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Parque Vía 190

Colonia Cuauhtémoc

06599 México. D.F., México

Telephone: (5255) 5222-5144

(Address and telephone number of registrant�s principal executive offices)

CT Corporation System

111 Eighth Avenue, 13th Floor

New York, New York 10011

Telephone: (212) 590-9200

(Name, address and telephone number of agent for service)

Copies to:

Nicolas Grabar

Cleary, Gottlieb, Steen & Hamilton

One Liberty Plaza

New York, New York 10006

(212) 225-2000

Approximate date of commencement of proposed sale to the public:    From time to time after this registration statement becomes effective.

If the only securities being registered on this form are being offered pursuant to dividend or interest reinvestment plans, please check the
following box:    ¨

If any of the securities being registered on this form are to be offered on a delayed or continuous basis pursuant to Rule 415 under the Securities
Act of 1933, as amended, check the following box:    x
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If this form is filed to register additional securities for an offering pursuant to Rule 462(b) under the Securities Act, please check the following
box and list the Securities Act registration statement number of the earlier effective registration statement for the same offering:     ¨            

If this form is a post-effective amendment filed pursuant to Rule 462(c) under the Securities Act, check the following box and list the Securities
Act registration statement number of the earlier effective registration statement for the same offering:    ¨            

If delivery of the prospectus is expected to be made pursuant to Rule 434, please check the following box:    ¨

CALCULATION OF REGISTRATION FEE

Title of Each Class of

Securities to be Registered

Amount

to be
Registered(1)

Proposed Maximum
Offering Price
Per Unit(2)

Proposed Maximum
Aggregate Offering

Price(2)(3)

Amount of
Registration

Fee(5)

Debt securities U.S.$2,000,000,000 100% U.S.$2,000,000,000 U.S.$92,300

Series L common shares, without par
value (4)

(1) Includes debt securities that the underwriters may purchase solely to cover over-allotments, if any, and debt securities that are to be offered
outside the United States but may be resold from time to time in the United States in transactions subject to registration under the
Securities Act of 1933, as amended. The debt securities are not being registered for purposes of sales outside the United States.

(2) Estimated solely for the purposes of calculating the registration fee pursuant to Rule 457(a) under the Securities Act of 1933, as amended.

(3) Exclusive of accrued interest, if any.

(4) Such indeterminate number of Series L shares as may be issuable upon conversion of the debt securities registered hereunder. American
Depositary Shares, each representing 20 Series L shares, issuable upon conversion of the debt securities being registered hereunder, have
been or will be registered under a separate registration statement on Form F-6.

(5) Pursuant to Rule 457(p), we are offsetting the registration fee of U.S.$69,500 relating to the unsold securities previously registered
pursuant to our registration statement no. 333-10416 against the total registration fees currently due relating to this registration statement.
Registration statement no. 333-10416 was filed with the Securities and Exchange Commission on June 3, 1999.

We hereby amend this registration statement on such date or dates as may be necessary to delay its effective date until we will file a
further amendment that specifically states that this registration statement will thereafter become effective in accordance with section
8(a) of the Securities Act of 1933, as amended, or until the registration statement will become effective on such date as the Commission,
acting pursuant to said section 8(a), may determine.
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The information in this prospectus is not complete and may be changed. We may not sell these securities until the
registration statement filed with the Securities and Exchange Commission is effective. This prospectus is not an offer to
sell these securities and we are not soliciting offers to buy these securities in any State where the offer or sale is not
permitted.

Subject to completion, dated December 9, 2003

PROSPECTUS

U.S.$2,000,000,000

Teléfonos de México, S.A. de C.V.

Debt Securities

Teléfonos de México, S.A. de C.V., or Telmex, may offer debt securities pursuant to this prospectus from time to time with an aggregate initial
offering price of up to U.S.$2,000,000,000 (or the equivalent amount in other currencies, currency units or composite currencies). An
accompanying prospectus supplement will specify the terms of the debt securities.

We may sell these debt securities directly or to or through underwriters or dealers, and also to other purchasers or through agents. The names of
any underwriters or agents will be set forth in an accompanying prospectus supplement.

Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of these securities or
passed upon the accuracy or adequacy of this prospectus. Any representation to the contrary is a criminal offense.
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ABOUT THIS PROSPECTUS

This prospectus is part of a registration statement that we filed with the U.S. Securities and Exchange Commission (which we refer to as the
SEC) utilizing a �shelf� registration process. Under this shelf process, Telmex may sell or issue debt securities in one or more offerings with an
aggregate initial offering price of up to U.S.$2,000,000,000 (or the equivalent amount in other currencies, currency units or composite
currencies).

This prospectus provides you only with a general description of the debt securities that we may offer. Each time we offer securities pursuant to
this prospectus, we will attach a prospectus supplement to the front of this prospectus that will contain specific information about the particular
offering and the terms of those securities. The prospectus supplements may also add, update or change other information contained in this
prospectus. The registration statement that we filed with the SEC includes exhibits that provide more detail on the matters discussed in this
prospectus. Before you invest in any securities offered by this prospectus, you should read this prospectus, any related prospectus supplements
and the related exhibits filed with the SEC, together with the additional information described under the headings �Where You Can Find More
Information� and �Incorporation of Certain Documents by Reference.�

In this prospectus, unless otherwise specified or the context otherwise requires, references to �Telmex� mean Teléfonos de México, S.A. de C.V.
and its consolidated subsidiaries.

