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January 18, 2001

Ms. Blanca Bayo m ,:\Z
Florida Public Service Commission =
Division of Records and Reporting _J iy o
2540 Shumard Oak Blvd. Nz S e
Tallahassee, Florida 32399 O[O g2 -] Yo &

Dear Ms. Bayo:

Enclosed are the original and six (6) copies of Telmex USA, L.L.C's Application Form for
Authority To Provide Interexchange Telecommunications Service Within The State of
Florida. So that our records will be complete, please date stamp the extra copy of this
transmittal letter and return in the enclosed envelope. Also enclosed is a check for $250
made payable to the Florida Public Service Commission to cover the filing fee.

So that our records will be complete, | would appreciate it if you would please date-stamp
the extra copy of this transmittal letter and mail it to me in the envelope provided. Any
questions regarding this Application should be directed to me (205) 330-1703. Your
assistance in this matter is greatly appreciated.

Yours truly,

(T, /
Bobbi FergW

Consultant for
Telmex USA, L.L.C.

Enclosures

16061 Carmel Bay Drive @ Northport, Alabama 35475 o
DOCUMENT NiUMRTR-DATE

01023 JM2is

T AORTING

ag pE o ISR,


mailto:toddlowe@worldnet.att.net
mailto:toddlowe@visiology.com
http:www.visiology.com

** FLORIDA PUBLIC SERVICE COMMISSION **

DIVISION OF COMMUNICATIONS BUREAU OF SERVICE EVALUATION

APPLICATION FORM

for AUTHORITY TO PROVIDE
INTEREXCHANGE TELECOMMUNICATIONS SERVICE
WITHIN THE STATE OF FLORIDA

Instructions

¢ This form is used as an application for an original certificate and for approval of
assignment or transfer of an existing certificate. In the case of an assignment or transfer,
the information provided shall be for the assignee or transferee (See Appendix A).

¢ Print or Type all responses to each item requested in the application and appendices. If
an item is not applicable, please explain why.

¢ Use a separate sheet for each answer which will not fit the allotted space.

¢ Once completed, submit the original and six (6) copies of this form along with a non-

refundable application fee of $250.00 to:

Florida Public Service Commission
Division of Records and Reporting
2540 Shumard Oak Blvd.
Tallahassee, Florida 32399-0850
(850) 413-6770

Note: No filing fee is required for an assignment or transfer of an existing certificate to
another certificated company.

¢ If you have questions about completing the form, contact:

Florida Public Service Commission
Division of Communications

Bureau of Certification and Evaluation
2540 Shumard Oak Blvd.

Tallahassee, Florida 32399-0850

(850) 413-6600

FORM PSC/CMU 31(6/98) Page 1 of 16
Required by Commission Rule Nos. 25.24-470,
25-24.471, and 25-24.473



"1 This is an application for v (check one):
(v') Original certificate (new company).

() Approval of transfer of existing certificate:
Example, a certificated company purchases an existing certificated company
and desires to retain the authority of both certificates.

() Approval of assignment of existing certificate:
Example. a non-certificated company purchases an
existing company and desires to retain the certificate of authority
rather than apply for a new certificate.

() Approval of transfer of control:
Example, a company purchases 51 % of a certificated company. The
Commission must approve the new controlling entity.

2. Name of company:
Telmex USA, L.L.C.
3. Name under which applicant will do business (fictitious name, etc.):

Telmex USA, L1L.C.

4, Official mailing address (including street name & number, post office box, city, state,
Zip code):

9444 Farnham St.. Suite 200

San Diego, CA 92123

5. Florida address (including street name & number, post office box, city, state, zip
code):

None
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8.

Select type of business your company will be conducting ~(check all that apply):

()

()

(X)

()

()

(X)

Facilities-based carrier - company owns and operates or plans to own and
operate telecommunications switches and transmission facilities in Florida.

Operator Service Provider - company provides or plans to provide
alternative operator services for IXCs; or toll operator services to call
aggregator locations; or clearinghouse services to bill such calls.

Reseller - company has or plans to have one or more switches but primarily
leases the transmission facilities of other carriers. Bills its own customer base
for services used.

Switchless Rebiller - company has no switch or transmission facilities but
may have a billing computer. Aggregates traffic to obtain bulk discounts from
underlying carrier. Rebills end users at a rate above its discount but generally
below the rate end users would pay for unaggregated traffic.

Multi-Location Discount Aggregator - company contracts with unaffiliated
entities to obtain bulk/volume discounts under multi-location discount plans
from certain underlying carriers, then offers resold service by enrolling
unaffiliated customers.

Prepaid Debit Card Provider - any person or entity that purchases 800
access from an underlying carrier or unaffiliated entity for use with prepaid
debit card service and/or encodes the cards with personal identification
numbers.

Structure of organization;

( ) Individual ( ) Corporation
( ) Foreign Corporation ( ) Foreign Partnership
( ) General Partnership ( ) Limited Partnership

(X ) Other - Limited Liahility Company

if individual, provide:
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Name:

Title:

Address:
City/State/Zip:
Telephone No.: Fax No.:
Internet E-Mail Address:

Internet Website Address:

S.

10.

11.

12.

13.

If incorporated in Florida. provide proof of authority to operate in Florida:

(a) The Florida Secretary of State Corporate Registration number:

If foreign corporation. provide proof of authority to operate in Florida:

(a) The Florida Secretary of State Corporate Registration number:
Applicant is a limited liability company. The number is 697A00037146

If using fictitious name-d/b/a. provide proof of compliance with fictitious name
statute (Chapter 865.09, FS) to operate in Florida:

(a) The Florida Secretary of State fictitious name registration
number:

if a limited liability partnership, provide proof of registration to operate in Florida:

(a) The Florida Secretary of State registration number:

If a partnership, provide name, title and address of all partners and a copy of the
partnership agreement.

Name:

Title:
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14.

Address:

City/State/Zip:

Telephone No.: Fax No.:

Internet E-Mail Address:

Internet Website Address:

If a_foreign limited Partnership. provide proof of compliance with the foreign

limited partnership statute (Chapter 620.169, FS), if applicable.

15

16.

(a) The Florida registration number:

Provide FEID Number(if applicable): 760532710

Provide the following (if applicable):

(a) Will the name of your company appear on the bill for your services?
(X )Yes ( )No

(b) If not, who will bill for your services?

Name:

Title:

Address:

City/State/Zip:

Telephone No.: Fax No.:

(c) How is this information provided?
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17. Who will serve as liaison to the Commission with regard to the following?

(a) The application:

Name: _Bohhi Feronson

Title: _Sr_Consultant_Visiology Inc

Address: 16061 Carmel Ray Drive

City/State/Zip: Northport AL_35475

Telephone No.:_(205) 330-1703 Fax No.: (205)330-1705

Internet E-Mail Address:__bohhi@visiology com

Internet Website Address: _www visiology com

(b) Official Point of contact for the ongeing operations of the company:

Name: Linda LaGatta

Title: General Counsel

Address: 9444 Farnham St.. Suite 200

City/State/Zip: San Diego. CA 92123

Telephone No.:(858) 505-3900 Fax No.: (858) 505-3939

Internet E-Mail Address: llagattaj@telmexusa com

Internet Website Address:

(c) Complaints/inquiries from customers:

Name: See (h) above

Title:

Address:
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City/State/Zip:
Telephone No.: Fax No.:
internet E-Mail Address:

Internet Website Address:

18. List the states in which the applicant:

(a)

(c)

(e)

has operated as an interexchange telecommunications company.

Applicant has not yet commenced operations.

has applications pending to be certificated as an interexchange
telecommunications company.

Connecticut, Delaware, Illinois, Nevada, and New York.

is certificated to operate as an interexchange telecommunications company.

Arkansas, California, Colorado, Massachusetts, New Mexico, Oregon, Pennsylvania,
and Texas.

has been denied authority to operate as an interexchange
telecommunications company and the circumstances involved.

None.

has had regulatory penalties imposed for violations of telecommunications
statutes and the circumstances involved.

None.

FORM PSC/CMU 31(6/98) Page 7 of 16
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(f) has been involved in civil court proceedings with an interexchange carrier,
local exchange company or other telecommunications entity, and the

circumstances involved.

None.

19. Indicate if any of the officers, directors, or any of the ten largest stockholders have
previously been:

(a) adjudged bankrupt, mentally incompetent, or found guilty of any felony or of any
crime, or whether such actions may result from pending proceedings. if so. please explain.

None.

(b) an officer, director, partner or stockholder in any other Florida certificated
telephone company. If yes, give name of company and relationship. If no longer associated
with company, give reason why not.

None

20. The applicant will provide the following interexchange carrier services 1 (check all
that apply):

a_X MTS with distance sensitive per minute rates

FORM PSC/CMU 31(6/98) Page 8 of 16
Required by Commission Rule Nos. 25.24-470,
25-24.471, and 25-24.473



__ Method of access is FGA
__ Methed of access is FGB
_X__ Method of access is FGD
_X  Method of access is 800

b. MTS with route specific rates per minute
Method of access is FGA

Method of access is FGB

Method of access is FGD

Method of access is 800

c._X MTS with statewide flat rates per minute (i.e. not distance

Method of access is FGA
Method of access is FGB

X__ Method of access is FGD
X Method of access is 800
d. MTS for pay telephone service providers
e. Block-of-time calling plan (Reach Out Florida,

ing America, etc.).
f_X 800 service (toll free)

g_X WATS type service (bulk or volume discount)

X Method of access is via dedicated facilities
X Method of access is via switched facilities

h. Private line services (Channel Services)

(For ex. 1.544 mbs., DS-3, etc.)
i X Travel service

__ Method of access is 950
X Method of access is 800

900 service

FORM PSC/CMU 31(6/98) Page 9 of 16
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K. Operator services

Available to presubscribed customers

Available to non presubscribed customers (for example, to patrons of
hotels, students in universities, patients in hospitals).

Available to inmates

l. Services included are:
Station assistance
Person-to-person assistance
Directory assistance

Operator verify and interrupt
Conference calling

21. Submit the proposed tariff under which the company pians to begin operation. Use
the format required by Commission Rule 25-24.485 (example enclosed).

See ATTACHMENT D

22. Submit the following:
A. Financial capability.
The application should contain the applicant’s audited financial statements for the

most recent 3 years. If the applicant does not have audited financial statements, it shall so
be stated.

The unaudited financial statements should be signed by the applicant's chief
executive officer and chief financial officer affirming that the financial statements are true
and correct and should include:

1. the balance sheset;

2. income statement: and

3.  statement of retained earnings.

NOTE: This documentation may include, but is not limited to, financial

statements, a projected profit and loss statement, credit references,
credit bureau reports, and descriptions of business relationships with
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financial institutions.

Further, the following (which includes supporting documentation) should be
provided:

1. A written explanation that the applicant has sufficient financial capability to
provide the requested service in the geographic area proposed to be served.

2. A written explanation that the applicant has sufficient financial capability to
maintain the requested service.

3. A written explanation that the applicant has sufficient financial capability to
meet its lease or ownership obligations.

See Attachment A

B. Managerial capability; give resumes of employees/officers of the company
that would indicate sufficient managerial experiences of each.

C. Technical capability; give resumes of employees/officers of the company that
would indicate sufficient technical experiences or indicate what company has been
contracted to conduct technical maintenance.

FORM PSC/CMU 31(6/98) Page 9 of 16
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** APPLICANT ACKNOWLEDGMENT STATEMENT **

REGULATORY ASSESSMENT FEE: | understand that all telephone companies
must pay a regulatory assessment fee in the amount of .15 of one percent of its
gross operating revenue derived from intrastate business. Regardless of the gross
operating revenue of a company, a minimum annual assessment fee of $50 is

required.

GROSS RECEIPTS TAX: | understand that all telephone companies must pay a
gross receipts tax of two and one-half percent on all intra and interstate business.

SALES TAX: | understand that a seven percent sales tax must be paid on intra and
interstate revenues.

APPLICATION FEE: | understand that a non-refundabie application fee of $250.00
must be submitted with the application.

A\sonso LAaea pecerber’ /9 Ao
Signature Date
Chief Financial Officer (858) 505-3900
Title Telephone No.
Address: 9444 Farnham St _Suite 200 (8AR) 505-3939
Fax No.
San Diega CA 92123
ATTACHMENTS:

A - CERTIFICATE SALE, TRANSFER, OR ASSIGNMENT STATEMENT
B - CUSTOMER DEPOSITS AND ADVANCE PAYMENTS
C - CURRENT FLORIDA INTRASTATE NETWORK
D - AFFIDAVIT
- FLORIDA TELEPHONE EXCHANGES AND EAS ROUTES
- GLOSSARY
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APPENDIX B **
CUSTOMER DEPOSITS AND ADVANCE PAYMENTS

A statement of how the Commission can be assured of the security of the
customer’s deposits and advance payments may be provided in one of the following ways
(applicant, please yr check one):

( ) The applicant will not collect deposits nor will it collect payments for service
more than one month in advance.

(X') The applicant intends to collect deposits and/or advance payments for more
than one month’s service and will file and maintain a surety bond with the
Commission in an amount equal to the current balance of deposits and
advance payments in excess of one month.

(The bond must accompany the application.)

=N/

UTILITY OFFICIKL:\—’W% :
~ Azorso LAea DECEMBER 7Y 200D
Signature Date
Chief Financial Officer (80A8) 858-3900
Title Telephone No.
Address: 9444 Farnham St _Suite 200 (858) 505-3939
Fax No.

San Diego CA_92123
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*APPENDIX C**

CURRENT FLORIDA INTRASTATE SERVICES

Applicant has (X ) or has not ( ) previously provided intrastate telecommunications in
Florida.

If the answer is has fully describe the following:
a) What services have been provided and when did these services begin?
b) If the services are not currently offered, when were they discontinued?

The Applicant entered the resale market as Telmex/Sprint Communications, L.L.C. and was
granted Certificate No. 5346 effective April 6, 1998. The Applicant resold Sprint’s long
distance services primarily outbound long distance and toll free services both domestic and
international. This joint venture arrangement between Telmex and Sprint ended in May of
1999. At its peak under this joint venture, the Applicant had approximately 25,000 long
distance customers. These long distance customers were transferred to Sprint when the
joint venture terminated. Telmex USA, L.L.C. (formerly Telmex/Sprint Communications,
L.L.C.) now intends to re-enter the long distance marketplace as a switch-based reseller.

UTILITY OFFICIAL,:
— e
% - Arzoroso LAga DECEMBEZ 1Y 2077

Signature  #/ Date 4

Chief Financial Officer (805) 858-3900

Title Telephone No.

Address: 9444 Farnham St _Suite 200 (858) 505-3939
Fax No.

San Diego CA 92123
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APPENDIX D
AFFIDAVIT

By my signature below, |, the undersigned officer, attest to the accuracy
of the information contained in this application and attached documents and that
the applicant has the technical expertise, managerial ability, and financial
capability to provide alternative local exchange company service in the State of
Florida. | have read the foregoing and declare that, to the best of my knowledge
and belief, the information is true and correct. | attest that | have the authority to
sign on behalf of my company and agree to comply, now and in the future, with
all applicable Commission rules and orders.

Further, | am aware that, pursuant to Chapter 837.06, Florida
Statutes, “Whoever knowingly makes a false statement in writing with the
intent to mislead a public servant in the performance of his official duty
shall be guilty of a misdemeanor of the second degree, punishable as
provided in s. 775.082 and s.

775.083.”
UTILITY OFFICIAL.:

/ /4 — Arrorsso LAE.A_ PECEp13er 19 o
Signature Date
Chief Financial Officer (805) 858-3900
Title Telephone No.
Address: 9444 Earnham St _Suite 200 (858) 505-3939

Fax No.

San Diega CA_ 92123

FORM PSC/CMU 31(6/98) Page 16 of 16
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ATTACHMENT A

FINANCIAL CAPABILITY

The Applicant has adequate and sufficient financial resources to resell the proposed
telecommunications service in Florida and can rely on the considerable resources of its ultimate
parent, Telefonos de Mexico, S.A. de C.V. In lieu of a balance sheet and income statement for
Telmex USA, a new entrant into the telecommunications marketplace, Attachment A consists of the
recent financial reports of Telefonos de Mexico, S.A. de C.V. which indirectly holds a controlling

interest in Telmex USA.



Attachment A

Statement of Financial Capability

In the opinion of management, Telmex USA, L.L.C, has sufficient financial capability to enter the
Florida telecommunications market and meet its ongoing obligations. In addition to funds available
as shown on the financial statements furnished, Telmex USA, L.L.C has access to additional funding

through financial institutions and if necessary through additional capital from the shareholders.

gy A

777 ~

y/ /4

Alfonso Lara
Chief Financial Officer
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Highlights

¢ 11,205,177 Access lines in Service
+ 6,495,200 Celiular Customers

¢ 486,425 internet Access Accounts
Fixed Telephony

Local Service

In the first quarter, net line gain was of 327,022 lines, ending the period
with 11,205,177 access fines, an annual increase of 11.3%.

lines in service {millions)
(%) annual growth

The growth in lines in service was mainly due to: more economic activity;
reduction of instalfation charges and taniffs in reat terms; the introduction of
the Prodigy Plus package that in some cases generated demand for a
second line: and the installation of 74,090 fixed shared phones.

