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'DMAX One

Entra ~t mundo DMAX con OMAX One V obten ,O~ $..,rvl'~Q~ b's.t,os. de OMAX.
N;"'lIf:O.;l et Internet a alta velocidad y h~bJ4I pQr t"J~fOf"O mi.ntrlll~; p.!:t'~ coneetado.

Inc'uye;

• Velocid..<1 de (on~){.(Jn d~ ZS6Kbps!128Kbps

• .2 cu-entas de email (10mb.apacldadde~lm.ac.en..je)
• 10mb "Imactlnaje para paoJna$ de Int~rnet

• Unlpuerto gratiS(l) ton FirewaU Monitor
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L.\ (one>chin DMAX oecesaria para pod4!r anviilr 'I roc;;ibir doc;;umento::p at tn~t~nte.

Pyed.'S ton.r mult'ple$ conexlones de vartas computadoras 0 equipos a fa vez,

hablar por telef'ono rnii.!nt"a~ ~$~~S (oned:-<lo y n~YfJ9ar .1 Int~rt't.t de m~l\erA

inalambri(3.

Induye:

• Veloddad de (oMICion d~!<bPS/256Ki;;)
• 2 ClJenti$ de email (10mb Olpaddad de almacen4ljt!)

• 10mb ~Ima(enijepara pa9ina$ de Internet
• 1 cuenta adiclona' de Di~I-Up Gr...ti~
• Mult~pu.rto 11n~h\mbrlco $49.95(~) con Firewall Monitor, Acceso Rernoto y

P~r."t..eIl Cat\tMI

Opc.ional:

• Ace[erador Quickbilnd(3) para Diat-Up $2 .49 m"n5U~'

• r;z AntIYlrU5(:3) $1.99 mensual

DMAX Experience: $39.95
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DNA)( Generation

U".l c.onexi6n OMAX aun mas rapida. Es I. pref.rida para bajar music.. 411 instante V

jugar en '!I Int-ern-.t. ltdt!l'~j ... :.r:- Jo~ qu~ tl~he... una ofldna ell su hogar!
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• vetocidad de (onexi6n d l024Kbps/512Kbp
• 5 (U.ht.$ dew _maU (25mb capaci ad de almac@n..,e)

• 25mb ~bnCl(enaj~ f)tlra pft(Jln~~ d~ Tntftrnet

• 1 cuenta aditlonal de Dial-Up GratJs

• Atel~rador Qulckbdnd(3)

• EZ AntlvlruS(3) ,,---. . __-_\

• Multlpuerto Ilnah\mbr,,~n Firewall Monitorl Acceso Remoto y

Parental Control
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PMAX Extreme

La experttmc;a IIxtrf.'lma de OMAX. E:xcelente para la transmisi6n de video C'video
~trt!!:~mJno"), multimedia y para enviar y recibir archivo'5 y \Jnific~s de \lrc.n t~m~nO.

Et rqc;...r~O p~t'factQ para IOSl prQfesionitles que necesitan transmitir archil/Os de alt..

resolutl6n como Im40.I\.,. y p'al\o,.

Intluye:

• Velocidad d@ convxl6n d 2048Kbps/512Kbp&

• 5 tuentas de @maU (25mb clpacid~d de ~ m.a,enaje)
• 25mb almacenaje para paginas df! Internet
• 1 cueota adlclonal d~ Olal-Up Gr.-,tls

• A(elerador Qllickbandp)

• EZ Antiviru!i(~)

• MultlpuertQ I Inat4mbrko $49.95(2) con Firewall Monitor, Acceso Remota y

p..-renWlI Control
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"Conv.e;-te tu ofert~ DMAX ~,~I" .,nl COfllbo:

DMAX One Combo~ $34..99
DMAX Experje~eCo....bo: $49..99

DMAX Generation Combo: $e9.99
DMAX Extreme Combo: $94..99

TodO!i1 &05 combo. ind-..y.h:
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t;~tados Unldos.
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dl! dia, S4 de I\och.). t

• Bloque lnternacional; Tarif. ftJ~ d~ 30¢ el minute a 50 pa(ses de America

uttna, et Caribe, Europa y Asia.
2

• Servido$ T~lef6nlcos: Ilamada identlflc:tdt!l por nombre y numerot lIamada ~n

esperit, bloqul!o de lIC1mada~ an6nirnas t tl'at1~fer'~n(ia d4! lIamada!r y bu%.on de­
voz.
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United Mexican States
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Lago Alberto 366, Colonia Anahuac, 11320 Mexico, D.F., Mexico
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LEGAL PROCEEDINGS

In each of the countries in which we conduct operations, we are party to various legal proceedings in the ordinary
course of business. These proceedings include, without limitation, tax, labor, antitrust and contractual claims and
claims regarding interconnection practices or agreements and tariffs. During 2005, the claims by International
Telecom, Inc. against Telgua in U.S. federal courts were finally dismissed and the process was concluded. See note
15 to our audited consolidated financial statements included in this annual report.