FORWARD LOOKING STATEMENTS

This prospectus contains forward-looking statements. We may from time to time make forward-looking statements in our reports to the SEC on
Form 20-F and Form 6-K, in our annual report to shareholders, in offering circulars and prospectuses, in press releases and other written
materials, and in oral statements made by our officers, directors or employees to analysts, institutional investors, representatives of the media
and others. Examples of such forward-looking statements include:

� projections of operating revenues, net income (loss), net income (loss) per share, capital expenditures, dividends, capital structure or
other financial items or ratios,

� statements of our plans, objectives or goals, including those relating to competition, regulation and rates,

� statements about our future economic performance or that of Mexico or other countries, and

� statements of assumptions underlying such statements.

Words such as �believe,� �anticipate,� �plan,� �expect,� �intend,� �target,� �estimate,� �project,� �predict,� �forecast,� �guideline,� �should� and similar expressions are
intended to identify forward-looking statements but are not the exclusive means of identifying them.
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Forward-looking statements involve inherent risks and uncertainties. We caution you that a number of important factors could cause actual
results to differ materially from the plans, objectives, expectations, estimates and intentions expressed in such forward-looking statements. These
factors include economic and political conditions and government policies in Mexico or elsewhere, inflation rates, exchange rates, regulatory
developments, technological improvements, customer demand and competition. We caution you that the foregoing list of factors is not exclusive
and that other risks and uncertainties may cause actual results to differ materially from those in forward-looking statements. For additional
information on factors that could cause our actual results to differ from expectations reflected in forward-looking statements, please see �Risk
Factors� in our SEC reports incorporated by reference in this prospectus.

Forward-looking statements speak only as of the date they are made. We do not undertake to update such statements in light of new information
or future developments.

You should evaluate any statements made by us in light of these important factors.
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TELMEX

We own and operate the largest telecommunications system in Mexico. We are the only nationwide provider of fixed-line telephony services and
the leading provider of fixed local and long distance telephone services as well as Internet access in Mexico. We also provide other
telecommunications and telecommunications-related services such as connectivity, Internet services, directory services, interconnection services
to other carriers and paging services.

For the year ended December 31, 2002, we had operating revenues of Ps.112,860 million and net income of Ps.19,568 million based on Mexican
GAAP. At September 30, 2003, we had total assets of Ps.162,791 million and total stockholders� equity of Ps.67,776 million based on Mexican
GAAP. At September 30, 2003, we had 15.4 million local fixed lines in service, up 8.5% over September 30, 2002. In long distance services, we
estimate that during December 2002, our share of traffic in cities open to competition was 73.3% for domestic long distance and 68.7% for
international long distance calls originating in Mexico. At September 30, 2003, we had 1.4 million Internet access accounts and 2.2 million
connectivity line equivalents.

Of our Ps.85,267 million of consolidated revenues for the nine months ended September 30, 2003, 46.8% was attributable to local service,
33.9% was attributable to long distance service and 15.2% was attributable to interconnection. Other services, including yellow pages and
equipment sales, accounted for 4.1% of these consolidated revenues.

Our principal executive offices are at Parque Via 190, Colonia Cuauhtémoc, 06599 México, D.F., México. Our telephone number is (5255)
5703-3990.

RATIO OF EARNINGS TO FIXED CHARGES

The following table sets forth our consolidated ratios of earnings to fixed charges for each year in the five-year period ended December 31,
2002, and for the nine-month period ended September 30, 2003, in accordance with Mexican GAAP and U.S. GAAP. Earnings for this purpose
consist of earnings before provision for income tax but after provision for employee profit sharing, plus fixed charges and depreciation of
capitalized interest and minus interest capitalized during the period. Fixed charges for this purpose consist of interest expense plus interest
capitalized during the period. Fixed charges do not take into account gain or loss from monetary position or exchange gain or loss attributable to
our indebtedness.

Year ended December 31, Nine month
period ended
September 30,

1998 1999 2000 2001 2002 2003

Mexican GAAP 3.5 4.2 4.6 6.7 6.5 7.0
U.S. GAAP 3.4 3.9 4.2 5.8 5.8 6.6

USE OF PROCEEDS
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Unless otherwise indicated in an accompanying prospects supplement, we intend to use the net proceeds from the sale of the debt securities for
general corporate purposes, including funding working capital and capital expenditures and repaying debt.

2
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LEGAL OWNERSHIP OF DEBT SECURITIES

In this prospectus and any prospectus supplement, we refer to those who have debt securities we are offering registered in their own names, on
the books that we or the trustee maintain for this purpose, as the holders of those debt securities. Those persons are the legal holders of those
debt securities. We refer to those who, indirectly through others, own beneficial interests in debt securities that are not registered in their own
names as indirect holders of those debt securities. As we discuss below, indirect holders are not legal holders, and investors in debt securities
issued in book-entry form or in street name will be indirect holders.

Book-Entry Holders

We will issue these debt securities in book-entry form. This means the debt securities will be represented by one or more global debt securities
registered in the name of a financial institution that holds them as depositary on behalf of other financial institutions that participate in the
depositary�s book-entry system. These participating institutions, in turn, hold beneficial interests in the debt securities on behalf of themselves or
their customers.

Under the indenture, only the person in whose name a debt security is registered is recognized as the holder of that debt security. Consequently,
for debt securities issued in global form, we will recognize only the depositary as the holder of the debt securities and we will make all payments
on the debt securities to the depositary. The depositary passes along the payments it receives to its participants, which in turn pass the payments
along to their customers who are the beneficial owners. The depositary and its participants do so under agreements they have made with one
another or with their customers; they are not obligated to do so under the terms of the debt securities.

