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Shares of common stock New York Stock Exchange*

* Not for trading, but only in connection with the registration of American depositary shares, pursuant to the
requirements of the United States Securities and Exchange Commission.
Securities registered or to be registered pursuant to Section 12(g) of the Act:
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None
Securities for which there is a reporting obligation pursuant to Section 15(d) of the Act:
None
Indicate the number of outstanding shares of each of the issuer s classes of capital or common stock as of the
close of the period covered by the Annual Report:
Shares of common stock 93,101,240 shares
Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or
15(d) of the Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that
the registrant was required to file such reports), and (2) has been subject to such filing requirements for the
past 90 days.
Yes [X] No [ ]

Indicate by check mark which financial statement item the registrant has elected to follow:

Item17[ ] Item 18 [X]
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FORWARD-LOOKING INFORMATION

This Annual Report contains various forward-looking statements within the meaning of Section 27A of the
Securities Act of 1933, as amended (the Act ), and Section 21E of the Securities Exchange Act of 1934, as amended
(the Exchange Act ), including statements regarding, among other things, the financial performance and operating
plans for Grupo lusacell, S.A. de C.V. These statements are based upon the current beliefs of our management, as well
as on assumptions made by management based upon information currently available to it. The words believe,  expect,

likely and anticipate and similar expressions identify some of these forward-looking statements. These statements are

subject to various risks and uncertainties and other factors which may cause our actual results, performance or
achievements to be materially different from any future results, performance or achievements expressed or implied by
such forward-looking statements. Should management s assumptions prove incorrect, actual results may vary
materially and adversely from those anticipated or projected. Readers are cautioned not to place undue reliance on
such forward-looking statements, which speak only as of their respective dates. We undertake no obligation to update
publicly or revise any forward-looking statements, whether as a result of new information, future events or otherwise.

Factors described in this Annual Report under Item 3, Key Information Risk Factors, could cause actual results to
differ materially from such forward-looking statements.

* * *

Iusacell means Grupo Iusacell, S.A. de C.V. This company was formerly known as Nuevo Grupo Iusacell, S.A.
de C.V. Unless the context otherwise requires, we , our or us refers to Iusacell and its subsidiaries.

Iusacell Celular means Grupo Iusacell Celular, S.A. de C.V. This company was formerly known as Grupo
Tusacell, S.A. de C.V. Iusacell owns 100% of the capital stock of Iusacell Celular.

Certain terms are defined the first time they are used in this Annual Report. The Glossary of
Telecommunications Terms that begins immediately following Item 19, Exhibits provides definitions of certain
technical terms used herein.

On July 29, 2003, MovilAccess, S.A. de C.V. ( MovilAccess ), a Mexican telecommunications company subsidiary
of Biper, S.A. de C.V. ( Biper ), a paging company, acquired through a tender offer in Mexico and the United States
74.6% of lusacell s capital, and became Iusacell s principal shareholder. Biper, MovilAccess, Unefon S.A. de C.V., a
fixed and mobile telephony company, Grupo Elektra S.A. de C.V., an electronic appliance retailer, and TV Azteca S.A.
de C.V., a Mexican television network, are all part of a group of companies controlled, directly or indirectly, by
Mr. Ricardo B. Salinas Pliego.

The term Verizon in this Annual Report refers to Verizon Communications Inc. or its subsidiaries, and to Bell
Atlantic Corporation (in connection with events prior June 2000, when Verizon was formed), as the context requires.
The term Vodafone in this Annual Report refers to Vodafone Group Plc or its subsidiaries, as the context requires.

Postpaid figures in this Annual Report include public and rural telephony, unless otherwise indicated.

Tusacell s shares of common stock trade on the New York Stock Exchange (in the form of American depositary
shares) and on the Mexican stock exchange. Both Iusacell and Iusacell Celular have publicly-traded debt securities.

Unless otherwise specified, all references to U.S. dollars , U.S. Dollars , dollars , U.S.$ or $ are to United State

dollars, and references to Ps. and pesos are to Mexican pesos. We publish our financial statements in pesos that are
adjusted to reflect changes in purchasing power due to inflation. Thus, unless otherwise specified, our financial data is
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presented in constant pesos with purchasing power as of December 31, 2003. Actual amounts may vary from amounts
presented in this Annual Report due to rounding.

iii
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We will provide without charge to each person to whom this Annual Report is delivered, upon written or oral
request, a copy of any or all of the documents incorporated by reference into this Annual Report (not including the
exhibits to such documents, unless such exhibits are specifically incorporated by reference into such documents).
Written requests for such copies should be directed to Grupo lusacell, S.A. de C.V., Montes Urales 460, Colonia
Lomas de Chapultepec, 11000 Mexico, D.F., Attention: Jose Luis Riera Kinkel, Chief Financial Officer. E-mail
requests may be directed to investor.relations @iusacell.com.mx. Telephone requests may be directed to
011-52-55-5109-5927.

v
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PART I
ITEM 1. IDENTITY OF DIRECTORS, SENIOR MANAGEMENT AND ADVISERS
A. DIRECTORS AND SENIOR MANAGEMENT
Not applicable.
B. ADVISERS
Not applicable.
C. AUDITORS

Not applicable.

ITEM 2. OFFER STATISTICS AND EXPECTED TIMETABLE
A. OFFER STATISTICS
Not applicable.
B. METHOD AND EXPECTED TIMETABLE

Not applicable.

ITEM 3. KEY INFORMATION
A. SELECTED FINANCIAL DATA

The following tables present selected consolidated financial data of Iusacell and its consolidated subsidiaries. We
have derived this data from the audited consolidated financial statements of Iusacell as of and for each of the years
ended December 31, 2003, 2002, 2001, 2000 and 1999. The financial information presented for fiscal years ended
December 31, 2003, 2002 and 2001 was derived from our audited consolidated financial statements, which we refer to
as the Consolidated Financial Statements, appearing elsewhere in this Annual Report, and you should read this
information in conjunction with the Consolidated Financial Statements.

Prior to August 10, 1999, when Iusacell completed a corporate restructuring, Iusacell had minimal assets and
liabilities and no operations or contingent liabilities. For accounting purposes, Iusacell is the successor business to
Tusacell Celular, the holding and operating company prior to the restructuring. Iusacell owns 100% of the capital stock
of Iusacell Celular.

The Consolidated Financial Statements have been prepared in accordance with Mexican generally accepted
accounting principles, which we refer to as Mexican GAAP, which differs in certain significant respects from United
States generally accepted accounting principles, which we refer to as U.S. GAAP. Pursuant to Mexican GAAP, we
have prepared the Consolidated Financial Statements and the selected financial data presented below in accordance
with Bulletin B-10 of the Mexican Institute of Public Accountants ( MIPA ), which provides for the recognition of
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certain effects of inflation.

Throughout the periods presented in this Annual Report, Bulletin B-10 has required Iusacell to restate
non-monetary assets using the National Consumer Price Index (Indice Nacional de Precios al Consumidor), also
referred to as the INPC. Throughout the periods presented in this Annual Report, Bulletin B-10 has also required
Tusacell to restate the components of shareholders equity using the INPC and to record gains or losses in purchasing
power from holding monetary liabilities or assets.

In addition, Bulletin B-10 requires restatement of all financial statements to constant pesos as of the date of the
most recent balance sheet presented. Accordingly, we have restated all data in the Consolidated Financial Statements

and in the selected financial data set forth below in constant pesos with purchasing power as of December 31, 2003.

1
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Note 20 to the Consolidated Financial Statements presents the principal differences, other than inflation
accounting, between Mexican GAAP and U.S. GAAP applicable to us and contains a reconciliation of Iusacell s net

profit (loss) and stockholders equity to U.S. GAAP. We have not reversed the effect of these inflation accounting
principles discussed above in the reconciliation of Tusacell s net profit (loss) and stockholders equity to U.S. GAAP.

We have never paid dividends, nor do we contemplate paying dividends in the foreseeable future. Accordingly, we
have not included in these tables a line item for dividends declared per share.

As of and for the Year Ended December 31,

1999 2000 2001 2002 2003 2003
(Thousands
(Thousands of constant pesos as of December 31, 2003, of
U.S.
except per share and operating data)®) dollars,
except per
share
and
operating
data)®
Income Statement
Data:
Mexican GAAP:
Revenues:
Services 4,710,509 5,716,253 6,192,488 5,129,960 4,189,420 372,658
Telephone equipment
sales and other 546,304 581,092 667,278 616,968 549,106 48,844
Total revenues 5,256,813 6,297,345 6,859,766 5,746,928 4,738,526 421,502
Cost of sales:
Cost of services 1,342,994 1,609,169 1,684,175 1,594,040 1,498,646 133,308
Cost of telephone
equipment sales and
other® 336,927 391,264 415,550 507,519 899,616 80,023
Total cost of sales 1,679,921 2,000,433 2,099,725 2,101,559 2,398,262 213,331
Gross profit 3,576,892 4,296,912 4,760,041 3,645,369 2,340,264 208,171
Operating expenses 1,806,342 2,114,536 2,282,434 1,889,382 1,898,166 168,846
Depreciation and
amortization® 1,781,615 2,647,631 2,878,708 2,336,498 2,057,775 183,043
Other operating income 338,388 104,998 88,556 7,877
Operating loss (11,065) (465,255) (62,713) (475,513) (1,527,121) (135,841)
Intangible assets
write-off (350,261) (31,156)
Valuation of abandoned
fixed assets (404,700) (35,999)
Other expense, net (28,823) (626,610) (55,738)
Integral financing cost
(gain):
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Interest expense, net
Foreign exchange
(gain) loss, net

Gain from monetary
position

Total

Equity participation in
net (loss) profit of
associated companies
Income (loss) before
assets tax, income tax,
minority interest and
extraordinary item
Provisions for:

Asset tax

Income tax

Total

Loss from continuing
operations before
minority interest and
extraordinary item
Minority interest
Loss from continuing
operations before
extraordinary item
Extraordinary item®)

Cumulative effect of the

adoption of the new
accounting
pronouncement and
change of accounting
policy®

(Loss) gain from
discontinued
operations®)

Net profit (loss)
(Loss) per share from
continuing operations.
Net profit (loss) per
share
Weighted-average
number of shares
outstanding(®

U.S. GAAP:

Total revenues
Operating (loss) profit
Net (loss) profit

Basic and diluted
(loss) profit per share(?
Balance Sheet Data:
Mexican GAAP:
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364,340
(198,879)
(827,492)
(662,031)

(59,525)

562,618
165,838

506,109
671,947

(109,329)
22,421

(86,908)
506,109

(1,919)
417,282

(1.35)

6.49

64,342

5,256,813
(97,366)

299,659

4.66

1,079,793

18,446
(495,357)

602,882

(21,594)

(1,089,731)
171,823

0
171,823

(1,261,554)
18,091

(1,243,463)

9,743
(1,233,720)

(17.81)

(17.67)

69,834

6,297,345
(476,498)
(1,248,229)

(17.88)

888,793
(247,063)
(293,040)

348,690

7,164

(404,239)
160,908

0
160,908

(565,147)
22,745

(542,402)

(7,120)

(549,522)
(7.26)

(7.35)

74,757

6,202,884
(517,296)
(889,243)

(11.90)

935,898

1,069,640
(432,167)

1,573,371

(10,129)

(2,059,013)
115,647

9,618
125,265

(2,184,278)
17,296

(2,166,982)

(2,166,982)
(23.28)

(23.28)

93,101

5,080,621
(399,703)
(1,989,812)

(21.37)

968,116
744,512
(350,861)
1,361,767

(17,544)

(4,288,003)
146,525

163,852
310,377

(4,598,380)
33,137

(4,565,243)
15,517

(159,015)

(4,708,741)
(49.04)

(50.58)

93,101
4,446,355
(1,740,180)
(4,510,354)

(48.45)

86,116
66,226
(31,210)
121,132

(1,561)

