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Juan José Hurtado Vicuna
Chairman

Dear shareholders,

On behalf of the Board of Directors, it is my great pleasure
to present our achievements and results for 2013, a year
marked by a great deal of activity and one in which we took
a number of major steps to secure our future development.

Expansion in Peru

On account of its size and relevance, | would like to start by
discussing our takeover of Nextel Peru. In August 2013, we
completed the acquisition of 100% of shares in the company
from NIl Holdings in a transaction valued at approximately
USD $410 million.

Nextel is the third-largest mobile company in Peru, with
sales of USD $314 million and a customer base of 1.6
million, as of December 2013. Historically, it has successfully
focused on the business segment and high-use clients,
particularly through push-to-talk voice services, which are
similar to radio communications. Although the company has
lost its leadership and market position, it has retained its
reputation for quality and high levels of service.

The acquisition represents an excellent platform for growth
in @ high-potential market like Peru. We hope to become a
major force in the market, replicating the business model
we have successfully developed in Chile. To do so, it will be
necessary to expand Nextel's operations to provide modern
mobile services, with a focus on supplying data connectivity
to a wide range of customers, including businesses and
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mass-market consumers, supported by a robust network
with world-class platforms and services.

Even before we had completed the takeover, we had applied
for and secured spectrum on the Advanced Wireless
Services (AWS) band through our subsidiary Americatel
Peru. The license provides us with 40 MHz of spectrum with
which to roll out networks with 4G Long Term Evolution
(LTE) technology from the outset.

In the last quarter of 2013, we completed the restructuring
of the company, launched new services and committed to
a medium-term investment plan whose main aims are to
expand the mobile access network, alongside commercial
and support infrastructure.

It is a highly ambitious project, however we believe it is
an excellent opportunity of which Entel is well placed to
take advantage. Our industry and the Peruvian market
are undergoing a technological transformation toward
smartphones and data, and total hyperconnectivity. Peru
has a population of 30 million, just under double the
population of Chile. The economy exhibits strong rates
of growth and the competitive environment creates an
opportunity for an operator that is able to offer quality
services. This is a winning combination for our business
and even if it will require considerable effort over a
number of years, in line with our company tradition, we
remain clear-headed and highly enthusiastic about the
opportunities it presents.

Sustained development in Chile allowed us to capture growth opportunities

in high-potential markets like Peru. Entel will transform its new subsidiary in

the country into a long-term operator, with a strong position in the Peruvian

telecommunications industry.
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Customer Base

At the end of 2013, the company’s total mobile customer
base for both countries was 11,984,548 users, growth of
19% with respect to 2012.

In Chile, in line with moderate growth in the market, Entel's
mobile services customers increased by 3.2% to 10,428,885
users. This figure represents a market share of 39%, as of
December 2013.

In response to the positioning and strategy pursued by the
company, the biggest increase in customers came from
the postpaid segment (customers with voice, multimedia
or mobile broadband contracts), which saw an increase of
8%, taking its share of the total customer base to 33% at
the end of the year. We also maintained our leadership in
the capture of mobile customers switching networks in this
segment, with a net balance of 83,364 users between Janu-
ary and December 2013.

From Voice to Data

We are living through a global transformation from voice to
data, and towards the connectivity of all things. The potential
for growth is enormous. According to information provided
by Chile's Department of Telecommunications, the country
had 6.3 million mobile Internet users as of December 2013,
compared with just 640,000 four years ago.

Our company is playing a key role in this new reconfiguration
of the industry, like it did over a decade ago in promoting the
penetration of mobile voice services. As of December 2013,
55% of Entel's contract customers have a data or multimedia
plan, a figure that represents solid growth compared to 42%
in 2012 and 28% in 2011. Of the total number of handsets
sold by Entel in 2013, including prepaid handsets, 35% were
smartphones.

In parallel to this development, we have been transforming
our pricing structure for both postpaid and prepaid
customers towards a system of variable charges based
on usage. All new postpaid plans now use this system. We
believe this pricing method makes our packages clearer,
safeguarding both the interest of our customers and the
sustainability of our business.

4G Services and Spectrum in Chile

The demand for data on our mobile networks grew by
approximately 53% in 2013. We are living through a
“digital tsunami” that requires both investment and
availability of spectrum, key factors in the long-term
evolution of the industry.

Following publication of the decree formalizing the award of
frequency block B on the 2,600 MHz band to Entel on March



26,2013, the company has launched a 4G LTE network with
803 points of presence throughout the country. The service
became available to our customers in March 2014.

The technology will be complemented by the development
of the 4G network on the 700 MHz band, which was
provisionally awarded to Entel on February 28, 2014. This
license corresponds to block B (30 MHz of spectrum) and will
allow us to significantly improve coverage inside buildings,
as well as make the service more reliable, in comparison
with what it is possible to deliver on the 2,600 MHz band.

The provision of 4G services is complex and customers have
high expectations. We want to offer a distinctive experience,
something that can only be achieved with the concentrated
deployment of LTE, at least on these two frequencies, which
we will be able to do in the near future.

Growth in the Residential Market

Towards the end of 2012, we began the introduction of a
new integrated package called Entel Hogar that provides
a wireless fixed telephone line, wireless broadband and
satellite television services, targeting areas and market
segments without an attractive range of products in this
area. In 2013, the volume of contracted services grew year-
on-year from 30,000 to 206,000, representing revenue of
CLP $15,709 million for the year.

Growth in the residential market will be driven by the fuller
development of 4G, making it possible to offer fixed wireless
broadband over 4G with significant quality improvements
over the 3G network at a more affordable price in many
residential sectors of the country without competitive fixed
broadband services.