As a result, investors will not own debt securities directly. Instead, they will own beneficial interests in a global debt security through a bank,
broker or other financial institution that participates in the depositary�s book-entry system or holds an interest through a participant. As long as
the debt securities are issued in global form, investors will be indirect holders, and not holders, of the debt securities.

Street Name Holders

If in the future we terminate the global debt securities, investors may choose to hold their debt securities in their own names or in street name.
Debt securities held by an investor in street name would be registered in the name of a bank, broker or other financial institution that the investor
chooses, and the investor would hold only a beneficial interest in those debt securities through an account he or she maintains at that institution.

For debt securities held in street name, we will recognize only the intermediary banks, brokers and other financial institutions in whose names
the debt securities are registered as the holders of those debt securities and we will make all payments on those debt securities to them. These
institutions pass along the payments they receive to their customers who are the beneficial owners, but only because they agree to do so in their
customer agreements or because they are legally required to do so. Investors who hold debt securities in street name will be indirect holders, not
holders, of those debt securities.
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Legal Holders

Our obligations, as well as the obligations of the trustee and those of any third parties employed by us or the trustee, run only to the holders of
the debt securities. We do not have obligations to investors who hold beneficial interests in global debt securities, in street name or by any other
indirect means. This will be the case whether an investor chooses to be an indirect holder of a debt security or has no choice because we are
issuing the debt securities only in global form.

For example, once we make a payment or give a notice to the holder, we have no further responsibility for the payment or notice even if that
holder is required, under agreements with depositary participants or customers or by law, to pass it along to the indirect holders but does not do
so. Similarly, if we want to obtain the approval of the holders for any proposal�for example, to amend the indenture or to relieve us of the
consequences of a default or of our obligation to comply with a particular provision of the indenture�we would seek the approval only from the

3
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holders, and not from the indirect holders, of the debt securities. Whether and how the holders contact the indirect holders is up to the holders.

When we refer to you, we mean those who invest in the debt securities being offered by this prospectus, whether they are the holders or only
indirect holders of those debt securities. When we refer to your debt securities, we mean the debt securities in which you hold a direct or indirect
interest.

Special Considerations for Indirect Holders

If you hold debt securities through a bank, broker or other financial institution, either in book-entry form or in street name, you should check
with your own institution to find out:

� how it handles securities payments and notices;

� whether it imposes fees or charges;

� how it handles voting, if applicable;

� whether and how you can instruct it to send you debt securities registered in your own name so you can be a direct holder of debt
securities, if that is permitted in the future;

� how and when you should notify it to exercise on your behalf any rights or options that may exist under the debt securities;

� how it would pursue rights under the debt securities if there were a default or other event triggering the need for holders to act to
protect their interests; and

� if the debt securities are in book-entry form, how the depositary�s rules and procedures will affect these matters.

We Will Issue the Debt Securities in Global Form

Any debt securities we issue in book-entry, or global, form will be represented, at least initially, by one or more global debt securities.

What Is a Global Debt Security
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A global debt security is a debt security that we deposit with and register in the name of a financial institution, or its nominee, that we select. The
financial institution that we select for this purpose is called the depositary. We have selected The Depository Trust Company of New York, New
York, known as DTC, to be the depositary for the debt securities, at least initially.

A global debt security may not be transferred to or registered in the name of anyone other than the depositary or its nominee, unless special
termination situations arise. We describe those situations below under ��Special Situations When a Global Debt Security Will be Terminated.� As a
result of those arrangements, the depositary, or its nominee, will be the sole registered owner and holder of all the debt securities, and investors
will be permitted only to own beneficial interests in a global debt security. Beneficial interests must be held by means of an account with a
broker, bank or other financial institution that in turn has an account with the depositary or has an account with another institution that does.
Thus, an investor whose debt security is represented by a global debt security will not be a holder of the debt security, but only an indirect holder
of a beneficial interest in the global debt security.

The debt securities will be represented by one or more global debt securities, except in certain limited circumstances. We describe these
situations below under ��Special Situations When a Global Debt Security Will

4
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be Terminated.� If termination occurs, we may issue the debt securities through another book-entry clearing system or decide that the debt
securities may no longer be held through any book-entry clearing system.

Special Considerations for Global Debt Securities

As an indirect holder, an investor�s rights relating to a global debt security will be governed by the account rules of the investor�s financial
institution and of the depositary, as well as general laws relating to securities transfers. We do not recognize this type of investor as a holder of
debt securities and instead deal only with the depositary that holds the global debt security.

Because the debt securities will be issued only in the form of global debt securities, an investor should be aware of the following:

� An investor cannot cause the debt securities to be registered in his or her own name, and cannot obtain non-global certificates for his
or her interest in the debt securities, except in the special situations we describe below.

� An investor will be an indirect holder and must look to his or her bank or broker for payments on the debt securities and protection of
his or her legal rights relating to the debt securities, as we describe above under ��Legal Ownership of Debt Securities.�

� An investor may not be able to sell interests in the debt securities to some insurance companies and other institutions that are required
by law to own their securities in non-book-entry form.

� An investor may not be able to pledge his or her interest in a global debt security in circumstances where certificates representing the
debt securities must be delivered to the lender or other beneficiary of the pledge in order for the pledge to be effective.

