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BASIC INFORMATION

Company Name
Empresa Nacional de Telecomunicaciones S.A. (Entel Chile S.A)

Domicile
Santiago de Chile

Tax ID Number
92.580.000-7

Type of Entity

Public limited company, registered with the Chilean Securities
and Insurance Supervisor (No. 0162), and governed by the provi-
sions of Act No. 18,046 and its regulations.

CONTACT INFORMATION

Address
Casilla 4254-Santiago

Telephone
+56 223600123

Fax
+56 2 2360 3424

Head Office
Avenida Andrés Bello 2687, piso 14, Las Condes, Santiago
de Chile.

Administration and Finance
Avenida Andrés Bello 2687, piso 14, Las Condes, Santiago
de Chile.

Investor Relations:
Carmen Luz de la Cerda Castro, cdelacerda@entel.cl

Filing Office
Avenida Andrés Bello 2687, piso 9, Las Condes, Santiago
de Chile.

Website
www.entel.cl

* National subsidiaries share the same address and telephone number as the parent company.
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“One of the most significant advances in 2012 was the strong growth in customers

taking out mobile Internet plans on smartphones, driven by both the market and

changes in people’s lifestyles. At the end of the year, 42% of our subscription base

had contracted the service”.

Dear shareholders,

It is my pleasure to present the Annual Report and Consolidat-
ed Financial Statements for 2012, which this year are accom-
panied by our Sustainability Report, which contains details of
our social and environmental performance over the last two
years.

The environment in which Entel operates continues to be ex-
tremely dynamic. Fixed and mobile connectivity with voice and
Internet, smartphones, IT services delivered using these net-
works, and other innovations are changing the way we live and
how companies operate.

However, people and companies do not just need technology:
they also need a good user experience, allowing them to enjoy
a better quality of life and increase their productivity. This is
the context in which our business operates. At Entel, we have
positioned our company as one whose strengths and expertise
allow it to capture the flow of technology, understand it, and
channel it into a distinctive service for our customers.

It is thanks to this perspective and our efforts in this area that
we have enjoyed the rewards | would like to outline below in
2012.

Leadership and Position

In 2012, an organizational structure based on market seg-
ments, coupled with a policy of continuous investment, al-
lowed us to expand and consolidate Entel's position in a highly
competitive, demanding and active market.

The entry of new competitors in the industry and the imple-
mentation of number portability increased the level of com-
petition and imposed significant commercial challenges in all
markets. When taken together with the industry-wide trend of
migration to smartphones and mobile Internet, the year was
marked by challenging demands and a high level of commer-
cial activity.

A strong commitment to offering our customers the best ser-
vice experience based on modern and robust networks and
data centers, coupled with a brand that is in keeping with
these aims, allowed us not only to preserve our position, but
to strengthen it. At the end of 2012, with an annual increase
of 8%, we had over 10 million mobile customers, leading the
industry with a market share of 39% of active customers, with
a large share of the mass-market Segment and over 50% of
the SME and Corporate segments.
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CONSOLIDATED REVENUE
In CLP$ million

1,500,0000
1,440,978
16%

1,300,0000
1,240,914

1100000 1,086,405

900,000

700,000
2010 2011 2012

Similarly, we achieved excellent results in the implementation
of number portability. Entel was chosen by 45% of postpaid
customers (customers with a service contract with their op-
erator) who switched company and retained their number,
making us market leader in the segment.

In our vision, we aspire to provide our customers with a “dis-
tinctive service experience”. This is no easy task, especially
in an industry with high levels of growth and technological
change. In this context, we are extremely proud to have come
first in the mobile category of the National Customer Satisfac-
tion Ranking run by ProCalidad for the 10th year in a row.

We would like to thank our customers for choosing Entel and
for this continuous recognition for over a decade, embodied in
an award that we received with modesty and a commitment to
keep improving.

DISTRIBUTION OF CONSOLIDATED REVENUE BY BUSINESS ACTIVITY

79%
MOBILE
BUSINESS

18%
WIRELINE
BUSINESS

2%

OTHER

1%
INTERNATIONAL
OPERATIONS

More Customers and Increased Value

As | mentioned, our total customer base for mobile customers
grew by 8%, however postpaid customers increased by 11%
to reach a share of 31% of the total customer base at the end
of 2012, growing our market share of this segment by 1.8 per-
centage points.

As | have mentioned, a key factor in the growth of the mobile
industry is the transition to data and the use of mobile Inter-
net. While the fact that more than 1 million of our customers
used mobile broadband (MBB) on their computers at the end
of the year is in itself striking, the strong growth in customers
with mobile Internet plans on smartphones over the past year
is even more remarkable. At the end of the year 42% of our
mobile customers had mobile Internet plans, up from 28% at
the close of 2011.



CONSOLIDATED OPERATING INCOME
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In the Consumer Segment, as of December 2012, 47% of post-
paid customers had smartphones, in addition to 18% of pre-
paid customers. Smartphones accounted for 68% of all hand-
set sales and replacements made during the year.

This same phenomenon occurred in the SME and Corporate
segments, supporting our goal of consolidating the provision
of convergent fixed-mobile-IT services in these markets over
fixed and mobile access.