(381,427)
13,034

14,575
27,609

(409,036)
2,948

(406,088)
1,380

(14,145)

(418,853)
(4.36)

(4.50)

93,101
395,513
(154,793)
(401,206)

(4.31)
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1,012,072 (748,326) 383,369 (95,241)

(9,792,674)

(871,079)
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As of and for the Year Ended December 31,

1999 2000 2001 2002 2003 2003
(Thousands of constant pesos as of December 31, 2003, (Thousands of
except per share and operating data)l) U.S. dollars,
except per
share
and operating
data)®
Property and
equipment, net 8,465,490 9,397,718 10,407,129 9,740,145 7,689,053 683,958
Total assets 18,546,479 18,106,908 18,213,428 15,724,510 11,813,359 1,050,824
Total debt 9,897,346 8,772,834 8,076,265 8,730,180 8,897,196 791,425
Total stockholders
equity 6,555,445 7,287,816 7,872,530 5,578,633 811,288 72,166
Capital stock 5,911,105 6,398,991 7,423,712 7,423,712 7,423,712 660,355
U.S. GAAP:
Working capital 757,247 (1,054,229) 162,573 (259,574) (9,976,174) (887,402)
Property and
equipment, net 8,465,919 9,163,547 10,151,254 9,543,410 7,559,077 672,396
Total assets 19,093,757 18,684,813 18,768,938 16,722,561 13,097,534 1,165,054
Total debt 9,903,861 8,772,834 8,076,265 8,730,181 8,897,196 791,425
Minority interest 41,341 27,963 128,819 604
Total stockholders
equity 6,418,311 6,940,268 6,873,160 5,084,676 574,322 51,087
Other Financial
Data:
Mexican GAAP:
Capital
expenditures® 2,142,806 2,363,487 2,178,265 884,809 204,900 18,246
Interest expense,
net 364,340 1,079,793 888,793 935,898 968,116 86,116
Ratio of earnings to
fixed charges® 2.59
Operating Data:
Covered POPs(10) 67,591,791 68,376,034 89,917,967 91,356,654 92,589,969 92,589,969
Subscribers:(1D
Postpaid 352,289 442,594 404,075 356,014 322,310 322,310
Prepaid 970,509 1,238,625 1,451,091 1,725,186 953,453 953,453
Total subscribers 1,322,798 1,681,219 1,855,166 2,081,200 1,275,763 1,275,763
Gross subscriber
additions 788,438 1,092,895 1,051,089 1,122,024 593,284 593,284
Average
subscribers(12) 1,290,558 1,637,481 1,721,072 2,091,765 1,810,101 1,810,101
Average monthly
postpaid churn(13) 2.96% 3.51% 3.76% 3.55% 3.28% 3.28%
Penetration!4) 1.96% 2.46% 2.10% 2.28% 1.38% 1.38%
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Average monthly

MOUs per

subscriber(1>) 85 78 84 63 74 74
Nominal average

monthly mobile

telephony revenue

per subscriber

(ARPU)16) 311 267 267 191 190 16.86
Nominal cost to

acquire a new

subscriber(!”) 3,277 3,270 2,677 2,419 3,004 267.21

(€))

(@)

In accordance with Mexican GAAP, financial data for all periods covered by the Consolidated Financial
Statements, as well as the other financial data presented in this Annual Report, unless otherwise indicated, has
been restated in constant pesos with purchasing power as of December 31, 2003. Restatement of peso amounts is
made by multiplying the relevant nominal peso amount for the relevant period by the inflation index for the
period from the end of the period to which such nominal peso amount relates through December 31, 2003. The
inflation indices used in this Annual Report are 1.2503 for 1999, 1.1475 for 2000, 1.0991 for 2001 and 1.0398
for 2002 figures.

Peso amounts were converted to U.S. dollars at the noon buying rate reported by the Federal Reserve Bank of
New York for December 31, 2003, which was Ps.11.242 per U.S.$1.00. Such conversions should not be
construed as representations that the peso amounts actually represent such U.S. dollar amounts or could be
converted into U.S. dollars at the rate indicated, or at all.

In determining the peso amounts of our U.S. dollar-denominated obligations at December 31, 2003 in the
Consolidated Financial Statements under Mexican GAAP, however, we applied the exchange rate which was
accessible to us, based on market quotes on December 31, 2003, which was Ps.11.23 per U.S.$1.00. The
difference between the noon buying rate reported by the Federal Reserve Bank of New York and the exchange
rate which was accessible to us causes certain inconsistencies between references to U.S. dollar amounts in this
Annual Report and the actual outstanding U.S. dollar amounts of our U.S. dollar-denominated obligations. For
example, at December 31, 2003, our actual total debt outstanding, excluding trade notes payable, was
U.S.$800.1 million. In preparing the Consolidated Financial Statements, we multiplied this dollar amount by
Ps.11.23 (the exchange rate which was accessible to us at December 31, 2003) to arrive at Ps.8,985.1 million of
total debt, excluding trade notes payable. For purposes of this Annual Report, we have converted this peso
amount to U.S. dollars for the convenience of the reader by dividing it by Ps.11.242 (the noon buying rate
reported by the Federal Reserve Bank of New York at December 31, 2003) to arrive at U.S.$799.2 million of
total debt, excluding trade notes payable.

As a result of the combined effect of the restatement of the financial data in constant pesos with purchasing
power as of December 31, 2003 and the translation of peso amounts into U.S. dollars, the amounts shown for
certain balance sheet items are not equal to the actual amounts outstanding.

3
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®)  Until September 30, 2003, we amortized the cost of handsets sold or given to our postpaid customers under
exclusive service contracts on the basis of the term of such contracts to match costs with the timing of earned
revenues. The average amortization period was twelve months. On September 30, 2003, we changed this
accounting policy. As a result, we now record the full cost of such handsets in our income statement under cost
of telephone equipment sales and other at the moment the contract is signed. The cumulative effect of this
change in our accounting policy resulted in a loss for the year 2003 of Ps.159.0 million. This amount represents
the remaining balance of unamortized cost of handsets as of September 30, 2003 and is included under

cumulative effect of the adoption of new accounting pronouncement and change in accounting policy in our

consolidated income statement for the year 2003.

@ For 1999, the extraordinary item represents the utilization of tax loss carryforwards available to us which, under
Mexican GAAP in effect at the time, was required to be classified as an extraordinary item. Under U.S. GAAP,
the utilization of tax loss carryforwards is recorded as a component of tax expense.

On May 29, 2003 we reached an agreement with Santander Serfin, S.A. to repay the remaining balance of
U.S.$3.0 million under a refinanced credit facility. Under this agreement, we and Santander agreed to settle the
remaining amount for U.S.$1.5 million. We recognized the difference as an early extinguishment of debt under
Mexican GAAP Bulletin C-9 and we recorded this amount as an extraordinary gain for the year ended
December 31, 2003.

®)  In December 1998, we discontinued the operations of our subsidiary Cellular Solutions de México, S.A. de
C.V., which sold cellular handset accessories. This subsidiary transferred all of its existing inventories as of
December 31, 1998 to another one of our subsidiaries and terminated all of its employees during January and
February 1999. Under U.S. GAAP, the closing of this subsidiary does not constitute a discontinued operation
under Accounting Principles Board Opinion (  APB Opinion ) No. 30. Accordingly, the gain (loss) from
discontinued operations is recorded as operating income (expense).

©  On October 17, 2003, an extraordinary stockholders meeting approved a reverse stock split and the issuance of
a new single series of shares of common stock. Each new share represents 20 series A or V shares. The
exchange of shares was completed in December 2003. Consequently, we present share information for all
periods after giving effect to this reverse stock split.

() Diluted (loss) profit per share for each of the years presented is equal to basic (loss) profit per share. This is
because the potential drawdowns and conversions under a subordinated convertible facility with Bell Atlantic
and the shares outstanding (purchased by a trust for future allocation to executives of the Company) under an
executive employee stock purchase plan are excluded because to include them would have been antidilutive for
the periods presented. The number of potentially antidilutive shares that were excluded from the computation of
diluted (loss) profit per share to account for the drawdowns and conversions under the facility with Bell
Atlantic were 3,464,286 shares for 1999. The number of shares outstanding under the executive employee stock
purchase plan were 384,762 for 1999 and 324,256 for each of 2000, 2001, 2002 and 2003.

®)  Capital expenditures include fixed asset purchases, capitalized labor costs, the capitalization of interest costs
related to long-term debt incurred in connection with the acquisition of property, plant and equipment, trade-in
credits received from Lucent Technologies for exchanging our previous analog network for a digital and analog
network supplied by Lucent Technologies and, in some cases, the net value of long distance fiber acquired in
swaps for our long distance fiber. In 1999 and 2000, pursuant to a waiver from its bank lenders, and beginning
in 2001, pursuant to the terms of its senior refinancing secured loan, Iusacell Celular excluded capitalized
interest cost from capital expenditures in determining its compliance with capital expenditure limitations set
forth in its debt covenants. Pursuant to waivers obtained from its lenders, Iusacell Celular excluded Lucent
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trade-in credits from capital expenditures in determining its compliance with the capital expenditures
limitations set forth in its debt covenants. See Item 5, Operating and Financial Review and Prospects Liquidity
and Capital Resources Capital Expenditures.

®  The ratio of earnings to fixed charges covers continuing operations. For this purpose, earnings are calculated as
income or loss before taxes plus (i) integral financing cost, including amortization of capitalized interest,
(ii) the interest portion of annual rent expense and (iii) losses from less than 50%-owned affiliates. Fixed
charges include the expensed and capitalized portions of integral financing cost. Earnings were insufficient to
cover fixed charges in 2000, 2001, 2002 and 2003. The fixed charge coverage deficiency for the years ended
December 31, 2000, 2001, 2002 and 2003 amounted to Ps.1,004.4 million, Ps.307.3 million, Ps.3,063.1 million
and Ps 5,070.2 million, respectively.

(10 Covered POPs is the aggregate number of POPs in the geographic regions in which we have concessions for
wireless services and whom we therefore have the potential to serve. POPs means points of presence, or
population, for a given area based on census data published by Mexico s National Institute of Statistics,
Geography and Information Processing (Instituto Nacional de Estadistica, Geografia e Informdtica).

(1D Unless otherwise indicated, subscribers refers to the total number of mobile wireless customers included in our
subscriber base in the geographic regions we cover at the end of the respective periods. Mobile wireless
subscribers for the periods presented include cellular subscribers and PCS subscribers. In December 2001, we
began providing limited commercial PCS services in Monterrey and Tijuana and in 2002 in other cities of
regions 1 and 4. A prepaid customer is included as a subscriber if, at the end of the period, such customer s
telephone number has not yet been deactivated. See Item 4, Information on the Company Business
Overview Mobile Wireless Services Prepaid Customers. Postpaid figures include public and rural telephony.

4
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(12)  Average subscribers represents the rolling monthly average number of subscribers for the respective periods.

(13 Average monthly postpaid churn for a given period is calculated by dividing the sum of all postpaid subscribers
disconnected during such period by the sum of the beginning-of-month postpaid subscribers for each of the
months in such period, expressed as a percentage. See Item 4, Information on the Company Business
Overview Mobile Wireless Services Postpaid Customers and Item 5, Operating and Financial Review and
Prospects Results of Operations.

(14)  Penetration represents the end-of-period subscribers divided by the end-of-period population in the geographic
regions we cover, expressed as a percentage.

(15 Effective January 1, 2000, we changed the methodology by which we determine average monthly minutes of
use ( MOUs ). Under the current methodology, average monthly MOUs per subscriber for a given period are
calculated by dividing total MOUs (which includes minutes of use from incoming calls to postpaid customers,
which had previously been excluded) for the period by the sum of the monthly average number of subscribers
for each of the months in such period. Average monthly MOUSs for 1999, which were 77 under the
methodology used in 1999, have been restated under the current methodology. See Item 5, Operating and
Financial Review and Prospects Results of Operations. When reporting average monthly MOUs per subscriber,
we include incoming calls only prepaid subscribers and the MOUs they generate.