� The depositary�s policies, which may change from time to time, will govern payments, transfers, exchanges and other matters relating
to an investor�s interest in a global debt security. We and the trustee have no responsibility for any aspect of the depositary�s actions or
for its records of ownership interests in a global debt security. We and the trustee also do not supervise the depositary in any way.

� The depositary will require that those who purchase and sell interests in a global debt security within its book-entry system use
immediately available funds.

� Financial institutions that participate in the depositary�s book-entry system, and through which investors hold their interests in the
global debt securities, may also have their own policies affecting payments, notices and other matters relating to the debt securities.
There may be more than one financial intermediary in the chain of ownership for an investor. We do not monitor and are not
responsible for the actions of any of those intermediaries.

Special Situations When a Global Debt Security Will Be Terminated

In a few special situations described below, a global debt security will be terminated and interests in it will be exchanged for certificates
representing the debt securities previously represented by the global debt security. After that exchange, the choice of whether to hold the debt

Edgar Filing: TELEFONOS DE MEXICO S A DE C V - Form F-3

Table of Contents 15



securities directly or in street name will be up to each investor. Investors must consult their own banks and brokers to find out how to have their
interests in a global debt security transferred on termination to their own names, so that they will be holders. We have described the rights of
holders and street name investors above under ��Legal Ownership of Debt Securities.�

The special situations for termination of the global debt securities are:

� if the depositary notifies us that it is unwilling or unable to continue as depositary and we fail to appoint a successor depositary;

5
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� if we notify the trustee that we elect to terminate the global debt securities; or

� if an event of default has occurred and is continuing; we discuss defaults later under ��Default, Remedies and Waiver of Default.�

If a global debt security is terminated, only the depositary, and not we or the trustee, is responsible for deciding the names of the institutions in
whose names the debt securities represented by the global debt security will be registered and, therefore, who will be the holders of those debt
securities.

You Can Hold Interests in Global Debt Securities Through Euroclear or Clearstream, Luxembourg, as Indirect Participants in DTC

As long as DTC is the depositary for the global debt securities, you may hold an interest in a global debt security through any organization that
participates, directly or indirectly, in the DTC system, including the Euroclear and Clearstream, Luxembourg. If you are a participant in either of
those systems, you may hold your interest directly in that system. If you are not a participant, you may hold your interest indirectly through
organizations that are participants in that system.

Euroclear and Clearstream, Luxembourg are securities clearance systems in Europe, and they participate indirectly in DTC. Euroclear and
Clearstream, Luxembourg will hold interests in the global debt securities on behalf of the participants in their systems, through securities
accounts they maintain in their own names with their depositories for their customers. Those depositories, in turn, are participants in DTC and
hold those interests in securities accounts they maintain in their own names with DTC. Euroclear and Clearstream, Luxembourg clear and settle
securities transactions between their participants through electronic, book-entry delivery of securities against payment.

DTC Rules Will Also Apply to Debt Securities Held Through Euroclear and Clearstream, Luxembourg

If you hold an interest in a global debt security through Euroclear and Clearstream, Luxembourg that system will credit the payments we make
on your debt security to the account of your Euroclear and Clearstream, Luxembourg participant in accordance with that system�s rules and
procedures. The participant�s account will be credited only to the extent that the system�s depositary receives these payments through the DTC
system. Payments, notices and other communications or deliveries relating to the debt securities, if made through Euroclear or Clearstream,
Luxembourg, must comply not only with the rules and procedures of those systems, but also with the rules and procedures of DTC, except as
described below.

Trading in the debt securities between Euroclear participants or between Clearstream, Luxembourg participants will be governed only by the
rules and procedures of that system. We understand that, at present, those systems� rules and procedures applicable to trades in conventional
eurobonds will apply to trades in the debt securities, with settlement in immediately available funds.

Special Considerations for Cross-Market Transfers
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Subject to the transfer restrictions applicable to the debt securities described above, cross-market transfer of debt securities�i.e., transfers between
investors who hold or will hold their interests through Euroclear or Clearstream, Luxembourg, on the one hand, and investors who hold or will
hold their interests through DTC but not through Euroclear or Clearstream, Luxembourg, on the other hand�will be governed by DTC�s rules and
procedures in addition to those of Euroclear or Clearstream, Luxembourg. If you hold your debt security through Euroclear or Clearstream,
Luxembourg and you wish to complete a cross-market transfer, you will need to deliver transfer instructions and payment, if applicable, to
Euroclear or Clearstream, Luxembourg, through your participant, and that system in turn will need to deliver them to DTC, through that system�s
depositary.

Because of time-zone differences between the United States and Europe, any debt securities you purchase through Euroclear or Clearstream,
Luxembourg in a cross-market transfer will not be credited to your account at your Euroclear or Clearstream, Luxembourg participant until the
business day after the DTC settlement date. For

6
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the same reason, if you sell debt securities through Euroclear or Clearstream, Luxembourg in a cross-market transfer, your cash proceeds will be
received by the depositary for that system on the DTC settlement date but will not be credited to your participant�s account until the business day
following the DTC settlement date. In this context, �business day� means a business day for Euroclear or Clearstream, Luxembourg.

The description of the clearing and settlement systems in this section reflects our understanding of the rules and procedures of DTC, Euroclear
or Clearstream, Luxembourg as currently in effect. Those systems could change their rules and procedures at any time. We have no control over
those systems, and we take no responsibility for their activities.