Thanks to our wide range of products and focus on customer
service, the SME and Corporate segments saw an increase of
9% in revenue from fixed and IT services (data, telephony, In-
ternet and IT services). The main factors responsible for this
growth were services to increase the use and productivity of
fixed and mobile connections, such as agreements signed with
Prontoforums and SAP, a more aggressive supply of fixed con-
nectivity to companies over fiber optic cables, cloud comput-
ing services provided from our data center, and the supply of
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EBITDA
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various housing, hosting and administration services on our
network of data centers with over 7,000 m? of floorspace.

New Business

In August 2012, we created a new line of business with the
launch of Entel Hogar for the residential market. The product
offers fixed telephony and Internet services over the mobile
wireless network, as well as satellite television, for homes
in the residential segment. At the end of the year, more than
30,000 customers had signed up to the service.

In the Wholesale Segment, we signed an agreement with Fa-
labella to provide network services for the Mobile Virtual Net-
work Operator (MVNO) the retailer plans to launch in Chile in
2013, which expands our operations in this new area and reaf-
firms the robustness of our services and network quality.
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Results

Consolidated net revenue rose by 16% in 2012, with relatively
even growth across the Consumer and SME segments, as well
as across fixed and mobile services, totaling CLP $1,440,978
million for 2012.

All this has been achieved in an environment in which there is
increasing pressure on operating costs as a result of increased
activity and new initiatives launched by the company, together
with its increased market share of the high-value segment.

Consolidated EBITDA for 2012 rose to CLP $536,525 mil-
lion, 4% less than the increase in revenue, as a result of the
aforementioned increases in costs and the impact of a new
accounting procedure for the provision of mobile handsets to
postpaid customers.

Profits for 2012 were CLP $167,294 million, down 7% from
the previous year as a result of the reasons mentioned above.
Without the implementation of the accounting procedure, prof-
its would have totaled CLP $180,990 million, a slight increase
over the figures for 2011.

The new procedure has no effect on the value or the compa-
ny's business activities. However, there will be some additional
negative effects on the financial statements, although these
will be temporary and decrease over the first three quarters
of 2013.

* NFD: Net financial debt.

PROFIT FOR FINANCIAL YEAR

In CLP$ million
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Financing

Taking advantage of the favorable conditions of the interna-
tional market, in August we obtained a syndicated loan of
USD $400 million, primarily used to refinance loans nearing
their due date. Financial indicators remain indicative of high
levels of solvency (NFD/EBITDA of 0.70 and EBITDA/Financial
Expenditure of 39.16) considering the significant level of in-
vestment and expenditure as part of business activities that
has allowed us to increase our market share of high-value
customers.

Investment and Technological Change

In 2012, we maintained a high level of investment to support
our own network and infrastructure with national coverage,
which is essential to provide the best connectivity and service
experience, investing a total of USD $521 million in addition to
investment in mobile handsets.

Some of the most significant investments include the comple-
tion of the Todo Chile Comunicado project, the 3G network for
indoor coverage and capacity, the expansion of our GPON fiber
optic network (with a total deployment of 810 km of fiber optic
cable for fixed access services), and the second building of our
Ciudad de los Valles data center, with 2,000 m? of floor space
and the same TIER lll certification as the first building.

One of the most important events to take place during the year
was the award of the central block of the 2,600 MHz spectrum



in August, which will make is possible to use LTE (Long Term
Evolution), or 4G, technology. The network will be deployed
throughout the national territory in 2013, in line with commit-
ments undertaken as part of the tender process.

This is an important step in responding more efficiently to the
high demand for data traffic forecast for the coming years.
However it is just one step forward in a continuous process
that will soon lead to the deployment of 4G technology on other
bands to be tendered by the regulating body, such as 700 MHz.

Opportunities in a Competitive Environment

In addition to the entry of more competitors into the market,
2012 saw a number of changes in regulations and the environ-
ment in which the company operates.

The application of the Network Neutrality Act, regulating the
installation of antennas and supporting towers, the implemen-
tation of number portability, and the ruling by the Tribunal for
the Defense of Free Competition prohibiting the use of different
pricing structures for traffic destined for different networks
(on-net/off-net traffic) are all extremely important changes
that transform the environment in which we operate and cre-
ate a greater regulatory burden for the industry. The Bill to cre-
ate the Telecommunications Supervisor will also soon come
into force, changing the form and intensity of enforcement.

We understand that all these changes respond to the trans-
formation of society and the formation of a new public envi-
ronment. At Entel, we are comfortable with opening up and
ensuring the transparency of all out activities in an increas-
ingly competitive market. As a company, we strongly believe
that even when this new environment—which may be more
demanding in some aspects, with changes in competition,
more empowered consumers and bodies representing them
in @ more active manner—means higher costs and adaptation,
itis nonetheless consonant with our brand and our market po-
sitioning.
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We are confident we will adapt well and that new opportunities
will also arise. With the support of our shareholders and the
motivation and passion of our staff, we will be able to identify
and capture to some extent—as our company, characterized by
an ability to transform itself, has traditionally done—the reality
of the market and society.

In closing, | would like to thank you once more for the trust
placed in our company by all our shareholders, the preference,
recognition and, occasionally, 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 dedica-
tion of all our staff.

With my best wishes,

(=
g

Juan Hurtado Vicuia
Chairman
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SUPPORTED

by the best network and data center
infrastructure in Chile, we help more
than 10 million customers live better
connected and support SMEs and
Corporations in Chile and Peru in

the optimization of their business
processes.