Business Services

In the SME Segment, we have attempted to respond to
our customers’ needs, providing solutions over high-
speed networks thanks to our investment in fiber-optic
infrastructure with GPON technology, which has now been
rolled out in 25 districts.

In the Corporate Segment, 2013 reaffirmed our ability
to deliver large-scale connectivity projects, with the
implementation of a network of over 1,500 points throughout

the country for the Ministry of Health. The demand for
IT outsourcing services, in their various forms, saw us
complete the expansion of our Ciudad de los Valles data
center, with phase two entering service in March, adding
around 2,000 m? of floor space.

Taken as a whole, revenue for data, IT outsourcing and
Internet over fixed networks for business customers
increased 14% during 2013.

Investment

In 2013 we made investments worth USD $843 million. Of
this figure, USD $694 million was invested in Chile, with the
remainder destined for Peru, primarily for the award of the
AWS band that will allow us to develop the market's high
potential for data.

Of investment in Chile, USD $424 million (61%) was used
to strengthen the mobile business through the expansion
of 3G networks and the roll out of 4G networks to meet
the explosive growth in demand for data services and our
customers’ desire for ever-faster access to the web. We
also invested USD $154 million (18%) in customer projects
and made major investments in data and fixed access
network infrastructure, expanding shared platforms and
data centers.

Finance

The confidence of the financial markets in Entel was
reflected in the placement of USD $1,000 million of bonds in
the United States. This transaction, our first ever overseas,
attracted 4.5 times more demand than required and an
interest rate of 4.97% in USD, for an average term of 10
years, equivalent to a spread of 2.45% over the American
Treasury bond for the corresponding term. The bulk of the
series was purchased by institutional investors in the United
States (57%) and European investors (19%), with 13% being
placed in Chile. The full value of the resources obtained from
this transaction will be used to refinance liabilities.

To secure our solid financial position and undertake the
investment required for continued growth, 2013 saw the
provisional establishment of a new dividend policy based on
the distribution of up to 50% of distributable profits for each
financial year.
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Results

In 2013, Entel continued its trend of double-digit revenue
growth. Revenue totaled CLP $1,643,930 million, an
increase of 14% from the previous year. The growth is
largely explained by the solid expansion of mobile and data
services in Chile (including IT) and the consolidation, since
September, of the results from the operation of Nextel Peru.

Entel's profits for 2013 were CLP $146,965 million. This is
down 12% from the previous year (CLP $167,294 million),
mainly due to the effect of the new accounting procedure for
mobile handsets for postpaid customers, which took effect
in the last quarter of 2012. Profits were also affected by the
incorporation of new businesses, higher costs associated
with hedge instruments and increased in financial
expenditure related to the higher level of debt.

EBITDA fell 13%, from CLP $536,525 million to
$467,316 million, year-on-year. The new accounting
procedure had a major impact on EBITDA, meaning that if
the effect of the procedure is isolated to allow a like-for-like
comparison, EBITDA increased by 11% year-on-year.

New Tariffs

In 2013, the process to determine mobile access charges,
scheduled for completion in January 2014, got underway.
Although the authorities have been challenged on the
application of certain marginal cost criteria from 2015, it is
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estimated tariffs will not have a significant impact on our
financial results.

In 2014, we will be paying close attention to appeals and
the processes for establishing the access charges of the
country’s major fixed telephone companies (Telefénica and
VTR) that is currently taking place.

Distinctions

Entel came third out of the 50 companies from all industries
in Chile's Most Innovative Companies ranking for 2013, run
by the ESE Business School at the Los Andes University.
It also received the Best Place to Innovate prize for 2013,
jointly awarded by the Faculty of Economics and Business at
the University of Chile, the Chilean Economic Development
Agency (CORFO) and the research firm Cadem.

We came first in the telecommunications industry and sixth
out of 100 companies with the best reputation in the country
in the Merco 2013 ranking.

However, | have left one distinction that is particularly highly
prized by us until last. Our company is continually focused on
ensuring our customers remain at the heart of our business.
Thanks to these efforts, we were awarded, for the eleventh
year running, the National Mobile Telephone Quality Prize,
run by ProCalidad, in addition to the Customer Experience
Prize, for the second time, awarded by the Ibero-American

Association of Business Customer Relations (AIAREC),
based on 130 companies in different sectors in Brazil, Chile,
Colombia, Spain, Mexico and Venezuela.

We were delighted with all these the good results and
awards, which we received with characteristic modesty.
Together with our willingness to acknowledge any mistakes
we make and a desire for continuous improvement, the
awards allow us to continue making progress for our
customers, our shareholders and society as a whole.

Finally, | would like to close by expressing my gratitude
once again for the trust placed in our company by our
shareholders, the preference, recognition and occasional
tolerance of our customers, the support and collaboration
of our suppliers, the receptiveness and understanding of
all those affected on a daily basis by our activities, and the
professional and human effort and dedication of all our staff.

With my best wishes,

Juan Hurtado Vicuina
Chairman
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Backed by the best network and data
center infrastructure in Chile, Entel
helps more than 10 million people
live better connected and supports
enterprises and corporations in Chile
and Peru, helping them to optimize

their business processes.

Entel is Chile’'s leading telecommunications company.
It offers a full range of services, including mobile and
fixed communications, IT outsourcing and contact center,
providing consumers, enterprises and corporations with
a world-class connectivity experience. It also provides
network infrastructure, traffic and roaming services to
national and international companies and mobile virtual
network operators. The company also has a presence in
Peru through its subsidiaries Americatel Perd, Servicios de
Call Center del Peru, and, since August 2013, Nextel Perd,
with a similar strategy in terms of market position and
service range.