The accounting separaton of locat service reveals that dunng the quarter, its
revenues increased 10.4%, as a result of a 4.2% increase in basic service
revenues and an increase of 27.0% i interconnection with long distance
operators. This interconnecuon item includes the participation that local
service receives from TELMEX LADA The cperating ncome of this business
rose to 5,870 mutlion pesos, representing 37.8% of local revenues.

Long Distance Service
At March 31, domestic long distance billed minutes totaled 2,300 multion,
an increase of 12.1%., compared with the same period of the previous year.

International long distance minutes for the first quarter were 1,193 mllion,
53.7% tugher than in the first quarter of 1999,

Both volumes are the resuft of more lines in service, improvement in the
economy and that phone tanffs have not increased n real terms.
Nevertheless, international long distance is still being negatwvely impacted
by the illegal by-pass of some international long distance operators.

The accounting separation of long distance reflects that during the quarter,
the revenues that incorporate an estimate of 547 mullion pesos associated
to illegal by-pass, decreased 0.2%. On the other hand, costs that include
total allocations associated with interconnection, co-location, port rental,
billing and coflecting, rose to 4,149 million pesos. The operating mcome of
the quarter accumulated 2,562 million pesos, in other words, 38.2% of
fevenues,

The average revenue per jocal service line without including interconnection
rose to 331 pesos which continues to be one of the lowest in the world In
the case of basic long distance service the average monthly revenue per line
was 162 pesos. By combining both services, fixed telephony generated the
equivalent of 493 pesos of average monthly revenue per line and on an
annualized basis it would be equivalent to 5,316 pesos per line.

ILD minutes {millions)
DLD minutes (millions}
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Wireless Telephony

At March 31, 2000, TELCEL had 6,495,200 wireless fines in the country
Dunng the quarter. 1,223,243 new customers were added. reflecting
annual growth of 156.6%, favored mainly by the change n the
disacuvation policy once Calling Party Pays went into effect.

The main increase in customers was reqistered in the prepard wireless plans
(Sistema Armigo and Armigo Kit). In the first quarter, prepaid wirefess services
growth rate was 187.2%, and contract services grew 22.1%.

In the first quarter, TELCEL registered revenues of 4,674 million pescs.
82.6% higher than m the same period of the previaus year.

The average manthly revenue per cellutar customer was 266 pesos, 28.3%
lower than in the first quarter of 1939. If this tendency is maintained, the
annual average monthly revenue per cellular customer would be equivalent
to 3,192 pesos.




Operating costs and expenses increased 73.0%, totaling 3,538 million
pesos. The increase is mainly due to costs associated with the acquisition of
cellular handsets and tefephone cards, as well as commissions paid to
distributors.

TELCEL's operating income increased 121.0% compared with the first
quarter of 1999 totaling 1,136 mullion pesos. The operating margin for the
quarter was 24.3% and the EBITDA margin was 31.0%, both higher than
the same penod of the previous year.

cellular subscribers (thousands)
(%) annual growth

156.6%
134 5%
G5.5% (1907 )
P @
)

)

[0

M99 199 595 Ds9 MO0

Internet / Data

At the end of the first quarter, there were 486,425 Internet access accounts,
reflecting an ncrease of 164 0%. from January to March, 83.671 new
accounts were added of which 43.5% comespond ta the Prodigy Plus
package.

On March 14, Prodigy Turbo (ISDN) was launched, that will allow Internet
customers to have access speed of 128 kbps, use ther telephone line
without having to disconnect from the internet and maintain the actual

speed.
Internet access accounts {thousands)
(%) annual growtn

20018%
® 149 3%

Additionafly, on March 21 the Timsn.com Internet Portal was inaugurated
along with Microsoft.

Regarding data transmission, equivalent lines increased 49.8% year-over
year, ending the quarter with 604,111 equivalent fines in operaton for data
transmission.

Consolidated Financial Resuits

Total revenues for the first quarter totaled 26,445 million pesos, 23.7%
higher than in the same period of 1999. This increase is mainty explained by
the incorporation of TELMEX's intemational operations in the consofidated
resuits of the company. more revenues generated by TELCEL and more sates
of digital services. Additionally more volume in telephone traffic, the
increase in fixed and wireless lines contnbuted to these revenues, partially
offset because tariffs remained unchanged.

Operating costs and expenses fose to 16,986 million pesos, 24.9% higher
than in the same period of 1999. The main increase in costs and expenses
are associated with TELCEL due to growth in celfular handset volume,
commissions paid to distributors and costs related to Calling Party Pays.

The operating margen for the first quarter was 35.8%., and the EBITDA was
14,701 million pesos that is equwalent to 55.6%.

Net income for the quarter was 6,474 million pesos, an increase of 19.4%
compared with the same period of the previous year.

Finantial Structure

The debt/capitalizat:on ratio at March 31, 2000, was 24.3%.

2-for-1 Stock Spiit

In the extraordinary Shareholders meeting that was held on December 6,
2000, a stock restructure was approved in TELMEX's Series "AA™, "A" and
°L" shares. Therefore, starting on february 1, 2000 the 2-for-1 spiit was
carried out reflected in the companys capital stock.

International Development

TELMEX, Firstmark, £ Conte Inglés, Grupo Prisa, Caja San Fernando. Omega
Captal, Caja Ouero, {bercaja, £l Monte and el Diano de Burgos obtained a

license from the Sparush government to operate fixed wireless local loop
sepvices In that country. TELMEX's partcipation 15 of 17.5%.

TELMEX began to trade in Laubex, the Latin American market in euros of
the Spanish Stock Exchange (Bolsa de Madrid) with ucker symbol XTMXL.
Telmex will be the fargest Latin Amenican company and the second largest
in general trading in this Stock Exchange.




Consolidated
Statements of income

(mullions of Mexican pesos with purchasing power at March 31, 2000)

Three Months Ended Percent
Mar/31/00 Mar/31/99 Change
Operating Revenues:
ong-Distance Service:
International 2,784 2,201 265
Domestic 5.700 5223 9.1
Lacal Service 10,949 10,378 55
Interconnection Service 2,376 400 4940
Other 4,636 3,175 46.0
Total 26,445 21,377 23.7
Operating Costs and Expenses: !
ost of Sales and Services 6,705 4677 43.4
Commercial, Administrative and General 5,039 4,039 24.8
Cash Operating Expenses 11,744 8,716 347
EBITDA 14,701 12,661 16.1
Depreciation and Amortization 5,242 4,881 7.4
Total 16,986 13,597 24.9
Operating income 9,459 7.780 21.6
Comprehensive Financing (Income) Cost:
Net Interest 25 (487) 105. T:
Exchange Loss (Gain), Net (167) 32 621.9
Monetary Effect (324) {310) 4.5
Total {466) (765) (39.7)
Income Before Income Tax and Employee
Profit Sharin% 9,925 8.545 16.1
Incame Tax and tmployee Profit Sharin 3,268 3.126 4.5
Income Before Equity in Results of Affiliates
and Minority Interest 6,657 5418 22.8
Equity in Results of Affiliates and Minarity Interest {183) 5 (3.760.0)
Net [ncome 6.474 5.424 19.4
Wireless
Operations
{millions of Mexican pesos with purcnasing power at March 31, 2000}
Three Months Ended Percent
Mar/31/00 Mar/31/99 Change
Operating Revenues* 4,674 2,559 82.6
0 erating Costs and Expenses:
gost of Sales and Services* 2,108 1,042 102.3
Commercial. Administrative and General 1,118 783 42.8
Depreciation and Amortization 312 220 418
Total 3.538 2.045 73.0
1.136 514 121.0

Operating Income
*ncluding revenues andior costs associated with Long Distance service.




Ratios and Statistics

Three Months Ended Percent
Mar/31/00 Mar/31/99 Change
Financial Ratios {%)
Consolidated Operating Margin 36 36
Consolidated EBITDA Margin 56 59
Wireless Operating Margin - 24 20
Wireless EBITDA Margin K} 29
Operating Statistics (Thousands) _
Access Lines Added 37 143 128.7
Access Lines in Service 11,205 10.070 11.3
Cellular Subscribers Added 1,223 418 192.6
Total Cellular Subscribers 6,495 2,531 156.6
LD Billed Minutes {Millions)
Domestic 2,900 2,588 12.1
International 1,193 176 53.7
14,940 15,128 (1) {1.2)

Shares Qutstanding {Millions)
1) For the 1994 figure, a retroactrve effect was camed out on the stock spit dictated by the December 6. 1999. Sharehalders Meeting, that conssts of 2 new shares per each previous outstanding share held

Consolidated
Balance Sheet

(mimons of Mexican pesos with purchasing power at March 31, 2000)

Mar/31/00 Mar/31/99 Mar/31/00 Mar/31/99
Assets Liabilities and
Stockholders’ Equity
Current assets 51,526 41.541 Current Portion of
Plant, Property and Long-Term Debt 13,264 12.811
Equipment, Net 111,066 115,340 Other Current Liabilities 27,793 14,134
Inventories 4,087 1,744 Long-Term Debt 25110 19,685
Licenses 2,121 2,236 Labor Obligations 5472 7,960
Other Assets 14,720 2,565 Deffered Credits 889 990
Intangible Asset 8,307 8,988
Total Liabilities 72,528 55,580
Stockhoiders’ Equity 119.299 116,834
Total Liabilities and
Total Assets 191.827 172,414 Stockholders’ Equity 191,827 172,414




Proforma
Statements of Income

(mulians of Mexican pesos with purchasing power at March 31, 2000)

First Quartercr
Mar/31/00 Marf31/99 Percent
Local Local Change
Operating income:
Access, Rent. Measured
Service and Others 12,316 11,818 42
Domestic Long Distance
International Lang Distance
LADA Intercannection 2,126 1,767 203
Interconnection with LD Operators 551 KLY 61.6
Interconnection with Cellular Companies 518 130 298.5
By-Pass Pravision
Total 15,511 14,056 10.4
OperatingaCosts and Expenses:
Cost of Sales and Services 3,182 2,887 10.2
Commercial, Administrative
and General 2,824 2,221 21.1
Depreciation and Amortization 3.635 3518 33
Local Network Interconnection
Total 9,641 8,626 11.8
Operating income 5.870 5430 8.1
First Quarter
Mar/31/00 Mar/31/39 Percent
LD LD Change
Operating Income:
Access, Rent, Measured
Service and Others
Domestic Long Distance 4,070 4119 1.2)
International Long Distance 2094 2,013 40
LADA Interconnection
Interconnection with LD Operators
Interconnection with Celiular Companies
By-Pass Pravision 547 594 {1.9)
Total 5711 6,726 {0.2)
Operating Costs and Expenses:
Cast of Sales and Services 454 505 (10.1)
Commercral, Administrative
and General 1,083 1,176 {1.1)
Depreciation and Amortization 579 560 3.4
Local Network Interconnection 2,023 1,687 19.9
Totai 4,149 3,928 5.6
2,562 2,798 (8.4)

Operating income

Notes
1) Locat revenues for monthly rent. measwred service, nstakation charges. equipment sales and

nterconnection
2) tong Distance. revenues for bask sesvces of domestic and mtemational fong distance. 1t does ot

nciide rural, pudlic 2nd dat2 ransmsson services

3) Tarrffs nchude the coesponding imputations for mierconnect:2n, b nq. cotiectng, leased ports,
colocaton and leased iines.
4) Seutlement revenues are recognaed according (o the negotaled razes for each pened

f
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Highiights

+ 10,878,155 Access Lines
» 5,271,957 Cellular Customers
« 402,754 Internet Access Accounts

iocal Service
At December 31, there were 10,878,155 access lines in sefvice,

reflecting an annual increase of 9.6%. In 1999, 951,276 lines were
added, 41.3% higher than in 1998.

Lines in Service {millions)
% Annual Growth

1.0 10.0%
105 9.0%
8.0%
100
10%
95 £.0%
5.0%

9.0

Long Distance Service

International long distance minutes billed for the year rose to 4,192
million, 27.6% higher than the previous year. During the quarter,
international long distance minutes billed were 1,228 million, 61.4%
higher than the same period of 1998.

ILD Minutes (mnillions)
OLD Minutes {mullions)

5,000 —
4,000
1o - Hned [y
2.000
1.000

0

M99 199 S99 099
| ) - §i]

Domestic long distance minutes billed for 1999 increased 14.8%
compared with 1998, reaching 10,419 million minutes. Domestic
long distance minutes billed for the fourth quarter were 2,725
million, 11.4% higher than the same period of 1998.

Ceflulzr Telephony

At December 31, 1999 the number of cellular customers was
5,271,951, reflecting an annual increase of 149.5%. In 1999,
3,158,495 new customers were added, an increase of 215.5%
compared with 1998,

This growth is partly due to not canceling cellular services.
accelerated penetration in rural areas and keeping prices in nominal
terms. Al this causes lower minutes and revenues per subscriber.

In the fourth quarter, TELCEL registered revenues of 4,043 million
pesas, 38.6% higher than the same period of 1998. Operating costs
and expenses increased 58.8% in the fourth quarter. As a resuft.
operating income was 878 million pesos, 5% lower than the fourth
quarter of 1998. The aperating margin for the quarter was 21.7%
compared with 31.7 % in the fourth quarter of 1998.

Cellular Customers {thousands)
% Annual Grawth
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Internat

During the fourth quarter, Internet added 92,924 access accounts, an
annual increase of 175.1%, reaching 402,754 accounts in service. of
which 30% are from Prodigy Internet Plus "PIP™ packages.

At December 31, 1999, Prodigy Internet served 117 cities in the

country.



Internet Access Accounts
% Annual Growth
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Year 2000

As planned. TELMEX's network worked perfectly before and during
the year 2000 transition. The investment made for this transition was
approximately $33 million dollars.

Consciicated Financial Resulis

In the fourth quarter, international long distance revenues were
2.574 million pesos. 191.8% higher than the same period of 1998.
These revenues increased due to higher international traffic. In
addition, because of payments received from international
settlements corresponding to 1998 of 1.25 billion pesos.
International long distance revenues for full-year 1999 were 11,538
million pesos, 18.9% higher than in 1998.

Domestic long distance revenues for the fourth quarter were 5,286
million pesos, an increase of 7.0% compared with the same period
of 1998. In 1999, domestic long distance revenues were 20,492
million pesos, an increase of 5.4% over a year ago.

Local service revenues for the quarter were 10,675 miflion pesos,
1.6% lower than the same period of 1998. Local service revenues for
the year totaled 42,283 million pesos. 3.3% lower than in 1998,

Totat operating costs and expenses for the quarter rose to 16,295
million pesos, 17.1% higher than in 1998. As in prior quarters, costs
increased due to the purchase of cellular handsets, telephone cards
and costs related to Calling Party Pays. Operating costs and expenses
for the year were 60,077 million pesos, an increase of 10.3%
compared with 1998.

The operating margin for the quarter was 38.0%, compared with
36.3% obtained in the same period of 1998.

Net income for the quarter was 7,995 million pesos, an increase of
48.4% compared with the fourth quarter of 1988. Net income for
the year was 25,128 million pesos, 36.4% higher than in 1968.

Financial Structure
The debt/capitalization ratio at December 31, 1999, was 21.3%.
2-for-1 Stock Split

In the Special Shareholders’ meeting held on December 6, 1999, a 2-
for-1 spiit was approved on Series "AA", "A" and "L" shares. For
halders of American Depository Shares, the effective date will be

February 7, 2000.
Expansion

During the fourth quarter, TELMEX continued with the strategy to
grow intemationally and in the Internet business.

With the objective of creating an Internet portal for Spanish-speaking
users, TELMEX and Microsoft signed a co-investment agreement in

October.

On December 20, TELMEX announced its participation of 25% in
Algar Telecom Leste’s (ATL) capital stock. a Brazilian wireless company
that provides service to Rio de Janeiro and Espirito Santo states. This
operation was approved January 11, 2000 by the Brazilian
authorities.

Also on December 20, TELMEX anncunced its participation of 5% in
Patagon.com Internatanal, LTD's captal stock., a company that
provides financial and brokerage services in Latin America, based in

Argentina.



KEY RATIOS AND STATISTICS

Twelve Months Ended  Percent

Three Months Ended Percent
Dec/31/99  Dec/31/98  Change

Dec/31/98  Dec/31/98  Change
Financial Ratios (%)
Consolidated Operating Margin
Consolidated EBITDA Margin

Wireless Operating Margin
Wireless EBITDA Margin

Operating Statistics {Thousands}
Access Lines Added
Access Lines in Service
Cellular Subscribers Added
Total Cellular Subscribers
LD Billed Minutes {Millions)

Domestic
International

Shares OQutstanding {Millions)

CONSOLIDATED BALANCE SHEETS

(Millions of Mexican pesos with purchasing power at December 31, 1999)

Dec/31/99 Decf31/¢3 Dec/31/99 Dec/31/98
Assets o Liabilities and
Stockholders’ Equity
Current assets 48,723 Current Portion of
Plant, Property and Long-Term Debt
Equipment, Net 108,874 Other Curment Liabilities
Inventories 3,948 Long-Term Debt
Licenses 2,091 Labor Obligations
Other Assets 6,826 Deffered Credits
Intangible Asset 8,164
! Total Liabiiities 56241
Stockholders’ Equity 122435 [ERIEN
‘ Total Liabilities and .
Total Assets 178,676 172.830 Stockholders’ Equity 178,676 172,830




PROFORMA STATEMENTS OF INCOME.