Entel provides integrated telecommunications and IT services
to the Consumer, SME and Corporate segments, in addition to
network leasing services to wholesalers. The company oper-
ates in Chile, where it leads the industry, and Peru through its
subsidiaries Americatel Pert and Servicios de Call Center del
Peru. It provides call center services, remote contact services
and technical support help desks in both countries.

With a market capitalization of USD $4,878 million at the end
of 2012 (equivalent to 3% of Chile's IPSA national share index),
Entel Chile S.A. is one of the country’s largest public limited
companies. Its stock is distributed among 2,114 shareholders
and its controller, with a 54.8% share, is Inversiones Altel Ltda.,
a subsidiary of Almendral S.A., an investment company owned
by six business groups.

COMPANY OWNERSHIP

5.6% 39.6%
54.8%
INVERSIONES ALTEL LTDA 129,530,284 54.8%
I PENSION FUNDS 13,258,413 5.6%
I INTERNATIONAL FUNDS/RETAIL 93,734,998 39.6%
236,523,695 100%

DISTRIBUTION OF REVENUE BY SEGMENT

2%

CALL

CENTER
1% 54%
AMERICATEL PERU CONSUMER
SEGMENT
13%
WHOLESALE
SEGMENT
12%
CORPORATE
SEGMENT 18%
SME
SEGMENT

Note: Distribution by segment in terms of gross revenue (includes revenue for services
provided between Entel Group companies and markets, particularly by Wholesale and
Call Center).
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GROSS REVENUE

In CLP$ million 2012 Dist %
Consumer Segment 868,794 54%
SME Segment 292,158 18%
Corporate Segment 189,804 12%
Wholesale Segment 202,378 13%
Americatel Perd 20,878 1%
Call Center 32,965 2%

1,606,977 100%

KEY FIGURES 2012

In CLP$ million 2012 2011 Change 12/11 2010
Consolidated Revenue 1,440,978 1,240,914 16% 1,086,405
EBITDA 536,525 515,200 4% 446,018
Operating Profit 221,580 238,227 -7% 208,130
Annual Profit 167,294 180,767 -7% 172,971
Total Assets 1,695,255 1,558,014 9% 1,489,274
Total Liabilities 881,249 784,937 12% 767,900
Minority Interest 0 0

Total Equity 814,007 773,077 5% 721,374
Total Liabilities and Net Equity 1,695,255 1,558,014 9% 1,489,274
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MISSION

Our mission is to ensure that we all live better connected,
making a responsible contribution to the transformation of our

society.

VISION

Aspiring to be a company that offers world-class service and
provides customers with a distinctive experience. A place where
people reach their full potential. Acompany that is continuously

reinventing itself to strengthen its role as a leader.

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



Principles of Our Corporate Culture

Entel's value is rooted in the seven principles of its corporate
culture:

Excellence, Quality and Delivery

Taking responsibility for our decisions and actions, commit-
ted to delivering the highest service standards, both externally
and internally, without losing sight of the fact that our commit-
ments affect those made by others. Continuously working to
strengthen our leadership.

Customer-Focused

Always working based on what the customer wants and ex-
pects in order to meet their expectations. Always guided by
how the end result of our actions and decisions will affect
them. Aspiring to build trust with our customers in long-term
relationships that allow us to understand and anticipate their
needs.

Ethical and Transparent People Reaching Their Full Poten-
tial

Promoting an environment of understanding, openness, sin-
cerity, loyalty and honesty; a demanding, stimulating and en-
joyable environment that allows people to reach their full po-
tential and grow in the broadest sense.

Teamwork, Integration and Collaboration

Working with team spirit, focusing on the bigger picture to
achieve common goals. Transparency, openness, honesty and
integration with the rest of the company are essential. Seeking
to promote relationships that favor collaboration and learning
across different areas of the business, providing incentives to
form working networks between areas, with a collaborative
attitude, always willing to help and share information, knowl!-
edge and experience.
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Innovation and Adaptation

Experimenting with new ways of doing things and encourage
others to experiment, challenge and come up with ideas. Ac-
cepting errors as learning opportunities and being open to
change. Promoting the self-assessment and reviewing of ac-
tions because it is always possible to learn and improve on
what we do.

Passion and Persistence

Undertaking initiatives with energy and enthusiasm, always
with a positive attitude. Always ready and willing to help and
motivated both by goals and the paths that lead to them. An
awareness that it will not always be easy and of the need to
learn and adapt along the way.

Proactive

A proactive approach to solving problems, prioritizing, simpli-
fying and focusing on what delivers the best results. Taking
the initiative and pushing things forward so they are done with
energy, while always being aware of the risks.
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FROM ITS INCEPTION,
Entel has helped to shape Chile's

economic and social development.

The earthquake of 1960 caused major damage to Chile's inter-
urban network, making clear the requirement for a modern
and secure telecommunications system. This gave rise to the
creation of Empresa Nacional de Telecomunicaciones in 1964,
a public organization whose mission included the installation
of microwave networks throughout the majority of the national
territory. In 1968, it launched Latin America’s first satellite sta-
tion and in 1974 the National Telecommunications Center in
Santiago (better known as the Entel Tower) began its opera-
tions as the core of the country’'s communications system.