COMPANY OWNERSHIP

54.8 %
INVERSIONES
ALTEL LTDA

358%

OTHER

9.4%
PENSION
FUNDS

Market Share

According to studies carried out by the firm IDC in December
2013, Entel leads Chile's mobile services market, with a share
of 39% of the total number of customers, including voice and
mobile broadband. As of December 2013, Entel had 10,428,884
mobile customers.

With a market capitalization of USD $3,215 million at the end of
2013, Entel Chile S.A.is one of Chile's largest corporations, with
stock distributed among 2,138 shareholders. The controlling
shareholder is Inversiones ALTEL Ltda. with a share of
54.8%. Inversiones ALTEL Ltda. is a subsidiary of Almendral
S.A., an investment company controlled by six corporate
groups with a presence in various sectors of the Chilean
economy and a strong commitment to the development of the
telecommunications and IT industry.
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BREAKDOWN OF REVENUE BY MARKET
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Entel's credit rating policy is to maintain investment grade CENTER

status, with its debt structure managed accordingly. 12%
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Ratings Agency Rating Outlook Date CORPORAL‘('J;/(;

Moodys Baa2 Stable October 2013 CHILE

Standard & BBB+ Stable October 2013

Poor’s 17%

Fitch (Local) AA- Stable August 2013 SME

ICR (Local) AA+ Stable April 2013 e

GROSS REVENUE

Consumers Chile 997,618 868,989 15%
SMEs Chile 310,955 292,101 7%
Corporations Chile 203,572 189,804 7%
Wholesale Chile 218,087 202,250 8%
Call Center 36,278 32,965 10%
Americatel Peru 21,988 20,878 5%
Mobile Peru 48,127 - -
Total 1,836,624 1,606,987 14%
KEY FIGURES

(CLP million) 2013 2012 Annual change (%) 2011
Consolidated Revenue 1,643,930 1,440,978 14% 1,240,914
EBITDA 467,316 536,525 -13% 515,200
Operating Profit 218,037 221,580 -2% 238,227
Annual Profit 146,965 167,294 -12% 180,767
Profit per share (CLP) 621.36 707.30 -12% 764.26
Dividend yield (%) 5.26 5.61 - 6.1%
Return on equity (%) 17.34 21.08 - 24.19




Strategy

Jussion

Our mission is to ensure we all live better connected, making

a responsible contribution to the transformation of our society.

Vision
Entel aspiresto be a world-class service company that provides
its customers with a distinctive experience, a place where

people can reach their full potential, a company continuously

reinventing itself to strengthen its leadership.

Our mission and vision are backed by a solid brand, ademanding workplace,
the country’s most modern and reliable networks and data centers, best
practices in customer service, and a systematic culture of innovation
reaching all areas of the business.




Strategic Priorities

Strengthen our Network and IT Infrastructure

Ensure end-to-end quality in our technology platform and
keep it up to date to allow us to offer our customers the best
possible quality of service and facilitate the introduction of
innovative products and services.

Improve Customer Satisfaction and Loyalty

We want our customers to enjoy the experience of
interacting with us and have the easiest and safest access
to connectivity to help us gain their trust and loyalty.

Driving Innovation

Our objective is to offer our customers the most attractive
and innovative range of mobile and fixed services. Our
model of innovation is based on capitalizing on international
telecommunications and IT trends, focusing on initiatives
that allow us to maintain our position at the cutting edge of
the industry, differentiate our company and consolidate our
leadership in the markets in which we operate.

Expand Mobile Data Services

We aim to capture opportunities for growth in mobile data
and develop communication tools with customers to improve
their experience of services over more complex products,
facilitating interaction in shops and distribution channels.
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Drive the Growth of Outsourcing Services

We strive to maintain our leadership in the enterprise segment,
supporting our customers in all segments with integrated
high-quality services.

Our goal is to increase our share of IT outsourcing in the
SME and Corporate Segments.

Expand Services in the Residential Market

We want to take advantage of the strong recognition of our
brand, expanding our range of voice, Internet and television
services in specific segments of the residential market.

Capture Growth Opportunities in Other Countries

We will continue to selectively evaluate opportunities
to expand our range and scope of services. Our recent
acquisition of Nextel Pert aims to increase our presence in
the Peruvian market and take advantage of the promising
opportunities for growth.
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_ history

Entel's business model is subject to
continuous review, allowing us to
take advantage of rapid changes in
our customers’ needs, technology,
regulations and the competitiveness
of the market.

In 1960, Chile was struck by a major earthquake that
caused extensive damage to its inter-urban network,
highlighting the requirement for a modern and secure
telecommunications system. This requirement gave rise to
the creation of the Empresa Nacional de Telecomunicaciones
(Entel) in 1964. Starting its life as a public body, a key part
of its role involved the installation of networks throughout
the majority of the national territory to ensure continuity
of inter-urban communications and provide long-distance
international connectivity. In 1968, Entel launched the first
satellite station in Latin America and in 1974, it launched
the National Telecommunications Center in Santiago (better
known as the Entel Tower), which forms the central node of
the system.

In 1986, the Chilean government began the privatization of
the company, which was completed in 1992.1n 1993, through
a series of market transactions, Chilquinta (now Almendral)
acquired a share of 19.9%. In June 1996, a meeting of the
company’s shareholders authorized an increase in capital,
allowing the entry of Stet International Netherlands N.V.
(later to be taken over by Telecom Italia), which assumed joint
control with Chilquinta through a shareholder agreement. In

18

March 2001, Telecom Italia acquired the shares of Chilquinta
and the Matte Group, increasing its share in the company to
54.76%. The ltalian group held its share until March 2005,
when it was acquired by Almendral S.A., which still held the
share at the end of 2013.