(16)  Effective January 1, 2000, we changed the methodology by which we determine nominal average monthly
mobile telephony revenue per subscriber ( ARPU ). Under the current methodology, ARPU for a given period is
calculated by dividing the sum of the nominal monthly revenues and other mobile telephony revenues
(excluding revenues generated from the sale of handsets and accessories to postpaid customers) for each of the
months in the period by the sum of the monthly average mobile telephony subscribers for each of the months in
such period. ARPU for 1999, which was Ps.346.0 under the methodology used in 1999, has been restated under
the current methodology. See Item 5, Operating and Financial Review and Prospects Results of Operations.
When reporting ARPU, we include incoming calls only prepaid subscribers and the revenue they generate.

(7 Through December 31, 1999, nominal cost to acquire a new subscriber represented sales, marketing and
advertising costs associated with postpaid plans, plus the costs of cellular phones we gave to postpaid
customers, for the respective period (in nominal pesos) divided by the gross postpaid customer additions for
such period. Effective January 1, 2000, we changed the methodology by which we determine nominal cost to
acquire a new subscriber and more accurately reflect postpaid customer acquisition costs. The new
methodology includes only handset subsidies and sales commissions and excludes allocations of advertising
and overhead costs. Nominal cost to acquire a new subscriber for 1999, which was Ps.3,527.0 under the old
methodology, has been restated under the new methodology.

Exchange Rates

Unless otherwise specified, this Annual Report contains translations of peso amounts into U.S. dollars solely for
the convenience of the reader based on the exchange rate reported by the Federal Reserve Bank of New York as its
noon buying rate for pesos, which we refer to as the Noon Buying Rate. At December 31, 2003, the Noon Buying
Rate was Ps.11.242 per U.S.$1.00. These currency conversions should not be construed as representations that the
peso amounts actually represent such dollar amounts. Additionally, these conversions should not be construed as
representations that these peso amounts have been, could have been or could be converted into U.S. dollars at those or
any other rates of exchange.

The following table sets forth the high, low and average Noon Buying Rates expressed in nominal pesos per U.S.
dollar for each of the years ended December 31, 1999, 2000, 2001, 2002 and 2003. The Noon Buying Rate on
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June 28, 2004 was Ps.11.4230 per U.S.$1.00.

Noon Buying Rate(D
Year ended December 31, High Low  Average®
1999 10.600 9.240 9.562
2000 10.087 9.183 9.459
2001 9.972 8.946 9.337
2002 10.425 9.000 9.664
2003 11.410 10.110 10.797

(D Source: Federal Reserve Bank of New York.

@ Average of month-end rates for annual data.

The following table sets forth the high and low Noon Buying Rates expressed in nominal pesos per U.S. dollar for

each of the previous six months.
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Noon Buying Rate(»

Month High Low

December 2003 11.41 11.17
January 2004 11.10 10.81
February 2004 11.25 10.91
March 2004 11.23 10.92
April 2004 11.44 11.16
May 2004 11.64 11.38

(D Source: Federal Reserve Bank of New York.
B. CAPITALIZATION AND INDEBTEDNESS

Not applicable.
C. REASONS FOR THE OFFER AND USE OF PROCEEDS
Not applicable.
D. RISK FACTORS
Risk Factors Relating to our Liquidity

There is substantial doubt as to our ability to continue as a going concern due to our high level of leverage and
recurring losses

In its Report of Independent Registered Public Accounting Firm dated March 26, 2004, PricewaterhouseCoopers,
S.C. stated that we are highly leveraged and have suffered recurring losses from operations that raise substantial doubt
as to our ability to continue as a going concern. As of December 31, 2003, our total consolidated indebtedness,
including trade notes payable, was Ps.9,100.0 million, or approximately 91.4% of our total capitalization. For the
years ended December 31, 2002 and December 31, 2003, our earnings were insufficient to cover our fixed charges by
Ps.3,063.1 million and Ps.5,070.2 million, respectively. We are also currently in default under substantially all of our
indebtedness for, among other things, failure to make principal and/or interest payments.

We believe that if our financial situation does not improve, we will be unable to recommence the servicing of our
debt and operate as a viable company. We may be forced to file for bankruptcy, liquidate or reorganize, which would
materially adversely affect the value and market price of our equity and debt securities and the claims of our equity or
debt holders, who could lose some or all of their investment. For a description of some of our obligations and
liabilities, see Item 5, Operating and Financial Review and Prospects Liquidity and Capital Resources.

According to the Mexican Companies Law (Ley General de Sociedades Mercantiles), an interested party may file a
claim for dissolution and force us into a liquidation process (Proceso de Concurso Mercantil) of our assets if during
any fiscal year the accumulated losses exceed two-thirds of our contributed capital. In 2003, our accumulated losses
exceeded our contributed capital by Ps.818.0 million.

We are a holding company and can pay our liabilities only through the cash flow from our subsidiaries or out of the
proceeds of our financings. Our obligations, including under our U.S. $350.0 million 141/4% senior notes due 2006,
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are structurally subordinated to those of our subsidiaries

Tusacell is a holding company with no significant assets other than the stock of our subsidiaries. In order to pay our
obligations, we must rely on income from dividends, loans and other cash flow from our subsidiaries or debt or equity
financings. Because we are a holding company, the claims of our creditors are structurally subordinated to the claims
of our subsidiaries creditors with respect to the assets of such subsidiaries. At December 31, 2003, our consolidated
subsidiaries total indebtedness, including trade notes payable, was Ps.5,081.9 million (U.S.$452.5

6
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million) and may increase in the future. For a description of some of our obligations and liabilities, see Item 5,
Operating and Financial Review and Prospects B. Liquidity and Capital Resources Our Indebtedness.

Our current debt agreements prevent our subsidiaries from paying distributions or dividends or making cash
available to us until at least December 2006, except for those payments of dividends or loans or advances at such
times and in such amounts as are necessary to permit us to make interest and principal payments as and when due in
respect of our U.S.$350.0 million 141/4% senior notes due 2006, which we refer to as the Tusacell senior notes, so
long as certain events of default have not occurred under our subsidiaries debt agreements. Our principal operating
subsidiary, Tusacell Celular, is in default under its U.S.$265.6 million senior refinancing secured loan as well as in its
U.S.$150.0 million 10% senior notes due 2004 for, among other things, failure to make principal and/or interest
payments. As a result, dividends and cash flow from Iusacell Celular are therefore unavailable to us pursuant to the
terms of its outstanding debt and the restrictive covenants that govern such debt.

Furthermore, the ability of our subsidiaries to pay dividends or distributions is subject to Mexican legal
requirements, which in general terms provide that a Mexican corporation may declare and pay dividends or
distributions only out of the profits reflected in its year-end financial statements, if such payment is approved by its
stockholders and after the creation of required legal reserves and the absorption or satisfaction of losses suffered in
previous fiscal years.

We are in default on our obligations under the lusacell senior notes, which may lead to the acceleration of our
repayment obligations

We did not receive sufficient income from dividends or were able to obtain alternative sources of funds to make
the U.S.$24.9 million interest payments due on each of June 1, 2003, December 1, 2003 and June 1, 2004 on the
Tusacell senior notes and, as a result, we did not make those payments. Thus, an event of default under the indenture
governing the Tusacell senior notes has occurred and the holders of the Iusacell senior notes have the right to declare
our indebtedness under the Iusacell senior notes immediately due and payable.

In the event that the holders of the Iusacell senior notes accelerate the maturity of their debt, neither we nor our
subsidiaries would have the cash resources to repay such amounts. Due to the depressed state of the value of
telecommunication assets and the structural subordination of the claims of the holders of the Iusacell senior notes to
those of our subsidiaries creditors, it is doubtful that the value of the assets held by our subsidiaries will be sufficient
to satisfy the claims of their creditors and our creditors, including the holders of the Iusacell senior notes. In addition,
our principal shareholder is under no obligation to provide financial resources to us, and has not indicated that it is
prepared to do so. Therefore, unless we can successfully restructure our consolidated debt, we believe that we will be
unable to satisfy our obligations. As a result of our failure to pay all amounts due under the Iusacell senior notes, we
may be forced to file for bankruptcy, liquidate or reorganize, which could materially adversely affect the value and
market price of our equity and debt securities and the claims of our equity or debt holders, who could lose some or all
of their investment.

lusacell Celular is in default of its obligations under its senior notes and its senior refinancing secured loan, and our
repayment obligations have been accelerated

Tusacell Celular did not make the July 15, 2003 U.S.$7.5 million interest payment due on its U.S.$150.0 million
10% senior notes due 2004. In response to this nonpayment, on September 11, 2003, holders representing over 50% of
the senior notes notified Iusacell Celular that they had elected to accelerate the principal payment of the notes. In
addition, Tusacell Celular failed to make the U.S.$265.6 million principal payment on its senior refinancing secured
loan which was due on March 31, 2004 because of the automatic acceleration of the maturity date of the loan as a
result of our failure to refinance the Iusacell Celular senior notes by such date.
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Tusacell Celular does not have the cash resources to repay such amounts. Due to the depressed state of the value of
telecommunication assets, it is doubtful that the value of the assets held by Iusacell Celular and its subsidiaries will be
sufficient to satisfy the claims of ITusacell Celular “s creditors. In addition, our principal shareholder is under no
obligation to provide financial resources to Iusacell Celular, and has not indicated that it is prepared to do so.
Therefore, unless we can successfully restructure our consolidated debt, we believe that we will be unable to satisfy
Iusacell Celular ‘s obligations. As a result of the failure to pay all amounts due under Iusacell Celular s indebtedness,
we may be forced to file for bankruptcy, liquidate or reorganize, which could materially adversely affect the value and
market price of our equity and debt securities and the claims of our equity or debt holders, who could lose some or all
of their investment.
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If we are unable to restructure our indebtedness, we may also face a substantial risk of Mexican bankruptcy-related
proceedings and the suspension or termination of all or a portion of our business under our concessions

Since we and our subsidiaries defaulted on our respective debt obligations, some or all of our creditors have the
option of taking legal action against us or our subsidiaries, including instituting bankruptcy proceedings in Mexico.
Further, we may choose to institute a voluntary bankruptcy proceeding under Mexican law. If any such proceedings
were to be instituted, we could not predict their duration or outcome. We are not aware of any regulated company of
our size that has successfully completed a restructuring under the new Mexican bankruptcy law since it was passed in
May 2000.

The current Mexican bankruptcy law is based on the largely untested Bankruptcy Law (Ley de Concursos
Mercantiles) enacted in May 2000 which provides for two different and separate proceedings: conciliation and
bankruptcy. The conciliation phase lasts up to 185 days, absent protracted litigation. This initial term is subject to
extension for two 90-day periods. The objective of the conciliation phase is to reach an agreement between the debtor
and its creditors to restructure the indebtedness of the debtor. The bankruptcy phase does not have a specific term
within which it must be concluded. We believe that these proceedings are likely to require significantly more time and
be significantly more unpredictable than a reorganization or bankruptcy proceeding under U.S. bankruptcy laws. If we
were to be declared subject to the Bankruptcy Law, the holders of our debt securities would have to file a claim in
Spanish against the estate of Iusacell in a federal district court in Mexico City. Upon the court s recognition of a holder
of a Iusacell senior note as a creditor of Tusacell, that holder s claim would be unsecured and would rank equally with
all other unsecured claims filed against our estate.

A conciliation proceeding is likely to result in significant changes to our and our subsidiaries existing obligations,
which could include the cancellation or rescheduling of all or part of those obligations. During any such proceeding,
our operation of our business would be subject to the supervision of a bankruptcy trustee. Moreover, in the event of
our bankruptcy, our operating concessions, which are critical to our business, may be subject to termination. See item
4, Information on the Company B. Business Overview Concessions and Permits. There can be no assurance that the
holders of our debt securities would receive any meaningful recovery from a bankruptcy proceeding.