(Millions of Mexican pesos with purchasing power at December 31, 1999}

Fourth Quarter

Dec/31/9%  Dec/31/98  Percent Dec/31/99 Dec/31/98  Percent
Local Locai Change LD LD Change

Operating Revenues:
Access, Rent, Measured
Service and Others 12,705
Domestic Long Distance
International Long Distance
Interconnection with Operators;
Long Distance
Celiular
By-Pass Provision
Total

Operating Costs and Expenses:
Cost of Sales and Services
Commercial, Administrative

and General
Depreciation and Amoartization
Local Network Interconnection
Total

Operating Income

Twelve Months Ended

Dec/31/99 Percent Dec/31/99  Dec/31/98
Local Change Lo LD

Operating Revenues:
Access, Rent, Measured S
Service and Others 48,085 (0.2)

Domestic Lang Distance
International Lang Distance

Interconnection with Operators:
Long Distance 9,133. [} (32.2)
Cellular 1,125 NG 166.0.
By-Pass Provision ) el
Total 38 I  (60)
Operating Costs and Expenses: S
Cast cf Sales and Services 12,480 51
Commercial, Administrative .
and General 10,521
Depreciation and Amertization 12,208.
Local Netwark Interconnection .
Total 35201
Operating income rAnly
NOTES: 3) Tariffs nchude the comesponding imputations for mterconnection. biling, cotiectng. keased povts.
1) locai revenues for monthly rent, measured service. ntaliation charges. dignal servces and nterconnectan £0-location and leased lines
2) lang Distance revenues for basic serves of domeste and wnternationa long distance 1t does not inciude nal, 4) Seltiement tevenues are recogned according ta the negotiated rates for each penod.
§) An estmated prowson s nchuded to fecognize the effect of by pass.

public and data transmission services.

10 o
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Highlights

Letter to Qur Shareholders

Operating Resuits

Comments on the Operating Resuits

and the Financial Position

Consolidated Financial Statements

Proposal to the Meeting

Significant Resuits of Accounting

Separation of Local and Long-Distance

Telephone Services

Board of Directors

Directory
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Highlights

{Figures m millions of pesos, unless otherweeadtz:aa. with purchasing power as of December 31, 1999)

Financiai Resuits 1998 1998 1997 1996 1995

87,880 80,898 81.759 82.182

Totat Revenues
Cost of Sales and Services 19,247 18,907 18.634 24.346
Commercial, Administrative and

General Expenses 17,588 17.221 17.861 14,035
Depreciation and Amortization 17,635 16,753 19,926 14,823
Total Costs and Expenses 54,490 52,881 56.441 53.204
Qperating income 33,390 28,017 25,318 28,978
EBITDA 51,045 44,770 45,244 43,801
Net income 18,421 17,120 17,884 18.322
Total Assets 172830 170,261 172176 200.086
Total Debt 33,754 34,292 20,591 32.428
Stockholders’ Equity 118,944 117,544 137,539 155.578

Total Debt / Capitalization (%) 2.1 26 13.0 1.2

Statistics
Fixed Lines (1) 9927 9.254 8.826 8.801
Wireless Lines (1) 2113 1,112 657 399
Internet Access Accounts (1) 146 34 . -
Equivalent Lines for

Data Transmission (1) n 224 93 74
Total Services 12,557 10,624 9,576 9,274

9,077 8.232 1.867 7.294

Domestic L.D. Minutes (2)
3,286 3,768 1538 3.055

International L.D. Minutes (2} (3)

Data per Share (pesos) (4)
Average Eamings of the Year 117 1.02 0.98 09
Book Value 1.710 1.24 1.75 8.06
Nominal Market Value

at Year-End (TELMEX L) 12.20 11.38 6.49 6.18
Nominal Dividend Paid 0.350 0.263 0175 0.150
Qutstanding Shares at the End

of each Year (2} 15,449 16,236 11,749 19,308
T Ty
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locags teecommuncaions envionment cha-acienreg by a
SS7VR G174 g S0A1 leleco TTuncel o0 -na.xslry 5 acceleraing the
evol2on ¢! TEEMEX 17): Degoan wiih our pr vainzanen 10 rears ago

fre ndsiry 5 changag so st thal the chaiienges and ihe
CPPOTF 1aed they reDeesent are & en G EdIer 1PN we IM2gined them,
Te ccommuncaions » e Oevelcping "op dy h open and competidive
arrels for TIUMEX 1o uegeed in Ins ensonmen anafor usto help
VILERIIC M2 2o ths new O.gtal ofa o is Cyscial 1o doveiop on
Filtasieaci e win Ine ven teconcas quélly and price conailons A
key comporent of TEIMEXS sirwcegy contrees 10 focus on that
WCLOTIL oy infrastru st

A trief review of what TELMEX nas accompiished unce January 1991,
WHE 1 INe COT P2~y vaas praatized provides aaatonal pevspecve on
the 1aDK pace of tnange i Ine Telecommunications industry When
FUMEX pegan s tare-tion 1o & compelilve lelccommancationg
company the Most imponant chailenges seemed (o be mocer nng
81 £Xb1i0g $53eEM AN EXPANANG servke 0rss the Mexican Market,
Mare speciically we needed 10 updete the AN210g srrtching centers
b3 s for more than 60 yeary fut requests for $orvice move Quickly sa
That we pumunated what 1n somie <ases had become 4 2 yeu waling
Perod reuid the wternm infrastruciuie gnd broacen geographic
COri 208 10 18rv8 Nk ComMuNi.e5 wih more tnan 500 inhabtants.
470 aeveiop efficient pubic telephony Looking somewnat further into
the future we ako accepled the cholinges of deveioping wieless
lelephony optimiing the networks archrectune, agetuing local ang
10ng dstance ceners sebalenting torits 10 elminate ot subsides
470 dudding 8 wide fiber opIic net#ork vath nearty 31 thousand
mugs incding redundancy thet tould cover the whols counry.
$nciuocd in our thaking wort plans o nstal an sdianced network in
hign raffic aress to handie cata ana (o prepare for globadzation,
staiting win providng telecommuncations. access 10 most of th
Muaican populauon {by tnc cnd of 2000 4 il serve more than 985

Shaorehoiders

, Percent of Menco's popuianon) In short, the Losk was 1o Usndorm
Ihe company lrom & government monopoly with an obsolete ang
nsufficent infrastructure 10 8 pivale competitive compeny We knew
that we had 10 be ready for compettion in all areas even though by

8qreement the operwng of the long distance market was deferred fog
6 years

The actvevemants of the past 10 yeNs demonsirate how appropriste
Tht assessment vaas Hore ave only o few of the occomplshments. We
Incieased (etedensity 1o 28 2 percerd of our domastic market fromg 1
peccent Avaiabikty of fued and wireless hnes per home rose from
329 pucent 10 127 3 porcent Annual per capia lokephone use hag
Intreased 10 930 fom 339 minutes for local semvce. 10 145 1 from
538 mnutes for domesiic long asiance and 10 693 from 159
mindes for inlernational ong drstance Access Lo telephong service
hes comlmuea to expand ang » Mejor commrnbtor 10 thess
scrasvements i FELMIX s abdty 10 Contvwe (0 Gevie new services
WhHCh 16cogrze the neets of indwdual markel segments An emly
Fxampl inrodueed w1 1991, 5 Ponga su Lincs a Trabajer* (Put your
kne to wort) which invohes publc phones opesated by smal
Butiesses Four yesrs ago wa introduced prapad sanvices Ou mog
fecent servica innovation i the concept of shired phones, whkh allow
customen in muki-famly dvsiings Lo Lse canusky located phones for
both incomung and cuigaang ey

mmmmwmnmummm
In Wi contributes 1o the sound finsnaal foundation that 15 essantial
for cantinued progress. For esample. s our fred oa servce aren we
mmhpedoprmmuomuloupemm'
Mymmummuumnm'dwpq“bﬂ The
hxcmduwwummmmmmmmmw
moﬂkmww.mnmubwmwxmmhum
wilh them Eventually when thex economa condition alows them Lo
Py ther Dulls, we reestabish Lewphone scrvce: for them

The r3pid chonges taking shape in our maustry in the fiest yeers afier
TELMEX became 8 private tompany encouraged us to go beyond our
utial 8ssumphans about the scope of our chilienges and established
8 three-yewr plan Wa recognized that telecommunications fepresent
the nervous system of the new chgital enwironment, in which techrical
development ocours &t kghtrung speed, accelerating and intensifying
the interaction of varlous economic and socal trends

Awlmummmmmmmmmdupgmm
schiove ond meintaln a stete-of-the-art talecommunications
inffastrucure We atso accepied the respanmubiky of contributing to
the: accokrated diffuson of the digital cuiture kn our country and 1n
Latin America

To sccomplish this, TELMEX uhrgapmmumwmm
Leachers, providing equipment and expanding an education network
that inchudes pubkc kbraries In rurad areas,

Tomswnmmmmmmemwdmhmnlmmn
on ogreament with MITs Medio Leb 10 iwestigote new woys and
Wqulpment to accalerate the diffusion of the digial cuture.

Ahn.unuuﬂhgmmmnmwmmmlmm for
Intormet sccess thvough masns kke Wab TV, mobiie phanes snd Web
phone TELMEX recogrizes thot the internet wil play a significant role
In global aconomic deveiopment. and wy wre commiiad to meking
5o tht the Mexican population has compules equipmant Lo accass
this critcel communications 1ool.

TELMEXY intarnationalization, though recent, hes been intense. Our
initial efforts havo focused on Latin America snd tho Hispanic markot
In the Unlted States Wa have operations In Puena Rico and are
incieasing ow presance in Brazll, Ecuador and Gualemals
Addtionally. along with Microsoft, we have begun development of

the “Timsn" porta! for Latin America & will ktroduce 8 new content
concep! by ixchding a growing number of general and local content
developers 10 ennch s eaitonal offering. Through ths portat. Spanish
speaking users will be eble to take edvantage of online spplications,
information services, advanced search options and online shopping

The same kind of efforts we have described a5 applying 10 ous markets
in Mexico aie central to our objuctives for markels thioughaut Latin
Amencg

Telecommunications s a changing, challenging Industry If anything,
commumcelions and the use of ticcommurications neiworks will
fominue 1o escalsle People will atways communicate among
themselves, their family. friends and members of their local
communities. ncreasingly. telecommunications takes pacple ito the
global community. following the paths of commerce and personal
wntetests The challenge for TELMEX is to #CCOMpany OUX customers gs
they reach across boundaes We are committed o the cordinued
development of value added telecommunications products and
services Lhet I thelr neods

Ehowhers In this report you will read sbous TELMEXS operating and
financial results. They are the resuilt of the efforts gnd dedication uf al
TELMEX empioyeds Thak talen. axparisnce, vision and commitmunt
CONVI0R 1A 0 Bingle purposs thik of cirying ot the companyy
$irategy, which in Lurn sllows us Lo look ot the future with canfidence

Carlos Sllm Hold
Chalrman of the Boand

Jabme Chiss Perda
Chisf Executive Officer




TELMEX helps make phone sevice o daily part of the personal and

business life of our customers by offeting products and services that
atisfy thelr expactations,

To idenify and sliminate the bartlers that koep people from having
BCcess to telecommunications, has been TELMEX s bushess pottern,
Making talecommunications services more accessibla 1o ol poputotion
Segmants s an kmportant contriblor to TELMEXS growth,

Al the end of 1959, TELMEX hed 10,876,155
Locel Servics fixed Ines In service During the year, 1,425,345
instaMations anc 474,070 cisconncetions oceurrod
for 8 nel Increasa of 951.276 fines, o 96 percent The total numbet
of valuo adtedd smwces (n offect, such oy ca wattay, thieo way

valing. ca torworrding andd caller 1), wes 2,070,133, or 65.4 percant
hignat then in 1968,

Several chariges were made m focal seivice dining 1899, In Februmy,
the process of updating local call dialtng began in hey. focsl service
treas were consolidated inclucting testructuring severol existing
swiching centers to make the Infiastsucture mora efficient,

Another major change during 1999 wes the introduction of
competition In tocal telephony Once agam. TELMEX completed the
preparations on time and in ine with the requiements requbiitors
esloblished for the process, just as was the cass vihen the Menicon
telecoimmunications market was opened 1o long  distance
tompetition.

W 1999, intesnational fong drstance traific rose
Long Distance t0 4.192 milkon minutes reflccting an mercase
of 216 peicest oves the previous yeor g
wrervath iend fon this sevvica is nngately affocted by the ilgal transt

i { ‘ [ I” N |[ ty

of traffic keown os. *by-pass,” wheseby competltors fad ta foliow the

tules regarding the agreed-upon ol TELMEX s to play in transmetting
long distance cals.

In the first haf of 1999, TELMEX resched sn sgreement on settiement
fates with the North American long distonce Operators which hove
sntered the competitve Mexican market Thy dgesrent sat 3
ssttlement rate for 1698 of US $0.37 per mnute Addtonally, the
settiement raie agreed to for the first holl of 1999 was US $0.31 per

minute ang for the sacond heXl of 1999 end the year 2000, US 50.19
per minute

Domesitc long distance tralfic smounted 1o 10,419 mifllon minutes,
an annual growth 1ate of 148 percent n 1999 The nciemental irafle
rosutiod from the record mumber of nes In setnte 8 higher volume
of calls and npact of “by-pass.” which sfactivaly shifts cartan cally
from international to domestic long distance

I sccordarice with the program to roduce competdion to Mexicos
fong distance merket, 50 more chies veve sdded in 1999, brnging the
total 1o 150 citles. In these cities, Comnpetition accounts for 83 percart
of TELMEX fixad hres and spproximatety 90 percent of long distance
minutes Market research conducted by NCS. an independent
tompany that verifies changes in long distance providers, showed that
85 percert of customers in the thies covered by competition haye
selected o long distaon provider and heve Initisted swilches among
Pproviders 13.973.045 times In the 19971999 period.

As part of the strategy to raise Mewcos
Public Telephony  telephione service 1o world class lesels
TELMEX introduced  “Ladafon  Shared
Phone“in 1999 This service s composed by flxed or wreless
taiephony supportod by the Inebgert Neiwork and s Installed In

mu-gaed ng un s to oceept “Xorring ca'n o8 sl oy Qngorig catts
e secnce 5 based on 3 prepant rogam. snd thoe are no
nSLRaton Charges o monthly fues for users

In 1999, the number of shared phones nialled rose to 470,859 of
which 168.592 wes v shared leiephones and 302.267 wece

WAIeY In adukion Le eutending tyeprong secars his intutdes hy
rade Xt potsibie to update publie serwce PavOusly proviced theeugn
0me residentisl phones
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TE'ER nas 2onimied 1o upgrace tne LD teeprory newwork By
e i73 007353 55 perert of the relmirk W 251 180 putic
F7-res haa Leen eg inped win trp feehr3ogy Lunag 1959
1o MEX 3o 209 100 158 1oy sarg P adADAIEL curts wrcn
SLHUIT2 8200 %2 10 ke Cans 00 the pubk prores That Lotal was
ST pean fo e 177 11 1653 $ang inedaior ol Ire prograT s
axed

15 forthe brcacen Zommuncations oppotunities n Mewco and
€1737Ce 1re compeimve envrosment JELMEX proviaed the
P essary support for the operatiuns of se seral compankes that uifer
F-Lxc teeshony sevcrs 13 Decernbes 1999 (ruse Lompanes had
12056 £ prones n operaton

150 TUMIXirgessed puble telephany coverage in ine most remote
T urkes of the Loantry with pograms 1k2  Porga su Linea a
Weoa s [Pt your 4ne 1o wors| shareg leleprony and an expanded
FAx o tekphory slaiform Duning 1999 tie rumber of ruapl
F-L€ grones ncreesed 16 percent 1o 76 121 Inciuaing ail these
FI25uMs 1he (I3l romoer of pDkz Lelepaones » operation dunng
"5399 was B54 4T o 94 prgrey pet ore thowsand inhoditants

Among ine sennces win especialy hgn
growth potential for TELMEX & wieless
lelephony which 6 oelvered Ikcough
TECEL As 2 resull expansion and mooornaabion of TEICELs
hfrastructure o 8 high prorty i TELMEXS Sralege planning witn
F210uar emphass on IMProVIng Customed service

Wirsless Tslephony

At U end of Decamber 1999 TELCEL served § 271 957 WosTbers,
87 :ncieass in the cistomer base of 143 S pargent compared with the
prevous poxr TELCELS maket share aho increased 1o 68 percent of
Mexko) ceddar customets compared with b4 percent n 1998
During 1999 3 513 mulon munutes of av wme wiva bréed. an annuat
inuease of 959 percent | May 1599, “Caling Pacty Paps” was
introducea Along with the mxrease in nBlional Coverage 4 was a
ma,cr factor n TELCELS growth

182
"2
ny

"

TELCEL s revenues were 13 035 bikion pesos In 1999, for » year-over-
year increase of 47 6 percer TELCEL represented 13.5 pescent of
TELMEX s to1al rovenues for the year. s opcrating income increascd

10 2814 bikon pesos, 456 percent higher than in 1898 The
Operaning margn was 216 pevcent

At the end of 1099, TELCEL reachad o densky of 57.8 cefiular
telephones per ong thousand inhabitants and its coversge extended
to 87.25 commuries That vansisies 1o 834 parcent of the
Countrys population having access 1o wireless phone service

Over tima. TEUMEX has mansformed
internet and nself from a company concentrating on
Data Transmission volce transmussion services to ons

poviding  multimedia  oplions  in
addivon, TELMEX hes camed out en Interner suategy extending as
¢apability o satisly the g J dsmands of access and content

KMXoﬂmhummMnmm.mnmmum
end of 1999, achvewng sn sanual growth rate of 175.1 percent with
256,374 new usess added duiing the year,

In June 1569, the "Prodigy intarnet Pis” pockage was launchad This
package gives usiomers uniumked access to the Internet fof 2 years,
8 personal Web page, an o-mall account and a mutinedin-cquipped
personal computer During 1899, tustomers bought 106,047 Prodigy
Plus packages. In other words, 42§ percont of Al new customers
thosa this option,

Mhmh.lhwmmddthumm:mm
During 1999, 42 chies ware added Lo the niing 75 cities whth
Coverage. biinging the total to 117 chies and fepiesenting an incrense
of 56 0 percent compared with ths citles covered i 1998.

