097)

(518,568)

(23,520.033)

(1,305.080)
752,348

3,517,164
(9.708,321)

(30263,922)

(237.541)
10,006,706

9,769,165
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AMERICA MOVIL. S.A. DE C.V. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STA TEMENTS—(Continued)

(Amounts in thousands of Constant Mexican Pesos’

as of December 31, 2004, except when indicated otherwise)

Consoliduted
Total

21,353,798
(383,113)
37,836,402

9,587,660
(1,571,949)

(12427.973)

(4412,262)
(21,228,862)
906,190

(4.057,327)

(1,753,912)
(541,248)

(26,675,159)
6.748,981

9.769,165

Whellyowasd  Combined
Parent Gur "“‘: oaguoretor
For the yor ended December 31, 2004
Operating activities:
Netincorme ............. P. 16,513,318 P. 12,555,243 P. 9,732,237 P.(21,934,081) P. 16,866,717
Non-cash items .......... (18,049 459) 3,692,181 13,776,995 21,934,081
Changes in operating assets
and Lisbilitles: .. ....... (23604 812) (10050,557) 332712%
Resources provided by operating
activites ... icoiieinnes (25,140953)  6,196B67  56,7B0488
Financing activities:
Bank loans, net .......... 27,277,861 1124446  (18,814.647)
Dividendspaid .......... (1.571949)  (4,796,723) 4,796,723
Decrease in capital stock
and retained earnings due
to purchases of
's own
shares ... ............ (12427973) (1475811) 1475811
Resources provided by financing
activities ................. 13,277,939 (5,148,088) (18,814,647) 6,272,534
Investing activities:
Investiment in welephone
plant ......iiinen 225221 (21,454,083)
Investment in subsidiaries
and affiliated
companies . ........... 11,795,951 4910288 (9.531,51%) (6272539
Marketable securities ... .. 4,057327)
Investments in
trademarks ........... (1,753,912
Investment in licenses .. .. (541,248)
Re sources used in investing
activities ................. 11799951  S5,135509 (37,338085)  (6272.534)
Net increase (decrease) in cash
and cash equivalems ... ..... (63063) 6184288 6277156
Cash and cash equivalents at
beginning of the period . . ... ... 63,393 141469 8291076
Cash and cach equivalents a1 end
of the period ...... [ 4 330 P. 7598984 P. 8,918,832
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AMERICA MOVIL, S.A. DE C.V. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continucd)

(Amounts in thousands of Constant Mexican Pesos
as of D her 31, 2004, pt when indicoted otherwise)

Guarantor US GAAP recondifiation of nct income and stockbolder’s equity

As discussed at the beginning of Note 22, the following reconciliation to US GAAP does not include the
mversal of the adjustments to the financial statements for the effects of mﬂauon reqmred under Mexican GAAP
(Bulletin B-10), becanse the application of Bulletin B-10 rep 30 ¢ ve measure of the effects of
price level changes in the Mexican economy and, as such, is considered 2 mme meaningful presentation than
historical cost-based financial reperting for both Mexican and U.S. accounting purposes.

Summary

The principal differences berween Mexican GAAF and U.S. GAAP, a they relate to the consclideted
financial statements of the Company, are those of the Guarantor, and are basically the same a3 those described in
Note 22, except for the adjustments applied directly to the sub-holdings companies as the non amontizstion of
goodwill, micority interest and gains or losses on sales to affiliates.

Net income and total stockholders' equity, nd;umdmuhmmammtﬁ:nnald:ﬂ‘acmesbetween
Mexican GAAP and U.S. GAAP, are as follows:

Year ended December 31,
1002 2003 2004

Net income as reported under Mexicen GAAP .. ... ........... P.4,107956 P.7.524302 P.12,555243
U.S. GAAP adjustments:
Capitalized interest or net financingcostpet ........cvuvnen. (86.538) (157.738) (141,658)
ACCTORA VRCAION PAY + ..t ven cvrnr it anean {37.329) 225,052
Deferred income tax and employee profit sharing adjostments . ... (619.055) 605,203 419,397
Difierence between the restatement of depreciation expense based

on specific indexation factors and on the basis of the NCPI ... (136,038) 2147 (9,138)
Effect of adoption of BITFO0-21 .. .......veivviniinnnnnns (157,159)
Effects of inflation accounting on U.S. GAAP Adjustments . ..... 26685 127,034 170,819
Effects of U.S. GAAP adjustinents on subsidiaries, net ... ...... 105666 - (923,143)  (1,259,441)
Total US. GAAP adjustments, D6l . . ....oovveunnneennn.... T47009) (120,445 (977,175)
Netincome under US. GAAP ... ...coveiierinenriniaies P.3,360857 P.7402857 P.11,578,068

December 31,
200 2004

Total stockholders® equity under Mexican GAAP ...............oooovenna P. 10,600,792 P.17,686,656
U.S. GAAP adjustrments, net of effects of inflation on mooetary items:
Capitadized irie rest or net financing cost, pet ........ ...l 783,690 642,082
Deferred income tax and employee profit sharing adjustments ............... (2073762)  (1,591,175)
Difference between the restatement of fixed assets based on specific indexation

factors andonthe basisof the NCPT ...................coooiauen, 28317 886,788
Effect of adoption of EITFO0-21 . ....oiviiiiniiienciiiniiiisnncaasn (157,154)
Effect of U.S. GAAP adjustments on subsidiaties, bet . .................... 1,234,428 7.2008
Total US. GAAP adjusments, BEY .. . .....vvvviieveiriianianrriansnniss 147,673 {212,306)
Total stockholders’ equity under ULS.GAAP ..............ooooiiilionn, P. 10,748,465 P.17,4714350