Transformation

For 30 years, Entel was Chile's leading supplier of long-

distance telephone services. However, the structure
and relative importance of services that marked the
telecommunications industry throughout the 1970s and
1980s would undergo radical change over the next 20 to
30 years. At this point, local voice telephone services still
represented around 60% of total revenue in the industry,
with long-distance services accounting for between 25%
and 35%, and the remainder made up of “private” services,
generally provided to businesses that required a variety of
data solutions (wireline and satellite) for their operations, a
growing, but still extremely small, market. In general terms,
Chile's telecommunications sector represented less than 2%

of the basic basket of retail goods and services.

This structure was to undergo radical change, starting with
the fundamental modernizations that saw the principles of
free tariffs and market entry enshrined in law, with prices
for end customers set in line with objective criteria in cases
where intervention was required, such as local telephone
services, the requirement for interconnection between
operators of fixed, mobile and other services, and maximum
interconnection prices fixed based on cost criteria.

national

In 1994, reform to the

telecommunications market followed, opening it up to new

a second major

operators under the same conditions as local operators
for the provision of long-distance and other services using
the networks of local operators. This created competition
through the so-called Multicarrier

system, allowing



customers to choose between long-distance operators for
individual calls.

Under this new market structure, Entel maintained a strong
position in the long-distance market with the carrier code
123, while successfully entering other high-growth markets
in the country, such as business data services (referred to
as “private services” in the regulations) based on various
technologies.

A third wave of modernization allowed operators like
Entel to obtain spectrum and, through the deployment of
networks and regulatory changes establishing the Calling
Party Pays system, join the revolution that would usher in
the mobile world.

In the meantime, the company took advantage of the
explosive growth in business data services, building a
position of leadership across all segments of the mobile
market as a supplier of connectivity and network services,
in addition to services for integrated voice, data and Internet
solutions based on the IT outsourcing model for enterprise
segments.

Leadership and Innovation

Entel has
continuously reformulated its business model to operate

Remaining true to its founding vision,
in highly competitive markets, basing its strategy on three
fundamental principles: high service quality, infrastructure
and innovation. In 1994, Entel launched the first GSM (Global
System for Mobile Communications) network in Latin
America, the region’s first commercial network with ATM
technology, which subsequently evolved into the current
multi-service IP network for fixed broadband solutions
(1997), and launched the first mobile broadband service
delivered over the GPRS platform on the 1,900 MHz band
(2001). Entel was the first company in Chile to offer a service
that provided users with email access from mobile handsets
(2005) and the first operator in Latin America to launch
commercial 3.5G (2006) and HSDPA+ (2009) networks.

In 2011, it continued to make progress with the introduction
of HSPA+ Dual Carrier technology, making it one of the first
companies in the world to offer this standard.
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The company launched the country’s first Tier Ill certified
data center in 2012 to reinforce the position of leadership in
IT service integration with high-capacity business networks,
a position it has held since 2005.

To capitalize on and increase innovations of this nature, Entel
has formed strategic partnerships with leading technology
companies such as Vodafone, Samsung and Ericsson.

Distinctive Experience

In June 2011, the company’'s mobile and fixed operations
were integrated under an organizational structure designed
to bring the company closer to its customers in each of the
segments in which it operates: Consumer, SME, Corporate
and Wholesale.

In 2012, through its Entel Hogar product line for the
Consumer Market, the company began to offer wireless and
local telephone services, satellite television and Internet to
the residential segment, focusing on the most competitive
areas for wireless services. We also launched a new business
line in the Wholesale Market, based on an agreement
with the department store Falabella, to offer the network
infrastructure services that allow it to provide services as
a Virtual Mobile Network Operator (MVNO), alongside new
entrants in the industry focusing on specific niches of the
market.

In 2012, the company faced a new challenge from changes
to regulations implementing number portability for mobile
telephone services throughout the country, taking effect
in January. With a net balance of 83,364 new contract
customers at the end of 2013, Entel leads the market in the
attraction of customers in this high-value segment.

The National Quality Prize for 2013, awarded by ProCalidad
to Entel for the eleventh year in a row reaffirmed our
leadership in the main priority of our business strategy:
offering customers a distinctive, world-class experience.
Thisis setoutin our mission statement, vision and corporate
culture, which were formally defined during the course of
the year.



_ highlights

1964
CREATION

Empresa Nacional de
Telecomunicaciones (Entel) was
established by treasury decree
on December 30 to provide
national and international long-
distance telephone and telegraph
services to businesses.

1968
FIRST SATELLITE STATION

Entel installed Latin America’s
first satellite station in Longovilo.

o 1960
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1974
ENTEL TOWER

The company completed the
127 m high structure that houses
the National Telecommunications
Center.

1977

1987

SATELLITE EXPANSION

Construction of three new
satellite stations to provide
coverage throughout mainland
Chile, completed in 1985.

o 1970

20

NETWORK DIGITIZATION

Entel affirmed its technological
leadership with the digitization
of its national and international
long-distance network.

o 1980

1990
FIBER OPTIC NETWORK

Entel began the development of
its fiber-optic network, which
currently runs for over 5,000 km
throughout the length of Chile.

1992
PRIVATIZATION

Completion of the privatization
process that began in 1986.

1993
INTERNATIONAL EXPANSION

Entel began its expansion
abroad with the creation of
Americatel Corp to provide long-
distance services in the United
States. It took over Americatel
Centroamérica the following
year. Both companies were sold
in 2006.