In 1986, the Chilean state began to privatize the company, a pro-
cess which was completed in 1992. In 1993, through a series
of market transactions, Chilguinta (now Almendral), acquired
19.9% of the company’s stock. In June 1996, a meeting of the
company’s shareholders authorized an increase in capital that
allowed the entry of Stet International Netherlands N.V. (later
to be taken over by Telecom ltalia), which shared control with
Chilquinta through a shareholder agreement. In March 2001,
Telecom ltalia bought the shares owned by Chilquinta and Gru-
po Matte, increasing its stake in the company to 54.76%. The
[talian group held its stock until March 2005, when Almendral
S.A. bought back the stock, which it retained at end of 2012.

Transformation

For 30 years, Entel was Chile’'s main supplier of long-distance
telephone services. In 1994, the reformation of the national
telecommunications market allowed the entry of new op-
erators and created competition via the Multicarrier system,
which gave customers a choice of long-distance operators.
The reform also allowed local telephone operators to provide
national and international long-distance services via contracts
with operators of these services.
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Entel maintained a strong position in long-distance services
in this new environment and successfully entered other high
growth markets in the country, such as mobile services, focus-
ing its efforts on providing integrated voice, data and Internet
solutions, with an emphasis on enterprise segments, in addi-
tion to IT services and infrastructure leasing services to other
companies.

Leadership and Innovation

Maintaining the vision upon which it was founded, Entel has
continuously reformulated its business model to operate in
highly competitive markets with a strategy based on three
fundamental aspects: high service quality, infrastructure, and
innovation. In 1994, it installed the first GSM (Global System
for Mobile Communications) network in the region, the first
commercial network in Latin America with ATM technology,
which has 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 spectrum (2001). Entel was the first com-
pany in Chile to offer a service providing users with email ac-
cess from a mobile handset (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 in this area with the in-
troduction of HSPA+ Dual Carrier technology, being one of the
first companies in the world to offer this standard.

The company launched the country’s first Tier Ill certified data
center in 2012 to complement its leadership in integrated and
IT services with high-capacity business networks, a position it
has retained since 2005.

To capitalize on and increase innovations such as these, En-
tel has formed strategic partnerships with leading technology
companies such as Vodafone, Samsung and Ericsson.

In June 2011, the company’s mobile and fixed operations were
integrated under an organizational structure designed to bring
the company close to its customers in each of the market seg-
ments in which it is present.
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1960

1970

1980

1990

y

1964

!

1974

!

1987

1990

!

1996

CREATION

Empresa Nacional de Telecomu-
nicaciones (Entel) was founded on
December 30 by a treasury decree
to provide national and interna-
tional long-distance telephone
and telegraph services to enter-
prises.

1968
FIRST SATELLITE STATION

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

ENTEL TOWER

The company completed the 127-
m high structure that houses the

National Telecommunications
Center.

1977

SATELLITE EXPANSION

Construction of three new satel-
lite stations to provide coverage
throughout mainland Chile, com-
pleted in 1985.

NETWORK DIGITIZATION

Entel consolidated its technologi-
cal leadership with the digitization
of its national and international
long-distance network.

FIBER OPTIC NETWORK

Development began on the fi-
ber optic network that currently
provides coverage from Arica to
Puerto Montt.

1992
PRIVATIZATION

Completion of the privatization
process that began in 1986.

1993
INTERNATIONAL EXPANSION

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

1994
MULTICARRIER SYSTEM

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

1995
INTERNET SERVICES

Entel began providing Internet ac-
cess services.

LOCAL TELEPHONE SERVICE
The company began operations

through the subsidiary Entel Tele-
fonia Local.

1996
ANALOG MOBILE SERVICE

Entel took over Telecom Celular
S.A., which provided analog mo-
bile services with coverage in vari-
ous regions of the country.

1997
PCS MOBILE SERVICE

Following the award of two PCS
(Personal Communication Service)
licenses, Entel launched a national
mobile service. In 1998, Entel be-
gan to offer digital mobile services
on the 1,900 MHz spectrum.
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2000

2000

2005

!

2010

2011

CALL CENTER

To provide its customers with bet-
ter service and promote the use
of remote channels, the company
created the Entel Call Center sub-
sidiary, which subsequently ex-
panded its operations to Peru.

2001
MOBILE BROADBAND

Entel PCS launched the first Mo-
bile Broadband service in Latin
America with the implementation
of the first 1,900 MHz GPRS plat-
form to provide Internet access
from mobile handsets.

2001
EXPANSION IN PERU

Entel formed Americatel Peru to
provide long-distance and traffic
termination services in the coun-
try.

2001
ENTEL WILL

EntelPhone obtained its WILL li-
cense on the 3,500 MHz frequency
band to provide wireless fixed
telephone services, and two li-
censes with a total capacity of 100
MHz to provide broadband for In-
ternet and local telephone access
(Entel Will).

2005
IT SERVICES

Entel expanded the areas in which
it operates in order to offer IT ser-
vices.

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 partner-
ship with Vodafone, the world's
leading mobile operator.

2008
PURCHASE OF CIENTEC

Entel acquired Cientec Com-
putaciéon S.A to consolidate its
strategy in the IT market.

2009

FIRST COMMERCIAL HSPA+ NET-
WORK

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

TODO CHILE COMUNICADO

Completion of the first phase of
the bicentenary project Todo Chile
Comunicado, a public-private ini-
tiative with national and regional
government that has seen Entel
roll out mobile broadband (MBB) to
1,474 rural communities through-
out the country.