We may be unable to fund our capital expenditure programs which are critical for us to compete, or pursue business
opportunities

In order to implement our operating strategy and be able to compete in the Mexican market through 2006, we will
have to incur significant capital expenditures. We expect our aggregate capital expenditures for 2004, 2005 and 2006,
not including capitalized interest, to total approximately U.S.$291.5 million. We anticipate that approximately
U.S.$97.8 million of such capital expenditures will need to be invested during 2004 in order to acquire, build out and
operate our PCS network in northern Mexico, as well as to make additional investments in the central regions and
expand the advance data network capabilities into other key cities, among other things. As we make additional
investments in our mobile telephony network and pursue long distance and data transmission opportunities, we will
also be likely to need additional external funding in 2005 and beyond. Furthermore, the investments required to keep
pace with technological change, such as extended coverage on third-generation wireless telecommunication
equipment, will require additional capital resources.

Historically, our cash generated from operating activities has not been sufficient to meet our debt service, working
capital and capital expenditure requirements. In the past, we have relied on the capital markets for new equity and debt
financing, on vendor financing, and on borrowings and equity contributions from our shareholders to meet such
funding needs. Given our current critical financial condition, it is highly unlikely that we will be able to obtain
funding for these planned capital expenditures without first completing a successful restructuring of our existing
indebtedness. In addition, our principal shareholder is under no obligation to provide financial resources to us, and has
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not indicated that it is prepared to do so.

The failure to obtain funding for capital expenditures will materially adversely affect our ability to compete
effectively against better capitalized competitors and to withstand downturns in our business or in the Mexican
economy generally. Furthermore, this would limit our ability to pursue business opportunities that may be in our
interest, such as the auctions for PCS spectrum that the Mexican Ministry of Communications and Transport
(Secretaria de Comunicaciones y Transportes, or SCT ) has announced will be held before the end of 2004.
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We may be unable to continue to sell towers to MATC Celular and use our assets as collateral for future indebtedness
assumed by us

In order to improve our short-term liquidity, since 2001 we have been selling towers to MATC Celular, S. de R.L.
de C.V. ( MATC Celular ) and leasing back space to install our equipment. From 2001 to December 19, 2003, we sold
320 towers. In December 19, 2003, we entered into a new series of agreements with MATC Celular that, among other
things, gave MATC Celular the right to acquire up to 143 additional towers for up to U.S.$31.4 million. As of
May 31, 2004, we had sold 80 of these towers. We cannot assure you that MATC Celular will exercise its right to
purchase the additional 63 towers not yet sold to them. As a result, we may be unable to make future sales of towers,
thus restricting our ability to raise short-term liquidity.

Certain holders of the Iusacell Celular senior notes initiated an action in a New York state court against us Among
other things, such holders are seeking injunctive relief to bar Iusacell Celular from selling, transferring or otherwise
encumbering its assets. If the Court grants such injunctive relief, we would not be able to sell additional towers to
MATC or otherwise use our assets as collateral in future indebtedness assumed by us. See Item 8, Financial
Information A. Consolidated Statements and Other Financial Information Legal Proceedings Iusacell Celular Senior
Noteholders.

Risk Factors Relating to Our Business
We face increasing competition which may reduce our operating margins

Competition in the Mexican wireless industry is substantial. We face significant competition, mainly from Telcel,
in our core mobile telephony services business in each region in which we operate. As a subsidiary of América Movil,
S.A. de C.V., a company spun off from Teléfonos de México, S.A. de C.V., the former state telephone monopoly known
as Telmex, Telcel has significantly greater internal financial and operational resources than those available to us,
nationwide cellular and PCS concessions, a nationwide cellular network and the ability to use Telmex s installed
telecommunications systems. We also face competition from Telefonica Moviles S.A. de C.V. ( Telefénica ) and
Operadora Unefon, S.A. de C.V. ( Unefon ), one of our affiliates. Both these service providers own concessions in all
nine wireless service regions in Mexico and have begun to provide service in Mexico s principal cities. We also face
increasing competition in certain cities from Nextel de México, S.A. de C.V., a provider of enhanced specialized
mobile radio services. In long distance, we face increasing competition from nine other concession holders.

In addition, the Mexican government may grant additional concessions to other companies to provide services
similar to or the same as those that we provide.

Competition may lead to increases in advertising and promotional spending, along with higher subsidies, increased
demands on access to distribution channels and reduced prices per minute. These factors may lead to smaller
operating margins, greater choices for customers and increasing movement of customers between competitors, which
may make it difficult for us to retain customers or add new customers. Because of their resources and, in some cases,
ownership by larger companies, some of our competitors are financially stronger than we are, which may enable them
to offer services to customers at prices that are below the prices at which we can offer comparable services. If we
cannot compete effectively based on the price of our service offerings, our revenues and growth may be adversely
affected. In the past, competitive pressures have not always allowed us to implement price increases to keep pace with
inflation and have occasionally caused us to implement price rollbacks and reductions.

The technology we use may be made obsolete by advancements in technology
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All companies in the global telecommunications industry must adapt to rapid and significant changes in
technology. The technology that we have selected in our wireless business may rapidly become obsolete by market
demand for new or improved digital technologies supporting wireless service or other services in the near future.
Some of the most significant changes which the wireless communications industry is experiencing include:

evolving industry standards;

ongoing improvements in the capacity and quality of digital technology;
9
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shorter development cycles for new products, enhancements and changes in end-user needs and preferences;
development of data and high bandwidth network capabilities;
migration to next-generation services; and

expanded availability and functionality of Wi-Fi services and other new wireless technologies.
Alternative technologies may develop that may provide wireless communications service or alternative service
superior to that available from us, or that enable voice communication over unregulated frequencies.

Technological changes may require substantial new capital expenditures and/or require write-downs of obsolete
technology. They may also materially adversely affect our operations and our competitive position to the extent we
are not able to react quickly to these changes. See =~ We may be unable to fund our capital expenditure programs which
are critical for us to compete, or pursue business opportunities.

If our wireless service offerings do not meet customer expectations, we could be limited in our ability to attract and
retain customers

Customer acceptance of the services we offer is and will continue to be affected by technology-based differences
and by the operational performance, quality, reliability and coverage of our wireless networks. We may have difficulty
attracting and retaining customers if we are unable to meet customer expectations for, or otherwise unable to resolve
quality issues relating to, our wireless networks, billing systems, or customer care or if those issues limit our ability to
expand our network capacity or subscriber base, or otherwise place us at a competitive disadvantage to other wireless
service providers in our markets.

We rely on roaming arrangements with other carriers, which we may be unable to obtain or maintain in the future on
terms that are acceptable to us

Our customers automatically can access another provider s analog cellular or digital system only if the other
provider allows our customers to roam on its network. We rely on agreements to provide roaming capability to our
customers in many areas outside our service area, within and outside Mexico, and to improve coverage within our
network footprint.

Some competitors may be able to obtain lower roaming rates than we do because they have larger call volumes or
because of their affiliations with, or ownership of, wireless providers, or may be able to reduce roaming charges by
providing service principally over their own network. In addition, the quality of service that a wireless provider
delivers during a roaming call may be inferior to the quality of service we or our affiliates provide, and our customers
may not be able to use some of the advanced features, such as voicemail notification, that the customers enjoy when
making calls within our network.

Our roaming partners may also migrate their current technology to a technology that is incompatible with ours. In
such case, we would no longer be able to offer roaming services to our customers through such carriers. See " The

technology we use may be made obsolete by advancements in technology.

Equipment failure, power outages, natural disasters, terrorist acts, or other breaches of network or information
technology security may adversely affect our business

A major equipment failure, power outage, natural disaster, terrorist act, or other breach of network or information
technology security that affects our mobile telephony switching offices, information systems, microwave links,
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third-party owned local and long distance networks on which we rely, our cell sites or other equipment or the
networks of other providers on which our subscribers roam could have a material adverse effect on our operations.
While we have insurance coverage for some of these events, our inability to operate our wireless system or access our
information systems even for a limited time period, or the loss of subscriber data, may result in a loss of subscribers or
impair our ability to serve our subscribers or attract new subscribers, which would have a material adverse effect on
our business, results of operations and financial condition.
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A significant portion of our accounts receivable is represented by a small number of distributors.

Our three largest distributors accounted for 59% and 52% of our net trade accounts receivable as of December 31,
2003 and 2002, respectively. We have established certain measures to reduce the risk associated with this
concentration, such as certain guarantees and liens. Our results of operations could be materially adversely affected, at
least in the short-term, if any payment defaults occur with respect to these distributors or if any of these distributors
were to enter into bankruptcy or other reorganization proceedings or terminate their relationship with us.

Our controlling stockholder is able to influence our business and affairs

As of December 31, 2003, MovilAccess beneficially owned about 74.6% of our outstanding common stock and is
our single largest stockholder. MovilAccess is controlled directly or indirectly by Ricardo B. Salinas Pliego, our
Chairman of the Board of Directors and Executive Director, who also holds directly 4.6% of our outstanding common
stock. As a result, Mr. Salinas Pliego controls our business, policies and affairs, including the election of at least the
majority of our directors and all major corporate transactions and could cause or prevent a change of control.

Mr. Salinas Pliego s interests may not be fully aligned, and could conflict, with the interest of the other equityholders
and of debtholders.

We have significant transactions with affiliates that create potential conflicts of interest

We regularly engage in transactions with entities owned or controlled by our controlling shareholder. These
transactions include telemarketing and advertising campaigns, paging operations, sale and distribution of our products,
operation of our customer sales and service centers, collections from customers and banking services. In particular, we
have entered into an airtime exchange and roaming agreement with Unefon, a mobile telephony competitor. In
addition, some of the members of our Board of Directors, as well as some of our executives, serve on the Boards of
Directors of TV Azteca, Unefon, Biper, our paging competitor, and/or Elektra, a distributor of our products. In
addition, some of our executives also hold offices in other companies controlled by Mr. Salinas Pliego. See Item 7,

Major Shareholders and Related Party Transactions B. Related Party Transactions and Item 6, Directors, Senior
Management and Employees A. Directors and Senior Management.

Transactions with affiliates may create the potential for conflicts of interest. To guard against these potential
conflicts of interest, we have established a Related Party Transactions Committee of our Board of Directors made up
of independent Directors to provide an independent review of transactions with affiliates to determine whether these
transactions are related to our business and are consummated on terms that are at least as favorable to us as terms that
would be obtainable in a similar transaction entered into on an arm s-length basis with an unrelated third party.
Nevertheless, conflicts of interest may arise and could have a negative effect on our results of operations and financial
condition.

We have experienced significant turnover in our top management and our Board of Directors

In recent years we have experienced significant turnover in our top management ranks. Frequent changes in our top
management and Board of Directors negatively affect our ability to develop and implement successful business
philosophies, strategies and policies. Most recently in July 2003, as a result of our acquisition by MovilAccess, our
top management and Board of Directors was replaced wholesale, with the majority of new executives and directors
coming from companies controlled by Mr. Salinas Pliego. This wholesale and immediate change has resulted in the
substantial loss of the institutional memory that companies typically draw from in evaluating projects and
opportunities and in developing business strategies and policies.
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Our new management has implemented substantial changes to our business operations and strategies. For example,
we have changed our sales, marketing and distribution approach, including the format of our customer sales and
service centers, in an effort to maximize synergies with other companies controlled by Mr. Salinas Pliego and control
costs. See Item 4, Information on the Company B. Business Overview Sales, Marketing and Distribution. We have also
revised our deactivation policy for prepaid customers, which resulted in the turnover of approximately 437,000
customers in the third quarter of 2003. See Item 4, Information on the Company B. Business Overview Churn and
Turnover Prepaid Turnover. Furthermore, we have reevaluated the feasibility of certain projects based on our current
financial condition and have made corresponding accounting adjustments that could have a negative effect on our
results of operations and financial condition. See Item 5, Operating and Financial Review and Prospects A. Operating
Results Recent Changes in Our Accounting Policies. We cannot assure you that these changes will be successful.
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We may be unable to hire or retain key personnel

Our success depends in part upon our ability to hire and retain highly-skilled and qualified key personnel. The
competition for highly-qualified management personnel in the telecommunications industry is intense. In addition, our
critical financial condition makes it more difficult for us to attract such personnel. Accordingly, we cannot assure you
that we will be able to hire and retain the key personnel necessary for our success.