Our concessions are generally subject to early termination for violations of certain service, quality, coverage
standards and certain interconnection obligations. We are also party to a number of proceedings regarding our
compliance with concession standards. As of the date of this annual report, we believe that none of these
proceedings is likely to result in the revocation of any of our material concessions.

Below is a summary of the most significant legal proceedings in which we are currently involved.

Telcel

Cofeco

Administrative proceedings have been commenced by Cofeco against Telcel for alleged anti-competitive behavior in
connection with: (i) actions by certain distributors of Telcel with regard to the purchase and sale of cellular
equipment; (ii) exclusivity agreements with certain content providers; and (iii) the refusal to grant interconnection to
a certain provider of "trunking" services for the exchange of SMS short messages. These investigations are in
varying procedural stages. If we are unsuccessful in challenging any of the aforementioned legal proceedings, they
may result in significant fines or specific regulations applicable to Telcel. We have not made provisions in our
financial statements for these potential liabilities because at the time our most recent financial statements were
published, we could not reasonably determine the amount of such contingencies.

Interconnection Fees



In December 2004, Telcel reached an agreement with various other telecommunications service providers as to the
interconnection 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" system from the 2004 rate ofPs. 1.90 per minute to Ps. 1.39 by the end of2007. The agreement also
contemplated that these reductions would be reflected in the tariffs charged by fixed operators to their users. The
new framework was promoted by Cofetel, and the related agreements were registered with Cofetel. Certain
telecommunications service providers have since challenged the new framework, arguing that the proposed
interconnection fees do not properly take into account costs associated with providing interconnection services, and
have initiated proceedings with Cofetel to obtain their intervention in resolving the matter. These proceedings are in
their final stages, and we expect Cofetel to rule on this issue during 2006.

These proceedings have not yet been resolved, and we cannot determine with reasonable certainty the impact these
proceedings would have if they were not resolved in our favor. Interconnection fees may decrease further as a result
of these actions, which may affect our revenues since we have traditionally received more revenues from such fees
than we have had to pay to other operators for interconnection services.

CNBV

During 2003, we received requests for information from the Mexican Banking and Securities Commission
(Comision Nacional Bancaria y de Valores or the CNBV) and the SEC regarding Telcel' s entry into a capacity
services agreement with Operadora Unefon in September 2003. To our knowledge, the investigation regards the
alleged use by Operadora Unefon of the U.S.$267.7 million paid by Telcel to Operadora Unefon under the
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agreement and related public disclosures made by an affiliate of Operadora Unefon. The SEC has publicly stated
that it has filed charges against certain affiliates of Operadora Unefon. We cooperated with the authorities. During
2005, we did not receive any requests with respect of this matter. For this reason, we believe that our participation in
this investigation has concluded.

Short Message Services (SMS)

Under the terms of its concessions for the 800 megahertz spectrum, Telcel must pay a royalty on gross revenues
from concessioned services. The royalty is levied at rates that vary from region to region but average approximately
6%. We believe that short message services are value-added services, which are not concessioned services, and that
revenues from short message services should not be subject to this royalty. In related proceedings, Cofetel has ruled
that short text messages are subject to the interconnection 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 liability.

Tax Assessment

On March 3, 2006, the Mexican Tax Administration System (Sistema de Administracion Tributaria or "SAT"),
notified Telcel of an assessment ofPs. 271.6 million (Ps. 150.2 million plus adjustments, fines and late fees) as a
result of a tax deduction made by Telcel in 2003 ofPs. 1,221.9 million in connection with royalty payments made to
another subsidiary of America M6vil in connection with the use of certain trademarks. We believe that these
deductions were made in accordance with applicable law and intend to challenge the validity of this assessment.
Based on the foregoing, Telcel expects that the SAT will challenge similar deductions for royalty payments made
during 2004 and 2005 ofPs. 4,490.9 million and Ps. 6,349.6 million, respectively. We have not made provisions in
our financial statements with respect to this potential liability because, based on the strength of our legal arguments,
we believe that we will successfully challenge this assessment.

Comcel

Voice over IP

In March 2000, the Colombian Superintendencia de Industria y Comercio ("SIC") issued Resolution No. 4954,
requiring Comcel to pay a fine of approximately U. S.$100 thousand (Colombian Ps. 234 million) for alleged anti-



BNDESPar's claims. We do not believe that BNDESPar has valid grounds for its claims against Telecom Americas.
Telecom Americas is defending itself vigorously against these claims. There can be no assurance, however, that we
will ultimately prevail. We have not made provisions in our financial statements for these potential liabilities.