2010
NEW DATA CENTER

Entel launched the first phase of a
data center in Ciudad de los Valles
that will provide 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 Trans-
am, which provided intermediary
telecommunications services and
long-distance operator, and Will,
which provided local wireless
telephone and data transmission
services.

2011
DUAL CARRIER PIONEER

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

ENTEL VISA CARD ISSUED

Thanks to its long-term partner-
ship with Banco de Chile, the com-
pany launched the Entel Visa card.

2011
RESTRUCTURING OF ENTEL

In order to forge closer relation-
ships with its customers, Entel
restructured the organization,
integrating its fixed and mobile
businesses. Under the new struc-
ture, activities are grouped in units
based on market segments.
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highligHts 2012

january

may

june

THE START OF NUMBER
PORTABILITY

The number portability system
began operation on January 16,
2012, for mobile services through-
out the country. Entel saw a net
increase of 75,000 contract cus-
tomers between the date number
portability took effect and the end
of 2012, attracting the highest
number of customers in this high-
value segment.

20

COMPLETION OF TODO
CHILE COMUNICADO

Entel and the Chilean Govern-
ment successfully completed the
connectivity program to provide
access to Internet and mobile ser-
vices to more than 90% of inhabit-
ants in the country’s rural areas.
The public-private initiative saw a
total of 1,474 communities in 289
districts obtain mobile broadband
coverage.

NEW OPERATORS

VTR, a company that has tradi-
tionally provided telephone, fixed
Internet and cable television ser-
vices entered the mobile market.

The same month, Nextel began of-
fering mobile services, expanding
its range of services from mobile
broadband.

APPLE CO-FOUNDER
KEYNOTES AT ENTEL
SUMMIT

The fifth Entel Summit, organized
in collaboration with its strategic
partners, saw the participation of
Apple’s co-founder, Steve Wozniak
who appeared as keynote speaker
at the country’s most important
technology and business event.

4G SPECTRUM AWARD

Entel was awarded the central
block of the 2,600 MHz band in the
Department of Telecommunica-
tions public auction. Upon publica-
tion of the corresponding decree,
the company will have 12 months
to implement and launch a nation-
al LTE (4G) network.
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SATELLITE TV AND SIGNING OF A LOAN TIER [l CONSTRUCTED FALABELLA CONTRACT MOBILE LEADERSHIP
FIXED TELEPHONY FOR USD $400 MILLION FACILITY Entel signed an agreement with Entel's total mobile customer base
EXPANSION grew to over 10 million customers,

Via its new Entel Hogar services,
the company began to provide
wireless fixed telephone services,
satellite television and Internet
to the residential segment of the
Consumer Segment. This product
aims to satisfy the connectivity
and entertainment requirements
of customers in areas where ser-
vices have low coverage.

Entel obtained an international
bank loan for USD $400 million.
The resources were mainly used
for the advance payment of the
second installment of a syndicated
loan due in 2013 and refinancing
some of the company’s other li-
abilities.

NUMBER ONE
FOR CONSUMER
SATISFACTION

Entel led the mobile category of
the National Consumer Satisfac-
tion Ranking for the tenth year
running. The ranking is run on an
annual basis by the not-for-profit
organization ProCalidad and in-
cludes large companies or institu-
tions that are most highly regard-
ed by their customers.

The Uptime Institute certified the
second phase of the Ciudad de los
Valles data center, making it the
first in Chile and the second in Lat-
in America to obtain this certifica-
tion, which ensures the infrastruc-
ture is able to provide first-class
services without interruptions in
the event of faults.

PROPYME
CERTIFICATION

Entel became the first company in
the telecommunications sector to
obtain the ProPyme certification,
awarded by the Ministry of the
Economy, Public Works and Tour-
ism to companies complying with
the voluntary commitment to pay
SME suppliers within a maximum
of 30 days.

ssoPr
“yme

=

Falabella to provide network in-
frastructure services for the Vir-
tual Mobile Operator (VMO) to be
launched by the retailer in Chile
in 2013.

SUPPORTING
INNOVATION

The company sponsored the 2012
Avonni TIC Entel prize, awarded
to the company Lifeware Integra
for the creation of software that
allows people with physical dis-
abilities to operate a computer us-
ing a device that works using brain
pulses.
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a 39% share of active customers
and the highest in the industry.

RULING BY THE
TRIBUNAL FOR THE
DEFENSE OF FREE
COMPETITION

The Tribunal for the Defense of
Free Competition issued a rul-
ing on on-net/off-net pricing and
bundled offers of telecommuni-
cations services, issuing general
instructions for mobile telephone
companies and the industry in
general. The provisions will take
effect upon publication in the Of-
ficial Gazette.
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THE AIM OF ENTEL'S

corporate governance system is the
sustainable creation of value for

its shareholders and the company
through a significant contribution to the
development of telecommunications
and information technology. Excellence,
integrity and responsibility are all

essential in fulfilling this commitment.

Principles

Entel's corporate governance is based on the following prin-
ciples: the protection of the rights of shareholders, ensuring
they are all treated equally; the timely and accurate disclosure
of any relevant information about the company; the responsi-
bility of the board of directors in approving strategic directives
and ensuring executive management is aligned with them; and
the effective development of relationships with its stakehold-
ers (shareholders, employees, customers, suppliers and the
community).
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Structure

Entel's corporate governance is the responsibility of a board of
directors with nine members who do not hold executive posi-
tions in the company and hold their posts two-year periods
with the possibility of being re-election. The current board of
directors was elected at the Annual General Meeting of Share-
holders held in April 2012. There is also a Directors Committee
comprising three members.