We are subject to various litigations

We are a defendant in certain litigations and legal proceedings involving claims for substantial amounts of money.
We have made provisions for some of these contingencies. The ultimate resolutions of these actions could have a
material adverse effect on our operations and financial condition. See Item 8, Financial Information Financial
Statements Legal Proceedings.

Risk Factors Relating to Doing Business in Mexico
The Mexican government may impose additional conditions on our concessions or may take them away

We provide our services pursuant to concessions granted by the Mexican government. Our activities are subject to
significant government regulation and supervision. The concessions may be subject to additional conditions for
renewal or may not be renewed when they expire. The conditions for renewal, however, are not fully defined. Our
concessions may be revoked prior to the end on their respective terms if we fail to comply with specified obligations
and conditions. The Mexican government also reserves the right to revoke, temporarily seize or expropriate
concessions or assets related to a concession for reasons, among others, of public interest, such as war, national
disaster or significant public disturbances. Moreover, the Mexican government may grant additional concessions to
potential competitors to provide services similar to those that we provide. Any of these developments or other
government action could reduce the value of Iusacell s concessions and adversely affect our financial condition and
results of operations. See Item 4, Information on the Company B. Business Overview Concessions and Permits.

The Mexican government may enact new laws or adopt new interpretations to existing laws that could negatively
affect our operations and profitability

The Mexican government may enact new laws or adopt new interpretations to existing laws that could negatively
affect our operations and profitability. In particular, in the past the Mexican government has sought to impose a 10%
excise tax on mobile telephony services. This tax has since been derogated. However, we cannot assure you that the
Mexican government will not seek to enact new taxes. If such taxes are imposed, or any new laws are enacted or new
interpretations to existing laws are adopted that result in increased costs, we may be unable to pass on such costs to
our customers, or demand may decrease if we do pass on such costs.

Our financial statements may not give you the same information as financial statements prepared under U.S.
generally accepted accounting principles

Mexican companies listed on the Mexican Stock Exchange, including Iusacell, must prepare their financial
statements in accordance with Mexican GAAP. Mexican GAAP differs in certain significant respects from U.S.
GAAP, including, but not limited to, the treatment of minority interest, purchase accounting, deferred income taxes,
accounting for derivative financial instruments, gains from the exchange of non-monetary assets, the provisioning for
the consolidation of facilities and sale-leaseback transactions. In particular, companies using Mexican GAAP must
incorporate the effects of inflation directly in their accounting records and in published financial statements. The
effects of inflation accounting under Mexican GAAP are not eliminated in the reconciliation to U.S. GAAP, as these

Table of Contents 33



Edgar Filing: GRUPO IUSACELL SA DE CV - Form 20-F

inflation-adjusted figures are considered a more meaningful presentation than historical cost-based financial reporting
for both Mexican and U.S. accounting purposes. For this and other reasons, the presentation of financial statements
and reported earnings of Mexican companies may differ from that of companies in other countries. See Note 20 to our
Consolidated Financial Statements.
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The general political and economic conditions in Mexico may adversely affect our business, financial condition and
results of operations

We are a Mexican company, and most of our operations are in Mexico. As a result, our business, financial
condition and results of operations may be significantly affected by the general condition of the Mexican economy, by
a devaluation of the peso, by inflation and high interest rates in Mexico, or by political or economic developments in
Mexico. The Mexican economy grew at an annual rate of only 0.9% in 2002 and 1.3% in 2003.

The Mexican government has exercised, and continues to exercise, significant influence over the Mexican
economy. Mexican governmental actions concerning the economy and state-owned enterprises could have a
significant impact on Mexican private sector entities in general and on us in particular, and on market conditions,
prices and returns on Mexican securities, including our securities.

In the past, Mexico has experienced economic crises, caused by internal and external factors, characterized by
exchange rate instability, high inflation, high domestic interest rates, economic contraction, a reduction of
international capital flows, a reduction of liquidity in the banking sector and high unemployment. These economic
conditions substantially reduced the purchasing power of the Mexican population and, as a result, the demand for
mobile telephony services. Crises such as these could adversely affect our financial condition and results of operations
and the market value of our securities.

If the Mexican government imposes exchange controls, we may not be able to purchase imported goods or make
dividend, principal and interest payments in U.S. dollars

In the past, the Mexican economy has experienced balance of payment deficits and shortages in foreign exchange
reserves. While the Mexican government does not currently restrict the ability of Mexican or foreign persons or
entities to convert pesos to foreign currencies generally, and U.S. dollars in particular, it has done so in the past and
could do so again in the future. We cannot assure you that the Mexican government will not institute a restrictive
exchange control policy in the future. Any such restrictive exchange control policy could prevent or restrict access to
U.S. dollars or other foreign currencies to purchase imported goods and to meet our U.S. dollar obligations, such as
the payment of dividends or principal and interest under our debt securities.

Payment of judgments entered against us in Mexico will be in pesos, which may expose holders of our debt securities
to exchange rate risk

If a proceeding to enforce our obligations under any debt securities is brought in Mexico, Mexican law permits us
to pay a resulting judgment in pesos. Under the Mexican Monetary Law, an obligation payable in Mexico in a
currency other than pesos may be satisfied in pesos at the exchange rate in effect on the date when payment is made.

If a Mexican court declares us to be in bankruptcy (concurso mercantil), our obligations under any debt securities:

would be converted into pesos at the exchange rate prevailing at the time of the court s declaration of bankruptcy
and then to Unidades de Inversion, which are denominated in pesos and adjusted periodically for inflation by the
Bank of Mexico, and payment would occur at the time claims of the court-recognized creditors are satisfied
subject to the priority established by law; and

would not be otherwise adjusted to take into account devaluation of the peso against the U.S. dollar occurring
after the court s declaration.
High inflation rates in Mexico may result in a decrease in demand for our services and may negatively affect our
profit margin
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In recent years, Mexico has experienced high levels of inflation. The annual rate of inflation, as measured by the
Mexican National Consumer Price Index, was 4.4%, 5.7% and 4.0% in 2001, 2002 and 2003, respectively, and was
1.6% for the three-month period ended March 31, 2004. High inflation rates may adversely affect demand for mobile
telephony services. In addition, the overall state of the Mexican economy and competitive pressures may not allow us
to increase our prices in line with the inflation rate, thus negatively affecting our profit margin.
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Depreciation or devaluation of the peso relative to the U.S. dollar may adversely affect our financial condition and
results of operations

While our sales are almost entirely denominated in pesos, the vast majority of our obligations are denominated in
U.S. dollars. As a result, we are exposed to the risk of devaluation of the peso relative to the U.S. dollar. The peso
depreciated by 13.9% and 7.6% relative to the U.S. dollar during 2002 and 2003, respectively. In the past, the peso has
depreciated substantially against the U.S. dollar and may depreciate significantly in the future.

Declines in the value of the peso relative to the U.S. dollar could adversely affect our financial condition and
results of operations and our ability to meet U.S. dollar-denominated obligations. In particular, a devaluation could
affect our capacity for future investments because the prices for equipment are set in U.S. dollars. In addition, any
devaluation of the peso may negatively affect the value of the securities of a Mexican company with sales in pesos
and debt denominated in U.S. dollars, such as our company.

It may be difficult to enforce civil liabilities against us or our directors, officers and controlling persons

We are organized under the laws of Mexico, and most of our directors, officers and controlling persons reside
outside the United States. In addition, a substantial portion of our assets and their assets are located in Mexico. As a
result, it may be difficult for investors to effect service of process within the United States on such persons or to
enforce judgments against them, including in any action based on civil liabilities under the U.S. federal securities
laws. There is doubt as to the enforceability against such persons in Mexico, whether in original actions or in actions
to enforce judgments of U.S. courts, of liabilities based solely on the U.S. federal securities laws.

Risk Factors Relating to Our Securities
You may not be able to exercise your preemptive rights

We may offer and sell additional shares of our capital stock. Mexican law and our by-laws require us to offer
holders of our shares representing capital stock the preemptive right to subscribe for a sufficient number of shares to
avoid a proportional reduction of their holding whenever we issue new shares for subscription and payment in cash or
in kind.

We may not offer additional shares of capital stock to holders of ADS located in the United States pursuant to
preemptive rights in connection with any future issuance of stock, unless a registration statement under the Securities
Act is effective or an exemption from the registration requirements is available. Whenever we are required to make a
preemptive rights offering to the holders of ADS located in the United States, we will evaluate the costs and potential
liabilities associated with any such registration statement, the benefits to the holder of ADS, and any other factors that
we consider appropriate and then we will determine whether or not to file a registration statement. We may choose not
to file any such registration statement. If we do not file a registration statement and no exemption from registration is
available, then holders of ADS located in the United States will not be able to exercise their preemptive rights. As a
result, the equity interest of such holders in Iusacell will be reduced proportionately.

The New York Stock Exchange is monitoring events at lusacell and may delist our ADSs

We received a letter from the New York Stock Exchange dated June 4, 2004 advising us that, although we
currently comply with its quantitative listing standards, the New York Stock Exchange may make an appraisal of the
suitability for continued listing of our ADSs. This appraisal would consider factors such as (i) unsatisfactory financial
conditions and/or operating results, (ii) the inability to meet current debt obligations or to adequately finance
operations, (iii) the announcement of an intent to file, or the making of such filing, under any of the sections of the
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bankruptcy law, or the authorization of liquidation, and a company s commitment to proceed, and (iv) public
accountants opinion on financial statements containing a going concern emphasis.

A delisting of our ADSs from the New York Stock Exchange may materially adversely affect the liquidity of our
ADSs and their price. We cannot assure you that the New York Stock Exchange will not proceed to delist our ADSs.
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ITEM 4. INFORMATION ON THE COMPANY
A. HISTORY AND DEVELOPMENT OF THE COMPANY

Grupo lusacell, S.A. de C.V., which was known as Nuevo Grupo lusacell, S.A. de C.V. until February 29, 2000, is a
holding company that is a sociedad anonima de capital variable with indefinite life organized under the laws of
Mexico on August 6, 1998. Grupo lusacell Celular, S.A. de C.V., the principal operating subsidiary of Iusacell, which
was known as Grupo lusacell, S.A. de C.V. until February 29, 2000, is a sociedad andnima de capital variable with
indefinite life organized under the laws of Mexico on October 6, 1992.

Tusacell s commercial name is Grupo lusacell, but our operating subsidiaries market their products under the single
lusacell brand name. Iusacell currently operates primarily in Mexico under Mexican legislation, including, among
others, the 1995 Telecommunications Law (Ley Federal de Telecomunicaciones), the Mexican Securities Market Law
(Ley del Mercado de Valores) and the Mexican Companies Law (Ley General de Sociedades Mercantiles). See  B.
Business Overview Government Regulation for a discussion of the principal regulations to which we are subject.

Tusacell Celular, through its subsidiaries, is primarily engaged in the wireless telecommunications business and
holds concessions to operate cellular telephone systems in five contiguous market regions in central and southern
Mexico, and to provide long distance service nationwide. lusacell PCS, S.A. de C.V., another operating subsidiary of
Tusacell, holds a concession to provide mobile wireless telephony services using PCS technology in two regions in
northern Mexico.

On July 29, 2003, MovilAccess, a Mexican telecommunications service provider controlled by Mr. Salinas Pliego
and a subsidiary of Biper, completed a public tender offer in Mexico and the United States, pursuant to which it
acquired 74.6% of all outstanding capital stock of Tusacell. Verizon and Vodafone, the then principal shareholders of
Tusacell, tendered all their shares. In December 2003, we completed a reverse stock split whereby shareholders
received one new share of common stock in exchange for 20 series A or V shares.