In lm.mvmmwms.cpumd
TELMEXs totsl . Compored with 1998, Increased

212 perent to 5.411 billon pesos, and equvalent nes for dat
transmission grew 36 8 percent, teaching 505 921 In service at year
end

Taking another step to contribute actively In Lhe development of |
digital cuiture. TEEMEX signed an agreement with the Medic
Laboratory of the Massachusetls Institute of Technology MIT) to carry
Ut fesearch and develop technology, to establish 8 testing laborator
focused on projects with apphcations for Mexico and | atin Amarica,
(TELMEX 1 b); 10 have access to all the Information on procts baing
Carried out et MTs Media Labs, and to irain researchers anc
technology develapess o serve Mexico and Latin America

20 120 pren NN

" " " " we

Faod 1inoy 40 [} ] 9284 #921 1081
Wireless Liney e 657 1.2 21m Em
Internel Access Accounts . . n L1 m
Equmient Lines for

Data Fansmhsion " 7] 24 m 507
his L A1 WAM 1w N

As planned, TELMEX s network and ail its components
YK worked normally before, dunng and after the technology

transition 1o the year 2000. This refiected the dadicated
work that TELMEX Year 2000 yroup (TAZK) carmied out since 10687 to
Quorantes the comthwity of customer servica Ihtoughout the country
TELMIXS wvestinunt b1 wie procins was clnse to 33 milflon dollas




Lontinne

Bervieen prvatization in 1990 ang yeai-end 1993 TELMEX wwesteg
8ot 18 bion codary COMaugating 43 telecommunicaliong
hasiattae That invesment recognuzes tnot the inliastiucture i
W Lt F0m Wi 0w wive ot Customets ang otlr 4hom wurlg-
Lass o dts aind sex s Mg SUAlLGY 1o Mmata D netivork al
It mgned quoily kves giso reognuzes (hot corporale and
fe308nkal Customers seex more than Just 8 proviaer Tney also look
for 3 telecommuincatiom panne wmieh cammynicetey affecuvery

WA INZM 3% Sppons LNt amang INCMSENGS and with The
wlrg

TEMEX Pas corsunlry nasied in a5 ninsindture and systoms. a5
wel B 0 reang 2w UevEI3ping persarned 1o transform [nat
FLIOIT nto poducts ana services nat satisfy the averss
i IO ANy Needs of ks cusiomers, Ag Afesull detween 1990
A%C peven3 1639 MEMEX uigitizen & 1ocal ang long distance
Petwoks 10 62 6 percant and 100 percent DAty

In sadton N Intediger A Pimtlorm nes been porstea to
WA Va8 280 wwces such as 800 2na 900 $EVICEy phong

tarh {leCad aa 1ADAfDN) Codgu LADA ane Piecasa among
cinery

At » e of (he quality sd o P bty of TELMEXY processas sng
infrastracture, tng COMpany hay receved vanous Quaidy cenuficotes
from the Mexcan institute of Noimahzation eng Cendicoron, A C I
1897 1nat recognaion vias gven 1o the Matoral Superveion Centar
el ine 10g D.stance Netvork 1} 150 9002 1 1998 10 the lntelgens
Nenvoer ang 1ng Signaing System for Common Channelho 7in 150
S01 4ng 10 the Manageme:k of Desiopment of Ihe World ang
Imioenatonal Network 0 50 8002 ang Ia 1999 10 I1ne Tclecorp
Cuporate Marxed Attention Center ang ing Area of Operation ang
Martenance of the tong Distance Nefwork in B0 9002 1£IMEX

dlrays ahoead .,

Moderntz

ation

conti to emphasize ,lhualmhmmsmn
0peations aruh serva cuniomens

Even o3 dats 1rsmmission becomes an
Voice Solutions nCbagy mipataik pat of e srvices

TEIMEX prowaes. the FOMpay continues lo
UpFoce volce Usngmeason s wel The Viual Prvote Network
(VONET) oHers sbiravisied oang competites Ty ang raflg
management funclons a5 wed 85 ReD S, 8 gl Actwork of
Integrated voice, anta 3ng wieo sandces aighal Uunks end Nigh-
capacity uaffic access in yenichboarg niercommuncation

Data umnsmisions commerciay Sirategy
Data Solutions has focused on fecikating the magyation of

Private neivoeks 1o virtual nenvorks She
mvwagrmmemammlmmunmmmm
functions snd servcay 10 9mvan0p 100l solutions that ntagrate access,
$rvics and squipment. and (0 Geveilop Mults service products wih
TELMEXY Universas Networs Among the main products are LADA
Enloces QADA Links fiom 98 Kbps 10 34 Mbgsy). frame Roiny, P,
dedicaled ang swilched Corparale knternet and extenced Poit, a5 woll
5 GALD transport services thiough UniNet the d2ta nctwork with the

best coveroge and relisbidy in the counry
To heip corporats cumomeny Intograte
Service lntegration teiecommunications  products ang
achieve the best network sokxions for

thes own businetses, TELMEX offers several 0ptions (o heip cusiomeny
€noos the best produc The uading sarvice bn ths regard s Siena, »
Gvnmonkncunmlngmwlymmnl Second & redundancy sng
dversity SCCurky soltiors ang fecovery capatuiicy. (0 protext volca
and data e n crawcal appikations Thig ks maniensance contacty,
1o offer preventve and cormeciiag attention for customess’ equipment

TELMEXS universal network fepresenis the
Universal Network essenuias technologleal platform to provide

the Mexican merket with the new
mumdmmmhﬁmmmmmm [3
Inlegrates voke, data, videg and Internat services that TELMEX
Provdes and offers its customars the fecessary capacky to develop
Rev spplicatlons to meet tha demands of the commercial
Uvionmont s customer sorvice,

Irnmm::dﬁm:x‘:ukummummh
ppication of leading-sdge technology for data tranembision to the
national fiber optic network, 1o integrate the targent diversky of fied
o wuelss access meary and multiplg broadband options. This
mmmhmpammermmmdcmmnmmwmm
offers hugh capacky to support il types of opplications  Likgwisa, it
guatsnices ieadiness, quality and security of operations,

The echrological institute of Telefonos de
Humen Resourcss  Manico, ONTTELMEX) was created In 1991
10 make Sue that the leaming curve of
TELMEXY omployses keeps poca with technological modernizpiion.
INTIEAMEX satabiished a broad tralnlng curvicuium 19 provide pasic
telecommunicolions knowiedge. aid technology tronsfer and deveiop

commirclal ond sales shilties to support the Companyy competkive
process

From 1991 to 1999, mnmaumm.mmmn the
equivalent of two cowes par emplayes par you, sach avruging nine
days of irslning. Tiws kvol Is competiivg Intornational sandards.
Duing 1668 alone INTTELMEX offereg 15.052 courses. or thw
equivalent of 106,151 course hours whan the number of participating
employees is factored into the messurement,

mmmuu»mmmmwmmnm
mpioyeas’ BvinaQe aducation level of 8 years in 1990 has incraasad
to 14 in 1999, equivalent ta the most competitiva internationsl
companles
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1HLMEXs interntiungs Ewpenson intersded n 1998 ofren
KLU shed INAGN SIDIEYC of arces wiin 19C3l patiners o poister
<1 107G term: €3 et wes 1 tre case of e internet TELMEX nas
{O0uS€0 1S Dsress pan o1 two ‘Nlkwes access trougn Frodgy
Conmanicaticng Cotporanon {Procgy) and conten, througn
asiocslion wah  Microsofy Corporation Mciosolt) i (he
development of a portal fur the Hispanc marney

In February 1999 Procigy camed out & pubic stock
Prodigy offering I conyunction with that offer. TELMEX
4Gurea 2 mdion snares of commaon stock

In Noverbe mmmnﬁm:wsmwnnhmm
Foader 1 the Unded States Proagy and SBC Communcationg
Eslaidsned an ad ance focused on meeling the needs of the mass
fMarkel ang smail bsinesses wheh vill Coninbute to postioning
Prcagy &4 ong of a iesaing US provaer of DS Oigiy Sutnerives
Lner Tne project tontinues through the fust haif of 2000

Al the #na of 1999, Mooy had 1.115.933 customars i the Uniteg
States represennng growth of 519 percen compared with yeod ang

1999 38 7 pescent shead of g Previow yeat

Another ndisivg way CaTied ot in Dctoder of 1999,
Moot wnen TILMEX $0ned ¥ o vestment agreement with

anlomcpualcmum-m
knguage portal Timsn Tne obyectte 15 L0 reach ak Spanah speakung
mmnmmwwomwmmmumuu
antent The plaiform of ths Potal includes a broad portioio of
Bppiicalions Lo envich ugars’ experency

I waeiess telephony  TELMEXY Imesnstionsl
Topp Telecom Oevelopment began vain Topp Jelecom, Inc.
{Topp) witn headquanters n Miami Fiorda,

loward

Dnvnlopmnnt

, Thougn ¢s tuand name Vactoese. Topp offers nationar €ovoroge i ihe
Unded Slates wan » unversal numpes Prepaa syntem and immeulele
actvalion of the senvice

in lm,wwummstsmmm
234134 &t yowr grg hlmwmpmoomummmudwl
Percent Lo just over 81 mudon dotlars

n e TEMEX &quked Comm South
Comm South Companues. Inc. {Comm Soum) Wih heauquarters

an Dolas Tewas K offers Prepaid fixed welephony 10

Tesdonial Customess in the Ured Siaics,

Al Decernber 1539, hcmw-,wm.manamm
annual grovah rate of 18 6 percent Sales in 1999 werg Bpproximately
108 mudon dotars, 330 parcent mgher than in 1958

With $8C Communications, TELMEX
MM scquved Ceubr Communccations
of Puerta Rig of Pusito Ricp. ing (CCPRY 1n

Cciober  Thig compgany  olfers
wmmwuqmmhm&nmu‘
Vugn klangs umm«mu-c.mmum

CCPR had lll.«smummlhmd 1098, 315
Percent hgher tnon a year savier Revenues incrysseq 122 percent
nun'cprapuwlppmumdyzuzmummm

& leta 1099, THMEX 4 $3C snounced
ATL-ASgHr Tolsaom that they planned 1 scoue B0 paccant of
Leste P Matian coliar company ATL-Aig
Teucom Lesie. SA. (ATL). & provides
$mces i R laneso and Ry of Espito Sano, lrazd The ensaction
2000

In one year of operstions Al had spprovmatety 930 thousand
Customers and generaled reverkes of abou 243 mulfion doltars,

Oning 1999, TELMEX played 2 signiicant
Riecomunicaciones 1ol N heiping expand locul and long
de Guatemala distonce service provided  py
Telecomunicacionss de Guatemala, SA.
(leigus). A work pian P& o practice during the yew occelerated
modernizaton of the infrastiucture and wercased the pation's

teledensity Thy 1989 Investment to meel these Qoals was 166 million
dallarg

rmmmmmhnnnmmmnww o
continue the improvement. tha planned vestmen for 2000-2001 k5
dpprodimately 350 mikon dolers. The stintegic plan for that pesiod
!onncsonbrwdcxmay:. mmlonnhlugcmmbaormll
Communities 10 tha network and mora avallabikty of voice and data
Services in the country,

lechniology Likewise, pubkc telephony with chip technology was
Inroduced with widaly occlaimed hcony,

By Decomber 1999, mmm.mmulmhm
mmmmhafl.zumhthammnn Total rovarues
wixe 246 mition doliars, 8 3 percent Nigher than in 1998 The wirsiess
subsilary in only six months of Operation signed up 92,495
cusstomens,

’ TELMEX and Wikams
Wiktisme Communisstions mmwamum
Group N May 1999 10 sohance thar

Eapacity 1o offwr Internations)
mmwnnnmm.ummm

unlquephﬂumdmmmhmmpoammn.
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1998 /e V48194 miton of when 42261 mbon view Seey *AA*

shares 369 ) makon Setws “A” snares ang 10 254 0 manon Saries L°
sharey

Callular Talaphon
At the eag ol | ol customans Intaied 5 271 §52, 149§ parcont

ThiOer INA A yeat a0 BiRled minudes 18 xched 3 513 milion, an infrease ot
, 96 0 percerd comp irea anin 1988

Ruvwrims wete 47 6 putcunl hugher insa n 1998 Lotwkng 11035 bukon
304 T tpavah in iwenues intiected the mcimase i the numbw of catular
fustomers wiiduction of “CAMNG Parly pays * a revred Cancetlation policy
ECCeleated penetration i i areas ang prices mal nave remained ytable i
nomndl ferms
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Opinion

of the Statutory Auditor

T e Stocahoioers of
fe 2l2~25 ge Menco S 2e (-

1" Ty Capa¢ 1y a8 satLiory Budice ana in complance with Artcle 168 of 1ne Mex
S ceCV lam phasea 1o submi My repon 64 the corsoldated hnanc.al siat
Ly 1w Boad of Crectors

s Corparstions At ong the bytovss of Teietonos de Méarco,
Pments for the year enced December 31 1439 presented [0 you

1 personauy for i my aosonee the ahermate Astulony dugitor] Mtendrd tne Stockholoery’ ang the B0and of Decctors’ meetngs to which | was
WTTIred 273 | ehiaeq hom Ire board members and the Companys offers the nformetion on the Company's operations, documeruation

a°C r20:es 1Al | oo Jeved necassary fof examwation | contucted my review in accordance witn duading siandards generally accepted in
Mewo

In ny op non, trg cLOunlshg 800 reporting pokces ang thiwie cbsved by the Company In the preparation of the consoliiated Nranciel
Hule® ents fiusl a'e boing prusiviiad (o the Noekholdens sy 0010 and dficnt and wete Apphed on @ bass contitent with that of the priar
ye3r ConseGuently K 1 8150 my opevon hat ne ados lonea consokdaled ey s presand falty In 0 matwipl pecty, 1he
Lonaiaied fnancal poston of Teitfonos oe Meaco SA ce C v andd subschaioy at Decenibev 31 859 fhe consoldoleq resuks of Uy
UPSA3LOry CNaTges in the stocknoloers equiy and changes in thex inane:al posiion fos the YeA lhen ended 1n conformay win accounting

POne B ey Jenerally serepted n Mex cp

CPC Victor Agudar
Siatulory Auditor

Meako Cily Mexco
Y2 cn 3 2600

Report
of Independent Auditors

EIMAaNcera, S.C,

ERNSTRYOUNG

To the Stackhoiders of
Tekfonos de Mexico, S A. de C.V

We mmmmmmmmmuumw Meéxico. SA de CV and subsickaries as of Decamber 3,19%
ond 1998, and the retated consaldated statements of income. changes In stockholders’ equity ang changes in fiouniol posmion for 1he years ther

ended These financa) i3 are the responslbity of tha Comp, Y s gement Qur resg ity & to express an opinion on thess
financial statements bosed on bur audits

We conducted our mnmmmmmmuymp«wnm. Those standands require that we plon and perforn
the audt to obiein reasonable esstvance that the financlal statements ara free of moterial fisstatemant and are prepared in conformity wht
actounting principics gencratty scoeptod in Mexico. An audit includcs examining. on a tost bass, cvidence supporting the smounts and the
disclosures n the financiol statements. An audit afso ncludes assessing thg occounting principles used and the significant estimates mode by
management. as wedl as evalusting the ovarall financial satermant presentation. We bellave that ou sudils Provids & reasonable basis for ou
opinion,

huwwmummuwmmwhu
e Marco. SA da C V. and subsidiories ot Pecombes 31, 1989 and 1604,
$lockholders’ equity snd changes in ther financial poskion for the: years then

matorial respects. the consoldated finencial position of Teléfonor
and the consoliduied resurs of the opefatiais changes o they
ended In conformity wih accounting principles genernfty accepteq

in Mexico
Mancern, S, C.
A Member of
Ermst & Young International
CPC Atbesto Tibwcka
Mexkca City, Mexico
Maich 3. 2000
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Consolidated
Statements of Income

1Gusamas 5l Mieacan pesas witn Pulthesing pov or 3 Dcecmbey 311999 cacept for carnangs per shaee)
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Statements of Changes in Financial Position

(thousanas of Mexican pesos with purchasing powes at Docember 31 1999)

Yeat e
Dex pentt 31 b
1" 1998
Operating sctivities:
Net mcome
[ 11547 a1 .3 [ X2 F{T] mnm-nunmmnmmglm
21694908 20192 504 1se of (esourees
s12% 418 50170 667 ?&t':m
S10e 248073 At
§ 111083 521956 &*ﬁ;ﬁ';‘:‘“
311108 £13360 " aThats
95 120585 87880 257 Muncrty inicrest
Chanpes """:@,"‘“ wsedy and habwld ey,
85c) docroase:
2590203 w2am "r"ﬁmfmmh&
19032 11§ 17588433 Prepaki expenses
17447 248 11655012 Inaese {decrese) in
0071 162 smo;_u__ w'buycemkulﬂmm
v
36261 1) Jse B¢ Conmrbutions 1o uug fung
Paymenes 1o
Accounts payabie ond accrued kablun
I amnw {2400 !'.xﬁ bl
0142 $235 768 ety
s 429765 P "
Provided by op
{ 176 103 ) { M } hd
t 129703 1 ____3tess Pnancing sctivities:
New bany
Repayment of iany.
%N 30 324 599 i:l?tl of infiztion ang of eschenge rite
- difesences on gebt
Decrtose in caphsi Rock and retsined Mg
(R3] [T 101} due Lo purchase of Comparys ovin shares
2596 10 2705 5% Moy Interest
KSR R T — el Cmh conens o
Resonsces usad in francing activities
24991808 103908 sctivities
. H3) 022 Investent in teephons plant
24912189 8421060 veament iy
Ivestment in
e e
214 254 Wvnstment in icrrem
Othws squiy invesiments
[ 2 126643 [ 18421 060
T et 2 N Ras0urces inad in ivesting activities
ot eivew in Gt and Short larm ivestments
fa 1663 A 1168 Cmnmmmmmnmun
28 1528 2 1108

Cash und short Lwm s ments u und of youi

$ce moLnpanyl g nocs.