1994
MULTICARRIER SYSTEM

With Multicarrier code 123, Entel
began to compete with other
operators in its original business
area, long-distance telephone
services.

1995
INTERNET SERVICES

Entel began providing Internet
access services.

o 1990

1996
LOCAL TELEPHONE SERVICE

The company began operations
through the subsidiary Entel
Telefonia Local.

1996
ANALOG CELLPHONE SERVICE

Entel took over Telecom Celular
S.A., which provided analog
mobile services with coverage in
various regions throughout the
country.

1997
PCS MOBILE SERVICE

Following the award of two
PCS (Personal Communication
Service) licenses, Entel launched
a national mobile service. In
1998, it began to offer digital
mobile telephone services on the
1,900 MHz band.



2000
CALL CENTER

To improve customer service
and promote the use of remote
channels, the company created
the Entel Call Center subsidiary,
which subsequently expanded
its services to other customers
in Chile and Peru.

2001
MOBILE BROADBAND

Entel PCS launched Latin
America’s first Mobile
Broadband service with the
implementation of the first 1,900
MHz GPRS platform to provide
Internet access from mobile
handsets.

2001
EXPANSION IN PERU

Entel created Americatel Peru
to provide long-distance and
traffic termination services in
the country.

2001
ENTEL WILL

EntelPhone obtained its WILL
license on the 3,500 MHz band
for the provision of wireless
fixed telephone services, and
two licenses with a total capacity
of 100 MHz to provide broadband
for Internet and local telephone
access (Entel Will).

2005
IT SERVICES

Entel expanded the areas in
which it operates in order to
offer IT services.

o 2000

2005
LAUNCH OF BLACKBERRY

Entel became the first company
to offer BlackBerry technology.

2006
LAUNCH OF 3.56

Entel became the first Latin-
American operator to launch
a commercial 3.5G mobile
network.

2008
PARTNERSHIP WITH VODAFONE

Entel formed a strategic
partnership with Vodafone, the
world’s leading mobile operator.

2008
TAKE OVER OF CIENTEC

Entel acquired Cientec
Computacion S.A to consolidate
its strategy in the IT market.

2009

FIRST COMMERCIAL
NETWORK

HSPA+

With the operation of the first
commercial HSPA+ network
in Latin America, Entel PCS
was able to offer the fastest
broadband speeds on the
market.
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2010
NEW DATA CENTER

Entel launched the first phase
of its Ciudad de los Valles data
center, with 8,000 m? of floor
space. This marked the beginning
of a shift in the industry towards
local, high-quality data centers.

2010

ACQUISITION OF TRANSAM AND
WILL

Entel acquired all shares in
Transam, an intermediary
telecommunications services
supplier and  long-distance
operator, and Will, a local
wireless telephone and data
transmission services company.

2011
DUAL CARRIER PIONEER

Entel became the first operator
in Latin America to implement
HSPA+ Dual Carrier, a landmark
in the evolution of its 3G HSDPA+
network, providing users with
maximum download speeds of
up to 22 Mbps, almost double the
existing capacity.

2011
ENTEL VISA CARD ISSUED

Thanks to its long-term
partnership with Banco de Chile,
the company launched the Entel
Visa card.

2011
RESTRUCTURING OF ENTEL

A restructuring of the company
took place to provide a platform
for closer relationships with
customers and allow the
integration of the fixed and
mobile businesses. Under the
new structure, activities are
grouped in units based on
market segments.

21

2012

RURAL CONNECTIVITY

Entel and the Chilean
Government successfully

completed the  connectivity
program to provide access to
Internet and mobile services to
more than 90% of inhabitants in
Chile's rural areas. The public-
private initiative, the largest
undertaken in Chile, saw a
total of 1,474 communities in
289 districts obtain mobile
broadband coverage.

2012
4G SPECTRUM AWARD

Entel was awarded the central
block of the 2,600 MHz band
tendered by the Department of
Telecommunications, allowing
it to provide services over
networks using LTE or 4G
technology.

2012
EXPANSION OF PAY TV

Through its Entel Hogar product
line, the company began to
provide wireless local telephone
services, satellite television
and Internet to the residential
segment. The service aims
to satisfy the connectivity
and entertainment needs of
customers in areas with poor
fixed coverage.

2012
MVNO SERVICES

Entel signed an agreement with
the department store Falabella to
provide network infrastructure
services for the subsidiary
created by the company to act
as a Mobile Virtual Network
Operator (MVNO), a new business
segment created in the country.
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AWARD OF SPECTRUM

On March 26, the decree
formalizing the award of
frequency block B on the

2,600 MHz band to Will S.A,
one of Entel Group's license
holders, was published. The
license allows the company to
implement the country’s largest
LTE (4G) network, with 803 points
of presence at national level.

DATA CENTER EXPANSION

Entel launched the second phase
of its Ciudad de los Valles data
center, an expansion that will
increase the total floor space
to 4,000 m? With an investment
of USD $35 million for this
phase and total investment of
$72 million, the data center is
Chile’s most modern and largest
in terms of floor space.

Both phases have Tier Il

Design Documents and Tier Il
Constructed Facility certification,
awarded by the Uptime Institute
to certify the infrastructure

is equipped for providing
first-class services without
interruptions.

@® march

IBERO-AMERICAN PRIZE

The Ibero-American Association
of Business Customer Relations

(AIREC) awarded Entel the
prize for the Best Customer
Experience 2013 in the
Telecommunications  category

for Chile. The award, which the
company had previously received
in 2012, is based on the results
of the Best Customer Experience

survey, which involves 4,000
questionnaires throughout the
country.