Over the last three fiscal years, excluding the effects of inflation accounting, capitalized interest and certain
non-cash trade-in credits, we have invested approximately U.S.$319.6 million in capital expenditures, primarily for
our cellular communications network, long distance network and billing, customer care and administrative systems.
See Item 5, Operating and Financial Review and Prospects B. Liquidity and Capital Resources Capital Expenditures.

During the first quarter of 2004, we invested approximately U.S.$8.0 million in our cellular regions to expand our
coverage. In 2004, we plan to invest a total of approximately U.S.$97.8 million in capital expenditures, not including
capitalized interest, to acquire, build out and operate our PCS network in northern Mexico, to increase the coverage
and improve the quality of and enhance the features available through our cellular and long distance networks, and to
improve our billing and customer care systems. All of this capital equipment will be deployed in Mexico. Our ability
to carry out these capital expenditures depends on obtaining sufficient funds. It is unclear whether we will be able to
obtain the required funds from operations and vendor and other financing. In particular, we cannot assure you that we
will be able to complete a successful restructuring of our indebtedness. See Item 3, Key Information D. Risk
Factors Risk Factors Relating to our Liquidity We may be unable to fund our capital expenditure programs which are
critical for us to compete or pursue business opportunities and Item 5, Operating and Financial Review and
Prospects Liquidity and Capital Resources Capital Expenditures.

Our principal executive offices are located at Montes Urales 460, Colonia Lomas de Chapultepec, Delegacion
Miguel Hidalgo, 11000, Mexico, D.F., which is also where we are domiciled. Our telephone number is
(5255) 5109-4400. Our agent in the United States is Puglisi & Associates, 850 Library Avenue, Suite 204, P.O. Box
885, Newark, Delaware 19715. Our Internet website address is www.iusacell.com. The information on our website is
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not incorporated into this Annual Report.
B. BUSINESS OVERVIEW

We are a wireless telecommunications services provider in Mexico with nearly 1.3 million mobile wireless
customers at December 31, 2003, approximately 74.7% of which are prepaid customers. We hold concessions in the
800 megahertz (MHz) band to provide cellular wireless services in five contiguous geographic regions comprising all
of central and southern Mexico, and in the 1900 MHz band to provide PCS wireless services in two of the four
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regions in northern Mexico. Our service regions include Mexico City, one of the world s most populous cities, and the
cities of Monterrey, Tijuana, Guadalajara, Ledn, Puebla, Canctiin and Mérida, which when combined represent
approximately 92 million POPs comprising 90% of Mexico s total population.

We provide digital service using Code Division Multiple Access ( CDMA ) technology, the highest-capacity
commercial digital technology available in the 800 MHz frequency band in most of the regions we operate. In
January 2003, we launched the country s first CDMA2000 1XRTT voice and high-speed data network in Mexico City.
With this advanced network, we increased voice capacity and are able to offer subscribers new data services such as
high-speed instant messaging, e-mail and Internet access at speeds of up to 144 kilobits per second (kbps). In addition
to our core mobile telephony services, we also provide a wide range of other telecommunications services, including
long distance, wireless local telephony and data transmission services.

Our subscriber base as of December 31, 2003 was 1,275,763. Of these subscribers, 322,310 were postpaid
customers who purchase mobile telephony services pursuant to fixed-term contracts, and the remaining 953,453 were
prepaid customers who pay for their mobile telephony services in advance primarily through the purchase of prepaid
airtime.

Since July 29, 2003, Iusacell has been under the management control of MovilAccess. MovilAccess consultants
and personnel have been integrally involved in managing Iusacell s day-to-day operations and defining and
implementing Iusacell s business strategy. MovilAccess currently holds 74.8% of Iusacell s capital. See Item 7, Major
Shareholders and Related Party Transactions A. Major Shareholders. Prior to the acquisition by MovilAccess of its
equity interest in Iusacell, Iusacell had been under the management control of Verizon and Vodafone.

The Telecommunications Industry in Mexico
Mobile Telephony Services

The Mexican government initiated its efforts to liberalize the telecommunications industry in 1989, dividing
Mexico into nine geographic regions for the provision of cellular service. In order to provide an alternative for cellular
customers, two concessions were granted in each region, one to Telcel, the cellular subsidiary of Telmex, and the
other to an independent operator. In addition, Telmex was required to interconnect all cellular operators to its network

in an effort to facilitate competition.

The nine geographic regions are described in the table below.

Region
Number Geographical Coverage Major Cities in the Region
1 The states of Baja California and Baja Tijuana, Mexicali, Ensenada, Tecate and La Paz.
California Sur and the municipality of
San Luis Rio Colorado in northwestern
Sonora state.
2 The states of Sonora and Sinaloa (except Hermosillo, Ciudad Obregoén, Culiacdn and Mazatlan.
for the municipality of San Luis Rio
Colorado in northwestern Sonora).
3
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The states of Chihuahua and Durango
and the municipalities of Torredn,
Francisco I. Madero, Matamoros, San
Pedro and Viesca in the state of
Coahuila.

The states of Tamaulipas, Nuevo Ledn
and Coahuila (except for the
municipalities of Torredn, Francisco 1.
Madero, Matamoros, San Pedro and
Viesca).

The states of Colima, Jalisco (except for
12 municipalities in northeastern
Jalisco), Michoacan and Nayarit.

The states of Aguascalientes,
Guanajuato, Querétaro, San Luis Potos{
and Zacatecas and 12 municipalities in
northeastern Jalisco.

16

Ciudad Juérez, Chihuahua, Durango, Gémez Palacio
and Torreon.

Monterrey, Saltillo, Tampico, Ciudad Victoria, Nuevo
Laredo, Reynosa and Matamoros.

Guadalajara (Mexico s second largest city), Morelia,

Tepic, Colima and Manzanillo.

Aguascalientes, Le6n, Querétaro, San Luis Potosi and
Zacatecas.

Table of Contents

42



Edgar Filing: GRUPO IUSACELL SA DE CV - Form 20-F

Table of Contents

Region
Number Geographical Coverage Major Cities in the Region
7 The states of Guerrero, Oaxaca, Puebla, Puebla, Acapulco, Veracruz and Oaxaca.
Tlaxcala and Veracruz.
8 The states of Yucatan, Quintana Roo, Meérida, Canciin, Villahermosa, Campeche, Tuxtla
Campeche, Chiapas and Tabasco. Gutiérrez and San Cristobal de las Casas.
9 The states of Mexico, Hidalgo and Mexico City, Toluca, Cuernavaca and Pachuca.

Morelos and the Federal District.

In December 1990, the Mexican government initiated the privatization of Telmex, which was then the sole
provider of landline local and long distance service and competing in Cellular B-band cellular services, when it sold
20.4% of the equity and 50.1% of the voting power in Telmex to a private consortium for U.S.$1.76 billion. The
winning consortium consisted of Grupo Carso, S.A. de C.V., a Mexican conglomerate which owns or otherwise
controls a majority of the consortium s voting interest, SBC Communications Inc. and France Telecom S.A. Subsequent
to the original privatization, the Mexican government further reduced its holdings in Telmex through additional
transactions and completed the sale process in June 1994. In 2001, Telcel and other wireless international subsidiaries
of Telmex were spun-off from Telmex to form a new company named América Movil, S.A. de C.V., which is known
as América Movil.

Telcel holds the Cellular B-band and PCS D-band concessions in each of the nine cellular regions and is Mexico s
largest mobile wireless operator. Our subsidiaries hold the Cellular A-band concession in Regions 5, 6, 7, 8 and 9 and
the PCS E-band concession in Regions 1 and 4. Telefénica holds, through subsidiaries, the Cellular A-band
concessions for Regions 1, 2, 3 and 4 and PCS band concessions nationwide. Unefon, our affiliate, has a nationwide
PCS band concession.

Underserved Telecommunications Market

Despite the significant increase in wireline and wireless penetration in Mexico in recent years, we believe that there
remains a substantial unmet demand for telephone services in Mexico. According to the Mexican Telecommunications
Agency (Comision Federal de Telecomunicaciones) ( COFETEL ), as of December 31, 2003, there were approximately
15.7 wireline telephone lines per 100 inhabitants in Mexico, which is lower than the teledensity of some other Latin
American countries and substantially lower than those of developed countries such as the United States. Due to the
relatively low wireline penetration in developing countries such as Mexico, increases in the level of wireless
penetration in these countries may be partly attributable to users who purchase wireless services as a principal means
of telecommunications.

The following table presents, for selected countries, including Latin American countries and the United States, the
number of subscribers of wireless telephone services per 100 inhabitants as of December 31, 2002 and December 31,

2003:
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Selected Wireless Telephony Penetration

Wireless subscribers
per 100 inhabitants()

Country 2002 2003
Spain 82.3 91.6
Portugal 81.9 90.4
United States 48.8 54.3
Chile 42.8 42.8(2)
Mexico 25.5 29.1
Brazil 20.1 26.4
Venezuela 25.6 25.6(2)
Argentina 17.8 17.82)

() Source: International Telecommunication Union 2004 Website, except for 2003 figures for Mexico, which are
derived from COFETEL.

@) 2002 figures.

On May 1, 1999, Mexico implemented the calling party pays modality, or CPP, which has been implemented in
most Latin American and European countries. Calling party pays is a wireless telephony payment structure in which
the party that places a call to a wireless telephone is billed for interconnection access, and the recipient is not billed for
the airtime charges corresponding to that call. The introduction of CPP triggered growth in wireless penetration,
particularly in the prepaid segment and wireless traffic.

Our Mobile Telephony Services
History and Overview

We became the first Mexican provider of cellular telecommunications services in 1989, when we commenced
operations of our Cellular A-band network in Region 9. Through a series of transactions from 1990 to 2002, we
acquired 100% beneficial ownership interests in the entities which hold the Cellular A-band concessions in Regions 5,
6,7, and 8. In December 2001, we initiated the commercial launch of our PCS services in the cities of Tijuana and
Monterrey in Regions 1 and 4 in northern Mexico. The regions we serve cover a contiguous geographic area
comprising all of the regions in central and southern Mexico, and two of the four regions in northern Mexico, which
allows ITusacell to achieve economies of scale.

Tusacell s service regions are home to a variety of industries. Region 9 includes Mexico City, which has the greatest
concentration of service and manufacturing industries in Mexico and is also the center of Mexico s public and financial
services sectors. Region 5 includes Guadalajara, Mexico s second largest city and the commercial and service center of
western Mexico, which has also developed as a center for the maquiladora industry. Region 6 includes Ledn,

Querétaro, Aguascalientes and San Luis Potosi and has historically been dominated by the agricultural sector,
although it has also developed as an automobile manufacturing and high technology center. Region 7 includes Puebla,
Acapulco, Veracruz and Oaxaca and contains major operations of the Mexican petrochemical and automotive
industries and significant tourist resorts and attractions. Region 8 includes Mérida, Villahermosa, Cancin, Campeche
and Tuxtla Gutiérrez and contains major operations of the Mexican petroleum industry and significant tourist resorts
and attractions. Regions 1 and 4, which include Tijuana, Monterrey and Nuevo Laredo, are centers for the assembly
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plant (maquiladora) industry, manufacturing, high technology and international commerce.
We offer wireless communications services in a variety of plans, which are divided into two basic groups: either
postpaid, where the customer is billed monthly for usage during the previous month based on a fixed-term contract, or

prepaid, where the customer pays in advance for a specified volume of usage over a specified period.
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Postpaid Services

As of December 31, 2003, postpaid subscribers (including public and rural telephony) totaled 322,310, including
public and rural telephony, comprising 25.3% of our customer base. Nominal average monthly mobile telephony
revenue per subscriber (ARPU) in this segment was Ps.683.0 for 2003.