7
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DESCRIPTION OF DEBT SECURITIES

In this section, references to �we,� �us� and �our� refer to Teléfonos de México, S.A. de C.V. only and do not include our consolidated
subsidiaries. References to holders mean those who have debt securities registered in their own names, on the books that we or the trustee
maintain for this purpose, and not those who own beneficial interests in debt securities issued in book-entry form through The Depository Trust
Company or in debt securities registered in street name. Owners of beneficial interests in the debt securities should read the subsection entitled
��Legal Ownership of Debt Securities.� The specific terms of any series of debt securities issued under this prospectus will be described in the
prospectus supplement applicable to the particular issuance.

The Debt Securities Will Be Issued Under an Indenture

Any debt securities we offer will be governed by an indenture. An indenture is a contract between a trustee and us. The trustee has two main
roles.

� First, the trustee can enforce your rights against us if we default. There are some limitations on the extent to which the trustee acts on
your behalf, which we describe below under ��Default, Remedies and Waiver of Default.�

� Second, the trustee performs administrative duties for us, such as sending you interest payments and notices.

Unless otherwise specified in the applicable prospectus supplement we will issue debt securities under (i) an indenture between us and Citibank,
N.A., as trustee, as supplemented by a second supplemental indenture between us and Citibank, N.A., as trustee, which we refer to as the
Citibank indenture or (ii) an indenture between us and JPMorgan Chase Bank, as trustee, which we refer to as the JPMorgan Chase indenture.
The indentures and their associated documents, including the debt securities we are offering, contain the full legal text of the matters
summarized in this section. We have filed copies of the indentures with the SEC as exhibits to the registration statement of which this prospectus
forms a part. Upon request, we will provide you with copies of the indentures. See �Where You Can Find More Information� above for
information on how to obtain copies.

This Description Is Only a Summary

The following section summarizes material terms of the debt securities that are common to all series and to each of the indentures, unless
otherwise indicated in this section or in the prospectus supplement relating to a particular series. In the following section, we sometimes refer to
the indentures collectively as the �indenture.� In addition, we sometimes refer to Citibank, N.A. and JPMorgan Chase Bank collectively as the
�trustee.�

Because this section is a summary, it does not describe every aspect of the debt securities. This summary is subject to and qualified in its entirety
by reference to all the provisions of the indenture, including the definition of various terms used in the indenture. For example, we describe the
meanings for only the more important terms that have been given special meanings in the indenture. We also include references in parentheses to
some sections of the indenture. Whenever we refer to particular sections or defined terms of the indenture in this prospectus or in any prospectus
supplement, those sections or defined terms are incorporated by reference herein or in such prospectus supplement.
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The indenture and the debt securities are governed by New York law. We have consented in the indenture to the non-exclusive jurisdiction of
any U.S. federal and state courts sitting in the borough of Manhattan in the City of New York. (Section 114)

How the Debt Securities Rank Against Other Debt

The debt securities will not be secured by any of our property or assets or any property or assets of any of our subsidiaries. Thus, by owning
these debt securities, you are one of our unsecured creditors. These debt securities will not be subordinated or senior to any of our other
unsecured debt obligations. This means that, in a

8
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bankruptcy or liquidation proceeding against us, these debt securities would rank equally in right of payment with all our other unsecured and
unsubordinated debt.

Stated Maturity and Maturity

The day on which the principal amount of the debt securities is scheduled to become due is called the stated maturity of the principal. The
principal may become due sooner, by reason of redemption or acceleration after a default. The day on which the principal actually becomes due,
whether at the stated maturity or earlier, is called the maturity of the principal.

We also use the terms �stated maturity� and �maturity� to refer to the dates when interest payments become due. For example, we may refer to a
regular interest payment date when an installment of interest is scheduled to become due as the �stated maturity� of that installment. When we
refer to the �stated maturity� or the �maturity� of the debt securities without specifying a particular payment, we mean the stated maturity or
maturity, as the case may be, of the principal.

Payment of Additional Amounts

We are required by Mexican law to deduct Mexican withholding taxes from payments of interest to investors who are not residents of Mexico
for tax purposes, and, we will pay additional amounts on those payments to the extent described in this subsection.

We will pay to holders of the debt securities all additional amounts that may be necessary so that every net payment of interest or principal to the
holder will not be less than the amount provided for in the debt securities of that series. By net payment, we mean the amount we or our paying
agent pay the holder after deducting or withholding an amount for or on account of any present or future taxes, duties, assessments or other
governmental charges imposed with respect to that payment by a Mexican taxing authority.

Our obligation to pay additional amounts is subject to several important exceptions, however. We will not pay additional amounts to any holder
for or on account of any of the following:

� any taxes, duties, assessments or other governmental charges imposed solely because at any time there is or was a connection between
the holder and Mexico (other than the mere receipt of a payment or the ownership or holding of a debt security);

� any estate, inheritance, gift or similar tax, assessment or other governmental charge imposed with respect to the debt securities;

� any taxes, duties, assessments or other governmental charges imposed solely because the holder or any other person fails to comply
with any certification, identification or other reporting requirement concerning the nationality, residence, identity or connection with
Mexico of the holder or any beneficial owner of the debt security if compliance is required by law, regulation or by an applicable
income tax treaty to which Mexico is a party, as a precondition to exemption from, or reduction in the rate of, the tax, assessment or
other governmental charge and we have given the holders at least 30 days� notice that holders will be required to provide such
information and identification;
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� any tax, duty, assessment or other governmental charge payable otherwise than by deduction or withholding from payments on the
debt securities;