® april

22

CONTRACT WITH THE
MINISTRY OF HEALTH

The official acknowledgment of
the Comptroller of the Republic of
Chile formalized the award of the
provision of telecommunications
and IT services for the Ministry
of Health to Entel. The contract,
which is the largest the company
has ever signed, entailed the
implementation of platforms
for integrated fixed, mobile and
IT  communications  services
throughout the national territory.

® may

4G SPECTRUM
IN PERU

Through its Americatel Peru
subsidiary, Entel was awarded
a 40 MHz block on the Advanced
Wireless Service (AWS) band,
which will allow it to deploy
networks with LTE technology.
The company acquired the
license for USD $105.5 million.

CORPORATE GOVERNANCE

Entel came third in the ranking
for the adoption of the good
corporate governance practices
set out in Regulation No. 341
of the Chilean Securities and
Insurance  Supervisor.  The
ranking, prepared by Deloitte,
was based on 97 openly-held
corporations.

® july

ACQUISITION OF NEXTEL
PERU

Entel acquired 100% of shares
in Nextel Perd, the third largest
mobile company in the country,
after  signing a  purchase
agreement with NIl Holdings
in April. The transaction was
valued at USD $410.6 million
and included all shares in the
company and USD $26.7 million
for positive net financial cash
balances and other investments
in the capital market.

NATIONAL PRIZE
FOR QUALITY

For the eleventh year in a row,
Entel was awarded first prize
in the Mobile category of the
National Customer Satisfaction
Prize run by ProCalidad. The
study evaluated 29 sectors
with 31,000 surveys carried out
throughout the country.

CORPORATE
TRANSPARENCY

Entel formed part of the group
of corporations whose Corporate
Transparency index exceeded
the  international  standard
in a ranking compiled by the
Faculty of Communications at
the Universidad del Desarrollo,
IdN Business Intelligence, Chile
Transparente and KPMG Chile.
The company came sixteenth out
of 100 companies.

® august
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PLACEMENT OF BONDS IN
THE UNITED STATES

With demand 4.5 times
higher than required, Entel
placed bonds  valued at

USD $1,000 million in the United
States. The instruments have
an average term of 10 years
and were purchased at a rate
of 4.97%, equivalent to a spread
of 2.45% over the equivalent
Treasury bond.

The bonds were widely accepted
among institutional investors.

The achievement was
recognized under the Best
Financial Transaction category
by the Chilean newspaper Diario
Financiero.

PRICING INNOVATION

CORPORATE REPUTATION

Entel was ranked first in
the telecommunications
industry and sixth out of the
100 companies with the best
reputation in the country in
the Merco 2013 ranking. The
study, which takes into account

THIRD PLACE FOR
INNOVATION

Entel came third out of 50
companies from all industries
throughout the country in Chile's
Most  Innovative Companies
ranking for 2013, compiled by
the ESE Business School at the
Los Andes University.

MVNO OVER ENTEL

NETWORKS

Using Entel's network
infrastructure, Moévil Falabella
officially entered the market
as a Mobile Virtual Network

Operator. In the launch period,
which  began in July, the
company captured 17,000 users.
Supporting the services offered

financial results, commitment by Entel, the Wholesale Market

TARIFF DECREES Entel adapted its multimedia to  stakeholders and the developed a comprehensive

plans to a pricing structure transparency of information, technical solution unique to the

The tariff decrees for the Entel based on the volume of data was based on responses from country.

Telefonia Local and Will S.A. consumed instead of voice senior management and experts.

concessionaires were published minutes, allowing it to assure

on September 24, reducing the high service levels in a context of

regulated tariffs but without strong growth in data traffic on WITHDRAWAL OF LDN

significant impact. mobile networks. TENDER FOR 700 MHZ BAND On November 6, the law BEST PLACE TO INNOVATE
The public tender to award establishing the  withdrawal
concessions for a public data of the long-distance national Entel was named Best Place
transmission service on the category of fixed telephone to Innovate 2013 for the best
700 MHz band was launched services was published. Calls telecommunications  company
with  publication in  Chile's made in Chile are now classified in the area of innovation. The
Official Gazette. The frequency as local calls. Under the law, in distinction is awarded jointly by
will complement the LTE or 4G March 2014, the long-distance the Faculty of Economics and
services provided on the 2,600 national  category will be Business of the Universidad
MHz band with spectrum that gradually withdrawn in each de Chile, the Chilean Economic
offers greater indoor penetration of the current 13 zones, until Development Agency (CORFO)
and rural coverage. completion in August 2014. and the research firm Cadem.

® september ® october @ october ® november ® december
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The aim of Entel’'s corporate
governance system is to create
sustainable value for shareholders
and the company by making a
significant contribution to the
development of telecommunications

and information technology.

Principles

At Entel, corporate governance is based on the following
principles: protecting the rights of shareholders, ensuring
all shareholders are treated equally; the timely and accurate
disclosure of any relevant information about the company;
the responsibility of the board of directors in approving
strategic directives and ensuring the alignment of senior
management; and the development of effective relationships
with its stakeholders (shareholders, employees, customers,
suppliers and the community).

Entel has a Corporate Governance Manual, which was
approved by the Board of Directors in June 2013 and,
notwithstanding the provisions of the company’s Articles of
Association and Code of Ethics, regulates aspects related to:

a. Act No. 20,382, which amended the Stock Market and
Corporations acts to improve corporate governance in
Chilean companies.

b. The new regulations for corporations, established in
Treasury Decree No. 702 (2011), published in the Official
Gazette on July 6, 2012.

c. General Regulation No. 341, dated November 20,
2012, issued by the Chilean Securities and Insurance
Supervisor, in line with which the company has adopted
certain standards or guidelines for corporate governance.