We offer a number of value-added services designed specifically to fulfill the demands of postpaid subscribers,
such as voicemail, call forwarding, call waiting, three-way calling and secretarial services. We also provide financial
news reporting, emergency services, entertainment information, reservations services and sports reports. Moreover,
CDMA digital postpaid customers have available caller identification, short message service and data transmission
services. We believe that these value-added services help increase postpaid subscriber usage and also enhance our
market image as a full service mobile telephony provider.

Prepaid Services

As of December 31, 2003, prepaid customers totaled 953,453, comprising 74.7% of our customer base. Prepaid
ARPU was Ps.75.0 for 2003.

In contrast to postpaid subscribers, prepaid customers typically generate lower levels of usage, have access to a
limited number of value-added services, or may choose to purchase a handset with preloaded minutes. Prepaid
customers often are unwilling to make a fixed financial commitment or do not have the credit profile to purchase
postpaid plan mobile telephony services. Customers may purchase airtime credit with cash or credit or debit card.
Customers may make their purchases at a distributor s point of sale, at our customer sales and service centers, through
automated teller machines, through our website or by phone.

The prepaid program markets four different prepaid cards, each of which credits a specific peso denomination
worth of airtime usage over a specified period of time. We charge for outgoing calls, as well as long distance
incoming calls and roaming services.

A prepaid customer ceases to be considered a customer of Iusacell when a specified period of time has elapsed
since the customer purchased and activated, or last added credit to, his or her last prepaid card. The customer s
telephone number is then deactivated, and the customer is considered to have turned over.

Roaming

Through our roaming agreements with other operators, we offer nationwide roaming service to our prepaid and
postpaid mobile telephony subscribers, and international service only to our postpaid subscribers. Through these
agreements, subscribers can make calls from any location in Mexico served by a Cellular A-band operator, and can
receive a call made to the subscriber s number (automatic call delivery) regardless of the region in Mexico in which the
subscriber is located. We also provide mobile telephony services to all subscribers of our roaming partners in Mexico
while such subscribers are temporarily located in a region served by lIusacell.

An operator (a host operator) providing service to a subscriber of another operator (the home operator) temporarily
located in the host operator s service region (an in-roamer) earns usage revenue. We bill the home operator of an
in-roamer for the in-roamer s usage in our service region. In the case of roaming by an Iusacell subscriber in the region
of a host operator (an out-roamer), Iusacell is billed by the host operator for the subscriber s usage. We remit the billed
amount to the host operator and bill our own customer, the out-roamer. As a result, we retain the collection risk for
roaming charges incurred by our own subscribers. Conversely, roaming charges billed by Iusacell for in-roaming
usage by subscribers of other operators are the responsibility of those operators. Roaming charges between wireless
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operators are settled monthly.

Interconnection charges owed to Telmex and long-distance charges owed to long distance carriers as a result of
roaming are the responsibility of the host operator. In-roaming fees and usage revenue represented 3.1% of our total
revenues during 2003. Out-roaming charges represented 3.7% of Iusacell s total revenues during 2003.

We have more than 60 agreements with U.S., Canadian, Latin American and other foreign operators to provide our
subscribers with international roaming capabilities. These operators include Verizon Wireless, AT&T Wireless, Sprint
and Cingular Wireless, among others. In addition, we provide, through the National Automatic Cellular Network,
automatic call delivery throughout most of the United States, including Puerto Rico, whereby our
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subscribers may receive telephone calls from Mexico without the caller having to dial access codes. Currently, our
customers are able to roam in over 2,000 municipalities in the United States and Canada, as well as in more than 150
other countries in the Americas, Europe, Asia, Africa and the Pacific. In 2003, we launched the international short
message services with the main carriers in the U.S. and Canada, enabling our customers to send and receive messages
to and from their customers.

Our Long Distance Services

In August 1996, we became one of Telmex s first competitors in long distance service when we began to provide
long distance services to our mobile telephony subscribers in Mexico pursuant to a 30-year concession.

We currently provide long distance service using our own switches and transmission equipment and a combination
of fiber optic lines, microwave links and lines leased from Telmex and other carriers. At December 31, 2003, we
provided long distance service in 52 cities to 1,287,589 customers, substantially all of which were existing customers
of our mobile telephony services. We obtained an exemption from the COFETEL that allows us not to make available
to our mobile telephony customers the services of other long distance carriers. We cannot assure you that the
COFETEL will not rescind this exemption in the future. Revenues related to long distance services represented 6.9%
of our total revenues for 2003, not including dark fiber optic cable sales.

We have been able to reduce our capital investment for our long distance business by entering into fiber optic cable
swaps with three other long distance companies between 1998 and 2002. We acquired fibers in the long distance fiber
optic networks built by Marcatel, S.A de C.V., Bestel, S.A de C.V., and Telereunion S.A de C.V, in central, northern
and eastern Mexico, in exchange for fibers in the long distance fiber optic network we completed in central and
western Mexico. As a result, we obtained redundancy in central Mexico and access to the United States border and
eastern Mexico at minimal cost.

We also exchange international long distance traffic with AT&T and Teleglobe USA, Inc. These arrangements give
us two alternative routes to deliver international long distance traffic. In March 2002, the United States Federal
Communications Commission granted to ITusatel USA Inc., our U.S. subsidiary, a Section 214 authorization that
allows us to provide facilities-based and resale telecommunications services within the United States. We have
international termination traffic contracts with U.S. carriers.

Our Other Services
Paging

On December 14, 1995, Tusacell Celular and Infomin, S.A. de C.V., which we refer to as Infomin, formed
Infotelecom, S.A. de C.V., which we refer to as Infotelecom, as a joint venture to market national and international
paging services. Iusacell Celular owns 49% of Infotelecom. See = Government Regulation Paging.

At December 31, 2003, Infotelecom had 4,344 paging customers and provided service in 30 cities including
Mexico City, Guadalajara, Monterrey, Puebla, Cuernavaca, Toluca, Querétaro, Ledn, and Ciudad Judrez. Our
revenues from paging services represented less than 0.5% of total revenues for 2003. We do not consider paging to be
an area of growth because of competition from short message services. See Item 7, Major Shareholders and Related

Parties Transactions B. Related Party Transactions Bipercomm Paging Services Operation.

Public and Rural Telephony and Fixed Local Wireless Telephony
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We operate public and rural telephony programs, using available cellular capacity. These programs provide
telecommunications services through cellular telephones in phone booths, intercity buses and rural areas. The
provision of services in this way fulfills the terms of our concessions for the provision of cellular telephony service
and uses our cellular network to provide telecommunications coverage in areas with little or no basic service. As of
December 31, 2003, we had 46,230 cellular telephones in service under our public and rural telephony programs.

We also provide, on a trial basis pending approval from the SCT, fixed local wireless service in the 450 MHz
frequency band in selected markets in Region 9. As of December 31, 2003, we had 4,721 customers. See ~ Concessions

and Permits Fixed Local Wireless Telephony.
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Data Transmission

We provide mobile and fixed data transmission services. We offer three types of services: (i) private lines such as
E-1, E3/DS3 and STM1 directly to carriers and large corporate customers; (ii) Internet access to carriers and Internet
service providers; and (iii) digital multiservices connection to customers private branch exchanges ( PBX ) to reduce
costs for mobile telephony and long distance calls to corporate customers.

In January 2003, we commercially launched Mexico s first CDMA2000 1XRTT voice and high-speed mobile data
network in Mexico City. With this advanced network, we have increased our voice capacity and are able to offer
subscribers new data services such as high-speed access for internet, intranet, e-mail, instant messaging, and multiple
download for multimedia applications and M2M solutions at speeds of up to 144 kilobits per second (kbps). Our target
is to complete the network upgrade to this technology in the main cities of our service regions in the second half of
2004. During the latter part of 2003 and early 2004, we completed the technical testing stage of different platforms to
offer voice over IP services in the modality of groups, commercially known as push to talk features. We plan to
develop a commercial strategy and implement such features in the second half of 2004.

Seasonality
Our business is not materially affected by seasonality.
Sales, Marketing and Distribution

Our marketing strategy is directed to achieve profitable growth, focused primarily on our mobile telephony
business. We have focused our sales and marketing strategy on innovative products and value-added services for
digital postpaid and prepaid customers, defined as the person who utilizes and depends on mobile telephony
communications on a daily basis. Our mobile telephony subscribers are classified according to five different usage
profiles. We are implementing distribution, advertising, customer service support and pricing plans targeted to each
specific customer segment and to increase airtime usage.

We currently target the various segments of our subscriber base through various sales and distribution channels.
Our sales force plan provides for continuous training, a basic salary and monetary incentives to encourage our sales
force to activate profitable and loyal accounts, cross-sell the full complement of our service offerings and maintain our
standards in advertising, promotions and customer service.

Customer Sales and Service Centers

Our customer sales and service centers offer one-stop-shopping for a variety of mobile wireless services and
accessories. Walk-in customers can subscribe to mobile telephony service postpaid plans, purchase prepaid cards, sign
up for long distance service and purchase equipment such as handsets and accessories. Certain of our stores also offer
face-to-face customer service. We currently have a total of 111 customer sales and service centers throughout our
cellular and PCS regions, 103 of which are managed by Elektra and eight of which continue to be managed by us.

In an effort to control costs, during 2003 we closed 17 centers. Our affiliate Elektra, a retail house appliances chain
with significant experience in the operation of retail points of sale, has assumed the operations of 103 of our centers
and also offers some of its products in the premises. However, we are evaluating on an ongoing basis whether Iusacell
should again operate and manage some or all of these centers. See Item 7, Major Shareholders and Related Party
Transactions B. Related Party Transactions Elektra Operation and Management of our Customer Sales and Service
Centers.
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Corporate Sales Force

To service the needs of our corporate customers, we have created a direct sales force, which, at December 31,
2003, included 22 full-time sales representatives. These direct sales representatives are distributed along our service
regions to deliver personalized service. This group of trained representatives seeks to increase sales by:

aggressively pursuing sales opportunities in the corporate segment;
21
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bundling combinations of services into customized packages designed to meet customers requirements;
developing and marketing new services to satisfy the demands of such customers; and

educating corporate purchasing managers about alternative pricing plans and services.
In an effort to control costs, during 2003 we reduced our full-time corporate sales force by more than two-thirds.
To compensate for this, we now allow our independent distributors to offer corporate plans. Since March 2004 we
have been hiring sales representatives and currently have a sales force of 35 sales representatives.

Independent Distributors

In order to broaden our market, we maintain relationships with a broad network of exclusive distributors and
national retailers. At December 31, 2003, these distributors and retailers sold all of our products at 1,315 points of sale
in Mexico, down from 1,654 points of sale a year before. This decrease was due primarily to our critical financial
condition. Our prepaid cards were distributed at an additional 59,540 points of sale, up from 56,459 points of sale a
year before. The increase in prepaid cards points of sale is mainly due to the commencement of the distribution of our
prepaid cards by Elektra in August 2003 and Coppel in September 2003, two national retail house appliances chains.
See Item 7, Major Shareholders and Related Party Transactions B. Related Party Transactions Elektra Marketing and
Sales Services.

In order to ensure that our standards are maintained at all distribution points, we provide assistance to our
distributors in training, promotions and advertising. We also provide them with information on our customer base to
allow the distributors to service our customers effectively. In particular, in May 2004 we launched a web site for our
exclusive distributors which enables them to offer almost all of the current services that we provide at our customer
sales and service centers such as prepaid and postpaid activations, upgrades, payments, copies of invoices and changes
to user plans.

Commission Sales Agents

In the past, we retained commission agents as a flexible sales force in all of our mobile telephony regions. The
agents functioned as mobile telephony service brokers for us, working out of their own premises. These agents
provided additional distribution outlets with minimal support from Iusacell. We plan to redeploy this channel of
distribution during the second half of 2004.