The members of Entel's Directors Committee are: Luis Felipe
Gazitiia Achondo (Chairman of the Committee), Richard Buchi
Buc (Director of Controlling Party), Alejandro Pérez Rodriguez
(Independent Director).

The main duties of the committee include examining the exter-
nal auditors’ reports, balance sheets and other financial state-
ments, proposing the auditors and risk ratings agencies to the
board of directors, reviewing transactions between related
parties, and the other material contained in the committee’s
regulations.

The board of directors appoints the CEO, who has all the pow-
ers and responsibilities befitting their position. By law, the
position is incompatible with the roles of company chairman,
director, auditor or accountant.

Entel also has a Corporate Internal Audit Department, respon-
sible for ensuring the effectiveness and efficiency of the com-
pany's internal control system, identifying any possible risks in
a timely manner and recommending actions to mitigate them.

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 organiza-
tion’s executives are remunerated with shares or stakes in the
company'’s equity or for their work as directors of subsidiary
companies.



The directors elected at the Annual General Meeting of Share-
holders, held on April 26, 2012 are listed in the table below
alongside their remunerations.

REMUNERATION OF THE BOARD

NAME TAX ID SESEN 2012 (Th. 2011 (Th.

CLP$) CLP$)
Juan Hurtado Vicuna 5.715.251-6 Chairman 69,324 73,646
Luis Felipe Gazitia Achondo 6.069.087-1 Vice-Chairman 65,379 63,174
Andrés Echeverria Salas 9.669.081-9 Director 35,661 20,276
Juan José Mac-Auliffe Granello 5.543.624-K Director 35,661 34,459
Juan José Claro Gonzélez 5.663.828-8 Director 31,689 29,625
Juan Bilbao Hormaeche 6.348.511-K Director 33,664 33,483
Richard Biichi Buc 6.149.585-1 Director 31,799 0
Alejandro Pérez Rodriguez 5.169.389-2 Independent Director 47,548 53,407
Raul Alcaino Lihn 6.067.858-8 Director 34,669 34,458
Alejandro Jadresic Marinovic** 7.746.199-K Director 15,749 45,945
Total 401,143 400,759*

* Bernardo Matte resigned from his role as director in June 2011, receiving remuneration of Th.CLP $12,286.

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

Executive Compensation

In 2012, the value of compensation for senior executives of
equivalent rank at Entel was CLP $7,982,856,872, distributed
between 92 people (Entel S.A. and its subsidiaries). The total
value of bonuses paid for the year was CLP $3,066,526,190
and severance pay for 2012 was CLP $1,810,785,843, covering
a total of 14 executives.

During the financial year, the Directors Committee did not in-
cur 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
disclosing information about the company in line with the pro-
visions contained in current regulations.
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Code of Ethics

Since 2009, Entel has had a Code of Ethics and Con-
duct that seeks to guide the behavior of the company,
its staff and contractors, establishing high standards
of conduct that preserve integrity and the ethical
principles. The document contains guidelines for re-
lationships between the company and shareholders,
founded on the principles of preventing discrimina-
tion and avoiding the acceptance of pressure from
one group of shareholders at the expense of others.

The Company has Regulations for the Directors Com-
mittee and a Manual for the Handling of Market-Sen-
sitive Information. The former governs the appoint-
ment of independent directors, and the formation
and duties of the Directors Committee, whereas the
latter covers the handling of company information
with respect to the market and the mechanisms for
protecting confidential and private information.

Entel has also made progress with the implementa-
tion of a system to prevent legal entities incurring
criminal liabilities, undertaking studies and desig-
nating a role responsible for prevention, which has
been assigned the appropriate measures and attri-
butes, such as the supervision and certification of
this system.
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oard of
rectors.

Alejandro Pérez Rodriguez
Independent Director

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

Tax ID No: 5.169.389-2

Juan José Hurtado Vicuia Richard Biichi Buc

Chairman Director

Civil Engineering, Civil Engineering,
Universidad de Chile. Universidad de Chile;
Tax ID No: 5.715.251-6 MBA, Wharton School
of Business,

University of Pennsylvania.
Tax ID No: 6.149.585-1

Luis Felipe Gazitaa
Achondo
Vice-Chairman
Business Engineering,
Universidad de Chile.
Tax ID No: 6.069.087-1
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Juan José Claro Gonzalez
Director

Entrepreneur; Civil
Engineering and

Masters in Physics,
Pontificia Universidad
Catélica de Chile.

Tax ID No: 5.663.828-8

Juan Bilbao Hormaeche
Director

Business Engineering,
Pontificia Universidad
Catélica de Chile;

MBA, University of Chicago.
Tax ID No: 6.348.511-K

Juan José Mac-Auliffe
Granello

Director

Business Engineering,
Pontificia Universidad
Catélica de Chile.