Yea ended
Decennbier 3)
" 1954
L 2 12664) L3 18,421,060
1648 66} 10.470.905
659 271 164.147
510021 1.648 325
19418 { 0232 )
{ 214254 )
118134 1.668.617
260 347 505,968
1013292 3.048.220
2368 82) { 3.560.000 l
1984 BOO { 1.765 263
4462551 336,304
904 159 268,878
{ 2711} l 75102
4527514 36,285 020
173401 18571252
(12882000 ) 17938865 )
s (SR RTIY Y]
{ 7852523 ) 10802045 )
191 801
| 8035 066 ) | 8.621.664 )
[ 14665513 ) [ 11763265 )
104 697 I 13.254.005
1612813 264,50
2155873
2542 I 246,509
2068078
{ 1ezey
—l mawsmey o imaw LUN]
111 967 2081 b54
20201 207 10119.553
Py 28319 14 [} 20701
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Sheeats
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Decemier )1
1" 1958
284 L.} 20207 207
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an s 107398
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Shareholder

Headquarters
Parque Via 190
Colonia Cuauhtémoc
México, D.F.

C.P. 06599

Investor Relations

Parque Via 193, Oficina 701

Colonia Cuauhtemoc

México, D.E

C.P. 06599

Tel. 52(5) 703 3990/ 52(5) 222 5462
Fax: 52(5) 545 5550

E-Mail; ri@teimex net

Shareholder Services

Tel. 52(5) 222 1126/ 52{5) 222 5534 /
52(5) 222 6159

Fax: 52(5) 254 5955

£-Mail: valores@teimex.net

Shares Traded in Mexico
A" Bolsa Mexicana de Valores
Symbol: TELMEX A

“L" : Bolsa Mexcana de Valores
Symbol: TELMEX L

Information

Shares Traded in the U.S.

ADS : New York Stock Exchange
Symbol: TMX

One ADS represents 20 “L" shares

ADR : NASDAQ
Symbol: TFONY
One ADR represents one "A” share

Transfer and Depository Agent in the US.
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Morgan Guaranty Trust Company

60 Wall Street

New York, NY 10260-0060

Tel. 1(212) 648 6801

Fax: 1(212) 648 5104

Independent Auditors
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CERTIFICATION OF FINANCIAL STATEMENTS

OATH

STATE OF CALIFORNIA

COUNTY OF SAN DIEGO

Personally appeared before the undersigned, an officer duly authorized to administer oaths, Alfonso
Lara who first being duly sworn, deposes and says that he is Chief Financial Officer of Telmex USA,

L.L.C, applicant in this application, that he has read the financial statements enclosed herein as
Attachment K and knows the contents thereof, and that the statements made herein are true to the

best of his knowledge and belief. /
— 3// =
W/

}ly“ (Signature of Affiant)

—

Subscribed and sworn before me, this
/YA day of _DECEpsBere
2000. ’

B PAULETTE S. BOMRER
S 1 Commission # 1267282
: ge <3285  Notary Public -

/4{&/%/ e et

(Notary Public) : (Seal)

My Commission Expires _ /%4 /5 20 .
7
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MANAGERIAL CAPABILITY



Attachment B
Page 1

ALFONSO LARA, CHIEF FINANCIAL OFFICER

Mr. Lara worked in Mexico City for "Grupo Condumex" before coming to the
Telecommunications Industry. He started as Financial Manager and was Financial Director and
Commercial Director there. Mr. Lara was transferred to Telefonos de Mexico, S.A. de C.V. as
Chief Financial Officer of International Investments. Later, Mr. Lara was assigned as Chief
Financial Officer of Telmex/Sprint Communications, L.L.C.., a U.S. joint venture between
Telefonos de Mexico and Sprint. After dissolution of the joint venture, Mr. Lara continued his
assignment as CFO of Telmex USA, L.L.C.. Mr. Lara has a Masters in Business Direction with
a minor in Finance from the "Instituto Panamericano de Alta Direccion de Empressa" (IPADE)
in Mexico. After obtaining his Masters degree, he went on to complete a post graduate study in
Project Financing at the "Universidad Panamericana de Mexico".

JAVIER ROSADO, VP MARKETING

Mr. Rosado received his Bachelor in Business Administration from the Instituto Tecnologico
Autonomo de Mexico in 1989. In 1993, he received a Certificate of Special Studies in Business
and Management from Harvard University. In 1994, Mr. Rosado, graduated with honors from
the Arthur D. Little Management Education Institute, and was his class salutatorian. Mr. Rosado
was an Assistant Brand Manager for Procter & Gamble-Mexico- from 1989-1991, where he
developed and implemented strategic marketing plans for various consumer goods including Oil
of Olay and VapoRUb. From 1991-1992, Mr. Rosado worked to obtain startup capital for the
creation of Autopartes Macros, an automobile parts company for which he served as General
Manager. Mr. Rosado joined Telefonos de Mexico S.A. de C.V. in 1994 and managed the
introduction of a variety of new services to Mexico, including the Telcard telephone card, Digital
Services, advanced residential services and 1-800 service. As Marketing Coordinator for
Telmex/Sprint Communications he was responsible for overseeing all marketing functions of the
joint venture. His duties included the initial evaluation, development and execution of market
research planning. He was also responsible for the company's present and future marketing
strategies and techniques.

ORLANDO A. KLEEN, ACCOUNTING AND TAX MANAGER

Mr. Kleen received a Bachelor of Accountancy degree from the University of Houston in 1978
and currently holds a Certified Public Accountant license in Texas. He started his career in
Houston, Texas with Brown & Root, Inc. (a Halliburton Company) in the Corporate Financial
Reporting Division. He eventually was assigned to the Mexico City office as Controller of the
engineering services division from 1981 to 1984. Upon returning to Houston, during the oil
depression, Mr. Kleen entered into public accounting and provided audit, tax planning and
compliance, and management consulting with local and national firms. In 1989, he joined a ten
million-dollar distribution and export company as Vice President and Controller. Since 1997, he
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has been with Telmex USA, L.L.C.. as Controller. As a member of the Houston Chapter of Texas
Society of CPAs, in 1997 he was selected as one of the candidates to participate in the first
Leadership Program. Before re-locating to California, Mr. Kleen was actively involved in the
International Committee and also served as Vice-Chair of the Management of Accounting
Practices Committee.

LINDA L. LAGATTA, GENERAL COUNSEL

Ms. LaGatta graduated from Florida State University in 1974 with a BS in Finance/Accounting
and from St. Mary’s University, San Antonio, TX in 1977 with a Juris Doctorate degree. Ms.
LaGatta served as Chief of the Fraud Section of the U.S. Attorney’s Office, Southern District of
Texas, for a number of years where she tried many high-profile cases, and garnered the "Federal
Younger Lawyer Award" from the Federal Bar Association. After leaving the Justice Department,
she entered civil practice with areas of concentration in litigation, international and mergers and
acquisition work. She later managed international litigation matters at First City Bank
Corporation traveling extensively to Spain on the bank’s largest workout. As General Counsel for
Mosbacher Energy Company prior to accepting the position of General Counsel of Telmex USA.,
Ms. LaGatta negotiated contracts in South America and Europe and was responsible for the legal
affairs of 22 affiliate companies.
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TECHNICAL CAPABILITY

Telmex USA, L.L.C is a switch based reseller. All transmission facilities are
provided by the Florida certified underlying carrier.

The Applicant entered the resale market as Telmex/Sprint Communications, L.L.C.
on August 7, 1998. The Applicant resold Sprint’s long distance services primarily
outbound long distance and toll free services both domestic and international. This
joint venture arrangement between Telmex and Sprint ended in May of 1999. At
its peak under this joint venture, the Applicant had approximately 25,000 long
distance customers. These long distance customers were transferred to Sprint
when the joint venture terminated. Telmex USA, L.L.C. (formerly Telmex/Sprint
Communications, L.L.C.) now intends to re-enter the long distance marketplace
as a switch based reseller.
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Telmex USA, L.L.C. Florida Tariff No. 1
Original Sheet

TELMEX USA, L.L.C.
TITLE SHEET
FLORIDA TELECOMMUNICATIONS TARIFF

This tariff contains the descriptions, regulations, and rates applicable to the furnishing of long distance
telecommunications services provided by Telmex USA, L. L. C. with principal offices at 9444 Farnham St.,
Suite 200, San Diego, California 92123. This Tariff applies to services furnished within the State of Florida.
This Tariff is on file with the Florida Public Service Commission and copies may be inspected during normal
business hours at the Company's principal place of business

Issued: January 18, 2001 Effective:

Alfonso Lara, CFO
9444 Farnham St., Suite 200, San Diego, California 92123
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CHECK SHEET

All of the Sheets of this Tariff are effective as of the date shown at the top of the Sheet. Original and revised

Sheets as named below comprise all changes from the original Tariff.
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Issued: January 18, 2001

Alfonso Lara, CFO
9444 Farnham St., Suite 200, San Diego, California 92123

Effective:



e

Telmex USA, L.L.C.

Florida Tariff No. 1
Original Sheet 3
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31
32
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38
39
40
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43

*New or Revised Sheets

CHECK SHEET (continued)

REVISION

Original Sheet
Original Sheet
Original Sheet
Original Sheet
Original Sheet
Original Sheet
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Originai Sheet
Original Sheet
Criginal Sheet
Criginal Sheet
Original Sheet
Original Sheet

Issued: January 18, 2001

Alfonso Lara, CFO
9444 Farnham St., Suite 200, San Diego, California 92123

Effective:
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CONCURRING, CONNECTING OR
OTHER PARTICIPATING CARRIERS

None

SYMBOLS
The following are the only symbols used for the purposes indicated below:
D - Delete Or Discontinue

| - Change Resulting In An Increase To A Customer's Bill

M - Moved To Or From Another Tariff Location

N - New

R - Change Resulting In A Reduction To A Customer's Bill

T - Change In Text Or Regulation But No Change In Rate Or Charge

Issue: January 18, 2001 Effective:

Alfonso Lara, CFO
9444 Farnham St., Suite 200, San Diego, California 92123
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TARIFF FORMAT

A Sheet Numbering - Sheet numbers appear in the upper right corner of the sheet. Sheets are
numbered sequentially. However, new sheets are added to the Tariff from time to time. When a
new sheet is added between sheets already in effect, a decimal is added. For example, a new sheet
added between sheets 14 and 15 would be 14.1.

B. Sheet Revision Numbers - Revision numbers also appear in the upper right corner of each sheet.
These numbers are used to determine the most current sheet version on file with the Commission.
For example, the 4th revised sheet 14 cancels the 3rd revised sheet 14.

C. Paragraph Numbering Sequence - There are seven levels of paragraph coding. Each level of coding
is subservient to its next higher level:

2.1
2.1.1

2.1.1 (A

2.1.1 (A).1
2.1.1(A)1.a
2.1.1 (A).1.a.]
211 (A)1.ai (1)

D. Check Sheets - When a Tariff filing is made with the Commission, an updated check sheet
accompanies the Tariff filing. The check sheet lists the sheets contained in the Tariff with a cross-
reference to the current revision number. When new sheets are added, the check sheet is changed
to reflect the revision.

fssue: January 18, 2001 Effective:
Alfonso Lara, CFO
9444 Farnham St., Suite 200, San Diego, California 92123
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SECTION 1 - DEFINITIONS AND ABBREVIATIONS

ANI: Automatic Number Identification. A process used to identify the calling station. For example,
Customers such as call centers pay for caller's telephone numbers to be sent to them simultaneously with
their incoming toll free service calls.

Applicant: Any entity or individual who applies for Service under this Tariff.

Authorization Code: A pre-defined series of numbers to be dialed by the Customer or End-User upon
access to the Company’s system to identify the caller and validate the caller’s authorization to use services
authorized by their account. The Customer is responsible for charges incurred through the use of the
Customer’s assigned Authorization Code.

Authorized User: A person, firm, corporation or other entity (including Customer) that 1) is authorized by
the Customer to be connected to and utilize the Company's Services under the terms and regulations of this
Tariff or 2) either is authorized by the Customer to act as the Customer in matters of ordering, changing or
canceling Service or is placed in a position by the Customer, either through acts or omissions, to act as
Customer in such matters. Such actions by an Authorized User shall be binding on Customer and shall
subject Customer to any associated charges.

Blocking: A temporary condition that may be initiated so that the Customer cannot complete a telephone
call.

Business Customer: A Customer whose use of the Services is primarily or substantially for a business,
professional, institutional, or occupational purpose.

Cardholder: The associate, member, Customer or other individual that uses the Company's Prepaid Calling
Card Service.

Company: Telmex USA, L.L.C.

Company-Provided: The switching, transmission, and other related telecommunications or computer
equipment/facilities provided by the Company or by any combination of the Company, the LEC, or other
authorized Third Party Vendors contracied by the Company.

Commission: Commission refers to the Florida Public Service Commission.

Credit Card: Visa®, MasterCard®, or other Credit Cards issued by other companies the Company may
accept.

Issue: January 18, 2001 Effective:
Alfonso Lara, CFO
9444 Farnham St., Suite 200, San Diego, California 92123
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SECTION 1 - DEFINITIONS AND ABBREVIATIONS

Customer: A person or legal entity which subscribes to the Company's Services and thereby assumes
responsibility for the payment of charges and compliance with the Company's Tariff.

Customer Premises/Customer’'s Premises: Location(s) designated by a Customer where Service is
originated/terminated.

Direct-Dialed: A call placed by the caller without operator assistance (either live or automated).
End User: The person or legal entity which uses the Service provided by the Company.

Initial and Additional Period: The Initial Period denotes the minimum interval of time billed at the rate
specified for a connection between given service points. The Additional Period denotes the interval of time
used for measuring and charging time in excess of the Initial Period.

PIN: Personal Identification Number. A unique number assigned to each calling card for the purpose of
accessing Service.

Platform: The proprietary technology and associated computer equipment that is used in conjunction with
Prepaid Service(s).

Prepaid Calling Card: Prepaid Calling Card Service allows a Customer to purchase a predetermined
amount of access to the Company's long distance Services prior to the use of Service. Prepaid Calling Cards
are also called debit cards.

Prepaid Long Distance: Prepaid Long Distance Service allows a Customer to purchase a predetermined
amount of access to the Company's long distance Services prior to the use of Service.

Prepaid Service(s): Prepaid Services include all Services offered under this Tariff which require payment
in advance of use of Service.

Reseller: A Customer that resells the Company's Service(s) with the Company's authorization.

Residential Customer: A Customer whose use of the Service is primarily or substantially of a social or
domestic nature; and business use, if any, is incidental.

Service: Any or all services provided pursuant to this Tariff.

Issue: January 18, 2001 Effective:
Alfonso Lara, CFO
9444 Farnham St., Suite 200, San Diego, California 92123
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SECTION 1 - DEFINITIONS AND ABBREVIATIONS

Service Order: The standard Company order form(s), in effect from time-to-time, or Customer's forms
accepted in writing by an authorized representative of the Company for Service which shall enable the
Company to provide Service.

State: State refers to the State of Florida.

Switched Access: A transmission line that is switched through the LEC or CLEC to reach the long distance
network. Switched access arrangements are only available from the subscriber's local telephone company.

Switched Services(s): Any Services which use message switches to share inter-switch transport.