Telemarketing

From time to time, we engage telemarketing service providers as a direct marketing mechanism or to follow up on
targeted outbound calls and receive calls through an 800 number. In recent months, we have used telemarketing as a
tool to reach out to prospective customers. Prospective customers are assigned to our corporate sales force when more
than 20 lines are requested and to an exclusive distributor when less than 20 lines are requested. Our policy is to call
the prospective customers within 24 hours after we receive the call at our 800 number asking for information about
our products. The telemarketing force is knowledgeable as to our products specifications, but our corporate sales force
or the exclusive distributor close the sale. See Item 7, Major Shareholders and Related Party Transactions B. Related
Party Transactions Teleactivos Call Center Services.

Electronic Means

We have implemented four electronic tools for the sale of prepaid airtime without the purchase of a prepaid card:
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sales through automated teller machines,

sales over the phone by dialing *AIRE,
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sales through our website ~www.iusacell.com, and

sales through specific points of sale.
Sales at ATM machines are charged against our customer s bank account by using a personal identification number.
We have implemented ATM sales at Banco Azteca, Banamex-Citibank, BBVA Bancomer, HSBC and Bancrecer.
Sales using *AIRE and our website are charged to our customer s credit card.

Sales through specific points of sales are made in two different ways. Customers can purchase airtime at certain
exclusive distributors by simply giving their phone number. Customers can also use credit card terminals installed at
our exclusive distributors “ premises that print an electronic ticket with the personal identification number that the
customer must dial in order to charge the airtime.

Advertising

From time to time, we launch advertising campaigns that emphasize the benefits of our products and services,
which we believe strengthen our brand name. See Item 7, Major Shareholders and Related Party Transactions B.
Related Party Transactions Advertising Services.

Customer Service

Postpaid customers can access dedicated support by dialing *611, while prepaid customers can access support by
dialing *VIVA. In the fourth quarter of 2003, we outsourced our call center operations to an affiliate of MovilAccess,
our controlling shareholder. This outsourcing has enabled us to reduce operational costs. See Item 7, Major
Shareholders and Related Parties Transactions B. Related Parties Transaction Teleactivos Call Center Services.

Customer service representatives are equipped to answer questions regarding services and products 24 hours a day.
We train customer service representatives to ensure that each customer receives prompt attention, informed answers to
any inquiries and satisfactory resolution of any concerns. In May 2003, we redesigned our compensation plan to
motivate our customer service force by compensating it based on performance, rather than having only a fixed salary
structure, as was the case before.

We also implemented a loyalty and retention program. This program includes welcome calls, first invoice calls and
periodic calls to customers to ensure satisfaction. We also make outreach calls to customers whose contracts are
ending or who choose to terminate service, offering them a range of alternative service plans based on their profile to
encourage contract renewal. Recently, we implemented a points rewards program for postpaid and prepaid customers
to encourage loyalty.

We plan to implement during the second half of 2004 a software application that will reduce complexities in
providing customer service by avoiding interaction with multiple applications, and will compile customer contact
history information under one single system. This application will allow us to provide better customer service.
Pricing
General

We offer a variety of flexible pricing options for our mobile telephony customers. The primary components of the
postpaid pricing plans include monthly fees, additional per-minute usage charges and a number of included minutes

per month. The prepaid program markets cards which credit peso amounts to a customer s account. The cards can be
used for a period of 30 days. See Item 4, Information on the Company Business Overview Mobile Wireless
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Services Prepaid Customers. Most of the postpaid plans include a selection of free handsets. The prepaid plans do not
provide free handsets.

We continually review market pricing in order to maintain a competitive offer and attract customers from our
target market. As a result, constant adjustments to meet market and competitive conditions may require that we
increase or decrease prices over short periods of time. In the past, we have been unable to increase prices to match
increases in inflation due to competitive pressures.
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Postpaid Plans

The postpaid pricing plans are designed to target primarily high and moderate usage postpaid subscribers.
High-usage customers are typically willing to pay higher monthly fees in exchange for larger blocks of minutes,
value-added services, a free high-end handset and lower per minute airtime charges. Moderate and lower-usage
subscribers typically prefer pricing options which have a lower monthly charge, fewer minutes included, a less
expensive handset (but still with subsidy) and higher per minute airtime charges than those options chosen by
high-usage customers.

In December 2003, we launched a new set of postpaid value plans aimed to position us as the best alternative for
the high-value market segment. These new postpaid plans were designed according to the needs of targeted consumer
segments and are supported by advertising and marketing campaigns.

We also offer multi-line plans designed to fit the communication needs of small groups of users. In addition,
special cross-border plans are offered to Region 1 subscribers whereby they can place lower priced calls across
Mexico, the United States and Canada. Finally, in Regions 1, 4 and 8, we offer local plans with competitive per
minute pricing.

For our corporate customers, we offer either a flexible combination of our various service packages at a volume
rate or a large pool of minutes that can be shared among all users at a competitive per minute price.

Prepaid Plans

In contrast to postpaid subscribers, prepaid customers typically generate lower levels of airtime usage, have access
to a limited number of value-added services, often already own a handset and often are unwilling to make a fixed
financial commitment or do not have the credit profile to purchase postpaid plan services.

Our prepaid services, which we market as VIVA plans, provide for automated reactivation and value-added
services such as voice-messaging. We currently offer our VIVA prepaid cards in denominations of Ps.100.0, Ps.150.0,
Ps.200.0 and Ps.300.0. We also offer virtual airtime in denominations of Ps.500 and Ps.1,000 through automated teller
machines and in stores operated by Elektra and Salinas y Rocha, S.A. de C.V., national retail chains that are our
affiliates. In February 2003, we introduced new prepaid cards with an aggressive price per minute structure designed
to avoid becoming subject to a new tax on prepaid mobile telephony services imposed by Mexican tax authorities.
This tax has since been rescinded pursuant to an injunction. However, since our competitors instituted similar price
structures, we have been unable to roll back these price decreases because of competitive pressures.

Hybrid Plans

In 2000, we launched a hybrid plan which featured elements of postpaid and prepaid plans targeted at high school
and university-aged youths who want the status of a mobile telephony phone but want to control their usage. In March
2003, we discontinued the hybrid plans because of the high level of churn experienced. However, due to demand from
customers, we reintroduced hybrid plans, known as Control Plan and Facillito, in January 2004. We have increased
the monthly fees charged for hybrid plans in an effort to minimize churn.

Activation, Billing and Collection Procedures
We can activate a phone within 15 minutes or less for any prepaid and postpaid customers through the use of new

technologies such as Over The Air Service Provisioning. For postpaid customers who intend to pay their monthly
charges either with a credit card or in cash there is an automatic credit scoring process prior to the delivery and
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activation of a mobile telephone. The deposit requirements are determined automatically based on the risk profile
resulting from the credit scoring.

We have also implemented a system to monitor MOU levels and the number of calls to certain geographic areas in
order to identify abnormal usage by postpaid subscribers. When abnormal usage is detected, we contact the subscriber
to determine whether such usage has been authorized. We believe that these procedures are effective in reducing the
number of billing disputes with subscribers and losses due to fraud.

Billing is currently administered using five different billing systems, including:
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a mobile telephony customer care and billing system provided by Schlumberger Distribution Mexico, S.A. de
C.V., which we also use for our 450 MHz fixed local wireless business,

one point of sale system that provides billing, administration and control features,
a proprietary residential long distance system,
a proprietary system for high-volume business long distance customers, and

a system for paging customers.
We compile billing information from our switches by electronic transfer on a half-hour basis for processing by our
billing systems. We have measures in place that enable us to recover billing information that may be lost as a result of
disasters.

We invoice our postpaid customers at the end of each month for the previous month s service. All customers have
21 credit days, after which they receive an overdue balance notification, except for a select number of postpaid
customers distinguished by volume, which customers are allowed 36 credit days. Our payment policy stipulates that
after 60 days of non-payment, lines are suspended, and after 120 days of nonpayment, these lines are disconnected and
considered as delinquent accounts.

We mitigate our credit exposure in seven ways:

by obtaining a credit report from
the National Credit Bureau (Burd
Nacional de Crédito), a Mexican
affiliate of TransUnion
Corporation for those customers
not found in our internal database;

by performing an automatic credit
scoring and depending on the risk
profile, we may require our
customers to prepay a certain
number of monthly fees or even
the cost of the handset;

by requiring payment to be made
by credit card;

by establishing credit limits and
portfolio segmentation, according
to customers credit quality;

by requiring full payment at the
time of purchase of a handset;

by offering prepaid services,

which eliminate all credit risk;
and
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by applying additional collection
procedures according to a
customer s prior payment
behavior.

For 2003 we reserved approximately 3.6% of our revenues for doubtful accounts. We record a revenue provision
for those postpaid customers who have fallen behind on their payments and whose service had been partially
suspended. We permit incoming call service and continue to charge monthly fees to suspended customers for an
additional two months, but reserve a substantial portion of the monthly fees as a revenue provision.

Churn and Turnover
Postpaid Churn

Postpaid churn measures both voluntarily and involuntarily disconnected subscribers. Average monthly postpaid
churn for a given period is calculated by dividing the sum of all postpaid subscribers disconnected during such period
by the sum of the beginning-of-month postpaid subscribers for each of the months in such period, expressed as a
percentage. Voluntarily disconnected subscribers encompass subscribers who choose not to continue with Tusacell
postpaid services or choose to migrate to one of our prepaid options. Involuntarily disconnected subscribers
encompass customers whose service is terminated after failing to meet [usacell s payment requirements.

Average monthly postpaid churn for 2003 was 3.3%. To reduce churn, we have implemented retention and loyalty

program that includes the proactive calling of customers as well as the development of specific retention offers to
address specific problems.
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Prepaid Turnover

We evaluate alternative methods of determining prepaid customer turnover on an ongoing basis, as the current
method is dependent upon, among other things, the number of days of use we permit before deactivating a phone
number.

Under our current policy, prepaid customers have 30 or 60 days, depending on the prepaid plan, to use an activated
prepaid card, activate a new card or otherwise recharge the airtime in their account. If the customer has not activated a
new card or recharged the airtime in its account at the end of 30 or 60 days, the balance of the customer s account
becomes zero, and the customer loses the ability to make outgoing calls for an additional period of 90 days. During
this 90-day period, a prepaid customer will be able to receive incoming calls, but not to make outgoing calls. Once the
90-day period lapses, and unless the customer has activated a new card, recharged the airtime in its account or
received incoming calls, the customer s telephone number is deactivated.

In the third quarter of 2003, we made certain changes to our activation and turnover policies aimed at providing
greater transparency and focusing on active customers. We reduced the period during which a prepaid customer can
receive incoming calls but cannot make outgoing calls from 305 and 275 days (depending on the amount of airtime
charged) to the current 90 days. Through this policy change, in the third quarter of 2003 we identified and wrote off
approximately 437,000 existing prepaid customers who had not utilized our service nor received income calls for
more than 90 days. In the fourth quarter of 2003, we wrote off approximately 135,000 additional lines.

We also reduced the initial period for spending an activated prepaid card and activating a new card from 60 or
90 days, depending on the prepaid plan, to the current 30 and 60 days.

Network, Equipment and Information Technology

Our cellular and PCS network utilizes Lucent Technologies CDMA digital technology. As of December 31, 2003,
our integrated wireless network was comprised of seven cellular and PCS switches, 706 cellular and PCS cell sites,
132 repeaters covering 53 million inhabitants or 57% of Mexico s total population in Iusacell s concessioned regions.
During 2003, we added 17 new cellular cell sites and one PCS cell site.

We also have 807 microwave links, all of which are owned by us, with either SDH or PDH technology. We have
also leased lines located mainly in Regions 1, 4 and 8. We have swapped our rights to certain short-haul microwave
frequency links for long-haul frequency links in northern Mexico held by an affiliate of Telefonica, the Cellular
A-band provider. In addition, in April 2004, we obtained the right to install long-haul microwave links using Bestel “s
frequencies.

Our long distance ne