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CIRCULAR
March 26, 2004

REIMBURSEMENT OF TAX WITHHELD ON
DIVIDENDS PAID DURING 1999, 2000 AND 2001.

During 1999, 2000 and 2001 article 152 of the Mexican Income Tax Law provided that
Mexican subsidiaries paying dividends to non-resident shareholders would have to
withhold a dividend tax of 5% on the amount resulting from applying a factor of 1.5385
to the dividend paid causing an effective rate of 7.69%.

It is pertinent to remark, that Mexico entered into Tax Treaties to avoid double taxation
with more than twenty countries whereby the Mexican Government accepted the
commitment not to tax the dividends with a rate higher than 5%.

In terms of the treaties, the Tax Administration Bureau must reimburse the excess tax
withheld for dividends paid during 1999, 2000 and 2001 that is, the 2.69%.

We have presently obtained favorable decisions from the tax courts ordering the Tax
Administration Service to reimburse the amounts withheld in excess during the
aforementioned years.

We advice you to check with your Mexican subsidiary to find out what withholding rate
was applied.
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