� any taxes, duties, assessments or other governmental charges with respect to such debt security presented for payment more than 15
days after the date on which such payment became due and payable or the date on which payment thereof is duly provided for and
notice thereof given to holders, whichever occurs later, except to the extent that the holder of such debt security would have been
entitled to such additional amounts on presenting such debt security for payment on any date during such 15-day period; and
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� any payment on such debt security to a holder that is a fiduciary or partnership or a person other than the sole beneficial owner of any
such payment, to the extent that a beneficiary or settlor with respect to such fiduciary, a member of such a partnership or the beneficial
owner of the payment would not have been entitled to the additional amounts had the beneficiary, settlor, member or beneficial owner
been the holder of such debt security. (Section 1009)

The limitations on our obligations to pay additional amounts stated in the third bullet point above will not apply if the provision of information,
documentation or other evidence described in the applicable bullet point would be materially more onerous, in form, in procedure or in the
substance of information disclosed, to a holder or beneficial owner of a debt security, taking into account any relevant differences between U.S.
and Mexican law, regulation or administrative practice, than comparable information or other reporting requirements imposed under U.S. tax
law (including the United States-Mexico Income Tax Treaty), regulation (including proposed regulations) and administrative practice. (Section
1009)

Applicable Mexican regulations currently allow us to withhold at a reduced rate, provided we comply with certain information reporting
requirements. Accordingly, the limitations on our obligations to pay additional amounts stated in the third bullet point above also will not apply
unless (a) the provision of the information, documentation or other evidence described in the applicable bullet point is expressly required by the
applicable Mexican regulations, (b) we cannot obtain the information, documentation or other evidence necessary to comply with the applicable
Mexican regulations on our own through reasonable diligence, and (c) we otherwise would meet the requirements for application of the
applicable Mexican regulations.

In addition, such third bullet point does not require that any person, including any non-Mexican pension fund, retirement fund or financial
institution, register with the Ministry of Finance and Public Credit to establish eligibility for an exemption from, or a reduction of, Mexican
withholding tax.

We will provide the trustee with documentation satisfactory to the trustee evidencing the payment of Mexican taxes in respect of which we have
paid any additional amount. We will make copies of such documentation available to the holders of the debt securities or the relevant paying
agent upon request. (Section 1009(a))

Any reference in this prospectus, the indenture, the supplemental indenture or the debt securities to principal, premium, interest or any other
amount payable in respect of any debt security by us will be deemed also to refer to any additional amount that may be payable with respect to
that amount under the obligations referred to in this subsection. (Section 1009(e))

In the event that additional amounts actually paid with respect to the debt securities pursuant to the preceding paragraphs are based on rates of
deduction or withholding of withholding taxes in excess of the appropriate rate applicable to the holder of such debt securities, and as a result
thereof such holder is entitled to make a claim for a refund or credit of such excess from the authority imposing such withholding tax, then such
holder shall, by accepting such debt securities, be deemed to have assigned and transferred all right, title and interest to any such claim for a
refund or credit of such excess to us. However, by making such assignment, the holder makes no representation or warranty that we will be
entitled to receive such claim for a refund or credit and incurs no other obligation with respect thereto. (Section 1009(d))

Optional Redemption
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We will not be permitted to redeem the debt securities we are offering before their stated maturity, except as we describe below. The debt
securities will not be entitled to the benefit of any sinking fund�that is, we will not deposit money on a regular basis into any separate custodial
account to repay your debt securities. In addition, you will not be entitled to require us to buy your debt securities from you before their stated
maturity except as described below under ��Repurchase at the Option of Holders.� (Section 1101(a))

Unless otherwise indicated in the applicable prospectus supplement, we will be entitled, at our option, to redeem some or all of the outstanding
debt securities of any series from time to time at the redemption price set forth
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in the applicable prospectus supplement. If the debt securities of any series are redeemable only on or after a specified date or upon the
satisfaction of additional conditions, the prospectus supplement will specify the date or describe the conditions. In each case we will also pay
you accrued and unpaid interest, if any, through the redemption date. Debt securities will stop bearing interest on the redemption date, even if
you do not collect your money.

Tax Redemption

If, as a result of any amendment to, or change in, the laws (or any rules or regulations thereunder) of Mexico or any political subdivision or
taxing authority thereof or therein affecting taxation, or any amendment to or change in or official interpretation or application of such laws,
rules or regulations, which amendment to or change of such laws, rules or regulations becomes effective on or after the date on which a series of
debt securities is issued, we would be obligated, after taking such measures as we may consider reasonable to avoid this requirement, to pay
additional amounts in excess of those attributable to a Mexican withholding tax rate of 10% with respect to any series of debt securities (see
��Additional Amounts� and �Taxation�Mexican Tax Considerations�), then, at our option, all, but not less than all, of the debt securities of such series
may be redeemed at any time on giving not less than 30 nor more than 60 days� notice at a redemption price equal to 100% of the outstanding
principal amount, plus accrued and unpaid interest and any additional amounts due thereon, up to but not including the date of redemption
(subject to the right of holders on the relevant record date to receive interest due (if any) on the relevant interest payment date); provided,
however, that (1) no notice of redemption for tax reasons may be given earlier than 90 days prior to the earliest date on which we would be
obligated to pay these additional amounts if a payment on the debt securities of such series were then due, and (2) at the time such notice of
redemption is given such obligation to pay such additional amounts remains in effect. (Section 1101(c))

Prior to the publication of any notice of redemption pursuant to this provision, we will deliver to the trustee:

� a certificate signed by one of our duly authorized representatives stating that we are entitled to effect the redemption and setting forth
a statement of facts showing that the conditions precedent to our right to redeem have occurred, and

� an opinion of Mexican legal counsel (which may be our counsel) of recognized standing to the effect that we have or will become
obligated to pay such additional amounts as a result of such change or amendment. (Section 1101(d))

This notice, once delivered by us to the trustee, will be irrevocable. (Section 1102)

We will give notice to DTC pursuant to the provisions described under ��Notices� of any redemption we propose to make at least 30 days (but not
more than 60 days) before the redemption date.