Third Party Vendor: A company, entity or individual, other than the Company, designated by the Company
that provides the facilities and/or the equipment required to provide Service(s).

TFAN: Toll Free Access Number.
Toll Free Access Number: A telephone number established for the purpose of accessing one of the

Company's Platforms where the caller does not incur a charge for placing the call to the access number. The
area code for a toll free access number is either 800, 877, or 888 or other area code assignments as

appropriate.

U.S.F.: U.S.F. stands for Universal Service Fund.

Issue: January 18, 2001 Effective:
Alfonso Lara, CFO
9444 Farnham St., Suite 200, San Diego, California 92123
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SECTION 2 - RULES AND REGULATIONS

2.1 Application of the Tariff

2.1.1  This Tariff contains the descriptions, regulations, and rates applicable to intrastate long
distance telecommunications Service originating and terminating within the State under the
terms of this Tariff offered by the Company with principal offices located at 9444 Famham
Street, Suite 200, San Diego, California, 92123. Services are offered subject to the
availability of facilities and the terms and conditions of this Tariff.

2.1.2  The Company shall not be deemed to have waived or impaired any right, power, requirement
or option reserved by this Tariff (including, without limitation, the right to demand exact
compliance with every term and condition herein), by virtue of any custom or practice of the
Company at variance with the terms hereof, or any failure, refusal or neglect of Company to
exercise any right under this Tariff or to insist upon exact compliance with its terms, or any
waiver, forbearance, delay, failure or omission by Company to exercise any right, power or
option hereunder.

2.2 Limitations On Service

221 Service is offered subject to the availability of facilities, equipment, or systems, the
Company's ability to fulfill the request for Service and the provisions of this Tariff. Services
offered in this Tariff are available in all states where the Company has obtained the regulatory
approvals to operate. Service is not offered where operating conditions do not permit. The
Company reserves the right, without incurring liability, to refuse to provide Service, to or from
any location where the necessary facilities, equipment, systems, billing agreements, and/or
switch software are not available. In case of refusal to establish service, the Company shall
notify the applicant in writing of the reason for such refusal.

2.2.2 All Services provided according to this Tariff are only available as add-ons to the companion
interstate and international Services.

2.2.3  Without incurring liability, the Company reserves the right to discontinue Service or to limit
the use of Service, when necessitated by conditions beyond the Company's control, or when
the Customer ar End User is using Service in violation of the law or in violation of the
provisions of this Tariff.

2.2.4 Conditions under which the Company may, without notice, terminate Service without liability
include, but are not limited to:

Issue: January 18, 2001 Effective;
Alfonso Lara, CFO
9444 Farnham St., Suite 200, San Diego, California 92123
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SECTION 2 - RULES AND REGULATIONS

2.2 Limitations On Service (continued)
2.2.4  (continued)

(A) Any order or decision of a court or other governmental authority which prohibits the
Company from offering such Service; or

(B) Customer's or End User's use of the Service which constitutes a violation of either the
provisions of this Tariff or of any laws, government rules, regulations, or policies or if
such actions are reasonably appropriate to avoid violation of applicable law; or

(C) The Company deems termination necessary to protect the Company or third parties
against unauthorized, fraudulent, or uniawful use of any Company Services, or to
otherwise protect the Company's personnel, agents, or Service; or

(D)  Customer's or End User's misuse or use for any fraudulent or unlawful purpose of the
long distance network or Company-provided facilities or equipment; or

(E) Emergency, threatened, or actual disruption of Service to other Customers; or

(F)  Unauthorized or fraudulent procurement of Service, including a misrepresentation of
fact relevant to the conditions under which the applicant or Customer obtains or
continues to receive Service; or

(G) Abandonment of the Customer's Premises served; or insufficient or fraudulent billing
information; or invalid or unauthorized telephone numbers; or

(H) Customer's check or draft is returned unpaid for any reason, after one attempt at
collection; or

()] If at the time the Company issues a debit to the Customer's checking account or
savings account, the debit is rejected by the bank for any reason. The Company will
make at least one attempt at collection prior to termination of Service.

Issue; January 18, 2001 Effective:
Alfonso Lara, CFO
9444 Farnham St., Suite 200, San Diego, California 92123
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SECTION 2 - RULES AND REGULATIONS

2.2 Limitations On Service (continued)

2.2.5 Conditions under which the Company may, with notice, terminate Service without liability
include, but are not limited to:

(A) use of invalid or unauthorized telephone numbers, or Credit Card numbers; or,

(B) failure to pay for or provide assurances of, or security for, the payment of the
Company's charges as per Section 2.8.1 or Section 2.8.2 of this Tariff; or

(C) non-payment of any sum owed the Company by the due date printed on the bill; or

(D) if there is a reasonable risk that criminal, civil or administrative proceedings or
investigations based upon the transmission contents shall be instituted against the
Company.

(E) Failure of Customers of Prepaid Services to render payment in accordance with this
Tariff in advance of Service prior to activation, reinstatement, or recharge.

2.2.6 Initial and continuing Service is offered subject to the availability of necessary facilities and/or
equipment, including those to be provided by other companies furnishing a portion of the
Company's Service(s).

2.2.7 Service is furnished subject to the condition that there will be no abuse or fraudulent use of
the Service. Abuse or fraudulent use of Service includes, but is not limited to:

(A) Service that is used by the Customer or End User to frighten, abuse, torment, or
harass another; or

(B) Service that is used by the Customer or End User in a manner which interferes with
the use of Service by one or more other Customers; or

(C) Any calls placed by means of illegal equipment, service, or device.

Issue: January 18, 2001 Effective:
Alfonso Lara, CFO
9444 Farnham St., Suite 200, San Diego, California 92123
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SECTION 2 - RULES AND REGULATIONS

2.2 Limitations On Service (continued)

2.2.8

229

2.2.10

2211

2.212

2.2.13

2.2.14

The Company's failure to give notice of default, to enforce or insist upon compliance with any
of the terms or conditions herein, to grant a waiver of any term or conditions herein, or to
grant the Customer an extension of time for performance, will not constitute the permanent
waiver of any such term or condition herein. Each of the provisions of this Tariff will remain,
at all times, in full force and in effect until modified in writing, signed by the Company and
Customer.

The Company may rely on third parties to provide a portion of the Company's Service. The
selection of the Third Party Vendors is made by the Company. The Company reserves the
right to change Third Party Vendors at any time.

The Company reserves the right, without incurring liability, to refuse to provide Service to or
from any location where the necessary facilities and/or equipment are not available.

Recording of telephone conversations provided pursuant to the Company's Service underthis
Tariff is prohibited except as authorized by applicable federal, state, and local laws.

All outbound Services requiring Switched Access to reach the long distance network are only
available to Customers located in those exchanges which have Equal Access. Unless the
availability of a specific Service, optional pricing ptan or add-on pricing plan limits that
Service or plan to a specific state, group of states, area code, LATA, NPA-NXX, or routing
configuration, the availability is all states within the United States where the Company has
obtained the appropriate regulatory approvals to operate.

Calls that may not be completed using the Company's Prepaid Services include directory
assistance service, operator services, conference service, busy line verification service,
interruption service, calls requiring time and charges, air-to-ground calls, marine/satellite
calls, and cails placed via dialing a 700, 900, TFAN, or other number as appropriate.

The Customer obtains no property right or interest in any specific type of facility, service,
connection, equipment, number process, credit card, travel card, prepaid or debit card,
access code, or code (except entitlement in certain circumstances to apply prepaid debit
cards to devices provided by the Company). All right, title, and interests to such items
remain, at all times, solely with the Company.

Issue: January 18, 2001 Effective:
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SECTION 2 - RULES AND REGULATIONS

2.3 Limitation of Liability

The Company's liability will be limited to that expressly stated in Sections 2.3.1 through 2.3.19 of this
Tariff in connection with the provision of Service to Customer.

2.31

232

2.3.3

234

2.3.5

The liability of the Company for damages arising out of mistakes, omissions, interruptions,
delays, errors, defects or other comparable actions occurring in the provision of Service(s)
with & usage-sensitive rate structure, will in no event exceed an amount equivalent to the
initial period charge to the Customer for the call during which such mistake, omission,
interruption, delay, error or defect occurred. The Company shail not be liabie for any
damages caused by the negligence, gross negligence or willful misconduct of the Customer
or Customer’s agents, employees, officers, directors, contractors or vendors.

Unless otherwise stated in this Tariff, the liability of the Company for negligence arising out
of mistakes, omissions, interruptions, delays, errors, defects or other comparable actions
occurring in the provision of recurring Service(s) shall be limited to a service adjustment
based on the amount of time such Service is out of service times the applicable monthly
recurring charge for the Service.

The liability of the Company for gross negiigence arising out of mistakes, omissions,
interruptions, delays, errors or defects occurring in the provision of Service(s) shall not
exceed the higher of the adjustments described in Section 2.3.1 or 2.3.2 of this Tariff,
whichever is applicable, or the sum of $1,000.

The liability of the Company for wilful misconduct occurring in the provision of Service(s) shall
not exceed the higher of the adjustments described in Sections 2.3.1, 2.3.2 or 2.3.3,
whichever is applicable, or the sum of $1,000.

The Company will not be liable to the Customer for damages or statutory penalties or be
obligated to make any adjustment, refund or cancellation of charges uniess the Customer has
notified the Company in writing of any dispute concerning charges, or the basis of any claim
for damages, within sixty (60) calendar days after an invoice is rendered by the Company for
the call giving rise to such dispute or claim. Any such notice must set forth sufficient facts
to provide the Company with a reasonable basis upon which to evaluate the Customer's claim
or demand.

Issue: January 18, 2001 Effective:
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SECTION 2 - RULES AND REGULATIONS

2.3 Limitation of Liability (continued)

2.3.6 Interruptions, delays, errors, or defects caused by or contributed to, directly or indirectly, by
act or omission of the Customer or its customers, affiliates, agents, contractors,
representatives, invitees, licensees, successors, or assignees or which arise from, or are
caused by, the use of facilities or equipment of the Customer or related parties, will not result
in the imposition of any liability whatsoever upon the Company. The Customer will pay to the
Company any reasonable costs, expenses, damages, fees or penalties incurred by the
Company as a result thereof. In addition, a portion or all of the Service may be provided over
facilities of third parties. The Company will not be liable to the Customer or any other person,
firm, or entity in any respect whatsoever arising out of defects caused by such third parties.
The Company's liability, if any, with regard to the delayed installation of facilities or
commencement of Service will not exceed $1,000.

2.3.7 With respect to Service provided hereunder, the Company hereby expressly disciaims,
without limitation, all warranties not stated in this Tariff, whether express, implied or statutory,
and in particular disclaims all implied warranties of merchantability and of fitness for a
particular purpose.

2.3.8 No contractors, agents or employees of connecting, concurring or other participating carriers
or companies will be deemed to be contractors, agents or empliayees of the Company without
the Company's written authorization.

2.3.9 Under no circumstances whatsoever will the Company's officers, agents, or employees be
liable for any damages, including but not limited to direct, indirect, actual, consequential,
special, or punitive damages, or lost profits.

2.3.10 The Company will not be liable for any failure of performance hereunder due to causes
beyond its control including, but not limited to:

{A) Unavoidable interruption in the working of transmission facilities; or
(B} Natural disasters such as storms, fire, flood, or other catastrophes; or

(C) Any law, order, regulation, direction, action or request of the United States
Government, or any other governmental entity having jurisdiction over the Company
or of any department, agency, commission, bureau, corporation or other
instrumentality of any one or more of such governmental entity, or of any civil or
military authority; or

issue: January 18, 2001 Effective:
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SECTION 2 - RULES AND REGULATIONS

2.3 Limitation of Liability (continued)

2.3.10

2.3.11

2312

2.3.13

2314

(continued)

(D) National emergencies, insurrections, riots, rebellions, wars, strikes, lockouts, work
stoppages, supplier failures, shortages, breaches or delays, or other labor difficulties;
or

(E) Notwithstanding anything in this Tariff to the contrary, the unilawful acts of individuals,
including acts of the Company's agents and employees if committed beyond the scope
of their employment.

The Company will use its best efforts to provide Services consistent with industry standards.
The Company will have no liability to the Customer for any loss of revenue or any other
direct, special, incidental, consequential, or other damages the Customer may sustain
resulting from the failure or inability of the Company to provide Service to its Customers;
negligent or defective Services to Customers; equipment, computer, network, or electrical
malfunctions of any kind, breakdowns, or outages; or any other cause, whether or not within
the control of the Company.

If the Company learns of actual or possible unauthorized, fraudulent, or uniawful use of any
Company Services, the Company will make an effort to contact the Customer, but Service
may be blocked without notice and without liability to the Company. Service may be
suspended by the Company without incurring liability by Blocking all calls or by Blocking calls
to ar from certain NPA-NXXs, certain countries, cities, or individual telephone stations for any
Service offered under this Tariff. Service will be restored as soon as it can be provided
without undue risk and only after accounts have been brought current.

The Company does not undertake to transmit messages but furnishes the use of its Services
to its Customers for telecommunications. The Company is not liable for the content of the
Customer's messages.

The Company may rely on Third Party Vendors for the performance of certain services such
as Dedicated Access. Upon Customer request and execution and delivery of appropriate
authorizing documents, the Company will act as agent for the Customer in obtaining such
other services. Customer’s liability for charges hereunder will not be reduced by untimely
installation or non-operation of Customer-provided facilities and equipment.
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2.3 Limitation of Liability (continued)

2.3.16

2.3.17

2.3.18

2.3.19

2.3.20

If someone other than the Customer (e.g., authorized or unauthorized) has use of the Service
directly or indirectly through the Customer, then Customer agrees to forever indemnify and
hold the Company and any affiliated or unaffiliated Third Party Vendor or operator of facilities
employed in provision of the Service harmless from and against any and all claims, demands,
suits, actions, losses, damages, assessments or payments which may be asserted by said
parties.

The Company will have no liability to the Customer or any third party for any claims that a
Prepaid Calling Card or PIN or Authorization Code associated with any Prepaid Service has
been lost, stolen, or fraudulently used. In no event will the Company be obligated to restore
any Prepaid Service account or otherwise reimburse any Cardholder or Customer for any
calis charged to the Prepaid Service account which such Cardholder or Customer denies
having made.

If Company chooses to subcontract the printing of the Prepaid Calling Cards, Company
cannot be held liable for delays of delivery or any other problem(s) that are directly related
to the subcontractor.

If the Company issues an Authorization Code, or PIN for Prepaid Long Distance or a Prepaid
Calling Card,and the Authorization Code or PIN will not access the Company's Service, the
Company's sole liability will be the manufacturing and shipping costs associated with
replacing such cards or the issuance of another PIN and/or Authorization Code as
appropriate. This obligation is exclusive and is in lieu of all other warranties, express or
implied, including but not limited to, any warranty of merchantability or fitness for a particular
purpose. In no event will the Company be liable for special or consequential damages arising
from the relationship or the conduct of business contemplated herein.

The Company will not be liable for:

(A) Any act or omission of any other company or companies furnishing a portion of the
Service or furnishing facilities or equipment associated with such Service.

(B) Damages caused by the fault or negligence or willful misconduct of the Customer or
End User.

(C) Any failure to provide or maintain Service under this Tariff due to circumstances
beyond the Company's reasonable control.
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2.3 Limitation of Liability (continued)

2.3.20 (continued)

©

(=

(F)

(G)

H)

0

2.4 Use of Service

Any direct, indirect, consequential, special, actual, or punitive damages, or for any lost
revenues or profits of any kind or nature whatsoever arising out of any furnishing of,
or interruption in, Service provided hereunder. Under no circumstances whatsoever
will the Company's officers, agents, or employees be liable for such damages or lost
revenue or lost profits.

Any indirect, incidental, special or consequentiai damages, lost revenue or lost profits
of any kind, even if Company is advised of the possibility of such consequences.

The use or abuse of any Service described herein by any party including, but not
limited to, the Customer or End User. Use or abuse includes, but is not limited to, any
calls placed by means of PBX-reorigination or any other legal or illegal equipment,
service, or device. Compensation for any injury the customer may suffer to the fauit
of third parties must be sought from such other parties..

Any action, such as Blocking or refusal to accept certain calls, that Company deems
necessary in order to prevent unauthorized, fraudulent, or unlawful use of its Service.
Compensation for any injury the Customer may suffer due to the fault of parties other
than the Company must be sought from such other parties.

The Company will not be liable for any claim where the Customer indemnifies the
Company pursuant to Section 2.5 of this Tariff.

Failure or delay in the delivery of ordered Prepaid Calling Cards.

2.41 The Company's Services are available for use twenty-four hours per day, seven days per
week. Unless otherwise restricted herein, Customers may use the Company's Service(s) to
place and/or receive intrastate calls. The Service offered herein may be used for any lawful
purpose. The Customer is liable for all obligations under this Tariff not withstanding any
sharing or resale of Services and regardiess of the Company's knowledge of same. The
Company will have no liability to any person or entity other than the Customer and only as set

forth herein.
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2.4 Use of Service (continued)

2.4.3 Service furnished by the Company will not be used for any unlawful or fraudulent purposes
including but not limited to use of electronic devices, invalid numbers, and false credit
devices to avoid payment for Service contained in this Tariff either in whole or in part.
Service furnished by the Company may not be used to make calls which might reasonably
be expected to frighten, abuse, torment, or harass another. The Service may not be used for
any purpose for which any payment or other compensation is received by the Customer
except when the Customer is an authorized communications common carrier, an authorized
resale common carrier, or an enhanced or electronic service provider who has subscribed to
the Company's Service.