Tax ID No: 5.543.624-K

Raul Alcaino Lihn Andrés Echeverria Salas
Director Director
Civil Industrial Engineering, Business Engineering,
Universidad de Chile. Pontificia Universidad
Tax ID No: 6.067.858-8 Catélica de Chile;

MBA, University
of California.
Tax ID No: 9.669.081-9
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Structure and Governance

Entel's operations are structured around market segments:
Consumer, SME and Corporate. Each of these units has its own
teams for innovation and product development, pricing, mar-
keting, sales, and customer service. Traditional technology ac-
tivities (networks, systems, and operations) and the Wholesale
Segment, are grouped under a convergent Technology and Op-
erations area. IT Services is responsible for managing, operat-
ing and running processing, transaction, and connectivity tech-
nology platforms (cloud services, data center, outsourcing).

All units that cut across the organization operate under a single
leadership. The structure was designed in line with interna-
tional best practices, envisaging close integration among dif-
ferent areas as a result of increasing synergies in technology.

workfQOrce*

In addition to its functional responsibilities, the executive the
group has a business-wide governance system, allowing the
it to effectively tackle any strategic and management issues
that cannot be resolved solely by the business functions or
processes. Issues tackled in this way include the approval and
monitoring of investments, the control of operations aligned
with customer quality targets, the company-wide management
of human talent and related strategies, and communications.

Entel SA. Entel PCS Call Center Othe.r s'ub5|d- Transam-Will Call Ce?ter Amerlclatel
S.A. iaries Peru Peru
Executives 51 37 17 2 1 4 25 137
Professional and 1718 1170 841 75 - 86 67 3,957
Technical
Clerical 735 1,016 777 417 7 1,097 164 4,213

* Workforce: as full-time equivalent.
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executives

Felipe Ureta Prieto

Finance and Management Control
Executive

Business Engineering, Pontificia
Universidad Catélica de Chile;
Tax ID No: 7.052.775-8

Luis Cerdn Puelma
Internal Audit Executive
Accounting & Auditing,
Universidad Catélica de
Valparaiso.

Tax ID No: 6.271.430-1

Victor Hugo Muiioz Alvarez
IT Services Executive

Civil Electrical Engineering,
Universidad Técnica Federico
Santa Maria.

Tax ID No: 7.479.024-0

Juan Baraqui Anania
Management Executive
Business Engineering,

Universidad de Santiago de Chile.

Tax ID No: 7.629.477-1

José Luis Poch Piretta
Vice-Chairman Consumer
Segment

Business Engineering, Pontificia
Universidad Catélica de Chile.
Tax ID No: 7.010.335-4

Sebastian Dominguez Phillipi

Strategy and Innovation Executive

Civil Industrial Engineering,
Pontificia Universidad Catélica
de Chile;

Masters in Economics, the
University of Cambridge.

Tax ID No: 10.864.289-0

structure chArt

Antonio Biichi Buc

Chief Executive Officer

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

Tax ID No: 9.989.661-2

Felipe Straub Barros

Corporate Human Resources
Executive

Psychology, Pontificia Universidad
Catdlica de Chile;

MBA, Universidad Alberto
Hurtado / Loyola College,
Maryland.

Tax ID No: 8.131.463-2

Mario Nuiiez Popper
Vice-Chairman SME Segment
Civil Industrial Engineering,
Pontificia Universidad Catélica
de Chile.

Tax ID No: 8.165.795-5

ANTONIO BUCHI B.
Chief Executive Officer
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Cristian Maturana Miquel
Legal Executive

Law, Universidad de Chile.
Tax ID No: 6.061.194-7

Julian San Martin Arjona
Vice-Chairman Corporate
Segment

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

Tax ID No: 7.005.576-7

Manuel Araya Arroyo
Regulatory and Corporate Affairs

Executive

Civil Engineering and MBA,
Pontificia Universidad Catdlica
de Chile.

Tax ID No: 10.767.214-1

Alfredo Parot Donoso
Vice-Chairman Technology and
Operations

Civil Industrial Engineering,
Pontificia Universidad Catélica
de Chile.

Tax ID No: 7.003.573-1

®
FELIPE URETA P. JUAN BARAQUI A. FELIPE STRAUB B. CRISTIAN MATURANA M. MANUEL ARAYA A. LUIS CERON P.
Finance and Management Management Executive Human Resources Executive Legal Executive Regulatory and Corporate Affairs Internal Audit Executive
Executive

Control Executive

? ? ? ? ? ?

SEBASTIAN DOMINGUEZ
PHILLIPI

Strategy and Innovation Executive

VICTOR HUGO MUNOZ A.

IT Services Executive

ALFREDO PAROT D.

Vice-Chairman Technology and

JULIAN SAN MARTIN A.

Vice-Chairman Corporate Segment

MARIO NUNEZ P.
Vice-Chairman SME Segment

JOSE LUIS POCH P.
Vice-Chairman Consumer

Segment Operations
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PEOPLE

who reach their full potential and act
ethically and transparently are key to

Entel's new organizational culture.

Cultural Transformation

One of Entel's most important goals over the last year has
been the consolidation of a process of cultural change that
began with the restructuring of its operations into markets in
2011. As part of this process, it organized more than 150 work-
shops in various formats, involving more than 4,600 managers
and employees.

The definition of the mission, vision and organizational culture
during the year supported the communication of the values
that guide the management of all areas and employees. Each
aspect of the organizational culture entails specific commit-
ments and attitudes consistent with the organizational culture
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Highlights 2012

* Redefinition of vision and mission, and definition
of values based on the principles of our corporate
culture.

* Progress in the cultural transformation process
with the participation of more than 4,600 employ-
ees.