Repurchase at the Option of Holders

In the event of any change in control (as defined below) occurring prior to the maturity date of the debt securities, each holder of debt securities
will have the right, at the holder�s option, to require us to repurchase all or any portion (provided that such portion is U.S.$1,000 or an integral
multiple thereof) of the principal amount of the holder�s debt securities on the date that is 60 days after the date we provide notice of the change
in control, at a cash price equal to the sum of
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� 100% of the principal amount of, and any premium on, the debt securities being repurchased,

� accrued and unpaid interest thereon to but not including the holder repurchase date,

� any original issue discount applicable to such security, and

� any additional amounts that would otherwise be payable. (Section 1301)

11

Edgar Filing: TELEFONOS DE MEXICO S A DE C V - Form F-3

Table of Contents 27



Table of Contents

Within seven business days after the occurrence of a change in control, we are obligated to mail to the trustee and to all holders of debt securities
at their addresses shown in the register of the registrar a notice regarding the change in control, stating, among other things:

� the date and time on which the repurchase right must be exercised,

� the applicable repurchase price,

� the repurchase date,

� the procedures that holders of debt securities must follow to exercise the repurchase right,

� the conversion rate then in effect, if applicable, and the procedures that holders of debt securities must follow to exercise the right to
convert the principal amount of the securities to be repurchased, and

� the place that debt securities must be surrendered for redemption and payment of the repurchase price. (Section 1302(a))

To exercise this right, the holder must deliver written notice to the trustee or to any other office or agency maintained for that purpose of the
exercise of the repurchase right prior to the close of business on the repurchase date. The repurchase notice must state among other things:

� the portion of the principal amount at maturity of debt securities to be repurchased, and

� a statement that an election to exercise the repurchase right is being made. (Section 1302(b))

Any repurchase notice may be withdrawn by the holder by a written notice of withdrawal delivered to the trustee or to any other office or agency
maintained for that purpose on or prior to the holder repurchase date. The notice of withdrawal shall state the principal amount at maturity to
which the withdrawal notice relates and the principal amount at maturity, if any, that remains subject to the original repurchase notice. (Section
1302(b))

Payment of the repurchase price for debt securities for which a repurchase notice has been delivered and not withdrawn is conditioned upon
delivery of the debt securities to the trustee or to any other office or agency maintained for that purpose, at any time (whether prior to, on or after
the repurchase date) after delivery of the holder repurchase notice. Payment of the repurchase price for the debt securities will be made promptly
following the later of the repurchase date or the time of delivery of the debt securities. If the trustee holds in accordance with the indenture,
money sufficient to pay the repurchase price of the debt securities on the repurchase date, on and after the repurchase date, the debt securities
will cease to be outstanding and interest thereon will cease to accrue, whether or not the debt securities are delivered to the trustee or to any
other office or agency maintained for that purpose, and all other rights of the holders of such debt securities shall terminate, other than the right
to receive the repurchase price upon delivery of such debt securities. (Section 1302(c))

A change in control will be deemed to have occurred if, at any time after the date of the indenture, any person (including any group deemed to
be a �person� under Section 13(d)(3) of the Exchange Act), together with any affiliates or related persons will beneficially own (determined in
accordance with Rule 13d-3 under the Exchange Act, as in effect on the date of original execution of the indenture), directly or indirectly, shares
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of our capital stock entitling that person to exercise 50% or more of the total voting power of all of our shares of capital stock entitled to vote
generally in elections of directors. However, a change in control will not be deemed to have occurred if such person, together with its affiliates
or related persons, is any of Carso Global Telecom, any of its subsidiaries or one or more of the members of the family of Carlos Slim Helú who
were beneficial owners of the shares of Carso Global Telecom at the date of the indenture. (Section 1303(b))

As used herein, �affiliate� of any person means any other person directly or indirectly controlling or controlled by or under direct or indirect
common control with such person, and �related person� of any person means any other person directly or indirectly owning:
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� 10% or more of the outstanding common stock of such person (or, in the case of a person that is not a corporation, 10% or more of the
equity interest in such person), or

� 10% or more of the combined voting power of the voting stock of such person. (Section 101 and Section 1303(c))

Mergers and Similar Transactions

We may not consolidate with or merge into any other person or, directly or indirectly, transfer, convey, sell, lease or otherwise dispose of our
properties and assets substantially as an entirety and may not permit any person to consolidate with or merge into us, unless all of the following
conditions are met:

� Immediately after the transaction, no default under the debt securities has occurred and is continuing. For this purpose, �default under
the debt securities� means an event of default or an event that would be an event of default with respect to any series of debt securities
if the requirements for giving us default notice and for our default having to continue for a specific period of time were disregarded.
We describe these matters below under ��Default, Remedies and Waiver of Default.�

� If we are not the successor person in the transaction, the successor is organized and validly existing under the laws of Mexico or the
United States or any political subdivision thereof and expressly assumes our obligations under the debt securities or the indenture.