244 Service furnished by the Company may not be arranged for joint use or authorized use.

2.5 Obligations of the Customer
2.51  The Customer will indemnify, defend, and hold the Company harmless from and against:

(A)  Any claim asserted against the Company (and all attorney fees and expenses incurred
by the Company with respect thereto} arising out of or relating to the failure of the
Company to provide Service to the Customer.

(B) Any and all liabilities, costs, damages, and expenses (including attorney's fees),
resulting (1) from Customer (or its employees's agent's or independent contractor's)
actions hereunder, including, but not limited to breach of any provision in this Tariff,
misrepresentation of Company services or prices, or unauthorized or illegal acts of the
Customer, its employees, agents, or independent contractor or (2) from claims by third
parties that any Prepaid Calling Cards, Authorization Codes, or PINs have been lost,
stolen, or fraudulently issued or used; provided, however, that the Company will have
no liability hereunder for speciai or consequential damages incurred by the Company;
(3) or in the event that the Company chooses to have another company print their
Prepaid Calling Cards, Company cannot be held liable for delays of delivery or any
other problem that are directly to the third party.

(C) Claims for libel, slander, infringement of patent or copyright, or unauthorized use of
any trademark, trade name, or service mark arising out of Customer's or End User's
material, data, information, or other content transmitted via Service. With respect to
claims of patent infringement made by third persons, the Customer shall defend,
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2.5 Obligations of the Customer (continued)

2.51 (continued)
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(continued)

indemnify, protect and save harmless the Company from and against all claims arising
out of the combining with, or use in connection with, the Service(s) provided under this
Tariff, any Circuit, apparatus, system or method provided by the Customer.

Violation by Customer or End User of any other literary, intellectual, artistic, dramatic,
or musical right.

Violations by Customer or End User of the right to privacy.

Any other claims whatsoever relating to, or arising from, message content or the
transmission thereof.

All other claims arising out of any act or omission of the Customer or End User in
connection with Service provided by the Company.

Any loss, claim, demand, suit, or other action, or any liability whatsoever, whether
suffered, made, instituted or asserted by the Customer or by any other party or
persons, for any personal injury to, or death of, any person or persons, and for any
loss, damage or destruction of any property, whether owned by the Customer or
others, caused or claimed to have been caused directly or indirectly by the provision
of Service, whatever the cause and whether negligent or otherwise.

Claims related to lost or stolen calling cards, except as described in Section 2.24 of
this Tariff.

Claims by the Customer or third parties that Prepaid Services have been fraudulently
used.
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2.5 Obligations of the Customer (continued)
2.5.1 (continued)

(K)  Any suits, claims, losses or damages, including punitive damages, attorney fees and
court costs by third persons arising out of the construction, installation, operation,
maintenance, or removal of the Customer's Circuits, facilities, or equipment connected
to Services. This includes without limitation, Workmen's Compensation claims,
actions forinfringement of copyright and/or unauthorized use of program material, libel
and slander actions based on the content of communications transmitted over the
Customer's Circuits, facilities or equipment, and proceeding to recover taxes, fines,
or penalties for failure of the Customer to obtain or maintain in effect any necessary
certificates, permits, licenses, or other authority to acquire or operate Service(s).

2.5.2 If a Customer directly or indirectly authorizes third parties to use the Service, the Customer
will indemnify and hold the Company harmiess against any and all claims asserted by said
party, demands, suits, actions, losses, damages, assessments or payments which may be
asserted or demanded by said parties or by others as a result of said parties' actions or
omissions.

2.5.3  The Company's failure to provide or maintain Service under this Tariff will be excused by the
Customer for all circumstances beyond the Company's reasonable control.

254 The Customer will indemnify and save the Company harmiless from any and all liability not
expressly assumed by the Company in Section 2.3 of this Tariff and arising in connection with
the provision of Service to the Customer, and will protect and defend the Company from any
suits or claims alleging such liability, and will pay all expenses (inciuding attorneys’ fees) and
satisfy all judgments which may be incurred by or rendered against the Company in
connection therewith.
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2.5 Ohbiigations of the Customer (continued)

2.5.5

2.5.6

2.5.7

258

259

2.510

The Customer is responsible for payment for all calls originated at the Customer’s number(s),
accepted at the Customer's number, billed to a Customer's caliing card, or incurred at the
specific request of the Customer. The Customer is responsible for paying for all Services the
Company provides to or from the Customer's number(s), regardless of whether the
Customer's facilities were fraudulently used or used without Customer's knowledge in fuil or
in part. These responsibilities are not changed due to any use, misuse or abuse of the
Customer's Service or Customer-provided equipment by third parties, the Customer's
employees or the public.

The termination or disconnection of Service(s) by the Company pursuant to Sections 2.2.5,
2.2.6, and 2.20 of this Tariff or if the Customer cancels Service pursuant to Section 2.19 of
this Tariff, does not relieve the Customer of any obligations to pay the Company for charges
due and owing for Service(s) furnished up to the time of termination or disconnection. The
remedies set forth herein will not be exclusive, and the Company will at all times be entitled
to all rights available to it under either law or equity.

The Customer is responsible for taking all necessary legal steps for interconnecting
Customer-provided terminal equipment with the long distance network. The Customer will
ensure that the signals emitted into the long distance network do not damage Company-
Provided equipment, injure personnel, or degrade Service to other Customers or other users
of the long distance network. The Customer is responsible for securing all licenses, permits,
rights-of-way, and other arrangements necessary for such interconnection. In addition, the
Customer will comply with applicable LEC signal power limitations.

The Customer will be responsible for the payment of all charges for Services provided under
this Tariff and for the payment of all excise, sales, use, gross receipts or other taxes that may
be levied by a federal, state, or local governing body or bodies applicable to the Service(s)
furnished under this Tariff unless specified otherwise herein. Also see Section 2.17 of this
Tariff for additional information regarding the Customer's obligations concerning taxes.

The Customer will be liable for reimbursing the Company for damages to facilities or
Company-Provided equipment caused by the negligence or wiliful acts of the Customer's
officers, employees, agents, contractors, or authorized or unauthorized End User(s).

If Service is terminated pursuant to Section 2.2.5, Section 2.2.6 or Section 2.20 of this Tariff
or if the Customer cancels Service pursuant to Section 2.19 of this Tariff, the Customer will
be deemed to have canceled Service as of the date of such termination or cancellation and
will be liable for any cancellation charges set forth in this Tariff.
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2.5 Obligations of the Customer (continued)

2.5.11 The Customer will indemnify and hold the Company harmless against any and all liabilities,
costs, damages, and expenses resulting from claims by third parties that any calling card or
PIN, Authorization Code, has been lost, stolen, or fraudulently issued or used; provided,
however, that the Company will have no liability hereunder for special or consequential
damages incurred by the Company.

2.5.14 If an entity other than the Company (e.g. another carrier or supplier) imposes charges on the
Company in connection with service provided to a specific Customer and those charges are
not specifically listed in this Tariff, those charges will be billed to the Customer on a pass-
through basis. The Customer is responsible for payment of such charges.

2.5.15 The Customeris responsible for the payment of all charges for Service(s) provided under this
Tariff and for the payment of all assessments, duties, fees, surcharges, taxes, or similar
liabilities whether charged to or against the Company or the Customer. This includes but is
not limited to amounts the Company is required by governmental, quasi-governmental, or
other entities to collect and/or to pay to designated entities. The Company may adjust its
rates and charges or impose additional rates and charges on its Customer in order to recover
these amounts. Unless specified otherwise herein, if an entity other than the Company (e.g.,
another carrier or supplier) imposes charges on the Company in connection with a Customer's
Service, that entity's charges may be passed through to the Customer. The Customer is
responsible for the payment of all such charges.

2.5.16 A Customer shall not use any service mark or trademark of the Company or refer to the
Company in connection with any product, equipment, promotion, or publication of the
Customer without prior written approval of the Company.

2.5.17 In the event suit is brought or an attorney is retained by the Company to enforce the terms
of this Tariff, the Customer shall reimburse the Company, in addition to any other remedy,
for attorneys' fees, court costs, costs of investigation, and other related expenses incurred in
connection therewith.

2.5.18 If a Prepaid Calling Card has a customized design, the design will be subject to the
Company's review and approval, in the Company's sole discretion. The Company will deliver
to the Customer a prototype of a customized Prepaid Calling Card. The Customer will advise
the Company, in writing, of its approval of, or request for revisions of, such prototype prior to
the Company's fulfillment of the Customer's order. Any such requested revisions to the
customized design will be subject to the Company's approval.
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2.5 Obligations of the Customer (continued)

2.519 Upon the Customer's receipt of Company Prepaid Calling Cards, the Customer will assume

all risk of loss or misuse of such Prepaid Calling Cards.

2.5.20 Upcn the Customer's receipt of Company issued Authorization Codes or PINS for Prepaid

Services, the Customer will assume all risk of 1oss or misuse of such Authorization Codes and
PINs.

2.6 Obligations of a Reseller

26.1

26.2

263

264

265

266

The terms and conditions of this Tariff, including but not limited to the obligations contained
in Section 2.5 and in Sections 2.6.2 through 2.6.7 hereof, apply to Customers that are
Resellers. Failure to comply with any term, rule, or regulation of this Tariff may result in the
Company immediately and irrevocably terminating Service(s) without incurring any liability.
Notification of termination of Service(s) may be in writing or in another expeditious manner
selected by the Company.

In the event of non-payment by a Reseller's subscriber, the Company may be requested by
the Reseller to block such subscribers's service because of non-payment of charges. Before
the Company blocks Service to a Reseller's subscriber, the Reseller must certify that proper
notice has been given to the subscriber. Proper notice must meet state and federal rules for
Blocking Service due to non-payment. The Reseller is responsible for all costs incurred to
disconnect or block the location from Service(s).

Resellers will be responsible for paying all taxes, surcharges, and fees based upon the taxing
jurisdiction’s rules and regulations.

In addition to the other provisions in this Tariff, Resellers will be responsible for all interaction
and interface with their own subscribers or customers. The provision of Service will not
create a partnership or joint venture between the Company and the Reseller nor result in a
joint offering to third parties.

Ifthe Customer resells Services, the Reseller is responsible for providing ali billing, collection,
and customer service functions for all of its locations, including resolving any unauthorized
presubscription disputes.

In addition to the other provisions in this Tariff, Resellers must have the appropriate authority
in all areas where the Reseller provides service and provide such documentation to the
Company when requested.
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2.6 Obligations of a Reseller (continued)

2.6.7 IfaReseller switches a subscriber's long distance provider without obtaining permission from
the subscriber, the Company may charge the Reseller for the unauthorized presubscription
change charges plus all additional charges imposed and costs incurred. The Reseller is
financially liable for all lines at all locations until such time as the lines and/or locations are
presubscribed to a different iong distance service provider. in instances where the Reseller
has presubscribed lines and/or location to its Service without proper authorization, the
Reseller must:

(A) Inform the subscriber of the unauthorized change in long distance service providers;
and

(B) Insure that the subscriber's service is returned to the long distance service provider of
choice; and

(C) Pay all applicable charges.
2.7 Obtaining Services
271 General

To obtain Service, the Company requires the Customer to provide the Company with
whatever authorization the Company deems appropriate. Upon the Company's acceptance
of this authorization, all applicable provisions inthe Company's Tariff, as amended from time-
to-time, become the agreement for Service between the Company and the Customer.
Acceptance or use of Service offered by the Company shall be deemed an application for
such Service and an agreement by the Customer to subscribe to, use, and pay for such
Service in accordance with this Tariff. The Applicant must also establish credit satisfactory
to the Company as provided in Section 2.7.2 of this Tariff.
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1.2.7 Obtaining Services (continued)
2.7.2  Establishment of Credit
(A) Applicant

For ail Services except the Company's Prepaid Services, the Company reserves the
right to require all Applicants to establish credit worthiness to the reasonable
satisfaction of the Company. Upon receipt of the signed letter of agency or other
authorization the Company deems appropriate, the Applicant will be deemed to have
authorized the Company to obtain such routine credit information and verification as
the Company requires.

(B) Customer

If the conditions of Service or the basis on which credit was originally established have
materially changed, an existing Customer may be required to establish additional
credit. The Company reserves the right to examine the credit record and check the
references of any Customer at any time.

2.8 Customer Deposits / Advance Payments
2.8.1  Customer Deposits
(A) General
For Services otherthan Prepaid Services, any Applicant whose credit is not acceptable
to the Company as provided in Section 2.7.2 of this Tariff may be required to make a
deposit to be held by Company as a guarantee of payment for Service provided under
this Tariff. In addition, an existing Customer may be required to make a deposit or to

increase a deposit presently held by the Company if the conditions of Service or the
basis on which credit was originally established have materially changed.

(B) Amount of Deposit
The amount of any deposit will not exceed the estimated charges for two months'

Service. The Company will determine the amount of the deposit.

{C) Interest on Deposits

The Company will not pay interest on deposit.
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2.8 Customer Deposits / Advance Payments (continued)
2.8.1 Customer Deposits (continued)
(D) Return of Deposit
A deposit will be returned:

- When an application for Service has been canceled prior to the establishment
of Service; or

- At the end of one year of satisfactory payments for Service; or
- Upon discontinuance of Service.

Notwithstanding the foregoing, prior to the return, deposits will be applied to any
outstanding charges to the Customer for Service, and only the excess, if any, will be
returned.

2.8.2 Advance Payments

Customers and Applicants who, in the Company's judgment, present an undue risk of non-
payment may be required at any time to provide the Company such other assurances of, or
security for, the payment of the Company's charges for its Services as the Company may
deem necessary, including, without limitation, advance payments for Service, third party
guarantees of payment, pledges or other grants of security interests in the Customers' assets,
and similar arrangements. The required advance payments or other security may be
increased or decreased by the Company as it deems appropriate in the light of changing
conditions. In determining whether a Customer presents an undue risk of nonpayment, the
Company shall consider the following factors:

(A) the Customer's or Applicant's payment history (if any) with the Company and its
affiliates;

(B) Customer's ability to demonstrate adequate ability to pay for the Service;

(C) credit and related information provided by Customer, lawfully obtained from third
parties or publicly available;

Issue: January 18, 2001 Effective:
Alfonso Lara, CFO
9444 Farnham St., Suite 200, San Diego, California 92123



Telmex USA, L.L.C. Florida Tariff No. 1

Original Page 28

SECTION 2 - RULES AND REGULATIONS

2.8 Customer Deposits / Advance Payments (continued)
2.8.2 Advance Payments (continued)
(D) information relating to Customer's management, owners, and affiliates (if any); and
(E) the Applicant's or Customer's actual long distance usage. The Company does not pay
interest on advance payments.
2.9 Rendering Bill
29.1 General
(A) The Company uses cycle billing. The billing period is one (1) month. Except for fraud,
charges may be assessed for unbilled traffic up to two (2) years in arrears.
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2.9 Rendering Bill (continued)

2.9.1 (continued)

(B)
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The Company may also utilize direct billing by the Company or an authorized billing
agent. The availability of the billing option is controlled by the Company not the
Customer.

If a Customer presents an undue risk of nonpayment at any time, the Company may
require the Customer to pay its bills in cash or the equivalent of cash. In the event the
Company incurs fees or expenses, including attorney's fees, in collecting, or
attempting to collect, any charges owed the Company, the Customer will be liable to
the Company for the payment of all such fees and expenses reasonably incurred.

Where billing systems allow, Credit Card hilling and automatic withdrawal from the
Customer's checking or savings account are available. However, if a Customer
presents an undue risk of nonpayment at any time, the Company may require the
Customer to pay its bill in cash or the equivalent of cash.

For the purpose of computing partial-month charges, a month is considered to consist
of thirty days. If the Company has ordered Dedicated Access as an agent of the
Customer, the Company will not cease billing the Special Access Surcharge until the
Company receives the Exemption Certificate (as defined herein) from the Customer
and the Local Access Provider acknowledges receipt of the Customer's Exemnption
Certificate.

Any Applicant for Service that was furnished Service under a former contract with the
Company shall pay or make satisfactory arrangements for paying any bill outstanding
and unpaid for such Service, before any additional Service will be furnished.

In the event that the Company's ability to commence or to continue to provide Service
in a timely manner is delayed or interrupted because of the non-performance by the
Customer of any obligation set forth in this Tariff, the Customer shall pay to the
Company amounts equal to the monthly recurring charges which would have been
paid had the Company been able to commence or to continue to provide Service.