Annual Report 2013

d. The Regulations of the Directors Committee.
e. The Regulations for the handling of Market-Sensitive
Information.

Structure

Entel's corporate governance is the responsibility of a
board of directors with nine members who do not hold
management positions at the company and are appointed
to their posts for two-year periods with the possibility of re-
election. The current board of directors was appointed at the
Annual General Meeting of Shareholders held in April 2012.

The board of directors appoints the CEO, who has all the
legal powers and responsibilities of their position. By law,
the position is not compatible with the roles of company
chairman, director, auditor and accountant.

The three members of the Entel Directors Committee are:
Luis Felipe Gazitua Achondo (Chairman of the Committee),
Richard Bichi Buc (Director of the Controller), Alejandro
Pérez Rodriguez (Independent Director). The committee's
main duties include examining the external auditors’
reports, balance sheets and other financial statements,
proposing auditors and risk ratings agencies to the board
of directors, reviewing transactions between related
parties, and the other material contained in the Corporate

Governance Manual.

Entel has also formed an Ethics Committee, comprising six
company executives appointed by the corporate CEQ. The
committee is responsible for resolving various regulatory
issues, particularly responding to claims made via the
channel provided for this purpose.

The company has established the crime prevention model
set out in Act No. 20,393 governing the criminal liability of
legal entities for specific crimes. It has appointed the Head
of Internal Audit as responsible for ensuring the model
works correctly.
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Advised by the external consultancy firm Deloitte, the
company has drawn up a map of the main strategic risks
inherent to its business and plans for their mitigation. It has
also established mechanisms to control the implementation
of the measures required for this purpose.

Additionally, the Board of Directors and the Directors
Committee meet with the external auditors at least
twice a year to review, amongst other issues, the annual
audit program, any discrepancies detected with respect
to accounting procedures, management systems and
internal auditing, and possible conflicts of interest related
to the audit company or its staff, in terms of the provision
of other services to the company or the companies in its
corporate group. At least one of these meetings has taken
place without the presence of senior management from the
company.

Entel also has a Corporate Internal Audit Department,
responsible for ensuring the effectiveness and efficiency
of the company’s internal control system, identifying any
possible risks in a timely manner and recommending
actions to mitigate them.
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Code of Ethics

Although Entel has had a Code of Ethics and Conduct in
place since 2009, on June 3, 2013, the company’'s board
of directors approved an updated version of the document
that includes the directors under the applicable headings
and adapts the content in line with its new vision, mission
statement, framework of values and commitment of Entel
and its subsidiaries following the process to integrate
the wireline and mobile businesses. The framework also
includes updates to corporate governance guidelines,
consolidation in the Corporate Governance Manual and
improvements to the self-assessment measures set out in
General Regulation No. 341 of the Chilean Securities and
Insurance Supervisor.

Corporate Governance Practices

On June 27, 2013, Entel submitted information to the
Chilean Securities and Insurance Supervisor on corporate
governance practices adopted by the company in line with
the provisions of General Regulation No. 341. The document
is available under the Investors section on the company
website (entel.cl).

With a rating of 84%, Entel was ranked third in the adoption
of good corporate governance practices as set out in this
regulation. The ranking, compiled by Deloitte, was based on
97 openly-held corporations.



Remuneration of the Board

Once a year, the remuneration of the directors (shown
in the attached table) is approved at the Annual General
Meeting. None of the members of the board of directors or
the organization’s executives are remunerated with stocks
and shares in the company, or for their work as directors of
subsidiary companies.

Annual Report 2013

NAME TAX ID 2013 (CLP th) 2012 (CLP th)
Juan Hurtado Vicufa 5.715.251-6 70,500 69,324
Luis Felipe Gazitia Achondo 6.069.087-1 66,478 65,379
Radl Alcaino Lihn 6.067.858-8 34,235 34,669
Juan Bilbao Hormaeche 6.348.511-K 36,261 33,664
Richard Biichi Buc 6.149.585-1 48,348 31,799
Juan Claro Gonzalez 5.663.828-8 32,221 31,689
Andrés Echeverria Salas 9.669.081-9 36,261 35,661
Alejandro Jadresic Marinovic 7.746.199-K - 15,749
Juan Mac-Auliffe Granello 5.543.624-K 35,254 35,661
Alejandro Pérez Rodriguez 5.169.389-2 48,348 47,548
Total 407,906 401,143

* Alejandro Jadresic Marinovic ceased to be a director in April 2012.

Executive Compensation

In 2013, the value of remuneration payments to
senior executives of equivalent rank at Entel was
CLP $8,618,777,495, distributed between 99 people (Entel
S.A. and its subsidiaries). The total value of bonuses paid
for the year was CLP $3,660,268,715 and severance pay
for 2013 was CLP $1,037,232,170, covering a total of seven

executives.

During the financial year, the Directors Committee did not
incur any expenses or contract any consultancy services.

Investor Relations

The company has an investor relations area responsible for
providing the information required by the financial market

and the disclosure of information about the company in line
with current regulations.

Corporate Reputation

Entel was ranked first in the telecommunications industry
and sixth out of the 100 companies with the best reputation
inthe countryinthe Merco 2013 ranking. The fourth version
of the ranking was based on responses from 443 senior
management figures and the analysis of 323 experts
who evaluated financial results, information quality,
commitment to the community and the environment,
the working environment, the quality of the service or
product offered with respect to current legislation, and the

transparency of information.



_ board of
directors

01

Juan José Hurtado Vicuiia

Civil Engineering,
Universidad de Chile.
Tax ID No: 5.715.251-6

02

03

Alejandro Pérez Rodriguez

Civil Industrial Engineering,
Universidad de Chile.
Masters in Economics,
University of Chicago.