Lune Patent Case

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 Brasilia, Federal Capital of
Brazil, against Americel 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
technology that is used by Americel to provide caller id services, Americellost the case at the trial level and on first
appeal. After the judgment against Americel was rendered, a federal court in Rio de Janeiro, Brazil, rendered
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a preliminary injunction decision suspending the effects of the patent, in an action filed by a supplier of caller id
technology. Americel filed three special appeals against the decision of the state court in Brasilia, 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 Court of Justice. Our request for a special
appeal before the Supreme Court has been denied. Americel filed a motion requesting the reversal of this decision,
which is still pending. Americel intends to continue vigorously defending itself against this claim.

The cases against the other operators 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 removed
on jurisdictional grounds. The Americel judgment does not bind other state courts or the federal courts of Brazil. We
intend to vigorously defend ourselves 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 these proceedings, if ultimately resolved against our interests. The plaintiff in the Americel case has initiated
proceedings for execution of the judgment. The court has appointed experts to determine the amount of possible
damages suffered by the plaintiff due to the alleged infringement by Americel. Americel intends to request that the
effects of any execution order be suspended pending resolution of the appeals. In addition, Americel benefits from a
limited contractual indemnity from its equipment supplier, and it is currently analyzing how and to what extent it
could recover any eventual damages from this supplier. We have not made any provisions in the financial statements
in respect of these proceedings.

Minas Gerais Operations

In April 2005, Telecom America's subsidiary Stemar Telecomunica90es was awarded a license to provide wireless
services in the Minas Gerais region of Brazil, and we subsequently built a network in the region. This award was
challenged by Telemig Celular S.A., a competitor in the region, which alleged that Stemar should be considered an
affiliate of Telemig for purposes of the Brazilian telecommunications laws and consequently prohibited from
operating in Minas Gerais. Telos Funda9ao Embratel de Seguridade Social is the pension fund of Embratel
Empresa Brasileira de Telecomunica90es S.A., which is controlled by Telmex, and holds a 3.5% investment in the
controlling shareholder of Telemig. Although we do not believe that Embratel controls Telos, in November 2005
Telos placed its investment under the management of an independent administrator in order to address the concerns
of ANATEL, which agreed with Telemig's position. Although ANATEL has ruled that the transfer by Telos of the
management of its investment to an administrator resolves any concerns regarding the potential affiliation between
Stemar and Telemig, a federal judge in Brasilia has refused to withdraw an injunction prohibiting us from operating
in the Minas Gerais region, which was originally entered in October 2005. Stemar was able to temporarily operate in
Minas Gerais in November 2005 and between December 2005 and April 2006, under temporary orders suspending
the effects of the injunction.

In November 2005, we filed an appeal against the injunction, which is pending. In addition, we have asked a federal
judge (to whom the case was transferred in January 2006, pursuant to an appeal filed by Stemar challenging the



jurisdiction of the former judge) to reconsider the grant of the injunction. ANATEL is also taking legal action
seeking to suspend or reverse the injunction.

In May 2006, Telemig, Stemar and Telos agreed to settle the pending litigation. Certain matters regarding the
settlement, including ANATEL's position on the effects of the settlement, are still pending resolution.

aUf ability to operate in the Minas Gerais region is affected by these legal proceedings. If the challenges to the
injunction fail or the pending matters regarding the settlement are not resolved, we may not be able to operate in the
Minas Gerais region unless Telos divests its indirect interest in Telemig. This divestment would require compliance
with the rights of first refusal included in the shareholders agreement between a number of investors in the
controlling shareholder of Telemig, which could delay Telos' ability to effect this divestment.
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CompUSA

In January 2000, a lawsuit was filed in Texas against CompUSA on behalf of cac Services, Ltd. ("CaC") alleging,
among other things, breach of contract, tortious interference and conspiracy in connection with a letter of intent 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 Helu, our chairman, and certain other persons. The jury trial concluded in
February 2001 with a jury verdict against CompUSA in the amount ofU.S.$90 million in actual damages. The
verdict also awarded punitive damages in the amount ofU.S.$94.5 million against CompUSA and U.S.$175.5
million against Mr. Halpin. Damages were also awarded against the remaining defendants.

In March 2001, CompUSA and the other defendants filed a motion with the trial court for judgment notwithstanding
the verdict. In May 2001, the trial court granted the motion for judgment notwithstanding the verdict, vacating the
award against CompUSA and Mr. Halpin and reducing significantly the amount of damages. Despite the significant
reduction in damages, Mr. Slim Helu and the other defendants appealed seeking discharge from all claims. In
August 2004, the Dallas Court of Appeals reversed the February 2001 judgment in full, releasing the defendants
from the obligation to pay any damages. cac appealed the Court of Appeals' decision to discharge all claims
against Mr. Slim Helu and certain of the other defendants, and the Texas Supreme Court denied the petition for
review in June 2006. The plaintiff may file a motion for rehearing with the Texas Supreme Court. The plaintiff has
decided not to further pursue claims against CompUSA and Mr. Halpin.
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