If billing systems or other support is not available for a Service, feature, surcharge, or
other charge element at the time Service is provisioned, the Company will bill for that
Service, feature, surcharge, or other charge element as soon as it is capable of doing
S0.
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2.9 Rendering Bill (continued)
2.9.2 Direct Billing By Company And/Cr Authorized Billing Agent
(A) Other Billing Arrangements

Bills are sent to the Customer's current billing address no later than thirty (30) days
following the close of billing. Call detaii is available with the bill. Payment in full is
due by the due date disclosed on the bill. Charges are payable only in United States
currency. Payment may be made by check, money order, or cashier's check made
payable as named on the bill and sent to the address as listed on the bill. If the bill is
not paid within thirty (30) days from the invoice date, the Company may impose a late
charge on the delinquent amount. A late charge applies to any past due balance. The
Company may charge a late charge of 1.5% per month. The one-time penalty shall
apply on the undisputed amount or on the disputed amount if a dispute is resolved in
favor of the Company. When another telecommunications carrier provides the billing
function on behalf of the Company, the other carrier's late payment charge applies.

(B) Credit Card Billing

With Credit Card billing, the charges for Services provided by the Company are billed
on the Customer's designated and approved Credit Card. Charges are billed monthly
in accordance with the terms and conditions between the Customer and the
Customer's designated Credit Card company. Call detail will not be inciuded in the
Credit Card bill. Call detail will be provided by the Company in a separate mailing.

(C) Automatic Withdrawal From Checking or Savings Account
If the Customer utilizes automatic withdrawal, the charges for Services provided by the

Company are automatically debited to the Customer's designated checking account
or savings account. Call detail will be provided by the Company in a separate mailing.
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2.9.2 Direct Billing By Company And/Or Authorized Billing Agent (continued)
(D) Prepaid Services

All charges for Prepaid Services must be paid in advance. No Prepaid Authorization
Codes or PINs will be activated until payment, in U. S. Dollars and in full, has been
received by the Company. Payment shall be made in cash (U.S. funds), check or
money order payable in U.S. funds, or Company approved Credit Card. If the
Customer pays via check, the Authorization Code or PIN is activated after the check
clears the bank. The Company does not render a bill for Prepaid Services. A copy of
the call detail will be provided pursuant to a Customer's request within thirty (30) days
of the call date.

2.10 Disputed Charges

2.10.1 The Company will not be required to consider any Customer claim for damages or statutory
penalties, or adjustments, refunds, credits or cancellation of charges, uniess the Customer
has notified the Company, in writing, of any dispute concerning charges, or the basis of any
claim for damages, within sixty (60) calendar days after an invoice is rendered or a debit is
effected by the Company for the call giving rise to such dispute or claim.

2.10.2 Any such notice must set forth sufficient facts to provide the Company with a reasonable
basis upon which to evaluate the Customer's claim or demand. Such notice must be sent to
the Company's Customer Service Department as per Section 2.11 of this Tariff. If the
Customer is not satisfied with the Company's resolution of a billing inquiry, the Customer may
make application to the Commission for review and disposition of the matter.

2.10.3 Failure of the Customer to participate in the Company's effort to resolve a dispute or claim
will constitute a waiver of the Customer's rights to a continuance of Service.
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SECTION 2 - RULES AND REGULATIONS

Customer Service Department

Customer correspondence must be addressed to the attention of the Customer Service Department
and sent to the appropriate office. The Customer may also contact the Company's Customer Service
Department by calling a toll free number, The Company's Customer Service address and toll free
number are printed on the Customer's bill. For Customers subscribing to calling card Service, the
Customer Service number is displayed on the card and provided in the information sent to the
Customer with the calling card. For Customers using Credit Card billing or automatic withdrawal from
the checking or savings account, the Company's Customer Service address and toll free number are
provided with the Customer's call detail. Customer Service Representatives are available from
6:00AM until 9:00PM Monday through Saturday Pacific Time.

Timing of Calis

Timing of calls begins when the called party answers the call (i.e. when two way communications are
established.) Answer detection is based on standard industry answer detection methods including
hardware answer supervision provided by the DUC and software answer detection. Chargeable time
ends when one of the parties disconnects from the call. There will be no charge for an incomplete call.

Initial and Additional Period

Calls are billed in various increments depending on the service subscribed to by the Customer. For
alf services, fractions of an increment are rounded up to the next highest increment. Initial period and
additional period are shown for each service in the rate tables. Different rates may be applicable to
a cali at different times of the day and on certain days of the week, as specified in the appropriate rate
schedule for that call. All times shown are local time at the calling station in the case of an outhound
call and at the cailed station in case of an inbound toll free call.

Determining Rate In Effect

For outbound Services that are time-of-day sensitive, the time-of-day at the central office or POP
associated with the calling station determines the rate in effect. For Toll Free Services that are time-
of-day sensitive, the time-of-day at the central office or POP associated with the called station
determines the rate in effect. If a unit of time is split between two (2) or more rate periods, each rate
period applies to the portion of the call that occurred during that rate period rounded to the nearest
billing increment. If a call is completed by an operator, the time at the beginning of each initial or
additional rate period determines the applicable rate period. When a message spans more than one
rate period, total charges for each rate period are calculated and the results for each rate period are
totaled to obtain the total message charge.
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SECTICN 2 - RULES AND REGULATIONS
2.16 Rounding

Each usage sensitive Switched Service has its own specific initial period and additional period
(collectively referred to as billing increments) as specified in Section 3 of this Tariff. For all Services,
fractions of a billing increment are rounded up to the next higher increment for billing purposes. The
usage charges for each completed call during a billing month will be computed. If the charge for the
call includes a fraction of a cent of $.005 or more, the fraction of such charge is rounded up to the next
higher whole cent. Otherwise, the charge is rounded down to the next lower whole cent. Rounding
for charges for Service(s) is on a call-by-call basis.

2.17 Taxes, Surcharges, and Fees

In addition to the charges specifically pertaining to services, certain federal, state, and local
surcharges, taxes, and fees apply to services. These taxes, surcharges, and fees are calculated based
upon the point of origination of the call, the point of termination of the call, the length of each call, and
the taxing jurisdiction's rules and regulations.

All federal, state, and local taxes, surcharges, and fees (i.e., sales tax, gross receipts tax, municipal
utilities tax, universal service fund assessments, etc.) are listed onthe Customer'sinvoices, and unless
otherwise specified herein, are not included in the rates listed in Subsection 4 of this Tariff.

2.18 Interruption of Service

2.18.1 Without incurring liability, the Company may interrupt the provision of Services at any time
in order for tests and inspections to be performed to assure compliance with Tariff regulations
and the proper installation and operation of Customer's equipment and facilities and may
continue such interruption until any items of non-compliance orimproper equipment operation
so identified are rectified.

2.18.2 To prevent possible unauthorized, fraudulent, or unlawful use of Service, the Company may
initiate Blocking of all calls or Blocking calis to or from certain NPA-NXXs, cities, orindividual
telephone stations for any Service offered under this Tariff. Service will be restored as soon
as it can be provided without undue risk and only after accounts have been brought current.

2.18.3 For Prepaid Services, the Company will not issue a credit for a call in which a wrong number,
cutoff, or poor transmission condition occurred. Prepaid Services are not subject to the credit
allowance set forth in Section 2.18.4 or 2.18.5.
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2.20

SECTION 2 - RULES AND REGULATIONS

Interruption of Service (continued)

2184

2.18.5

No credit for recurring monthly charges will be issued for outages less than twenty-four
consecutive hours in duration. For Customers with Service subject to a monthly recurring
charge, Service interruptions of greater than twenty-four (24) consecutive hours duration will
receive a credit equal to the number of hours of Service interruption divided by 720 hours
times the monthly recurring charge for the Service.

For Services, other than Prepaid Services, with usage-sensitive rates, credit allowances for
cutoff, wrong number, or poor transmission are subject to the general liability provisions set
forth in Section 2.3.1 of this Tariff. If the Customer desires a credit for any Service
interruption, the Customer must contact the Company via telephone or in writing. Before
giving such notice, the Customer shall ascertain that the trouble is not being caused by any
action or omission by the Customer within the Customer's control, or is not in wiring or
equipment, if any, furnished by the Customer.

Cancellation of Service By Customer

2.19.1

2.19.2

Prepaid Services may be canceled upon expiration of the account balance.

For all other Services, a Customer may cancel Service by giving five (5) days' written or oral
notice to the Company. Such notice should be addressed to the Company's Customer
Service organization at the telephone number or the address specified in Section 2.11.1 of
this Tariff.

Termination of Service By Company

2.201

2.20.2

The Company may terminate Service to the Customer upon five (5) days' verbal or written
notice to the Customer for any condition listed in Section 2.2 of this Tariff. If the Company
delivers the notice to the Customer's Premises, it will be ieft in a conspicuous place. When
notice is mailed, the notice will be addressed to the Customer's last known billing address and
mailed first class in a separate mailing or express overnight delivery. The selection of the
method of delivery of the notice is made by the Company.

The termination of Service(s) by the Company pursuant to this section does not relieve the
Customer of any obligations to pay the Company for charges due and owing for Service(s)
furnished up to the time of termination. The remedies set forth herein will not be exclusive
and the Company will at ail times be entitled to all rights available to it under either law or

equity.
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2.23

2.24

SECTION 2 - RULES AND REGULATIONS

Restoration of Services

The use and restoration of Services in emergencies will be in accordance with the priority system
specified in Part 64, Subpart D of the rules and regulations of the Federal Communications

Commission.
Notices

Any notices provided by Company pursuant to this Tariff are deemed given and effective upon the
earlier of (a) actual receipt by Customer or (b) three days after mailing if sent by mail, the day after
express overnight delivery, or the day the notice is left at the Customer's Premises.

Lost Or Stolen Calling Card, Authorization Code, or PIN

Upon knowledge of facts which would alert a reasonable person to the possibility of unauthorized use
of the Customer's calling card, Authorization Code, or PIN, the Customer will alert and give notice to
the Company of such facts. Upon receipt of notice, the Company will deactivate the Authorization
Code or PIN associated with the Service. If requested by the Customer, Authorization Code or a new
calling card and PIN will be issued to the Customer. The Customer will be excused from liability only
with respect to unauthorized calls placed after receipt of such notice by the Company.
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SECTION 3 - DESCRIPTION OF SERVICES

3.1 Prepaid Long Distance Service

3.1.1

Description of Service

Prepaid Long Distance Service is a prepaid telephone Service that allows Customers to
obtain a predetermined amount of access to the Company's long distance Services. The
Company does not serve as the Customer’s Primary Interexchange Carrier. Prepaid Long
Distance Service is available via a domestic TFAN and an Authorization Code. This Service
is a dollar based Service, meaning that there is a fixed amount of dollars (i.e., $5, $10, $20,
$50, or some other denomination) available to the Customer who purchases the Service.
Prepaid Long Distance Service is available to Residential Customers and Business
Customers. The Customer dials a domestic TFAN and hears recorded messages that guide
the Customer through the Platform. The Platform validates the Customer’'s Authorization
Code, determines whether sufficient time or value remains on the account and, if so,
completes the call to the called telephone number dialed by the Customer. The Customer
is verbally informed of the available balance of the account. The Customer may place calls
from any location where such access is made available at the sole discretion of the Carrier.
All Calls are billed in one minute increments subject to a minimum connect time of one
minute. All calls are rounded to the next highest minute.

Calls are real-time rated during call progression. The total price of each call, including
applicable taxes, is calculated on the basis of usage and any applicable recurring and non-
recurring charges. The total price is deducted from the available account balance associated
with each account. The Piatform decrements the Customer's account balance as the
Customer conducts a call. The Customer receives a warning tone one minute before the
balance reaches zero. Calls in progress will be terminated when there is an insufficient
balance to continue the call. Customer account balances may be increased at any time
during business hours or via an alternate automated system if and when such a system
becomes available. Once an account is exhausted, however, the Customer cannot complete
long distance calls using the Company’s Prepaid Long Distance Service until additional
Service is purchased. When the additional Service is purchased, the Customer may be
issued a new PIN. The Company offers various payment plans.
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SECTION 3 - DESCRIPTION OF SERVICES

3.2 Prepaid Calling Card Services

3.2.1

3.2.2

3.2.3

Description of Service

The Company's Prepaid Calling Card service is a prepaid long distance service that allows
Customer's to obtain a predetermined amount of access to the Company's long distance
services. The card is a dollar based service, meaning there is a fixed amount of dollars
(i.e.,.$5, $10, $20, $50, or some other denomination) available to the Customer who
purchases a card. Prepaid Calling Cards are available to Residential Customers and
Business Customers. Prepaid Calling Card service is offered via TFANs and is available to
a Cardholder from a touch tone phone. The Cardholder dials a TFAN and hears recorded
messages that guide the Cardholder through the Platform. The Platform validates the
Cardholder's PIN, determines whether time remains on the card and, if so, completes the call
to the called telephone number dialed by the Cardholder. The Cardholder is verbally
informed of the available balance of the Prepaid Calling Card account. All Calils are billed in
one minute increments subject to a minimum connect time of one minute. All calls are
rounded to the next highest minute.

Calls are real-time rated during call progression. The total price of each call, including
applicable taxes, is calculated on the basis of usage and is deducted from the available
account balance associated with each Prepaid Calling Card. The Platform debits the
Cardholder's account balance as the Cardholders places a call. The Cardholder receives a
warning tone one minute before the balance reaches zero. Calls in progress will be
terminated when the balance reaches zero. The Cardholder may access the network from
anywhere in the State by dialing a universal TFAN, a PIN, and the called telephone number.
A Prepaid Calling Card is not reusable once the usage has been exhausted.

Instructions Available In Multiple Languages

The Company may make available to the Cardholder different TFAN access numbers for
instructions in English or Spanish, or other languages as appropriate.

Sequential Calling

Sequential calling allows the Cardholder to make several calls without disconnecting from the
Platform after the completion of each call.
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33 Promotional Services

Prepaid Long Distance Service and Prepaid Calling Card Service are available on a promotional basis.
Promotional Services are available to Customers who intend to give the Service away to the End-
Users as either a premium or promotional item.
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4.1 Prepaid Long Distance Service
411 Rate Plans
Rate per Minute or Fraction Thereof
1st Minute Addt'! Minute
Option 1 0.25 .25
Option 2 1.07 07
Option 3 0.15 15
Option 4 1.07 07
4.2 Prepaid Calling Card Service
421 Usage Charges
Rate per Minute or Fraction Thereof
1st Minute Addt'l Minute
Option 1 0.25 .25
Option 2 1.07 07
Option 3 0.15 15
Option 4 1.07 .07
4.3  Prepaid Promotional Services
Rate per Minute or Fraction Thereof
1st Minute Addt'| Minute
Prepaid Long Distance 1.00 1.00
Prepaid Caliing Card 1.00 1.00
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SECTION 4 - RATES AND CHARGES

4.4  Miscellaneous Charges

441

4.4.2

Return Check Charge

A return check charge of $20.00, if the face value of the check does not exceed $50.00;
$30.00, if the face value is more than $50.00 but does not exceed $300.00; $40.00, if the face
value is more than $300.00, will be assessed for checks returned for having insufficient funds.

Payphone Surcharge

Pursuant to the FCC's Order in CC Docket 96-128, this surcharge applies only to dial-around
calls, i.e., calls originating using a carrier's access code, a Customer's 800 and other toll-free
numbers, calling cards, and prepaid phone card calls, from payphone instruments. This
surcharge does not apply for 0+ call for which the payphone provider would otherwise receive
compensation. For Prepaid Services, the Customer shall pay the Company a per call
surcharge of $0.50 per call for all such traffic.

4.5 Exemptions and Special Rates

451

Discounts for Hearing Impaired Customers

Pursuant to Section 25-4.079 (4) of the IXC Rules For Special Rates For Handicapped
Customers, a telephone toll message which is communicated using a telecommunications
devise for the deaf (TDD) by properly certified hearing or speech impaired persons or properly
certified business establishments or individuals equipped with TDDs for communicating with
hearing or speech impaired persons will receive, upon request, credit on charges for certain
intrastate toll charges placed between TDDs. The credit to be given on a subsequent bill for
such calis placed between TDDs will be equal to a 5% discount on dialed calls using Services
which have no time-of-day pricing element. Those dialed calls using a Service which have
a time-of-day pricing element will receive a credit on a subsequent bill equal to applying the
evening rate for calls placed during the daytime rate period and the night rates for evening
and night calls.

Pursuant to Section 25-4.160 (1) of the IXC Rules For Special Rates For Handicapped
Customers, a telephone toll message placed via the relay service will receive a discount of
fifty (50) percent of the time-sensitive element of the call. If either party is both hearing and
visually impaired, the discount will be sixty (60) percent of the time-sensitive element of the
call. The discounts do not apply to per call charges such as calling card surcharges.

Issue:; January 18, 2001 Effective:

Alfonso Lara, CFO
9444 Farnham St., Suite 200, San Diego, California 92123



Y]

Telmex USA, L.L.C. Florida Tariff No. 1
Criginal Page 42

SECTION 5 - PROMOTIONS

51 Promotions

The Company will, from time to time, offer one or more of the following promotional offerings or trial
Service offerings designed to attract new Customers, retain existing Customers, win back former
Customers, stimulate Customer usage, test potential new Services and/or increase existing Customer
awareness of Services by waiving or reducing certain rates, charges, fees, or penalties in response
to media advertising, direct mail solicitation, telemarketing and/or direct sales presentations. These
promotional offerings will be available to Customers who subscribe to one of the Services contained
in this Tariff. The promotional offerings may contain a requirement that the Customer remain
subscribed to a particular Service for a period not to exceed three years. These offerings may be
limited to certain dates, times of day and/or locations determined by the Company.
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