� We have delivered to the trustee an officers� certificate and opinion of counsel, each stating, among others, that the transaction
complies with the indenture. (Section 801)

If the conditions described above are satisfied, we will not need to obtain the approval of the holders in order to merge or consolidate or to sell or
otherwise dispose of our properties and assets substantially as an entirety. Also, these conditions will apply only if we wish to merge into or
consolidate with another person or sell or otherwise dispose of our properties and assets substantially as an entirety. We will not need to satisfy
these conditions if we enter into other types of transactions, including any transaction in which we acquire the stock or assets of another person,
any transaction that involves a change of control of our company but in which we do not merge or consolidate and any transaction in which we
sell or otherwise dispose of our assets less than substantially as an entirety.

Restrictive Covenants

    Restrictions on Liens

In the indenture, we promise not to, or to allow our restricted subsidiaries to, create, incur, issue or assume any liens on our restricted property to
secure debt where the debt secured by such liens, plus the aggregate amount of our attributable debt and that of our restricted subsidiaries in
respect of sale and leaseback transactions, would exceed an amount equal to an aggregate of 12% of our consolidated net tangible assets, as
defined in the indenture, unless we secure the debt securities equally with, or prior to, the debt secured by such liens. This restriction does not
apply to the following:
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� liens on restricted property acquired and existing on the date the property was acquired or arising after such acquisition pursuant to
contractual commitments entered into prior to such acquisition;

� liens on any restricted property securing debt incurred or assumed for the purpose of financing its purchase price or the cost of its
construction, improvement or repair, provided that such lien attaches to the restricted property within 12 months of its acquisition or
the completion of its construction, improvement or repair and does not attach to any other restricted property;
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� liens existing on any restricted property of any restricted subsidiary prior to the time that the restricted subsidiary became a subsidiary
of ours or liens arising after that time under contractual commitments entered into prior to and not in contemplation of that event;

� liens on any restricted property securing debt owed by a subsidiary of ours to us or to another of our subsidiaries; and

� liens arising out of the refinancing, extension, renewal or refunding of any debt described above, provided that the aggregate principal
amount of such debt is not increased and such lien does not extend to any additional restricted property. (Section 1007)

�Restricted property� means (1) any lines, exchanges, switching equipment, transmission equipment (including satellites), cables, microwave
equipment and related facilities, whether owned as of the date of the indenture or acquired after that date, used in connection with the provision
of telecommunications services in Mexico, including any land, buildings, structures and other equipment or fixtures that constitute any such
facility, owned by us or our restricted subsidiaries and (2) any share of capital stock of one of our restricted subsidiaries. Our �restricted
subsidiaries� are those subsidiaries that own restricted property. (Section 101)

    Restrictions on Sales and Leasebacks

In the indenture, we promise that neither we nor any of our restricted subsidiaries will enter into any sale and leaseback transaction without
effectively providing that the debt securities will be secured equally and ratably with or prior to the sale and leaseback transaction, unless:

� the aggregate principal amount of all debt then outstanding that is secured by any lien on any restricted property that does not ratably
secure the debt securities (excluding any secured indebtedness permitted under ��Restrictions on Liens�) plus the aggregate amount of
our attributable debt and the attributable debt of our restricted subsidiaries in respect of sale and leaseback transactions then
outstanding would not exceed an amount equal to 12% of our consolidated net tangible assets; or

� we or one of our restricted subsidiaries within 12 months of the sale and leaseback transaction retire an amount of our secured debt
which is not subordinate to the debt securities in an amount equal to the greater of (1) the net proceeds of the sale or transfer of the
property or other assets that are the subject of the sale and leaseback transaction or (2) the fair market value of the restricted property
leased. (Section 1008)

A �sale and leaseback transaction� for purposes of this subsection is an arrangement between us or one of our restricted subsidiaries and a bank,
insurance company or other lender or investor where we or our restricted subsidiary lease a restricted property for an initial term of three years
or more that was or will be sold by us or our restricted subsidiary to that lender or investor for a sale price of U.S.$1,000,000 or its equivalent or
more. �Attributable debt� means the lesser of (a) the fair market value of the asset subject to the sale and leaseback transaction and (b) the present
value discounted at a rate set forth in the indenture of the obligations of the lessee for net rental payments (excluding amounts on account of
maintenance and repairs, insurance, taxes, assessments and similar charges and contingent rents) during the term of the lease. (Section 101)

    Maintenance of Business

We are required to maintain the business of providing a public telecommunications network as one of our principal businesses. (Section 1006)
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    Statement of Our Officers as to Default

We will, within 120 days after the end of each fiscal year, file with the trustee an officer�s certificate stating, whether or not, to the best of such
officer�s knowledge, we are in default. If any of our officers discovers that a default or event of default is continuing, we will file a certificate
with the trustee describing the details thereof and the action we are taking or propose to take. (Section 1004)

    Provision of Information

We will file with the trustee copies of our annual report and the information, documents and other reports that we are required to file with the
SEC pursuant to Sections 12, 13 or 15(d) of the Exchange Act. (Section 1005)

Default, Remedies and Waiver of Default

You will have special rights if an event of default with respect to the series of debt securities you hold occurs and is not cured, as described in
this subsection.

    Events of Default

When we refer to an event of default with respect to any series of debt securities, we mean any of the following:

� we do not pay the principal of any debt securities of that series on its due date;

�
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