* New corporate competency model and a re-
definition of the performance evaluation system,
achieving a participation rate of 96%.

* Reduction of the accident rate by 0.28% to 1.19%,
significantly below the average for the telecom-
munications industry (3.40%).

* The incorporation of 1,229 new employees into
the company.

* Agreements with the Belén Educa foundation and
universities to attract and develop specialized
technical staff.

required to tackle the challenges faced by the company, as
well as situations to be avoided.

Development

The company used a performance evaluation process to align
participants’ behavior with strategic goals and defined train-
ing plans based on its Competency-Based Development Model.

More than 70 integration activities contributed to building
trust, knowledge and commitment in the new teams.

Instruments from the Great Place to Work survey were used to
detect progress in employees’ perceptions of their relationship
with the workplace and analyze aspects to be developed over
the coming years.
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Entel's
seven
cultural
principles

Sense of Belonging

Entel is focused on fostering and supporting a sense of be-
longing among all its employees, generating a stimulating
working environment and providing the spaces required for
the professional and personal development of all of its staff.
Examples of activities that foster a sense of belonging include
the annual party on March 23, Chilean Independence Day in
Santiago, Family Christmas and the male and women's Foot-
ball Championship involving 53 teams and 620 people.

Training

Entelinvested around CLP $1 billion in training activities, which
translated into a total of 122,880 man-hours, with a participa-
tion rate of 84% among a total of 5,278 employees. The Entel
Campus website was launched in 2012 to provide information
about available courses and programs.
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PROACTIVE

PASSION AND

PERSISTENCE

TEAMWORK,
INTEGRATION AND

COLLABORATION
ETHICAL,

TRANSPARENT,

REALIZING POTENTIAL

4

EXCELLENCE, CUSTOMER-

QUALITY AND DELIVERY FOCUSED

INNOVATION AND

ADAPTATION

Attracting Talent
In 2012, some 1,229 new employees joined the company and

a total of 323 employees were promoted throughout the year
thanks to the Internal Mobility Program, which seeks to offer
occupational and professional development to all members of
staff.

The IT Services, Human Resources and Corporate Social Re-
sponsibility departments started a project to work in part-
nership with the Belén Educa Foundation to promote the
educational development and entry into the workplace of its
students over the coming years through a technical program
of excellence, thus fostering a relationship between the foun-
dation’s telecommunications students and Entel.

The company also signed agreements with a number of uni-
versities throughout the country.



PROGRAMS 2012
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Program Purpose Participants

Induction Introduce new-starts to the company under the new Entel culture. 679 people.
333 professional staff, project

Management The program has been undertaken for six years with Universidad de Chile managers, supervisors, area

9 to keep knowledge of business management up to date. managers, deputy executives and
executives.
P te the skill beliefs that facilitate the int ti ft d
Leadership romote the skills and beliefs that facilitate the integration of teams an 130 executives and deputy executives.

business areas by Entel’s leaders.

Postgraduate scholarships Supporting continuous education.

31 professionals.

Technical training Obtaining ITIL certification.

113 technical and professional staff.

Project management Specialization for project managers.

89 professional staff.

English (e-learning and in-person) Acquiring a command of the language.

170 employees.

Health and Safety

The implementation of the group-wide 2012/13 Prevention
Management System protocol got underway, aiming to con-
tribute to the quality of life and physical integrity of employees
and contractors.

With the creation of 17 Peer Health and Safety Committees, the
total number of committees throughout the country rose to 19.

The company's accident rate for 2012, as recorded by the Chil-
ean Safety Association (ACHS, in Spanish), was 1.19%, down
0.28% with respect to 2011. The figure is considerably lower
than the average for the Telecommunications industry (3.40%)
and the Transport and Telecommunications sector (6.25%).

Compensation

Entel has a conceptual salary management model that in-
cludes processes for analyzing and describing role at the
company and determining salary and incentive structures in
line with market rates as part of the company’s plan to achieve
excellence. With a view to improving the process, in 2012, a

role evaluation system based on a number of factors was im-
plemented with support from the specialist consultancy firm
Mercer.

The company has also developed a structured compensation
system based on management by objectives that applies to ex-
ecutives and area managers and seeks to align the fulfillment
of targets set at each level with those of the company to ensure
a consistent vision.
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BETTER COVERAGE,

better quality communications,

cutting-edge technology, and service
guality management are what allow

Entel's mobile users to live the best

comprehensive connectivity experience.
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Highlights 2012

Consolidation of the leadership of Entel across
the industry after the implementation of number
portability with an 11-point increase in levels of
preference.

Increased association of the Entel brand with cut-
ting-edge technology following successful smart-
phones launches and improvement of our techno-
logical position in the business segments through

integrated connectivity and IT services.

Ranked seventh among companies with the best
corporate reputation in Chile (Merco Ranking
2012).

Award of two AMAUTA prizes in the integrated
online marketing campaign category, the highest
distinction for direct and interactive marketing in

Latin America.

Consolidation of the strategy for entertainment
and sporting events and sponsorships.
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As part of its drive to promote sport, family
life and a connection with its brand, Entel is
official sponsor of the Chilean football team

and 24 teams throughout the country.

Attributes

The implementation of number portability in January 2012
resulted in significant changes to the perception of mobile
brands. According to studies undertaken in June, the cat-
egory recovered social and leisure dimensions that it had lost
and there was an increase in the importance users attribut