Tax ID No: 5.169.389-2

Juan José Mac-Auliffe
Granello

Business Studies,
Pontificia Universidad
Catdlica de Chile.
Tax ID No: 5.543.624-K

04

05

Luis Felipe Gazitua
Achondo

Business Studies,
Universidad de Chile.
Tax ID No: 6.069.087-1

Juan Bilbao Hormaeche

Business Studies,
Pontificia Universidad
Catolica de Chile.
MBA, University of
Chicago.

Tax ID No: 6.348.511-K
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06

Andrés Echeverria Salas

Business Studies,
Pontificia Universidad
Catdlica de Chile.
MBA, University of
California.

Tax ID No: 9.669.081-9

07

08

Richard Biichi Buc

Civil Engineering,
Universidad de Chile.
MBA, Wharton School of
Business, University of
Pennsylvania.

Tax ID No: 6.149.585-1

Raul Alcaino Lihn

Civil Industrial
Engineering,
Universidad de Chile.
Tax ID No: 6.067.858-8

———

Il

i

09

Juan José Claro Gonzalez

Business Figure.

Civil Engineering and
Masters in Physics,
Pontificia Universidad
Catdlica de Chile.

Tax ID No: 5.663.828-8
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Management

Entel manages its business based on market segments:

Consumer, SME and Corporate. Each division

teams for innovation and product development, pricing,

marketing, sales, and customer service.

technology activities (networks, systems, and operations)
and the Wholesale Market are grouped under a convergent
Technology and Operations area. The IT Services area is
responsible for managing, operating and running platforms

for processing, transactions,

services, data center, outsourcing).

and connectivity

has its own

Traditional

(cloud

All support units are grouped under a single leadership.

This structure was designed in line with international best

practices, envisaging close integration among different

areas as a result of increasing synergies in technology.

In addition to its operational responsibilities, the executive
group has a business-wide governance system, allowing it
to effectively tackle strategic and management issues that
cannot be resolved at business function or process level.
Some of the issues managed across the business as a
whole include the approval and monitoring of investments,
the control of operations aligned with customer quality
targets, the company-wide management of human capital
and associated strategies, and communications.

Workforce
Call Center Other Call Center Americatel
EE SR EmEl e S.A. subsidiaries Peru Peru
Executives 49 4t 19 2 5 21 68 208
Professional and Technical 1,982 1,329 938 63 96 77 98 4,583
Clerical 738 1,191 867 386 1,236 181 1,678 6,277
Total 2,769 2,564 1,824 451 1,337 279 1,844 11,068

Structure Chart

ANTONIO BUCHI B.
Chief Executive Officer

? ?

JUAN BARAQUI A.

Management Executive

FELIPE URETA P.
Finance and Management
Control Executive

?

FELIPE STRAUB B.

Human Resources Executive

?

CRISTIAN MATURANA M.

Legal Executive

?

MANUEL ARAYA A.
Regulatory and Corporate Affairs.
Executive

?

LUIS CERON P.

Internal Audit Executive

? ?

JOSE LUIS POCH P.

Vice-President Consumer Market

MARIO NUNEZ P.
Vice-President SME Market

?

JULIAN SAN MARTIN A.

Vice-President Corporate Market

Note: Sebastian Dominguez, Strategy and Innovation Executive, left his role in October 2013.

?

ALFREDO PAROT D.
Vice-President Technology and
Operations

?

VICTOR HUGO MUNOZ A.

IT Services Executive

?

Strategy and Innovation Executive
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Senior Executives

Antonio Biichi Buc

From April 2005

Civil Engineer, Pontificia
Universidad Catélica de Chile.
Masters in Economics,
University of Chicago.

Tax ID 9.989.661-2

Felipe Ureta Prieto

From April 2005

Business Studies, Pontificia
Universidad Catélica de Chile.
Tax ID 7.052.775-8

Alfredo Parot Donoso

From March 2011

Civil Industrial Engineering,
Pontificia Universidad
Catdlica de Chile.

Tax ID 7.003.573-1

Juan Baraqui Anania

From December 2002
Business Studies, Universidad
de Santiago de Chile.

Tax ID 7.629.477-1

Cristian Maturana Miquel

From March 1994
Law,

Universidad de Chile.
Tax ID 6.061.194-7

José Luis Poch Piretta

From March 2011

Business Studies, Pontificia
Universidad Catélica de Chile.
Tax ID 7.010.335-4

Mario Nunez Popper

From March 2011

Civil Industrial Engineering,
Pontificia Universidad
Catdlica de Chile.

Tax ID 8.165.795-5

Sebastian Dominguez Phillipi

March 2011 - September 2013
(Took up appointment as CEO of
Nextel Pert in October 2013)
Civil Industrial Engineering,
Pontificia Universidad

Catdlica de Chile.

Masters in Economics, the
University of Cambridge.

Tax ID 10.864.289-0

Manuel Araya Arroyo

From March 2011

Civil Engineering and MBA,
Pontificia Universidad
Catdlica de Chile.

Tax 1D 10.767.214-1

Julian San Martin Arjona

From December 2006

Civil Industrial Engineering,
Universidad de Las Américas.
Computer Science,
Universidad de Chile.

Tax ID 7.005.576-7

Victor Hugo Muiioz Alvarez

From March 2011

Electronic Civil Engineering,
Universidad Técnica Federico
Santa Maria.

Tax ID 7.479.024-0

Felipe Straub Barros

From January 2012
Psychology, Pontificia
Universidad Catélica de Chile.
MBA, Universidad Alberto
Hurtado / Loyola Col